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* BIAFO INDUSTRIES LIMITED

NOTICE OF 29TH ANNUAL GENERAL MEETING OF
SHAREHOLDERS

Notice is hereby given that the 29th Annual General Meeting of Biafo Industries Limited will be held on
October 25, 2017 at 11:00 am. at 1st Floor, Biafo House, Plot No. 23, St No. 38-40, I1& T Centre, G-10/4,
| slamabad, to transact thefoll owing business:

ORDINARY BUSINESS
1 To confirm theminutesof the 28th Annual General M eeting held on 28th October 2016.

2. To receive and adopt the Audited Accounts of the Company for the year ended June 30, 2017
together with Auditors report and Directors report thereon.

3. To approve the payment of final cash dividend of Rs 6.00 per share (60%) and a so theinterim cash
dividends of Rs 2.50 per share (25%) declared on October 27, 2016, Rs. 1.50 per share (15%)
declared on February 21, 2017 and Rs 4.50 per share (45%) declared on April 18, 2017 making a
total of Rs 14.5 per share ( 145%) cash dividend and 10% bonus shares for the year ended June 30,
2017

4. To appoint Auditors for the year 2017-18 and to fix their remuneration. Retiring Auditors M/s
KPMG Taseer Hadi & Co. Chartered A ccountants being eligible offer themsel vesfor reappoi ntment
fortheyear 2017-18.

5. To transact such other business as may be placed before the meeting with the permission of the
Chairman.
By order of the Board
| slamabad: Khawaja Shaiq Tanveer
26 September, 2017 Company Secretary
NOTES:

1 Share Transfer Books of the Company will remain closed from October 17, 2017 to October 25,
2017 bothdaysinclusive.

2. A member entitled to attend and vote at the meeting shall be entitled to appoint another person, as
his/her and proxy to attend, demand or join in demanding apoll, speak and voteinstead of his/her and
aproxy so appointed shall have such rights, as attending, speaking and voting at the meeting asare
availabletoamember. Proxiesin order to be effectivemust bereceived at the registered office of the
company not later than 48 hours before the meeting duly stamped, signed and witnessed. A proxy
need not beamember of the Company.
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* BIAFO INDUSTRIES LIMITED

3. CDC Shareholders or their proxies are required to bring with them their original National |dentity
cardsor Passportsalong with the Participant's| D numbersand their Account Numbersat thetime of
attending the Annual General Meeting in order to authenticate their usual documents required for
such purposes.

For CNIC & Zakat

4, Members are requested to submit a copy of the Computerized National Identity Card (CNIC) to
update our records. In case of non-submission of CNIC (copy), all future dividend warrants may be
withheld.

5. Members are requested to submit declaration as per Zakat & Ushr Ordinance 1980 for zakat
exemptionand to advisechangein address, if any.

E-DIVIDEND

As per Section 242 of the CompaniesAct, 2017, in case of aPublic listed company, any dividend payablein
cash shall only be paid through electronic mode directly into the bank account designated by the entitled
shareholders. Therefore, through thisnotice, all shareholders are requested to update their IBAN detailsin
the Central Depository System through respective participants. In case of physical shares, to provide bank
account detail sto our Share Registrar, M/sRiasat | shtiag Consulting (Pvt) Ltd. E-Dividend mandateformis
enclosed.

Please notethat after October 31, 2017 all cash dividends, declared by the Company, will only beremitted to
designated bank accounts and not otherwise, so please ensure an early update of your particularsto avoid
any inconvenienceinfuture.

FILERAND NON FILER STATUS

)] The Government of Pakistan through Finance Act, 2017 has made certain amendments in
Section 150 of the Income Tax Ordinance, 2001 whereby different rates are prescribed for
deduction of withholding tax on the amount of dividend paid by the companies. These tax rates
areasunder:

a) Forfilersof incometax returns15.0%
b) For non-filersof incometax returns20.0%

To enablethe Company to maketax deduction on the amount of cash dividend @ 15% instead of
20%, all the shareholders whose names are not entered into the Active Tax payers List (ATL)
provided onthewebsite of FBR, despitethefact that they arefilers, are advised to make surethat
their namesare entered into ATL on or beforethe date of approval of cash dividend at the Annual
General Meeting on October 25, 2017 otherwise tax on their cash dividend will be deducted @
20% instead of @ 15%.

i) For any query / problem/ information, theinvestors may contact the Company and/ or the Share
Registrar at thefollowing phone Numbers, email addresses:
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* BIAFO INDUSTRIES LIMITED

Biafo Industries Limited

1st Floor, Biafo House, Plot No. 23, St No. 38-40, |& T Centre, G-10/4, | lamabad, Paki stan.
Tel: +92 51 2353450-53, 2353455-57, Fax: +92 51 2353458

Website: www.biafo.com, E-mail: management@biafo.com

Riasat Ishtiaq Consulting (Pvt) Limited
OfficeNo. 19-20, 2nd Floor, Hill View Plaza, Jinnah Avenue, BlueArea, | Slamabad, Pakistan
Tel: 49251 2344223-4, Fax: +92 51 2605658

iii) The corporate shareholders having CDC accounts are required to have their National Tax
Number (NTN) updated with their respective participants, whereas corporate members having
physical sharesshould send acopy of their NTN certificateto the company or its Share Registrar
i.e. M/s Riasat Ishtiag Consulting (Pvt) Ltd. The shareholders while sending NTN or NTN
certificates, asthe case may be, must quote company nameand their respectivefolio numbers.
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* BIAFO INDUSTRIES LIMITED

CHAIRMANS' REVIEW

| am pleased to present the 29th Annual Report of the Company for the year ended June 30th 2017. | would
like to extend my appreciation to the management and all the staff for registering Sales of Rs. 1,199.63 M
during the period under review whilethe profit after tax wasRs. 320.58 M resultingin EPS of Rs. 14.57. The
Directors Report will provideadetailed review of the past year of operationsand achievements.

Your company is continuing to invest in resources for improvement in production efficiency, human
resourcesand safe practi cesto enhancethe confidence of itscustomers, workforce and stakehol ders.

Over the years, the Company has followed a consistent policy of paying high dividends. Keeping thisin
view the Board has approved Rs. 6.00 per sharefor thelast quarter making atotal dividend of Rs. 14.50 per
share(145%) for thefinancial year ending 30th June, 2017.

The Board received comprehensive agendas and supporting papersin atimely manner for its meetings and
wasfully involvedinthestrategic planning processand in devel oping thevision of the Company.

The Company has taken necessary measures to comply with the provisions of the Code of Corporate
Governanceasincorporated inlisting regulationsof the Pakistan Stock Exchange.

There has been no material departure from the best practices of corporate governance, as detailed in the
listing regulations.

All Directors, including Independent Directors, fully participated in and made contributionsto the decision-
making processof the Board.

TheBoard hasin place comprehensive policiesfor all relevant areas of the Company's operations and these
policiesarereviewed and updated fromtimetotime.

The Audit Committee and Human Resources & Remuneration Committee of the Board met regularly to
strengthen the functions of the Board and overall governance. The system of internal control is sound in
design and hasbeen effectively implemented and monitored.

L ooking ahead, the company will continue to strengthen its position in the market to tap the opportunities
likely to emergefrom the ChinaPakistan Economic Corridor (CPEC) and rel ated proj ects.

Intheend, on behalf of the Board | wish to acknowledgethe contribution of all our employeesin the success

of the Company. | wish to thank our shareholders, customers, suppliers, bankersand other businesspartners
for their confidenceand support.

Dr. M. HumayunKhan
Chairman

26 September 2017
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* BIAFO INDUSTRIES LIMITED

DIRECTORS' REPORT

Your Directors are pleased to present the 29th Annual Report of the company for the year ended June
30th2017.

SALES AND FINANCIALRESULTS:

Net local Salesvalue decreased by 27.24% to Rs. 939.68 m, while the value of export salesincreased
66.23%to Rs. 259.95 m, resulting in overall Net salesvalue decrease 17.15%to Rs. 1,199.63 minthe
period under review. Net sales value for the 6 month period to June, 2017 increased by 33% to Rs.
685.53m comparedto theearlier 6 month to December, 2016.

Thesignificant feature of the saleswas decreasein value of salesto the Oil and Gas Exploration sector
by 58%. This was because of significantly reduced seismic exploration programs, which was also
effected by lower oil priceintheworld market. The company however saw resumptionin suppliesto
Saindak Copper & Gold project and Duddar Lead and Zinc project (EPZ) and sal esto construction and
mining sector. One new major project came onstream in the last months of thisfinancial year, which
will continueto add to the revenue stream of the company for the coming years. Someof theHydel and
road tunnel projectsblasting requirementshave been compl eted.

Gross profit margin decreased only by 0.25% to 46.54% despite lower sales of higher value products
asaproportion of net sales.

Operating profit of the company declined by 22.15% to Rs. 434.97 m. Net profit after taxation
declined by 19.54%to Rs. 320.58 mresultingin EPSof Rs. 14.57 (2016: EPSRs.18.11)

Finance costsincreased by Rs. 3.91mto 24.95 mdueto borrowings, for cash flow timing differences.
Your company continuesitseffortsto seek new competitive sources, to reduce raw material costs.

PRODUCTION:
Plant production team continued to perform satisfactorily in meeting the challenges of demand for
variousproductsontimely basisto our customers.

Your company is continuing to invest in resources for improvement in Production efficiency, Human
Resourceand safe practi cesto enhancethe confidenceof itsusers, workforceand stakehol ders.

The company hasrenewed OHSAS (Occupational Health and Safety Advisory Services) 18001: 2007
and SO 9001: 2008 quality Certifications.

FUTURE PROSPECTS:

Hydel project of Dasu, Sukki Kinari, Khyal Khwar, KohalaHydro Power and Tarbella5th. Expansion
projectsare dueto commencework inthe coming financial period, while progresson Bhasha, Munda,
Mahl, Bunji Dam etc. isawaiting technical/financial finalization.

The cement sector has plans to enhance its capacity through additional units at existing sites, which
may add approximately 5-7 milliontonsadditional capacity inthenext few years.
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* BIAFO INDUSTRIES LIMITED

DIRECTORS' REPORT

DIVIDEND:

Board has proposed final cash dividend of Rs. 6.00 per share 60% and aso the 1st Interim cash
dividend of Rs. 2.50 per share (25%) and bonus shares at the rate of 10% i.e. 1 bonus share for 10
shares held declared on October 27, 2016 and 2nd Interim cash dividend of Rs. 1.50 per share (15%)
declared on February 21, 2017 and 3rd interim cash dividend Rs. 4.50 per share (45%) declared on
April 18, 2017 for the year ended June, 2017 making atotal cash dividend of declaration of Rs. 14.5
(145%) and bonus shares at the rate of 10% i.e. 1 bonus share for 10 shares held for financia year
ended 30th June, 2017.

CODE OF CORPORATE GOVERNANCE:
We are pleased to report that the Company hastaken necessary measuresto comply with theprovision
of thecodeof Corporate Governanceasincorporatedinlisting regul ationsof the Stock Exchanges.

The Board regularly reviews the company's strategic direction. Business plans and targets are set by
the Chief Executive & arereviewed by the Board. The Board iscommitted to maintain ahigh standard
of good corporate governance. The company isin the process of implementing the provisions set out
by Securities & Exchange Commission of Pakistan (SECP) and the accordingly amended listing rules
by Stock Exchanges.

Asrequired by the Code of Corporate Governance, your Directorsare pleased toreport that:

. Financial statements prepared by the management of the company, present fairly its state of
affairs, theresultsof itsoperations, cashflow & changesinequity.

. Proper booksof account of the company have been maintained.

«  Appropriate accounting policies have been consistently applied in preparation of financial
statementsand accounting estimatesare based on reasonable & prudent judgment.

. International Financial Reporting Standards as applicable in Pakistan have been followed in
preparation of financial statements and any departure there from has been adequately
disclosed.

. The system of internal control is sound in design and has been effectively implemented and
monitored.

. Thereisno significant doubt about the company'sability to continue asagoing concern.

. There has been no material departure from the best practices of corporate governance, as
detailedinthelisting regulations.

. There are no statutory payments on account of taxes, duties, levies and charges which are
outstanding ason June 30, 2017 except for those stated inthefinancial statements.
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* BIAFO INDUSTRIES LIMITED

DIRECTORS' REPORT

. Five directors of the Company are exempted from Directors Training Program on the basis of
their level of education and length of experience as provided in the CCG. Further four of the
directors of the Company have obtained certification under Directors training program as
required under clause (xi) of the CCG. None of the Directors had attended any training

programduringtheyear.

. The values of investment of various funds, based on their respective accounts as at 30 June

2017 areasunder:
DESCRIPTION AMOUNT
Provident Fund Rs. 63,310,148/-
Gratuity Fund Rs. 35,368,529/-

A total of 06 meetings of the Board of Directors were held during the year (July 2016 to June 2017).

Theattendance by each Director isgiven asfollows:

NAME ATTENDED DESIGNATION | NO. OF MEETINGS
Dr. M. Humayun Khan Chairman 6
Khawaja Amanullah Askari MD & CEO 5
M. Afzal Khan Director 6
M. Salim Khan Director 3
Abdul Magjid Qureshi Director 3
KhwajaAhmad Hosain Director 5
(Alternate Director: Ms Shandana Humayun Khan) 1
Ma. Gen. (Ret'd.) S. Z. M. Askree Director 6
M. Zafar Khan Director 6
Adnan Aurangzeb Director 6
Ms. Shirin Safdar Director 3
Muhammad Yagoob Director 6
Ms. Zishan Afzal Khan Director 2
(Alternate Director: Ms Mehreen Hosain) 2
(Alternate Director: Ms Shahbano Abbas) 1
Ms Mehreen Hosain Director 1
Ms Shandana Humayun Khan Director 2
Ehsan Mani Director 2

Leave of absenceisgranted in al casesto the Directors.

nnecd %/&Mf[ 11
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* BIAFO INDUSTRIES LIMITED

DIRECTORS' REPORT

A total of 04 meetings of Audit Committee were held during the year (July 2016 to June 2017). The

attendance by each member isgiven asfollows:

NAME ATTENDED DESIGNATION NO. OF MEETINGS
Ehsan Mani Chairman 2
Muhammad Yagoob Chairman/Member 4
Abdul Maajid Qureshi Member 2
M. Salim Khan Member 2
Adnan Aurangzeb Member 4
Dr. M. Humayun Khan Member 4
KhwajaAhmad Hosain Member 4
Ms Shandana Humayun Khan Member 1

L eaveof absenceisgrantedinall casestothe Members.

A total of 03 meetings of the Human Resource & Remuneration Committee were held during the year

(July 2016 to June2017). Theattendance by each member isgivenasfollows:

NAME ATTENDED DESIGNATION INO. OF MEETINGS
Dr. M. Humayun Khan Chairman 3
Khawaja Amanullah Askari Member 3
M. Salim Khan Member 1
Adnan Aurangzeb Member 3
KhwajaAhmad Hosain Member 3
Muhammad Yagoob Member 3
Ms Mehreen Hosain Member 0

Leaveof absenceisgrantedinall casestotheMembers.

KEY OPERATING AND FINANCIALDATA:

Key operating andfinancial dataof last six yearsisenclosed.

AUDITORS:

The present auditors M/s KPMG Taseer Hadi & Company, Chartered Accountants retire and being

eligibleoffer themsel vesfor reappointment.

ACKNOWLEDGEMENT:

Your Board would like to take this opportunity to expressits special appreciation to all the employees
of the company without whose continued commitment and hard work the challenges of new

nnecd %/&Mf[ 12
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DIRECTORS' REPORT

opportunities could not be achieved. We also acknowledge the support and cooperation of our major
stakeholders, customers, suppliersand our Bankersspecially Allied Bank Ltd, Faysal Bank Ltd, MCB
Bank Ltd, United Bank Ltd, Bank of Khyber, National Bank of Pakistan.

PATTERN OF SHARE HOLDING:
Pattern of sharehol dingisenclosed.

By order of the Board

/,s
Khawaja Amanullah Askari

Managing Director
| slamabad X g

26 September, 2017 Chief Executive Officer
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* BIAFO INDUSTRIES LIMITED
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* BIAFO INDUSTRIES LIMITED

STAKE HOLDERS INFORMATION

(In Thousands, "000")

2016-17  2015-16  2014-15 2013-14 2012-13 2011-12
BALANCE SHEET
Paid up Capital Rs.In'000 220,000 200,000 200,000 200,000 200,000 200,000
Shareholder Equity* Rs.In'000 913516 924547 916,112 634,347 566,043 522,035
Fixed Assets Rs. In'000 568,771 566,745 556,371 283,730 257,352 257,857
Fixed Assets Addition Rs. In'000 24,739 31,420 75,750 44,347 16,561 8,734
Profit & Loss Account
Net Sales Rs. In'000 1,199,632 1,447,883 1,401,982 1,264,579 1,284,691 951,071
Gross Profit / (Loss) Rs.In'000 558,292 675500 621,458 537,456 457,449 297,448
Operating Profit / (Loss) Rs.In'000 434,972 558,706 546,540 464,560 397,251 254,256
EBDIT Rs. In'000 451,398 559,936 545,923 463,079 398,405 257,705
Profit / (Loss) after taxation Rs.In'000 320,579 398,435 392,542 318,641 286,261 166,610
PROFITABILITY RATIOS
Gross Profit/(Loss) Margin % 46.54 46.65 44.33 42.50 3561 31.28
Net Profit Margin % 26.72 27.52 28.00 25.20 2228 1752
Return on A ssets* % 22.50 2711 28.58 30.61 3143 2255
Return on Shareholder Equity* % 35.09 43.10 42.85 50.23 50.57 3192
LIQUIDITY RATIOS
Current Ratio 1.79 1.77 1.90 2.03 215 2.67
Quick Ratio 1.40 1.38 1.56 1.55 1.65 2.03
Cash Generation to Sales 101.67 101.09 97.59 98.25 9542  97.93
ASSETS MANAGEMENT RATIOS
Number of Days Stock Days 93 74 70 78 54 63
Number of Days Trade Debts Days 59 53 52 50 38 37
Operating Cycle Days 152 126 122 127 92 101
Fixed Assets Turnover* Times 211 2.55 2.52 4.46 4,99 3.69
Sales /Shareholder Equity* Times 131 157 1.53 1.99 2.27 1.82
DEBTS MANAGEMENT RATIOS
Total Assetsto Total Debts* Times 2.99 2.89 3.20 2.78 3.01 4,12
Debts to Shareholder Equity * % 52% 55% 47% 59% 53% 34%
MARKET RATIOS
Share Price at year end Per Share  250.30 260.00 19853 13200 108.85 53.29
Share Price-High Per Share  401.00 329.00 22490 149.00 11235 79.00
Share Price-Low Per Share 220.00 195.00 127.50 90.25 52.00 47.00
Earning Per Share** Rs. 10/Share 14.57 19.92 19.63 15.93 14.31 8.33
Price Earning Ratio Times 17.18 13.05 10.11 8.29 7.60 6.40
Dividend Declared Per Share (Rs) 14.50 19.50 18.25 14.00 13.00 8.00
Bonus Shares % 10.00 - - - - -
Dividend Payout % 99.51 97.89 92.97 87.87 90.83  96.03
Dividend Yield % 5.79 7.50 9.19 10.61 1194 1501
Break-up Value Rs. 10/Share 41.52 46.23 45.81 31.72 2830 26.10

*Shareholder Equity isinclusive of Surplus on Revaluation of Fixed Assets (2017: 271.087 M)(2016:272.512 M)

** Restated EPS (2016 - 18.11)
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* BIAFO INDUSTRIES LIMITED

STAKE HOLDERS INFORMATION
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* BIAFO INDUSTRIES LIMITED

STATEMENT OF COMPLIANCE WITH THE CODE OF
CORPORATE GOVERNANCE TO THE MEMBERS
FOR THE YEAR ENDED JUNE 30, 2017

Nameof Company  BiafolndustriesLimited.

Year Ended 30th June, 2017

Thisstatement isbeing presented to comply with the Code of Corporate Governance (CCG) contained
in Regulation No. 5.19.24 clause (b) of Listing Regulations of Pakistan Stock Exchange Limited for
the purpose of establishing aframework of good governance, whereby alisted Company is managed
incompliancewiththebest practicesof corporate governance.

The Company hasappliedthe principlescontainedinthe CCGinthefollowing manner:

1 The Company encourages representation of independent non-executive directors and
directors representing minority interests on its Board of Directors. At present the Board
includes:

Category Names

Independent Directors KhwajaAhmad Hosain
Muhammad Yagoob
Ehsan Mani
Ms. Mehreen Hosain

Executive Directors M. Afzal Khan

Khawaja Amanullah Askari

Mg. Gen. (Ret'd.) S. Z. M. Askree
Ms. Shirin Safdar

Non-Executive Directors Dr. M. Humayun Khan

M. Zafar Khan

Adnan Aurangzeb

Ms. Zishan Afzal Khan

Ms. Shandana Humayun Khan

Theindependent directorsmeet the criteriaof independence under the clause5.19.1(b) of the CCG.

2. Thedirectors have confirmed that none of them isserving asadirector on morethen seven
listed companies, including this Company (Excluding the listed subsidiaries of listed
holding companieswhereapplicable).

3. All theresident directors of the Company are registered astaxpayers and none of them has
defaulted in payment of any loan to a banking Company, a Development Finance
Institution (DFI), or aNon-Banking Finance Institution (NBFI) or, being abroker of stock
exchange, hasbeen declared asadefaulter by that stock exchange.

4, No casual vacancy occurred ontheBoard of Directorsduring theyear ended June 30, 2017.

nnecd %/&Mf[ 21
2077




* BIAFO INDUSTRIES LIMITED

5. The Company has prepared a 'Code of Conduct” and has ensured that appropriate steps
have been taken to disseminate it throughout the Company along with its supporting
policiesand procedures.

6. The Board has developed a vision / mission statement, overall corporate strategy and
significant policies of the Company. A complete record of particulars of significant
policies alongwith the dates on which they were approved or amended has been
maintained.

7. All the powers of the Board have been duly exercised and decisions on material
transactions, including appointment and determination of remuneration and terms and
conditionsof employment of the Chief Executive Officer (CEO), other executivesand non
executivedirectors, have beentaken by theBoard/ shareholders.

8. The meetings of the Board were presided over by the Chairman and in his absence by a
director elected by the Board for this purpose and the Board met at least once in every
quarter. Written notices of the Board meetings, along with agenda and working papers,
werecirculated at |east seven days before the meetings. The minutes of the meetingswere
appropriately recorded and circul ated.

9. Fivedirectorsof the Company are exempted from directors Training Program onthebasis
of their level of education and length of experienceasprovidedinthe CCG. Further four of
thedirectors of the Company have obtained certification under directorstraining program
asrequired under clause (xi) of the CCG during prior years.

10.  TheBoard of Directorshaveapproved appointment of CFO, Company Secretary and Head
of Internal Audit, including their remuneration and termsand conditionsof employment.

11. The Directors report for thisyear has been prepared in compliance with the requirements
of the CCG and fully describesthe salient mattersrequired to be disclosed.

12.  Thefinancia statementsof the Company were duly endorsed by the CEO and CFO before
approval of theBoard.

13.  Thedirectors, CEO and executives do not hold any interest in the shares of the Company
other than that disclosed inthe pattern of shareholding.

14.  TheCompany hascomplied with all the corporate and financial reporting requirements of
the CCG.

15.  TheBoard hasformed an Audit Committee. It comprisesof six members, who areall non-
executivedirectorsand the Chairman of thecommitteeisanindependent director.

16.  The meetings of the Audit Committee were held at least once every quarter prior to
approval of interim and final results of the Company and as required by the CCG. The
terms of reference of the committee have been formed and advised to the committee for
compliance.
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* BIAFO INDUSTRIES LIMITED

17.  TheBoard has formed aHuman Resource and Remuneration Committee. It comprises of
six members, of whom five are non-executivedirectorsand the Chairman of thecommittee
isanon-executiveDirector.

18.  The Board has outsourced the internal audit function to Riasat Ishtiag & Co who are
considered suitably qualified and experienced for the purpose and are conversant with the
policiesand proceduresof the Company.

19.  The statutory auditors of the Company have confirmed that they have been given a
satisfactory rating under the quality control review program of the ICAP, that they or any
of the partners of the firm, their spouses and minor children do not hold shares of the
Company and that the firm and all its partners are in compliance with International
Federation of Accountants (IFA C) guidelineson code of ethicsasadopted by the | CAP.

20.  The statutory auditors or the persons associated with them have not been appointed to
provide other services except in accordance with the Listing Regulations and the auditors
have confirmed that they have observed IFAC guidelinesinthisregard.

21.  The 'closed period' prior to the announcement of interim / final results, and business
decisions, which may materially affect the market price of Company's securities, was
determined and intimated to thedirectors, employeesand the stock exchange.

22. Material / price sensitiveinformation hasbeen disseminated among all market participants
at oncethrough thestock exchange.

23.  The company has complied with the requirements relating to maintenance of register of
persons having accessto inside information by designated senior management officer ina
timely manner and maintained proper record including basisfor inclusion or exclusion of
namesof personsfromthesaidlist.

24.  We confirm that all other material principles enshrined in the CCG have been complied
with.

|slamabad Dr. M. Humayun Khan
26 September, 2017 Chairman
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* BIAFO INDUSTRIES LIMITED

REVIEW REPORT TO THE MEMBERS ON STATEMENT OF COMPLIANCE
WITH THE CODE OF CORPORATE GOVERNANCE

We havereviewed the enclosed Statement of Compliancewith the best practicescontainedinthe Code
of Corporate Governance (“the Code”) prepared by the Board of Directorsof Biafo IndustriesLimited
(“the Company”) for the year ended 30 June 2017 to comply with the requirements of Listing
Regulation No. 5.19.24 of the Pakistan Stock Exchange Limited, wherethe Company islisted.

Theresponsibility for compliance with the Codeisthat of the Board of Directorsof the Company. Our
responsibility isto review, to the extent where such compliance can be objectively verified, whether
the Statement of Compliance reflects the status of the Company's compliance with the provisions of
the Code and report if it does not, to highlight any non-compliance with the requirements of the Code.
A review is limited primarily to inquiries of the Company's personnel and review of various
documentsprepared by the Company to comply withthe Code.

As apart of our audit of the financial statements we are required to obtain an understanding of the
accounting and internal control systems sufficient to plan the audit and develop an effective audit
approach. We are not required to consider whether the Board of Directors statement on internal
control coversall risksand controlsor toform an opinion on the effectivenessof suchinternal controls,
the Company's corporate governance proceduresand risks.

The Code requires the Company to place before the Audit Committee, and upon recommendation of
the Audit Committee, place before the Board of Directorsfor their review and approval of itsrelated
party transactions distinguishing between transactions carried out on terms equivalent to those that
prevail in arm'slength transactions and transactions which are not executed at arm's length price and
recording proper justification for using such alternate pricing mechanism. We are only required and
have ensured compliance of this requirement to the extent of the approval of the related party
transactions by the Board of Directors upon recommendation of the Audit Committee. We have not
carried out any procedures to determine whether the related party transactions were undertaken at
arm'slength priceor not.

Based on our review, nothing hascometo our attention which causesusto believethat the Statement of
Compliance does not appropriately reflect the Company's compliance, in all material respects, with
the best practicescontained in the Code as applicabl eto the Company for theyear ended 30 June 2017.

U-QM(’( L, [ U A

KPMG Taseer Hadi & Co.
Dated: 26 September, 2017 Chartered Accountants
| slamabad Atif Zamurrad Malik
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* BIAFO INDUSTRIES LIMITED

AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed bal ance sheet of Biafo Industries Limited (“the Company”) asat 30 June 2017 and the
related profit and loss account, statement of comprehensiveincome, cash flow statement and statement of changesin
equity together with the notesforming part thereof, for the year then ended and we state that we have obtained all the
information and explanationswhich, to the best of our knowledge and belief, were necessary for the purposes of our
audit.

It is the responsibility of the Company's management to establish and maintain a system of internal control, and
prepare and present the above said statements in conformity with the approved accounting standards and the
reguirements of the Companies Ordinance, 1984. Our responsibility is to express an opinion on these statements
based on our audit.

We conducted our audit in accordance with the auditing standards as applicablein Pakistan. These standardsrequire
that we plan and perform the audit to obtain reasonabl e assurance about whether the above said statementsarefree of
any material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the above said statements. An audit also includes assessing the accounting policies and significant
estimates made by management, as well as, evaluating the overall presentation of the financial statements. We
believethat our audit providesareasonabl e basisfor our opinionand, after dueverification, wereport that:

(a in our opinion, proper books of account have been kept by the Company asrequired by the Companies
Ordinance, 1984;

(b inour opinion:

0) the balance sheet and profit and loss account together with the notes thereon have been drawn
up in conformity with the Companies Ordinance, 1984, and arein agreement with the books of
account and arefurther inaccordancewith accounting policiesconsistently applied;

(i) theexpenditureincurred during theyear wasfor the purpose of the Company'sbusiness; and

(iii) the business conducted, investments made and the expenditureincurred during theyear werein
accordancewith the objectsof the Company;

() in our opinion and to the best of our information and according to the explanations given to us, the
balance sheet, profit and loss account, statement of comprehensive income, cash flow statement and
statement of changesin equity together with the notes forming part thereof conform with the approved
accounting standards as applicable in Pakistan, and give the information required by the Companies
Ordinance, 1984, inthe manner so required and respectively give atrueand fair view of the state of the
Company'saffairsasat 30 June 2017 and of the profit, its cash flows and changesin equity for the year
then ended; and

(d) in our opinion, Zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (X V111 of 1980)
was deducted by the Company and deposited in Central Zakat Fund established under section 7 of that

Ordinance.
KPMG Taseer Hadi & Co.
Dated: 26 September, 2017 Chartered Accountants
|slamabad Engagement Partner: Atif Zamurrad Malik
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BALANCE SHEET
AS AT 30 JUNE 2017

Property, plant and equipment
Investment property
Long term deposits

CURRENT ASSETS
Stores, spare parts and loose tools
Stock in trade
Trade debts
Advances
Trade deposits and short term prepayments
Advance tax
Other receivables
Short term investments
Cash and bank balances

CURRENT LIABILITIES
Trade and other payables
Markup accrued
Short term borrowings

NET CURRENT ASSETS

NON CURRENT LIABILITIES
Deferred employee benefit
Deferred tax liability - net

NET ASSETS
REPRESENTED BY:

SHARE CAPITAL AND RESERVES
Share capital
Unappropriated profit

SURPLUS ON REVALUATION OF PROPERTY,

PLANT AND EQUIPMENT - net of tax

CONTINGENCIES AND COMMITMENTS
The annexed notes 1 to 41 form an integral part of these financial statements.

’u/v“”’

Chairman

Note

20

21

22

* BIAFO INDUSTRIES LIMITED

2017 2016
Rupees Rupees
536,943,456 534,102,175
31,827,222 32,643,304
1,793,600 1,778,600
570,564,278 568,524,079
4,734,712 6,530,512
142,752,225 171,452,185
208,638,227 231,358,044
12,989,221 12,583,939
4,714,825 4,480,277
20,563,768 5,136,306
1,983,418 292,938
429,431,919 439,428,293
28,432,880 29,908,284
854,241,195 901,170,778
169,478,527 216,926,760
5,135,461 5,207,812
302,542,529 285,691,438
477,156,517 507,826,010
377,084,678 393,344,768
3,731,466 2,957,812
30,401,013 34,364,406
34,132,479 37,322,218
913,516,477 924,546,629
220,000,000 200,000,000
422,429,334 452,034,872
642,429,334 652,034,872
271,087,143 272,511,757
913,516,477 924,546,629
(1
G
Managing Director &

Chief Executive Officer
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* BIAFO INDUSTRIES LIMITED

PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED 30 JUNE 2017 2017 2016
Note Rupees Rupees
NET SALES / TURNOVER 23 1,199,632,223 1,447,883,189
Cost of sales 24 (641,340,658)  (772,383,456)
GROSS PROFIT 558,291,565 675,499,733
Other income 25 31,298,127 27,104,160
Distribution cost 26 (24,223,730) (22,478,815)
Administrative expenses 27 (105,439,631) (100,375,068)
Finance costs 28 (24,954,088) (21,043,926)
OPERATING PROFIT 434,972,243 558,706,084
Workers' profit participation fund (21,748,612) (27,935,304)
Workers welfare fund (5,999,285) (10,222,142)
PROFIT BEFORE TAXATION 407,224,346 520,548,638
TAXATION
Current 29 (90,217,891)| | (113,932,424)
Deferred 29 3,572,169 (8,181,168)
(86,645,722)  (122,113,592)
PROFIT FOR THE YEAR 320,578,624 398,435,046
Restated
EARNINGS PER SHARE
- Basic and diluted 30 14.57 18.11
The annexed notes 1 to 41 form an integral part of these financial statements.
M |
/o"
Chairman Managing Director &

Chief Executive Officer
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* BIAFO INDUSTRIES LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2017

2017 2016
Rupees Rupees
Profit for the year 320,578,624 398,435,046
Other comprehensive income - -
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 320,578,624 398,435,046

The annexed notes 1 to 41 form an integral part of these financial statements.

!
’U/W /05

Chairman Managing Director &
Chief Executive Officer
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* BIAFO INDUSTRIES LIMITED

STATEMENT OF CASH FLOWS

The annexed notes 1 to 41 form an integral part of these financia statements.

FOR THE YEAR ENDED 30 JUNE 2017 2017 2016
Note Rupees Rupees
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation 407,224,346 520,548,638
Adjustments for:
Depreciation 20,829,512 19,678,109
Finance costs 24,954,088 19,709,683
Provision for Workers' profit participation fund 21,748,612 27,935,304
Provision for Workers' welfare fund 5,999,285 10,222,142
Provision for employee benefits 8,666,747 8,072,706
Reversal of provision for doubtful debts (612,270) (550,000)
Provision for slow moving stores, spare parts and loose tools 1,373,676 457,892
Dividend income (22,475,557) (22,590,252)
Gain on remeasurement of investment (393,483) (206,677)
Gain on disposal of property, plant and equipment (216,820) (154,575)
Interest income (811,990) (764,775)
Unrealized exchange gain (55,000) (1,089,499)
59,006,800 60,720,058
466,231,146 581,268,696
Changes in:
Stores, spare parts and |oose tools 422,124 265,026
Stock in trade 28,699,960 (45,508,110)
Trade debts 23,332,087 18,674,107
Advances, deposits, prepayments and other receivables (2,311,974) (6,178,744)
Trade and other payables (46,871,131) (8,252,621)
3,271,066 (41,000,342)
Cash generated from operations 469,502,212 540,268,354
Finance costs paid (25,026,439) (18,909,511)
Employee benefits paid (7,893,093) (13,093,964)
Payments to Workers' profit participation fund (27,935,304) (27,327,018)
Payments to Workers welfare fund (8,473,962) (9,978,827)
Income taxes paid (105,645,353) (127,217,663)
(174,974,151) (196,526,983)
Net cash from operating activities 294,528,061 343,741,371
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment (24,739,151) (31,420,154)
Proceeds from disposal of property, plant and equipment 2,101,260 1,522,117
Net investment during the year 32,920,414 (28,634,192)
Interest received on saving accounts and TDRs 778,654 765,684
Net cash from /(used in) investing activities 11,061,177 (57,766,545)
CASH FLOWS FROM FINANCING ACTIVITIES
Payment of dividend (323,915,733) | [  (393,774,694)
Net cash used in financing activities (323,915,733) (393,774,694)
NET DECREASE IN CASH AND CASH EQUIVALENTS (18,326,495) (107,799,868)
CASH AND CASH EQUIVALENTS AT 01 JULY (255,783,154) (147,983,286)
CASH AND CASH EQUIVALENTS AT 30 JUNE 31 (274,109,649) (255,783,154)

Chairman Managing Director &
Chief Executive Officer
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* BIAFO INDUSTRIES LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2017

Share capital Unappropriated Total equity
profit
Rupees Rupees Rupees
Balance at 01 July 2015 200,000,000 441,194,267 641,194,267
Total comprehensive income for the year
Profit for the year - || 398435046 || 398435046 |
Comprehensnve income for the year transferred ) 308,435,046 308,435,046
to equity
Transfer from surplus on revaluation of property, plant and
equipment on account of incremental depreciation for - 2,405,559 2,405,559
the year - net of deferred tax
200,000,000 842,034,872  1,042,034,872
Transactions with members recorded directly in equity
Distribution to members
Final dividend of 2015 @ Rs. 7.50 per share - (150,000,000) | [ (250,000,000)
First interim dividend of 2016 @ Rs. 2.50 per share - (50,000,000) (50,000,000)
Second interim dividend of 2016 @ Rs. 4.00 per share - (80,000,000) (80,000,000)
Third interim dividend of 2016 @ Rs. 5.50 per share - (110,000,000) | | (110,000,000)
Total distribution to members - (390,000,000)  (390,000,000)
Balance at 30 June 2016 200,000,000 452,034,872 652,034,872
Balance at 01 July 2016 200,000,000 452,034,872 652,034,872
Total comprehensive income for the year
Profit for the year - || 320,578,624 || 320,578,624 |
Compf'ehenswe income for the year transferred ) 320,578,624 320,578,624
to equity
Transfer from surplus on revaluation of property, plant and
equipment on account of incremental depreciation for - 1,815,838 1,815,838
the year - net of deferred tax
200,000,000 774,429,334 974,429,334
Transactions with members recorded directly in equity
Distribution to members
Final dividend of 2016 @ Rs. 7.50 per share - (150,000,000) | | (150,000,000)
First interim dividend of 2017 @ Rs. 2.50 per share - (50,000,000) (50,000,000)
Second interim dividend of 2017 @ Rs. 1.50 per share - (33,000,000) (33,000,000)
Third interim dividend of 2017 @ Rs. 4.50 per share - (99,000,000) (99,000,000)
Issue of bonus shares @ 10% 20,000,000 (20,000,000) -
Total distribution to members 20,000,000 (352,000,000) (332,000,000)
Balance at 30 June 2017 220,000,000 422,429,334 642,429,334
The annexed notes 1 to 41 form an integral part of these financial statements.
(i
/o"
Chairman Managing Director &

Chief Executive Officer
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* BIAFO INDUSTRIES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

1 LEGALSTATUSAND OPERATIONS

Biafo Industries Limited ("the Company") wasincorporated in Pakistan on 07 September 1988 asa
public limited company under the Companies Ordinance, 1984 (the repealed Ordinance) and its
sharesare quoted on the Paki stan Stock Exchange.

The Company started its commercial production on 01 July 1994 and is principally engaged in the
manufacturing of commercial explosives and blasting accessories including detonators and other
materials. The Company'slicensefor manufacturing and sale of explosivesisrequiredto berenewed
annualy. The Company's production facility is situated at Hattar Industrial Estate, Khyber
Pakhtunkhwa, withitsregistered officelocated at 1st Floor, Biafo House, Plot No. 23, Street No. 38-
40,1& T Centre, G-10/4, | slamabad, Paki stan.

2 STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with the approved accounting
standards as applicable in Pakistan. Approved accounting standards comprise of such International
Financial Reporting Standards (IFRSs) issued by the International Accounting Standards Board as
are notified under the Companies Ordinance, 1984 (the repealed Ordinance), provisions of and
directives issued under the Companies Ordinance, 1984 (the repealed Ordinance). In case
requirements differ, the provisions or directives of the Companies Ordinance, 1984 (the repealed
Ordinance), shall prevail.

3 BASIS OF PRESENTATION AND MEASUREMENT

Duringtheyear on 30 May 2017, the CompaniesAct, 2017 (theA ct) was enacted which replaced and
repealed the Companies Ordinance, 1984 (the repealed Ordinance). However, the Securities and
Exchange Commission of Pakistan (SECP) through its Circular No. 17 of 2017 dated 20 July 2017
has advised the Companieswhosefinancial year closeson or before 30 June 2017 shall preparetheir
financia statementsin accordancewiththe provisionsof therepeal ed Companies Ordinance, 1984.

Thesefinancia statementshavebeen prepared on the historical cost basisexcept for thefollowing;

- certainitemsof property, plant and equipment are measured at reval ued amounts; and
- investment at fair valuethrough profit or lossismeasured at fair value.

Themethodsused to measurefair valuesarediscussed further intheir respectivepolicy notes.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

3.1 Functional and presentation currency

These financia statements are presented in Pakistan Rupee (PKR), which is the Company's
functional currency. All financial information presented in PKR has been rounded off to the nearest
of PKR, unlessotherwise stated.

3.2 Significant estimates

The preparation of financial statements in conformity with the approved accounting standards
requires management to make judgments, estimates and assumptions that affect the application of
policies and reported amounts of assets and liabilities, income and expenses. The estimates and
associ ated assumptionsare based on historical experienceand variousother factorsthat are believed
to be reasonable under the circumstances, the results of which form the basis of making judgment
about carrying value of assetsand liabilitiesthat are not readily apparent from other sources. Actual
resultsmay differ fromtheseestimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in which estimates are revised if the revision
affectsonly that period, or inthe period of therevision and future periodsif therevision affects both
current and future periods.

Judgments made by the management in the application of approved accounting standardsthat have
significant effect on the financial statements and estimates with a significant risk of material
adjustment inthenext year arediscussed i n theensuing paragraphs.

Property, plant and equipment

The Company reviewsthe useful lives and residual value of property, plant and equipment on each
reporting date. Any change in estimates in future years might affect the carrying amounts of the
respectiveitemsof assetswith acorresponding affect on the depreciation chargeand impai rment.

In addition, the Company reviews the carrying value of its revalued property, plant and equipment
with sufficient regularity to ensure the amounts recognized in the financial statements reflect the
values which are not significantly different from the fair values at the reporting dates. The changes
arerecognized through revaluation surplus.

Provisions

Estimates of the amount of provisions recognized are based on current legal and constructive
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obligations. Because actual outflows can differ from estimates due to changesin laws, regulations,
public expectations, technology, prices and conditions and can take place many yearsin the future,
the carrying amounts of provisions are regularly reviewed and adjusted to take account of such
changes.

Impairment of financial and non financial assets

The carrying amounts of the Company’s assets are reviewed at each balance sheet date to determine
whether there is any indication of impairment loss. Any change in estimates in future years might
affect the carrying amountsof therespectiveassetswith acorresponding affect ontheimpairment.

Taxation

Estimatesand judgments occur in the calculation of certain tax liabilitiesand in the determination of
the recoverability of certain deferred tax assets, which arise from temporary differences and carry
forwards. The Company takes into account the current income tax laws and decisions taken by
appellate authorities. Instances where the Company's view differs from the view taken by the
income tax department at the assessment stage and where the Company considers that its view on
itemsof material natureisinaccordancewith law, theamountsaredisclosed ascontingent liabilities.

The Company regularly reviews the trend of proportion of incomes between Presumptive Tax
Regimeand Normal Tax Regime and the changein proportions, if significant, isaccounted for inthe
year of change.

Stores, spare parts and loose tools and stock in trade

The Company reviewsthe carrying value of stores, spare parts and loose toolsand stock in tradefor
possible impairment on an annual basis. Any change in estimate in future years might affect the
carrying amounts of the respective items of stores, spares and |oose tools and stock in trade with a
corresponding effect ontheprovision. Net realizabl e val ueisdetermined with referenceto estimated
selling pricelessestimated cost of completion and estimated expenditureto makethe sales.

Investment at fair value through profit or loss account - held for trading

Thefair value of held for trading investment is determined by reference to their quoted closing re-
purchase price at the reporting date. Any change in the estimate in future years might affect the
carrying amountsof therespective assetswith the corresponding affect on profit and | ossaccount.
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NOTES TO THE FINANCIAL STATEMENTS
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Provision against trade debts, advances and other receivables

The Company regularly reviewstherecoverability of itstrade debts, advancesand other receivables
to assessamount of bad debtsand provision.

4 STANDARDS, INTERPRETATIONS AND AMENDMENTS TO THE APPROVED
ACCOUNTING STANDARDS

Thefollowing standards, amendments and i nterpretations of approved accounting standardswill be
effectivefor accounting periodsbeginning onor after 01 July 2017:

- Amendments to IAS 12 Income Taxes are effective for annual periods beginning on or after 1
January 2017. The amendments clarify that the existence of a deductible temporary difference
depends solely on acomparison of the carrying amount of an asset and itstax base at the end of the
reporting period, and is not affected by possible future changes in the carrying amount or expected
manner of recovery of the asset. The amendments further clarify that when cal culating deferred tax
asset in respect of insufficient taxable temporary differences, the future taxable profit excludes tax
deductionsresulting from the reversal of those deductible temporary differences. The amendments
arenot likely to haveanimpact on Company’ sfinancial statements.

- Amendmentsto |AS 7 Statement of Cash Flowsare part of | ASB’sbroader disclosureinitiative and
are effective for annual periods beginning on or after 1 January 2017. The amendments require
disclosures that enable users of financial statements to evaluate changesin liabilities arising from
financing activities, including both changesarising from cash flow and non-cash changes.

- Amendments to IFRS 2 Share-based Payment clarify the accounting for certain types of
arrangements and are effective for annua periods beginning on or after 1 January 2018. The
amendments cover three accounting areas (a) measurement of cash-settled share-based payments;
(b) classification of share-based payments settled net of tax withholdings; and (c) accounting for a
modification of a share-based payment from cash-settled to equity-settled. The new requirements
could affect the classification and/or measurement of these arrangements and potentially thetiming
and amount of expense recognised for new and outstanding awards. The amendmentsare not likely
to haveanimpact on Company’sfinancial statements.

- Transfersof Investment Property (Amendmentsto | AS40 Investment Property - effectivefor annual
periods beginning on or after 1 January 2018) clarifiesthat an entity shall transfer a property to, or
from, investment property when, and only when there is a change in use. A change in use occurs
when the property meets, or ceases to meet, the definition of investment property and there is
evidence of the change in use. In isolation, a change in management's intentions for the use of a
property does not provide evidence of a change in use. The amendments are not likely to have an
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impact on Company’sfinancial statements.

- Annua improvements to IFRS standards 2014-2016 cycle. The new cycle of improvements
addressesimprovementsto following approved accounting standards:

*  Amendmentsto IFRS 12 Disclosure of Interestsin Other Entities (effective for annual periods
beginning on or after 1 January 2017) clarify that the requirements of IFRS 12 apply to an
entity’sintereststhat are classified asheld for saleor discontinued operationsin accordancewith
IFRS5 Non-current AssetsHeld for Sale and Discontinued Operations. Theamendmentsare not
likely to haveanimpact on Company’sfinancial statements.

* Amendments to IAS 28 Investments in Associates and Joint Ventures (effective for annual
periods beginning on or after 1 January 2018) clarifies that a venture capital organization and
other similar entities may elect to measure investments in associates and joint ventures at fair
value through profit or loss, for each associate or joint venture separately at the time of initial
recognition of investment. Furthermore, similar election is available to non-investment entity
that hasan interest in an associate or joint venturethat isan investment entity, when applying the
equity method, to retain the fair value measurement applied by that investment entity associate
or joint venture to the investment entity associate's or joint venture's interests in subsidiaries.
This election is made separately for each investment entity associate or joint venture. The
amendmentsarenot likely to have animpact on Company’ sfinancial statements.

— IFRIC 22 Foreign Currency Transactions and Advance Consideration (effective for annual periods
beginning on or after 1 January 2018) clarifies which date should be used for translation when a
foreign currency transaction involves payment or receipt in advance of the item it relates to. The
relateditemistransated using the exchangerate on thedatethe advanceforeign currency isreceived
or paid and the prepayment or deferred income is recognised. The date of the transaction for the
purpose of determining theexchangerateto useoninitial recognition of therel ated asset, expenseor
income (or part of it) would remain the date on which receipt of payment from advance consideration
was recognised. If there are multiple payments or receipts in advance, the entity shall determine a
dateof thetransaction for each payment or recei pt of advance consideration.

- IFRIC 23 Uncertainty over Income Tax Treatments (effective for annual periods beginning on or
after 1 January 2019) clarifiesthe accounting for income tax when there isuncertainty over income
tax treatments under IAS 12. The interpretation requires the uncertainty over tax treatment be
reflected inthe measurement of current and deferred tax.

- In addition, the Companies Act, 2017 was enacted on 30 May 2017 and Securities and Exchange
Commission of Pakistan (SECP) videitscircular 17 of 2017 has clarified that the companieswhose
financia year closeson or before 30 June 2017 shall preparetheir financial statementsin accordance
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with the provisions of the repealed Companies Ordinance, 1984. The Companies Act, 2017
applicable for financial year beginning on 1 July 2017 requires certain additional disclosures and
changes for certain accounting treatments including accounting for reval uation surplus which may
require change in the relevant accounting policy. Management is in the process of assessing the
impact of such changesonthefinancial statements.

5 SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to al periods presented in
thesefinancial statements.

5.1 Property, plant and equipment

Property, plant and equipment other than leasehold land, building on leasehold land, plant and
machinary and capital work in progress, is stated at cost less accumulated depreciation and
accumulated impairment losses, if any. Leasehold land, building on leasehold land and plant and
machinary is stated at revalued amount |ess accumul ated depreciation. Capital work in progressis
stated at cost less accumul ated impairment losses, if any, and istransferred to the respective item of
property, plant and equi pment when availablefor intended use. Cost inrelation to property, plant and
equi pment comprisesacquisition and other directly attributablecosts.

Depreciation is recognized in profit and loss account on a reducing balance method except for
el ectric applianceswhich aredepreciated on straight linemethod at the rates specifiedin note 6 to the
financial statements. Depreciation ischarged from the date at which the asset becomesavailablefor
usetothedateit isdisposed off. Depreciation methods, useful livesand residual valuesarereviewed
at each reporting dateand adjusted if appropriate.

Surplus arising on revaluation is credited to the surplus on revaluation of property, plant and
equipment account. Deficit arising on subsequent revaluation of property, plant and equipment is
adjusted against the balance in the above mentioned surplus account or charged to profit and loss
account in the absence of any surplus therein. The surplus on revaluation of property, plant and
equipment to the extent of incremental depreciation charged on the related assets (net of deferred
tax) istransferred to unappropriated profit.

The cost of replacing part of anitem of property, plant and equipment isrecognized in the carrying
amount of theitemif it is probable that the future economic benefits embodied within the part will
flow to the Company and its cost can be measured reliably. The carrying amount of the replaced part
is derecognized. The costs of the day-to-day servicing of property, plant and equipment are
recognizedin profit and lossaccount asincurred.
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Gains and losses on disposal of an item of property, plant and equipment are determined by
comparing the proceeds from disposal with the carrying amount of property, plant and equipment,
and arerecognized net within“ other income” in profit and | ossaccount.

5.2 Stockin trade
Stock intradeismeasured at lower of cost and net reali zableval ue. Cost isdetermined asfollows:

Materia intransit:  at material cost plusother chargespaid thereon

Raw material: at moving average cost
Work inprocess: at material and related manufacturing cost
Finished goods: at moving average cost and rel ated manufacturing expenses

Cost comprisesof purchase and other costsincurred in bringing the material to their present location
and condition. Net realizable value signifies the estimated selling price in the ordinary course of
business | ess estimated cost of completion and selling expenses necessarily to beincurred to makea
sae.

5.3 Stores, spare parts and loose tools

Thesearevalued at lower of weighted average cost and net realizable valuelessimpairment. Costis
determined on aweighted average basis and comprises costs of purchase and other costsincurredin
bringing theitemsto their present location and condition. Provision is made for slow moving items
where necessary and is recognized in the profit and loss account. Net realizable value signifiesthe
estimated selling priceintheordinary course of businesslesscostsnecessarily to beincurredin order
tomakeasale.

5.4 Investments

All purchases and sale of investments are recognized using settlement date accounting. Settlement
date is the date on which investments are delivered to or by the Company. All investments are
derecognized when the right to receive economic benefits from the investments has expired or has
been transferred and the Company has transferred substantially all the risks and rewards of
ownership.

5.4.1 Investment atfair value through profit or loss - held for trading

Aninvestmentisclassified at fair valuethrough profit or lossif itisclassified asheld for trading or is
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designated as such upon initial recognition. Attributable transaction costs are recognized in profit
and loss account asincurred. Financial assets at fair value through profit or loss are measured at fair
valueand changestherein, arerecognizedin profit and lossaccount.

5.4.2 Loansandreceivables

Loansand receivablesarefinancial assetswith fixed or determinable paymentsthat arenot quotedin
an active market. Such assets are recognized initialy at fair value plus any directly attributable
transaction costs. Subsequent toinitial recognition, loansand receivablesare measured at amortized
cost using theeffectiveinterest method, lessany impairment | osses.

5.5 Taxation

Taxationfor theyear comprisescurrent and deferred tax. Taxationisrecognized intheprofit and loss
account except to the extent that it relates to items recognized outside profit and loss account
(whether in other comprehensiveincomeor directly in equity), if any, in which casethetax amounts
arerecognized directly inequity or in other comprehensiveincome.

5.5.1 Currenttax

Provision for current taxation is based on taxableincomefor the year at the applicabletax rates after
taking into account tax credit and tax rebates, if any and any adjustment to tax payable in respect of
previousyears.

5.5.2 Deferred tax

Deferred tax is recognized using the balance sheet liability method providing for temporary
differences between the carrying amounts of assets and liabilities for financial statements and the
corresponding tax bases used in the computation of tax. In addition, the Company also records
deferred tax asset on available tax losses. The amount of deferred tax provided is based on the
expected manner of realization or settlement of the carrying amount of assetsand liabilitiesusing the
tax ratesenacted at the bal ance sheet date.

A deferred tax asset isrecognized only to the extent that it is probabl e that future taxabl e profitswill
be available against which the asset can be utilized. Deferred tax assets are reduced to the extent that
it is no longer probable that the related tax benefit will be realized. Further the Company also
recognizes deferred tax liability on surplus on revaluation of depreciable fixed assets which is
adjusted against the related surplus. The effect on deferred taxation of the portion of income
expected to fall under presumptive tax regime is adjusted in accordance with the requirements of
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accounting technical release 27 of thel nstitute of Chartered A ccountants of Paki stan.

Deferred tax assetsand liabilitiesare offset if thereisalegally enforceableright to offset current tax
liabilitiesand assets, and they rel atetoincometaxeslevied by the sametax authority.

5.6 Investment property

Investment property isthe property held either to earn rental or for capital appreciation or for both,
but not for salein ordinary course of business. Investment property isinitially measured at cost |ess
accumulated depreciation and impairment loss, if any. Cost includes expenditure that is directly
attributable to the acquisition of the investment property. The cost of self constructed investment
property includes the cost of materials and direct labor, any other costs directly attributable to
bringing the investment property to a working condition for its intended use and capitalised
borrowing cost.

Depreciation is provided on a reducing balance method and charged to profit and loss account to
write off the depreciable amount of each asset over its estimated useful life at the rates specified in
note 6. Depreciation is charged from the month asset is available for use while no depreciation is
chargedinthe month inwhichtheasset i sdisposed off.

Maintenance and normal repairs are charged to income as and when incurred. Major renewals and
Improvements are capitalized and the assets so replaced, if any, are retired. Gains and losses on
disposal of assetsareincludedin profit and lossaccount.

Gainsandlosseson disposal of investment property are determined by comparing the proceedsfrom
disposal with the carrying amount of investment property, and are recognized net within “other
income” in profit andlossaccount.

5.7  Employee benefits

Salaries, wages and benefits are accrued in the period in which the associated services are rendered
by employees of the Company and measured on an undiscounted basis. The accounting policy for
employeeretirement benefitsisdescribed bel ow;

5.7.1 Accumulating compensated absences

The Company makes provision for compensated un-availed absences accumul ated by itsemployees
and chargefor theyear isrecognizedin profit and lossaccount.
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5.7.2 Provident fund

The Company has established a recognized provident fund for the eligible employees of the
Company. Provision ismade in the financial statementsfor the amount payable by the Company to
thefundandinthisregard contributionsare made monthly at therate of 10% of basic salary equally
by the Company and the employee. Obligations for contributions to plan is recognized as an
employeebenefit expensein profit and | ossaccount whenthey aredue.

5.7.3 Gratuity - defined contribution plan

The Company operates a funded gratuity scheme for all its employees. Provision is made on an
annual basis by way of acharge to the profit and loss account, in accordance with the rules of fund
approved by Board of Trustees.

5.8 Revenue recognition

Revenue from the sale of goods is measured at the fair value of the consideration received or
receivable, net of government levies, trade discounts and commission. Revenueisrecognized when
the significant risks and rewards of ownership have been transferred to the buyer, recovery of the
considerationisprobable, the associated costsand possi bl ereturn of goodscan be estimated reliably,
there is no continuing management invol vement with the goods, and the amount of revenue can be
measured reliably. Risk and rewards are transferred to the customer upon dispatch of goods as
appropriate under thetermsof agreementswith customers.

5.9 Foreign currencies

PKR isthe functional currency of the Company. Transactionsin foreign currencies are recorded at
the rates of exchange ruling on the date of the transaction. All monetary assets and liabilities
denominated in foreign currencies are translated into PKR at the rate of exchange ruling on the
bal ance sheet date and exchangedifferences, if any, arecharged to profit and lossaccount.

5.10 Financeincome and cost

Financeincome comprisesinterest income on fundsinvested, exchange gain and changesin thefair
value of financial asset at fair value through profit and loss account. Income on saving accountsis
accrued on atimeproportion basisby referenceto the principal outstanding and the applicablerate of
return. Foreign currency gainsand lossesarereported onanet basis.
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Finance cost comprisesinterest expense on borrowingsand bank charges. Borrowing costsincurred
for the construction of any qualifying asset are capitalized during the period of timethat isrequired
to complete and prepare the asset for its intended use or when substantially all the activities
necessary to prepare the qualifying asset for itsintended use or sale are complete. Borrowing costs
that are not directly attributable to the acquisition, construction or production of aqualifying asset
arerecognizedin profit and lossaccount.

5.11 Financial instruments

Financial assetsand liabilitiesare recognized when the Company becomesaparty to the contractual
provisionsof theinstrument.

The Company derecognizes afinancial asset when the contractual rightsto the cash flows from the
asset expire, or it transfersthe rights to receive the contractual cash flowsin atransaction in which
substantially all therisksand rewards of ownership of thefinancial asset aretransferred. Any interest
in such transferred financial assets that is created or retained by the Company is recognized as a
Separateasset or liability.

The Company classifies financial assetsinto the following categories: financial assets at fair value
through profit or loss and loans and receivables. Financial assets mainly comprise long and short
term deposits, trade debts, advances, investments, other receivablesand cash and bank balances.

The particular recognition and subsequent measurement methods adopted for significant financial
assetsaredisclosed intheindividual policy statementsassociated with them.

The Company derecognizes a financial liability when its contractual obligations are discharged,
cancelled or expire.

Financia liabilities are recognized initially at fair value less any directly attributable transaction
costs. Subsequent to initial recognition, these financial liabilities are measured at amortized cost
using the effective interest method. Significant financial liabilities are obligations under short term
borrowings, creditors, accrued and other liabilities.

The particular recognition and subsequent measurement methods adopted for significant financial
liabilitiesaredisclosed intheindividual policy statementsassociated with them.

5.12  Offsetting

Financial assetsand liabilities are set off in the balance sheet, only when the Company hasalegally
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enforceable right to set off the recognized amounts and intends either to settle on anet basis or to
realizethe assetsand settletheliabilitiessimultaneously.

5.13 Trade and other receivables

Trade and other receivables are initially stated at fair value of consideration to be received.
Subsequent to initial recognition these are carried at their amortized cost as reduced by appropriate
provisionfor impairment, if any. Bad debtsarewritten off whenidentified.

The alowance for doubtful accountsis based on the Company’s assessment of the collectability of
counterparty accounts. The Company regularly reviews its debts and receivables that remain
outstanding past their applicable payment terms and establishes allowance and potential write-offs
by considering factors such as historical experience, credit quality, age of the accounts receivable
bal ances, and current economic conditionsthat may affect acustomer’sability to pay.

5.14 Trade and other payables

Trade and other payablesareinitially carried at thefair value of the considerationto be paid in future
for goods and services received. Subsequent to initial recognition, these are carried at amortized
cost.

5.15 Provisions

A provision is recognized in the balance sheet when the Company has a legal or constructive
obligation as aresult of apast event and it is probable that an outflow of economic benefits will be
required to settle the obligation and a reliable estimate can be made of the amount of obligation.
Provisionsarereviewed at each balance sheet date and if required are adjusted to reflect the current
best estimate.

5.16 Mark-up bearing borrowings

Mark-up bearing borrowings are recognized initially at cost being the fair value of consideration
received, less attributable transaction costs. Subsequent to initial recognition, mark-up bearing
borrowingsarestated at amortized cost.

5.17 Dividend

Dividend distribution to the Company's membersis recognized as aliability in the period in which
thedividendsareapproved.
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5.18 Cash and cash equivalents

Cash and cash equivalentsfor the purpose of cash flow statement comprise cash in hand and at bank
and short term borrowings that form an integral part of the Company's cash management. Cash and
cash equivalentsarecarriedinthe balance sheet at cost.

5.19 Impairment
5.19.1 Financial assets

Afinancial asset other than held for trading and carried at fair valueisassessed at each reporting date
to determinewhether thereisany objectiveevidencethat it isimpaired. A financial asset isimpaired
if thereis objective evidence of impairment as aresult of one or more eventsthat occurred after the
initial recognition of the asset, and that | oss event(s) had animpact on the estimated future cash flows
of that asset that can beestimatedreliably.

Objective evidence that financial assets are impaired includes default or delinquency by a debtor,
restructuring of an amount due to the Company on terms that the Company would not consider
otherwise, indicationsthat a debtor or issuer will enter bankruptcy, adverse changesin the payment
status of borrowersor issuers, economic conditionsthat correl ate with defaults or the disappearance
of an active market for asecurity. In addition, for aninvestment in an equity security, asignificant or
prolonged declineinitsfair valuebelow itscost isobjectiveevidence of impairment.

All impairment |osses are recognized in profit and loss account. An impairment lossisreversed in
the profit and loss account if the reversal can be related objectively to an event occurring after the
Impairment |losswasrecognized.

5.19.2 Financial assets measured at amortized cost

The Company considers evidence of impairment for financial assets measured at amortized cost
(loansand receivables) at both, specific asset and collectivelevel. All individually significant assets
are assessed for specific impairment. Those found not to be specifically impaired are then
collectively assessed for any impairment that hasbeenincurred but not yet identified. Assetsthat are
not individually significant are collectively assessed for impairment by grouping together assets
withsimilar risk characteristics.

In assessing collectiveimpairment, the Company uses historical trends of the probability of default,
thetiming of recoveriesand the amount of lossincurred, adjusted for management’s judgment asto
whether current economic and credit conditionsare such that the actual |ossesarelikely to begreater
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or lesser than suggested by historical trends.

An impairment loss in respect of afinancial asset measured at amortized cost is calculated as the
difference between its carrying amount and the present value of the estimated future cash flows
discounted at the asset’s original effective interest rate. Losses are recognized in profit and loss
account and reflected in an allowance account against loans and receivables or held-to-maturity
investment securities. When an event occurring after the impairment was recognized causes the
amount of impairment |oss to decrease, the decrease in impairment lossis reversed through profit
andlossaccount.

5.19.3 Non financial assets

The carrying amount of the Company's assets are reviewed at each balance sheet date to determine
whether there is any indication of impairment loss. If any such indication exists, recoverable
amount isestimated in order to determinethe extent of theimpairment loss, if any.

The recoverable amount of an asset or cash-generating unit isthe greater of itsvaluein use and its
fair valueless coststo sell. In assessing value in use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate that reflects current market assessments of the
time value of money and the risks specific to the asset. In the absence of any information about the
fair value of acash-generating unit, the recoverable amount isdeemed to bethevaluein use. For the
purpose of impairment testing, assets are grouped together into the smallest group of assets that
generates cash inflows from continuing use that are largely independent of the cash inflows of other
assetsor groupsof assets(the” cash-generating unit”).

An impairment loss is recognized if the carrying amount of an asset or its cash-generating unit
exceeds its estimated recoverable amount. Impairment losses are recognized in profit and loss
account. Impairment lossesin respect of cash-generating unitsare alocated to the carrying amounts
of assetsin the cash-generating unit group on pro-ratabasis. An impairment lossisreversed only to
the extent that the asset carrying amount does not exceed the carrying amount that would have been
determined, net of depreciation or amortization, if noimpairment losshad been recognized.

5.20 Earnings per share

The Company presents basic and diluted earnings per share (EPS). Basic EPS is calculated by
dividing the profit or loss attributable to ordinary shareholders of the Company by the weighted
average number of ordinary shares outstanding during the year. Diluted EPS is determined by
adjusting the profit or loss attributableto ordinary shareholdersand the wei ghted average number of
ordinary sharesoutstanding, adjusted for theeffectsof al dilutivepotential ordinary shares.
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5.21 Fair value measurement

‘Fair value' is the price that would be received to sell an asset or paid to transfer aliability in an
orderly transaction between market participants at the measurement date in the principal or, in its
absence, the most advantageous market to which the Company hasaccessat that date. Thefair value
of aliability reflectsitsnon-performancerisk.

A number of the Company’s accounting policies and disclosures require the measurement of fair
values, for both financial and non-financial assetsand liabilities.

When oneisavailable, the Company measuresthefair value of aninstrument using the quoted price
in an active market for that instrument. A market isregarded as activeif transactionsfor the asset or
liability take place with sufficient frequency and volume to provide pricing information on an
ongoingbasis.

If there is no quoted price in an active market, then the Company uses valuation techniques that
maximize the use of relevant observable inputs and minimize the use of unobservable inputs. The
chosen valuation technique incorporates all of the factors that market participants would take into
account in pricing atransaction.

The best evidence of the fair value of afinancial instrument on initial recognition is normally the
transaction price — i.e. the fair value of the consideration given or received. If the Company
determines that the fair value on initia recognition differs from the transaction price and the fair
valueisevidenced neither by aquoted pricein an active market for anidentical asset or liability nor
based on a valuation technique for which any unobservable inputs are judged to be insignificant in
relation to the measurement, then thefinancial instrumentisinitially measured at fair value, adjusted
to defer the difference between the fair value on initial recognition and the transaction price.
Subsequently, that differenceisrecognised in profit and loss on an appropriate basis over thelife of
theinstrument but no later than when the val uationiswhol ly supported by observable market dataor
thetransactionisclosed out.
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6.1 Depreciation for the year has been allocated as follows:
2017 2016
Note Rupees Rupees
Cost of sales 24 12,893,271 13,341,954
Distribution cost 26 265,634 377,144
Administrative expenses 27 6,854,525 5,753,707
20,013,430 19,472,805
6.2 Revaluation of land, building, plant and machinery

Leaseholdland, building onleasehold land and plant and machinery of the Company werereval ued on 30 June 1996, 30 June 2005, 30
June2010and 30 June2015. L atest valuation for 2015 wascarried out by anindependent valuer M/SAsrem Private Limited. Land and
building were revalued on the market basis and plant and machinery under the depreciated replacement cost basis. This revaluation
resulted in net surplus of Rs. 213.352 million. Balance of revaluation surplus net of incremental depreciation included in the book
value of these assets as stated in note 21 amounted to Rs. 277.8 million (2016: Rs. 280.7 million) at theyear end. Thefair valuewhen
determinedfallsunder level 3hierarchy. Sensitivity analysishasnot been presented since dataabout observableinputisnot available.

Had there been no revaluations, related figures of revalued leasehold land, building and plant and machinery would have been as

follows:
Net book value
2017 2016
Rupees Rupees
Leasehold land 44,033,883 44,033,883
Building on leasehold land 114,227,399 117,156,307
Plant and machinery 76,153,042 78,105,684
234,414,324 239,295,874
6.3 Detail of disposal of property, plant and equipment:
Cost Book value Sale Gain Mode of To
proceeds disposal
Rupees
Vehicle Insurance Jubilee
1,446,455 737,960 950,000 212,040 . Genera
[PY-841] Claim
Insurance Co.
Vehicle _ Qadegr
2,018,980 1,146,480 1,151,260 4,780 Quotations Associates &
[SU-319]
Motors
2017 3,465,435 1,884,440 2,101,260 216,820
2016 2,581,958 1,367,542 1,522,117 154,575
6.4 Components of capital work in progress
2017 2016
Rupees Rupees
Plant and machinery 7,116,285 2,797,878
Others - 33,750
7,116,285 2,831,628
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INVESTMENT PROPERTY

Balance at 01 July

Transfer from property, plant and equipment
Accumulated depreciation

Balance at 30 June

2017 2016
Rupees Rupees
32,643,304 -
- 32,848,608
(816,082) (205,304)
31,827,222 32,643,304

Asper latest valuation of investment property, fair value of investment property isRs. 31,603,793 (2016: Rs. 32,406,396).

The fair value of investment property was determined by external, independent property valuers, having appropriate recognized
professional qualificationsand recent experienceinthelocation and category of the property being valued. Thefair valuefallsinlevel
3 hierarchy, ismeasured for disclosure purpose only. Sensitivity analysis has not been presented since data about observableinput is

not available.

STORES, SPARE PARTS AND LOOSE TOOLS

Stores
Spare parts
Loosetools

Provision for slow moving stores, spare parts and |oose tools

STOCK IN TRADE

Raw materials
Packing materials
Work in process
Finished goods
Goodsin transit

TRADE DEBTS - unsecured

Unsecured - considered good
Unsecured - considered doubtful

Provision for doubtful debts

ADVANCES - unsecured

Advances to suppliers - considered good
Advances to employees - interest free, considered good

2017 2016
Rupees Rupees
1,866,229 2,165,612
8,932,465 9,055,206
16,107 16,107
10,814,801 11,236,925
(6,080,089) (4,706,413)
4,734,712 6,530,512
99,220,748 98,053,460
4,183,159 5,276,212
3,331,212 5,820,932
22,525,711 38,469,060
13,491,395 23,832,521
142,752,225 171,452,185
208,638,227 231,358,044
- 612,270
208,638,227 231,970,314
- (612,270)
208,638,227 231,358,044
12,340,745 11,633,279
648,476 950,660
12,989,221 12,583,939
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2017 2016
Note Rupees Rupees
12 TRADE DEPOSITS AND SHORT TERM PREPAYMENTS
Trade deposits - interest free 2,824,455 2,666,576
Prepayments 1,890,370 1,813,701
4,714,825 4,480,277
13 OTHER RECEIVABLES
Considered good:
Interest income receivable 89,662 56,326
Salestax receivable - net 792,144 -
Others 1,101,612 236,612
1,983,418 292,938
14 SHORT TERM INVESTMENTS
Investments: Number of units
Held for trading 2017 2016
ABL Income Fund 14,537,032 14,729,429 14.1 145,884,929 147,724,390
Faysal Money Market Fund 1,144,138 1,233,672 14.1 115,843,960 124,748,901
UBL Liquidity Plus Fund 1,093,311 1,088,839 14.1 110,063,030 109,480,002
371,791,919 381,953,293
Loans and receivables - term deposit receipts (TDRs) 14.2 57,640,000 57,475,000
429,431,919 439,428,293
14.1 Theseinvestments are stated at fair value at the year end, using the year end redemption price. Gain on remeasurement isincluded in

other operatingincome. Asstatedinnote 17, 13,947,974 unitsin ABL Income Fund, 1,139,953.89 unitsin Faysal Money Market Fund
and 776,281 unitsin UBL Liquidity PlusFund (2016: 13,947,974 unitsin ABL Income Fund, 1,084,062 unitsin Faysal Money Market
Fund and 776,281 unitsin UBL Liquidity Plus Fund) are pledged as security against running finance facilities arranged with Allied
Bank Limited, Faysal Bank Limited and United Bank Limited respectively.

14.2 Thisrepresentsforeign currency term deposit recei pts (TDRs) amounting to USD 550,000 (2016: USD 550,000). Thiscarriesinterest
rate at 2.00% (2016:1.26%) per annum. As stated in note 17, TDRs of USD 550,000 are given as security against running finance
facility arranged with Allied Bank Limited.

15 CASH AND BANK BALANCES 2017 2016
Cash at bank - conventional banking Note Rupees Rupees
Current accounts 15.1 28,386,680 29,867,582
Saving accounts 15.2 21,592 17,445
28,408,272 29,885,027
Cashin hand 24,608 23,257
28,432,880 29,908,284

15.1 Current accountsincludeforeign currency balancesamounting to Rs. 512,497 (USD 4,890), (2016: Rs. 7,525,522) (USD 72,015).

15.2 Thesecarry interest at therate of 3.75% (2016: 3.75%) per annum.
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2017 2016
Note Rupees Rupees
16 TRADE AND OTHER PAYABLES
Trade creditors 72,317,696 119,000,821
Advances from customers 6,248,709 4,603,008
Payable to contractors 16.1 - 1,899,060
Accrued liabilities 21,918,903 22,567,459
Sales tax payable - net - 4,077,957
Insurance 622,255 422,333
Workers' profit participation fund payable 21,748,612 27,935,304
Workers' welfare fund payable 8,699,445 11,174,122
Unclaimed dividend 29,106,897 21,022,630
Withholding tax payable 33,009 -
Others 8,783,001 4,224,066
169,478,527 216,926,760
16.1 This represents amount payable to contractors against construction of head office building.
2017 2016
Note Rupees Rupees
17 SHORT TERM BORROWINGS - secured
From banking companies - under mark-up arrangement
Allied Bank Limited
Running finance 17.1 137,898,636 90,966,464
Faysal Bank Limited
Running finance 17.2 67,852,320 97,568,692
United Bank Limited
Running finance 17.3 96,791,573 97,156,282
302,542,529 285,691,438
17.1 Thisrepresents utilized amount of running finance facilities with cumulative sanctioned limit of Rs. 327.840 million (2016: Rs. 216

million). Thesefacilitiesincluderunning financefacility - RF | with sanctioned limit of Rs. 140 million carrying mark-up at therate of
3 months KIBOR + 1.25% of the utilized amount, running finance facility - RF Il with a maximum sanctioned limit of Rs. 133.50
million carrying markup at therate of 3 monthsKIBOR + 1% per annum of the utilized amount and secured agai nst investmentin units
of ABL Income Fund having market value of Rs. 140.962 million (refer note 14) with 5% margin, and running financefacility - RF I11
with maximum sanctioned limit of Rs. 54.340 million (2016: Rs. 47.5 million) carrying markup at therate of 3 months KIBOR + 1%
per annum of the utilized amount and secured against the investment madein the ABL term deposit recei pts of USD 550,000 with 5%
margin. Refer note 14.

RF | has sub limit of letter of credit - sight (foreign), Letter of credit - usance (foreign), Export Refinance and FCEF. Further the
Company hasfacilitiesaggregating to Rs. 75 million (2016: Rs. 50 million) for Export Refinance and FCEF and for issuance of letter
of credits(LCs) and letter of guarantees (L Gs) secured against cash and cash equival entswith amargin of 10%.

17.2 This represents utilized amount of running finance facility with a sanctioned limit of Rs. 150 million (2016: Rs. 150 million) and
carriesmark up at therate of 3 months KIBOR + 1% per annum payable on quarterly basis. Thefacility issecured against investment
inunitsof Faysal Money Market Fund with a5% margin. Refer note 14.

17.3 This represents utilized amount of running finance facility of Rs. 150 million (2016: Rs. 150 million) for financing working capital
requirements of the Company. The facility carries markup at the rate of 1 month KIBOR + 0.75% per annum. The facility is secured
againstinvestmentinunitsof UBL Liquidity PlusFund with 5% margin. Refer note 14.
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17.4 Thefacilitiesmentioned in note 17.1 are secured by way of first charge amounting to Rs. 315 million on all present and future current
assets (excluding financial assets) and fixed assets (excluding head office building) of the Company including equitable mortgage
over industrial property of the Company, lien on valid import documents of the Company and corporate guarantee of the Company in
additionto security mentionedinnote17.1.

2017 2016
Rupees Rupees
18 DEFERRED EMPLOYEE BENEFIT
Accumulating compensated absences
Balance at 01 July 2,957,812 2,062,050
Charge for the year 774,714 897,391
3,732,526 2,959,441
Benefits paid during the year (1,060) (1,629)
Balance at 30 June 3,731,466 2,957,812
Actuarial valuation of accumulating compensated absences has not been carried out as the impact of such valuation is deemed
immaterial.
2017 2016
Rupees Rupees
19 DEFERRED TAX LIABILITY- net
The net balance of deferred tax isin respect of
the following temporary differences:
Accelerated depreciation on property, plant and equipment 25,628,275 28,234,381
Retirement benefits (895,552) (745,369)
Provision for doubtful debts, advances and receivables - (154,292)
Provision for slow moving stores, spare parts and loose tools (1,459,221) (1,186,016)
Surplus on revaluation of property, plant and equipment 7,127,511 8,215,702
30,401,013 34,364,406

19.1

20.2

20.2.1

Based on the Company's estimate of future export sales, adjustment of Rs. 25.33 million (2016: Rs. 21.82 million) has been madein
the taxable temporary differences at the year end. This has resulted in increased after tax profit by Rs. 7.60 million (2016: Rs. 6.55
million) with corresponding decreasein deferred tax liability by the sameamount.

SHARE CAPITAL

Authorized share capital

This represents 60,000,000 (2016: 25,000,000) ordinary shares of Rs. 10 each.

Issued, subscribed and fully paid up capital

2017 2016 2017 2016
Numbers Numbers Rupees Rupees
Ordinary shares of Rs. 10 each 15,400,000 14,000,000 154,000,000 140,000,000
Ordinary shares of Rs. 10 each
issued in lieu of restructuring 6,600,000 6,000,000 66,000,000 60,000,000
arrangement with the lender
22,000,000 20,000,000 220,000,000 200,000,000

Theseinclude 6,408,196 (2016: 5,894,000) ordinary sharesof Rs. 10 each held by the Directors of the Company and 1,698,510 (2016:
6,544,100) ordinary sharesheld by an associated company.
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2017 2016
Rupees Rupees
21 SURPLUS ON REVALUATION OF PROPERTY,
PLANT AND EQUIPMENT - net of tax
Balance at 01 July 280,727,459 283,943,446
Transferred to equity in respect of incremental
. 1,81 2, ,
depreciation - net of deferred tax (1,815.,838) (2:405,559)
Related deferred tax on incremental depreciation (696,967) (810,428)
(2,512,805) (3,215,987)
Balance at 30 June 278,214,654 280,727,459
Related deferred tax liability:
Baance at 01 July (8,215,702) (9,026,130)
Movement during the year 1,088,191 810,428
Balance at 30 June (7,127,511) (8,215,702)
271,087,143 272,511,757
22 CONTINGENCIES AND COMMITMENTS
22.1 Contingencies

22.1.1 Industrial Estate Hattar of Khyber Pakhtunkhwa Economic Zone Development and Management Company (formally Sarhad
Development Authority), Khyber Pakhtunkhwa has raised an additional demand of Rs. 6,203,400 against the Company relating to
additional payment to be made to original owners of the land for which lease was signed and full payment was made in 1991. The
Company has not acknowledged the claim and hasfiled an appeal against the demand before the Civil Judge, Haripur. The court has
stayed the demand and currently the case is with the Chairman, IEMC & HIA for arbitration. Pending the outcome of the appeal, no
provision has been madein thesefinancial statementsfor such demand asthe management isconfident that the appeal will be decided
inthe Company'sfavour.

22.1.2  For contingenciesrelating to tax mattersrefer note 29 to thefinancial statements.
22.2 Commitments

22.2.1  Lettersof credit issued by Allied Bank Limited on behalf of the Company for import of raw materials, outstanding at the year end
amountedto Rs. 32,707,040 (2016: Rs. 42,168,467).

22.2.2  Letter of guarantee issued by Allied Bank Limited on behalf of the Company for the issuance of performance bond to secure the
contractswith different government and private entitiesoutstanding at the year end amounting to Rs. 1,000,000 (2016: Rs. 1,200,950).

2017 2016
23 NET SALES / TURNOVER Note Rupees Rupees

Turnover 1,114,416,392 1,521,161,601

Sales tax (163,185,826) (221,473,619)

Commissions (11,551,486) (8,189,670)

Net local sales 939,679,080 1,291,498,312

Net export sales 231 259,953,143 156,384,877
1,199,632,223 1,447,883,189

23.1 Export sales represent sales made to Saindak and Dudder (2016: Saindak and Dudder) projects in Balochistan, Pakistan which has

been declared asExport Processing Zone by the Government of Pakistan (GoP).
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2017 2016
Note Rupees Rupees
24 COST OF SALES

Materials consumed 24.1 444,252,851 637,706,398
Stores, spare parts and loose tools 4,875,709 5,297,024
Packing materials consumed 15,233,713 17,271,749
Electricity charges 8,068,096 5,862,196
Salaries, wages and other benefits 24.2 84,084,668 76,179,064
Insurance 4,571,724 4,447,171
Repairs and maintenance 2,735,577 4,980,297
Depreciation 6.1 12,893,271 13,341,954
Vehicle running and maintenance 1,147,664 839,616
Travelling and conveyance 447,832 857,974
Water charges 72,010 60,900
Telephone, telex and postage 211,829 213,416
Legal and professional charges - 42,000
Printing and stationery 162,498 241,279
Canteen 851,424 867,095
Transportation 31,416,892 16,797,174
Fees and subscription 889,845 1,120,190
Vehicle rent 1,861,155 1,793,880
Security charges 4,231,137 3,779,632
Saindak expenses 2,500,406 1,918,760
Miscellaneous expenses 1,025,612 869,504
Provision for slow moving stores, spare parts and loose 1,373,676 457,892
622,907,589 794,945,165

Work in process:
Opening 5,820,932 2,619,916
Closing (3,331,212) (5,820,932)
2,489,720 (3,201,016)
Cost of goods manufactured 625,397,309 791,744,149

Finished goods:
Opening 38,469,060 19,108,367
Closing (22,525,711) (38,469,060)
15,943,349 (19,360,693)
641,340,658 772,383,456
24.1 Materials consumed

Stock at 01 July 98,053,460 92,555,775
Purchases during the year 445,420,139 643,204,083
543,473,599 735,759,858
Stock at 30 June (99,220,748) (98,053,460)
444,252,851 637,706,398

24.2 This includes Rs. 7,355,707 (2016: Rs. 6,690,868) charged on account of gratuity, provident fund and employees compensated
absences.
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2017 2016
Note Rupees Rupees
25 OTHER INCOME
From financial assets:
Dividend income 22,475,557 22,590,252
Gainon remgawrement of mvegment at fair value 393,483 206,677
through profit or loss - conventional
Interest on investment in TDRs 793,868 764,775
Exchange gain - net (non-derivative financial instruments) 506,327 1,492,486
Rental income 5,494,950 1,320,000
Bad debts recovered 612,270 550,000
Interest on bad debts recovered 786,730 -
Interest on saving accounts 18,122 25,395
31,081,307 26,949,585
From non-financial assets:
Gain on disposal of property, plant and equipment 216,820 | | 154,575 |
216,820 154,575
31,298,127 27,104,160
26 DISTRIBUTION COST
Salaries, wages and other benefits 26.1 19,664,134 17,335,494
Staff travelling and conveyance 2,586,566 2,496,814
Telephone and postage 123,998 138,224
Entertainment 689,513 1,099,180
Printing and stationary 154,920 182,568
Vehicle running and maintenance 505,328 654,359
Insurance 140,337 110,602
Other charges 93,300 84,430
Depreciation 6.1 265,634 377,144
24,223,730 22,478,815

26.1 This include Rs. 2,057,850 (2016: Rs. 1,868,068) charged on account of gratuity, provident fund and employees compensated
absences.
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2017 2016
Note Rupees Rupees
27 ADMINISTRATIVE EXPENSES
Chief Executive and Directors remuneration 27.1 46,346,775 42,850,000
Salaries, wages and other benefits 27.1 23,464,169 18,779,528
Directors travelling and conveyance 12,510,008 14,558,232
Staff travelling 52,382 3,301,192
Electricity, gas and water charges 1,006,325 1,113,145
Telephone, telex and postage 1,098,980 889,071
Rent, rates and taxes 88,258 377,788
Legal and professional charges 5,225,941 2,644,183
Donation - 2,100,000
Auditors remuneration 27.2 800,000 735,000
Printing and stationery 1,028,593 640,155
Entertainment 365,565 327,493
Insurance 335,364 357,401
Advertisements 373,942 315,248
Vehicle running and maintenance 1,649,495 2,333,104
Repair and maintenance 1,647,070 1,781,889
Security charges - head office 719,670 860,884
General expenses 1,056,487 451,744
Depreciation on investment property 816,082 205,304
Depreciation 6.1 6,854,525 5,753,707
105,439,631 100,375,068
27.1 This includes Rs. 4,002,370 (2016: Rs. 3,606,979) charged on account of gratuity, provident fund and employees compensated
absences.
2017 2016
27.2 Auditors' remuneration Rupees Rupees
Annual audit fee 575,000 525,000
Half yearly review 135,000 125,000
Other certifications 90,000 85,000
800,000 735,000
28 FINANCE COSTS
Mark up on short term borrowings - secured 23,344,539 19,709,683
Bank charges 1,609,549 1,334,243
24,954,088 21,043,926
29 TAXATION
Current:
- Prior years (1,267,357) (18,282,003)
- For the year 91,485,248 132,214,427
90,217,891 113,932,424
Deferred (3,572,169) 8,181,168
86,645,722 122,113,592
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29.3

294

29.5

2017 2016
Rupees Rupees
Reconciliation of tax expense with tax on accounting profit:
Profit before taxation 407,224,346 520,548,638
Tax rate 31% 32%
Tax on accounting profit 126,239,547 166,575,564
Tax effect of income charged at lower tax rate (33,483,190) (23,473,004)
Tax effect of prior years (1,267,357) (18,282,003)
T it f li h %
ax.credlt or selling more than 90% to sales tax (2,575.263) (3.230,830)
registered persons
Others (2,268,015) 523,865
86,645,722 122,113,592

Thereturnsfor and up to Tax Year 2016 have beenfiled by the Company. Thetaxation authoritiesare empowered to question or amend
an assessment within 05 yearsof theend of thefinancial year inwhichthereturnwasfiled.

The OIR, LTU, Islamabad while issuing appeal effect order under section 124 of the ITO'2001, for the Tax Year 2012 disallowed
expenses amounting to Rs. 28,226,385 relating to Salaries, WPPF, donations and expenses relating to Final Tax Regime (FTR). The
tax credit has been allowed to the extent of tax demand determined so there is no outstanding tax liability based on the appeal effect
order. TheCompany isin appeal beforeAppellate Tribunal onthismatter.

The CIR, LTU, Islamabad has selected the Company for Tax Audit under section 177 of the ITO'2001 for the Tax Year 2015. The
Company hasadequately responded to the I nformation Document Reguest (IDR); and thematter isin progress.

The OIR, LTU, Islamabad issued show cause notice contending short fall of Rs. 61,401,195 in advance tax paid by the Company for
theTax Year 2017. The short deposit determined by OIR pertained to verification of tax credits of advancewithholding tax deductions
adjustableunder section 168 of the | TO’ 2001. The Company filed writ petitionsto the | slamabad High Court (IHC) against the subject
noticesand hasobtai ned stay against recovery.

2017 2016
Restated
EARNINGS PER SHARE - basic and diluted
Profit for the year (Rupees) 320,578,624 398,435,046
Average number of shares outstanding during the year (Number) 22,000,000 22,000,000
Earnings per share (Rupees) 14.57 18.11

Restatement in earnings per shareis dueto issue of bonus shares during the year. Thereisno dilutive effect on the basic earnings per
shareof the Company.

2017 2016
CASH AND CASH EQUIVALENTS Note Rupees Rupees
Cash and bank balances 15 28,432,880 29,908,284
Short term borrowings 17 (302,542,529) (285,691,438)
(274,109,649) (255,783,154)
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REMUNERATION OF CHIEF EXECUTIVE OFFICER, DIRECTORS AND EXECUTIVES

Chief Executive
Executive Directors Executives Total
Officer
2017 (Rupees)
Manageria remuneration 20,896,775 17,280,000 56,421,000 94,597,775
Employee benefits 1,750,000 - 6,797,768 8,547,768
Bonus 3,500,000 2,920,000 9,244,667 15,664,667
Total 26,146,775 20,200,000 72,463,435 118,810,210
Number of persons 1 3 50
2016
Managerial remuneration 18,600,000 16,800,000 47,361,000 82,761,000
Employee benefits 1,550,000 - 7,115,402 8,665,402
Bonus 3,100,000 2,800,000 7,893,500 13,793,500
Total 23,250,000 19,600,000 62,369,902 105,219,902
Number of persons 1 3 49

The aggregate amount charged in these financial statementsin respect of meeting fee paid to other than Chief Executive Officer and
three Directors(2016: Three) wasRs. 9,459,000 (2016: Rs. 7,576,000).

Chief Executive Officer, Executive Directorsand Chief Operating Officer are provided with the Company'smaintained cars.

RELATED PARTY TRANSACTIONS

Related parties comprise of associated undertakings, directors, key management personnel, entities over which thedirectorsare able
to exerciseinfluence, employees' provident fund and gratuity fund. Transactions with related parties and balances outstanding at the

year end areasfollows:

Associated undertakings

Orient Trading Limited
- Payment of dividend
- Share capital
Dividend to Non Executive Directors

Other related parties

Remuneration including benefits and perquisites of

key management personnel

Dividend to key management personnel (Executive Directors)
Contribution towards employees' provident fund

Contribution towards employees gratuity fund

Services received

2017 2016

Note Rupees Rupees
108,632,060 127,609,950
16,985,100 65,441,000
83,251,696 105,066,000
32 118,810,210 105,219,902
8,482,600 9,867,000
4,862,959 4,108,275
7,892,033 12,519,090
- 200,000
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34

FINANCIALINSTRUMENTS - FAIR VALUES AND RISK MANAGEMENT

Fair value isthe amount that would be received on sale of an asset or paid on transfer of aliability in an orderly transaction between
market participants at the measurement date. Consequently, differences can arise between carrying values and fair value estimates.
Underlying thedefinition of fair valueisthe presumption that the Company isagoing concern without any intention or requirement to
curtail materially thescaleof itsoperationsor to undertake atransaction on adverseterms.

Thefair valueof financial assetsand liabilitiestradedin activemarketsi.e. listed equity sharesare based on the quoted market pricesat
theclose of trading on the period end date. The quoted market pricesused for financial assetsheld by the Company iscurrent bid price.
Afinancial instrument isregarded as quoted in an active market if quoted pricesarereadily and regularly avail ablefrom an exchange,
dealer, broker, industry group, pricing service, or regulatory agency, and those prices represent actual and regularly occurring market
transactionsonanarm’slength basis.

IFRS 13 'Fair Value M easurements requiresthe Company to classify fair valuemeasurementsusing afair value hierarchy that reflects
thesignificanceof theinputsusedin making the measurements. Thefair valuehierarchy hasthefollowinglevels:

- Quoted prices(unadjusted) in active marketsfor identical assetsor liabilities(level 1).

- Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly (that is, as
prices) orindirectly (that is, derived from prices) (level 2).

- Inputsfor theasset or liahility that are not based on observable market data(that is, unobservableinputs) (level 3).

34.1 Fair value of financial assets and liabilities

The following table shows the carrying amounts and fair values of financial assets and financial liabilities, including their levelsin the fair value hierarchy.

Carrying amount Fair value
Held at Other financial
Loans and fair value assets and
Financial assets and liabilities receivables through liabilities at Total Level 1 Level 2 Level 3 Total
profit or loss  amortized cost

30 June 2017 Rupees Rupees
Financial assets measured at fair value
Short term investments - 371,791,919 - 371,791,919 371,791,919 - - 371,791,919
Financial assets not measured at fair value
Trade debts - net 208,638,227 - - 208,638,227 - - - -
Advances 648,476 - - 648,476 - - - -
Trade deposits 2,824,455 - - 2,824,455 - - - -
Other receivables 1,191,274 - - 1,191,274 - - - -
Short term investments 57,640,000 - - 57,640,000 - - - -
Long term deposits 1,793,600 - - 1,793,600 - - - -
Cash and bank balances 28,432,880 - - 28,432,880 - - - -
Total financial assets 301,168,912 371,791,919 - 672,960,831 371,791,919 - - 371,791,919
Financial liabilities not measured at fair value
Short term borrowings - - 302,542,529 302,542,529 - - - -
Markup accrued - - 5,135,461 5,135,461 - - - -
Trade and other payables - - 132,748,752 132,748,752 - - - -
Total financial liabilities - - 440,426,742 440,426,742 - -
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Carrying amount

Fair value

Held at Other financial
Loans and fair value assets and
Financial assets and liabilities receivables through liabilities at Total Level 1 Level 2 Level 3 Total
profit or loss  amortized cost
30 June 2016 Rupees Rupees
Financial assets measured at fair value
Short term investments - 381,953,293 381,953,293 381,953,293 - 381,953,293
Financial assets not measured at fair value
Trade debts - net 231,358,044 - 231,358,044 -
Advances 950,660 - 950,660 -
Trade deposits 2,666,576 - 2,666,576 -
Other receivables 292,938 - 292,938 -
Short term investments 57,475,000 57,475,000 -
Long term deposits 1,778,600 1,778,600 -
Cash and bank balances 29,908,284 - - 29,908,284 - - -
Total financial assets 324,430,102 381,953,293 - 706,383,395 381,953,293 - 381,953,293
Financial liabilities not measured at fair value
Short term borrowings - 285,691,438 285,691,438 -
Markup accrued - 5,207,812 5,207,812 -
Trade and other payables - 169,136,369 169,136,369 -
Total financial liabilities - 460,035,619 460,035,619 -

34.2 FINANCIALRISK MANAGEMENT
The Company hasexposureto thefollowing risksfromitsuseof financial instruments:
- Creditrisk
- Liquidity risk
- Market risk
This note presents information about the Company’s exposure to each of the above risks, the Company’s objectives, policies and
processesfor measuring and managing risk. Further quantitative disclosuresareincluded throughout thesefinancial statements.
TheBoard of Directorshasoverall responsibility for the establishment and oversight of the Company’ srisk management framework.
TheBoardisresponsiblefor devel oping and monitoring the Company’ srisk management policies.
The Company’s risk management policies are established to identify and analyse the risks faced by the Company, to set appropriate
risk limitsand controls, and to monitor risks and adherenceto limits. Risk management policiesand systemsarereviewed regularly to
reflect changesin market conditionsand the Company'sactivities. The Company, through itstraining and management standards and
procedures, aims to develop a disciplined and constructive control environment in which all employees understand their roles and
obligations.
The Company's Audit Committee oversees how management monitors compliance with the Company’s risk management policies
and proceduresand reviewsthe adequacy of therisk management framework in relation to therisksfaced by the Company. TheAudit
Committee is assisted in its oversight role by Internal Auditor. Internal Auditor undertakes both regular and adhoc reviews of risk
management controlsand procedures, theresultsof which arereported to theAudit Committee.

34.3 Credit risk

Credit risk refers to the risk that the counterparty will fail to perform or fail to pay amounts due, resulting in financial loss to the
Company. The primary activities of the Company are manufacturing and sale of commercial explosives. The Company isexposed to
creditrisk fromitsoperation and certaininvesting activities.

The Company’scredit risk exposuresare categorised under thefollowing headings:
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Counterparties

In relation to the Company's exposure to credit risk, trade debtors and financial institutions are major counterparties and the
Company'spoliciesto managerisk inrelation to these counter partiesare explainedin thefollowing paragraphs.

Trade debts

Credit risk with respect to trade debts is diversified due to the number of entities comprising the Company’s customer base. Trade
debtsare essentially due from the entities engaged in cement manufacturing, construction, mining and oil and gas exploration service
providers. The Company has acredit policy that governs the management of credit risk, including the establishment of counterparty
credit repayment timeline and specific transaction approvals. The Company limits credit risk by assessing creditworthiness of
potential counterparties before entering into transactions with them and continuing to evaluate their creditworthiness after
transactions have been initiated. Further the Company for al major customers enters into a written agreement, and amongst the
provisions agreed are product rates and repayment terms. The Company’s exposure and the credit ratings of its counterparties are
continuously monitored and the aggregate val ue of transactionsconcluded isspread amongst approved counterparties.

Collectability is assessed based on the creditworthiness of the customer as determined by credit checks and the customer’s payment
history to the Company. The Company establishesa provision for doubtful debtsin respect of trade debtsand historically such losses
have been within management’ sexpectations.

Bank balances and investments

The Company maintains its bank balances and makes investments in money market funds with financial institutions of high credit
ratings. Theinvestment madein ABL Income Fund, Faysal Money Market Fund and UBL Liquidity Plus Fundisexposed to minimal
credit risk asthese are open-ended collective schemes, while deposits held with banks can either be redeemed upon demand or have a
short termmaturity of six monthsand therefore al so bear minimal risk.

Exposure to credit risk
The carrying amount of financial assets of the Company represents the maximum credit exposure. The Company does not have any

significant credit risk exposure to any single counterparty or any group of counterparties having similar characteristics and the
maximum financial exposuredueto credit risk onthe Company’sfinancial assetsasat 30 Junewas,

2017 2016
Rupees Rupees

Trade debts - net 208,638,227 231,358,044
Advances . 648,476 950,660
Trade deposits 2,824,455 2,666,576
Other receiyables 1,191,274 292,938
Short term |nvest.ments 429,431,919 439,428,293
Long term deposits 1,793,600 1,778,600
Bank balances 28,408,272 29,885,027

672,936,223 706,360,138

Geographically thereisno concentration of credit risk.

The maximum exposure to credit risk at the reporting date is held with a mutual fund amounting to Rs. 145,884,929 (2016 : Rs.
147,724,390).

Themaximum exposureto credit risk for trade debts at thereporting date by type of customer was:

2017 2016
Rupees Rupees
Cement manufacturers 19,928,984 19,359,610
Qil and gas exploration service providers 28,184,669 170,940,664
Construction and mining entities 160,524,574 41,057,770
208,638,227 231,358,044
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Impairment losses

The aging of trade debts at the reporting date was:

2017 2016
Gross debts Impairment Gross debts I mpairment
Rupees Rupees Rupees Rupees
Not past due 102,898,636 - 33,399,682 -
Past due 0-30 days 90,992,095 - 87,091,784 -
Past due 31-60 days 14,747,496 - 73,741,644 -
Past due 61-90 days - - 15,595,283 -
Past due 91-365 days - - 21,529,651 -
Over 365 days - - 612,270 612,270
208,638,227 - 231,970,314 612,270

The movement in impairment in respect of trade receivables during the year was as follows:

2017 2016
Rupees Rupees
Balance at 01 July 612,270 1,162,270
Doubtful debts recovered (612,270) (550,000)
Balance at 30 June - 612,270

The management constantly evaluates the creditworthiness of the customers and considers the historical payment record of
customers. Inrelation to thetrade debtsthat are past due, the management believesthat counterpartieswill dischargetheir obligations
and accordingly no additional allowancefor impairmentisrequired.

The allowance account in respect of other receivablesis used to record impairment losses, when no recovery of the amount owingis
possible; at that point theamount considered irrecoverableiswritten off by the Company.

34.4 Liquidity risk

Liquidity risk resultsfrom the Company's potential inability to meet itsfinancia liabilities, e.g. settlement of borrowings and paying
itssuppliers. Theresponsibility for liquidity risk management restswith the Board of Directors of the Company and their approachin
this regard is to ensure that the Company always has sufficient liquidity to meet its liabilities when due, without incurring
unacceptable losses or risking damage to the Company's reputation. Beyond effective working capital and cash management, the
Company mitigatesliquidity risk by arranging short term financing from highly rated financial institutions.

Thematurity profileof the Company’sfinancial liabilitiesbased onthe contractual amountsisasfollows:

2017 2016
Carrying Contractual Carrying Contractual
amount cash flows amount cash flows
Rupees Rupees
Maturity upto one year

Short term borrowings 302,542,529 302,542,529 285,691,438 285,691,438
Markup accrued 5,135,461 5,135,461 5,207,812 5,207,812
Trade and other payables 132,748,752 132,748,752 169,136,369 169,136,369
440,426,742 440,426,742 460,035,619 460,035,619
440,426,742 440,426,742 460,035,619 460,035,619
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34.5 Market risk
Market fluctuations may result in cash flow and profit volatility risk for the Company. The Company's operating activitiesaswell as
itsinvestment and financing activitiesare affected by changesin foreign exchangerates, interest rates and security prices. To optimize
the allocation of thefinancial resources aswell as secure an optimal return for its shareholders, the Company identifies, analyzesand
proactively managesthe associated financial market risks. The Company seeksto manageand control theserisksprimarily throughits
regular operating and financing activities.
Foreign currency risk management
PKR isthe functional currency of the Company and exposure arises from transactions and balancesin currencies other than PKR as
foreign exchangerate fluctuations may create unwanted and unpredictabl e earningsand cash flow volatility. The Company'spotential
currency exposure Comprise;

- Transactional exposurein respect of nonfunctional currency monetary items.
- Transactional exposurein respect of nonfunctional currency expenditure and revenues.

Thepotential currency exposuresarediscussed below;

Transactional exposure in respect of non functional currency monetary items

Monetary items, including financial assets and liabilities, denominated in currencies other than the functional currency of the
Company are periodically restated to PKR equivalent, and the associated gain or loss is taken to the profit and loss account. The
foreign currency risk related to monetary itemsismanaged as part of therisk management strategy.

Transactional exposure in respect of non functional currency expenditure and revenues

Certain operating and capital expenditure isincurred by the Company in currency other than the functional currency. Certain sales
revenue is earned in currencies other than the functional currency of the Company. These currency risks are managed as a part of
overall risk management strategy. The Company doesnot enter into forward exchange contracts.

Exposure to foreign currency risk

The Company’sexposureto foreign currency risk wasasfollowsbased on following amounts:

2017 2016
USD Usb
Trade debts 745,632 200,198
Bank balances and investments 554,890 622,015
Trade creditors 194,285 268,814
1,494,807 1,091,027
The significant exchange rates applied during the year were:
Average rate Reporting date closing rate
2017 2016 2017 2016
Rupees Rupees Rupees Rupees
USD 1 104.65 103.00 104.80 104.50
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Sensitivity analysis

A 10 percent weakening of the PKR against the USD at 30 June would have increased profit by the amounts shown below. This
analysisassumesthat all other variables, in particul ar interest rates, remain constant.

2017 2016
Rupees Rupees
Profit and loss account 15,665,579 11,401,234

A 10 percent strengthening of the PK R against the USD at 30 Junewould have had the equal but opposite effect on USD to theamounts
shown above, onthebasisthat al other variablesremain constant.

Interest rate risk

Theinterest rate risk is the risk that the value of the financial instrument will fluctuate due to changes in the market interest rates.
Sensitivity to interest rate risk arises from mismatches of financial assets and liabilities that mature in agiven period. The Company
adoptsapolicy to ensurethat interest raterisk arising onitsfinancial assetsis minimized by investing in fixed rate investmentslike
TDRs.

Profile

Atthereporting datetheinterest rate profile of the Company’sinterest-bearing financial instrumentswas:

2017 2016 2017 2016
% % Rupees Rupees
Financial assets
Fixed rate instrument
Term deposit receipts 2.00 1.26 57,640,000 57,475,000
Variable rate instrument
Bank balances - saving accounts 3.75 3.75 21,592 17,445
57,661,592 57,492,445

Financial liabilities
Variable rate instrument
Short term borrowings 7.01-7.37 7-8.01 302,542,529 285,691,438

302,542,529 285,691,438

Fair value sensitivity analysis for fixed rate instruments

The Company does not account for any fixed ratefinancial assetsand liabilitiesat fair value through profit or loss, and the Company
doesnot havederivatives as hedging instruments recognized under fair value hedge accounting model . Therefore, achangeininterest
ratesat thereporting datewould not affect profit or loss.

Cash flow sensitivity analysis for variable rate instruments

A changeof 100 basispointsininterest rateswould haveincreased/ decreased profit or lossby Rs. 3,241,974 (2016: Rs. 2,619,435).
Pricerisk

The Company is exposed to price risk because of investment in marketable securities held by the Company in ABL Income Fund,
Faysal Money Market Fund and UBL Liquidity PlusFund. Theseinvestmentsareclassified asinvestmentsat fair valuethrough profit
or lossheldfor trading. The Company makesinvestment in securitiesin accordancewith the Board of Directorsapproval.

Sensitivity analysis — equity price risk

A change of Rs. 1 in value of investment at fair value through profit and loss would have increased / decreased profit or lossby Rs.
16,774,481 (2016: Rs. 17,051,940).
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34.6 Determination of fair values
A number of the Company’s accounting policies and disclosures require the determination of fair value, for both financial and non-
financial assetsand liabilities. Fair values have been determined for measurement and / or disclosure purposes based on thefollowing
methods:
Investment in fair value through profit or loss - held for trading
Thefair valueof held for tradinginvestment isdetermined by referencetotheir quoted closing repurchase priceat thereporting date.

Non - derivative financial assets

Thefair value of non-derivativefinancial assetsisestimated asthe present value of future cash flows, discounted at the market rate of
interest at thereporting date. Thisfair valueisdetermined for disclosure purposes.
Non - derivative financial liabilities

Fair value, which isdetermined for disclosure purposes, is calculated based on the present value of future principal and interest cash
flows, discounted at themarket rate of interest at thereporting date.

35 CAPITALMANAGEMENT

The Company's obj ective when managing capital isto safeguard the Company's ability to continue as a going concern so that it can
continue to provide returns for shareholders and benefits for other stakeholders, and to maintain a strong capital base to support the
sustained devel opment of itsbusinesses.

The Company manages its capital structure which comprises capital and reserves by monitoring return on net assets and makes
adjustmentstoitinthelight of changesin economic conditions. In order to maintain or adjust the capital structure, the Company may
adjust the amount of dividend paid to shareholders and/or issue new shares. Therewere no changesto Company's approach to capital

2017 2016
Rated
Products Units production Actual production
capacity

Tovex water gel and powder explosives Kgs 6,000,000 3,463,294 3,334,265
Detonator - plain/ electric Nos. 9,000,000 1,664,654 2,234,889
Safety fuse Meter 500,000 - -
Detonating cord Meter 2,500,000 1,420,250 1,433,000

Theshortfall in production of certain productsisdueto the gap between market demand and the avail abl e capacity.
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37

DISCLOSURE REQUIREMENTS FORALLSHARES ISLAMIC INDEX

Following information has been disclosed with referenceto circular No. 14 of 2015 dated 21 April 2016, issued by the Securitiesand
Exchange Commission of Pakistanrelatingto " All Shareslslamiclndex".

Description

i) Long term deposits
ii) Trade debts
iii) Advances

iv) Trade deposits and short
term prepayments

v) Other receivables
vi) Short term investments

vii) Cash and bank balances

viii) Interest income on
saving accounts

iX) Interest incomeon
investments

x) All sources other income

xi) Exchangegain

xii) Dividend income

Explanation

Non-interest bearing
Non-interest bearing
Non-interest bearing

Non-interest bearing

Non-interest bearing
Interest bearing

Placed under interest
arrangement

Placed under Shariah
permissible arrangement

Placed under interest
arrangement

Placed under Shariah
permissible arrangement

Placed under interest
arrangement

Placed under Shariah
permissible arrangement

Disclosed in note 25

Earned from actual currency
fluctuations

ABL Income Fund
Faysal Money Market Fund
UBL Liquidity Fund

2017 2016

Rupees Rupees
1,793,600 1,778,600
208,638,227 231,358,044
12,989,221 12,583,939
4,714,825 4,480,277
1,983,418 202,938
57,640,000 57,475,000
21,592 17,445
28,411,288 29,890,839
28,432,880 29,908,284
18,122 25,395
18,122 25,395
793,868 764,775
793,868 764,775
506,327 1,492,486
8,201,834 9,427,573
7,856,136 7,410,407
6,417,587 5,752,272
22,475,557 22,590,252
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Un-Audited Audited
2017 2016
38 EMPLOYEES PROVIDENT FUND TRUST Rupees Rupees
Size of the fund 63,742,779 49,349,642
Investments made 63,310,148 48,362,818
Percentage of investments made 98.00% 98.00%
Fair value of investments 63,366,589 48,477,633
Cost of investments made 62,159,370 48,391,512
Breakup of investmentsis as follows:
2017 2016
Rupees Total Rupees Total
National Saving Certificates 35,350,000 55.84% 29,400,000 60.79%
NAFA Money Market Fund 6,404,574 10.12% 751,799 1.55%
NAFA Stock Fund 10,356,321 16.36% 9,480,439 19.60%
Meezan Sovereign Fund 11,199,253 17.69% 8,730,580 18.05%
63,310,148 48,362,818
All the investments out of provident fund trust have been made in accordance with the provisions of Section 227 of the Companies
Ordinance, 1984 (therepeal ed Ordinance) and therulesformulated for thispurpose.
39 NONADJUSTING EVENTAFTER BALANCE SHEET DATE
TheBoard of Directorsproposed final dividend at therateof Rs. 6.00 per shareinitsmeeting held on 26 September 2017.
40 DATE OFAUTHORIZATION FORISSUE
Thesefinancial statementswere authorized for issue by the Board of Directors of the Company in its meeting held on 26 September
2017.
41 GENERAL
41.1 Figureshave beenrounded off to the nearest rupee.
41.2 Number of persons employed
2017 2016
Employees on year end (number) 177 146
Average employees during the year (number) 176 146
G
/0"
Chairman Managing Director &

Chief Executive Officer
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* BIAFO INDUSTRIES LIMITED

PATTERN OF SHAREHOLDING
FOR THE YEAR ENDED 30 JUNE 2017

NO. OF SHARE HOLDING TOTAL NUMBER OF
SHAREHOLDERS FROM TO SHARES HELD

201 1 100 10,040

252 101 500 69,152

226 501 1,000 145,133

303 1,001 5,000 660,973

50 5,001 10,000 339,200

16 10,001 15,000 180,180

15 15,001 20,000 263,182

7 20,001 25,000 153,170

3 25,001 30,000 80,550

3 30,001 35,000 98,850

2 35,001 40,000 75,200

2 40,001 45,000 82,133

4 45,001 50,000 191,487

1 50,001 55,000 52,218

6 60,001 70,000 399,700

2 70,001 80,000 152,050

2 80,001 90,000 176,364

1 90,001 100,000 99,000

3 100,001 125,000 333,730

1 140,001 150,000 148,280

1 155,001 160,000 158,510

1 160,001 165,000 165,000

1 215,001 220,000 216,500

1 225,001 230,000 222,709

1 235,001 240,000 238,687

2 245,001 250,000 497,618

1 270,001 275,000 275,000

1 325,001 330,000 330,000

1 790,001 800,000 792,220

1 830,001 835,000 831,390

1 1,000,001 1,100,000 1,065,654

1 1,600,001 1,700,000 1,698,510

1 1,810,001 1,815,000 1,815,000

1 4,400,001 4,500,000 4,482,610

1 5,400,001 5,500,000 5,500,000

1116 22,000,000

SHAREHOLDER'S NUMBERS OF NUMBERS OF

CATEGORY SHAREHOLDERS SHARES HELD PERCENTAGE
INDIVIDUALS 1,079 18,484,319 84.02%
JOINT STOCK COMPANIES 25 2,615,503 11.89%
INSURANCE COMPANIES 5 645,205 2.93%
OTHERS 1 17,881 0.08%
INVESTMENT COMPANIES 2 4,800 0.02%
FINANCIAL INSTITUTIONS 1 2,190 0.01%
CHARITABLE TRUSTS 1 3,900 0.02%
MUTUAL FUNDS 2 226,202 1.03%
1,116 22,000,000 100.00%
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* BIAFO INDUSTRIES LIMITED

PATTERN OF SHAREHOLDING
FOR THE YEAR ENDED 30 JUNE 2017

CATEGORIES OF SHAREHOLDERS NUMBER SHARES HELD % AGE
Directors, CEO & their Spouse and Minor Children
M. Zafar Khan 1 4,497,610 20.44
Ms. Zishan Afzal Khan 1 792,220 3.60
KhawajaAmanullah Askari & Mrs. Ishrat Askari 1 330,000 1.50
KhwajaAhmad Hosain 1 249,480 1.13
M. Afzal Khan 1 150,000 0.68
Adnan Aurangzeb 1 113,730 0.52
Ehsan Mani 1 87,450 0.40
M. Humayun Khan 1 66,000 0.30
Ms. Shirin Safdar 1 49,500 0.23
Ms. Shandana Humayun Khan 1 41,360 0.19
Maj. Gen. (Ret'd) S. Z. M. Askree 1 17,600 0.08
Ms. Mehreen Hosain 1 12,146 0.06
Muhammad Yagoob & Maliha Yagoob 1 1,100 0.01
Banks, Development Finance Institutions,
Non Banking Finance Institutions, Insurance 33 3,267,698 14.85
Companies, & Modarba
Mutual Funds:
CDC - Trustee AKD Opportunity Fund 1 222,709 101
CDC - Trustee Alfalah GHP Stock Fund 1 3,493 0.02
Other Individuals 1,066 4,782,904 21.74
Shareholders holding 5% or more shares in the Company:
Ms. Ayesha Humayun Khan 1 5,500,000 25.00
Ms. Shayan Afzal Khan Abbas 1 1,815,000 8.25
TOTAL 1,116 22,000,000 100.00

Details of trading in the shares by the Director, CEO, CFO, Company Secretary and their Spouses and minor

children:

Shares Purchased Shares Sold
M. Zafar Khan 21,200 -
M. Afzal Khan - (15,000)
Adnan Aurangzeb 5,730 (2,000)
Maj. Gen. (Ret'd) S. Z. M. Askree 5,000 -
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* BIAFO INDUSTRIES LIMITED

PROXY FORM

TheSecretary

Biafo IndustriesLimited
1st Floor, Biafo House,
Plot No. 23, St No. 38-40
I1& T Centre, G-10/4,

|slamabad.

[/We Of being
member of BIAFO INDUSTRIES LIMITED and Holder of Ordinary Shares as per Share Register
Folio (Number) and/ or CDC Participant 1.D. No. and Sub Account No.

hereby appoint of (Name)

asmy/our proxy tovotefor me/usand on my/our behalf at the 29th Annual General M eeting of the Company to beheld
at itsregistered office, 1st Floor, Biafo house, Plot No. 23, St No. 38-40, 1& T Centre, G-10/4, 1slamabad on October
25, 2017 and any adjournment thereof .

Signed day of 2017

Signature
(Signature should agree with the specimen
signature registered with the Company)

WITNESSES:

1. Signature 2. Signature
Name Name
Address Address
NIC or NIC or
Passport No. Passport  No.

Note:

1. A member entitled to be present and vote at the M eeting may appoint aproxy to attend and votefor him/her. A
proxy need not beamember of the Company.

2. Proxiesin order to be effective must be received at the Registered Office of the Company not less than 48
hoursbeforethe Meeting.

3. CDC Shareholdersand their Proxies must each attach an attested photocopy of their National | dentity Card or
Passport withtheproxy form.
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* BIAFO INDUSTRIES LIMITED

(/6 Proxy
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* BIAFO INDUSTRIES LIMITED

E-DIVIDEND MANDATE FORM

TheSecretary

Biafo IndustriesLimited
1st Floor, Biafo House,
Plot No. 23, St No. 38-40
& T Centre, G-10/4,
|slamabad.

Bank account details for payment of Dividend through Electronic Mode
Dear Sir,

[/WelMessrs., ,
being shareholder(s) of Biafo Industries Limited hereby authorize the Company to directly credit cash dividends
declared by it, inmy bank account asdetailed bel ow:
(i) Shareholder's details:
Name of the Shareholder
CDC Participant ID & Sub-Account No. /CDC IAS
CNIC/NICOP/Passport/NTN No. (please attach copy)
Contact Number (Landline & Cell Nos.)
Shareholder's Address

(ii) Shareholder's Bank account details:
Title of Account
IBAN *
Bank's Name
Branch Name & Code No.
Branch Address

It is stated that the above particulars given by me are correct and | shall keep the Company informed in case of any
changesinthesaid particularsinfuture.

Yourstruly,

Signatureof Shareholder
(Pleaseaffix company stampin caseof corporateentity)

Notes:
*  Please provide complete IBAN, after checking with your concerned branch to enable electronic credit
directly intoyour bank account.

** This letter must be sent to shareholder's participant/CDC Investor Account Services which maintains
his/her CDC account for incorporation of bank account detailsfor direct credit of cash dividend declared
by the Company fromtimetotime.
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