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NOTICE OF 32"° ANNUAL GENERAL MEETING OF SHAREHOLDERS

Notice is hereby given that the 32nd Annual General Meeting of Biafo Industries Limited will be held on October 27,
2020 at 11:00 a.m. at 1st Floor, Biafo House, Plot No. 23, St No. 38-40, I&T Centre, G-10/4, Islamabad, to transact the
following business:

ORDINARY BUSINESS

1. To confirm the minutes of Annual General Meeting held on October 24, 2019.

2. To receive and adopt the Audited Accounts of the Company for the year ended June 30, 2020 together with
Auditors' report and Directors' report thereon.

3. To approve the payment of final cash dividend of Rs. 1.00 per share (10%) declared on September 22, 2020 and
also the interim cash dividends of Rs. 1.50 per share (15%) declared on October 23, 2019, Rs. 1.50 per share
(15%) declared on February 18, 2020 making a total of Rs. 4.00 per share (40%) cash dividend along with 10%
bonus shares declared on September 22, 2020 and 10% bonus shares declared on February 18,2020 making a
total of 20% bonus shares for the year ended June 30, 2020.

4, To appoint Auditors for the year 2020-21 and to fix their remuneration. Retiring Auditors M/s KPMG Taseer Hadi
& Co. Chartered Accountants being eligible offer themselves for reappointment for the year 2020-21.

5. To transact such other business as may be placed before the meeting with the permission of the Chairman.

By Order of the Board

A5

Islamabad Khawaja Shaiq Tanveer
September 22, 2020 Company Secretary
NOTES

1. Share Transfer Books of the Company will remain closed from October 19, 2020 to October 27, 2020 both days
inclusive.

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 a poll, speak and vote instead of his/her and a proxy so appointed
shall have such rights, as attending, speaking and voting at the meeting as are available to a member. Proxies
in order to be effective must be received at the registered office of the company not later than 48 hours before
the meeting duly stamped, signed and witnessed. A proxy need not be a member of the Company.

3. CDC Shareholders or their proxies are required to bring with them their original National Identity cards or
Passports along with the Participant’'s ID numbers and their Account Numbers at the time 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 exemption and to
advise change in address, if any.

E-DIVIDEND

As per Section 242 of the Companies Act, 2017, in case of a public listed company, any dividend payable in cash
shall only be paid through electronic mode directly into the bank account designated by the entitled
shareholders. Therefore, through this notice, all shareholders are requested to update their IBAN details in the
Central Depository System through respective participants. In case of physical shares, to provide bank account
details to our Share Registrar, M/s Riasat Ishtiaq Consulting (Pvt) Ltd. E-Dividend mandate form is enclosed.
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FILER AND NON FILER STATUS

i) In pursuance of 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 are
as under:

a) For filers of income tax returns 15%
b) For non-filers of income tax returns 30%

To enable the Company to make tax deduction on the amount of cash dividend @ 15% instead of 30%,
all the shareholders whose names are not entered into the Active Tax payers List (ATL) provided on the
website of FBR, despite the fact that they are filers, are advised to make sure that their names are
entered into ATL on or before the date of approval of cash dividend at the Annual General Meeting on
October 27, 2020 otherwise tax on their cash dividend will be deducted @ 30% instead of @ 15%.

Further, according to clarification received from Federal Board of Revenue (FBR), with-holding tax will be
determined separately on ‘Filer/Non-Filer’ status of Principal shareholder as well as jointholder(s) based
on their shareholding proportions, in case of joint accounts. In this regard all shareholders who hold
shares jointly are requested to provide shareholding Proportions of Principal shareholders and
Joint-holder(s) in respect of shares held by them (only if not already provided) to our Shares Registrar,
in writing as follows:

Principal Shareholder Joint Shareholder

Folio/
Company CDS Total Shareholding Shareholding
Name Account Shares Name and Proportion Name and Proportion
No CNIC No. (No. of CNIC No. (No. of
Shares) Shares)

ii) For any query / problem / information, the investors may contact the Company or the Share Registrar at
the following addresses, phone numbers, email addresses:

Biafo Industries Limited

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

Office No. 19-20, 2nd Floor, Hill View Plaza, Jinnah Avenue, Blue Area, Islamabad, Pakistan.
Tel: +92 51 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 shares should
send a copy of their NTN certificate to the company or its Share Registrar i.e. M/s Riasat Ishtiaq
Consulting (Pvt) Ltd. The shareholders while sending NTN or NTN certificates, as the case may be, must
guote company name and their respective folio numbers.

STATEMENT OF UNCLAIMED OR UNPAID AMOUNTS UNDER SECTION 244 OF THE COMPANIES ACT, 2017

The Securities and Exchange Commission of Pakistan pursuant to section 244 read with section 510 of the
Companies Act 2017 directs all Companies to submit a statement to the Commission through eServices portal
(https://eservices.secp.gov.pk/eServices/) stating therein the number or amounts, as case may be, which
remain unclaimed or unpaid for a period of three years from the date it is due and any other instrument or
amount which remain unclaimed or unpaid, as may be specified.

Through this notice, the shareholders are intimated to contact with the Company for any unclaimed
dividend/shares within a period of seven days after publishing this notice to meet the compliance of SECP
Direction no. 16 of 2017 dated 07 July 2017. The Shareholders are requested to contact the Company on its
registered address regarding any unclaimed dividends or undelivered shares (if any).
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CHAIRMANS’ REVIEW
| am pleased to present the 32nd Annual Report of the Company for the year ended 30th June 2020.

On behalf of the Board and myself | would like to express our appreciation of the performance of the
management and all the staff during the year. The Company reported a net turnover of Rs. 1,586.56 million
during the period under review compared to Rs. 1,409.58 million during last year. The management team, led
by the Chief Executive Officer, proactively adapted to face the challenge, and the disruption caused by the
global pandemic Covid-19.

Blasting activities in some of the existing large construction projects increased while other sectors witnessed
a decline due to the overall economic slowdown.

The Company earned a gross profit for the year of Rs. 563.70 million (2018-19: Rs. 608.76 million). This
registered a decrease of 7.40% over the last year. Net Profit after tax stood at Rs. 245.87 million resulting in
earnings per share of Rs. 7.06 (2018-19: Rs. 10.33 restated). Profitability declined mainly due to the impact of
currency devaluation on imported raw materials. There was also an increase in financial charges. This situation
may improve with the resumption of economic growth.

Your Company is continuing to increase investment for improvement in production efficiency, human capital
development and safe practices to enhance the confidence of its customers and stakeholders.

Over the years, the Company has a record of paying high dividends. The Board has recommended a final cash
dividend @ 10% (Rs. 1.00 per share) for the year ended June 30, 2020 and 10% bonus shares. This is in addition
to the interim cash dividends @ 30% (Rs 3.00 per share) and 10% bonus shares already declared, thus making
a total of 40 % cash dividend and 20% bonus shares.

The Company incurred significant capital expenditure to the tune of Rs.38.02million to further strengthen its
infrastructure and modernize plant & machinery.

The Board was able to fulfill its responsibilities as it received comprehensive agendas and supporting papers
in a timely manner. It was fully involved in the strategic planning process and in developing the vision of the
Company.

There has been no material departure from the best practices of code of corporate governance, as detailed in
the listing regulations except those disclosed in Statement of Compliance with Listed Companies (Code of
Corporate Governance Regulations, 2019).

The Board has put in place comprehensive policies for all relevant areas of the Company’s operations and
these policies are reviewed and updated from time to time.

The Audit & Risk Management Committee and Human Resources & Remuneration Committee of the Board met
regularly to advise the Board. The system of internal control is sound in design and has been effectively
implemented and monitored.

Looking forward, the Company will continue to strengthen its position in the market to tap the opportunities
emerging from the China Pakistan Economic Corridor (CPEC) and allied infrastructure projects.

In the end, on behalf of the Board, | wish to acknowledge once again, the contribution of all our dedicated
employees to the success of the Company. | wish to thank our shareholders, customers, suppliers, bankers and
other business partners for their continued confidence and support. | acknowledge the commitment and
contribution made by my fellow directors towards the continuing success of the Company.

M

Islamabad Dr. M. Humayun Khan
22 September 2020 Chairman
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DIRECTORS'’ REPORT

The Board of Directors of Biafo Industries Limited are pleased to present the Annual Report 2020 accompanied by
the audited financial statements for the year ended 30th June 2020.

FINANCIAL HIGHLIGHTS

During the year under review, the Company recorded net sales revenue of Rs.1,586.56 million as compared to the
previous year’s revenue of Rs. 1,409.58 million. This was largely due to significant increase in supplies to large
projects. Supplies to rest of the sectors decreased due to economic downturn.

Gross profit for the year decreased by 7.40% to Rs. 563.70 million (2018-19: Rs. 608.76 million). The Company
earned a net profit after tax of Rs. 245.87 million (2018-19: Rs. 359.89) resulting in earnings per share of Rs. 7.06
(2018-19: Rs. 10.33 restated). Profitablity declined mainly due to the impact of currency devaluation on imported
raw material. There was also a substantial increase in financial charges. This situation may improve once the
economy revives post COVID-19 pandemic.

PRODUCTION:

The production team at the plant performed well by meeting the requirement of customers and effectively fullfilling
the demand for various products despite the pandemic Covid- 19.

Biafo is committed to ensuring that only the highest quality products are delivered to all our clientele. The Company
continues to invest in the improvement in product efficiency, human resources, and safe practices to enhance the
confidence of its users, workforce and stakeholders

HEALTH, SAFETY & ENVIRONMENT

Biafo is committed to protect its employees from any incident and strives to minimize the impact on the
environment by ensuring compliance with all HSE Policies.

The Company continued its operations even during the pandemic lockdown with full compliance of all the required
SOPs.

Biafo has renewed OHSAS (Occupational Health and Safety Advisory Services) 18001: 2007 and ISO 9001: 2015
quality certifications. As a result it has not come across any major incident during the year. The Company is
continuing its efforts to ensure that its plant complies with all established environment quality standards.

PANDEMIC-COVID-19

Biafo proactively managed all the logistics and adopted the SOPs in a stringent manner. Despite the pandemic, the
Company managed to continue its operations without any major distruption.

FUTURE PROSPECTS:

Pakistan has faced the Covid-19 situation effectively, but the risk of a second wave is still there, which is hurting the
economic environment. The Government has introduced several relief measures to counter the negative impact on
the economy and industry.

We hope that official policies will help effectively revive the economy particularly infrastructure projects in hydel &
construction sectors. The Government has started CPEC Phase Il and approved/inaugurated large projects such as
Kohala Hydro Power Project, ML-1, Munda/Mohmand and Diamer-Bhasha Hydro Power Projects. These would
generate further opportunities for the Company.

RETURN TO SHAREHOLDERS

The Board has recommended a final cash dividend of Rs. 1.00 per share (10%) out of the profits for the year ended
June 30, 2020. This is in addition to the interim cash dividends of Rs. 1.50 per share (15%) declared on October 23,
2019 and Rs. 1.50 per share (15%) declared on February 18, 2020 making a total of Rs. 4.00 per share (40%) cash
dividend.

The Board has also recommended 10% bonus shares for the year ended June 30, 2020. This is in addition to 10%
bonus shares declared on February 18, 2020 making a total of 20% bonus shares for the year ended June 30, 2020.
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RISK MANAGEMENT

The Company’s Risk Management framework seeks to mitigate strategic, operational and financial risks. An
independent Risk Management Department, reports to the Audit & Risk Management Committee which evaluates
and oversees the effectiveness of internal controls in place.

CORPORATE SOCIAL RESPONSIBILITY

Corporate Social Responsibility is one of the core values and an integral part of Biafo's overall mission. The
Company is a donor to various organizations, hospitals, charitable institutes in the field of healthcare, education,
disaster relief, arts and culture.

COMPOSITION OF THE BOARD

The total number of directors are 14 as per the following:
a. Male: Ten (10)
b. Female: Four (4)

The composition of Board is as follows:

i) Ehsan Mani

if) Muhammad Yaqoob

i) Dr. M. Humayun Khan

i) M. Zafar Khan

ii. | Non-Executive Directors iii) Khwaja Ahmad Hosain

iv) Adnan Aurangzeb

v) Basit Waheed

i) M. Afzal Khan

iii. | Executive Directors if) Anwar Moin

iii) Maj. Gen. (Ret'd.) S. Z. M. Askree

i) Ms. Shirin Safdar (Executive Director)

if) Ms. Ayesha Humayun Khan(Non-Executive Director)
iii) Ms. Mehreen Hosain (Independent Director)

iv) Ms. Syeda Shahbano Abbas (Independent Director)

i. Independent Directors

iv. | Female Directors

As per the Company policy, non-executive directors including independent directors are only paid a meeting fee,
which is approved by the Board of Directors.

The Board has set up a formal process of evaluation of the performance of the Board. Furthermore the Board is in
the process of developing the process of evaluation of performance of its Committees as per requirements of Code
of Corporate Governance.

CODE OF CORPORATE GOVERNANCE

We are pleased to report that the Company has taken necessary measures to comply with the Code of Corporate
Governance as incorporated in the listing regulations of the Pakistan Stock Exchange.

The Board regularly reviews the Company’s strategic direction. Business plans and targets set by the Chief
Executive are reviewed by the Board. The Board is committed to maintain a high standard of good corporate
governance. As required by the Code of Corporate Governance, your Directors are pleased to report that:

. Financial statements prepared by the management of the Company, present fairly its state of affairs, the
results of its operations, cash flow & changes in equity.

. Proper books of account of the Company have been maintained.

. Appropriate accounting policies have been consistently applied in preparation of financial statements and
accounting estimates are based on reasonable & prudent judgment.
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. International Financial Reporting Standards as applicable in Pakistan have been followed in preparation
of financial statements and any departure therefrom has been adequately disclosed.

. The system of internal control is sound in design and has been effectively implemented and monitored.
The system itself is also subject to continuous review for enhancement wherever and whenever
necessary.

. There is no significant doubt about the Company’s ability to continue as a going concern.

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

detailed in the listing regulations except those disclosed in Statement of Compliance with Listed
Companies (Code of Corporate Governance Regulations, 2019).

. There are no statutory payments on account of taxes, duties, levies and charges which are outstanding as
on June 30, 2020 except for those stated in the financial statements.

. Five directors of the Company are exempt from directors training program on the basis of their level of
education and length of experience as provided in the CCG. Further, five of the directors of the Company
have obtained certification under directors training program as required under clause (xi) of the CCG
during prior years. None of the directors have attended any training program during the year. Currently, the
Company is in the process of arranging training of a Director appointed during the year.

. The values of investment of various funds, based on their respective accounts as at 30 June 2020 are as
under:
DESCRIPTION AMOUNT
Provident Fund Rs. 114,128,153
Gratuity Fund Rs. 52,412,073

BOARD OF DIRECTORS STRUCTURE, ITS COMMITTEES AND MEETINGS

During the year the Board remained actively involved in performing their duties under various laws and the
Memorandum and Articles of Association of the Company with the ultimate objective of enhancing the profitability
of the Company thus increasing shareholders return. The Board possesses necessary skills, competence,
knowledge and experience to deal with various business issues. The Chairman of the Board is a non-executive
director. During the year, five meetings of Board of Directors were held for review of periodic Financial Statements
as well as for consideration of significant and routine matters including those referred to the Board by its
committees.

The Committees of the Board and their composition is as follows:

Audit Committee HR & Remuneration Committee

Ehsan Mani Chairman Ehsan Mani Chairman
Adnan Aurangzeb Member Ms. Mehreen Hosain Member
Muhammad Yaqoob Member Dr. M. Humayun Khan Member
Basit Waheed Member Anwar Moin (CEO) Member
Khwaja Ahmad Hosain Member Ms. Ayesha Humayun Khan Member
Dr. M. Humayun Khan Member Ms. Syeda Shahbano Abbas Member

CSR & HSE Committee

Ms. Ayesha Humayun Khan Chairperson
M. Zafar Khan Member
Basit Waheed Member

Ms. Mehreen Hosain Member
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HUMAN RESOURCE

The Company seeks to provide a healthy work environment for all employees. Your Company lays great emphasis
on the training and development of its personnel.

The Human Resource and Remuneration (HR&R) Committee of the Board reviews the HR related matters. It
comprises of six members including three independent Directors, two non-executive Directors and Chief Executive
Officer. Chairman of the Committee is an independent Director. The Committee met three times during the year to
evaluate policies and procedures.

The Company did not lay off any of its employee during the pandemic Covid-19 despite lower profitability.
KEY OPERATING AND FINANCIAL DATA

Key operating and financial data of last six years is enclosed.

AUDITORS

The present auditors M/s KPMG Taseer Hadi & Company, Chartered Accountants retire and being eligible offer
themselves for reappointment. The Audit Committee of the Company having considered the matter, recommend
the retiring auditors for reappointment.

ACKNOWLEDGEMENT

Your Board would like to take this opportunity to express its special appreciation to all the employees of the
Company without whose continued commitment and hard work the challenges of new opportunities could not be
met. We also acknowledge the support and cooperation of our major stakeholders, customers, suppliers and our
Bankers specially Allied Bank Ltd, United Bank Ltd and Faysal Bank Ltd etc.

PATTERN OF SHARE HOLDING

Pattern of shareholding is enclosed.

For and on behalf of the Board

= oottt

Anwar Moin M. Afzal Khan
Chief Executive Officer Deputy Chairman
Islamabad

22 September 2020
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STAKEHOLDERS INFORMATION

(In Thousands, "000")

2019-20 2018-19 2017-18 2016-17 2015-16 2014-15
BALANCE SHEET
Paid up Capital Rs. In '000 348,480 264,000 220,000 220,000 200,000 200,000
Shareholder Equity* Rs. In '000 1,477,769 1,405,240 963,089 913,516 924,547 916,112
Fixed Assets Rs. In '000 1,087,317 1,076,607 562,062 568,771 566,745 556,371
Long Term Debts Rs. In '000 31,840 - - - - -
Fixed Assets Addition Rs. In '000 38,022 85,068 17,656 24,739 31,420 75,750
Profit & Loss Account
Net Sales Rs. In '000 1,586,550 1,409,578 1,689,356 1,199,632 1,447,883 1,401,982
Gross Profit / (Loss) Rs. In ‘000 563,704 608,765 847,650 558,292 675,500 621,458
Operating Profit / (Loss) Rs. In '000 347,824 451,323 713,366 434,972 558,706 546,540
EBDIT Rs. In '000 403,346 544,904 708,221 451,398 559,936 545,923
Profit / (Loss) after taxation Rs. In '000 245,871 359,892 532,610 320,579 398,435 392,542
PROFITABILITY RATIOS
Gross Profit/(Loss) Margin % 35.53 43.19 50.18 46.54 46.65 44.33
Net Profit Margin % 15.50 25.53 31.53 26.72 27.52 28.00
Return on Assets % 10.92 15.84 33.11 22.50 27.11 28.58
Return on Shareholder Equity* % 16.64 25.61 55.30 35.09 43.10 42.85
LIQUIDITY RATIOS
Current Ratio : 1.67 1.47 1.70 1.79 1.77 1.90
Quick Ratio : 0.98 1.00 1.36 1.40 1.38 1.56
Cash Generation to Sales : 94.79 104.65 92.38 101.67 101.09 97.59
ASSETS MANAGEMENT RATIOS
Number of Days Stock Days 127 118 72 93 74 70
Number of Days Trade Debts Days 66 73 54 59 53 52
Operating Cycle Days 194 190 126 152 126 122
Fixed Assets Turnover Times 1.46 1.31 3.01 2.1 2.55 2.52
Sales /Shareholder Equity* Times 1.07 1.00 1.75 1.31 1.57 1.53
DEBTS MANAGEMENT RATIOS
Total Assets to Total Debts Times 4.42 2.80 2.61 2.99 2.89 3.20
Debts to Shareholder Equity * % 34 58 64 52 55 47
MARKET RATIOS
Share Price at year end Per Share 143.72 165.00 320.00 250.30 260.00 198.53
Share Price-High Per Share 192.48 340.00 354.00 192.48 329.00 224.90
Share Price-Low Per Share 110.00 153.00 202.00 110.00 195.00 127.50
Earning Per Share** Rs. 10/Share 7.06 10.33 20.17 14.57 19.92 19.63
Price Earning Ratio Times 20.37 15.98 15.87 17.18 13.05 10.11
Dividend Declared Per Share (Rs) 4.00 12.50 21.00 14.50 19.50 18.25
Bonus Shares % 20.00 20.00 20.00 10.00 - -
Dividend Payout % 42.52 121.04 104.12 99.51 97.89 92.97
Dividend Yield % 2.09 7.58 6.56 5.79 7.50 9.19
Break-up Value Rs. 10/Share 42.41 53.23 43.78 41.52 46.23 45.81

*Shareholder Equity is inclusive of Surplus on Revaluation of Fixed Assets (2020: 707.333 M)(2019 : 711.255 M)
**Restated EPS (2019-13.63)
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STATEMENT OF COMPLIANCE
WITH LISTED COMPANIES (CODE OF CORPORATE GOVERNANCE)
REGULATIONS, 2019

Name of Company Biafo Industries Limited

Year Ended 30th June, 2020

The company has complied with the requirements of the Regulations in the following manner:

1.

2.

The total number of directors are 14 as per the following:
a. Male: Ten (10)
b. Female: Four (4)

The composition of Board is as follows:

i) Ehsan Mani

ii) Muhammad Yaqoob

i) Dr. M. Humayun Khan

i) M. Zafar Khan

ii. | Non-Executive Directors iii) Khwaja Ahmad Hosain

iv) Adnan Aurangzeb

v) Basit Waheed

i) M. Afzal Khan

iii. | Executive Directors if) Anwar Moin

iii) Maj. Gen. (Ret'd.) S. Z. M. Askree

i) Ms. Shirin Safdar (Executive Director)

if) Ms. Ayesha Humayun Khan(Non-Executive Director)
iii) Ms. Mehreen Hosain (Independent Director)

iv) Ms. Syeda Shahbano Abbas (Independent Director)

i Independent Directors

iv. Female Directors

The directors have confirmed that none of them is serving as a director on more than seven listed
companies, including this Company;

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 policies and procedures.

The Board has developed a vision/mission statement, overall corporate strategy and significant policies of
the company. The Board has ensured that complete record of particulars of the significant policies along
with their date of approval or updating is maintained by the company;

All the powers of the Board have been duly exercised and decisions on relevant matters have been taken by
board/ shareholders as empowered by the relevant provisions of the Act and these Regulations.

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. The Board has complied with the requirements of Act and the Regulations with
respect to frequency, recording and circulating minutes of meeting of board.

The Board of directors is in process of developing a formal policy and transparent procedures for
remuneration of directors in accordance with the Act and these Regulations.

Five directors of the Company are exempt from directors training program on the basis of their level of
education and length of experience as provided in the CCG. Further, five of the directors of the Company have
obtained certification under directors training program as required under clause (xi) of the CCG during prior
years. None of the directors have attended any training program during the year. Currently, the Company is
in the process of arranging training of a Director appointed during the year.



10.

11.

12.

13.

14.

15.

16.

17.

18.

19.
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The Board has approved appointment of Chief Financial Officer, Company Secretary and Head of Internal
Audit, including their remuneration and terms and conditions of employment and complied with relevant
requirements of the Regulations.

Chief Financial Officer and Chief Executive Officer duly endorsed the financial statements before approval of
the board.

The Board has formed committees comprising of members given below:

a) Audit & Risk Management Committee
i) Ehsan Mani (Chairman)
ii)  Adnan Aurangzeb
iii)  Muhammad Yaqoob
iv)  Basit Waheed
v)  Khwaja Ahmad Hosain
vi)  Dr. M. Humayun Khan

b) HR and Remuneration Committee
i) Ehsan Mani (Chairman)
ii)  Anwar Moin
iii)  Dr. M. Humayun Khan
iv)  Ms. Mehreen Hosain
V) Ms. Ayesha Humayun Khan
vi)  Ms. Syeda Shahbano Abbas

The terms of reference of the aforesaid committees have been formed, documented and advised to the
Committee for compliance.

The frequency of meetings (quarterly/half yearly/ yearly) of the Committee were as per following:
a) Audit & Risk Management Committee (quarterly)
b) HR and Remuneration Committee (quarterly)

The Board has outsourced the internal audit function to Asad ljaz & Co who are considered suitably qualified
and experienced for the purpose and are conversant with the policies and procedures of the company.

The statutory auditors of the company have confirmed that they have been given a satisfactory rating under
the Quality Control Review program of the Institute of Chartered Accountants of Pakistan and registered with
Audit Oversight Board of Pakistan, that they and all their partners are in compliance with International
Federation of Accountants (IFAC) guidelines on code of ethics as adopted by the Institute of Chartered
Accountants of Pakistan and that they and the partners of the firm involved in the audit are not a close
relative (spouse, parent, dependent and non-dependent children) of the chief executive officer, chief financial
officer, head of internal audit, company secretary or director of the company;

The statutory auditors or the persons associated with them have not been appointed to provide other
services except in accordance with the Act, these regulations or any other regulatory requirement and the
auditors have confirmed that they have observed IFAC guidelines in this regard.

We confirm that all requirements of regulations 3, 6%, 7, 8, 27,32, 33 and 36 of the Regulations have been
complied with; and

Explanation for non-compliance with requirements, other than regulations 3, 6, 7, 8, 27, 32, 33 and 36 are
below:
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i. As required under clause 10(5), the Chairman of the Board shall, at the beginning of term of each
director, issue letter to directors setting out their role, obligations, powers and responsibilities in
accordance with the Companies Act, 2017 (the Act) and the Company’s Articles of Association. The
Chairman is in process to issue letters to all the directors.

ii. As required under clause 31(2), the performance appraisal of head of internal audit shall be done
jointly by the Chairman of the audit committee and the chief executive officer. Appraisal of head of
Internal Audit was done jointly by the Chairman of the Audit Committee and the Chief Executive Officer
through verbal consultation. However, going forward Company will formalize the process.

* Regulation 6 Number of Directors are 14 and one third is 4.67 and 0.67 was not rounded.

Anwar Moin Dr. M. Humayun Khan
Chief Executive Officer Chairman
Islamabad

22 September 2020
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INDEPENDENT AUDITORS’' REVIEW REPORT
To the members of Biafo Industries Limited

Review Report on the Statement of Compliance contained in Listed Companies (Code of Corporate Governance)
Regulations, 2019

We have reviewed the enclosed Statement of Compliance with the Listed Companies (Code of Corporate
Governance) Regulations, 2019 (the Regulations) prepared by the Board of Directors of Biafo Industries Limited for
the year ended 30 June 2020 in accordance with the requirements of regulation 36 of the Regulations.

The responsibility for compliance with the Regulations is that of the Board of Directors of the Company. Our
responsibility is to review whether the Statement of Compliance reflects the status of the Company’s compliance
with the provisions of the Regulations and report if it does not and to highlight any non-compliance with the
requirements of the Regulations. A review is limited primarily to inquiries of the Company’s personnel and review of
various documents prepared by the Company to comply with the Regulations.

As a part 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 covers all risks and controls or to form an
opinion on the effectiveness of such internal controls, the Company’s corporate governance procedures and risks.

The Regulations require the Company to place before the Audit Committee, and upon recommendation of the Audit
Committee, place before the Board of Directors for their review and approval, its related party transactions. 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.

Based on our review, nothing has come to our attention which causes us to believe that the Statement of
Compliance does not appropriately reflect the Company's compliance, in all material respects, with the
requirements contained in the Regulations as applicable to the Company for the year ended 30 June 2020.

Further, we highlight below instances of non - compliance with the requirements of the Regulations as reflected in
the paragraph 8, 19(i) and 19(ii) where these are stated in the Statement of Compliance:

Reference Description

i Paragraph 8 As stated in paragraph 8, the Board of Directors is in process of developing a formal
policy and transparent procedures for remuneration of directors in accordance with the
Act and the Regulations.

ii Paragraph 19(i)  As stated in paragraph 19(i), the Chairman is in the process to issue letters to all directors
for setting out their role, obligations, powers and responsibilities in accordance with the
Act and the company’s Articles of Association.

iii Paragraph 19(ii))  As stated in paragraph 19(ii), formal process for the performance evaluation of head of

internal audit jointly by the Chairman of the audit committee and the chief executive
officer is not yet developed.

KPMG Taseer Hadi & Co.
Chartered Accountants
Islamabad

Date: 03 October 2020
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INDEPENDENT AUDITORS’ REPORT

To the members of Biafo Industries Limited
Report on the Audit of the Financial Statements

Opinion

We have audited the annexed financial statements of Biafo Industries Limited (the Company), which comprise the
statement of financial position as at 30 June 2020, and the statement of profit or loss, the statement of
comprehensive income, the statement of changes in equity, the statement of cash flows for the year then ended, and
notes to the financial statements, including a summary of significant accounting policies and other explanatory
information, and we state that we have obtained all the information and explanations which, to the best of our
knowledge and belief, were necessary for the purposes of the audit.

In our opinion and to the best of our information and according to the explanations given to us, the statement of
financial position, statement of profit or loss, the statement of comprehensive income, the statement of changes in
equity and the statement of cash flows together with the notes forming part thereof conform with the accounting and
reporting standards as applicable in Pakistan and give the information required by the Companies Act, 2017 (XIX of
2017), in the manner so required and respectively give a true and fair view of the state of the Company's affairs as at
30 June 2020 and of the profit, the comprehensive income, the changes in equity and its cash flows for the year then
ended.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicable in Pakistan. Our
responsibilities under those standards are further described in the Auditors’ Responsibilities for the Audit of the
Financial Statements section of our report. We are independent of the Company in accordance with the International
Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants as adopted by the Institute of
Chartered Accountants of Pakistan (the Code) and we have fulfilled our other ethical responsibilities in accordance
with the Code. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
financial statements of the current period.

These matters were addressed in the context of our audit of the financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these matters.

Following are the key audit matters:




S. No. | Key audit matters How the matter was addressed in our audit

1 Revenue recognition Our audit procedures to assess the recognition of
Refer note 5.6 and 24 to the revenue, amongst others, included the following:
financial statements. e obtaining an understanding of the process relating
The Company is engaged in the to recognition of revenue and testing the design,
production and sale of commercial implementation and operating effectiveness of key
explosives and blasting internal controls over recording of revenue;
accessories including detonators « comparing a sample of revenue transactions
and other materials. The Company recorded during the year with sales orders, sales
recognized revenue from the sales invoices, delivery documents and other relevant
of commercial explosives and underlying documents;
blasting accessories amounting to « comparing a sample of revenue transactions
Rs.1,586 million for the year ended recorded around the year end with the sales orders,
30 June 2020. sales invoices, delivery documents and other
We identified the recognition of relevant underlying documentation to assess if the
revenue as a key audit matter related revenue was recorded in the appropriate
because revenue is one of the key accounting period;
performance indicators of the « comparing the details of journal entries posted to
Company and give rise to an revenue accounts during the year, which met certain
inherent risk that revenue could be specific risk-based criteria, with the relevant
subject to misstatement to meet underlying documentation.
expectations or targets. ) . . .

« assessing the appropriateness of accounting policy
for revenue recognition and comparing with the
applicable accounting and reporting standards; and

« assessing the adequacy of disclosures related to
revenue as required under the accounting and
reporting standards as applicable in Pakistan.

2 Allowance for trade debts under Our audit procedures to assess the reasonableness of

expected credit losses

Refer note 5.17.1 and 09 to the
financial statements.

As at reporting date, the Company
has trade debts of PKR 373.2
million, representing 32% of the
Company’s current assets.

Determination of expected credit
loss allowance for trade debts
requires significant judgment and
assumptions including
consideration of factors such as
historical credit loss experience
and forward-looking
macro-economic information.

We identified allowance for
expected credit losses as key
audit matter due to the
significance of estimates and
judgements in this regard.

management judgment, amongst others, included the
following:

obtaining an understanding of and testing the
design and implementation of management’s key
internal controls relating to recording Expected
Credit Loss allowance;

assessing the methodology developed and applied
by the Company to estimate the ECL in relation to
trade debts;

assessing and evaluating the assumptions used in
applying the ECL methodology and the integrity and
quality of the data used for ECL computation;

checking the mathematical accuracy of the ECL
model by performing recalculation on test basis;

involving specialist to review ECL model with regard
to accuracy and reasonableness of assumption and
methodology adopted by management; and

assessing the adequacy of disclosures related to
ECL as required under applicable accounting and
reporting standards.
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Information Other than the Financial Statements and Auditors’ Report Thereon

Management is responsible for the other information. Other information comprises the information
included in the annual report for the year ended 30 June 2020 but does not include the financial statements
and our auditors’ report thereon.

Our opinion on the financial statements does not cover the other information and we do not express any
form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If, based
on the work we have performed, we conclude that there is a material misstatement of this other information,
we are required to report that fact. We have nothing to report in this regard.

Responsibilities of Management and Board of Directors for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with the accounting and reporting standards as applicable in Pakistan and the requirements of
Companies Act, 2017 (XIX of 2017) and for such internal control as management determines is necessary
to enable the preparation of financial statements that are free from material misstatement, whether due to
fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends to liquidate the Company or to cease
operations, or has no realistic alternative but to do so.

Board of directors are responsible for overseeing the Company’s financial reporting process.
Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes
our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs as applicable in Pakistan will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional judgment
and maintain professional skepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

. Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company'’s internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

. Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material unce