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Embracing Excellence

Through Research & Development, Technology and Innovation Leadership

PEL recognizes the importance of consumer-driven product
development, makes significant investments in Research &
Development and Technologies, and remains a technology
forerunner and market leader in providing new products
and services to meet the challenges and technology
intensive needs of its customers.

This annual report can be accessed and downloaded from PEL’s website

http://pel.com.pk/index.php/financial/
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2070

REVENUE IN 2016
[RUPEES IN MILLIONS]

Record revenue in 2016 2011 2012 2013 2014 2015 2016
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APPLIANCES DIVISION

POWER DIVISION .

RETURN ON EQUITY
14.39%

VALUE PER SHARE BREAK-UP VALUE PER SHARE
s.71.28 Rs. 50.36

MARKET CAPITALIZATION CURRENT RATIO
Rs. 35,475 M 2.84 Times 25,511

19,996

Eq u |ty 15,595
[RUPEES IN MILLIONS] 11,158

7,565 7,782

[ Share capital and reserves - -

Advance against issue of ordinary shares
Surplus on revaluation of property, plant and equipment 2011 2012 2013 2014 2015 2016

Expenses In 2016

[RUPEES IN MILLIONS]

79.95% | Cost of sales
7.02% || Distribution cost
3.81% | Administrative and general expenses
0.83% | Other expenses
6.45%  Finance cost
1.94%  Taxation
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Calender of Events 2016

March .
May
June I
August :

September

November -

December

Additional Equity Investment, Issue of Right Shares Rs. 3,981 Million
Launching of new Inverter based AC
Launching of new Inverter based Refrigerator

Wapda approval for Three phase static whole current meter.
Wapda approval for Single phase static meter.

Wapda Approval and commencement of Production of Green
transformers-11 KV 1500X630 KVA

Launching of Invert o cool Glass Door Refrigerator.
Investment for production setup for Power Transformer manufacturing.

Interim Dividend @ Rs. 1.25 Per Ordinary share

PEL Secured the Best Corporate Report award by a joint committee of
ICAP & ICMAP

Green transformer Manufacturing - 33 KV 250X630 KVA

Launching of Intello Glass door Refrigerator.
Launching of new model of Water Dispensor.
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Best Corporate and Sustainability
Report Awards 2015

The institute of Chartered Accountants of
Pakistan (ICAP) and the Institute of Cost and -
Management (ICMAP) jointly hold the Best R s o
Corporate Report Award annually. ; a . a
Companies are encouraged to adopt Best Corporate"&Sustainability
international best practices to ensure Report Awards 2015
transparency by giving more disclosures and ; :
following specific formal requirements. The
criteria for evaluating companies are ol
reviewed by the joint Committee of ICAP and
ICMAP every year based on latest trends.
Every year all listed companies are ;
requested to send their annual reports for the =
competition.

E

had
- r |

The objective of the Awards is to encourage ‘
the application of timely, accurate,
informative and well-presented annual
reports for stakeholders.

This year PEL participated in the competition
and was able to successfully secure second
position in the Engineering and Auto sector.
PEL’s annual report is a more vital tool for
investors at home and abroad to enable
them to understand the underlying factors
relating to the current position and future
prospects of the Company. The value of
reporting to investors has been achieved by
providing a greater focus on forward looking
information, risk management, and
integrating them in a more coherent way.
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About PEL

PEL is the pioneer manufacturer of electrical
goods in Pakistan. In 1956, the Company was set
up by Malik Brothers in technical collaboration
with M/s AEG of Germany (“AEG”) to manufacture
transformers, switchgear and electric motors. AEG
exited from the venture and sold their share of PEL
to the Malik Brothers in the late 1960s, which was
subsequently acquired by the Saigol Group of
Companies in 1978.

Since its inception, the Company has always been
contributing towards the advancement and
development of the engineering sector in Pakistan
by introducing a range of quality electrical
equipment, home appliances and by producing
hundreds of engineers, skilled workers and
technicians through its apprenticeship schemes
and training programmes.

Until the acquisition by the Saigol Group, PEL was
solely catering the power equipment market. The
Company ventured into home appliances market
in 1981 after acquisition as a part of the Group’s
long term strategy of diversification.

The Company comprises of two divisions; each
offering a wide range of products as follows:

Power Division

e Distribution Transformers
e  Power Transformers

e Energy Meters

e Switchgears

e  Grid Stations

e EPC

Appliances Division
e Refrigerators

e Air Conditioners

e Deep Freezers

®  Microwave Ovens

e Washing Machines

Water Dispensers
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/7 Excellence is the gradual result of
always striving to do better.

-Pat Riley
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GEOGRAPHICAL PRESENCE

PEL Dealer/Service Centre Network

Our nationwide Dealer and Service Centre
Network provides us access to a wide range

of customers and enables us to provide

quality after sales services.

KPK
Population
Dealers

Sales Offices :2
Service Center : 2

ASCs

BALOCHISTAN
Population 1 6%
Dealers 1%
Sales Office 1
Service Center : 1

BALOCHISTAN

GAWADAR
(]

— .

SUMMARY

Total Appliances Dealers

PEL Dealer

PEL Sales Offices

PEL Service Centers

Authorized Service Centers (ASCs)

PESHAWAR
!

ASCs " § SEENA

SINDH

SuAr Il

1 2,600
01,250
118
121
1408

ISLAMRBAD

& tAkP e

. PUNJAB

JAMMU & KASHMIR

(DISPUTED TERRITORY)

SINDH
Population
Dealers

Sales Office
Service Center
ASCs

PUNJAB
Population
Dealers

I Sales Office

‘ Service Center
ASCs

‘ Sales Offices
‘ Service Centers

:21%
| 77
g
16
142

:61%
1 71%
112
112
1 279



International Presence

PEL exports to customers in following countries and has
continued focus on expanding presence in international

market:
* Qatar e SaudiArabia e+ Malaysia
e Afghanistan ¢ Tanzania « UAE
* Zimbabwe <« Kazakhstan *  Kuwait

* Yemen e Bangladesh * Botswana
* Greece * Nepal * Congo
e Swaziland ¢ Kenya

-
y
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Excellence is a
continuous process
and not an accident.

-A.PJ. Abdul Kalam
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Product Profile

APPLIANCES DIVISION

PEL is among the Market Leaders in Home
Appliances Business with a very good Presence
and Market Share since year 1987. The growing
demand is due to innovation and product
development through dedicated & continuous
Research & Development.

Going Forward, The
Company is committed
to adding more products
in its range. The Strategy
employed is to use the

same distribution channel
to sell more products. This
dilutes our fixed cost. The
growth Potential to add
more products and leverage
to the PEL Brand is Vast.

REFRIGERATOR

PEL started refrigerator manufacturing in 1987 with
the technical assistance of IAR- SILTAL ltaly. Its
cooling performance is tested and approved by
Danfoss Germany while the manufacturing facility is
ISO 9002 Certified from SGS Switzerland.

The market demand remained buoyant during the
year despite load shedding and high rate of inflation.
Refrigerators have become a necessity for meeting
the basic storage requirement for the preservation of
edibles in addition to the cooling of water and
producing ice . With the rise of rural prosperity , the
demand for refrigerators in rural areas is surging.

The Company is well positioned to take benefit of
growing demand as a result of above factors and
has introduced Energy efficient INVERT-O-COOL
with electricity saving up to 40%. The Company also
introduced Single Door Models 1100 and 1400 to
cater the small size segments. For another Class of
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Society PEL Glass Door Series INTELLO
with supper freezer, blue tooth speaker,
door alarm and an intelligent temperature
control system has been introduced.

The Company is focusing on continuous
improvement through R&D. Special
attention is being given through different
marketing campaigns to further strengthen
the PEL Brand. The turnover of
Refrigerators has increased significantly
over the past few years.

DEEP FREEZER

PEL Deep Freezers were introduced in
1987 in technical collaboration with
ARISTON ltaly. The Company's
manufacturing facility is ECO Friendly
because PEL uses Green Gases and is the
best choice for MNCs. Customized
products (Deep Freezers and ICE Cream
Cabinets) with durability and high level of
performance is preference of Corporate
Customers like Unilever (Walls), Engro
Foods (O more), Pakistan Dairies (Igloo),
Coke and PEPSI Bottlers. Due to superior
product quality and highly responsive after
sales service, the Company receiving
continuously repeat orders from above
corporate customers.

Capitalizing on our technical expertise we
have signed after sale service agreements
with Coca Cola Beverages Limited, PEPSI
Bottlers, Unilever, Engro Foods, Pakistan
Dairies for repair services of Deep
Freezers, Visi Coolers and Chest Coolers .
This will deepen our relationship with
valued customers.

We are confident that we will add up major
players in beverage industry as well.
Further to catering continuous demand
from our sales network, we have launched
Deep Freezer models for general
customers, response of which is quiet
encouraging.

1

(RN |
R
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AIR CONDITIONER

The Company is among the pioneers of Window
AC manufacturing in the country and remained
market leader for a long time until it hit due to
technological shift on Split AC. Since the
Company's return in Split A.C Business, PEL
Split A.C has been well received in the market
due to its durability, quality, brand equity and
after sales service.

The Company has continued focus on building
Brand Equity through continues product
development. The Company launched energy
saving Inverter Series with heat and cool
function, which was well received in market. Its
efficiency in terms of energy saving will further
increase in the improved electricity supply
scenario.
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MICROWAVE OVEN

PEL Electrical Home Appliances have always been
customers' choice due to its quality, brand equity and a
country wide efficient after sales services network. On
consistent market demand, the Company entered in to
Microwave Oven business.

Following an innovative product development culture, the
Company has introduced DESIRE and GLAMOUR series with
built in recipes.

-

WATER DISPENSER & WASHING MACHINE

The Company aims to complete the home appliances range, to cater to the consistent market
demand. The Company has set up a Water Dispenser manufacturing unit in 2016 and has
already launched assembled units in local market. Keeping in view the impressive market
response, the Company has invested in setting up manufacturing line. The Commercial
Production has started in February 2017.

Foreseeing the market demand, the Company is also considering setting up a Washing
Machine Manufacturing Facility in the year 2017.
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POWER DIVISION

PEL is among the pioneers of Electrical Capital Goods
and has been serving the power utility companies,
industries, individual customers, housing and commercial
projects by providing cost effective solutions. PEL is now
technology forerunner and market leader in providing
new products and services to meet the challenges and
technology intensive needs of its customers. Our EPC
contracting division delivers custom designed and built
HV and EHV grid stations, electrification of housing
projects and industrial parks. We aim to maintain this
competitive edge and at the same time keep striving to
improve it further by continuous R&D, creating new
knowledge and adopting global developments in
technology and product design.

High standards of Quality and customer care are hallmark
of PEL Corporate Philosophy. We have a comprehensive
Quality Management System that is Consistent with ISO
9001-2000. PEL is an ISO certified Company.

PEL being leading electrical equipment manufacturer has
aligned its policies to support the Government in its effort
to overcome the energy issues and is well positioned to
obtain its due share in electrical equipment business
arising from CPEC developments.

DISTRIBUTION TRANSFORMERS

Distribution Transformer is among Company's Premier
Products. PEL is engaged in Distribution Transformer
manufacturing since its inception in 1958. With its
excellent performance history, the Company is among
key players in local market with a substantial market
share. After Siemens's exit from transformer business PEL
is among prominent having state of the art manufacturing
and testing facilities. PEL established a transformer
manufacturing facility to meet the global quality
standards, in Technical assistance from Pauwels,
Belgium.

PEL Distribution Transformers range includes oil
impressed core type transformers, dry type transformers
and auto transformers of voltage up to 33 KV ratings from
10 KVA to 10 MVA. PEL has acquired manufacturing
capabilities and developed Smart Transformers with
reduced size by using foil winding, with latest cooling
efficient insulation and corrugated tanks with detachable
radiators.

The transformers have been tested and accredited for
impulse voltage and short circuits from Short Circuit
Laboratory, KEMA (Holland) and HVSC Lab, RAWAT
(Pakistan). Besides meeting the local demand PEL is
exporting transformers to different countries.

Among land mark achievements during the year under
review was the successful short circuit testing of PEL
Green Transformers (with bio degradable fluid instead of
conventional mineral oil) of 1,500 & 630 KVA (11KV) and
250 & 630 KVA (33KV) at KEMA — Netherlands for Jordan
Electric Power Company - JEPCO Jordan (First time by a
Pakistani manufacturer in its history).
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Excellence is doing
ordinary things
Extraordinary well.

-John W. Gardener
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POWER TRANSFORMERS

Extensive experience and success in manufacturing distribution transformer =
led to establishment of Power Transformer Division in 2005. Since its birth
this division has produced transformers of rating 31/40 MVA, 20/26 MVA a
10/13 MVA for 132 KV level. To compete internationally, PEL combined it
technical expertise with GANZ, a renowned and experienced Hungarian
transformer manufacturer with over 150 years of history and now continue
to cooperate with their technical partners for new development.

After Siemens' exit from transformer business, PEL is a leading power
transformer manufacturer in local market. Demand of power transformers is
expected to continue due to the Government's accelerated efforts for T&D

Infrastructure Augmentation after meeting energy generation requirements.

{._.-"

ENERGY METER

PEL Single Phase and Three Phase Static Meters are manufactured as per €
specifications of Utility Companies licensed from ABB USA and its quality is
certified by KEMA Laboratories.

PEL Energy Meter Plant is ISO 9002 certified and its products meet the
standards of WAPDA & KESC.

To overcome the circular debt Government has Plan to introduce AMR / AMI
(Advance Metering Reading / Infrastructure ) to control electricity pilferage.
Company has developed Single Phase, Three Phase GSM Energy Meters * /'
and DLMS Compliant Single Phase Energy Meter and got it approved from
National Transmission and Distribution Company - NTDC and is well
positioned to take care of rising demand of Energy Meters with advance
functionalities .

SWITCHGEARS N
PEL is engaged in switchgear business since its inception in 1958 and is )’
one of the leading manufacturers of Pakistan. Switch Gear division products ~ *
include MV&LV Switch Gears, MV Metal Clad Switch Gear Cubicles, MV Pad \
Mounted Transformers, Kiosk Type Compact substations, LV Distribution \

Panels, PFI Plant, Motor Control Centre & Bus Tie Duct.

Pakistan's Industrial Sector is reviving due to improved electricity supply and \

other Government initiatives. There are visible signs of economic stimulation Al > Y,

of national industry in textile and energy sectors. The overall private E_

business of housing schemes and upcoming projects of industrial estates '\\,_ - /
d

seem very promising in 2017. We are confident to increase our market share '
and switchgear business will even grow further in future. ~

/s

5

' V7
: AN
EPC CONTRACTING ]

PEL EPC Division was formally established in 2006 and delivers custom made

\ /4
solutions in following areas. __fl‘ — (

+ 132 & 220 KV Grid Station for Power Utility Companies.

« 132 and 11 KV Substations for commercial & industrial customers for integration”of Private
Power Generation Plants into utility network for sale of their surplus power to utility companie

« Electrification of housing projects and industrial parks.

industry. The Company is well prepared to grasp opportunities in this sector.
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Green INNOVATION s

The idea of environmental protection evokes the
necessity and responsibility of humans to protect
the environment from pollution and its hazardous

effects. Being a responsible corporation, PEL
deems it its responsibility to provide
exclusively designed Green Transformer for

the first time ever in Pakistan after passing

rigorous type tests by renowned Keuring

PEL’s 1500kVA and 630kVA Green

Transformers have been certified for meeting —-g -

international standards and have successfully

completed 5 seconds Continuous Short Circuit

carbons footprint with increased efficiency and

very low line losses. Green Transformers being clean technology product and far more efficient than their
counterparts will help our customers to hit their sustainability targets effectively. Up till now, companies of

environment friendly solutions by replacing

conventional ways to fuel consumption with

more efficient and environment friendly

methods of energy production, transmission

and distribution. PEL has excelled among 1+

other Companies in successfully launching its ;
Elektrotechnische Materialen Arnhem IIIIIlI'l
Laboratory, Netherlands (KEMA Lab Holland).

Current Test. They use biodegradable fluid

instead of mineral oil and has feature to reduce

Jordan, Saudi Arabia, Africa and Afghanistan have warmly welcomed our Green Transformers and the
number of companies is still increasing.

There is a developing trend towards
environmentally friendly technologies in all
industries. At PEL, we continue to develop
technology that is not just clean but equally
or more efficient than its counterparts. PEL’s
Green Transformer is just one of the many
innovative solutions designed to help our
customers to meet their sustainability targets.
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PEL’s Journey Through Time

Started Production of Energy Meters under iR T
the License from ABB USA '

Quality Management System Certification for
Energy Meter ISO 9001 by SGS* —
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2004

echnology from GANZ, Hungry to
- ProducePower Transformers

- Formal start of EPC Business
Segment of the Company

2 Exseﬂénce Award 6th Annual Envrronmental
q Kward Export of Power Transformer

- aﬂsformer Factory by' Prme Minister
al Assistance from Pauwels, Belgium.



24 Pak Elektron Limited
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REGISTERED OFFICE KARACHI

17- Aziz Avenue, Canal Bank, Kohinoor Building
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Tel: 042-35718274-6, Karachi ‘w\l 3

A

ISLAMABAD CHINA Fil
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Blue Area, Islamabad Shanghai, China el =
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14-K.M. Ferozepur Road, FACILITY

Lahore 34-KM. '

Tel: 042-35920151-9 Perozepur fioad, I
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Vision

To excel in providing engineering
goods and services through
continuous improvement.

Mission

To provide quality products and
services to the complete satisfaction
of our customers and maximize
returns for all stakeholders through
optimal use of resources.

To focus on personal development of

our human resource to meet future
challenges.

To promote good governance,
corporate values and a safe working
environment with a strong sense of
social responsibility.
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CORPORATE STRATEGY

To remain competitive in
appliances and electrical capital
goods industry through
continued focus on consumer
needs with improved product
quality and after sale service,
research and development, cost
economization and efficiency
improvement.

STATEMENT OF
ETHICS AND BUSINESS
PRACTICES

We are serving the nation
through manufacturing and
sales of electrical goods and
home appliances. We are
committed to represent the
ethical responsibilities of
company operations. In
recognition of this, our
commitment reflects the
value statements.

As directors, and
employees, we all are
passionate to our contents
and strive to be model of the
principles. It is an
organization of people who
are united to achieve the
common goal. We are
accountable for all our
actions both individually and
as a company. We act with
absolute honesty, integrity
and fairness in the way we
conduct our business and in
the way we live and act.

We realize the importance of
the human life and
company’s all other
resources. We are
committed, all the time, to
the safe and reliable
operations of our power
complex, and to the incident-
free workplace. We ensure
that this commitment shall
remain one of our utmost
priorities.

We are persistent about
delivering our promises to
the customers as our

success comes only with the
success of our customers.
We carried out jobs keeping
in view the satisfaction of our
internal and external
customers. We believe in
cost effective quality of work
with the aim of excellence in
everything.

We value the safety, security
and peace of mind of our
employees. We recognize
and affirm the unique and
intrinsic worth of each
individual and treat all with
compassion and kindness.
We value treating each
individual with an attitude of
mutual respect, caring
attention and fairness. We
observe strict compliance in
the organization discipline
with respect to all the
company rules and
regulations.

We embrace progress and
growth as the life blood of
our organization that gives
us the freedom to fulfill our
vision and mission. This
includes company’s growth
as well as the career growth
of the employees.

We value and promote
teamwork by providing a
work environment that helps
to recognize the benefits of
the individual and collective
wisdom which is achieved
through empowering the
employees to create and act
based upon the highest level
of ethical conduct.

We strive to enhance the
quality of life of our
surrounding community and
set the precedent for the
corporate sector to
recognize the
responsibilities. We value the
promotion of mutual trust
between the community and
corporate sector

CODE OF CONDUCT

Honesty and integrity: We
shall demonstrate highest
standards of honesty and
integrity while conducting
our employment activities.

Unlawful activities: We shall
not engage in any activity
that is believed to be in
violation of any law.

Unfair advantage: We shall
not abuse our position in
any manner to influence any
person, including
subordinates, to provide us
any favour, whether financial
or otherwise.

Conflict of interest: We shall
not allow ourselves to be put
in a position, while
representing the Company
in dealings with third parties,
in which an actual or
perceived conflict of interest
exists.

Other engagements: We
shall not engage in any
business activity, whether
directly or indirectly, with
any customer, supplier or
agent of the Company or
which is inconsistent or
conflicting with the business
activities of the Company.

Confidentiality: We shall not
use or disclose the
Company’s proprietary or
confidential information to
make personal gains or
benefits.

CORE VALUES

Honesty and Integrity in
conducting business.

Continued focus on
Customer Satisfaction

Being Socially Responsible
by giving back to society.

Adhering to high standards
of Morality.
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Once you have

experienced excellence
you will never again be
content with mediocrity.

-Thomas S. Monson
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Management Objectives

Obijective 1

Maintain competitiveness in appliances and electrical capital goods industry

Strategy

Keep ourselves up-to-date with
the latest technological
advancements and enhance
our production facilities to
improve efficiency.

Opportunities/Threats

Our policy of upgrading our
plants with state of the art
equipment ensures that we
keep pace with advancements
and avoid redundancy.
However, with the passage of
time, upgradation and
maintenance may result in
high costs and threat of
entrance of the new players in
the business.

CPIs monitored

Sales volume
Asset turnover
Market share

Future relevance

Yes

Objective 2 Increase sales

Strategy

Sales expansion via well
planned integrated marketing
campaigns with Improved
Quality of Products.

Opportunities/Threats

There are still untapped
opportunities to expand our
distribution network both
within and outside Pakistan.

CPIs monitored

Sales

Market share
Geographical
presence

Future relevance

Yes

Objective 3 Economize on costs

Strategy

Keeping our resource
utilization at an optimum level
through strict governance
policies

Opportunities/Threats

Prospect of streamlining our
business processes will go a
long way into further
strengthening our bottom line.
Cutting back on selling and
distribution costs might
adversely affect our sales
volume.

CPIs monitored

Cost of Sales

Operating
expenses

Future relevance

Yes

Objective 4 Expand product line

Strategy

Continuously seek avenues to
diversify within and outside the
Appliance and Power Industry

Opportunities/Threats

There are still numerous
unexplored product lines that
are offered by current
competitors of PEL.

CPIs monitored

Product range
and market
research

Future relevance

Yes

Objective 5 Achieve operational efficiencies

Strategy

Keep our business processes
in perfect synchronization,
thereby reduce cost and
enhance the production
efficiencies.

Opportunities/Threats

Room for improvement in
efficiency. With focused
management strategies,
operational efficiencies can be
enhanced.

CPIs monitored

Effective and
efficient cost
control

Future relevance

Yes

There were no changes in the Company’s objectives and strategies from the previous year. The

relationship between the Company’s results and objectives is explained on page 63.
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Business Model

Our business model is at the heart of
our strategy. It enables us to prosper
and positions us well to deliver
continued growth.

KEY ASSETS

Human Capital, being o ost
important asset, directlyu:flfg:‘[' .
our performance. o

Market goodwill and brand image b
is another valuable asset that has N _
been, and continues to be, the
primary ingredient to our
accomplishments.

Keeping abreast with latest A -
technology is key input to our onwide and internationally.
continuous efforts to produce

innovative high quality products.
Our nationwide distributi

-
29
network and international . 7,
=

ave continued focus on improving production
ficiencies and economizing costs which, in turn
contributes towards
improved profitability.

presence enables us to reachﬁ.

wide range of customers. Effective planning is the key to achieving our

management objectives. Continuous
monitoring enables us to identify gaps and
improve our planning process.

SUSTAINABLITY

Customer satisfaction is the one
of main areas of focus in our sustainability
model which is achieved through a comprehensive
quality assurance mechanism and excellent after sales
services.

Liquidity is the key to smooth running of operations.
Adequate reserves and banking facilities are
maintained by continuously monitoring of forecasts
and actual cash flows.

Continuous research and development has
allowed us to emerge as technology and
innovation leader in the industry.
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Stakeholders’ Engagement

Stakeholders

Institutional
Investors
/Shareholders

Customers &
Suppliers

Banks and other
lenders

Media

Regulators

Analysts

Employees

Employees Local
community and
general public

Management of Stakeholders’ Engagement

We recognize the trust our investors put in us and
acknowledge it by providing a steady return on their
investments.

We recognize the importance of customer relationship
management and have made significant investments in
this regard over the years going beyond extending credit
facilities and trade discounts. We also acknowledge that
engaging reputed and dependable suppliers as business
partners for supply of raw material, industrial inputs,
machinery and equipment is the key to our continuous
and sustainable growth.

Banks and other providers of debt finances are one of the
key stakeholders who are engaged by us on a regular
basis for the purpose of short term and long term
financing.

Different communication mediums are used on need
basis to apprise the general public about new
developments, activities and products of the Company

We pride ourselves in being a responsible corporate
citizen and abide by the laws and regulations of Pakistan.

In order to attract potential investors, the Company
regularly engages with analysts on details of projects
already disclosed to the regulators, with due regard to
regulatory restrictions imposed on inside information /
trading, to avoid any negative impact on the Company's
reputation or share price.

Our commitment to our most valued resource, our human
capital, is at the core of our HR strategy. PEL provides a
nurturing and employee friendly environment to its
employees.

PEL regularly engages with general public at large
through its CSR initiates. This engagement helps us to
identify required interventions in the field of education,
health and uplift of the society.

Effect and value to PEL

The providers of capital allow
PEL the means to achieve its
vision

Our success and performance
depends upon the loyalty of
our customers with the PEL
brand and effective supply
chain management

Dealing with banks and other
providers of debt finances is
key to our performance in
terms of access to cheaper
loans, minimal fee, higher
level of customer service, and
future planning.

By keeping the media
informed of the developments
and activities of PEL, more
awareness of the Company is
developed along with
awareness of the Company's
products offered.

Laws and regulations, and
other factors controlled by the
Government affect PEL and its
activities.

Providing all the required
information to analysts helps
in clarifying any
misconception/rumour in the
market

Our employees represent us
in in the industry and
community, and are at the
heart of our organization,
implementing every strategic
and operational decision of
the management.

The people of our country
provide the grounds for us to
build our future.
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Board of Directors

MR. M NASEEM SAIGOL
Chairman/Non-Executive

Mr. M. Naseem Saigol is the Chairman of the Saigol Group of Companies including PEL. He
holds a degree in chemical engineering from USA. Mr. M. Naseem Saigol came up with the
vision to serve the nation through power industry in 1994 when Pakistan was facing a severe
shortage of power supply. He joined his hands with Tomen Corporation Japan (later on
acquired by Toyota Tsusho Corporation, Japan) and formed Kohinoor Energy Limited (KEL) as
an Independent Power Producer. KEL is proudly contributing to the dire power needs of the
country.

Mr. M. Naseem Saigol has been the Chairman of All Pakistan Textile Mills Association (APTMA),
Vice President of Lahore Chamber of Commerce and Industry, President of Faisalabad
Chamber of Commerce and Industry, and is member of Industrial Employers' Association. He
holds the office of Honorary Consulate of Belgium. Mr. M. Naseem Saigol through his business
group in terms of services, manufacturing home appliances and electrical equipment, textile
products and exports thereof, and power generation, is not only contributing to exchequer and
the GDP of the country but also bestows businesses to local vendor industry and providing job
opportunities to thousands of Pakistanis. He, being an eminent textile entrepreneur, has also
the honor to provide technical and management expertise to the governments of Libya,
Somalia and Tanzania for establishing textile industry in their countries.

Mr. M. Naseem Saigol is also on the Boards of Kohinoor Energy Limited, Saritow Spinning Mills
Limited, Kohinoor Industries Limited and Kohinoor Power Company Limited.

MR. M. MURAD SAIGOL
Chief Executive Officer

Mr. M. Murad Saigol is the Chief Executive of the Company and has also assumed the
responsibilities of Managing Director.He did his graduation from School of Oriental and African
Studies, London UK. He looks after all of the Strategic and Operational affairs of the Company.
He joined PEL in 2005 and achieved certain land marks in Company Business. In his current
role he is responsible to drive the Company affairs in accordance with Board of Directors
Vision and Mission. He is a Corporate Governance Certified Director under Directors Training
Program.

MR. M. AZAM SAIGOL
Non-Executive Director

Mr. M. Azam Saigol is a Non-Executive Director on the Board of PEL. He holds a Bachelor’s
(Hons) Degree in Economics & Economic History from Brasenose College Oxford University,
UK. He is an industrialist and has interests in textile, electronics/electrical, international trading
automobile, energy and banking industries. He has been the Chairman of PIA Board’s
Information Technology Steering Committee and Member of Board’s Human Resource &
Remuneration Committee, and Board’s Finance Committee. He has been Chairman of the
Company's Audit Committee and Human Resource & Remuneration Committee.

Mr. M. Azam Saigol is also on the Boards of Saritow Spinning Mills Limited, Kohinoor Industries
Limited and Kohinoor Power Company Limited.



Annual Report | 2016

MR. M. ZEID YOUSAF SAIGOL
Executive Director

Mr. M. Zeid Yousaf Saigol is an Executive Director on the Board of PEL. He holds Bachelors in
Science (BS) in Chemical Engineering from Carnegie Mellon University USA.

He is associated with Company since 2011 and is leading the Company's Power Division
Operations. He is a Corporate Governance Certified Director under Directors Training Program.

SYED MANZAR HASSAN
Executive Director & CFO

Syed Manzar Hassan is an Executive Director on the Board of PEL and is also the Chief Financial
Officer of the Company. He is a Fellow Member of Institute of Chartered Accountants of Pakistan.
He has over 20 years' experience in Financial Management, Financial & Management Reporting

and handling Corporate Matters with a Specialization in Corporate Finance. He joined PEL in 1998
and is responsible for financial matters including budgeting and financial planning. In his current
role, he is responsible for all necessary financing arrangements for smooth cash flow, budgeting
and business planning, management and corporate accounting, company taxation and regulatory
issues and company IT resource management. He is a member of the Company's Human Resource
& Remuneration Committee.

SHEIKH MUHAMMAD SHAKEEL
Non-Executive Director

Mr. S M Shakeel is a Non-Executive Director on the Board of PEL. He is a Fellow Member of the
Institute of Chartered Accountants of Pakistan. In 1990 he joined A. F. Ferguson & Co, Lahore, as
Audit Trainee. During the training, he gained extensive experience of operations of a number of
listed companies representing diverse segments of industry and finance. He passed his C.A.
examination in 1994, and in recognition to his outstanding performance the Institute awarded him
with the Gold Medal. He is a Corporate Governance Certified Director under Directors Training
Program.

In 1994, he joined the Saigols Group as Manager Finance and was soon promoted to the position
of General Manager Finance. Mr. Shakeel carries a wide range of experience in the fields of project
development, business operations, financial management, and corporate and tax administration.

He is also on the Board of Kohinoor Energy Limited.

OTHER DIRECTORS

In addition to the above directors Mr. Asad Ullah Khawaja is an Independent Non-Executive Director
on the Board of PEL nominated by NIT.

The following Directors are on the Board of directors of PEL through nomination under section 182
of the Companies Ordinance, 1984.

1) Mr. Wajahat A. Bagai 2) Mr. Khalid Siddiq Tirmizey 3) Mr. Usman Shahid 4) Mirza Babur Baig
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Board Committees

AUDIT COMMITTEE
Mr. Asad Ullah Khawaja (appointed on March 31, 2016) Chairman
Mr. M. Azam Saigol Member
Mr. Usman Shahid Member
Sheikh Muhammad Shakeel (appointed on March 31, 2016) Member
Directors 31° 26" 19" 24" Total
March  April  August October  Attended
Mr. Asad Ullah Khawaja X v v v 3
Mr. M. Azam Saigol v X X v 2
Mr. Usman Shahid v v v X 3
Sheikh Muhammad Shakeel X v v v 3
Salient Features & Terms of - The going concern
References assumption,
The Audit Committee is, among « Any change in accounting
other things, responsible for policies and practices,
recommending to the Board of A
. . « Significant related party
Directors the appointment of .
: . transactions
external auditors by Company's
shareholders and considers any « Compliance with
questions of resignation or applicable accounting
removal of external auditors, audit standards, and
fee gnd provision b¥ external « Compliance with listing
auditors of any service to the .
. o ) regulations and other
Company in addition to audit of
e . statutory and regulatory
its financial statements. In the .
requirements.
absence of strong grounds to
proceed otherwise, the Board of d) Facilitating the external audit
Directors acts in accordance with and discussion with external
the recommendations of the Audit auditors of major
Committee in the following observations arising from
matters: interim and final audits and
A . any matter that the auditors
a) Determination of appropriate - s .
may wish to highlight (in the
measures to safeguard the
. absence of Management,
Company's assets.
where necessary).
b)  Review of preliminary e) Review of Management Letter
announcements of results . .
. s issued by external auditors
prior to publication. ,
and Management's
c) Review of quarterly, half responsible thereto.
yearly and annual financial f) Ensuring coordination
statements of the Company, .
- . between the internal and
prior to their approval by the .
. . external auditors of
Board of Directors, focusing
on: Company.
g) Review of the scope and

- Major judgmental areas,

 Significant adjustments
resulting from the audit,

extent of internal audit and
ensuring that the internal
audit function has adequate
resources and is

m)

appropriately placed within
the Company.

consideration of major
findings of internal
investigations of activities
characterized by fraud,
corruption and abuse of
power and management's
response thereto.

ascertaining that the internal
control systems including
financial and operational
controls, accounting systems
for timely and appropriate
recording of purchases and
sales, receipts and
payments, assets and
liabilities and the reporting
structure are adequate and
effective.

Review of Company's
statement on internal control
system prior to endorsement
by the Board of Directors and
internal audit reports.

Instituting special projects,
value for money studies or
other investigations on any
matter specified by the Board
of Directors, in consultation
with the CEO and to consider
remittance of any matter to
the external auditors or to
any other external body.

Determination of compliance
with relevant statuary
requirements.

Monitoring compliance with
the best practices of
corporate governance and
identification of significant
violations thereof.

Consideration of any other
issue or matter as maybe
assigned by the Board of
Directors.



HUMAN RESOURCE & REMUNERATION COMMITTEE

Mr. M. Azam Saigol Chairman

Mr. M. Murad Saigol Member

Mr. Asad Ullah Khawaja (appointed on March 31, 2016) Member

Syed Manzar Hassan Member

Directors 31 Total
March Attended

Mr. M. Azam Saigol v 1

Mr. M. Murad Saigol v 1

Mr. Asad Ullah Khawaja (appointed on March 31, 2016) X -

Syed Manzar Hassan v 1

Salient Features & Terms of
Reference

The role of Human Resource and
Remuneration Committee is to
assist the Board of Directors in its
oversight of the evaluation and
approval of short term and post-
employment benefit plans,
welfare projects, succession
planning and industrial relations.
The committee recommends any
adjustments, which are fair and
required to attract/retain high
caliber staff, for consideration and
approval. The Committee has the
following responsibilities, powers,
authorities and discretion:

a) Conduct periodic reviews of
good performance incentives
and maintenance of
industrial peace incentives
and safety awards for safe
plant operations.

b) Periodic reviews of the
amount and form of
reimbursement for terminal
benefits in case of retirement
and death of any employee
in relation to current norms.

c) Consider any changes to
Company's retirement benefit
plan.

d) Review organizational
policies concerning welfare
schemes, incentives for
outstanding

performance and paid study
leaves.

e) Recommend financial
package for board directors.

f)  Ensure, in consultation with
the CEO that succession
plans are in place and review
such plans at regular
intervals for those executives,
whose appointment requires
Board approval (under Code
of Corporate Governance),
namely, the Chief Financial
Officer, the Company
Secretary and the Head of
Internal Audit, including their
terms of appointment and
remuneration package in
accordance with market
positioning.

g) Review and recommend
compensation/benefits for
the CEO in consultation with
Company Secretary.

h) Conduct periodic review of
the amount and for of
Director's compensation for
Board and Committee
services in relation to current
norms. Recommend any
adjustments for Board
consideration and approval.

The Committee meets on as
required basis or when directed
by the Board

Annual Report | 2016 37

sets the agenda, time, date and
venue of the meeting in
consultation with the Chairman of
the Committee. The General
Manger Human Resources acts as
Secretary of the Committee and
submits of the minutes of the
meeting duly signed its Chairman
to the Company Secretary. These
minutes are then circulated to the
Board of Directors.
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Organogram

Board of Directors

Company Secretary

HR & Remuneration

Audit Committee Committee

Chief Executive
Officer

Director Operation
Power Division

Director Finance

Chief Internal
Auditor

Sr. Manager

Financial Controller Corporate Finance

Functional Reporting

Administrative Reporting |

General Manager

gl Credit Control

Sr. GM Marketing

Private Business Sr. GM

Manufacturing & R&D

GM MFG AC, DF &
other appliances

GM Manufacturing

Switchgear Sr. Mgr. Marketing

Appliances Division

GM Sales & Marketing
Appliances Division

Mgr. Manufacturing
Energy Meter

GM Supply Chain

GM Manufacturing
Transformers

GM Industrial Relations
& Administration

Sr. Manager

Manager Exports
9 P Human Resources

Power Division

Head CSD

Sr. GM Marketing
WAPDA Business

Chief IT Officer




Stakeholders’
Information
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Key Perormance Indicators

Profitability Ratios

Gross Profit ratio % 30.87 29.59 30.75 24.62 20.50 9.39
Net Profit(Loss) to Sales % 13.68 11.46 10.92 3.69 0.65 (10.26)
EBIT margin Rupees in millions 5,691 5,295 4,438 2,594 2,211 (389)
EBITDA margin Rupees in millions 6,541 6,041 5,195 3,315 2,917 309
% change in sales % 16.37 21.54 27.94 (7.08) 47.88 (31.02)
% change EBIT margin % 7.47 19.32 71.07 17.34 (668.53) (120.63)
EBITDA Margin to Sales % 24.38 24.05 25.32 20.13 16.42 2.72
Operating Leverage Times 0.46 0.90 2.54 (2.45) (13.96) 3.89
Return on Equity

- without revaluation reserves % 17.61 18.96 20.33 9.28 2.93 (82.29)
- with revaluation reserves % 14.39 14.40 14.37 5.44 1.47 (15.38)
Return on Capital Employed % 10.54 9.37 8.79 2.85 0.58 (5.78)
Liquidity Ratios

Current ratio Times 2.84 2.52 2.44 1.52 1.12 0.97
Quick / Acid Test ratio Times 1.73 1.61 1.49 0.99 0.72 0.52
Cash to Current Liabilities Times 0.07 0.07 0.05 0.04 0.02 0.02
Cash Flow from Operations to Sales Times 0.08 0.08 (0.17) 0.00 (0.01) 0.12
Activity/Turnover Ratios

Inventory turnover ratio Times 2.64 2.83 2.79 3.24 3.52 2.08
No. of Days in Inventory Days 138 129 131 113 104 176
Debtor turnover ratio Times 4.23 3.96 3.83 3.39 4.36 3.66
No. of Days in Receivables Days 86 92 95 108 84 100
Creditor turnover ratio Times 24.57 23.54 17.63 10.54 9.81 7.89
No. of Days in Payables Days 15 16 21 35 37 46
Total Assets turnover ratio Times 0.67 0.69 0.63 0.61 0.70 0.48
Fixed Assets turnover ratio Times 2.04 1.85 1.63 1.24 1.44 0.95
Operating Cycle Days 209 206 206 186 150 229
Investment/Market Ratios

Earning per Share - Basic Rupees 7.51 6.61 6.13 3.75 0.54 (9.35)
Earning per Share - Diluted Rupees 7.51 6.61 6.13 3.75 0.54 (9.35)
Price Earnings ratio Times 9.49 8.78 6.19 4.95 18.53 (0.35)
Dividend Yield ratio % 4.21 2.00 - - - -
Dividend Payout ratio % 39.95 17.54 - - - -
Dividend Cover ratio Times 2.50 5.70 - - - -
Cash Dividend per Share Rupees 3.00 1.25 - - - -
Stock Dividend per Share % - - - 10.00 - -
Market Value per Share

- year end Rupees 71.28 62.54 40.93 19.99 10.76 3.49
- high during the year Rupees 74.64 94.97 40.93 27.97 11.00 15.73
- low during the year Rupees 53.57 42.33 18.87 8.14 3.40 3.32
Break-up Value per Share

- without revaluation resevres Rupees 40.97 33.07 26.57 22.74 28.38 25.88
- with revaluation resevres Rupees 50.36 45.14 38.04 39.94 60.17 58.39
Change in market value added % 13.98 52.80 104.75 85.78 208.31 (75.25)
Market capitalization Rupees in millions 35,475 24,900 16,296 5,360 1,311 425
Capital Structure Ratios

Financial Leverage ratio Times 0.55 0.94 1.19 1.70 3.20 3.30
Weighted Average Cost of Debt % 9.13 11.15 14.81 14.52 15.91 10.98
Debt to Equity ratio 20:80 29:71 36:64 35:65 42:58 43:57
Interest Cover ratio Times 5.16 3.67 2.47 1.51 1.14 (0.30)




Rupees in millions

SUMMARY OF BALANCE SHEET
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Shareholder's equity 25,511 19,996 15,595 11,158 7,782 7,565
Long term debt 4,604 6,127 7,344 5,728 5,621 4,571
Deferred liabilities/income 2,367 2,305 2,440 2,474 1,980 2,029
Current liabilities 7,845 7,722 7,148 7,782 9,832 9,629
Total equity and liabilities 40,327 36,149 32,527 27,143 25,215 23,794
Property, plant and equipment 16,442 15,510 14,467 14,818 13,811 14,089
Intangible assets 324 338 344 349 311 315
Long term assets 1,301 871 257 128 76 59
Total non-current assets 18,068 16,719 15,068 15,295 14,198 14,463
Cash and cash equivalents 552 578 340 278 216 162
Other current assets 21,707 18,853 17,119 11,570 10,800 9,169
Total current assets 22,259 19,431 17,459 11,848 11,016 9,331
Total assets 40,327 36,149 32,527 27,143 25,215 23,794
SUMMARY OF PROFIT OR LOSS

Revenue 26,834 29,323 24,126 18,856 20,294 13,723
Sales tax and discount (7,290) (4,201) (3,608) (2,387) (2,524) (2,380)
Cost of Sales (18,550) (17,688) (14,209) (12,414) (14,126) (10,278)
Gross profit 8,284 7,434 6,309 4,055 3,644 1,065
Other income 37 36 32 46 36 37
Operating expenses (2,706) (2,277) (1,893) (1,486) (1,456) (1,481)
Finance cost (1,497) (1,665) (1,893) (1,819) (2,050) (1,413)
Share of profit/(loss) of associate 0 (13) (11) (21) (13) (10)
Profit before taxation 4,119 3,514 2,545 775 161 (1,802)
Taxation (450) (634) (304) (168) (46) 639
Profit after taxation 3,670 2,880 2,241 607 115 (1,163)
SUMMARY OF CASH FLOWS

Profit(loss) before taxation 4,119 3,514 2,545 775 161 (1,802)
Adjustments for non-cash and other items 2,125 2,391 2,649 2,502 2,721 2,375
Changes in working capital (2,358) (1,721) (5,761) (1,495) (1,448) 1,705
Payments for income tax, interest etc. (1,863) (2,119) (2,918) (1,719) (1,680) (958)
Net cash generated from/(used in) operating activities 2,023 2,065 (3,485) 63 (246) 1,320
Purchase of property, plant and equipment (1,731) (1,878) (387) (334) (281) (1,383)
Purchase of intangible assets - - (0) (42) - 2
Proceeds from disposal of property, plant and equipment 38 126 16 34 17 43
Acquisition of short term investments - - (50) - - -
Proceeds from sale of investments 65 - - - - 16
Long term deposits 23 97) (73) (53) (5) 28
Long term advances (751) (688) - - - -
Net cash used in investing activities (2,356) (2,537) (495) (393) (269) (1,298)
Long term debt obtained 58 2,063 1,850 - - -
Repayment of long term debt (1,854) (2,912) (319) (80) (72) (558)
Net increase/(deacrese) in short term borrowings 313 426 345 (1,355) 640 280
Proceeds from issue of ordinary shares 2,406 - 2,064 1,828 - -
Advances against issue of ordinary shares - 1,575 - - - -
Proceeds from sale and leaseback activities 4 52 100 - - 73
Dividend paid (619) (494) - - - -
Net cash generated from/(used in) financing activitie 308 710 4,041 393 569 (205)
Net increase/(decrease) in cash and cash equivalents (25) 238 62 62 54 (182)
Cash and cash equivalents as at beginning of the year 578 340 278 216 162 344
Cash and cash equivalents as at end of the year 552 578 340 278 216 162
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Analysis of Financial Position
and Performance

EQUITY AND LIABILITIES

Shareholders' Equity

Aggregate equity has more than
tripled over the past 6 years, and
has also registered an increase of
27.6% compared to last year. The
paid-up share capital stands
increased to Rs. 5,426 million as
a result of issue of 120% right
ordinary shares in 2013, 35%
right ordinary shares and 10%
bonus ordinary shares in 2014
and 25% right ordinary shares
during the current year. Capital
Reserves increased by 4,116
million due to premium on issue
of right ordinary shares in 2013,
2014 and 2016. Accumulated
profits, at the close of 2016, stood
at Rs. 11,134 million due to mile
stone achievements in business
volumes and cost economies.

Non-current Liabilities

Total non-current liabilities
comprising of long term debt,

deferred taxation and deferred
income increased by Rs. 371
million during the past six years
mainly due to origination of
taxable temporary differences
arising from investments in plant
and machinery.

Long term debt obtained mainly
for Balancing, Modernization and
Replacement and restructuring of
short term liabilities is almost at
the same level as six years ago,
however, total long term debt
decreased by Rs. 1,523 million
from last year due to timely
repayments made during the
year.

Current Liabilities

Current liabilities of the Company,
over the last six years, have
decreased by Rs. 1,784 million to
Rs. 7.845 million at the close of
2016 in spite of tremendous
volume increase, primarily on
account of equity injection

\7
A

through issue of right shares and
restructuring of short term debt
into long term debt.

ASSETS

Non-current Assets

Non-current assets of the
Company including property,
plant and equipment, intangible
assets, long term investments
and other long term assets have
increased by Rs. 3,605 million
over the last 6 years. Property
plant and equipment has
increased by Rs. 2,353 million
due to procurement of plant and
machinery, and other fixed assets
in addition to construction of
office buildings.

Long term deposits depicted a
steady growth over the past 6
years due to growth in business
activity. During the last two years,
PEL extended interest advances
to dealers for renovation of
showrooms amounting to Rs.



1,549 million. Long term
investments and intangible assets
have increased by Rs. 22 million
and Rs. 9 million respectively due
to changes in fair value of and
procurement of ERP software.

Current Assets

Current assets include
inventories, trade debts short
term advances, deposits,
prepayments and other
receivables, short term
investments, current tax assets
and cash and bank balances.
With an aggregate balance of Rs.
22,259 million at the close of
2015, the current assets recorded
an increase of Rs. 12,928 million
since 2011 mainly on account of
increase in stock in trade and
trade debts due to increase in
business volume in past 6 years.

PROFIT AND LOSS

Revenue and Cost of sales

Sales revenue registered a
growth of 149% over the last 6
years, on account of higher
increase in business volume and
selling prices. Cost of sales
increase by 80% since 2011. The
lower rate of increase in cost of
sales in comparison with increase
in revenue is attributable to cost
efficiencies, improved
productivity and improved
product design.

Operating costs

Distribution cost has doubled
since 2011 in line with increase in
revenue over the last 6 years.
Administrative and general
expenses have increased Rs. 201
million since 2011, however,
these expenses have dropped
from 5% of sales revenue in 2011
10 2.5% in 2016 due to cost
efficiencies.

CASH FLOWS

Cash and cash equivalents at the
close of 2016 were recorded at
Rs. 552 million in comparison
with Rs. 162 million at close of
2011, with an increase of 241%

over the last six years. Net cash
generated from operating
activities during the last six years
amounts to Rs. 1,740 million.
Inflows in the form of
subscriptions to ordinary shares
since 2011 amount to Rs. 7,873
million. An aggregate of Rs. 5,993
million was invested in property,
plant and equipment during the
last six years. Rs. 1,113 million
was paid in the form of cash
dividend during the last six years.
Net repayments of debt finances
amounted to Rs. 946 million. A
total of Rs. 11,257 million was
paid on account of interest/mark-
up on borrowings and income
taxes.

RATIO ANALYSIS

Profitability Ratios

Significant increase in turnover
coupled with manufacturing cost
efficiencies resulted in an
increase in gross profit margins
for 2016, which has more than
triple during the last six years.
Due to economies in operating
and financial costs net profit
margin for the year has been
reported at 13.68% as compared
to 11.46% for 2015 and negative
margin of 10.26% six years ago.
Consequently, returns on equity
and capital employed have also
increased to 14.39% and 10.54%
respectively in comparison with
negative returns six years ago.
Consistent profitability growth
resulting in highest ever
performance since 2011.

Operating performance / liquidity

Current ratio for 2016 is right on
track 2.84 times against 2.52
times of the year 2015 and 0.97
times of year 2011. Cash to
current liabilities and cash flows
from operations to sales have
shown a significant growth from
0.02 times to 0.07 times during
the past 6 years.

Activity / Turnover ratios
Inventories, Receivable and
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Creditors turnover days are down
to 138 days,86 days and 15 days
from 176 days, 100 days and 46
days respectively in year 2011
improving the Company’s
operating cycle by 20 days since
2011. Total asset turnover ratio
recorded at 0.67 times in year
2016 against 0.48 times for the
year 2011.

Investment / Market ratios

As a result of increase in profits,
the Company's earnings per
share was recorded at Rs. 7.51
per share as against Rs. 6.61 for
2015 and loss per share of Rs.
10.09 for 2011. Price to earnings
ratio improved by 0.71 times and
9.84 times as compared to 2015
and 2011 respectively as the
market price of Company's share
rose to Rs. 71.28 at the close of
2016 as compared to Rs. 62.54
and Rs. 3.49 at the close of 2015
and 2011 respectively.

Capital Structure Ratios

Financial leverage ratio of 0.55
times for 2016 shows
improvement in comparison to
0.94 times and 3.30 times for year
2015 and 2011 respectively. Debt
to equity ratio improved to 20:80
at the close of 2016 as compered
to 43:57 for 2011. Company's
interest cover ratio is 5.16 times
in comparison with negative 0.30
times in 2011 as a result of lower
finance cost to profitability ratio.
The Company’s weighted
average cost of debt has also
reduced to 9.13% at the close of
2016 from 10.98% for 2011.
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Horizontal and Vertical Analysis

HORIZONTAL ANALYSIS - BALANCE SHEET

2016 2015 2014 2013 2012 2011
vs 2015 2015 vs 2014 vs 2013 2013 vs 2012 2012 vs 2011 2011 vs 2010

%age Rs.in M %age %age Rs.inM %age Rs.inM %age Rs.inM %age

EQUITY AND LIABILITIES

SHARE CAPITAL AND RESERVES

Issued, subscribed and paid-up capital 5,426 22.46 4,431 - 4,431 41.54 3,131 87.66 1,668 - 1,668 -
Capital reserve 4,280 230.79 1,294 - 1,294 144.24 530 22275 164 - 164 -
Accumulated profit 11,134 41.09 7,891 48.85 5,302 83.76 2,885 38.98 2,076 17.24 1,771 (35.22)
TOTAL EQUITY 20,840 13,616 - 11,026 6,545 3,908 3,603

ADVANCES AGAINST ISSUE OF ORDINARY SHARES = (100.00) 1,575 - - - - - - - - -

SURPLUS ON REVALUATION OF PROPERTY,
PLANT AND EQUIPMENT 4,671 (2.78) 4,804 5.16 4,568 (0.95) 4,612 19.07 3,874 (2.23) 3,962 (4.82)

LIABILITIES

NON-CURRENT LIABILITIES

Redeemable capital 3,152 (18.76), 3,879 (19.63) 4,826 95.86 2,464 - 2,464 - - -
Long term finances 1,406 (35.69) 2,187 (10.49) 2,443 (24.45) 3,233 352 3,123 (31.34) 4,549 (8.18)
Liabilities against assets subject to finance lease 46 (24.39). 61 (17.89) 75 143.49 31 (8.55) 34 53.63 22 47.81
Deferred taxation 2,326 2.84 2,262 (5.53) 2,394 (1.34) 2,427 2574 1,930 (2.19), 1,973 (28.28)
Deferred income 41 (5.00) 43 (5.00) 45 (5.00) 48 (5.00) 50 (10.76) 56 (25.18)
6,971 (17.33) 8,432 (13.82) 9,783 19.27 8,203 7.91 7,601 15.17 6,600 (15.33)

CURRENT LIABILITIES

Trade and other payables 915 12.26 815 (7.52) 881 (6.79) 946 (44.12) 1,692 13.95 1,485 (0.77)
Accrued interest/mark-up 159 (38.90); 261 (47.87) 501 (65.59) 1,455 16.78 1,246 51.18 824 116.70
Short term borrowings 4,982 6.70 4,669 10.08 4,243 (14.45) 4,960 (27.22) 6,815 10.37 6,175 4.75
Current portion of non-current liabilities 1,788 (9.52) 1,977 29.77 1,523 260.92 422 434.56 79 (93.10) 1,145 (7.25)

7,845 1.59 7,722 8.02 7,148 (8.15) 7,782 (20.84) 9,832 211 9,629 6.91
TOTAL LIABILITIES 14,816 (8.28) 16,154 (4.60) 16,932 5.92 15,985 (8.31) 17,433 7.42 16,229 (3.41)
TOTAL EQUITY AND LIABILITIES 40,327 11.56 36,149 11.14 32,527 19.84 27,143 7.65 25,215 5.97 23,794 (6.80)
ASSETS

NON-CURRENT ASSETS

Property, plant and equipment 16,442 6.01 15,510 7.21 14,467 (2.37) 14,818 7.29 13,811 (1.97)| 14,089 4.87
Intangible assets 324 (4.33) 338 (1.65) 344 (1.42) 349 12.22 311 (1.24) 315 (31.21)
Long term investments 26 195.77 9 (86.06) 64 670.22 8 (18.80) 10 132.55 4 (67.33)
Long term deposits 266 (8.09) 290 50.30 193 61.11 120 81.61 66 20.61 55 (27.65)
Long term advances 1,009 76.37 572 - - - - - - - - -
18,068 8.07 16,719 10.96 15,068 (1.49) 15,295 7.72 14,198 (1.83) 14,463 3.45
CURRENT ASSETS
Stores, spares and loose tools 813 246 793 71.68 462 61.72 286 125.39 127 15.71 110 1.09
Stock in trade 7,846 26.91 6,182 (2.14) 6,317 62.66 3,883 248 3,790 (10.77) 4,247 (24.86)
Trade debts 8,433 9.52 7,700 8.09 7,124 30.08 5,476 (2.96) 5,643 54.37 3,656 (5.11)
Due against construction work in progress 1,128 10.19 1,024 1.87 1,005 138.68 421 98.18 212 (15.34) 251 16.32
Short term advances 955 4.49 914 10.15 830 28.01 648 44.76 448 (3.89)] 466 (13.26)
Short term deposits and prepayments 1,259 (5.44) 1,331 56.03 853 88.32 453 55.80 291 27.79 228 (7.97)
Other receivables 480 23.10 390 107.81 188 642.34 25 28.62 20 14.04 17 (92.00)
Short term investments 23 (72.98). 86 296.02 22 (5.22) 23 95.36 12 55.69 7 (72.06)
Advance income tax 770 77.87 433 35.66 319 (9.91) 354 37.19 258 37.70 187 (46.36)
Cash and bank balances 552 (4.41) 578 69.86 340 22.42 278 28.41 216 33.66 162 (52.91)
22,259 14.56 19,431 11.29 17,459 47.36 11,848 7.55 11,016 18.07 9,331 (19.21)
TOTAL ASSETS 40,327 11.56 36,149 11.14 32,527 19.84 27,143 7.65 25,215 5.97 23,794 (6.80)

BALANCE SHEET ANALYSIS (ASSETS)

2016

2015

2014

2013

2012

2011
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H Non-current assets M Current assets
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VERTICAL ANALYSIS - BALANCE SHEET

2012

%age %age %age %age Rs.inM %age %age

EQUITY AND LIABILITIES

SHARE CAPITAL AND RESERVES

Issued, subscribed and paid-up capital 5,426 13.46 4,431 12.26 4,431 13.62 3,131 11.53 1,668 6.62 1,668 7.01
Capital reserve 4,280 10.61 1,294 3.58 1,294 3.98 530 1.95 164 0.65 164 0.69
Accumulated profit 11,134 27.61 7,891 21.83 5,302 16.30 2,885 10.63 2,076 8.23 1,771 7.44
TOTAL EQUITY 20,840 51.68 13,616 37.67 11,026 33.90 6,545 24.12 3,908 15.50 3,603 15.14
ADVANCES AGAINST ISSUE OF ORDINARY SHARES - - 1,575 4.36 - - - - - - - -

SURPLUS ON REVALUATION OF PROPERTY,
PLANT AND EQUIPMENT 4,671 11.58 4,804 13.29 4,568 14.04 4,612 16.99 3,874 15.36 3,962 16.65

LIABILITIES

NON-CURRENT LIABILITIES

Redeemable capital 3,152 7.82 3,879 10.73 4,826 14.84 2,464 9.08 2,464 9.77 - -
Long term finances 1,406 3.49 2,187 6.05 2,443 7.51 3,233 11.91 3,123 12.39 4,549 19.12
Liabilities against assets subject to finance lease 46 0.12 61 0.17 75 0.23 31 0.11 34 0.13 22 0.09
Deferred taxation 2,326 577 2,262 6.26 2,394 7.36 2,427 8.94 1,930 7.65 1,973 8.29
Deferred income 41 0.10 43 0.12 45 0.14 48 0.18 50 0.20 56 0.24
6,971 17.29 8,432 23.33 9,783 30.08 8,203 30.22 7,601 30.15 6,600 27.74

CURRENT LIABILITIES

Trade and other payables 915 227 815 2.26 881 27 946 3.48 1,692 6.71 1,485 6.24
Accrued interest/mark-up 159 0.40 261 0.72 501 1.54 1,455 5.36 1,246 4.94 824 3.46
Short term borrowings 4,982 12.35 4,669 12.92 4,243 13.05 4,960 18.27 6,815 27.03 6,175 25.95
Current portion of non-current liabilities 1,788 4.43 1,977 5.47 1,523 4.68 422 1.55 79 0.31 1,145 4.81
7,845 19.45 7,722 21.36 7,148 21.98 7,782 28.67 9,832 38.99 9,629 40.47
TOTAL LIABILITIES 14,816 36.74 16,154 44.69 16,932 52.06 15,985 58.89 17,433 69.14 16,229 68.21
TOTAL EQUITY AND LIABILITIES 40,327 100.00 36,149 100.00 32,527 100.00 27,143 100.00 25,215 100.00 23,794 100.00
ASSETS
NON-CURRENT ASSETS
Property, plant and equipment 16,442 40.77 15,510 42.90 14,467 44.48 14,818 54.59 13,811 54.77 14,089 59.21
Intangible assets 324 0.80 338 0.94 344 1.06 349 1.29 311 1.23 315 1.32
Long term investments 26 0.07 9 0.02 64 0.20 8 0.03 10 0.04 4 0.02
Long term deposits 266 0.66 290 0.80 193 0.59 120 0.44 66 0.26 55 0.23
Long term advances 1,009 2.50 572 1.58 - - - - - - - -
18,068 44.80 16,719 46.25 15,068 46.32 15,295 56.35 14,198 56.31 14,463 60.79
CURRENT ASSETS
Stores, spares and loose tools 813 2.02 793 219 462 1.42 286 1.05 127 0.50 110 0.46
Stock in trade 7,846 19.46 6,182 17.10 6,317 19.42 3,883 14.31 3,790 15.08 4,247 17.85
Trade debts 8,433 20.91 7,700 21.30 7,124 21.90 5,476 20.18 5,643 22.38 3,656 15.36
Due against construction work in progress 1,128 2.80 1,024 2.83 1,005 3.09 421 1.55 212 0.84 251 1.05
Short term advances 955 237 914 2.53 830 2.55 648 2.39 448 1.78 466 1.96
Short term deposits and prepayments 1,259 3.12 1,331 3.68 853 2.62 453 1.67 291 1.15 228 0.96
Other receivables 480 1.19 390 1.08 188 0.58 25 0.09 20 0.08 17 0.07
Short term investments 23 0.06 86 0.24 22 0.07 23 0.08 12 0.05 7 0.03
Advance income tax 770 1.91 433 1.20 319 0.98 354 1.30 258 1.02 187 0.79
Cash and bank balances 552 1.37 578 1.60 340 1.05 278 1.02 216 0.86 162 0.68
22,259 55.20 19,431 53.75 17,459 53.68 11,848 43.65 11,016 43.69 9,331 39.21
TOTAL ASSETS 40,327 100.00 36,149 100.00 32,527 100.00 27,143 100.00 25,215 100.00 23,794 100.00

BALANCE SHEET ANALYSIS (EQUITY AND LIABILITIES)

2016

2015

2014

2013

2012

2011
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Horizontal and Vertical Analysis

HORIZONTAL ANALYSIS - PROFIT AND LOSS

2016 2015 2014 2013 2012 2011

vs 2015 2015 vs 2014 vs 2013 vs 2012 vs 2011 2011 vs 2010
%age Rs.inM %age %age %age %age Rs.inM %age
Revenue 34,124 16.37 29,323 21.54 24,126 27.94 18,856 (7.08) 20,294 47.88 13,723 (31.02)
Sales tax and discount (7,290) 73.52 (4,201) 16.45 (3,608) 51.12 (2,387) (5.42) (2,524) 6.04 (2,380) 0.32
Revenue net 26,834 6.81 25,122 22.44 20,518 24.58 16,469 (7.32) 17,770 56.66 11,343 (35.27)
Cost of sales (18,550) 488  (17,688) 2449  (14,209) 14.46 (12,414) (12.12)  (14,126) 37.44  (10,278) (25.60)
Gross profit 8,284 11.43 7,434 17.83 6,309 55.59 4,055 11.29 3,644 24216 1,065 (71.28)
Other income 37 4.02 36 10.42 32 (29.72) 46 27.43 36 (2.35) 37 (27.08)
Distribution cost (1,628) 22.29 (1,331) 2217 (1,090) 34.63 (809) (2.17) (827) 4.34 (793) (25.00)
Administrative and general expenses (884) 16.56 (758) 9.99 (690) 7.30 (643) 2.94 (624) (8.60) (683) (9.05)
Other expenses (194) 3.27 (188) 65.12 (114) 233.61 (34)| | 632.64 (5) (3.93) (5) (93.21)
(2,706) 18.82 (2,277) 20.31 (1,893) 27.37 (1,486) 2.05 (1,456) (1.66)  (1,481) (21.21)
Operating profit 5,616 8.14 5,193 16.72 4,449 70.11 2,615 17.61 2,224 (687.14) (379)  (120.15)
Finance cost (1,497) (10.14) (1,665) (12.02) (1,893) 4.03 (1,819) (11.25) (2,050) 45.06 (1,413) (12.96)
4,119 16.77 3,528 38.00 2,556 221.18 796 358.32 174 (109.69) (1,792) (800.22)
Share of loss of associate 0 (102.29) (13) 23.44 (11) (47.90) (21) 64.73 (13) 25.26 (10) (292.13)
Profit before taxation 4,119 17.22 3,514 38.07 2,545 228.46 775 381.55 161 (108.93) (1,802) (789.93)
Taxation (450) (29.12) (634) 108.72 (304) 81.30 (168)  262.29 (46) (107.24) 639 (984.82)
Profit after taxation 3,670 27.43 2,880 28.49 2,241 269.07 607 429.65 115 (109.86) (1,163) (715.51)

Other comprehensive income - - - - - - - - - - -

Total comprehensive income 3,670 27.43 2,880 28.49 2,241 269.07 607 429.65 115 (109.86) (1,163) (715.51)
REVENUE GROSS PROFIT
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VERTICAL ANALYSIS - PROFIT AND LOSS

2016

Rs.in M

%age

2015

Rs.in M

%age

2014

Rs.in M

%age

2013

Rs.in M

%age
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2012

Rs.in M

%age

2011

Rs.in M
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%age

Revenue 34,124  100.00 29,323 100.00 24,126  100.00 18,856  100.00 20,294  100.00 13,723 100.00
Sales tax and discount (7,290) (21.36) (4,201) (14.33) (3,608)  (14.95) (2,387)  (12.66) (2,524) (12.44) (2,380) (17.35)
Revenue net 26,834 78.64 25,122 85.67 20,518 85.05 16,469 87.34 17,770 87.56 11,343 82.65
Cost of sales (18,550) (54.36) (17,688) (60.32) (14,209)  (58.89)  (12,414) (65.83) (14,126) (69.61)  (10,278) (74.89)
Gross profit 8,284 24.28 7,434 25.35 6,309 26.15 4,055 21.51 3,644 17.95 1,065 7.76
Other income 37 0.11 36 0.12 32 0.13 46 0.25 36 0.18 37 0.27
Distribution cost (1,628) (4.77) (1,331) (4.54) (1,090) (4.52) (809) (4.29) (827) (4.08) (793) (5.78)
Administrative and general expenses (884) (2.59) (758) (2.59) (690) (2.86) (643) (3.41) (624) (3.08) (683) (4.98)
Other expenses (194) (0.57) (188) (0.64) (114) (0.47) (34) (0.18) (5) (0.02) (5) (0.04)
(2,706) (7.93) (2,277) (7.77) (1,893) (7.85) (1,486) (7.88) (1,456) (7.18) (1,481) (10.79)
Operating profit 5,616 16.46 5,193 17.71 4,449 18.44 2,615 13.87 2,224 10.96 (379) (2.76)
Finance cost (1,497) (4.39) (1,665) (5.68) (1,893) (7.85) (1,819) (9.65) (2,050) (10.10) (1,413) (10.30)
4,119 12.07 3,528 12.03 2,556 10.60 796 4.22 174 0.86 (1,792) (13.06)
Share of loss of associate 0 0.00 (13) (0.05) (11) (0.05) (21) 0.11) (13) (0.06) (10) (0.07)
Profit before taxation 4,119 12.07 3,514 11.98 2,545 10.55 775 411 161 0.79 (1,802) (13.13)
Taxation (450) (1.32) (634) (2.16) (304) (1.26) (168) (0.89) (46) (0.23) 639 4.65
Profit after taxation 3,670 10.75 2,880 9.82 2,241 9.29 607 3.22 115 0.57 (1,163) (8.48)
Other comprehensive income - - - - - - - - - - - -
Total comprehensive income 3,670 10.75 2,880 9.82 2,241 9.29 607 3.22 115 0.57 (1,163) (8.48)
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Quarterly Analysis

4th
Quarter

2nd
Quarter

3rd
Quarter

Rupees in millions

Revenue 7,750 12,260 7,110 7,004
Sales tax and discount (1,251) (1,973) (1,456) (2,610)
Revenue - net 6,499 10,287 5,654 4,394
Cost of sales (4,746) (6,987) (3,916) (2,901) 100%
Gross profit 1,753 3,300 1,738 1,493 90% 1
Other income 12 10 4 11 80% -
Distribution cost (354) (599) (356) (319)
Administrative and general expenses | (238) (235) (175) (236) 0% 1
Other expenses (38) (87) (32) 37) 60% -
(630) (921) (563) (592) 50%
Operating profit 1,135 2,389 1,179 913 40% -
Finance cost (394) (427) (376) (300)
30%
741 1,962 803 613
Share of loss of associate 1) (1) 5 (3) 20% 1
Profit before taxation 740 1,961 808 610 10%
Taxation (208) (228) (67) 53 0% -
R Costof  Operating Fi
Profit after taxation 532 1,733 741 664 evense sﬁeé’ ex”,fe'is'ii '222? ¢
Other comprehensive income - - - - B 1stQuarter M 2nd Quarter
Total comprehensive income 532 1,733 741 664 ¥ 3rd Quarter M 4th Quarter

1st Quarter

1
©
=
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Sales revenue during the first quarter
was Rs. 7,750 million showing increase
by 32% as compared to the
corresponding quarter of the previous
year . In this quarter, both of the
divisions of PEL showed reasonable
growth in term of volume and profits
contributed by WAPDA/Discos’ orders
of Transformer and Switchgear in
Power Division and a consistent
growth in Refrigerator and Deep
Freezer followed by a multiple growth
in Air Conditioner and Microwave
Oven in appliances division.

Sales revenue during the second
quarter was Rs. 12,260 million showing
increase by 20 % as compared to the
correspondence quarter of the
previous year. Mainly Appliances
Division performed very well and
broke several previous records
especially in Refrigerator, Air
Conditioner and Deep Freezers. This
also happened due to success of new
models. Distribution transformers also
gained a handsome momentum.

layenp pug

In the third quarter, sales revenue
showed 22% growth with sale of Rs.
7,110 million as compared to the
corresponding quarter of the previous
year. Again, the demand of Home
Appliances remained very good and
were the major contributor towards
growth. The sale of Energy Meters and
Power Transformers also picked up in
this quarter.

The sales revenue during this quarter
was 5% lower than the
correspondence quarter of the
previous year. The total revenue was
Rs. 7,004 million. This quarter was a
lean season for appliances division but
in power division several EPC projects
could not be executed timely due to
delay from customers’ side.

Jopend yiy
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Direct Method Cash Flow Statement

Rupees in millions

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from customers net
Payments to suppliers/service providers/employees etaiet

2016 2015 2014

33,322 28,670 21,864
(29,255)  (24,369) (22,394

2013 2012 2011

18,414 18,627 13,931
(16,610)  (17,194)  (11,648)

)
Payment to Workers' Profit Participation Fund (107) (70) (27) (4) - (16)
Payment to Workers' Welfare Fund (72) (47) 9) (18) - -
Interest/mark-up on borrowings paid (1,203) (1,683) (2,748) (1,506) (1,520) (970)
Income taxes (paid)/refund (661) (437) (170) (214) (160) 23
Net cash generated from/(used in) operating activties 2,023 2,065 (3,485) 63 (246) 1,320
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment (1,731) (1,878) (387) (334) (281) (1,383)
Purchase of intangible assets - - 0) (42) - (2
Proceeds from disposal of property, plant and equipment 38 126 16 34 17 43
Acquisition of short term investments - - (50) - -
Proceeds from sale of investments 65 - - 0 - 16
Long term deposits 23 97) (73) (53) (5) 28
Long term advances (751) (688) - - - -
Net cash generated used in investing activties (2,356) (2,537) (495) (393) (269) (1,298)
CASH FLOWS FROM FINANCING ACTIVITIES
Long term debt obtained 58 2,063 1,850 - - -
Repayment of long term debt (1,854) (2,912) (319) (80) (72) (558)
Net increase/(deacrese) in short term borrowings 313 426 345 (1,355) 640 280
Proceeds from issue of ordinary shares 2,406 - 2,064 1,828 - -
Advances against issue of ordinary shares - 1,575 - - - -
Proceeds from sale and leaseback activities 4 52 100 - - 73
Dividend paid (619) (494) - - - -
Net cash generated used in investing activties 308 710 4,041 393 569 (205)
Net increase/(decrease) in cash and cash equivalents (25) 238 62 62 54 (182)
Cash and cash equivalents at the end of the year 578 340 278 216 162 344
Cash and cash equivalents at the end of the year 552 578 340 278 216 162
CASH FLOW ANALYSIS
5,000
4,000
3,000
— 2,000
2
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Dupont Analysis

Unit 2016 2015
Tax burden % 89.09 81.95
Interest burden % 72.38 66.36
EBIT margin % 21.21 21.08
Asset turnover Times 0.67 0.69
Leverage % 158.08 180.78
Return on Equity % 14.39 14.40

Net profit .
Rs. 3,670 M 0

Sales revenue
Rs. 34,124 M

Total assets
Rs. 40,327 M

Total liabilities
Rs. 14,816 M

Total equity
Rs. 25,511 M

10.75 %

Net profit margin

Assets turnover
0.85 times

Plant Capacity and Production

Return on assets

9.10 %

Total equity

Rs. 25,511 M

Total assets
Rs. 40,327 M

Ownership Ratio
63.26 %

RETURN ON EQUITY
14.39 %

Unit 2016 2015 2014 2013 2012 2011
Annual Production Capacity
Transformers MVA 7,000 6,500 5,000 5,000 5,000 5,000
Switchgears No.s 12,000 12,000 9,000 9,000 9,000 4,500
Energy Meters No.s 1,700,000 1,700,000 1,700,000 1,700,000 1,700,000 1,700,000
Air conditioners Tonnes 179,950 90,000 90,000 90,000 90,000 90,000
Refrigerators/Deep Freezers Cfts 6,950,000 5,500,000 5,000,000 5,000,000 5,000,000 5,000,000
Microwave Ovens Litres 850,000 700,000 700,000 - - -
Actual Production
Transformers MVA 4,966 4171 3,097 2,537 3,967 2,029
Switchgears No.s 8,378 8,311 6,258 8,021 1,780 1,490
Energy Meters No.s 624,414 320,875 579,237 277,732 264,148 349,611
Air conditioners Tonnes 44,949 40,953 9,712 1,720 919 39,565
Refrigerators/Deep Freezers Cfts 5,153,397 4,520,052 4,152,270 3,306,428 3,042,064 2,660,387
Microwave Ovens Litres 394,220 389,809 236,391 - - -
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Chairman’s

Pak Elektron Limited

It's been pleasure to inform that
PEL has surpassed its targets of
2016 in terms of revenue,
profitability and good
governance, besides maintaining
stakeholders' trust in quality of
our products and business
practices.

At the close of 2016, PEL boasts
of achieving highest ever turnover
of Rs. 34 Billion. The Appliances
Division has witnessed a
significant growth of 29% during
the year as compared to previous
year. This is all due to our strong
customer focus, hard work of our
human resource and
performance of PEL's brand
image in the industry.

During the year sales revenue of ~
Power Division has increased by
3% as compared to the previous
year. The slow growth in increase
is due to difference in the order
intake especially in EPC ordering
from WAPDA and DISCOs.
Company Order Book is healthy
for the year 2017 due to
economic revival of the industry
and energy sectors, housing
development and real estate

projects. As the CPEC Projects of {"

around 13,000 MW projects are in
pipeline and privatization of moE
DISCOs is underway, the
Company foresee a promising
future for this segment. Our focus:
will remain on continuous
research and development whlch
will enable us to not only cater for
the local demands but also
explore new markets outside
Pakistan.

The Company under the young
and energetic leadership has
once again, emerged as a
technology and innovation leader
in both the Power and Domestic
Appliances industries.

In view of commendable
performance and with a view to
provide a steady stream of
income for the shareholders, the

w@a %

Review

Board is pleased to propose a
final dividend of Rs 1.75 per
share, aggregating to an annual T
payout of 30% including interim
distributions of Rs 1.25 per share. 4

PEL will continue its journey on H
the track of development and |
progress. With the best state-of *
the - art manufacturing set up in
the region, the highest quality
human resource and design
infrastructure, your Company is A
committed to not only to A
maintain, but enhance its brand . |
image in local as well as global '
markets. We are confident that
the progressive approach of
management team of PEL will
take the Company to record
breaking heights of success and

———— e A= e m v =

prosperity. \ 1
1 :
M. Naseem Saigol / i \
Chairman ; \ I".,
Lahore ,’F : I!i ﬁ
March 15, 2017 // 4 LA
-

/ o
—_—

We again revamp our -+

_”_f Z  commitment to optimize share |
C"j ===, holders return in terms of &
2L 1w  profitability and sustainability. |

-~ ——== We promise safe journey in a T

stormy waves of challenges with
our continuance pursuance to
resilient productivity initiatives,
improved brand portfolio and
dedication.
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CEQO’s Remarks

In the year 2016, your Company
continued to maintain growth
momentum in revenues and
profitability. Strong operational
and financial performance is
followed by enhanced production
capacity, modernized technology
footprint, increased sales,
reduced cost base and more
flexible distribution network.

Improved law and order situation,
lower inflation and interest rates,
a significant improvement in
power supply and strong
economic indicators played
catalyst role in boosting the
economy of the country. We are
quite optimistic that with
improved governance, the
government would gradually
surmount the challenges which—
have been hampering the
economic growth of the country
in the past decade.

Your Company has achieved an
impressive growth of revenue and
profits in 2016. Revenue achieved
is Rs. 34,123 million which is
higher by 16.3% as compared to
the corresponding period (2015:
Rs. 29,323 million). Increase in
sales revenue is largely due to
well-built growth of all product
base fueled by enhanced and

improved product portfolio, brand: at Rs..3,670 milli

expansion and reasonable order |!! 'tQ;%SIth‘g& ( ﬁs{prewo"
res

uplift of power division products
by WAPDA and Private sectors.

Appliance division witnessed a
tremendous revenue growth of
28% during the year due to
considerable market response to
our all products. This‘is mainly
attributable to the increased
market penetration in air
conditioner segment especially
through the high quality “Inverter
series" launched last year with
heat and cool features. The
quality Refrigerators specially
energy efficient “Invert-o-Cool”
series launched mid of Year 2016.
The Company kept on improving
product features, introduce

aesthetics and increase product
range that led to strengthening of
respective.

Power division experienced a
revenue growth of 3.4%
particularly due to Low
Performance of EPC Business
attributable to timings of orders
and their execution. The order
book of EPC at the beginning of
the year stands at over Rs 5
billion. Beside this the 34.4 %
growth is achieved in Transformer
Business and 53% growth is
achieved in Energy Meter
Business attributable to the
improved orders from DISCOs
and healthy activity within private
sector including housing sector
_ electrification. We foresee
continuity and surge in demand
for power division products due
to continued focus of the
government on improvement of

“and strong competition continue

which will not only increase the
production capacities, but will
.|also improve efficiencies. This will ...
support us to meet the
production requirements during |
peak seasons and in timely H
deliveries against future high '
order intakes.

Looking ahead, high inventory
rlevels, persistent pricing pressure

to pose challenges for Company
profitability and performance.
However, we remain committed
to drive the business forward and |
explore the new avenues despite |
these numerous challenges. |
|
|

Resilient Company performance
during 2016, besides our planned
diversification & Productivity
initiatives, improved brand 14
portfolio and dedication provide
iconfidence of sustained
fprofitability for the shareholders

power generation & distribution, /.{of the Company. 4

supply infrastructure and better / i

margins across all our product
lines.

Gross profit achieved m’rf 2016
amounts to Rs,8;2 .
compared te'Rs. 7,434 million for
_the*ZOT‘S* resulting inan increase

of 11 % as cg?n*pared to-pie_ygjs
“year. Profit after‘ ax was recorded

kable increase
ot %éﬁ educed en
iciencies, imp
productMty, improye
design- anctTax EﬁlClehcy has

cohtr,lbuted in-profit.growth and
increase in profits: -

Earnings per share improved to
Rs. 7.51 as compared to that of
Rs. 6.61/0f previous year. During
the year, the Company also
distributed cash dividend at Rs. 3
Per share to the shareholders.

To support the future growth in
revenue, production and profits,
Company has invested Rs. 1,816
million in plant and machinery,

M. Murad Saigol 0
hief Executive Officer b

Marc(\, 15 2017
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Financial and Operational Review

MACRO - ECONOMIC
OVERVIEW

Global Economic Overview

Global Economy remained
depressed during the period
under review especially the
advanced economies due to
certain events like Brexit and
weaker than the expected
growth in the United States and
declining growth rate in China .
These developments have put
further downward pressure on
global interest rates, as monetary
policy is now expected to remain
accommodative for longer.
Although the market reaction to
the Brexit shock was reassuringly
orderly, the ultimate impact
remains very unclear, as the fate
of institutional and trade
arrangements between the
United Kingdom and the
European Union is uncertain.
Financial market sentiment
toward emerging market
economies has improved with
expectations of lower interest
rates in advanced economies,
reduced concern about China's
near-term prospects following
policy support to growth, and
some firming of commodity
prices. But prospects differ
sharply across countries and
regions, with emerging Asia in
general and India in particular
showing robust growth.

In advanced economies, a
subdued outlook subject to
sizable uncertainty and downside
risks may fuel further political
discontent, with anti integration
policy platforms gaining more
traction. Several emerging market
and developing economies still
face daunting policy challenges
in adjusting to weaker commodity
prices. These worrisome
prospects make the need for a
broad-based policy response to
raise growth and manage
vulnerabilities more urgent than
ever.

The low oil price environment
since mid-2015 compelled the
GCC countries to resort to
stringent austerity measures.
Lower subsidies, sizeable
reduction in government
spending and rising external
financing was seen across the
gulf countries. As a result, IMF
projected the region's GDP to
grow by 1.7% in 2016 as against
4% growth posted last year. UAE,
and to a certain extent Qatar, are
being supported by relatively
diversified economies with
continued investment in
infrastructure projects cushioning
the fall in oil prices. Going
forward, subdued government
spending will continue to
constrain GCC economies,
although to a lesser degree as oll
prices may pick up in light of
OPEC's recent decision to curtail
production.

Domestic Economic Overview

On the external front, Pakistan
has build up strong FX reserves
which have surpassed a record
level of USD 23 billion from as
low as USD 8 billion in January
2014 and has also achieved a
growth of 11.3% over the level of
USD 20.8 billion a year ago. This
has also led to a very strong to
stable exchange rate regime
during the past two years whilst
improving overall import
coverage. In view of the improved
economic outlook, Pakistan has
issued various global bonds,
including Eurobonds and
Sukuks, all met by strong interest
from international capital
markets. Due to a relatively stable
balance of payments position
during the year, PKR-USD
exchange rate remained largely
stable and closed 2016 at PKR
104.60, with marginal
appreciation over PKR 104.74 at
Dec'15.

For the fifth year in a row, the
average CPI inflation remained in

single digits at a lower level of
3.8% during 2016 due to the
significantly lower commodity
prices including Oil. Although the
inflation level remains
comfortable, the gradual rise in
the CPI reading has brought the
cautious view back on interest
rates. Hence SBP decided to
keep its policy rate largely
unchanged during the year with
the last change being a marginal
rate cut of 25bps in May 2016.

The Pakistan Stock Exchange
(PSX) continued its upward
trajectory and has been
approaching record levels of 50k
points. During 2016, the KSE-100
index ended the year at around
48k points, posting a significant
year on year growth of 46%,
making it the best performing
market in Asia during 2016.
Strong performance of Pakistan
equities in 2016 was mainly led
by strong liquidity in the local
system owing to low interest
rates and rising investor
confidence. Economic recovery
has positively affected local
demand for oil stocks while an
improving security situation and
exuberance on Pakistan's
reclassification in MSCI Emerging
Markets Index have also driven
the overall bullish sentiment.

During Year 2016 (2015-16)
Agriculture Sector growth
remained slightly negative i.e.
(0.02%) against 2.5% previous
year growth due to decline in
crops sector of 6.3% off set by
improvement in live Stock and
Fishing etc. Industry Sector
posted a growth @ 6.8 % against
4.8% of preceding year mainly
due to a 5% growth in
manufacturing sector and 12.18%
growth in electricity generation &
distribution sector. Services
sector posted a growth @ 5.7 %
against 4.3% of previous year.
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Industry Overview

The Present Government of Pakistan is continuously focusing on
improvement of power distribution and supply infrastructure to meet
energy crises, due to which the demand for electrical capital goods
continues to grow. Power Generation Units under CPEC
arrangement will add approximately 13,000 MWs of Electricity into
National Grid. Augmentation of Power Transmission & Distribution
—T&D Infrastructure is essential for its ultimate consumption.
Government of Pakistan is spending considerably on Transmission
Lines and Grid Stations and Your Company is receiving its due share
in Grid Stations Installation after wining International and local
Tenders.

The necessity to meet basic storage requirement for the preservation
of edibles in addition to requirements of cold water and ice have
made refrigerators and deep freezers an essential item-for every
household rather than a luxury. Improved power supply, reduced
energy cost and increase in average temperature during summers
over the years has escalated the demand for air conditioners. With
the introduction of improved technology of energy saving products
and improved per capita income, rural areas have also witnessed
upsurge in demand for domestic home appliances. Market Potential
can also be witnessed by the Entry of multinational players in the
competition. A growing demand of Home Appliances is expected to
fill the low penetration Gap.

BUSINESS PERFORMANCE REVIEW

57

Summary of operating results 2016 2015 YOY %

Gross revenue 34,124 29,323 16.37

Gross profit 8,283 7,434 11.42

Operating profit 5,616 5,193 8.15

Finance cost 1,497 1,665 (10.09)

Profit before tax 4,119 3,514 17.22

Profit after tax 3,670 2,880 27.43

Earnings per share - Rupees 7.51 6.61
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Financial and Operational Review

PRODUCT WISE
OPERATING
PERFORMANCE

Refrigerator

Being a flagship product of PEL,
refrigerator contributed 82% of
the appliance division's revenue
and 47% of in total Company's
revenue in the year 2016.
Refrigerator registered a YOY
sales growth of 26% and
emerged as a Strong and leading
Key Player in domestic market.

PEL energy efficient “Invert-o-
Cool” series launched mid of Year
2016, was well received in
Market. The refrigerator is a
masterpiece of ‘Japanese Inverter
Technology” with Electricity
Saving Up to 40% with an
improved aesthetics. “Single
Door” Models, 1100 and 1400,
are also launched during the year
to cater the small size segments
requirements. “Gloss Door Mirror
Series” with door as reflector
mirror introduced last year was
received an over whelming
response lead to Business
volume growth. PEL Glass Door
Series “INTELLO” with Supper
Freezer, Bluetooth Speaker, Door
Alarm and Intelligent Temperature
control system is also launched in
December 2016, is receiving an
excellent response due to its
additional and unique features.
Parallel to Product development
Initiatives, continuous marketing
campaigns and tireless sales
activities lead to Increased
Volumes.

Your Company is well positioned
to take opportunity of growing
Macro Economic Indicators of
country's Economy due to the
Political stability and Improving
Law & Order Situation. Govt.
Efforts to Improve the Electricity
supply will also increase demand
of Refrigerators. Wide Product
penetration gap is yet to be
bridged, especially in rural areas.
In Post Electricity Load Shedding
Scenario, PEL's “Inverter Series
Refrigerators” being “Energy

saver” will have an additional
demand. A number of initiatives
with respect to product
innovation which will be
complemented with appropriate
marketing campaigns are in
pipeline.

Deep Freezer

PEL's innovative product satisfies
not only the personalized
requirements but as well as the
corporate demands and has
gained the popularity in a very
short period of time. It has
contributed to the growth quickly.
Due to durability, quick
turnaround time, customized
product solutions, prompt after
sales service and high quality,
PEL Deep Freezers are preferred
choice of corporate Institutions
like Unilever, Engro Foods, Pepsi
and Pakistan Dairies (Igloo), the
major customers of PEL's deep
freezers at the moment. Your
company is not only maintaining
stronger relations with existing
corporate customers but is also
striving to utilize this competitive
advantage by acquiring other
corporate clients including other
beverage companies. After Sales
Services department being quite
responsive with a Team of highly
skilled professionals, has
maintained high confidence Level
with Corporate Customers. On
capitalizing its Technical
Expertise, After sale service
Department has singed service
agreements with Coca Cola
Beverages Limited, PEPSI
Bottlers, Unilver, Engro Foods,
Igloo (Pakistan Dairies Products
Ltd.) for repair services of Deep
Freezers, Visi Coolers and Chest
Coolers in different parts of
Pakistan. After sale service
department has also signed
service agreements with Zong for
repair services of Air conditioners
installed in their different offices in
Pakistan.

Your Company after continuous
R&D, has improved the quality
and added different variants of its
deep freezers to further capture

retail market in addition to a new
marketing campaign for its deep
freezers with a new slogan, "sub
say thanda", which is becoming

popular in the retail market.

YOY Revenue is increased by 9%.
Keeping in view growing Macro
Economic Company foresees a
multiple growth in both General
Consumer Market and Corporate
Sector. Demand of Deep
Freezers at Commercial and
domestic level is also likely to
grow with expected decrease in
Electricity Tariff and improvement
in energy supply.

Air conditioner (AC)

Company maintained a market
leadership in window type AC for
a long time, which was hit by a
technological shift on split air
conditioners. PEL continued to
focus on product innovation,
channel optimization and
strengthening its product profile,
consequently leading to
launching 2 cutting edge
technology Inverter Air
conditioner series i.e. Invert-o-
Cool & Invert-Eco ( Lambi
Savings Wala AC ). More
Advanced product with the
functionality of “Heat and Cool” is
launched at end of the year which
has not only increased the
profitability but also the consumer
reliability and satisfaction has
strengthened.

YQOY revenue has increased by
92% in year 2016 as compared to
2015. Aggressive Advertisement
Campaign supported by Low
Energy Consuming Quality
Product, followed by efficient
After Sales Services Net Work are
the key dynamics of this achieved
growth. Company Foresee a
multiple growth in AC Business in
following year due to healthy
Macro Economic Indicators and
expected electricity tariff
decrease. Further uninterrupted
electricity supply will lead to
another cost economy due to
“Inverter based Technology”.



Microwave Oven

During the year, Company also
launched several innovative MWO
Series “Desire Series” and
“Glamour Series” to provide
diversified home appliance
solutions for different kinds of
foods and brought in customized
cooking experience. These
includes solo as well as grill
models inspired by users' need
for both the options. The PEL
microwave ovens are equipped
with manual as well digital
interface depending on
customers' needs. Not only were
these well-designed and space-
saving, they also offered
customized cooking experience,
Specially the Glamour Series
which has built in recipes.

The leading position of PEL
microwave ovens series in the
top-end segment was further
strengthened after the launch of
large capacity models in the
second half including 26 Ltrs &
30 Ltrs models. Your Company
believes that continuing
investment in R&D and
production technology upgrade is
the key to keeping our products
competitive.

Water Dispenser & Washing
Machine

Company aims to complete the
home appliances range, to cater
the consistent Market Demand.
Company has set up a Water
Dispenser Assembly Unit in 2016
and has already launched
assembled Units in local market.
Keeping in View the impressive
Market response company
decided to invest in setting up
manufacturing line against which
the Commercial Production has
been started in February 2017 to
save the cost.

Foreseeing the market demand
Company is also considering to
set up a Washing Machine
Manufacturing/Assembly Facility
in the year 2017.

Distribution transformer (DTR)

Distribution Transformer is among
Company's Premier Products.
PEL is engaged in Distribution
Transformer since its inception in
1958. With its excellent
performance history, Company is
ranked number 1 among Local
Market Key Players with a
substantial market share. After
Siemens Quit from Transformer
Business PEL is the most
Prominent Figure in Local Market.
Revenue of this Segment
remained higher by 35% from
previous year due to the smooth
ordering from WAPDA & Discos.
This Timely Performance is
accompanied by State of the Art
Manufacturing and Testing
Facilities and Exceptional Human
Resource Capabilities.

A number of developments took
place during the year that led to
this growth and is expected to
further boost DTR business in the
future:

« Successful Short Circuit
Testing of PEL Green
Transformers (with Bio
Degradable Fluid instead of
conventional Mineral Oil)
1,500 & 630 KVA (11KV) at
KEMA - Netherlands for
Jordan Electric Power
Company - JEPCO Jordan
(First time by a Pakistani
manufacturer in its history).

« Successful Short Circuit
Testing of PEL Green
Transformers (with Bio
Degradable Fluid instead of
conventional Mineral QOil) 250
& 630 KVA (33 KV) at KEMA -
Netherlands for Jordan
Electric Power Company -
JEPCO Jordan (First time by a
Pakistani manufacturer in its
history).

« Technical Documents for
Aluminum Winding Type
Distribution Transformers have
been approved by Saudi
Electric Company — SEC.
Prototypes are under
development process.
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WAPDA and DISCOs remain the
major customers of this segment
along with the private customers.
Your Company relishes significant
competitive advantage of its DTR
over its competitors in the local
market due to development of
new and improved prototypes by
the Engineering Department of
PEL. Your Company is also
gaining ground in the export
market in Middle East, Africa, and
Central Asia, Swaziland with
special focus on Afghanistan.

Privatization of DISCOs is
underway and the Company
believes to gain further business
as a result of structural reforms
that may follow subsequent to
privatization. PEL transformer
manufacturing facility continues
to be the flagship of the Company
by maintaining its image of being
the best state-of the - art
manufacturing set up in the
region. With the highest quality
human resource, manufacturing
and design infrastructure, your
Company is committed to not
only maintain, but enhance its
brand image in local as well as
global markets.

Power transformer (PTR)

Power Transformer is a high value
asset in any electrical network.
PEL is Country's Largest 132 kV
Power Transformer Supplier and
also qualified for 220 KV.

During the Year, Sales Revenue of
Power Transformer dropped by
4% as compared to last year, due
to delayed production
associated with delayed WAPDA
ordering. With Projects under
CPEC of around 13,000 MW in
pipeline and privatization of
DISCOs, the Company foresees a
promising future for this segment.
Our focus will remain on
continuous research and
development which will enable us
to not only cater for the local
demands but also explore new
markets outside Pakistan.
Research in convertor and
rectifier transformers is a
promising new area in power
transformer industry.
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Switch Gears (SG)

PEL is engaged in switchgear
business since its inception in
1958 and is one of the leading
manufacturers of Pakistan. Switch
Gear Business reflected a YOY
revenue growth of 17%.
Company order book remained
healthy due to economic revival
of national industry in textile and
energy sectors, housing
development and industrial estate
projects.

Automatic Powder coating Plant
is now functional after successful
commissioning with low power
consumption, saving in paint cost
and with excellent quality output.
A European make CNC Punching
Machine along with a Press brake
is added into switchgear
Production line to excel product
quality. Switchgear department
has managed a successful
testing of K-Electric 11 KV
substation panel at WAPDA Lab.
This will be a great support to
penetrate into south region.

We have optimistic orders
outlook, aligned the visible signs
of economic stimulation of
national industry in textile and
energy sectors. The overall
private business of housing
schemes and upcoming

projects of industrial estates
seem very promising in 2017. We
are confident to increase our
market share and switchgear
business will even grow further
during the coming months.

Energy Meters

Energy Meter Business reflected
recovery signs; revenues of Rs.
1,089 Million have been secured
registering an increase of 53 %
due to smooth ordering by
WAPDA Distribution companies.
This trend is likely to be
continued in future as well.

AMR / AMI (Advanced Metering
Reading/Infrastructure) Project is
delayed by Government of
Pakistan due to delay in certain
approvals, although Asian

Development Bank has been
Approved a Loan of $ 450 Million.
The investment program aims to
improve the financial viability of
Pakistan's power distribution
sector by reducing power
distribution losses and power
outages, improve revenue
collection, provide automated
power consumption data,
modernize electricity metering
and billing system and improve
customer services by installation
of customer information system.

Your Company is well positioned
to take its due market share, as
has already developed Single
Phase, Three Phase GSM Energy
Meters and DLMS Compliant
Single Phase Energy Meter and
got it approved from NTDC.

Development of Three Phase
GSM / GPRS based on MPECO
Specification Customized Meter
and development of Firmware,
Programming and Calibration
Software for smooth Production
flow were among the other
achievements during the Period.

The Company is also exploring
export markets for these products
and has received a number of
enquiries from Afghanistan and
other countries. Company
Prequalification as Energy Meter
Supplier is under Process with
Ministry of Electricity & Water
Kuwait. Efforts are underway to
secure bigger orders directly from
Afghan utility as well as from
private contractors who are
working on different projects in
Afghanistan and within Pakistan.

EPC Contracting

PEL- EPC Department takes up
turnkey contracts involving
Engineering, Procurement and
Construction (EPC) for building
power infrastructure projects
comprising electrical
networks/electrification and grid
stations up to 220 KV level.

This segment business volume
remained lower due to low
orders intake followed by orders

timing. Orders backlog while
entering in Year 2017 of Rupees
3.384 Billion is ever High in EPC
Business history. Orders intake
during the Year 2016 of Rs.
4.336 Billion includes a land
Mark achievement of an order
of 220 KV GIS Grids Station of
Rs. 1.3 Billion. Capitalizing the
Performance History Company
Succeeded in Securing Asian
Development Bank funded
orders awarded through
international tenders for
Installation of 7 Grid Stations at
various WAPDA Distribution
Companies Valuing Rs. 2.505
Billion.

During the Year 132/ 11.5 KV
AIS substation at Fgeerwali
Completed and after successful
commissioning handed over to
Multan Electric Power Company
— MEPCO. Underground
Electrification and External
Electrification Projects of DHA
Phase VI & Phase VIl were also
Completed and handed over
after successful energization.

Our order book is still open
even after a 3.384 Billion
Business in hand with a healthy
pipeline as well. In year 2017
Business Execution will be a
real challenge. Our EPC Team
of Seasoned Professionals with
an excellent performance
history is determined to convert
this challenge into an
opportunity.

EPC Business has a great
Potential due to CPEC
developments and Local
Construction Industry Boom.
Your Company is well prepared
to grasp arising future
opportunities in this sector.



FINANCIAL
PERFORMANCE
ANALYSIS

PEL recorded net earnings of
Rs. 3,670 million during the year
2016, registering highest ever
revenue in the history of the
Company. The achievement
was supported by
strengthening of financial base
and brand portfolio, enhanced
production capacity,
modernized technology
footprint, increased sales,
reduced cost base and more
flexible distribution network.
Analysis of operating
performance is presented
below:

The Company earned record
revenue of Rs. 34,123 million,
through incremental revenue
generation of Rs. 4,801 million
mainly due to strong growth
throughout the product base
fueled by enhanced and
improved product portfolio,
brand expansion, diminishing
competition and reasonable
order uplift of power division
products by WAPDA and
Private sectors.

Gross profit achieved in 2016
amounts to Rs. 8,284 million as
compared to Rs. 7,434 million
for the 2015, resulting in an
increase of 11% as compared
to previous year. The increase is
attributable to rise in exports,
reduced oil prices, cost
efficiencies, improved
productivity and improved
product design.

Distribution costs were
recorded at Rs. 1,628 million,
showing an increase of 22%
from the previous year due
launch of aggressive
advertisement campaign for
newly launched Inverter Series
in Refrigerator and Air
Conditioner.

GROSS REVENUE
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Finance costs reduced by Rs.
168 million to Rs. 1,497 million
in comparison to previous year
due to repayments of debt
finances and decrease in
KIBOR rates.

Provision for taxation was
recorded at Rs. 450 million,
29% lower than the previous
year mainly because of lower
provision for deferred tax.

The results of the above
translated into earnings per
share of Rs. 7.51 as compared
Rs. 6.61 for the pervious year.
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FINANCIAL POSITION
ANALYSIS

Total equity improved by 7,224
million due to issue of right
ordinary shares inclusive of
premium amounting to Rs.
3,981 million, net profit of Rs.
3,670 million and transfer of
incremental depreciation from
surplus on revaluation of
property, plant and equipment
amounting to Rs 194.85 million
partially offset by distribution of
interim dividend on ordinary
shares amounting to Rs.
622.102 million.

Short term borrowings showed
an increase of Rs. 322.76
million due to surge in
operating activity.

Contingencies, comprising of
bonds and guarantees, reduced
by Rs. 233.25 million due to
release of performance related
guarantees / bonds.

Financial commitments stood at
Rs. 4,336.97 million at the close
of 2016 in respect of ujrah
payments and letters of credit
for import of stores, spares
parts and raw material showing
an increase of Rs. 2,356.60
million due to Company's
aggressive future business
plans.

Capital expenditure during the
year amounted to Rs. 1,731
million.

The Group disbursed interest
free loans to dealers amounting
to Rs 861.2 million for
renovation of showrooms.

Trade debts increased by Rs.
733.051 million as a direct result
of increase in turnover.

The Group's asset base thus
recorded a net increase of Rs.
4,177.61 million to Rs. 40,327
million.
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LIQUIDITY
MANAGEMENT

Liquidity Position

Proceeds from issue of right
ordinary shares amounting to
Rs. 2,406 million strengthened
Group’s liquidity base. The
Group's liquid assets comprise
short term investments and
cash and bank balances which
stood at an aggregate of Rs.
575.316 million at the close of
2016 after additional pledge in
working capital, addition in fixed
assets and redemption of
redeemable capital.

Liquidity management

The Group continuously aims to
maintain a strong liquidity
position through an effective
management system to ensure
availability of sufficient working
capital. The Board of Directors
has built an appropriate liquidity
management framework for the
management of the Group's
short, medium and long-term
funding and liquidity
requirements. The Group
manages liquidity by
maintaining adequate reserves,
banking facilities and reserve
borrowing facilities,
continuously monitoring
forecast and actual cash flows
and matching the maturity
profiles of financial assets and
liabilities.

Repayment of debts and
recovery of losses

The Group’s external long term
debt stood at Rs. 6,392.52
million at the close of 2016
recording a net decrease of Rs.
1711.20 million.

Short term borrowings showed
an increase of Rs. 312.67
million due to surge in
operating activity.

Current ratio (times)

2011 2012 2013 2014 2015 2016

Financial year

2.00

Quick / Acid Test ratio (times)

2011 2012 2013 2014 2015 2016

Financial year

PEL is in the process of
finalizing re-profiling exercise
based on mutual agreement to
be made amongst the existing
investors for
redemption/settlement of
outstanding preference shares.

Further, debt equity swap
arrangement between PEL and
National Bank of Pakistan
('NBP") for conversion of Private
Placed Term Finance
Certificates of Rs. 1,650 million
has been withdrawn. A new
redemption plan is yet to be
agreed and finalized between
PEL and NBP. PEL has
proposed to redeem the said
issue in eight equal quarterly
installments commencing from
January 2021.

Cash flow projections for the
future indicate availability of
sufficient funds for timely
repayment of external debts as
well as for retention for
sustained profitability.

CASH FLOWS AND
FINANCING
ARRANGEMENTS

Cashflow Analysis

Net cash generated from
operating activities amounted to
Rs. 2,022.64 million, after
adjustment of interest/mark-up
payments of Rs. 1203.48 million
and income tax payments of Rs.
660.852 million.

Net cash used in investing
activities amounted to Rs.
2,355.98 million comprising
payments for capital
expenditure of Rs. 1,730.71
million, and long term advances
of Rs. 861.20 million partially
offset by proceeds from
disposal of property, plant and
equipment amounting, refund of
long term deposits , recovery of
long term advances and
proceeds from disposal of short
term investments amounting to
Rs. 235.92 million.

Net cash generated from
financing activities amounted to
Rs. 307.87 million comprising
proceeds from Issue right
shares amounting to Rs.
2,406.20 Million , Long Term
Finance obtained Rs. 58.07
Million , Proceeds from Increase
from Short Term borrowings Rs.
312.761 Million and proceeds
from sales & lease back
activities Rs. 4.43 Million offset
redemption of redeemable
capital Rs. 1,003.60 Million,
Payment of Long Term Finances
Rs. 746.31 Million , Repayment
of Lease Liabilities Rs. 104.20
Million and a dividend Payment
of Rs.619.49 Million.

Financing arrangements

The Board of Directors has built
an appropriate liquidity
management framework for the
management of the Group's
short, medium and long-term
funding and liquidity
requirements.



The Group's long term debt and
short term borrowings at the
close of 2016 stood at Rs.
6,392.52 million and Rs.
4,981.66 million respectively.
Un-availed borrowing facilities
at the close of 2016 amounted
to Rs.5,895 million.

CAPITAL STRUCTURE

PEL's capital structure
comprises of Rs. 5,426 million
of share capital with net worth
of Rs. 20,840 million, which
improved by 53.06% over the
previous year.

Long term debt (excluding
current maturities) stood at Rs.
4,604 million at the close of
2016 with a debt-equity ratio of
20.04% as compared to 28.84%
in 2015.

DIVIDEND AND
APPROPRIATIONS

During the year, PEL distributed
cash dividend on ordinary shares
at Rs. 1.25 per ordinary share as
interim dividend and declared a
final dividend at Rs.1.75 per
ordinary share.

RELATIONSHIP
BETWEEN RESULTS AND
OBJECTIVES

The year 2016 has been a
successful year for PEL in terms
of meeting or exceeding
business objectives.

PEL achieved the highest ever
sales of Rs. 34,123.972 million
primarily due to strong growth
throughout the product base
fueled by enhanced and
improved product portfolio,
brand expansion, diminishing
competition and reasonable
order uplift of power division
including WAPDA and Private
sectors.

MARKET SHARE
INFORMATION

The Company is listed on
Pakistan Stock Exchange (PSE)
which is a large and liquid stock
exchange, offering orderly and
reliable market prices for its
investors.

As at December 31, 2016, the
market capitalization of PEL's
shares stood at Rs. 35,475
million, up by 42.47% from
previous year. PEL's share
traded at an average of Rs.
66.32 per share, market price
experienced fluctuations,
principally caused by market
psychology, speculative
investors and material events
occurring during the year,
between Rs. 53.57 and Rs.
74.64 per share. Total trading
volume during the year was
1,176 million shares.

THE GROUP'S
PROSPECTS

Continued focus on consumer
needs with improved product
quality and after sale service,
research and development, cost
economization and efficiency
improvement will provide
adequate support to the
management's projection of
sustained profitability and return
to shareholders.

The financial as well as
nonfinancial measures in this
context are presented below:

Financial measures

The management uses a mix of
factors and variables to project
the Group's targets, majority of

which are beyond the control of
the management, including
external factors such as
currency fluctuations,
government levies, power
curtailments etc., while the

Annual Report | 2016 63

100

. I\
: [
. 7
) I/
/[
/

Market value per share

40

RE/¥
/

20

2011 2012 2013 2014 2015 2016
Financial year

e=f)== - year end

e=fl= - high during the year

=l - low during the year

others can be monitored and
their impact minimized.

The management is
continuously focused on cost
optimization and efficiency
improvement through research
and development in order to
sustain profitability and return to
shareholders.

Non-financial measures

The Group's non-financial
performance measures include
the following areas:

« Improved product quality
and after sale service

« Frequent and meaningful
engagements with key
stakeholders

- Satisfaction of employees

« Transparency, accountability
and good governance

- Safe occupational
environment

» Responsible Corporate
Citizenship
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SEGMENTAL REVIEW OF BUSINESS PERFORMANCE
An operating segment is a component of an entity:

a) that engages in business activities from which it may earn revenues and incur expenses (including
revenues and expenses relating to transactions with other components of the same entity),

b) whose operating results are regularly reviewed by the entity's chief operating decision maker to make
decisions about resources to be allocated to the segment and assess its performance, and

c) for which discrete financial information is available.
Information about the Group's reportable segments as at the reporting date is as follows:
Segments Nature of business

Power Division Manufacturing and distribution of Transformers, Switch Gears, Energy Meters,
Power Transformers and Engineering, Procurement and Construction
Contracting (EPC).

Appliances Division Manufacturing, assembling and distribution of Refrigerators, Air conditioners,
Deep Freezers, Microwave ovens, Washing Machines and other Home

Appliances.
Power Division Appliances Division
Power division recorded 3% growth in revenue to Appliances division recorded 29% growth in
Rs. 14,605 million in comparison with previous revenue to Rs.19,519 million in comparison with
year resulting in profit before tax of Rs. 1,542 previous year resulting in profit before tax of Rs.
million for the year, up by 4% from the previous 2,730 million for the year, up by 24% from the
year. A summary of operating results of power previous year. A summary of operating results of
division is presented below: appliances division is presented below:
Rupees in millions Rupees in millions
2016 2015 YoY (%) 2016 2015 YoY (%)
Revenue 14,605 14,140 3.29 Revenue 19,519 15,183 28.56
Finance cost 654 818 (20.05) Finance cost 842 847 (0.59)
Profit before tax 1,542 1,481 412 Profit before tax 2,730 2,197 24.26
16,000
20,000
14,000
19,000
12,000
18,000
c
£ 10,000 s
- £ 17,000
IS E
2 8,000 < 16,000
g 5]
g 600 3 15000
4,000 14,000
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- T 1 12,000 T 1
2015 2016 2015 2016
REVENUE REVENUE

POWER DIVISION APPLIANCES DIVISION
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SENSITIVITY ANALYSIS

PEL's profitability is sensitive to a number of factors. The sensitivity of Profit after Tax (PAT) and Earnings
per Share (EPS), directly impacting share price, to various factors for a defined shift is as follows:

Variable Defined Shift Impact on PAT Impact on EPS
(Rupees in million) (Rupees)
Sales volume +/-1% 244.68 0.61
Cost of raw material and components +/-1% 173.79 0.44
Interest/mark-up on borrowings +/-5% 59.96 0.15
Employee benefits +/-5% 65.20 0.16
Exchange valuation +/-5% 193.21 0.49
Utilities +/-10% 40.42 0.10
300
250
g
0 -

Sales Cost of Interest/ Employee  Exchange Utilities
volume raw material  mark-upon  benefits valuation  (+/-10%)
(+/-1%) &components borrowings (+/-5%) (+/-5%)
(+/-1%) (+/-5%)

IMPACT ON PROFIT AFTER TAX

’qw: 0.40
(]
o
=]
£ 030
0.20
0.10
Sales Cost of Interest/ Employee Exchange Utilities
volume raw material mark-up on benefits valuation (+/-10%)
(+/-1%) & components  borrowings (+/-5%) (+/-5%)
(+/-1%) (+/-5%)
IMPACT ON EARNINGS PER SHARE

The Board of Directors in their meeting held on March 15, 2017 has proposed a dividend on ordinary
shares at Rs.1.75 per ordinary share of Rs. 10 each. The proposed dividend is subject to approval by
shareholders in the forthcoming annual general meeting.

There were no other major events subsequent to the reporting period that may require material
adjustment to or disclosure in the financial statements.
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Pattern of Shareholding

FORM 34
THE COMPANIES ORDINANCE 1984
(Section 236(1) and 464)
PATTERN OF SHAREHOLDING

1. Incorporation Number | 0000802 |

2. Name of the Company | PAK ELEKTRON LIMITED |

3. Pattern of holding of the shares held by the shareholders as at 31-12-2016 |

4. Number of Shareholding Total
shareholders From To shares held

840 1 100 23,235
1,318 101 500 518,008
1,074 501 1,000 965,409
1,957 1,001 5,000 5,323,845
527 5,001 10,000 4,086,920
211 10,001 15,000 2,689,377
115 15,001 20,000 2,128,511
102 20,001 25,000 2,366,155
61 25,001 30,000 1,729,103
34 30,001 35,000 1,126,214
34 35,001 40,000 1,328,793
18 40,001 45,000 769,861
44 45,001 50,000 2,151,536
12 50,001 55,000 629,713
13 55,001 60,000 763,933
14 60,001 65,000 883,468
10 65,001 70,000 675,469
14 70,001 75,000 1,038,500
13 75,001 80,000 1,015,203
10 80,001 85,000 830,830
4 85,001 90,000 354,212
5 90,001 95,000 459,211
21 95,001 100,000 2,088,090
11 100,001 105,000 1,129,755
6 105,001 110,000 646,668
7 110,001 115,000 793,338
4 115,001 120,000 473,722
2 120,001 125,000 250,000
4 125,001 130,000 507,160
5 130,001 135,000 667,625
5 135,001 140,000 692,725
2 140,001 145,000 289,000
8 145,001 150,000 1,187,125
1 150,001 155,000 152,000
1 155,001 160,000 160,000
1 160,001 165,000 163,300
1 165,001 170,000 165,500
5 170,001 175,000 868,500
3 175,001 180,000 529,375
1 190,001 195,000 195,000
8 195,001 200,000 1,592,600
4 205,001 210,000 832,423
3 215,001 220,000 650,440
2 220,001 225,000 446,875
1 225,001 230,000 230,000
1 240,001 245,000 243,000
1 245,001 250,000 250,000
2 250,001 255,000 506,500
2 255,001 260,000 520,000
1 265,001 270,000 268,250
1 270,001 275,000 273,750
1 275,001 280,000 278,000
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Number of Shareholding Total
shareholders From To shares held
4 280,001 285,000 1,128,250
1 285,001 290,000 287,000
2 290,001 295,000 590,000
2 295,001 300,000 600,000
2 305,001 310,000 614,500
1 310,001 315,000 312,841
1 315,001 320,000 316,500
2 320,001 325,000 646,500
2 325,001 330,000 656,500
4 345,001 350,000 1,400,000
1 360,001 365,000 364,500
1 375,001 380,000 376,500
2 395,001 400,000 800,000
1 400,001 405,000 404,000
1 420,001 425,000 421,750
3 430,001 435,000 1,297,642
1 475,001 480,000 476,250
1 485,001 490,000 487,270
2 495,001 500,000 1,000,000
2 500,001 505,000 1,006,500
1 505,001 510,000 507,037
1 535,001 540,000 540,000
1 540,001 545,000 541,000
1 555,001 560,000 557,500
3 570,001 575,000 1,720,150
2 575,001 580,000 1,155,750
1 590,001 595,000 591,250
1 595,001 600,000 600,000
2 615,001 620,000 1,237,645
1 625,001 630,000 627,500
1 635,001 640,000 636,000
1 645,001 650,000 648,000
1 655,001 660,000 657,800
1 695,001 700,000 697,200
1 710,001 715,000 714,000
1 715,001 720,000 717,500
1 720,001 725,000 722,500
1 740,001 745,000 740,947
1 745,001 750,000 750,000
1 760,001 765,000 765,000
1 815,001 820,000 820,000
1 835,001 840,000 836,500
1 880,001 885,000 881,500
1 890,001 895,000 892,000
1 895,001 900,000 897,000
2 910,001 915,000 1,824,700
1 935,001 940,000 939,500
2 995,001 1,000,000 2,000,000
1 1,040,001 1,045,000 1,042,500
2 1,090,001 1,095,000 2,186,700
1 1,115,001 1,120,000 1,120,000
1 1,125,001 1,130,000 1,129,750
1 1,195,001 1,200,000 1,197,750
1 1,260,001 1,265,000 1,263,250
1 1,300,001 1,305,000 1,300,500
1 1,305,001 1,310,000 1,308,500
1 1,390,001 1,395,000 1,393,500
1 1,395,001 1,400,000 1,398,300
1 1,435,001 1,440,000 1,440,000
2 1,450,001 1,455,000 2,903,150
1 1,495,001 1,500,000 1,500,000
1 1,580,001 1,585,000 1,583,125
1 1,625,001 1,630,000 1,629,000
1 1,635,001 1,640,000 1,636,000
1 1,685,001 1,690,000 1,687,337
1 1,785,001 1,790,000 1,788,125
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4. Number of Shareholding Total

shareholders From To shares held
1 1,865,001 1,870,000 1,868,750
1 1,885,001 1,890,000 1,886,525
1 1,950,001 1,955,000 1,953,058
1 1,975,001 1,980,000 1,976,000
1 2,185,001 2,190,000 2,190,000
1 2,360,001 2,365,000 2,362,000
1 2,390,001 2,395,000 2,392,552
1 2,415,001 2,420,000 2,415,500
1 2,440,001 2,445,000 2,444,900
1 2,690,001 2,695,000 2,693,418
1 2,700,001 2,705,000 2,702,962
1 3,140,001 3,145,000 3,144,372
1 3,215,001 3,220,000 3,217,945
1 3,400,001 3,405,000 3,400,194
1 3,550,001 3,555,000 3,550,875
1 3,585,001 3,590,000 3,589,534
1 3,680,001 3,685,000 3,680,023
1 3,775,001 3,780,000 3,779,000
1 4,475,001 4,480,000 4,479,400
1 4,495,001 4,500,000 4,496,250
1 4,595,001 4,600,000 4,600,000
1 4,665,001 4,670,000 4,667,665
1 4,710,001 4,715,000 4,710,893
1 4,755,001 4,760,000 4,757,000
1 6,975,001 6,980,000 6,980,000
1 7,120,001 7,125,000 7,121,125
1 10,335,001 10,340,000 10,355,863
1 10,715,001 10,720,000 10,718,750
1 14,520,001 14,525,000 14,520,550
1 14,735,001 14,740,000 14,737,537
1 15,335,001 15,340,000 15,338,400
1 102,225,001 102,230,000 102,229,533
1 124,905,001 124,910,000 124,905,715
6,668 497,681,485

CLASSIFICATION OF ORDINARY SHARES BY CATEGORIES AS AT DECEMBER 31, 2016

Categories of Shareholders No. of Shareholders Share held Percentage
Directors, Chief Executive Officer, and their spouse
and minor children 9 250,300,595 50.2933
Associated Companies, undertakings and related party - - -
NIT and ICP 3 2,394,238 0.4811
Banks Development Financial Institutions Non Banking
Financial Institution 20 16,857,304 3.3872
Insurance Companies 18 13,870,345 2.7870
Modarabas and Mutual Funds 67 37,189,587 7.4726
General Public 6,337 58,396,589 11.7337
Others (to be specified)
Pension Funds 8 8,445,822 1.6970
Other Companies 21 6,195,524 1.2449
Investment Companies 3 1,402,200 0.2817
Joint Stock Companies 108 11,908,317 2.3928
Foreign Companies 74 90,720,964 18.2287
6,668 497,681,485 100.0000
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CATAGORIES OF SHAREHOLDING REQUIRED UNDER CODE OF COPRORATE GOVERNANCE
(CCG) AS ON DECEMBER 31, 2016

Sr. Name No. of Shares Percentage
No. Held
Associated Companies, Undertakings and Related Parties
Mutual Funds

1 CDC - TRUSTEE AKD INDEX TRACKER FUND (CDC) 53,475 0.0107

2 CDC - TRUSTEE AKD OPPROTUNITY FUND (CDC) 820,000 0.1648

3 CDC - TRUSTEE AL AMEEN ISLAMIC DEDICATED EQUITY FUND (CDC) 2,702,962 0.5431

4 CDC - TRUSTEE AL MEEZAN MUTUAL FUND (CDC) 1,976,000 0.3970

5 CDC - TRUSTEE AL-AMEEN ISLAMIC ASSET ALLOCATION FUND (CDC) 364,500 0.0732

6 CDC -TRUSTEE AL-AMEEN SHARIAH STOCK FUND (CDC) 717,500 0.1442

7 CDC - TRUSTEE ALFALAH GHP INCOME FUND - MT (CDCO 53,000 0.0106

8 CDC - TRUSTEE ALFALAH GHO INCOME MULTIPLIER FUND - MT (CDC) 80,000 0.0161

9 CDC - TRUSTEE ALFALAH GHP ISLAMIC STOCK FUND (CDC) 11,250 0.0023
10 CDC - TRUSTEE ALFALAH GHP SOVEREIGN FUND - MT (CDC) 40,000 0.0080
11 CDC - TRUSTEE ALFALAH GHP VALUE FUND (CDC) 2,875 0.0006
12 CDC -TRUSTEE APF-EQUITY SUB FUND (CDC) 30,000 0.0060
13 CDC -TRUSTEE APIF - EQUITY SUB FUND (CDC) 40,000 0.0080
14 CDC - TRUSTEE ASKARI HIGH YEILD SCHEME - MT (CDC) 11,500 0.0023
15 CDC - TURSTEE ATLAS INCOME FUND - MT (CDC) 574,300 0.1154
16 CDC - TRUSTEE ATLAS ISLAMIC STOCK FUND (CDC) 260,000 0.0522
17 CDC - TRUSTEE DAWOOD ISLAMIC FUND (CDC) 25,000 0.0050
18 CDC - TRUSTEE FAYSAL MTD FUND - MT (CDC) 149,000 0.0299
19 CDC -TRUSTEE FAYSAL SAVINGS GROWTH FUND - MT (CDC) 22,500 0.0045
20 CDC - TRUSTEE FIRST CAPITAL MUTUAL FUND (CDC) 30,000 0.0060
21 CDC - TRUSTEE FIRST DAWOOD MUTUAL FUND (CDC) 50,000 0.0100
22 CDC - TRUSTEE FIRST HABIB INCOME FUND (CDC) 53,000 0.0106
23 CDC - TRUSTEE FIRST HABIB STOCK FUND (CDC) 27,500 0.0055
24 CDC - TRUSTEE HBL - STOCK FUND (CDC) 881,500 0.1771
25 CDC - TRUSTEE HBL IPF EQUITY SUB FUND (CDC) 91,000 0.0183
26 CDC - TRUSTEE HBL PF EQUITY SUB FUND (CDC) 83,000 0.0167
27 CDC - TRUSTEE KSE MEEZAN INDEX FUND (CDC) 221,875 0.0446
28 CDC - TRUSTEE MCB DYMANIC CASH FUND - MT (CDC) 243,000 0.0488
29 CDC - TRUSTEE MCB PAKISTAN ASSET ALLOCATION FUND (CDC) 620,000 0.1246
30 CDC - TRUSTEE MCB PAKISTAN ISLAMIC STOCK FUND (CDC) 648,000 0.1302
31 CDC - TRUSTEE MCB PAKISTAN STOCK MARKET FUND (CDC) 3,779,000 0.7593
32 CDC - TRUSTEE MEEZAN ASSET ALLOCATION FUND (CDC) 307,000 0.0617
33 CDC - TRUSTEE MEZAN BALANCED FUND (CDC) 1,129,750 0.2270
34 CDC - TRUSTEE MEZAN ISLAMIC FUND (CDC) 10,718,750 2.1537
35 CDC - TRUSTEE NAFA ISLAMIC ASSET ALLOCATION FUND (CDC) 1,308,500 0.2629
36 CDC - TRUSTEE NAFA INCOME OPPORTUNITY FUND (CDC) 152,000 0.0305
37 CDC - TRUSTEE NAFA INCOME OPPORTUNITY FUND - MT (CDC) 657,800 0.1322
38 CDC - TRUSTEE NAFA ISLAMIC ACTIVE ALLOCATION EQUITY FUND (CDC) 1,263,250 0.2538
39 CDC - TRUSTEE NAFA ISLAMIC PRINCIPAL PROTECTED FUND - | (CDC) 77,875 0.0156
40 CDC - TRUSTEE NAFA ISLAMIC PRINCIPAL PROTECTED FUND - Il (CDC) 97,375 0.0196
41 CDC - TRUSTEE NAFA ISLAMIC STOCK FUND (CDC) 1,197,750 0.2407
42 CDC - TRUSTEE NAFA MULTI ASSET FUND (CDC) 165,500 0.0333
43 CDC - TRUSTEE NAFA STOCK FUND (CDC) 1,583,125 0.3181
44 CDC - TRUSTEE PAKISTAN CAPITAL MARKET FUND (CDC) 134,000 0.0269
45 CDC - TRUSTEE PAKISTAN INCOME ENHANCEMENT FUNF - MT (CDC) 15,000 0.0030
46 CDC - TRUSTEE PICIC GROWTH FUND (CDC) 627,500 0.1261
47 CDC - TRUSTEE PICIC INVESTMENT FUND (CDC) 307,500 0.0618
48 CDC - TRUSTEE PICIC ISLAMIC STOCK FUND (CDC) 97,500 0.0196
49 CDC - TRUSTEE PICIC STOCK FUND (CDC) 105,000 0.0211
50 CDC - TRUSTEE PIML ASSET ALLOCATION FUND (CDC) 295,000 0.0593
51 CDC - TRUSTEE PIML ISLAMIC EQUITY FUND (CDC) 59,000 0.0119
52 CDC - TRUSTEE PIML STRATEGIC MULTI ASSET FUND (CDC) 68,000 0.0137
53 CDC - TRUSTEE PIML VALUE EQUITY FUND (CDC) 58,000 0.0117
54 CDC - TRUSTEE UNITED GROWTH AND INCOME FUND (CDC) 47,000 0.0094
55 CDC-TRUSTEE FIRST HABIB ISLAMIC BALANCED FUND (CDC) 20,000 0.0040
56 CDC-TRUSTEE HBL ISLAMIC STOCK FUND (CDC) 132,500 0.0266
57 CDC-TRUSTEE NAFA ASSET ALLOCATION FUND (CDC) 175,375 0.0352
58 CDC-TRUSTEE NAFA SAVINGS PLUS FUND - MT (CDC) 137,800 0.0277
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Sr. Name No. of Shares Percentage
No. Held
59 GOLDEN ARROW SELECTED STOCKS FUND LIMITED (CDC) 125,500 0.0252
60 CDC-TRUSTEE PAK. INT. ELEMENT ISLAMIC ASSET ALLOCATION FUND (CDC) 504,500 0.1014
61 MCBFSL - TRUSTEE ABL ISLAMIC STOCK FUND (CDC) 177,500 0.0357
62 MCBFSL - TRUSTEE PAK OMAN ADVANTAGE ASSET ALLOCATION FUND (CDC) 175,000 0.0352
63 MCBFSL - TRUSTEE PAK OMAN ISLAMIC ASSET ALLOCATION FUND (CDC) 260,000 0.0522
64 MCBFSL TRUSTEE MCB PAKISTAN FREQUENT PAYOUT FUND (CDC) 325,000 0.0653
65 TRISTEE-BMA CHUNDRIGAR ROAD SAVINGS FUND (CDC) 16,000 0.0032
37,183,087 7.4713
Directors, CEO and their Spouse and Minor Children
1 MR. M. NASEEM SAIGOL (CDC) 124,905,715 25.0975
2 MR. M. AZAM SAIGOL (CDC) 3,589,534 0.7213
3 MR. MUHAMMAD MURAD SAIGOL 12,421 0.0025
4 MR. MUHAMMAD ZEID YOUSAF SAIGOL 14,749,958 2.9637
5 SYED MANZAR HASSAN 2,041 0.0004
6 SHEIKH MUHAMMAD SHAKEEL 500 0.0001
7 MRS. AMBER HAROON SAIGOL W/O MR. M. AZAM SAIGOL (CDC) 102,229,533 20.5412
8 MRS. SEHYR SAIGOL W/O MR. M. NASEEM SAIGOL (CDC) 4,710,893 0.9466
9 MRS. NAUREEN KHALID W/O MR. KHALID SIDDIQ TIRMIZEY 100,000 0.0201
250,300,595 50.2933
Executives: - -
Public Sector Companies & Corporations: - -
Banks, Development Finance Institutions, Non Banking Finance
Institution, Insurance Companies, Modarabas and Pension Funds: 39,179,971 7.8725
Shareholders holding five percent or more voting intrest in the listed company
1 MR. M. NASEEM SAIGOL (CDC) 124,905,715 25.0975
2 MR. AMBER HAROON SAIGOL W/O M. AZAM SAIGOL SAIGOL (CDC) 102,229,533 20.5412
227,135,248 45.6387
All trades in the shares of the listed company, carried out by its Directors, CEO, CFO, Company
Secretary, Their spouses and minor children:
Sr. Name Sale Purchase Right
No.
1 MR. M. NASEEM SAIGOL - . 24,981,143
2 MR. M. AZAM SAIGOL B - 1,462,094
3 MR. MUHAMMAD MURAD SAIGOL N - 2,484
4 MR. MUHAMMAD ZEID YOUSAF SAIGOL - - 2,949,991
5 SYED MANZAR HASSAN - 408
500
6 SHEIKH MUHAMMAD SHAKEEL 100,000 i -
7 MRS. AMBER HAROON SAIGOL W/O MR. M. AZAM SAIGOL - 20,445,906
8 MRS. SEHYR SAIGOL W/O MR. M. NASEEM SAIGOL - ) 942,178
9 MRS. NAUREEN KHALID W/O MR. KHALID SIDDIQ TIRMIZEY - 100,000 -
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Market Overview

The appliances industry in
Pakistan has continued to grow
steadily for the past few years. As
domestic appliances become
more energy efficient and
affordable, penetration of these
appliances is growing day by day.
Business growth potential
remains steady, with more
households willing to embrace
our reliable home appliances for
better living.

Continued focus of the
Government on improvement of
power generation and distribution
infrastructure, the market outlook
for power division looks
promising. Government’s
initiatives in the energy sector in
light of recent energy deals
signed, policies for IPPs and
above all, CPEC will create a pool
of opportunities for power
products. EPC activity is also on a
growth track due to the increase
in housing sector schemes and
upgrading of grid stations.

PEL’s MARKETING
ACTIVITES

PEL is providing premium quality
products to consumers through
its ever evolving dealer network
which is spread all over the
country. Sales revenue for year
2016 was recorded at Rs. 34,124
million which is higher by 16.37%
in comparison with previous year.
This achievement was
attributable, besides other factors,
brilliant efforts of the sales and
marketing department.

PEL’s market strategy
encompasses market
research,brand positioning and
marketing communications as
well as right decisions in terms of
incentives and dealers to ensure
smooth running of dealers
network. The sales of power
division mainly originate from
tendering and our power division
marketing team is well versed and
equipped to win major orders.

PRODUCT QUALITY
ASSURANCE

PEL is dedicated towards
maintenance of excellent product
quality which is evident from ever
growing consumer confidence in
PEL’s products.

Extensive quality assurance

measures have been
implemented by PEL to provide

best ‘value for money’ products
through the following measures:

® Suppliers of raw material and
other inputs are selected

carefully and only those
suppliers are engaged, who
can demonstrate the
fullcommitment and ability
tocomply with PEL’s quality
requirements/standards.

® Careful and meticulous
inspections and testing is
carried out at every stage of
production.

* Top quality packing material to
eliminate the chance of
physical damage to the
product during transportation
and storage.
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PEL’s market strategy encompasses market
| research, brand positioning and marketing

' communications as well as right decisions
in terms of incentives and dealers to ensure
smooth running of dealers network.




80 Pak Elektron Limited

Human Capital

Human Capital is considered as
one of most valuable resource at
PEL. With significant contributions
towards the growth and success
of PEL, Human Capital remains
one the most important areas of
focus as PEL endeavors to ensure
acquisition of top talent and
provision of best employee
development programs, healthy
and safe work environment and
market commensurate
compensation packages.

SUCCESSION PLANNING

In its quest of the Top Talent, PEL
has formulated a comprehensive
succession plan which includes
performance evaluation and
appropriate training requirements
for development of potential and
prospective future leaders. The
succession plan allows PEL to
ensure availability of competent
personnel in each department.

RETIREMENT BENEFITS

PEL has put in place a retirement
benefit plan for its employees, in
the form of an approved funded
contributory provident fund “Pak
Elektron Limited Employees
Provident Fund Trust”. All
employees who have completed a
minimum qualifying period of
service as defined under the trust
are eligible. Equal monthly
contributions are made by PEL
and employees in accordance
with the scheme, to cover the
obligation.

Size of the fund as December 31,
2016 stood at Rs. 377.581 million
growing by 26.50% as compared
to the previous year. Investments
of the fund at the close of 2016
are valued at 281.5 million
showing an increase of 27.73%
over 2015.

-

SIZE OF PROVIDENT FUND &
VALUE OF INVESTMENTS
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Risks and Opportunities

KEY SOURCES OF
UNCERTAINTY

The preparation of financial
statements in accordance with
approved accounting standards
requires management to make
judgements, estimates and
assumptions that affect the
application of accounting
policies and the reported
amounts of assets, liabilities,
income and expenses. The
estimates and associated
assumptions and judgements
are based on historical
experience and various other
factors that are believed to be
reasonable under the
circumstances, the result of
which forms the basis of
making judgements about
carrying values of assets and
liabilities that are not readily
apparent from other sources.
Subsequently, actual results
may differ from these estimates.
Estimates and underlying
assumptions are reviewed on
an ongoing basis. Revisions to
accounting estimates are
recognized in the period in
which the estimate is revised
and in any future periods
affected. Judgments made by
management in the application
of approved accounting
standards that have significant
effect on the financial
statements and estimates with a
risk of material adjustment in
subsequent years are disclosed
in note 2.4 to the annexed
financial statements.

RISK EXPOSURE AND
MANAGEMENT

PEL's activities expose it to a
variety of risks which are
subiject to difference levels of
uncertainty against which PEL
has implemented effective
mitigating strategies.

These risks include:

- Strategic risks
«  Commercial risks

» Operational risks

« Financial risks

» Reputation risks

« Compliance risks
 Political/ Economic risks.

These risks can emanate from a
number of factors including but
not limited to uncertainties in
financial markets, project
failures, legal liabilities, credit
risk, accidents and disasters as
well as deliberate aggressive
actions from an adversary, or
uncertain or unpredictable
events.

Risk Governance Structure

PEL's risk management policies
are established to identify and
analyze the risks faced by PEL,
to set appropriate risk limits and
controls, and to monitor risks
and adherence to limits. Risk
management policies and
systems are reviewed regularly
to reflect changes in market
conditions and PEL's activities.
PEL, through its training and
management standards and
procedures, aims to develop a
disciplined and constructive
control environment in which all
employees understand their
roles and obligations.

The Board of Directors has
overall responsibility for the
establishment and oversight of
PEL's risk management
framework. The Board is
responsible for developing and
monitoring PEL's risk
management policies.

The Audit Committee oversees
how management monitors
compliance with PEL's risk
management policies and
procedures and reviews the
adequacy of the risk
management framework in
relation to the risks faced by
PEL. The Audit Committee is

assisted in its oversight role by
Internal Audit department.
Internal Audit department
undertakes both regular and ad
hoc reviews of risk
management controls and
procedures, the results of which
are reported to the Audit
Committee.

The Human Resource &
Remuneration Committee
focuses on risks in its area of
oversight. This includes
succession planning with a view
to ensure availability of talented
functionaries in each area of
critical company operations as
well as assessment of
compensation programs to
ensure that they do not escalate
corporate risk.

MATERIALITY APPROACH

Matters are considered to be
material, if they, individually or
in aggregate, are expected to
significantly affect the
performance and profitability of
the Company.

Powers of the Board of
Directors and the management
of PEL have been defined with
reference to, and in compliance
with relevant regulatory
framework, the Articles of
Association of PEL, guidelines
and frameworks issued by
professional bodies and best
practices.

Determination of materiality
levels, other than those
provided under the law, is
judgemental and varies
between organizations.

Authorizations for transactions
and delegation of powers have
also been defined clearly and
carried out through formal and
implemented policies and
procedures.

Materiality levels are reviewed
on a periodic basis and
updated as required.
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IDENTIFIED RISKS AND MITIGATING STRATEGIES

Strategic Risks

These risks are associated with operation within a particular industry.

Identified Risk Risk level Mitigating Strategy

Technological shift may render Moderate Regular balancing, modernization and replacement carried
PEL's production process and out at all production facilities in order to ensure state of the
products obsolete art production plants utilizing latest technology resulting in

cost efficiencies and improved products.

Commercial Risks

These risks stem from commercial substance of the Company

Identified Risk Risk level Mitigating Strategy

Strong market competition Low PEL holds a considerable market share and has continued
lowering demand for PEL's focus on sustaining and maintaining its market share
products through offering new and improved products and effective

marketing strategies

Operational Risks

These risks are associated with operational and administrative matters

Identified Risk Risk level Mitigating Strategy

Turnover of personnel at critical Low PEL has formulated a comprehensive succession plan which
positions may affect smooth includes performance evaluation and appropriate training
running of operations requirements for development of potential and prospective

future leaders.

Breach of IT Security may affect Low Adequate IT controls are in place to prevent unauthorized
operations and cause financial loss data access to confidential information. Regular IT audits
and trainings are conducted to monitor IT controls.

Accidents and disasters, natural or| Low PEL has put in place a comprehensive Disaster Recovery
by deliberate actions, may disrupt and Business Continuity Plan which has been implemented
operations at all locations and PEL's staff is fully trained and equipped

to recover from any disruption.

Further strict and standard operating procedures are in
place and implemented together with employee trainings,
operational discipline and regular safety audits.

Reputation Risks
These risks originate from the Company's dealing with stakeholders

Identified Risk Risk level Mitigating Strategy

Loss of customer confidence in Low Continued focus on new and improved products and state of
PEL brand adversely affecting the art after sales services to customers
sales

Compliance Risks

These risks are associated with laws and regulations applicable to the Company

Identified Risk Risk level Mitigating Strategy
Breach of law resulting fines, Low Monitoring of latest updates in regulatory framework is
penal action or suspension of carried out to prevent in breach of law. Expert legal advice is

business operations obtained before taking any critical decision.




Risks and Opportunities

Financial Risks
These include credit risk (risk of loss if a counter-party to a financial instrument fails to meet its contractual

obligations), liquidity risk (risk that the Company will not able to meet its financial obligations when they fall due)
and market risk (risk of changes in fair value of financial instruments due to changes in interest rates, equity
prices and foreign exchange rates).

Identified Risk Risk level Mitigating Strategy
Default by customers causing Low PEL maintains procedures covering the application for credit
financial loss approvals, granting and renewal of counterparty limits and

monitoring of exposures against these limits. As part of
these processes the financial viability of all counterparties is
regularly monitored and assessed. The majority of sales to
customers are made on specific terms. Customer credit risk
is managed by each business unit subject to PEL's
established policy, procedures and controls relating to
customer credit risk management. Credit limits are
established for all customers based on internal rating
criteria. Credit quality of the customer is assessed based on
an extensive credit rating. Outstanding customer receivables
are regularly monitored and any shipments to major
customers are generally covered by letters of credit or other
form of credit insurance.

Liquidity shortfall resulting in Moderate The responsibility for liquidity risk management rests with
inability to make payments as the the Board of Directors, who has built an appropriate liquidity
fall due risk management framework for the management of the

PEL's short, medium and long-term funding and liquidity
management requirements. Liquidity risk is managed by
maintaining adequate reserves, banking facilities and
reserve borrowing facilities, by continuously monitoring
forecast and actual cash flows and matching the maturity
profiles of financial assets and liabilities.

Increase in interest rates resulting Low PEL manages interest rate risk by analyzing its interest rate
high interest costs exposure on a dynamic basis. Cash flow interest rate risk is
managed by simulating various scenarios taking into
consideration refinancing, renewal of existing positions and
alternative financing. Based on these scenarios, the
management calculates impact on profit after taxation and
equity of defined interest rate shift, mostly 100 basis points.

Political/Economical Risks

This risks emanate from the political and economic environment of the region in which the Company operates

Identified Risk Risk level Mitigating Strategy

Volatile law and order situation Low This risk is beyond control and cannot be mitigated through
affecting economy internal strategies.
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PEL complies with mandatory
requirements of the Code of
Corporate Governance and
makes every effort to adopt
other best practices voluntarily
with a view to achieve
transparency and good
governance.

DIRECTORS'
COMPLIANCE
STATEMENT UNDER THE
CODE OF CORPORATE
GOVERNANCE

As required by the Code of
Corporate Governance, the
Directors are pleased to make
their compliance statement as
follows:

® The financial statements,
prepared by the
management of the
company, present its state
of affairs fairly, the result of
its operations, cash flows
and changes in equity.

® Proper books of accounts of
the company have been
maintained.

® Appropriate accounting
policies have been
consistently applied in the
preparation of financial
statements and accounting
estimates are based on
reasonable and prudent
judgment.

® International accounting
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.

® There are no significant
doubts upon the Company's
ability to continue as a
going concern.

COMPOSITION OF THE
BOARD OF DIRECTORS

In order to ensure transparency,
good governance and smooth
functioning of the Company's
operations, the Company has
implemented the regulatory
framework in terms of
qualification, experience and
composition of the Board of
Directors as well as awareness
of the Board responsibilities.
The Board comprises 11
directors effectively
representing shareholders'
interests. There are 8 non-
executive directors including 1
independent director and 4
directors nominated by holders
of special interest under Section
182 of the Companies
Ordinance, 1984.

All directors are highly qualified
and experienced and come
from varied discipline, which
enables the Board to carry out
effective and efficient decision
making.

Detailed profile of each member
of the Board is presented in
'‘Governance Section'.

COMPOSITION OF AUDIT
COMMITTEE

The Audit Committee comprises
of 4 members out of whom all
members are non-executive,
including 1 independent
director. 1 member is a Fellow
Chartered Accountant from The
Institute of Chartered
Accountants of Pakistan
providing significant financial
and accounting insight to the
proceedings of Audit
Committee.

COMPOSITION OF HR
AND REMUNERATION
COMMITTEE

The HR and Remuneration
Committee comprises of 4

M Executive Directors

Il Non-Executive Directors

Composition of the Board

M Independent Directors

B Nominee Directors

[ Other Non-Executive Directors

Composition of Non-Executive Directors
& J

members out whom 2 members
are non-executive, including the
chairman of the committee and

1 independent director.

MEETINGS OF THE
BOARD

The Board of Directors meets
atleast four times every year as
required by the regulatory
framework. Special meetings
are also called to discuss and
decide on important matters as
and when required.

The Board met 5 times during
the year. The notices, along with
agenda, were circulated in a
timely manner.

The decisions taken by the
Board were clearly documented
in the minutes of meetings



maintained by the Company Secretary and were circulated to all directors for endorsement within the
stipulated time and were approved by the Board in subsequent meetings.

All Board Meetings held during the year had the requisite quorum as prescribed by Code of Corporate
Governance and were also attended by the Chief Financial Officer and Company Secretary.

Name of Directors

Attendance

Mr. M. Naseem Saigol

Mr. M. Azam Saigol

Mr. M. Murad Saigol

Mr. M. Zeid Yousuf Saigol
Syed Manzar Hassan
Sheikh Muhammad Shakeel

Mr. Khalid Siddiq Trimizey (BOP Nominee)
Mr. Asad Ullah Khawaja (NIT Nominee)
Mr. Wajahat A. Bagai (NBP Nominee)

Mr. Usman Shahid (NBP Nominee)

Mirza Babur Baig (NBP Nominee)*

Mr. Akbar Hasan Khan (NBP Nominee)*
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*Mr. Akbar Hasan Khan was replaced by Mirza Babur Baig on April 26, 2016 by National Bank of
Pakistan under Section 182 of the Companies Ordinance, 1984

BOARD MEETINGS HELD
OUTSIDE PAKISTAN

No Board Meetings were held
outside Pakistan during the
year.

ROLES AND
RESPONSIBILITIES OF
THE BOARD OF
DIRECTORS

Each member of the Board is
fully aware of his responsibilities
as an individual member as well
as the responsibilities of all
members together as a board.

The Board actively participates
in all major decisions of the
Company including
appointment approval of capital
expenditure budgets,
investments, issuance of equity
and debt capital, related party
transactions and appointment
of key personnel.

The Board also monitors the
Company's operations by
approval of financial
statements, review of internal
and external audit observations,
if any and recommendation of
dividend.

The Board has devised formal
policies for conducting
business and ensures their
monitoring through an
independent Internal Audit
Department which continuously
monitors adherence to
Company Policies.

CHANGES TO THE
BOARD

During the year, one of our
fellow directors, Mr. Akbar
Hasan Khan appointed under
Section 182 of the Companies
Ordinance, 1984 by National
Bank of Pakistan was replaced
by Mirza Babur Baig.

We would like to record our
appreciation for the invaluable
Contributions made by Mr.
Akbar Hasan Khan and
welcome Mirza Babur Baig on
the Board. We are positive that
this change will bring new
vision and spirit to the
Company and the members will
continue to work cohesively as
a team and generate new ideas
for the Company's progress.

DIRECTORS'
REMUNERATION

There are formal and
transparent procedures for
fixing the remuneration of
directors and no director is
involved in deciding his own
remuneration. Remuneration
levels are kept at a reasonable
level in order to attract and
retain directors, without
compromising independence.
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OFFICE OF THE
CHAIRMAN

AND CHIEF EXECUTIVE
OFFICER

The office of Chairman and that
of the Chief Executive Officer of
the Company are held
separately, as part of the
Company's governance
structure, with clear division of
roles and responsibilities.

ROLES AND
RESPONSIBILITIES THE
CHAIRMAN AND CHIEF
EXECUTIVE OFFICER

The Chairman acts as the head
of the Board and is responsible
for assessing and making
recommendations regarding
effectiveness of the Board and
ensuring effective role of the
Board in fulfilling all its
responsibilities and has the
power to set agendas, give
directions and sign the minutes
of Board meetings.

The Chief Executive Officer is
an executive director who also
acts as the head of the
Company's management in the
capacity of managing director
and implements the policies
delegated by the Board within
the limits prescribed.

The main responsibilities of the
Chief Executive Officer include:

® Safeguarding the
Company's assets

® (Creation of shareholder
value

® Identification of potential
diversification/investment
projects

® Implementation of projects
approved by the Board

® Ensuring effective
functioning of the internal
control system

® Identifying risks and
designing mitigation
strategies

® Development of human
capital and good investors'
relations

® Compliance with regulations
and best practices.

ANNUAL EVALUATION OF
BOARD’S
PERFORMANCE

PEL has put in place a
comprehensive mechanism for
undertaking annual evaluation
of the performance of the Board
of Directors in accordance with
the requirement of the Code of
Corporate Governance.

The mechanism evaluates the
performance of the Board on
the following parameters:

® Board composition,
organization and scope

® Board functions and
responsibilities

® Monitoring of Company's
performance
Evaluation forms and checklists
are circulated to all members of
the Board and each member is
required to submit the same
duly filled to the Company
Secretary.

The results are consolidated
and discussed in the nest
meeting to formulate a strategy
for improvement in Board's
performance.

CEO PERFORMANCE
REVIEW BY THE BOARD

As required by law, the
appointment of CEOQ is
approved by the Board of
Directors for period of 3 years.

Performance of the CEO is
reviewed annually with regard
to his roles and responsibilities,
including those assigned by
statute.

CEQ's achievements for the
year 2016 are evidenced by
growth in revenue and
profitability.

FORMAL ORIENTATION
AT INDUCTION

New members of the Board are
taken through a detailed
orientation process at the time
of induction. The orientation
process involves a
familiarization program which
mainly features the following:

® Vision, mission, core values
and strategies and
stakeholders.

® Significant policies

® Summary of financial
position

® Risks exposure and
management

® (Critical performance
indicators

® Roles and responsibilities of
director under the statute

® Expectations from the Board

® Facets of business including
strategic plans, forecasts,
minutes of past meetings
and litigations.

DIRECTORS' TRAINING
PROGRAM

The following directors have
obtained certification under the
Directors' Training Program
from SECP approved institutes
in accordance with
requirements of the Code of
Corporate Governance:

1. Mr. Murad Sagol
2. Muhammad Zeid Yousuf
Saigol

Certifications of the remaining
members of the Board are
expected to be completed in
2017.



ETHICS AND
COMPLIANCE

At PEL, high level of ethical
behaviour in all aspects of
business conduct and decision
making is ensured. In
compliance with the Code of
Corporate Governance, Code of
Conduct and ethical principles
have been formulated and
disseminated to all employees.
Proper systems and controls
are in place for identification
and redress of grievances
arising as a result of any
unethical practice.

CONFLICT OF INTEREST
AMONG MEMBERS OF
THE BOARD

In order to avoid known or
perceived conflicts of interests,
PEL has employed, in addition
to compliance of regulatory
requirements, a formal Code of
Business Ethics, for formal
disclosure of vested interests if
any.

While all the directors exercise
their due rights of participation
in Board proceedings, which
are generally undertaken
through consensus, concerns
of the Board members on any
agenda point are duly noted in
the minutes of the proceedings
for further evaluation of actual
existence in addition to
quantification of any conflict of
interest before finalization of
any agenda point.

IT GOVERNANCE POLICY

Keeping in view the impact of
information technology on
shareholders' value and returns,
information technology
governance at PEL provides
advice, oversight and
contributes to the overall
strategic decision making by
the management PEL is
focused on implementing the
best and latest IT technologies
and infrastructure to enable

efficient and timely decision
making, in addition to
economizing on the costs
related to operating and
decision making processes.

PEL's IT Governance Model
encompasses:

¢ Strategic planning and
administration of IT
infrastructure including
capital expenditure need
assessment and cost
evaluation.

® Risk management includes
risk identification,
probability, severity, and the
mitigation plan.

® The adoption of new ideas
and techniques to
accelerate the performance
in terms of productivity and
cost control.

* Efficient and economic
delivery of IT services.

® |dentification of key
processes for value
addition.

® Provision of critical reports
and dash boards for
decision making.

WHISTLE BLOWING
POLICY

PEL ensures accountability and
integrity in conduct, by devising
a transparent and effective
whistle blowing mechanism for
sounding of alerts against
deviations from policies,
controls, applicable regulations,
or violation of the code of
professional ethics / conduct.

The Whistle Blowing Policy is
applicable to all employees,
management and the Board
and extends to every individual
associated with the Company
including contractors, suppliers,
business partners and
shareholders etc., who can
participate effectively and in
confidentiality, without fear of
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reprisal or repercussions. The
employees are required to
report concerns directly to
immediate supervisors, except
where, reporting to supervisors
is impracticable, in which case,
the level may be raised to the
senior management.

The purpose of this policy is to
encourage all stakeholders to
raise questions and concerns,
monitor the progress of
resultant inquiries, provide
feedback and where required,
also voice concerns against any
unsatisfactory inquiry or
proceeding.

The Policy covers unethical
conduct, offence, breach of law
or failure to comply with legal
obligations and possible fraud /
corruption. Due emphasis has
also been placed on health,
safety and environmental risks.
Inappropriate or malicious
reporting leading to wrongful
convictions have been
specifically forbidden, with clear
definition of consequences for
the persons making wrongful
accusations.

No material incidence was
reported to the Audit Committee
during the year regarding
improprieties in financial,
operating, legal or other
matters. All minor events
requiring management's
attention were duly addressed
with dissemination of messages
across the Company for
avoidance of such incidents in
the future.

HUMAN RESOURCE
MANAGEMENT POLICY &
SUCCESSION PLANNING

PEL attracts the finest talent for
induction in all functions of the
Company and ensures
provision of a conducive
environment to stimulate
performance, in addition to
market commensurate
remuneration to retain quality
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workforce, and developing and
refining their abilities for
prospective leadership roles.

The Company also ensures
availability of competent
personnel in each department
through a comprehensive
Succession Plan, carried out in
terms of an individual's
potential, qualification, period of
service and professional
attitude amongst other criteria.
The succession policy is
updated periodically in line with
the Company's requirements
and career development
objectives.

SOCIAL AND
ENVIRONMENTAL
RESPONSIBILITY POLICY

PEL is committed to act
responsibly towards the
community and environment for
our mutual benefit as PEL
believes that the success of the
Company emanates from the
development of the community.
Our Social and Environmental
practices have been elaborated
in the section relating to
'‘Corporate Social
Responsibility', with the
following distinct features:

®* Community investment &
welfare schemes

® Rural development
programmes

® Corporate Social
Responsibility

® Environmental protection
measures

® QOccupational health & safety

® Business ethics & anti-
corruption measures

® Consumer protection
measures

® Energy conservation
® Industrial relations

* Employment of special
persons

* National cause donations

® Contribution to National
Exchequer

INVESTORS' GRIEVANCE
POLICY

The Company believes in
allowing full access to all
shareholders including potential
investors, to call for information
or detail on Company
operations, in addition to details
relating to his/her specific
investment, dividend
distribution or circulation of
regulatory publications by the
Company, with endeavours for
prompt provision of information
or resolution of query/grievance
in accordance with the statutory
guidelines.

Investor grievances are
managed centrally by the
Corporate Affairs Department,
through an effective grievance
management mechanism for
handling of investor queries and
complaints, through the
following key measures:

® Increasing the investor's
awareness relating to
modes for filing of queries
handling of investor
grievances in a timely
manner

® Grievances are handled
honestly and in good faith
by PEL employees and
without prejudice

® Any grievances requiring
attention of the
management or the Board
of Directors, are escalated to
the appropriate levels with
full facts of the case, for
judicious settlement of the
grievance

® Investigations are also
carried out to inquire
whether the cause of the
grievance was a weakness
in the system or
negligence/willful act on part
of any employee

® Appropriate remedial action
is taken immediately to
ensure avoidance in the
future.

STAKEHOLDERS'
ENGAGEMENT

The development of sustained
stakeholder relationships is
paramount to the performance
of any company. From short
term assessments to longer
term strategic relationship
building, 'Stakeholders'
Engagement' lies at the core of
our business practices to
promote improved risk
management, compliance with
regulatory and lender
requirements in addition to
overall growth of the Company.

The frequency of engagements
is based on business and
corporate requirements as
specified by the Code of
Corporate Governance,
contractual obligations or on
requirements basis.

Page 32 of the Annual Report
2016 elaborates on the mode of
engagement in addition to the
impact of each of the following
stakeholders on Company's
operations:

® |nstitutional Investors /
Shareholders

¢ (Customers and Suppliers
® Banks and other lenders
®* Media

® Regulators

® Analysts

* Employees

® Local community and
general public

INVESTORS' SECTION ON
PEL WEBSITE

Detailed Company information
regarding financial highlights,
investor information, share
pattern/value and other
requisite



information specified under the
relevant regulations, has been
placed on the corporate
website of the Company,
www.pel.com.pk, which is
updated on regular basis.

POLICY FOR SAFETY OF
RECORDS

The Company has established
a policy for preservation of
records in line with good
governance practice.

These records include books of
account, documentation
pertaining to secretarial, legal,
contractual, taxation and other
matters, which have been
archived where needed, in a
well preserved and secure
manner.

The main objectives this policy
are:

® To ensure that the
Company's records are
created, managed, retained
and disposed off in an
effective and efficient
manner;

® To ensure preservation of
the Company's records of
permanent value to support
both protection of privacy
and freedom of information;

® To ensure that information is
held as long as required to
meet legal, administrative,
operational and other
requirements of the
Company.
These objectives are achieved
through implementation of
access controls, on-site and off-
site backups, determination of
responsibilities for all Company
departments for safeguarding of
their respective records and
implementing mechanism for
reporting of breach of security
or damage of record to the
management.

ISSUES RAISED AT LAST
AGM

No issues were raised at the

last AGM held on April 27, 2015.

TRADING IN SHARES BY
DIRECTORS AND
EXECUTIVES

Details of trading conducted by
directors, executives, their
spouses and minor children in
the shares of PEL during the
year is given on page 76.

REVIEW OF RELATED
PARTY TRANSACTIONS

Details of all related party
transactions are placed before
the Audit Committee and upon
recommendations of the Audit
Committee, the same are
placed before the Board for
review and approval in
accordance with requirements
of the Code of Corporate
Governance.

INTERIM FINANCIAL
REPORTING

Periodic financial statements of
the Company during the year
2016 were circulated to
directors, duly endorsed by the
CEO and the Chief Financial
Officer. Quarterly financial
statements of the Company,
were approved, published and
circulated to shareholders
within one month of closing
date, while half yearly financial
statements were reviewed by
external auditors of the
Company, approved by the

Board, published and circulated

to shareholders within the
permitted time of two months
after the period end.
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AUDITORS

Rahman Sarfaraz Rahim Igbal
Rafig, Chartered Accountants,
have completed the annual
audit of PEL for the year ended
December 31,2016 and have
issued an unqualified report.

They will retire at the conclusion
of the forthcoming AGM, and
being eligible, have offered
themselves for reappointment
for the year ending December
31, 2017.

The Board of Directors on the
suggestion of the Audit
Committee has recommended
their re-appointment as auditors
of the PEL for the year ending
December 31, 2017 at a fee to
be mutually agreed.
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Information Technology

Information Technology has
grown to permeate the business
world, affecting how companies
make and market their products
as well as how people
communicate and accomplish
their jobs. The need for IT
governance has also become
pivotal towards organization
sustenance and growth.

At PEL, IT Governance provides a
framework that is aimed at IT
strategy about IT infrastructure,
risks management, deployment
of new techniques and ideas as
well as delivery of IT services in
an efficient and economical way.

PEL remains focused on
continuous exploration of best
technologies and infrastructure,
to enable efficient and timely
decision making, in addition to
economizing on the cost related
to operating and decision making

REVIEW OF BUSINESS
CONTINUITY AND
DISASTER

RECOVERY PLANNING BY
THE BOARD

PEL has implemented an
effective Disaster Recovery
System, for sustained business
operations in the event of a
disruption or disaster.

Business Continuity Planning

Recognizing the critical
importance of technological
dominance, extreme competition

and sustained/continued business

operations, PEL has undertaken
measures to enhance its capacity
to survive against disruptions/
calamities.

Business Continuity Planning
instills employee satisfaction,
inculcates confidence of
customers as well as investors
inbusiness and helps protect
PEL’s image, brand and
reputation.

Disaster Recovery Planning

As part of BCP, a Disaster
Recovery site (DR) has been
established to further strengthen
the availability of IT/Oracle
services in case of a disaster.

The site hosts backup servers for
shifting of services during a
disaster. A comprehensive set of
policies and procedures,
including responsibilities and
actions to recover computer,
communications and network
environment in the event of an
unexpected interruption, have
been implemented to ensure a
hassle free movement of data
from primary site to DR site.

Safety and security of IT record

Safety and security of IT records
is ensured through effective
implementation of the Company’s
policy for Safety of Records,
which has been elaborated on
page 91.



Technology will not
replace great teachers
but Technology in the
hands of great teachers
can be transformational

-George Couros
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Corporate Social Responsibility

At PEL we pride ourselves in Career Counseling at TCF coaches across the company
aligning our business strategy ~ Schools that developed a strong
to meet societal needs. We coaching culture at PEL.

PEL has always been sensitive
towards educating our youth to
equip them with colors to paint
a brighter future of Pakistan.
Our Partnership with The
Citizens Foundation (TCF) is an
evidence of our keen support
for the cause of education. PEL
made a significant donation to
TCF to fuel the young
generation. We have a legacy of
gladly extending a hand
towards dedicated initiatives

believe in giving something
back to the society because we
care. For us it’'s about more
than just aligning our activities
with our stakeholder’s
expectations whether it’s our
clients, suppliers, the
community, our employees and
society as a whole. We work
hard to minimize environmental
impact to maximize social
development.

Trainings such as Vortex,
Roots and Embracing
Excellence were conducted by
our internal set of trainers. The
aim of these trainings was to
focus on personal development
to meet future challenges and
promote good governance
along with a strong sense of
social responsibility.

Our appliances and power towards education both
division has opened doors to financially and morally. BLOOM
improving lives through has been such an event which

innovation, sustainability and was intended to professionally
adaptability. Through a broad groom fresh grads especially
range of community initiatives,  those who had successfully
charitable giving, foundation completed their internship at
grants and volunteerism, we PEL. BLOOM was designed to
seek to create more value for further add value to their

our society to continue to bring experience by formally

joy in people’s lives. introducing them to the
corporate norms in a dedicated

CORPORATE SOCIAL session.

RESPONSIBILITY

Human Resources
INITIATIVES
In 2016, PEL continued to set

Eid Drive at Fountain House human resource management

. . . as one of its top priorities to
There is nothing as delightful as gnsure continuous success.

spreading smiles through The focus remained on
with an event like Eid-ul-Fitr. At capability building and
House - Home of Happiness beyond the borders of hierarchy

Yo!unteers from the company  employees and to keep the
visited the Fountain house to culture vital, vibrant and united,
distribute snacks and presents  gnsuring that each employee

to over 200 mentally challenged  contributes to the organizational
people. Our volunteers were goal.

totally amazed to see the

Many initiatives were taken for
the professional and personal
development of our Sales team.
Training sessions such as
Fusion were conducted to

unwavering expression of Human Resources played a further p_olish salee_‘. techniques
delight upon receiving their Eidi, Vital role in developing an clrielfeieilers. Weelinlaiss sl et
which was an affectionate effort €ffective learning and sl el Lpealiie

by the generous PEL family. A developing platform. An internal were discussed to diversify our
donation of 2 lac rupees was  Pool of trainers was identified  sales portfolio. This program
made towards the organization ~that continued to conduct WD Cl I i



of Giving”, “Sprint vs.
Marathon”, “Salesman from Hell
and Salesman from Heaven”
and “PEL’s Benevolent Intent”.
During this session we
concluded that PEL is actually
“Providing comfort to the
people of Pakistan” and as
salesmen of this company we
are in real sense “Setting up
our Dealers for Success”.

Management and Internal
Networking.

Recruitment, Training and
Development have been
particularly important over this
year to support the company’s
strong employee intake. Various
steps were taken to attract the
right kind of employee pool and
providing them with best
opportunities to learn. Below
are some of the highlights of
this year:

453 internships were offered.

6 career counseling and soft
skills training sessions were

conducted for students,

For developing behavioral
competencies a training session
“Infinity” was organized. Two
day training session was held.
Nine key managerial
competencies were brushed
upon including: Planning,
Implementing, Decision
Making & Problem Solving,
Monitoring & Controlling,
Team Leadership &
Development, Human
Resource Management,
Disciplining, Conflict

interns anc

5 universities were targeted
for Job Fairs.

37 on and off job trainings
were conducted company
wide.

On average 75 employees
were trained on a monthly
basis under apprenticeship
programs.
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Pak Elektron Limited (PEL)
highly endorses the idea of
women empowerment with
equality of rights and
opportunity. To reinforce its
‘Pledge for Parity’ and to
acknowledge the working
women’s efforts and
accomplishments, PEL
maintained its tradition of
celebrating International
Women’s Day this year. The
idea was to empower women
and motivate them to be an
even better version of
themselves. Motivational
speakers were invited to give an
insight on their successes and

ow females at PEL can relate
to their experiences and
milestones. The guest speakers
included Ms Anum Nawaz,
Cofounder and Initiator at My
Voice Unheard, Manager
Curriculum & Product
Development at Rabtt and
Facilitator at Youth Social
Entrepreneurship Program; Ms
Abeer Naseem, a psychologist,
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CEO and Founder at Skills; Ms
Sadia Hameed from Pakistan
Society of Training and
Development; Ms Zoya Ishaq,
Project Director at SHE; and an
internal speaker, Ms Natasha
Azam, Creative Designer at
Marketing Department of PEL.
The worthy speakers reinforced
the idea of self-empowerment,
and highly emphasized the
significance of persistence in
life.

Leadership at PEL greatly
appreciates the talent and
potential of Pakistani women
and entrusts them with bringing
a positive change in the culture
and future of the organization.
Participation in women@work
survey is a manifestation of the
same ardor. We are committed
to improve gender diversity and
to make PEL a dream
workplace which symbolizes a
conducive work environment,
work life balance, success and
growth in the nearest future and
we are enthusiastic to go an
extra mile to achieve that.

An Employee Engagement
programme “Stronger
Together” was designed to
bridge communication gap and
promote team work. Many team
building exercises were put
together to build team synergy,
analytical and problem solving
skills among employees. The
idea was to improve inter and
intra departmental processes by
helping employees bond and
understand how they can
contribute to the organizational
goal.

ENERGY CONSERVATION

PEL recognizes the importance
of efficient use of limited energy
resources and responsible use
of energy resources remains a
priority at PEL.

PEL has also developed an
Energy Information System to
help identity energy losses at
PEL's production units and
those associated with PEL's
products. The system helps
addressing abnormalities in the
system and enables PEL to
defined benchmarks for energy
consumption per product
thereby improving energy
consumption at PEL's
production units.

ENVIRONMENTAL
PROTECTION MEASURES

PEL launched “Pel Se Zindagi”,
an on ground activation that
resulted in the installation of
refrigerator like water
dispensers that provided cool
and clean drinking water to the
underprivileged community of
Lahore. These water dispensers
were placed in parks where
people rest under the cool
shade of the tree, at railway
stations, near government
hospitals and in marketplaces
where most people travel back
and forth by foot.

A noble and encouraging
initiative, “Pel Se Zindagi” not
only involved in spreading
awareness about the
importance of clean water but
also instilled a desire among
people to perform their own
acts of kindness. People were
inspired to take a step forward
towards making a difference.
They were encouraged to post
their stories or accounts of their
good deeds in order build a
united community based on
charity.

MITIGATING THE
ADVERSE IMPACT OF
INDUSTRIAL EFFLUENTS

There are no industrial effluents
at PEL's plants that might

adversely impact the
environment.

COMMUNITY INVESTMENT
& WELFARE

Keeping in perspective the
need for motivational packages,
PEL has introduced an
innovative form of
compensation to its employees.
On an annual basis, Lucky
Draw is held for all the
employees of PEL who have
been with the company for a
minimum duration of five years.

Ten lucky individuals are
selected to perform the noble
cause of Hajj and their entire
expenses in this regard are
borne by PEL.

CONSUMER PROTECTION
MEASURES

The requirement for protection
of consumer rights and interests
is greatly valued at PEL. For
this, an effective system has
been put in place to ensure the
consumer interests are
safeguarded.

Our extensive dealer network
ensures that our products are
available throughout the
country. Well trained officers
employed at established and
strategically located regional
offices handle customers
complaints and simultaneously
provide guidance to
consumers. Customers are
provided business related
information regularly so that
they remain abreast with latest
products. Regular customer
satisfaction surveys are
conducted to gain customer
feedback.



Annual Report | 2016 97

Business has a
Responsibility

to give back to the
Community.
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PRODUCT QUALITY
ASSURANCE PROCEDURES

PEL continues to be a quality
conscious manufacturer with
quality checks at incoming, in-
process and final stages.

The Company has implemented
an extensive and effective
quality assurance system for its
products, as detailed in ‘Market
Overview’ section.

INDUSTRIAL RELATIONS

PEL recognizes importance of
good and positive relations with
its employees and has put in
place an effective system to
ensure that a mutual beneficial
relationship is maintained.
Salient features of this system
include providing conducing
working environment,
appropriate pay packages,
rewards for performance with
discrimination and special
incentives for maintenance of
industrial peace.

EMPLOYMENT OF
SPECIAL PERSONS

PEL considers it a social and
moral responsibility to
accommodate special persons
and ensure that there are ample
opportunities for their hiring and
retention.

Special efforts are made for
training and development of
special persons to enable them
to compete with others and to
provide equal incentives for
career growth and development
without discrimination.

OCCUPATIONAL HEALTH
AND SAFETY

Employee safety is an integral
part of PEL’s agenda. PEL
heavily relies on Quality and
Safety policy, strict and
stringent safety policies have

been put in place for workers to
avoid the risk of an accident
and ensure maximum safety of
employees. PEL over the year
has implemented initiatives to
promote awareness, training
and communication targeting all
employees. 46 technical and
non technical trainings were
conducted companywide for
workers.

Three water filtration plants are
installed in the company in
compliance with World Health
Organization (WHQO) & National
Environmental Quality
Standards to provide clean
drinking water to its employees.

BUSINESS ETHICS AND
ANTI-CORRUPTION
MEASURES

PEL’s Legal & Compliance
Department organized a Code
of Conduct briefing session in
July 2016. An awareness drive
was set up. The session was
specially conducted for the
Department Heads and the
General Managers; primary
goal was to increase the
participants’ understanding of
the company’s Code of
Conduct and to gain their
valuable feedback. Emphasis
was on the importance of the
Code and its implementation as
an imperative measure for the
legal and compliance
procedures to be
commensurate with the
company’s growth. It is the
policy of PEL to comply with all
applicable laws, regulations and
corporate ethical standards in
the conduct of its business.

NATIONAL CAUSE
DONATIONS
PEL makes generous donations

for national cause on a regular
basis.

CONTRIBUTION TO
NATIONAL EXCHEQUER

During the year 2016, PEL
contributed Rs. 4,007 million to
national exchequer in the form
of government levies.

RURAL DEVELOPMENT
PROGRAMS

PEL has undertaken
establishing a girls' school near
Luliani in coordination with a
charitable trust by the name of
Care Foundation. This will be
followed by establishing more
schools in other rural areas of
the country.
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Rupees in thousands

Wealth Generated

Contract Revenue 901,766 2.97% 1,965,455 6.92%
Sale of Goods 29,426,345 96.91% 26,398,744 92.95%
Other income 37,620 0.12% 35,868 0.13%
Total Wealth Generated 30,365,731 100.00% 28,400,067 100.00%
Wealth Distributed
Cost of sales 17,334,861 57.09% 16,026,136 56.43%
Employees remuneration and benefites 1,198,212 3.95% 1,644,484 5.79%
Operating expenses 1,814,765 5.98% 1,699,337 5.98%
Depreciation and Amortization 849,856 2.80% 745,429 2.62%
Finance cost 1,491,333 4.91% 1,660,430 5.85%
Government levies 4,006,764 13.20% 3,744,230 13.18%
Dividends to shareholders 622,102 2.05% 497,682 1.75%
Retained in business 3,047,838 10.04% 2,382,339 8.39%
Total Wealth Distributed 30,365,731 100.00% 28,400,067 100.00%
10%
oo B Cost of sales
\ B Employees remuneration and benefits
13% B Operating expenses
B Depreciation and Amortization
B Finance cost
% — 57%
% , B Government levies
8% ' = Dividends to shareholders
6% [ Retained in business
4%
8%
2% B Cost of sales
\ B Employees remuneration and benefits
13%
B Operating expenses
B Depreciation and Amortization
6% — 56% B Finance cost
39% , B Government levies
6% = Dividends to shareholders
I Retained in business

6%
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Forward Looking Statement

Pakistan's economic growth
outlook is estimated to remain on
track, while crossing 5% in
FY2016-17 motivated by low
commodity prices, rising
infrastructure expenditure and
gradually improved security
situation. While sustained efforts
have been made with relative
success to accomplish economic
reforms planning including Vision
2025 has boost up the investor
confidence.

Legislative/fiscal reforms,
provision of viable energy
solutions and competitiveness of
the private sector along with
manpower development at the
international level, remain the key
areas where the focus of the
reforms agenda needs to be
maintained. The country's
population is expected to double
by 2050, major investment in
population especially youth
needs to be undertaken.
Infrastructure, energy,
appliances, utilities, Health,
education, social awareness,
women empowerment and
nutrition are key areas where
investment can augment future
growth prospects. Provision of
cost efficient and green sources
of energy, water and security are
entwined factors of production
necessary for enhancing the
country's overall competitiveness.

Pakistan's economy can harness
the positive potential of Chinese
flows resulting from China
Pakistan Economic Corridor
(CPEC), multi-billion
infrastructure development
projects focusing on uplift of
power sector, industrial parks
and economic zones; to raise
living standards and share
prosperity while mitigating the
associated risks and challenges
being posed to the protection of
domestic industry.

Hence the improvement in
macroeconomic indicators
coupled with growing consumer
prosperity, corroborates
management's conviction that
appliances business shall grow in
the future. Home Appliances
penetration will grow with growth
in per capita income and rapidly
growing urbanization. Appliance
division is not only growing
market share of its existing
products but also aims to expand
its product range. The division is
also actively focusing on
consumer needs with improved
product quality, aesthetics, brand
equity and after sale service.

Tangible outcomes of
Government's initiatives in the
energy sector can be seen at
canvas. In light of recent energy
deals signed, policies for IPPs
and above all, CPEC will create a
pool of opportunities for PEL's
power products and your
Company is well positioned to
grab these opportunities. The
Company is also actively
supporting Government's efforts
to overcome the energy crises by
offering related and improved
products as per the
Government's requirement. EPC
Division is also on a growth track
due to the increase in upgrading
of grid stations and housing
Sector schemes development.

Company is well positioned to
Capitalize its Brand equity and
Performance with WPDA
Distribution Companies in the
emerging CPEC Scenario. Per
Capita Income is likely grow in
future years due to growing
Macro Economic Indicators and
PEL Brand market penetration at
a large will Support growth
perspective in Home Appliances
Division. Your Company apart
from widening Product range is
launching an aggressive
Marketing Campaign to Promote
PEL Brand.

ANALYSIS OF PREVIOUS
YEAR'S FORWARD
LOOKING STATEMENT

Growth Revival at Macro level

The revival of growth started in

FY14 kept accelerating in FY16
as well. Government initiative of
CPEC has further facilitated this
revival.

Growth in appliances business

Growth in appliances business
clearly evidenced the conviction
of management in FY15 for this
division. Hence in the year under
review we achieved 29% growth
in this division.

Introduction of new products

By the grace of ALMIGHTY we
are able to add new product i.e.
Washing machine and Water
dispenser in Appliances division
and Green transforms in Power
division.

One step ahead in After Sale
Services

PEL has focused on after sales
service by introducing the SMS
and Call facility for the
consumers of Appliances
division.

Grabbing the opportunities

Thorough above measures PEL
has been able to grab the
opportunities created through
Government initiatives to cope
with the energy crisis, CPEC
initiative and policies for IPPs.

Growth in EPC

EPC division also achieved
growth and in housing sector
schemes and upgradation of grid
stations.

M. Murad Saigol
Chief Executive Officer

Lahore
March 15, 2017
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S.M. SUHAIL & CO.

nts
Chartered Accounta 1014, Uni Centre,

I.I. Chundrigar Road,

Karachi, Pakistan.

Phones : 021-32414057
: 021-32414163

Fax : 021-32416288

E-mail : sms@smsco.pk
mfsandco
@cyber.net.pk

URL : www.smsco.pk

CERTIFICATE ON SHARIAH COMPLIANCE REVIEW

Itis hereby certified that M/s Pak Elektron Limited (PEL) is a Shariah Compliant Company
ason December 31, 2016 and the business activities for the year then ended, as per the
relevantinformation provided to us and to the best of ourknowledge and belief.

We have reviewed the Company’s financial affairs on the basis of Shariah principles
and have placed reliance on the Certificate issued by the Mufti Zeeshan Abdul Aziz -
Head of Shariah Advisory Division of S.M. Suhail & Co., Chartered Accountants.

Our Shariah Scholar has performed tests as per the criteria mentioned in KSE Meezan
Index (KMI) that are required for a company to be Shariah Compliant Company, and
accordingly the financial affairs of the Company as reflected in the Financial
Statements for the year ended December 31, 2016 were screened and filtered in the
following parameters and found them to be satisfactory.

Shariah Screening Filters

- Core business of the Company is Shariah Compliant.

- Interest bearing debt to total assetsisless than 37%.

- Non-Shariah compliantinvestments to total assetsisless than 33%.
- Non-Shariah compliantincome to totalrevenue s less than 5%.

- Non-liquid assets to total assetsis atleast 25%.

- Market price equalto or greater than the netliquid asset pershare.

This certificate is issued on the request of the Company and we confirm that the M/s
Pak Elektron Limited is a Shariah Compliant Company.

S M .S W -
S. M.Suhail & Co.,
Chartered Accountants,
Karachi.

Our Ref: SMS-A-3042017
Date: March 24, 2017

global

leading edge alliance
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March 25, 2017
Ref: SA-2017/015
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Shari’ah Compliance Certificate

As recognized Shariah Scholar, I confirm that I have performed the screening of PAK ELEKTRON LIMITED
(PEL) for Shariah Compliance using the following criteria:

1. Business of The Investee Company

Core business of the company is Halal and in line with the dictates of Shariah.

2. Debtto Total Assets

Debt to Assetratio is less than 37%. Debt, in this case, is classified as any interest bearing debts.

3. Non-Compliant Investments To Total Assets

The ratio of non-compliant investments to total assets is less than 33%. Investment in any non-compliant security
was included for the calculation of this ratio.

4. Non-Compliant Income To Total Revenue-Purification of Non-Compliant Income

The ratio of non-compliant income to total revenue is less than 5%. Total revenue includes Gross revenue plus
any other income earned by the company.

5. Illiquid Assets To Total Assets

The ratio of illiquid assets to total assets is at least 25%. Illiquid asset, here, is defined as any asset that that
Shariah permits to be traded at value other than the par.

6. NetLiquidAssets To Share Price

The market price per share is greater than the net liquid assets per share calculated as: (Total Assets - Illiquid
Assets-Total Liabilities) divided by number of shares.

Based on the abovementioned criteria I found the Company as Shariah Compliant, according to the

financial statements of the company for the year ended Dec 2016. Therefore I hereby certify that the
company PAK ELEKTRON LIMITED (PEL) is Shariah Compliant for capital investment.

< gpally rdﬁ\ (Al i)

.

Mufti Zeeshan Abdul Aziz
Shariah Advisor
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Statement of Compliance

with best practices of the Code of Corporate Governance

This statement is being presented to comply with
the Code of Corporate Governance (CCGQG)
contained in Clause 5.19 under Rule Book of
Pakistan Stock Exchange Limited for the purpose
of establishing a framework of good governance,
whereby a listed company is managed in
compliance with the best of practices of corporate
governance.

Pak Elektron Limited (“The Company”) has
applied the principles contained in the Code of
Corporate Governance (CCG) in the following
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:
Independent Director Mr. Asad Ullah Khawaja
Executive Directors Mr. M. Murad Saigol

Mr. M. Zeid Yousuf Saigol
Syed Manzar Hassan

Non-Executive Directors Mr. M. Naseem Saigol
Mr. M. Azam Saigol
Sheikh Muhammad Shakeel
Mr. Wajahat A. Bagai
Mr. Usman Shahid
Mirza Babur Baig
Mr. Khalid Siddiq Tirmizey

The independent director meets the criteria
of independence under clause 5.19.1 (b) of
the CCG.

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

3. All the resident directors of the Company are
registered as taxpayers and none of them
has defaulted in payment of any loan to a
banking company, a DFI or an NBFI or, being
a member of a stock exchange, has been
declared as a defaulter by that stock
exchange.

4. Casual vacancies occurred in the Board upto
March 31, 2016 was filled up by the Board of
Directors.

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

6.

10.

11.

12.

13.

14.

15.

16.

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 along with the dates on which they
were approved or amended has been
maintained.

All the powers of the Board have been duly
exercised and decisions on material
transactions including appointment and
determination of remuneration and terms and
conditions of employment of the CEO, other
executive and non-executive directors, have
been taken by the Board/shareholders.

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, were circulated at least seven days
before the meetings. The minutes of the
meetings were appropriately recorded and
circulated.

One training program for its directors by the
board arranged during the year.

The Board has approved appointment of
CFO, Company Secretary and Head of
Internal Audit, including their remuneration
and terms and conditions of employment.

The Director's report for this year has been
prepared in compliance with the
requirements of the CCG and fully describes
the salient matters required to be disclosed.

Financial statements of the company were
duly endorsed by CEO and CFO before
approval of the Board.

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

The Company has complied with all the
corporate and financial reporting
requirements of the CCG.

The Board has formed an audit committee. It
comprises of 4 members, of whom 3 are
non-executive directors and the chairman of
the committee is an independent director.

The meetings of the audit committee were
held at least once every quarter prior to



17.

18.

19.

20.

approval of interim and final results of the
Company as required by the CCG. The terms
of reference of the committee have been
formed and advised to the committee for
compliance.

The Board has formed an HR and
remuneration committee. It comprises 4
members, of whom 3 are non-executive
directors and the chairman of the committee
is a non-executive director.

The board has set up an effective internal
audit function 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 ICAP, that they or any
of the partner 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 (IFAC) guidelines
on code of ethics as adopted by ICAP.

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 guidelines in this regards.

21.

22.

23.

24,
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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
directors, employees and stock exchange(s).

Material/price sensitive information has been
disseminated among all market participants
at once through stock exchange(s).

The company has complied with the
requirements relating to maintenance of
register of persons having access to inside
information by designated senior
management officer in a timely manner and
maintained proper record including basis for
inclusion or exclusion of names of persons
from the said list.

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

M. Murad Saigol
Chief Executive Officer

Lahore:
March 15, 2017
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Audit Committee’s Report

on compliance with the Code of Corporate Governance

The Committee comprises of members
possessing considerable financial insight. The
Audit committee has concluded its annual review
of the conduct and operations of the Company
during 2016, and report that:

The Company has issued a "Statement of
Compliance with the Code of Corporate
Governance which has also been reviewed
and certified by the External Auditors of the
Company.

Understanding and compliance with Company
codes and policies has been affirmed by the
members of the Board, the Management and
employees of the Company individually.
Equitable treatment of shareholders has also
been ensured.

Appropriate accounting policies have been
consistently applied. All applicable Approved
Accounting Standards were followed in
preparation of financial statements of the
Company on a going concern basis, for the
financial year ended December 31, 2016,
which present fairly the state of affairs, results
of operations, profits, cash flows and changes
in equity of the Company.

The Chief Executive and the Chief Financial
Officer have endorsed the financial statements
of the Company. They acknowledge their
responsibility for true and fair presentation of
the Company's financial condition and results,
compliance with regulations and applicable
accounting standards and establishment and
maintenance of internal controls and systems
of the Company.

Accounting estimates are based on
reasonable and prudent judgment. Proper and
adequate accounting records have been
maintained by the Company in accordance
with the Companies Ordinance, 1984. The
financial statements comply with the
requirements of the Fourth Schedule to the
Companies Ordinance, 1984 and the external
reporting is consistent with Management
processes and adequate for shareholder
needs.

All Directors have access to the Company
Secretary. All direct or indirect trading and
holdings of Company's shares by Directors
and executives or their spouses were notified
in writing to the Company Secretary along with
the all the necessary require information,
including price, number of shares, form of

share certificates and nature of transaction,
which were notified by the Secretary to the
Board within the stipulated time. All such
holdings have been disclosed in the pattern of
shareholding. The Annual Secretarial
Compliance Certificates are being filed
regularly within stipulated time.

Closed periods were duly determined and
announced by the Company, precluding the
Directors, the Chief Executive and executives
of the Company from dealing in Company's
shares, prior to each Board meeting involving
announcement of interim / final results,
distribution to shareholders or any other
business decision, which could materially
affect the share market price of Company,
along with maintenance of confidentiality of all
business information.

Internal Audit

The internal control framework has been
effectively implemented through an Internal
Audit function established by the Board which
is independent of the External Auditors of the
Company.

The Company's system of internal control is
sound in design and has been continually
evaluated for effectiveness and adequacy.

The Audit Committee has ensured the
achievement of operational, compliance, risk
management and financial reporting
objectives and safeguarding of the assets of
the Company and the shareholders wealth at
all levels within the Company.

The Internal Audit function has carried out its
duties under the charter defined by the
Committee. The Committee has reviewed
material Internal Audit findings, taking
appropriate action or bringing the matters to
the Board's attention where required.

The Head of Internal Audit has direct access to
the Chairman of the Audit Committee and the
Committee has ensured staffing of personnel
with sufficient internal audit insight and that the
function has all necessary access to
Management and the right to seek information
and explanations.

Coordination between the External and
Internal Auditors was facilitated to ensure
efficiency and contribution to the Company's
objectives, including a reliable financial
reporting system and compliance with laws
and regulations.



External Auditors

The statutory Auditors of the Company,
Rahman Sarfaraz Rahim Igbal Rafiq, Chartered
Accountants, have completed their Audit of the
Company's financial statements and the their
Review of the Company's Compliance with the
Code of Corporate Governance for the
financial year ended December 31, 2016 and
shall retire on the conclusion of the 61st
Annual General Meeting.

The Audit Committee has reviewed and
discussed Audit observations and Draft Audit
Management Letter with the External Auditors.
Final Management Letter is required to be
submitted within 45 days of the date of the
Auditors' Report on financial statements under
the listing regulations and shall accordingly be
discussed in the next Audit Committee
Meeting. Audit observations for interim review
were also discussed with the Auditors.

The Auditors have been allowed direct access
to the Committee and the effectiveness,
independence and objectivity of the Auditors
has thereby been ensured. The Auditors
attended the General Meetings of the
Company during the year and have confirmed
attendance of the 61st Annual General
Meeting scheduled for April 24, 2017 and have
indicated their willingness to continue as
Auditors.
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Being eligible for reappointment as Auditors of
the Company, the Audit Committee has
recommended the appointment of Rahman
Sarfaraz Rahim Igbal Rafig, Chartered
Accountants as External Auditors of the
Company for the year ending December 31,
2017.

The Firm has no financial or other relationship
of any kind with the Company except that of
External Auditors.

Asad Ullah Khawaja
Chairman - Audit Committee

Lahore:
March 15, 2017
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Review Report to the Members

on the Statement of Compliance with best practices of the
Code of Corporate Governance

We have reviewed the enclosed Statement of Compliance with the best practices contained in the Code
of Corporate Governance (the Code") prepared by the Board of Directors of PAK ELEKTRON LIMITED
for the year ended December 31, 2016 to comply with the requirements of Regulation No 5.19 of the
Rule Book of Pakistan Stock Exchange Limited where the Company is listed.

The responsibility for compliance with the Code is that of the Board of Directors of the Company. Our
responsibility is to 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 and 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 documents
prepared by the Company to comply with the Code.

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 Code requires 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 distinguishing between transactions carried out on terms equivalent to those that prevail in
arm's length 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's length price or
not.

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 best
practices contained in the Code as applicable to the Company for the year ended December 31, 2016.

RAHMAN SARFARAZ RAHIM IQBAL RAFIQ
Chartered Accountants

Engagement Partner: ZUBAIR IRFAN MALIK
Lahore: March 15, 2017
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AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed consolidated financial statements comprising consolidated balance sheet of
PAK ELEKTRON LIMITED ("the Parent Company") and its subsidiary Company PEL Marketing (Private)
Limited as at December 31, 2016 and the related consolidated profit and loss account/statement of
comprehensive income, consolidated cash flow statement and consolidated statement of changes in equity
together with the notes forming part thereof (‘consolidated financial statements'), for the year then ended. We
have also expressed separate opinion on the financial statements of Pak Elektron Limited and its subsidiary
company namely PEL Marketing (Private) Limited for the year ended December 31, 2016. These
consolidated financial statements are the responsibility of the Parent Company's management. Our
responsibility is to express our opinion on these consolidated financial statements based on our audit.

We conducted our audit in accordance with International Standards on Auditing and accordingly included
such test of accounting records and such other auditing procedures as we considered necessary in the
circumstances.

In our opinion, the consolidated financial statements present fairly the financial position of Pak Elektron
Limited and its subsidiary company as at December 31, 2016 and the results of its operations for the year
then ended.

RAHMAN SARFARAZ RAHIM IQBAL RAFIQ
Chartered Accountants

Engagement Partner: ZUBAIR IRFAN MALIK
Lahore: March 15,2017
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CONSOLIDATED BALANCE SHEET

as at December 31, 2016

Note 2016 2015

Rupees '000 Rupees '000
EQUITY AND LIABILITIES

SHARE CAPITAL AND RESERVES

Authorized capital 6 6,000,000 6,000,000
Issued, subscribed and paid-up capital 7 5,426,392 4,431,029
Capital reserve 8 4,279,947 1,293,858
Accumulated profit 11,134,131 7,891,437
TOTAL EQUITY 20,840,470 13,616,324
ADVANCES AGAINST ISSUE OF ORDINARY SHARES 9 - 1,575,252
SURPLUS ON REVALUATION OF PROPERTY, PLANT AND EQUIPMENT 10 4,670,762 4,804,200
LIABILITIES

NON-CURRENT LIABILITIES

Redeemable capital - secured 11 3,151,594 3,879,209
Long term finances -secured 12 1,406,092 2,186,511
Liabilities against assets subject to finance lease 13 46,384 61,349
Deferred taxation 14 2,326,193 2,261,892
Deferred income 15 40,755 42,900

6,971,018 8,431,861

CURRENT LIABILITIES

Trade and other payables 16 915,100 815,179
Accrued interest/markup 159,422 260,904
Short term borrowings 17 4,981,662 4,668,901
Current portion of non-current liabilities 18 1,788,450 1,976,655
7,844,634 7,721,639
TOTAL LIABILITIES 14,815,652 16,153,500
CONTINGENCIES AND COMMITMENTS 19
TOTAL EQUITY AND LIABILITIES 40,326,884 36,149,276

The annexed notes from 1 to 59 form an integral part of these financial statements.

M. MURAD SAIGOL
Chief Executive Officer
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Note 2016 2015
Rupees '000 Rupees '000
ASSETS
NON-CURRENT ASSETS
Property, plant and equipment 20 16,442,378 15,509,612
Intangible assets 21 323,656 338,321
Long term investments 22 26,341 8,906
Long term deposits 23 266,353 289,784
Long term advances 24 1,008,799 571,991
18,067,527 16,718,614
CURRENT ASSETS
Stores, spares and loose tools 25 812,915 793,379
Stock in trade 26 7,845,800 6,181,986
Trade debts 27 8,433,424 7,700,373
Due against construction work in progress -unsecured, considered good 28 1,127,996 1,023,647
Short term advances 29 954,881 913,881
Short term deposits and prepayments 30 1,258,874 1,331,229
Other receivables 480,244 390,118
Short term investments 31 23,106 85,524
Advance income tax 32 769,907 432,838
Cash and bank balances 33 552,210 577,687
22,259,357 19,430,662
TOTAL ASSETS 40,326,884 36,149,276

The annexed notes from 1 to 59 form an integral part of these financial statements.

SYED MANZAR HASSAN

Director
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CONSOLIDATED PROFIT AND LOSS ACCOUNT/STATEMENT OF COMPREHENSIVE INCOME

for the year ended December 31, 2016

Note 2016 2015
Rupees '000 Rupees '000
Revenue 34 34,123,972 29,323,348
Sales tax and discount 34 (7,289,655) (4,201,081)
Revenue - net 26,834,317 25,122,267
Cost of sales 35 (18,550,387) (17,688,038)
Gross profit 8,283,930 7,434,229
Other income 36 37,311 35,868
Distribution cost 37 (1,627,796) (1,331,075)
Administrative and general expenses 38 (884,095) (758,487)
Other expenses 39 (193,714) (187,582)
(2,705,605) (2,277,144)
Operating profit 5,615,636 5,192,953
Finance cost 40 (1,496,503) (1,665,305)
4,119,133 3,527,648
Share of profit/(loss) of associate 22.1.1 309 (13,485)
Profit before taxation 4,119,442 3,514,163
Taxation 41 (449,502) (634,142)
Profit after taxation 3,669,940 2,880,021
Other comprehensive income - -
Total comprehensive income 3,669,940 2,880,021
Earnings per share - basic and diluted 42 7.51 6.61

The annexed notes from 1 to 59 form an integral part of these financial statements.

M. MURAD SAIGOL SYED MANZAR HASSAN
Chief Executive Officer Director
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CONSOLIDATED CASH FLOW STATEMENT

for the year ended December 31, 2016

Note 2016 2015
Rupees '000 Rupees '000

CASH FLOW FROM OPERATING ACTIVITIES
Cash generated from operations 43 3,886,976 4,184,062

Payments for:

Interest/markup on borrowings (1,203,480) (1,682,503)
Income tax (660,852) (436,978)
Net cash generated from operating activities 2,022,644 2,064,581

CASH FLOW FROM INVESTING ACTIVITIES

Purchase of property, plant and equipment (1,730,712) (1,878,365)
Proceeds from disposal of property, plant and equipment 37,716 125,949
Long term deposits made - (96,976)
Long term deposits refunded 23,431 -
Long term advances made (861,199) (688,000)
Long term advances recovered 110,000 -
Proceeds from disposal of short term investments 64,776 -
Net cash used in investing activities (2,355,988) (2,537,392)

CASH FLOW FROM FINANCING ACTIVITIES

Proceeds from issue of right ordinary shares 2,406,200 -
Advances against issue of ordinary shares - 1,675,252
Redemption of redeemable capital (1,003,597) (674,491)
Long term finances obtained 58,068 2,062,633
Repayment of long term finances (746,309) (2,147,266)
Proceeds from sale and lease back activities 4,434 52,068
Repayment of liabilities against assets subject to finance lease (104,200) (89,847)
Net increase in short term borrowings 312,761 425,640
Dividend paid (619,490) (493,577)
Net cash generated from financing activities 307,867 710,412
NET (DECREASE)/INCREASE IN CASH AND CASH EQUIVALENTS (25,477) 237,601
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE YEAR 577,687 340,086
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 44 552,210 577,687

The annexed notes from 1 to 59 form an integral part of these financial statements.

M. MURAD SAIGOL SYED MANZAR HASSAN
Chief Executive Officer Director
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

for the year ended December 31, 2016

Issued
subscribed and Capital Accumulated Total
Note paid-up capital reserve profit equity

Rupees '000 Rupees '000 Rupees '000 Rupees '000
Balance as at January 01, 2015 4,431,029 1,293,858 5,301,554 11,026,441

Comprehensive income

Profit after taxation - - 2,880,021 2,880,021
Other comprehensive income - - - -
Total comprehensive income - - 2,880,021 2,880,021
Incremental depreciation 10 - - 207,544 207,544

Transaction with owners

Interim dividend on ordinary shares

@ Rs. 1.25 per share - - (497,682) (497,682)
Balance as at December 31, 2015 4,431,029 1,293,858 7,891,437 13,616,324
Balance as at January 01, 2016 4,431,029 1,293,858 7,891,437 13,616,324

Comprehensive income

Profit after taxation - - 3,669,940 3,669,940
Other comprehensive income - - - -
Total comprehensive income - - 3,669,940 3,669,940
Incremental depreciation 10 - - 194,856 194,856

Transaction with owners

Issue of right ordinary shares 995,363 2,986,089 - 3,981,452
Interim dividend on ordinary shares

@ Rs. 1.25 per share - - (622,102) (622,102)

995,363 2,986,089 (622,102) 3,359,350

Balance as at December 31, 2016 5,426,392 4,279,947 11,134,131 20,840,470

The annexed notes from 1 to 59 form an integral part of these financial statements.

M. MURAD SAIGOL SYED MANZAR HASSAN
Chief Executive Officer Director
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NOTES TO AND FORMING PART OF CONSOLIDATED FINANCIAL STATEMENTS

for the year ended December 31, 2016

1.1

1.2

2.1

2.2

2.3

REPORTING ENTITY
The Group comprises of the following;

Parent Company

Pak Elektron Limited
Subsidiary Company

PEL Marketing (Private) Limited

Pak Elektron Limited - Parent Company

Pak Elektron Limited (the Parent Company' or 'PEL') was incorporated in Pakistan on March 03, 1956 as a Public Limited
Company under the Companies Act, 1913 (replaced by the Companies Ordinance, 1984). Registered office of PEL is situated
at 17 - Aziz Avenue, Canal Bank, Gulberg - V, Lahore. PEL is currently listed on Pakistan Stock Exchange Limited. The principal
activity of PEL is manufacturing and sale of electrical capital goods and domestic appliances.

PEL is currently organized into two main operating divisions - Power Division and Appliances Division. PEL's activities are as
follows:

Power Division: Manufacturing and distribution of transformers, switchgears, energy meters, power transformers,
construction of grid stations and electrification works.

Appliances Division: Manufacturing, assembling and distribution of refrigerators, deep freezers, air conditioners, microwave
ovens, washing machines and other home appliances.

PEL Marketing (Private) Limited - Subsidiary Company

PEL Marketing (Private) Limited (‘the Subsidiary Company' or 'PMPL') was incorporated in Pakistan on August 11, 2011 as a
Private Limited Company under the Companies Ordinance, 1984. Registered office of PMPL is situated at 17 - Aziz Avenue,
Canal Bank, Gulberg -V, Lahore. The principal activity of PMPL is sale of electrical capital goods and domestic appliances.

BASIS OF PREPARATION
Consolidated financial statements

These financial statements are the consolidated financial statements of the Group comprising Pak Elektron Limited, the Parent
Company and PEL Marketing (Private) Limited, the Subsidiary Company.

Aparentis an entity that has one or more subsidiaries.

A subsidiary is an entity in which the Parent Company directly or indirectly controls, beneficially owns or holds more than fifty
percent of the voting securities or otherwise has the power to elect and/or appoint more than fifty percent of its directors. The
existence and effect of potential voting rights that are currently exercisable or convertible are considered when assessing
whether the Group controls another entity.

The assets and liabilities of the Subsidiary Company have been consolidated on a line by line basis and the carrying value of
investment is eliminated against the Parent Company's share in the net assets of the Subsidiary Company.

Inter-company transactions, balances and unrealized gains/losses on transactions between the Parent and Subsidiary have
been eliminated. Accounting policies of the Subsidiary Company are same as those of the Parent Company to ensure
consistency in accounting treatments of like transactions.

Statement of compliance

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

Basis of measurement

These consolidated financial statements have been prepared under the historical cost convention except for certain items of
property, plant and equipment at revalued amounts, certain assets at recoverable amounts, monetary assets and liabilities
denominated in foreign currency measured at spot exchange rates and certain financial instruments measured at fair
value/amortized cost. In these financial statements, except for the amounts reflected in the cash flow statement, all
transactions have been accounted for on accrual basis.
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Pak Elektron Limited

Judgments, estimates and assumptions

The preparation of financial statements requires management to make judgements, estimates and assumptions that affect the
application of accounting policies and the reported amounts of assets, liabilities, income and expenses. The estimates and
associated assumptions and judgements are based on historical experience and various other factors that are believed to be
reasonable under the circumstances, the result of which forms the basis of making judgements about carrying values of assets
and liabilities that are not readily apparent from other sources. Subsequently, actual results may differ from these estimates.
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized
in the period in which the estimate is revised and in any future periods affected. Judgments made by management in the
application of approved accounting standards that have significant effect on the financial statements and estimates with a risk
of material adjustmentin subsequent years are as follows:

Depreciation method, rates and useful lives of property, plant and equipment (see note 5.1.1)

The Group reassesses useful lives, depreciation method and rates for each item of property, plant and equipment annually by
considering expected pattern of economic benefits that the Group expects to derive from that item.

Amortization method, rates and useful lives of intangible assets (see note 5.2)

The Group reassesses useful lives, amortization method and rates for each intangible asset annually by considering expected
pattern of economic benefits that the Group expects to derive from that asset.

Recoverable amount and impairment (see note 5.26)

The management of the Group reviews carrying amounts of its assets for possible impairment and makes formal estimates of
recoverable amountif there is any such indication.

Goodwill

Determining whether goodwill is impaired requires an estimation of the value in use of the cash-generating units to which
goodwill has been allocated. The calculation of value in use requires the entity to estimate the future cash flows expected to
arise from the cash-generating unit and a suitable discount rate in order to calculate present value.

Trade and other receivables

The Group assesses the recoverability of its trade debts and other receivables if there is objective evidence that the Group will
not be able to collect all the amount due according to the original terms. Significant financial difficulties of the debtors,
probability that the debtor will enter bankruptcy and default or delinquency in payments are considered indicators that the
trade debtisimpaired.

Investments

The Group reviews the carrying amounts of its investments in equity securities for possible indications of impairment.
Indicators considered include financial position/credit rating of the investee entity and changes in values of investment by
reference to active market, if any.

Revaluation of property, plant and equipment (see note 5.1.1)

Revaluation of property, plant and equipment is carried out by independent professional valuers. Revalued amounts of non-
depreciable items are determined by reference to local market values and that of depreciable items are determined by
reference to present depreciated replacement values.

Taxation (see note 5.21)

The Group takes into account the current income tax law and decisions taken by appellate and other relevant legal forums
while estimating its provision for current tax. Provision for deferred tax is estimated after taking into account historical and
expected future turnover and profit trends and their taxability under the current tax law.

Provisions (see note 5.15)

Provisions are based on best estimate of the expenditure required to settle the present obligation at the reporting date, that is,
the amount that the Group would rationally pay to settle the obligation at the reporting date or to transfer it to a third party.

Net realizable values (see note 5.4)

The Group reviews the net realizable values of stock in trade to assess any diminution in the respective carrying amounts. Net
realizable value is determined with reference to estimated selling prices less estimated costs necessary to make the sale.
Estimated future costs to complete projects in progress (see note 5.19)

As part of the application of percentage of completion method on contract accounting, the project costs are estimated. These
estimates are based on the prices of materials and services applicable at that time, forecasted increases and expected
completion date at the time of such estimation. Such estimates are reviewed at regular intervals. Any subsequent changes in
the prices of materials and services compared to forecasted prices and changes in the time of completion affect the results of
the subsequent periods.
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Functional currency
These consolidated financial statements have been prepared in Pak Rupees which is the Group's functional currency.
NEW AND REVISED STANDARDS, INTERPRETATIONS AND AMENDMENTS EFFECTIVE DURING THE YEAR.

The following new and revised standards, interpretations and amendments are effective in the current year but are either not
relevant to the Group or their application does not have any material impact on the financial statements of the Group other than
presentation and disclosures.

IFRS 14 - Regulatory Deferral Accounts (2014)

The standard permits an entity which is a first-time adopter of International Financial Reporting Standards to continue to
account, with some limited changes, for 'regulatory deferral account balances' in accordance with its previous GAAP, both on
initial adoption of IFRS and in subsequent financial statements.

Equity Method in Separate Financial Statements (Amendments to IAS 27 - Separate Financial Statements)

IAS 27 - Separate Financial Statements has been amended to permitinvestments in subsidiaries, joint ventures and associates
to be optionally accounted for using the equity method in separate financial statements.

Accounting for Acquisitions of Interests in Joint Operations (Amendments to IFRS 11 - Joint Arrangements)

IFRS 11 - Joint Arrangements has been amended to require an acquirer of an interest in a joint operation in which the activity
constitutes a business (as defined in IFRS 3 Business Combinations) to:

- Apply all of the business combinations accounting principles in IFRS 3 and other IFRSs, except for those principles that
conflictwith the guidancein IFRS 11.

- Disclose the information required by IFRS 3 and other IFRSs for business combinations.

The amendments apply both to the initial acquisition of an interest in joint operation, and the acquisition of an additional interest
in ajoint operation (in the latter case, previously held interests are not remeasured).

Clarification of Acceptable Methods of Depreciation and Amortization (Amendments to IAS 16 - Property, Plant and

Equipment and IAS 38 - Intangible Assets)

IAS 16- Property, Plantand Equipment and IAS 38 -Intangible Assets have been amended to:

- Clarify that a depreciation method that is based on revenue that is generated by an activity that includes the use of an
assetis not appropriate for property, plantand equipment.

- Introduce a rebuttable presumption that an amortisation method that is based on the revenue generated by an activity that
includes the use of an intangible asset is inappropriate, which can only be overcome in limited circumstances where the
intangible assetis expressed as a measure of revenue, or when it can be demonstrated that revenue and the consumption
of the economic benefits of the intangible asset are highly correlated.

- Add guidance that expected future reductions in the selling price of an item that was produced using an asset could
indicate the expectation of technological or commercial obsolescence of the asset, which, in turn, might reflect a
reduction of the future economic benefits embodied in the asset.

Investment Entities: Applying the Consolidation Exception (Amendments to IFRS 10 - Consolidated Financial
Statements, IFRS 12 - Disclosure of Interests in Other Entities, IAS 28 - Accounting for Investments in Associates and
Joint Ventures)

The amendments address issues that have arisen in the context of applying the consolidation exception for investment entities.

Agriculture: Bearer Plants (Amendments to IAS 16 — Property, Plant and Equipment and IAS 41 - Agriculture)
IAS 16 - Property, Plantand Equipment and IAS 41 - Agriculture have been amended to:

- Include 'bearer plants' within the scope of IAS 16 rather than IAS 41, allowing such assets to be accounted for a property,
plantand equipment and measured after initial recognition on a cost or revaluation basis in accordance with IAS 16.

- Introduce a definition of 'bearer plants' as a living plant that is used in the production or supply of agricultural produce, is
expected to bear produce for more than one period and has a remote likelihood of being sold as agricultural produce,
except forincidental scrap sales.

- Clarify that produce growing on bearer plants remains within the scope of IAS 41.

Disclosure initiative (Amendments to IAS 1 - Presentation of Financial Statements)

IAS 1 Presentation of Financial Statements has been amended to address perceived impediments to preparers exercising their
judgement in presenting their financial reports by making the following changes:
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- Clarification that information should not be obscured by aggregating or by providing immaterial information, materiality
considerations apply to the all parts of the financial statements, and even when a standard requires a specific disclosure,
materiality considerations do apply;

- Clarification that the list of line items to be presented in these statements can be disaggregated and aggregated as
relevant and additional guidance on subtotals in these statements and clarification that an entity's share of OCI of equity-
accounted associates and joint ventures should be presented in aggregate as single line items based on whether or not it
will subsequently be reclassified to profit or loss;

- Additional examples of possible ways of ordering the notes to clarify that understandability and comparability should be
considered when determining the order of the notes and to demonstrate that the notes need not be presented in the order
so farlisted in paragraph 114 of IAS 1.

Annual Improvements 2012-2014 cycle
These improvements make amendments to the following standards:

- IFRS 5 - Non-current Assets Held for Sale and Discontinued Operations - Adds specific guidance in IFRS 5 for cases in
which an entity reclassifies an asset from held for sale to held for distribution or vice versa and cases in which held-for-
distribution accounting is discontinued.

- IFRS 7 - Financial Instruments: Disclosures - Additional guidance to clarify whether a servicing contract is continuing
involvement in a transferred asset, and clarification on offsetting disclosures in condensed interim financial statements.

- IAS 19 - Employee Benefits - Clarify that the high quality corporate bonds used in estimating the discount rate for post-
employment benefits should be denominated in the same currency as the benefits to be paid.

- IAS 34 - Interim Financial Reporting - Clarify the meaning of 'elsewhere in the interim report' and require a cross-reference.
4 NEW AND REVISED STANDARDS, INTERPRETATIONS AND AMENDMENTS NOT YET EFFECTIVE.

The following standards, interpretations and amendments are in issue which are not effective as at the reporting date and have
notbeen early adopted by the Group.

Effective date
(annual periods beginning
on or after)

IFRS 9 - Financial Instruments (2014) January 01, 2018
IFRS 15 — Revenue from Contracts with Customers (2014) January 01, 2018
IFRS 16 — Leases (2016) January 01, 2019
Sale or contribution of assets between an Investor and its Associate or Joint Venture Deferred Indefinitely

(Amendments to IFRS 10 - Consolidated Financial Statements and IAS 28 -
Investments in Associates and Joint Ventures).

Recognition of Deferred Tax Assets for Unrealized Losses (Amendments to IAS 12 - January 01, 2017
Income Taxes)

Disclosure initiative (Amendments to IAS 7 - Statement of Cash Flows) January 01, 2017
Clarifications to IFRS 15 - Revenue from Contracts with Customers January 01, 2018
IFRIC 22 - Foreign Currency Transactions and Advances Consideration January 01, 2018
Classification and Measurementof Share-based Payment Transactions (Amendments January 01, 2018

to IFRS 2 - Share-based Payment)

Applying IFRS 9 'Financial Instruments' with IFRS 4 ‘'Insurance Contracts' January 01, 2018
(Amendments to IFRS 4 - Insurance Contracts)

Transfers of Investment Property (Amendments to IAS 40 - Investment Property) January 01, 2018
Annual Improvements to IFRS Standards 2014-2016 Cycle January 01, 2018

The Group intends to adopt these new and revised standards, interpretations and amendments on their effective dates,
subject to, where required, notification by Securities and Exchange Commission of Pakistan under section 234 of the
Companies Ordinance, 1984 regarding their adoption. The management anticipates that, except as stated below, the adoption
of the above standards, amendments and interpretations in future periods, will have no material impact on the Company's
financial statements other than in presentation/disclosures.

IFRS 9 - Financial Instruments: Classification and Measurement (2014

IFRS 9 replaces IAS 39 - Financial Instruments: Recognition and Measurement. The standard contains requirements in the
following areas:
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- Classification and measurement: Financial assets are classified by reference to the business model within which they
are held and their cash flow characteristics. The standard introduces a 'fair value through comprehensive income'
category for certain debt instruments. Financial liabilities are classified in a similar manner to under IAS 39, however there
are differences in the requirements applying to measurement of entity's own credit risk.

- Impairment: IFRS 9 introduces an 'expected credit loss' model for the measurement of the impairment of financial assets,
soitisnolonger necessary for acreditloss to have occurred before a credit loss is recognized.

- Hedge accounting: IFRS 9 introduces a new hedge accounting model that is designed to be more closely aligned with
how entities undertake risk management activities when hedging financial and non-financial risk exposure.

- Derecognition: The requirements for the derecognition of financial assets and liabilities are carried forward from IAS 39.

Adoption of this IFRS 9 may result in material adjustment to carrying amounts of financial assets and liabilities. However, the
financial impact of the same cannot be estimated with reasonable certainty at this stage.

IFRS 15 - Revenue from Contracts with Customers (2014)

IFRS 15 provides a single, principles based five-step model to be applied to all contracts with customer.
- Identify the contract with customer.

- Identify the performance obligations in the contract.

- Determine the transaction price.

- Allocate the transaction price to the performance obligations in the contracts.

- Recognized revenue when or as the entity satisfies a performance obligation.

Adoption of this IFRS 15 may result in material adjustment to carrying amounts of contract revenue, expenses, assets and
liabilities. However, the financial impact of the same cannot be estimated with reasonable certainty at this stage.

IFRS 16 - Leases (2016)

IFRS 16 specifies how an entity will recognize, measure, present and disclose leases. The standard provides a single lessee
accounting model, requiring lessees to recognize assets and liabilities for all leases unless the leases term is twelve months or
less or the underlying asset has low value.

Adoption of this IFRS 16 will result in recognition of assets and liabilities for all operating leases for which the lease terms is
more than twelve months. However, the financial impact of the same cannot be estimated with reasonable certainty at this
stage.

Recognition of Deferred Tax Assets for Unrealized Losses (Amendments to IAS 12 - Income Taxes)

The amendments clarify the following:

- Unrealized losses on debt instruments measured at fair value and measured at cost for tax purposes give rise to
deductible temporary differences regardless of whether the debt instrument's holder expects to recover the carrying
amount of the debt instrument by sale or by use.

- The carrying amount of an asset does not limit the estimation of probable future taxable profits.
- Estimates for future taxable profits exclude tax deductions resulting from the reversal of deductible temporary differences.

- Anentity assesses a deferred tax asset in combination with other deferred tax assets. Where tax laws restrict utilization of
tax losses, an entity would assess a deferred tax asset in combination with deferred tax assets of the same type.

Adoption of this amendment may result in material adjustment to deferred tax assets. However, the financial impact of the
same cannot be estimated with reasonable certainty at this stage.
SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all periods presented in these consolidated financial
statements.

Property, plant and equipment

Operating fixed assets

Operating fixed assets are measured at cost less accumulated depreciation and accumulated impairment losses with the
exception of freehold land, leasehold land, buildings and plant and machinery. Freehold land, buildings and plant and
machinery are measured at revalued amounts less accumulated depreciation and accumulated impairment losses, if any.
Leasehold land is measured at historical cost. Cost comprises purchase price, including import duties and non-refundable
purchase taxes, after deducting trade discounts and rebates, and includes other costs directly attributable to the acquisition or
construction, erection and installation.

Assets'residual values, if significant and their useful lives are reviewed and adjusted, if appropriate, at each balance sheet date.

When significant parts of an item of operating fixed assets have different useful lives, they are recognized as separate items.
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Major renewals and improvements to operating fixed assets are recognized in the carrying amount of the item if it is probable
that the embodied future economic benefits will flow to the Group and the cost of renewal or improvement can be measured
reliably. The cost of the day-to-day servicing of operating fixed assets are recognized in profit or loss as incurred.

The Group recognizes depreciation in profit or loss by applying reducing balance method, with the exception of computer
hardware and allied items, which are depreciated using straight line method, over the useful life of each operating fixed asset
using rates specified in note 20 to the financial statements. Depreciation on additions to operating fixed assets is charged from
the month in which the item becomes available for use. Depreciation is discontinued from the month in which it is disposed or
classified as held for disposal.

An operating fixed asset is de-recognized when permanently retired from use. Any gain or loss on disposal of operating fixed
assets is recognized in profit or loss.

Surplus arising on revaluation of items of property, plant and equipment is carried on balance sheet after reversing deficit
relating to the same item previously recognized in profit or loss, if any. Deficit arising on revaluation is recognized in profit or
loss after reversing the surplus relating to the same item previously carried on balance sheet, if any. An amount equal to
incremental depreciation, being the difference between the depreciation based on revalued amounts and that based on the
original cost, net of deferred tax, if any, is transferred from surplus on revaluation of property, plant and equipment to
accumulated profit every year, through statement of changes in equity.

Capital work in progress

Capital work in progress is stated at cost less identified impairment loss, if any, and includes the cost of material, labour and
appropriate overheads directly relating to the construction, erection or installation of an item of operating fixed assets. These
costs are transferred to operating fixed assets as and when related items become available for intended use.

Intangible assets

Goodwill

Goodwill represents the excess of the cost of business combination over the acquirer's interest in the net fair value of the
identifiable assets, liabilities and contingent liabilities of the acquiree. This is stated at cost less any accumulated impairment
losses, ifany.

Technology transfer

The intangible assets in respect of technology transfer are amortized over the useful life of plant and machinery involved in use
of such technology. Amortization of intangible commences when it becomes available for use.

Computer software and ERP

Computer software licenses are capitalized on the basis of the costs incurred to acquire and bring to use the specific software.
Costs that are directly associated with the production of identifiable and unique software products controlled by the Group,
and that will probably generate economic benefits exceeding costs beyond one year, are recognized as intangible assets.
These costs are amortized over their estimated useful lives. Amortization of intangible commences when it becomes available
foruse.

Stores, spares and loose tools

These are generally held for internal use and are valued at cost. Cost is determined on the basis of moving average except for
items in transit, which are valued at invoice price plus related cost incurred up to the reporting date. For items which are
considered obsolete, the carrying amount is written down to nil. Spare parts held for capitalization are classified as property,
plantand equipment through capital work in progress.

Stock intrade

These are valued at lower of cost and net realizable value, with the exception of stock of waste which is valued at net realizable
value. Cost is determined using the following basis:

Raw materials Moving average cost

Work in process Average manufacturing cost

Finished goods Average manufacturing cost

Stock intransit Invoice price plus related costincurred up to the reporting date

Average manufacturing cost in relation to work in process and finished goods consists of direct material, labour and an
appropriate proportion of manufacturing overheads.

Net realizable value signifies the estimated selling price in the ordinary course of business less estimated costs of completion
and estimated costs necessary to make the sale.
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Employee benefits
Short-term employee benefits

The Group recognizes the undiscounted amount of short term employee benefits to be paid in exchange for services rendered
by employees as a liability after deducting amount already paid and as an expense in profit or loss unless it is included in the
cost of inventories or property, plant and equipment as permitted or required by the approved accounting standards. If the
amount paid exceeds the undiscounted amount of benefits, the excess is recognized as an asset to the extent that the
prepayment would lead to areduction in future payments or cash refund.

The Group provides for compensated absences of its employees on un-availed balance of leaves in the period in which the
leaves are earned.

Post-employment benefits

The Group operates an approved funded contributory provident fund for all its permanent employees who have completed the
minimum qualifying period of service as defined under the respective scheme. Equal monthly contributions are made both by
the Group and the employees at the rate of ten percent of basic salary and cost of living allowance, where applicable, to cover
the obligation. Contributions are charged to profit or loss.

Financial instruments

Recognition

Afinancial instrument is recognized when the Group becomes a party to the contractual provisions of the instrument.
Classification

The Group classifies its financial instruments into following classes depending on the purpose for which the financial assets
and liabilities are acquired or incurred. The Group determines the classification of its financial assets and liabilities at initial
recognition.

(a) Loansandreceivables

Non-derivative financial assets with fixed or determinable payments that are not quoted in an active market are classified
as loans and receivables. Assets in this category are presented as current assets except for maturities greater than twelve
months from the reporting date, where these are presented as non-current assets.

(b) Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are financial assets that are either designated as such on initial
recognition or are classified as held for trading. Financial assets are designated as financial assets at fair value through
profit or loss if the Group manages such assets and evaluates their performance based on their fair value in accordance
with the Group’s risk management and investment strategy. Financial assets are classified as held for trading when these
are acquired principally for the purpose of selling and repurchasing in the near term, or when these are part of a portfolio
of identified financial instruments that are managed together and for which there is a recent actual pattern of profit taking,
or where these are derivatives, excluding derivatives that are financial guarantee contracts or that are designated and
effective hedging instruments. Financial assets in this category are presented as current assets.

(c) Held-to-maturity investments

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and fixed maturity
that an entity has the positive intention and ability to hold to maturity. Assets in this category are presented as non-current
assets except for maturities less than twelve months from the reporting date, where these are presented as current
assets.

(d) Financial liabilities at amortized cost

Non-derivative financial liabilities that are not financial liabilities at fair value through profit or loss are classified as financial
liabilities at amortized cost. Financial liabilities in this category are presented as current liabilities except for maturities
greater than twelve months from the reporting date where these are presented as non-current liabilities.

Measurement

The particular measurement methods adopted are disclosed in the individual policy statements associated with each
instrument.
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De-recognition

Financial assets are de-recognized if the Group's contractual rights to the cash flows from the financial assets expire or if the
Group transfers the financial asset to another party without retaining control or substantially all risks and rewards of the asset.
Financial liabilities are de-recognized if the Group's obligations specified in the contract expire or are discharged or cancelled.
Any gain or loss on de-recognition of financial assets and financial liabilities is recognized in profit or loss.

Off-setting

A financial asset and a financial liability is offset and the net amount reported in the balance sheet if the Group has legally
enforceable right to set-off the recognized amounts and intends either to settle on a net basis or to realize the asset and settle
the liability simultaneously.

Ordinary share capital

Ordinary share capital is recognized as equity. Transaction costs directly attributable to the issue of ordinary shares are
recognized as deduction from equity.

Preference share capital

Preference share capital is recognized as equity in accordance with the interpretation of the provision of the Companies
Ordinance, 1984, including those pertaining to implied classifications of preference shares.

Loans and borrowings

Loans and borrowings are classified as 'financial liabilities at amortized cost'. On initial recognition, these are measured at cost,
being fair value at the date the liability is incurred, less attributable transaction costs. Subsequent to initial recognition, these
are measured at amortized cost with any difference between cost and value at maturity recognized in the profit or loss over the
period of the borrowings on an effective interest basis.

Investments in equity securities
Investments in associates

Investments in associates are accounted for using the equity method of accounting. Under the equity method, investments in
associates are carried in the consolidated balance sheet at cost as adjusted for post acquisition changes in the Group's share
of net assets of the associate, less any impairment in the value of investment. Losses of an associate in excess of the Group's
interestin that associate (which includes any long term interest that, in substance, form part of the Group's netinvestmentin the
associate) are recognized only to the extent that the Group has incurred legal or constructive obligation or made payment on
behalf of the associate.

Investments in other quoted equity securities

These on initial recognition, are designated as 'investments at fair value through profit or loss' and are recognized at cost.
Subsequent to initial recognition, these are measured at fair value. Gains and losses arising from changes in fair value are
recognized in profit or loss.

Investments in debt securities

Investments in debt securities with fixed or determinable payments and fixed maturity that the Group has positive intention and
ability to hold are classified as 'held-to-maturity investments'. These are recognized initially at fair value plus transaction costs.
Subsequent to initial recognition, these are measured at amortized cost with any difference between cost and value at maturity
recognized in the profit or loss over the period of investment on an effective interest basis.

Finance leases

Leases in terms of which the Group assumes substantially all risks and rewards of ownership are classified as finance leases.
Assets subject to finance lease are classified as 'operating fixed assets'. On initial recognition, these are measured at cost,
being an amount equal to the lower of its fair value and the present value of minimum lease payments. Subsequent to initial
recognition, these are measured at cost less accumulated depreciation and accumulated impairment losses. Depreciation,
subsequent expenditure, de-recognition, and gains and losses on de-recognition are accounted for in accordance with the
respective policies for operating fixed assets. Liabilities against assets subject to finance lease and deposits against finance
lease are classified as 'financial liabilities at amortized cost' and 'loans and receivables' respectively, however, since they fall
outside the scope of measurement requirements of IAS 39 'Financial Instruments - Recognition and Measurement', these are
measured in accordance with the requirements of IAS 17 'Leases'. On initial recognition, these are measured at cost, being
their fair value at the date of commencement of lease, less attributable transaction costs. Subsequent to initial recognition,
minimum lease payments made under finance leases are apportioned between the finance charge and the reduction of
outstanding liability. The finance charge is allocated to each period during the lease term so as to produce a constant periodic
rate of interest on the remaining balance of the liability. Deposits against finance leases, subsequent to initial recognition are
carried at cost.
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ljarah transactions

Ujrah payments under an ljarah are recognized as an expense in the profit or loss on a straight-line basis over the ljarah terms
unless another systematic basis are representative of the time pattern of the user's benefit, even if the payments are not on that
basis.

Trade and other payables
Financial liabilities

These are classified as financial liabilities at amortized cost'. On initial recognition, these are measured at cost, being their fair
value at the date the liability is incurred, less attributable transaction costs. Subsequent to initial recognition, these are
measured at amortized cost using the effective interest method, with interest recognized in profit or loss.

Non-financial liabilities
These, both oninitial recognition and subsequently, are measured at cost.
Provisions and contingencies

Provisions are recognized when the Group has a legal and constructive obligation as a result of past events and it is probable
that outflow of resources embodying economic benefits will be required to settle the obligation and a reliable estimate can be
made of the amount of obligation. Provision is recognized at an amount that is the best estimate of the expenditure required to
settle the present obligation at the reporting date. Where outflow of resources embodying economic benefits is not probable,
or where a reliable estimate of the amount of obligation cannot be made, a contingent liability is disclosed, unless the
possibility of outflow is remote.

Trade and other receivables
Financial assets

These are classified as 'loans and receivables'. On initial recognition, these are measured at cost, being their fair value at the
date of transaction, plus attributable transaction costs. Subsequent to initial recognition, these are measured at amortized cost
using the effective interest method, with interest recognized in profit or loss.

Non-financial assets
These, both on initial recognition and subsequently, are measured at cost.
Revenue

Revenue is measured at the fair value of the consideration received or receivable, net of returns allowances, trade discounts
and rebates, and represents amounts received or receivable for goods and services provided and other income earned in the
normal course of business. Revenue is recognized when it is probable that the economic benefits associated with the
transaction will flow to the Group, and the amount of revenue and the associated costs incurred or to be incurred can be
measured reliably.

Revenue from different sources is recognized as follows:

- Revenue from sale of goods is recognized when risks and rewards incidental to the ownership of goods are transferred to
the buyer.

- Interestincome is recognized using effective interest method.
- Dividend income is recognized when right to received payment is established.

- Contract revenue relating to long term construction contracts are recognized as revenue by reference to stage of
completion of contract activity at the balance sheet date. Stage of completion of a contract is determined by applying
‘cost-to-date method'. Under cost-to-date method stage of completion of a contract is determined by reference to the
proportion that contract costincurred to date bears to the total estimated contract cost.

Comprehensive income

Comprehensive income is the change in equity resulting from transactions and other events, other than changes resulting from
transactions with shareholders in their capacity as shareholders. Total comprehensive income comprises all components of
profit or loss and other comprehensive income ('OCI'). OCI comprises items of income and expense, including reclassification
adjustments, that are not recognized in profit or loss as required or permitted by approved accounting standards.

Contractcosts

Contract costs relating to long term construction contracts are recognized as expenses by reference to stage of completion of
contract activity at the reporting date. Stage of completion of a contract is determined by applying 'cost-to-date method'. Under
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cost-to-date method, stage of completion of a contract is determined by reference to the proportion that contract cost incurred
to date bears to the total estimated contract cost. Expected losses on contracts are recognized as an expense immediately.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are assets that
necessarily take a substantial period of time to get ready for their intended use or sale, are added to the cost of those assets,
until such time as the assets are substantially ready for their intended use or sale. Investment income earned on the temporary
investment of specific borrowings pending their expenditure on qualifying asset is deducted from the borrowing costs eligible
for capitalization. All other borrowing costs are recognized in profit or loss as incurred.

Income tax

Income tax expense comprises current tax and deferred tax. Income tax expense is recognized in profit or loss except to the
extent that it relates to items recognized directly in other comprehensive income, in which case it is recognized in other
comprehensive income.

Current taxation

Current tax is the amount of tax payable on taxable income for the year and any adjustment to the tax payable in respect of
previous years. Provision for current tax is based on current rates of taxation in Pakistan after taking into account tax credits,
rebates and exemptions available, if any. The amount of unpaid income tax in respect of the current or prior periods is
recognized as a liability. Any excess paid over what is due in respect of the current or prior periods is recognized as an asset.

Deferred taxation

Deferred tax is accounted for using the' balance sheet approach' providing for temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for tax purposes. In this regard, the
effects on deferred taxation of the portion of income that is subject to final tax regime is also considered in accordance with the
treatment prescribed by The Institute of Chartered Accountants of Pakistan. Deferred tax is measured at rates that are
expected to be applied to the temporary differences when they reverse, based on laws that have been enacted or substantively
enacted by the reporting date. A deferred tax liability is recognized for all taxable temporary differences. A deferred tax asset is
recognized for deductible temporary differences to the extent that future taxable profits will be available against which
temporary differences can be utilized. Deferred tax assets are reviewed at each reporting date and are reduced to the extent
thatitis nolonger probable that the related tax benefit will be realized.

Government grants

Government grants that compensate the Group for expenses or losses already incurred are recognized in profit or loss in the
period in which these are received and are deducted in reporting the relevant expenses or losses. Grants relating to property,
plant and equipment are recognized as deferred income and an amount equivalent to depreciation charged on such assets is
transferred to profit or loss.

Earnings per share (‘'EPS')

Basic EPS is calculated by dividing the profit or loss attributable to ordinary shareholders of the Parent Company by the
weighted average number of ordinary shares outstanding during the year.

Diluted EPS is calculated by adjusting basic EPS by the weighted average number of ordinary shares that would be issued on
conversion of all dilutive potential ordinary shares into ordinary shares and post-tax effect of changes in profit or loss
attributable to ordinary shareholders of the Parent Company that would result from conversion of all dilutive potential ordinary
shares into ordinary shares.

Cash and cash equivalents

Cash and cash equivalents for the purpose of cash flow statement comprise cash in hand and cash at banks. These are carried
atcost.

Foreign currency transactions and balances

Transactions in foreign currency are translated to the functional currency of the Group using exchange rate prevailing at the
date of transaction. Monetary assets and liabilities denominated in foreign currency are translated to the functional currency at
exchange rate prevailing at the reporting date. Non-monetary assets and liabilities denominated in foreign currency that are
measured at fair value are translated to the functional currency at exchange rate prevailing at the date the fair value is
determined. Non-monetary assets and liabilities denominated in foreign currency that are measured at historical cost are
translated to functional currency at exchange rate prevailing at the date of initial recognition. Any gain or loss arising on
translation of foreign currency transactions and balances is recognized in profit or loss.
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Impairment
Financial assets

A financial asset is assessed at each reporting date to determine whether there is any objective evidence that it is impaired.
Individually significant financial assets are tested for impairment on an individual basis. The remaining financial assets are
assessed collectively in groups that share similar credit risk characteristics. A financial asset is considered to be impaired if
objective evidence indicates that one or more events have had a negative effect on the estimated future cash flows of the asset.

An impairment loss in respect of a financial 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 original effective interest rate.
Impairment loss in respect of a financial asset measured at fair value is determined by reference to that fair value. All
impairment losses are recognized in profit or loss. Animpairment loss is reversed if the reversal can be related objectively to an
event occurring after the impairment loss was recognized. An impairment loss is reversed only to the extent that the financial
asset’s carrying amount after the reversal does not exceed the carrying amount that would have been determined, net of
amortization, if no impairment loss had been recognized.

Non-financial assets

The carrying amount of the Group’s non-financial assets, other than inventories and deferred tax assets are reviewed at each
reporting date to determine whether there is any indication of impairment. If any such indication exists, then the asset’s
recoverable amount is estimated. The recoverable amount of an asset or cash generating unit is the greater of its value in use
and its fair value less costs to sell. In assessing value in use, the estimated future cash flows are discounted to their present
values using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific
tothe asset or cash generating unit.

An impairment loss is recognized if the carrying amount of the asset or its cash generating unit exceeds its estimated
recoverable amount. Impairment losses are recognized in profit or loss. Impairment losses recognized in respect of cash
generating units are allocated to reduce the carrying amounts of the assets in a unit on a pro rata basis. Impairment losses
recognized in prior periods are assessed at each reporting date for any indications that the loss has decreased or no longer
exists. Animpairment loss is reversed if there has been a change in the estimates used in determining the recoverable amount.
An impairment loss is reversed only to that extent that the asset’s carrying amount after the reversal does not exceed the
carrying amount that would have been determined, net of depreciation and amortization, if no impairment loss had been
recognized.

Dividend distribution to ordinary shareholders

Dividend to ordinary shareholders is recognized as a deduction from accumulated profit in statement of changes in equity and
as a liability, to the extent it is unclaimed/unpaid, in the Group’s financial statements in the year in which the dividends are
approved by the Group’s shareholders.

Basis of allocation of common expenses

Distribution, administrative and finance cost are allocated to PEL Marketing (Private) Limited (PMPL') on the basis of
percentage of operating fixed assets used by PMPL, under the interservices agreement between PEL and PMPL.

Warranty costs

The Group accounts for its warranty obligations when the underlying product or service is sold or rendered. The provision is
based on historical warranty data and weighing all possible outcomes against their associated possibilities.

Segment reporting

Segmentreporting is based on the operating segments that are reported in the manner consistent with internal reporting of the
Group. An operating segment is a component of the Group that engages in business activities from which it may earn revenues
and incur expenses, including revenues and expenses that relate to transactions with any of the Group’s other components.
An operating segment’s operating results are reviewed regularly by the Chief Executive Officer to make decisions about
resources to be allocated to the segment and assess its performance and for which discrete financial information is available.

Segment results that are reported to the Chief Executive Officer include items directly attributable to a segment as well as those
that can be allocated on a reasonable basis. Unallocated items comprise mainly other operating income and expenses, share
of profit/(loss) of associates, finance costs, and provision for taxes.

Segment capital expenditure is the total cost incurred during the period to acquire property, plant and equipment. The
business segments are engaged in providing products or services which are subject to risks and rewards which differ from the
risk and rewards of other segments.
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6 AUTHORIZED CAPITAL
2016 2015 2016 2015
No. of shares No. of shares Rupees '000 Rupees '000
500,000,000 500,000,000 Ordinary shares of Rs. 10 each 5,000,000 5,000,000
62,500,000 62,500,000 'A' class preference shares of Rs. 10 each 625,000 625,000
37,500,000 37,500,000 'B' class preference shares of Rs. 10 each 375,000 375,000
100,000,000 100,000,000 1,000,000 1,000,000
600,000,000 600,000,000 6,000,000 6,000,000
7 ISSUED, SUBSCRIBED AND PAID-UP CAPITAL
2016 2015 2016 2015
No. of shares  No. of shares Rupees '000 Rupees '000
Ordinary shares of Rs. 10 each
372,751,051 273,214,754 Issued for cash 3,727,511 2,732,148
Issued for other than cash:
137,500 137,500 - against machinery 1,375 1,375
408,273 408,273 - against acquisition of PEL Appliances Limited 4,083 4,083
6,040,820 6,040,820 - against conversion of preference shares 60,408 60,408
118,343,841 118,343,841 - as fully paid bonus shares 1,183,439 1,183,439
497,681,485 398,145,188 4,976,816 3,981,453
'A' class preference shares of Rs. 10 each
44,957,592 44,957,592 Issued for cash 449,576 449,576
542,639,077 443,102,780 5,426,392 4,431,029
71 Reconciliation between ordinary shares in issue as at the beginning and end of the year is as follows:
Note 2016 2015
No. of shares  No. of shares
As at beginning of the year 398,145,188 398,145,188
Issue of right ordinary shares 7.1.1 99,536,297 -
As at end of the year 497,681,485 398,145,188

7.1.1  During the year, PEL issued 99,536,297 (2015: nil) right ordinary shares at 25 ordinary shares for every 100 ordinary shares
already held, at Rs. 40 per ordinary share, including a premium of Rs. 30 per share.

7.2 'A' class preference shares

7.2.1  Current status of original issue

PEL, in the December 2004, issued 'A' class preference shares to various institutional investors amounting to Rs. 605 million
against authorized share capital of this class amounting to Rs. 625 million. In Januray 2010, PEL sent out notices to all
preference shareholders seeking conversion of outstanding preference shares into ordinary shares of PEL in accordance with
the option available to the investors under the original terms of the issue. As at the reporting date outstanding balance of
preference shares amounts to Rs. 449.58 million representing investors who did not opt to convert their holdings into the
ordinary shares of PEL. Subsequently, PEL offered re-profiling of preference shareholders to these remaining investors. See
note7.2.2.

The Securities and Exchange Commission of Pakistan (‘'SECP') issued order to Pakistan Stock Exchange Limited (formerly
Lahore Stock Exchange Limited) dated February 6, 2009 against the listing of these preference shares. However, the Company
took up the matter with the honorable Lahore High Court which granted stay order against the said order of SECP and also
directed the exchange not to delist the shares. The matter is pending adjudication to date.
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Re-profiling of preference shares

PEL offered re-profiling of shares to preference shareholders, who did not convert their preference shares into ordinary shares
in response to the conversion notices issued by PEL.The investors to the instrument have, in principle, agreed to the Re-
profiling Term Sheet and commercial terms and conditions therein. SECP has allowed PEL to proceed with the re-profiling
subject to fulfillment of legal requirements. The legal documentation was prepared and circulated amongst the concerned
investors which was endorsed by the said investors except for National Bank of Pakistan, as a result of which the original time
frame for reprofiling has lapsed. PEL is in the process of finalising another reprofiling exercise based on mutual agreement to
be made amongst the existing investors.

Accumulated preference dividend

As at reporting date an amount of approximately Rs. 298.969 million (2015: Rs. 256.259 million) has been accumulated on
account of preference dividend which is payable if and when declared by the Board, to be appropriated out of the distributable
profits for that year. In case the preference dividend continues to be accumulated it would be settled at the time of exercising
the redemption or conversion option in accordance with the under process reprofiling exercise.

As per the opinion of the Group's legal counsel, the provision of cumulative dividend at 9.5% p.a. will prevail on account of
preference dividend, as the approval process of the revised terms of reprofiling from different quarters is not yet complete.

Classification of preference shares as equity

Preference shares have been classified and treated as part of equity on the following basis:

- These shares were issued under the provisions of section 85 of the Companies Ordinance, 1984 (‘the Ordinance') read
with section 90 of the Ordinance and the Companies Share Capital (Variation in Rights and Privileges) Rules, 2000.

- Theissue was duly approved by the shareholders of PEL in general meeting.

- Return of allotment was filed under section 73(1) of the Ordinance.

- PEL may be required, under the revised terms of reprofiling, to create a Capital Redemption Reserve Fund in accordance
with section 85 of the Ordinance.

- The requirements of the Ordinance take precedence over the requirements of International Financial Reporting
Standards.

Further, the matter regarding the classification of redeemable preference shares as either debt or equity instrument has been
examined by the Institute of Chartered Accountants of Pakistan (ICAP'). ICAP has advised the Securities and Exchange
Commission of Pakistan (‘SECP') to make necessary amendments in the Companies Ordinance, 1984, and / or to issue a
clarification in order to remove the inconsistency between the Companies Ordinance, 1984 and the International Financial
Reporting Standards. Pending the decision of SECP in this matter, the preference share capital has been classified as equity in
these financial statements.

CAPITAL RESERVE

This represents premium on issue of ordinary shares. The movement during the year is as follows:

Note 2016 2015
Rupees '000 Rupees '000

As at beginning of the year 1,293,858 1,293,858
Recognized during the year 7.1.1 2,986,089 -
As at end of the year 4,279,947 1,293,858

This represents premium on issue of right ordinary shares recognized under Section 83(1) of the Companies Ordinance, 1984.
Seenote 7.1.1.

ADVANCE AGAINST ISSUE OF ORDINARY SHARES

This represents advances received against issue of right ordinary shares against which ordinary shares were issued in the
currentyear (seenote 7.1).
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2016 2015
Rupees '000 Rupees '000
SURPLUS ON REVALUATION OF PROPERTY, PLANT AND EQUIPMENT
As at beginning of the year 4,804,200 4,568,357
Incremental depreciation transferred to accumulated profits
Incremental depreciation for the year (261,531) (305,212)
Deferred taxation 66,675 97,668
(194,856) (207,544)
Other adjustments
Deferred tax adjustment attributable to changes in proportion
of income taxation under final tax regime (38,026) 379,354
Deferred tax adjustment attributable to changes in tax rates 99,444 64,033
61,418 443,387
As at end of the year 4,670,762 4,804,200

REDEEMABLE CAPITAL - SECURED

These represent interest/markup/profit based debt securities issued to institutional and other investors. The details are as

follows:
Description 2016 2015 Pricing Security and
Rupees '000  Rupees ‘000
Sukuk Funds - 257,143 Three months KIBOR plus Charge on present and These were issued for the purpose of refinance of existing machinery with diminishing
1.75% per annum (2015: future operating fixed musharaka facility.
Three months KIBOR plus assets of PEL. Later, PEL entered into restructuring arrangement, whereby, the outstanding principal
1.75% per annum) subject to was deferred till June 2015 with the outstanding liability payable in six equal quarterly
floor and cap of 10% and installmentscommencing from June 2015. PEL has fully redeemed these Sukuk Funds
25% respectively. during the year.
Sukuk Funds 618,750 939,375 Three monthsKIBOR plus 1% Charge on present and These were issued for the purpose of refinance of existing machinery with diminishing
per annum (2015: Three future operating fixed musharaka facility.
months KIBOR plus 1% per assets of PEL. Later, PEL entered into restructuring arrangement, whereby, the outstanding principal
annum) subject to floor and was deferred till June 2015 with the outstanding liability payable in sixteen equal
cap of 8% and 16% quarterly installments commencing from June 2015.
Private Placed Term Finance Certificates 609,524 782,738 Six months KIBOR plus 3% Charge on present and These were issued for the purpose of financing the capacity expansion program of
per annum (2015: Sixmonths future  operating  fixed PEL.
KIBOR plus 3% per annum). ~ assets of PEL. Later, PEL entered into restructuring arrangement, whereby, the outstanding principal
was deferred till June 2015 with the outstanding liability payable in fifty two stepped-up
monthly installments commencing from June 2015.
Private Placed Term Finance Certificates 2,723,614 2,976,229 Three monthsKIBOR plus2% Charge on present and These were issued on conversion of long term finances and short term borrowings
per annum (2015: Three future operating fixed under a broad restructuring agreement between PEL and National bank of Pakistan.
months KIBOR plus 2% per assets of PEL. Under the arrangement, the issue, to the extent of share of NBP in the issue of Rs. 1,650
annum). million,was to be converted into ordinary and preference shares of PEL to the extent of
Rs. 500 million and Rs. 1,150 million respectively, with the remaining issue to be
redeemed in twenty four equal quarterly installments with the first redemption due in
March 2015.
The aforementioned conversion agreed between PEL and National Bank of Pakistan
(NBP) has been withdrawn.
Following the withdrawal of debt equity swap arrangement, a new redemption plan is
yet to be agreed and finalised between PEL and NBP. PEL has proposed to redeem
the said issue in eight equal quarterly installments commencing from January 2021.
Total 3,951,888 4,955,485
Current portion presented under current liabilities (800,294)  (1,076,276)
3,151,594 3,879,209

LONG TERM FINANCES - SECURED

These represent long term finances utilized under interest/markup/profit arrangements from banking companies and
financial institutions. The details are as follows:

Arrangements and repayment

This finance was obtained from Pak Libya Holding Company (Private) Limited for

D ipti 2016 2015 Pricing Security
Rupees '000 Rupees '000
Term Finance 275,000 375,000 Three monthsKIBOR plus3% Charge over operating
per annum (2015: Three fixed assets and meeting operational expenses of PEL.

months KIBOR plus 3% per
annum).

receivables of PEL,
mortgage of PEL's land
and personal of

Later, PEL entered into restructuring arrangement, whereby, the outstanding principal
was deferred till May 2015 with the outstanding liability payable in eighteen equal

sponsoring  directors  of
PEL.

quarterly 1g from May 2015.
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Security

and

Charge over operating
fixed assets and
receivables of PEL,
mortgage of PEL's land
and building and lien over
balances in  collection
accounts and installment
reserve accounts.

Charge on present and
future  operating  fixed
assets of PEL.

Charge on present and
future current assets of
PEL.

Charge over present and
future current assets of
PEL, mortgage of PEL's
land and building.

Charge over operating
fixed assets of the PEL and

The finance was obtained from consortium of financial institutions led by Standard
Chartered Bank (Pakistan) Limited for long term working capital requirements of PEL
and was rescheduled twice after the disbursement. As per the latest arrangement, the
finance was repayable in forty eight equal monthly installments starting September
2012. PEL has fully repaid this finance during the year.

The finance has been obtained from Faysal Bank Limited on conversion of short term
borrowings. The finance is repayable in twenty three equal quarterly installments
commencing from June 2014.

The finance has been obtained from SummitBank Limited on conversionof short term
borrowings into long term debt. The finance is repayable in twelve equal quarterly
installments commencing from September 2015.

The finance was obtained from Silk Bank Limited for the purpose of financing capital
. The finance was rep: in bullet on or before March 31, 2016. PEL has
fully repaid this finance during the year.

The finance has been obtained from The Bank of Punjab for the purpose of financing
capital expenditure. The finance is repayable in eight equal quarterly installments

personal 1t of
sponsoring directors of the
PEL.

Charge over present and
future current assets of
PEL.

Charge over present and
future current assets of the
Company and personal
guarantees of sponsoring
directors of PEL.

ing from 2017.

The finance has been obtained from Saudi Pak Industrial and Agricultural Investment
Company Limited, for the purpose of long term working capital requirements. The
finance is repayable in three semi annual installments commencing from June 2017.

The finance has been obtained from National Bank of Pakistan for settlement of long
term finances obtained from NIB Bank Limited. The finance is repayable in twenty three
equal quarterly installments commencing from September 2015.

Description 2016 2015 Pricing
Rupees '000 Rupees '000

Term Finance 192,662 One month KIBOR plus 3.5%
per annum (2015: One month
KIBOR plus 3.5% per
annum).

Term Finance 156,521 221,739  Six months KIBOR plus 3%
(2015: sixmonths KIBOR plus
3%) per annum.

Term Finance 116,667 183,333  Three monthsKIBOR plus 3%
(2015: three months KIBOR
plus 3%) per annum.

Term Finance 50,000 Three monthsKIBOR plus 1%
per annum (2015:Three
months KIBOR plus 1% per
annum).

Term Finance 58,068 Three months KIBOR plus
2.10% per annum.

Term Finance 500,000 500,000 Three monthsKIBOR plus 3%
per annum.

Demand Finance 1,222,930 1,494,693 Three months KIBOR plus
2.25% per annum.

Total 2,329,186 3,017,427

Current portion presented under current liabilities (923,094) (830,916)

1,406,092 2,186,511

Note 2016 2015
Rupees '000 Rupees '000

LIABILITIES AGAINST ASSETS SUBJECT TO FINANCE LEASE
Present value of minimum lease payments 13.1& 13.2 111,446 130,812
Current portion presented under current liabilities 13.1& 13.2 (65,062) (69,463)
46,384 61,349

These represent vehicles and machinery acquired under finance lease arrangements. The leases are priced at rates ranging
from six months to one year KIBOR plus 2% to 4.5% per annum (2015: six months to one year KIBOR plus 2% to 5.5% per
annum). Lease rentals are payable monthly over a tenor ranging from 3 to 4 years. Under the terms of agreement, taxes,
repairs, replacements and insurance costs in respect of assets subject to finance lease are borne by the Group. The Group
also has the option to acquire these assets at the end of their respective lease terms by adjusting the deposit amount against
theresidual value of the asset and intends to exercise the option.

The amount of future payments under the finance lease arrangements and the period in which these payments will become

due are as follows:

Note 2016 2015

Rupees '000  Rupees '000

Not later than one year 72,210 81,501
Later than one year but not later than five years 48,969 66,733
Total future minimum lease payments 121,179 148,234
Finance charge allocated to future periods (9,733) (17,422)
Present value of future minimum lease payments 111,446 130,812
Not later than one year 18 (65,062) (69,463)
Later than one year but not later than five years 46,384 61,349
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2016 2015
Rupees '000 Rupees '000
DEFERRED TAXATION
Deferred tax liability on taxable temporary differences 14.1 2,982,786 2,962,104
Deferred tax asset on deductible temporary differences 14.1 (656,593) (700,212)
2,326,193 2,261,892
Recognized deferred tax assets and liabilities
Deferred tax assets and liabilities are attributable to the following:
2016
As at Recognized in Recognized on As at
January 01 profit or loss  balance sheet December 31
Rupees '000 Rupees '000 Rupees '000 Rupees '000
Deferred tax liabilities
Operating fixed assets - owned 2,932,828 71,259 (61,418) 2,942,669
Operating fixed assets - leased 29,276 10,841 - 40,117
2,962,104 82,100 (61,418) 2,982,786
Deferred tax assets
Provisions (133,742) (14,518) - (148,260)
Unused tax losses and credits (566,470) 58,137 - (508,333)
(700,212) 43,619 - (656,593)
2,261,892 125,719 (61,418) 2,326,193
2015
As at Recognized in  Recognized on As at
January 01 profit orloss  balance sheet December 31
Rupees '000 Rupees '000 Rupees '000 Rupees '000
Deferred tax liabilities
Operating fixed assets - owned 3,603,031 (226,816) (443,387) 2,932,828
Operating fixed assets - leased 22,646 6,630 - 29,276
3,625,677 (220,186) (443,387) 2,962,104
Deferred tax assets
Provisions (115,144) (18,598) - (133,742)
Unused tax losses and credits (1,116,189) 549,719 - (566,470)
(1,231,333) 531,121 - (700,212)
2,394,344 310,935 (443,387) 2,261,892
Deferred tax has been recognized using tax rate of 30% (2015: 31%) of temporary differences.
2016 2015
Rupees '000 Rupees '000
DEFERRED INCOME
As at beginning of the year 42,900 45,158
Recognized in profit or loss (2,145) (2,258)
As at end of the year 40,755 42,900
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The UNIDO vide its contract number 2000/257 dated December 15, 2000, out of the multilateral fund for the implementation of
the Montreal Protocol, has given grant-in-aid to PEL for the purpose of phasing out ODS at the Refrigerator and Chest Freezer
Plant of PEL. The total grant-in-aid of USD 1,367,633 (Rs. 91,073,838) comprises the capital cost of the project included in
fixed assets amounting to USD 1,185,929 (Rs. 79,338,650) and grant recoverable in cash of USD 181,704 (Rs. 11,735,188)

being the incremental operating cost for six months.

The grant received in cash amounting to Rs.11,735,188 was recognized as income in the year of receipt i.e. year ended June
30, 2001. The value of machinery received in grant was capitalized in year 2001 which started its operation in January 2003.

The grant amounting to Rs. 2.145 million

(2015: Rs. 2.258 million) has been included in other income in proportion to
depreciation charged on related plant and machinery keeping in view the matching principle.

Note 2016 2015
Rupees '000  Rupees '000
TRADE AND OTHER PAYABLES
Trade creditors - unsecured 326,895 318,331
Foreign bills payable - sscured 16.1 88,391 61,553
Accrued liabilities 158,033 156,887
Advances from customers - wisecured 88,962 54,691
Employees' provident fund 10,856 10,234
Compensated absences 26,940 24,740
Advance against contracts 46 5,246 4312
Workers' Profit Participation Fund 16.2 99,939 102,223
Workers' Welfare Fund 16.3 84,078 71,993
Unclaimed dividend 6,717 4,105
Other payables - unsecured 19,043 6,110
915,100 815,179
Foreign bills payable are secured against bills of exchange accepted by the Group in favour of suppliers.
Note 2016 2015
Rupees '000 Rupees '000
Workers' Profit Participation Fund
As at beginning of the year 102,223 65,004
Interest on fund utilized by the Group 40 5,170 4,875
Charged to profit or loss for the year 39 99,939 102,223
Paid during the year (107,393) (69,879)
As at end of the year 99,939 102,223
Interest on funds utilized by the Group has been recognized at10.11%(2015: 13.22%) per annum.
Note 2016 2015
Rupees '000 Rupees '000
Workers' Welfare Fund
As at beginning of the year 71,993 47,137
Charged to profit or loss for the year 39 84,078 71,993
Paid/adjusted during the year (71,993) (47,137)
As at end of the year 84,078 71,993
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Note 2016 2015
Rupees '000 Rupees '000

SHORT TERM BORROWINGS

Secured

Short term finances utilized under interest/markup arrangements from

- banking companies 17.1 4,714,249 3,704,952
- Non Banking Finance Companies (NBFCs') 17.2 223,403 130,000

4,937,652 3,834,952
Unsecured

Short term finances utilized under interest/markup arrangements from

Non Banking Finance Companies (NBFCs') 17.3 - 748,349
Book overdraft 17.5 44,010 85,600
4,981,662 4,668,901

These facilities have been obtained from various banking companies for working capital requirements and carry
interest/markup at rates ranging from 6.87% to 9.33% (2015: 8.35% to 13.11%) per annum. These facilities are secured by
pledge / hypothecation of raw materials and components, work-in-process, finished goods, machinery, spare parts, charge
over book debts, shares of public companies and personal guarantees of the sponsoring directors of PEL. These facilities are
generally for a period of one year and renewed at the end of the period.

These facilities have been obtained from NBFCs for purchase of raw material and carry interest/markup at a rate of 8.31%
(2015: 9.33% to 12.43%) per annum. These facilities are secured by charge over operating fixed assets of the PEL and
personal guarantees of the directors of PEL.

This represent finances obtained against issue of commercial paper to non-banking finance companies and carry
interest/markup at nil (2015: three months KIBOR plus 2.5% per annum). These were issued at discounted value and are
redeemable atface value.

The aggregate un-availed short term borrowing facilities as at the reporting date amounts to Rs. 5,895 million (2015: Rs. 1,705
million).

This represents cheques issued by the Group in excess of balances at bank which have been presented for payments in the
subsequent period.

Note 2016 2015
Rupees '000 Rupees '000

CURRENT PORTION OF NON-CURRENT LIABILITIES

Redeemable capital 11 800,294 1,076,276
Long term finances 12 923,094 830,916
Liabilities against assets subject to finance lease 13 65,062 69,463

1,788,450 1,976,655

CONTINGENCIES AND COMMITMENTS
Contingencies

Various banking and insurance companies have issued guarantees on behalf of the Group as detailed below:

Note 2016 2015
Rupees '000 Rupees '000

Tender bonds 367,098 453,543
Performance bonds 2,356,679 2,036,786
Advance guarantees 857,272 1,272,820
Custom guarantees 77,645 73,253

Foreign guarantees 45,757 101,295
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The Group may have to indemnify its Directors for any losses that may arise due to personal guarantees given by them for
securing the debts of the Group, in case the Group defaults.

The Finance Act 2015 introduced Tax on undistributed reserves vide newly inserted section 5A to the Ordinance whereby, tax
at the rate of 10% of undistributed profits exceeding one hundred percent of paid-up capital, was imposed on public
companies that derive profits in a tax year but do not distribute a certain amount of profit as cash dividend within six months of
the end of the year.

No provision for income tax on undistributed reserves amounting to Rs 82.74 million for the tax year 2015, has been made as
the matter is subjudice before Lahore High Court and the management of the Group expects a favourable outcome.

On 12 July 2014, the Punjab Employees Social Security Institution (the 'Institution') issued a demand notice to PEL demanding
a payment of Rs. 31,106,274 as social security contributions for the period, January 2013 to December 2013. In 2015, PEL
challenged the demand notice by filing a complaint under Section 57 of the Provincial Employees Social Security Ordinance,
1965 before the institution. The Complaint is pending adjudication before the Adjudicating Officer of the Institution.

Note 2016 2015
Rupees '000 Rupees '000

Commitments

Commitments under irrevocable letters of credit for import of
stores, spare parts and raw material 4,236,154 1,842,222

Commitments under ijarah contracts

The aggregate amount of ujrah payments for ijarah financing and the period in which these payments will become due are
as follows:

Note 2016 2015
Rupees '000 Rupees '000

- payments not later than one year 58,859 55,237
- payments later than one year 41,950 82,906

100,809 138,143
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Disposal of operating fixed assets

2016
Accumulated Net Disposal Gain/(loss) Mode of
Particulars Cost  depreciation book value proceeds on disposal disposal Particulars of buyer
Rupees '000 Rupees '000 Rupees '000 Rupees '000 Rupees '000
Office equipment and fixtures
Microwave ovens, washing machines 250 161 89 - (89) As Per Company Policy Various employees
Refrigerators 1,277 830 447 - (447) As Per Company Policy Various employees
Air conditioners 1,295 828 467 - (467) As Per Company Policy Various employees
Various mobile sets 2,218 1,259 959 - (959)| As Per Company Policy Various employees
Various mobiles sets - Scrap 1,137 619 518 183 (335) Negotiation Scrap Sale
6,177 3,697 2,480 183 (2,297)
Computer hardware and allied items
Various mobile sets 122 52 70 - (70) Negotiation Iftikhar Ahmad
Vehicles
Honda City 83 - 83 227 144 As Per Company Policy Yousaf Mirza (employee)
Honda City 84 - 84 207 123 As Per Company Policy Tauqeer (employee)
Honda City 142 - 142 286 144 As Per Company Policy Irfan Baber (employee)
Honda City 167 3 164 203 39 As Per Comp Policy Tahir i (employee)
Honda Civic 171 - 171 343 172 As Per Company Policy Shams Baddurdin (employee)
Honda Civic 2,569 997 1,572 1,440 (132) As Per Company Policy Haroon Siddique (employee)
Honda Civic 142 100 42 586 544 As Per Company Policy Sadiq Munir (employee)
Honda Civic 2,167 1,184 983 296 (687) As Per Company Policy Haroon A Khan (employee)
Honda Civic 2,203 1,186 1,017 1,209 192 As Per Company Policy Sadiq Munir (employee )
Honda Civic 2,383 1,214 1,169 533 (636)| As Per Company Policy Faisal Jawad (employee )
Honda Civic 2,383 1,283 1,100 549 (551)| As Per Company Policy Abdul Waheed (employee )
Suzuki Alto 826 484 342 390 48 As Per Ci Policy Kamal (employee)
Suzuki Cultus 970 569 401 508 107 As Per Company Policy Ghulam Mohay Ud Din (employee
Suzuki Cultus 1,010 525 485 304 (181)|  As Per Company Policy Bilal (employee)
Suzuki Cultus 990 533 457 550 93 As Per Company Policy Sohail Fazil (employee)
Suzuki Cultus 990 533 457 543 86 As Per Company Policy Khalid Farooq (employee)
Suzuki Cultus 990 533 457 550 93 | AsPerC Policy Tariq ( employee)
Suzuki Cultus 88 - 88 684 596 As Per Ci Policy Abid (employee)
Suzuki Mehran 657 335 322 208 (114) As Per Company Policy Asif lllyas (employee )
Suzuki Mehran 640 375 265 378 113 | AsPerC y Policy Asif (employee)
Suzuki Mehran 645 378 267 397 130 As Per Company Policy Shees Butt (employee)
Suzuki Mehran 53 ° 53 142 89 As Per Ci Policy Ullah ployee)
Suzuki Mehran 612 364 248 150 (98) As Per Company Policy Gulam Asghar (employee)
Suzuki Mehran 612 334 278 224 (54)| As Per Company Policy Ahmad (employee )
Suzuki Mehran 612 364 248 150 98)| AsPercC Policy Idrees (employee )
Suzuki Mehran 612 369 243 319 76 As Per Company Policy Tariq Afzal (employee)
Suzuki Mehran 612 359 253 150 (103) As Per Company Policy Azam Kazmi (employee)
Suzuki Mehran 612 339 273 366 93 As Per Company Policy Haroon Nawaz (employee)
Suzuki Mehran 629 365 264 201 (63)| As Per Company Policy Attique (employee )
Suzuki Mehran 40 - 40 106 66 As Per Ci Policy Ahmed (employee )
Suzuki Mehran 40 - 40 106 66 As Per Company Policy Imtiaz (employee)
Suzuki Mehran 54 - 54 335 281 As Per Company Policy Tanveer Ul Haq (employee)
Suzuki Swift 1,096 633 463 671 208 | As Per Company Policy Shoaib (employee)
Suzuki Swift 133 - 133 1,160 1,027 As Per Company Policy Ahsan Raza (employee)
Toyota Corolla 1,480 976 504 367 (137) As Per Company Policy Aqeel Qasim (employee)
Toyota Corolla 1,495 931 564 383 (181)|  As Per Company Policy Asghar (employee)
Toyota Corolla 1,515 921 594 929 335 As Per Company Policy Ali Kamran (employee)
Toyota Corolla 2,321 647 1,674 238 (1,436) As Per Company Policy Adnan Aftab (employee)
Toyota Corolla 1,690 846 844 589 (255) As Per Company Policy Atif Kazmi (employee )
Toyota Corolla 1,565 840 725 470 (255) As Per Company Policy Faryal Ahmed (employee)
Toyota Corolla 1,561 202 1,359 1,338 (21)| As Per Company Policy Noman Masood (employee )
Toyota Corolla 1,555 734 821 154 (667) As Per Company Policy Qasim Ali (employee )
Toyota Corolla 1,690 936 754 233 (521) As Per Comp Policy Ejaz ployee )
Toyota Parado 9,990 5,257 4,733 953 (3,780) As Per Company Policy Haroon A Khan (employee)
Honda City 854 711 143 700 557 iati (employee)
Suzuki Bolan 458 369 89 300 211 Shahzad (employee)
Suzuki Cultus 613 517 96 450 354 (employee)
Suzuki Cultus 690 493 197 400 203 (employee)
Suzuki Mehran 530 423 107 400 293 (employee)
Honda Civic 2,448 a1 2,407 2,448 a1 Negotiation First Habib Modaraba
Isuzu mini Truck 1,624 81 1,543 1,490 (53) Negotiation First Habib Modaraba
Isuzu mini Truck 2,427 121 2,306 2,100 (206) Negotiati First Habib Modaraba
Isuzu mini Truck 2,354 118 2,236 2,000 (236) Negotiation First Habib Modaraba
Isuzu Truck 2,222 111 2,111 1,950 (161) Negotiation First Habib Modaraba
Isuzu Truck 2,222 110 2,112 1,950 (162) First Habib Modaraba
Isuzu Truck 2,298 115 2,183 2,000 (183) First Habib Modaraba
Various Motor Cycles 1,187 703 484 1,159 675 As Per Company Policy Various employees
Honda CD70 64 7 57 61 4 Insurance Claim Adamjee Insurance Company
70,870 29,569 41,301 37,533 (3,768)
77,169 33,318 43,851 37,716 (6,135)
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2015
Accumulated Net Disposal Gain/(loss) Mode of
Particulars Cost depreciation book value proceeds on disposal disposal Particulars of buyer
Rupees '000 Rupees '000 Rupees '000 Rupees '000 Rupees '000
Plant and machinery
Cabinet foaming fixture 10,871 136 10,735 10,184 (551) Negotiation Sindh Modaraba
Refrigerant charging system 2911 24 2,887 2,645 (242) Negotiation Sindh Modaraba
Vacuum thermoforming machine 20,464 85 20,379 18,893 (1,486) Negotiation Sindh Modaraba
Deep freezer copper coiling machine 6,394 27 6,367 6,108 (259) Negotiation Sindh Modaraba
CR and Gl slitting 9,369 - 9,369 8,804 (565) Negotiation Sindh Modaraba
Gantry crane 18,992 - 18,992 16,516 (2,476) Negotiation Sindh Modaraba
Plastic injection molds 6,152 451 5,701 6,142 a4 Negotiation Sindh Modaraba
Cabinet thermoforming mold 2,341 163 2,178 2,337 159 Negotiation Sindh Modaraba
Automatic strapping machine 706 49 657 804 147 Negotiation Sindh Modaraba
Moisture and temperature controlling device 1,877 108 1,769 1,874 105 Negotiation Sindh Modaraba
Foaming plug 312 14 298 312 14 Negotiation Sindh Modaraba
Micro ohm meter 1,296 59 1,237 1,294 57 Negotiation Sindh Modaraba
Oil break down tester 1,151 53 1,098 1,149 51 Negotiation Sindh Modaraba
Wire cut machine 1,423 59 1,364 1,421 57 Negotiation Sindh Modaraba
Micro mole electric discharge machine 1,548 65 1,483 1,545 62 Negotiation Sindh Modaraba
Air chiller 2,511 94 2,417 2,507 90 Negotiation Sindh Modaraba
Cabinet foaming mold 5912 222 5,690 5,903 213 Negotiation Sindh Modaraba
Cabinet foaming mold 968 36 932 967 35 Negotiation Sindh Modaraba
Water heater and teflon hose 1,007 38 969 1,006 37 Negotiation Sindh Modaraba
Rotary vacuum pump 7,073 206 6,867 7,062 195 Negotiation Sindh Modaraba
Stone crusher 1,081 27 1,054 1,079 25 Negotiation Sindh Modaraba
Pneumatic self burning welding machine 4,524 113 4,411 4,517 106 Negotiation Sindh Modaraba
Air chiller 2,292 38 2,254 2,288 34 Negotiation Sindh Modaraba
Magnetic inserting machine 4,380 55 4,325 4,373 48 Negotiation Sindh Modaraba
Rotary screw compressors 2,266 19 2,247 2,262 15 Negotiation Sindh Modaraba
Screw air compressor 1,231 10 1,221 1,229 8 Negotiation Sindh Modaraba
119,052 2,151 116,901 113,221 (3,680)
Office equipment and fixtures
UPS, fans, ovens and other items 866 701 165 272 107 Negotiation Faisal Raza
Refrigerators 417 340 77 128 51 Negotiation Faisal Raza
Photocopier & fax machine 449 363 86 144 58 Negotiation Faisal Raza
Air conditioners 602 496 106 175 69 Negotiation Faisal Raza
Various mobiles 495 97 398 - (398) Negotiation Various Individuals
2,829 1,997 832 719 (113)
Computer hardware and allied items
Computers and monitors 4,325 4,325 - 194 194 Negotiation Iftikhar Ahmad
Printers scanners and allied items 631 631 - 28 28 Negotiation Ittikhar Ahmad
4,956 4,956 - 222 222
Vehicles
Suzuki Alto 673 467 206 452 246 As Per Company Policy Aamir Nazir (employee)
Suzuki Cultus 819 593 226 161 (65) As Per Company Policy Arshad Ali (employee)
Toyota Corolla 1,434 979 455 398 (57) As Per Company Policy Tahir Arshad (employee)
Sukuzi Mehran 657 192 465 522 57 Insurance Claim IGI Insurance
Toyota Corolla 127 - 127 261 134 As Per Company Policy Ahmad Jamshad (employee)
Toyota Corolla 1,414 798 616 644 28 As Per Company Policy Arif Rashid Mir (employee)
Suzuki Alto 826 414 412 442 30 As Per Company Policy Azeem Bin Talib (employee)
Suzuki Mehran 645 329 316 240 (76) As Per Company Policy Ehsan Hasni (employee)
Toyota Cotolla 129 - 129 1,076 947 As Per Company Policy Muzaffar Waheed (employee)
Suzuki Mehran 645 329 316 240 (76) As Per Company Policy Saif ul Hag Khan (employee)
Toyota Corolla 138 - 138 290 152 As Per Company Policy Imtiaz Ahmed (employee)
Suzuki Cultus 909 903 6 212 206 As Per Company Policy Muhammad Tariq (employee)
Toyota Corolla 127 76 51 283 232 As Per Company Policy Mian Nazir Ahmed (employee)
Toyota Corolla 184 - 184 444 260 As Per Company Policy Adnan Aftab (employee)
Honda city 1,397 819 578 628 50 As Per Company Policy Bilal Ahmad Khan (employee)
Toyota Corolla 1,626 845 781 714 (67) As Per Company Policy Taugir Akhtar (employee)
Suzuki Cultus 1,040 485 555 602 47 As Per Company Policy Kashif Khan (employee)
Toyota Corolla 129 - 129 261 132 As Per Company Policy Jahanzeb Ahmad (employee)
Suzuki Sprinter 69 48 21 69 48 As Per Company Policy Abdullah Mateen (employee)
Honda Civic 171 - 171 344 173 As Per Company Policy Azam Aziz (employee)
Honda Civic VTi 1,963 1,265 698 539 (159) As Per Company Policy Syed Manzar Hassan (employee)
Toyota Corolla 138 - 138 282 144 As Per Company Policy Muhammad Hanif (employee)
Suzuki Mehran 645 347 298 386 88 As Per Company Policy Muhammad Kamran (employee)
Suzuki Mehran 663 357 306 125 (181) As Per Company Policy M. Azeem Qureshi (employee)
Suzuki Cultus 87 - 87 216 129 As Per Company Policy Rizwan Ahmad Cheema (employee)
Suzuki Mehran 612 308 304 224 (80) As Per Company Policy Hafiz Imran Ahmad (employee)
Suzuki Swift 1,176 572 604 568 (36) As Per Company Policy Imtiaz Ahmad (employee)
Honda City 129 - 129 352 223 As Per Company Policy Masood Tahir (employee)
Various Motor Cycles 815 548 267 812 545 As Per Company Policy Various Individuals (employees)
19,387 10,674 8,713 11,787 3,074
146,224 19,778 126,446 125,949 (497)
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Note 2016 2015
Rupees '000 Rupees '000

20.3  The depreciation charge for the year has been allocated as follows:

Cost of sales 35 780,745 689,446
Administrative and general expenses 38 54,446 50,296
835,191 739,742

20.4 Revaluation of property, plant and equipment

Most recent valuation of freehold land, buildings on freehold and lease hold land and plant and machinery was carried out by
an independent valuer, Maricon Consultants (Private) Limited, on July 01, 2013 and was incorporated in the financial
statements for the year ended December 31, 2013. For basis of valuation and other fair value measurement disclosures refer to
note 49.

Had there been no revaluation, the cost, accumulated depreciation and net book value of revalued items would have been as

follows:
2016
Accumulated Net
Cost depreciation book value
Rupees '000 Rupees '000 Rupees '000
Freehold land 189,184 - 189,184
Buildings 3,299,712 1,107,053 2,192,659
Plant and machinery 9,944,794 2,622,106 7,322,688
2015
Accumulated
Cost depreciation Net book value
Rupees '000 Rupees '000 Rupees '000
Freehold land 189,184 - 189,184
Buildings 3,287,050 951,530 2,335,520
Plant and machinery 8,386,000 2,272,477 6,113,523
21 INTANGIBLE ASSETS
2016
Cost AccL d Amortization Net book
As at As at As at For the Asat  value as at
January 01 Additions December 31 January 01 period December 31 December 31
Note  Rupees'000' Rur '000' Rupees '000' Rur '000' Rupees '000' Rur '000' Rur '000'
Technology transfer agreement 21.1 117,054 - 117,054 30,550 4,325 34,875 82,179
Goodwill 21.2 312,341 - 312,341 91,859 - 91,859 220,482
Software 21.3 5,057 - 5,057 4,526 175 4,701 356
Enterprise Resource Planning system 21.4 31,675 - 31,675 871 10,165 11,036 20,639
466,127 = 466,127 127,806 14,665 142,471 323,656
2015
Cost Accumulated Amortization Net book
As at As at As at For the As at value as at
January 01 Additions  December 31 January 01 period December 31  December 31
Rupees '000' Rupees '000' Rupees'000' Rupees'000' Rupees'000' Rupees'000' Rupees '000'
Technology transfer agreement 21.1 117,054 - 117,054 25,997 4,553 30,550 86,504
Goodwill 21.2 312,341 - 312,341 91,859 - 91,859 220,482
Software 21.3 5,057 - 5,057 4,263 263 4,526 531
Enterprise Resource Planning system 21.4 31,675 - 31,675 - 871 871 30,804

466,127 - 466,127 122,119 5,687 127,806 338,321
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The Group has obtained technology of single phase meters, three phase digital meters and also of power transformers from

different foreign companies. These are amortized on the same rate as of the depreciation of the relevant plant.

Goodwill represents the difference between the cost of the acquisition (fair value of consideration paid) and the fair value of the
net identifiable assets acquired at the time of acquisition of PEL Appliances Limited and PEL Daewoo Electronics Limited by
the Group. In view of cancelation of LG license, goodwill related to PEL Daewoo Electronics Limited was fully impaired by
providing impairment loss of Rs. 140.569 million in December 31, 2011. The carrying value represents goodwill related to PEL

Appliances Limited for which there is no indication of impairment.

The Group has acquired different software for its business purpose. These are being amortized at 33% per annum on reducing

balance method.

These are being amortized at 33% per annum on reducing balance method.

Note 2016 2015
Rupees '000 Rupees '000
LONG TERM INVESTMENTS
Investment in associate 22.1 26,341 8,906
Other investment 22.2 - -
26,341 8,906

This represent investments in ordinary shares of Kohinoor Power Company Limited, an associate. The investment has been

accounted for using equity method. The particulars of investment are as follows:

2016 2015
2,910,600 (2015: 2,910,600) ordinary shares of Rs. 10 each
Percentage of ownership interest 23.10% 23.10%
2016 2015
Rupees '000 Rupees '000
Cost of investment 54,701 54,701
Share of post acquisition loss net of dividend received (1,047) (1,356)
53,654 53,345
Accumulated impairment (27,313) (44,439)
26,341 8,906

Extracts of financial statements of associated company

The assets and liabilities of Kohinoor Power Company Limited as at the reporting date and related revenue and profit for the
year then ended based on the un-audited financial statements for the year ended December 31, 2016 are as follows:

2016 2015

Rupees '000 Rupees '000

Assets 196,652 200,330

Liabilities 4,442 3,590
Revenue 4,605 -

(Profit)/loss for the year (1,338) 58,376

Share of (profit)/loss (309) 13,485

Market value per share (Rupees) 9.05 3.06

This represents investment in redeemable/convertible preference shares issued by Silk Bank Limited (‘the Issuer') matured on

March 26, 2016. The details are as follows:
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Note 2016 2015
Rupees '000 Rupees '000

Silk Bank Limited - Unquoted
17,698,489 preference shares of Rs. 2.5 each

As at beginning of the year - 55,740
Amortization for the year 36 - 9,744
Transferred to current assets 31 - (65,484)

As at end of the year o R

The Issuer has redeemed these preference shares during the year on maturity.

Note 2016 2015
Rupees '000 Rupees '000

LONG TERM DEPOSITS

Financial institutions 23.1 32,333 29,262
Utility companies and regulatory authorities 23.2 37,736 75,978
Customers 23.3 196,284 184,544

266,353 289,784

These represent security deposits against ljarah financing.

These have been deposited with various utility companies and regulatory authorities. These are classified as 'loans and
receivables' under IAS 39 'Financial Instruments - Recognition and Measurement' which are required to be carried at amortized
cost. However, these, being held for an indefinite period with no fixed maturity date, are carried at cost as their amortized cost is
impracticable to determine.

These have been deposited with various customers against EPC and other contracts and are refundable on completion of

projects in accordance with term of contracts. Due to uncertainties regarding dates of refund of these deposits, these have
been carried at cost.

LONG TERM ADVANCES

Note 2016 2015
Rupees '000 Rupees '000

Face value of deposits 688,000 688,000
Additions during the year 621,981 -
Recovered during the year (110,000) -
Less: unamortized notional interest 24.2 (191,182) (116,009)
As at end of the year 1,008,799 571,991

These advances have been made to various customers against renovation of show rooms for long term. These are classified
as 'loans and receivables' under IAS 39 'Financial Instruments - Recognition and Measurement' which are required to be
carried atamortized cost which has been determined using a discount rate of 10.72%.

Note 2016 2015
Rupees '000 Rupees '000

Unamortized notional interest

As at beginning of the year 116,009 -
Recognized during the year 37.2 133,730 116,009
Amortization for the year (58,557) -

As at end of the year 191,182 116,009
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Note 2016 2015
Rupees '000 Rupees '000
STORES, SPARES AND LOOSE TOOLS
Stores 141,111 94,002
Spares 596,467 662,115
Loose tools 94,161 53,968
831,739 810,085
Provision for slow moving and obsolete items 25.1 (18,824) (16,706)
812,915 793,379
Movement in provision for slow moving and obsolete items
As at beginning of the year 16,706 16,706
Recognized during the year 2,118 -
As at end of the year 18,824 16,706
There are no spare parts held exclusively for capitalization as at the reporting date.
Note 2016 2015
Rupees '000 Rupees '000
STOCK IN TRADE
Raw material
- in stores 3,115,685 2,815,016
- in transit 1,834,191 1,126,577
Provision for slow moving and obsolete items 26.1 (25,647) (22,447)
4,924,229 3,919,146
Work in process 1,033,340 1,143,657
Finished goods 1,895,253 1,125,190
Provision for slow moving and obsolete items 26.2 (7,022) (6,007)
1,888,231 1,119,183
7,845,800 6,181,986
Movement in provision for slow moving and obsolete items
As at beginning of the year 22,447 18,424
Recognized during the year 3,200 4,023
As at end of the year 25,647 22,447
Movement in provision for slow moving and obsolete items
As at beginning of the year 6,007 4,804
Recognized during the year 1,015 1,203
As at end of the year 7,022 6,007

Entire stock in trade is carried at cost being lower than net realizable value.

Stock in trade valued at Rs. 1,432 million (2015: Rs. 1,630 million) is pledged as security with providers of debt finances.
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Note 2016 2015
Rupees '000 Rupees '000

27 TRADE DEBTS - UNSECURED

Considered good

- against sale of goods 7,080,313 6,205,873
- against execution of contracts 1,353,111 1,494,500
8,433,424 7,700,373
Considered doubtful 27.2 444,589 343,603
8,878,013 8,043,976
Impairment allowance for doubtful debts 38 (444,589) (343,603)
8,433,424 7,700,373

271 These include retention money for contracts in progress amounting to Rs. 540.758 million (2015: Rs. 774.205 million) held
by the customers in accordance with contract terms.

2016 2015
Rupees '000 Rupees '000

27.2 Movement in impairment allowance

As at beginning of the year 343,603 256,484
Recognized during the year 100,986 87,119
As at end of the year 444,589 343,603

28 DUE AGAINST CONSTRUCTION WORK IN PROGRESS - UNSECURED, CONSIDERED GOOD

This represents unbilled revenue from construction work in progress.

Note 2016 2015
Rupees '000 Rupees '000

29 SHORT TERM ADVANCES

Advances to suppliers and contractors - unsecured

- considered good 678,201 748,382
- considered doubtful 32,730 25,108
Impairment allowance for doubtful advances 29.1 (32,730) (25,108)
678,201 748,382
Advances to employees- unsecured
- considered good 29.2 276,680 165,499
- considered doubtful 1,449 1,449
Impairment allowance for doubtful advances (1,449) (1,449)
276,680 165,499
954,881 913,881

29.1 Movement in impairment allowance

As at beginning of the year 25,108 22,863
Recognized during the year 7,622 2,245

As at end of the year 32,730 25,108
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Note 2016 2015
Rupees '000 Rupees '000
These include advances for
- purchases 173,163 37,055
- expenses 78,529 100,269
- traveling 24,988 22,730
- others - 5,445
276,680 165,499
SHORT TERM DEPOSITS AND PREPAYMENTS
Security deposits
- considered good 411,116 420,371
- considered doubtful 5,379 5,379
Impairment allowance for doubtful deposits (5,379) (5,379)
411,116 420,371
Margin deposits 612,986 718,891
Prepayments 38,454 70,554
Letters of credit 196,318 121,413
1,258,874 1,331,229
SHORT TERM INVESTMENTS
Investments in listed equity securities 31.1 23,106 20,040
Investment in debt securities 22.2 - 65,484
23,106 85,524

These represent investments in listed equity securities classified as 'financial assets at fair value through profit or loss'. The

details are as follows:

Note 2016 2015
Rupees '000 Rupees '000
Standard Chartered Bank (Pakistan) Limited
915,070 (2015: 915,070) ordinary shares of Rs. 10 each
Market value: Rs. 25.25 (2015: Rs. 21.9) per share
As at beginning of the year 20,040 21,596
Changes in fair value 36 & 39 3,066 (1,556)
As at end of the year 23,106 20,040
ADVANCE INCOME TAX
Advance income tax/income tax refundable 1,093,690 754,689
Provision for taxation 41 (323,783) (321,851)
769,907 432,838
CASH AND BANK BALANCES
Cash in hand 6,301 9,557
Cash at banks 545,909 568,130
552,210 577,687
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Note 2016 2015

Rupees '000 Rupees '000

34 REVENUE

Contract revenue 46 901,766 1,965,455
Sale of goods

- local 28,984,236 22,887,803
- exports 4,237,970 4,470,090

34,123,972 29,323,348

Sales tax and excise duty (3,493,794) (3,241,932)
Trade discounts (3,795,861) (959,149)

(7,289,655) (4,201,081)

26,834,317 25,122,267

35 COST OF SALES

Finished goods at the beginning of the year 1,125,190 877,488
Cost of goods manufactured 35.1 18,553,318 16,381,065
Finished goods at the end of the year (1,895,253) (1,125,190)
Cost of goods sold 17,783,255 16,133,363
Contract cost 46 767,132 1,554,675

18,550,387 17,688,038

35.1 Cost of goods manufactured

Work-in-process at beginning of the year 1,143,657 1,262,830
Raw material and components consumed 15,970,005 14,015,138
Direct wages 632,225 586,556
Factory overheads:
- salaries, wages and benefits 420,116 380,213
- traveling and conveyance 21,524 20,501
- electricity, gas and water 325,247 308,188
- repairs and maintenance 51,351 48,023
- vehicles running and maintenance 24,924 23,115
- insurance 26,350 25,523
- depreciation 20.3 780,745 689,446
- amortization of intangible assets 21 14,665 5,687
- provision for obsolete and slow moving stock 25& 26 6,333 5,226
- carriage and freight 24,472 25,216
- erection and testing 135,901 120,523
- other factory overheads 9,143 8,537
1,840,771 1,660,198
19,586,658 17,524,722
Work-in-process at end of the year (1,033,340) (1,143,657)

18,553,318 16,381,065

35.2 These include charge in respect of employees retirement benefits amounting to Rs. 32.01 million (2015: Rs. 32.64 million).
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Note 2016 2015
Rupees '000 Rupees '000
OTHER INCOME
Gain on financial instruments
Reversal of impairment loss on long term investments 22 17,126 14,241
Amortization of held-to-maturity investments 22.2 - 9,744
Changes in fair value of short term investments 31 3,066 -
Gain on sale and lease back activities 696 -
20,888 23,985
Other income
Amortization of grant-in-aid 15 2,145 2,258
Others 14,278 9,625
16,423 11,883
37,311 35,868
DISTRIBUTION COST
Salaries and benefits 37.1 364,002 317,605
Traveling and conveyance 69,147 61,013
Rent, rates and taxes 53,976 48,288
Electricity, gas, fuel and water 21,293 18,693
Repairs and maintenance 7,842 7,616
Vehicles running and maintenance 48,591 42,693
Printing and stationery 8,830 8,035
Postage, telegrams and telephones 19,611 17,432
Entertainment and staff welfare 29,288 27,061
Advertisement and sales promotion 279,856 182,892
Insurance 11,933 9,086
Freight and forwarding 394,742 319,131
Contract and tendering 5,298 5,402
Warranty period services 142,921 122,466
Others 37.2 170,466 143,662
1,627,796 1,331,075

These include charge in respect of employees retirement benefits amounting to Rest. 15.09 million (2015: Rest. 13.31 million).

These include notional interest expense amounting to Rs. 75.173 million (2015: Rs. 116.009 million) on long term advances.

(Seenote 24.2)
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Note 2016 2015
Rupees '000 Rupees '000

ADMINISTRATIVE AND GENERAL EXPENSES
Salaries and benefits 38.1 414,094 360,110
Traveling and conveyance 38,646 32,847
Rent, rates and taxes 32,967 28,395
Ujrah payments 61,762 23,264
Legal and professional 43,968 30,698
Electricity, gas and water 24,902 30,610
Auditor's remuneration 38.2 4,939 4,057
Repairs and maintenance 16,028 12,609
Vehicles running and maintenance 15,111 12,955
Printing, stationery and periodicals 4,036 4,392
Postage, telegrams and telephones 7,898 9,666
Entertainment and staff welfare 13,996 13,665
Advertisement 10,884 10,385
Insurance 8,199 10,365
Provision for doubtful debts, advances and security deposits 108,608 89,364
Depreciation 20.3 54,446 50,296
Others 23,611 34,809
884,095 758,487

These include charge in respect of employees retirement benefits amounting to Rs. 18.17 million (2015:

Rs. 19.54 million).

Note 2016 2015
Rupees '000 Rupees '000
Auditor's remuneration
Annual statutory audit 3,647 2,800
Half yearly review 600 600
Review report under Code of Corporate Governance 430 430
Out of pocket expenses 262 227
4,939 4,057
OTHER EXPENSES
Loss on financial instruments
Loss due to changes in fair value of short term investments 31 - 1,556
Loss on disposal of short term investments 708 -
708 1,556
Others
Loss on sale and lease back activities - 2,936
Workers' Profit Participation Fund 16.2 99,939 102,223
Workers' Welfare Fund 16.3 84,078 71,993
Loss on disposal of property, plant and equipment 6,135 497
Others 2,854 8,377
193,006 186,026
193,714 187,582
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Note 2016 2015
Rupees '000 Rupees '000
FINANCE COST
Interest / markup on borrowings:
redeemable capital 374,521 541,925
long term finances 235,258 281,483
liabilities against assets subject to finance lease 16,873 20,009
short term borrowings 475,346 599,462
1,101,998 1,442,879
Interest on Workers' Profit Participation Fund 16.2 5,170 4,875
Bank charges and commission 389,335 217,551
1,496,503 1,665,305
TAXATION
Provision for taxation 32&41.1
for current year 323,783 321,851
for prior years - 1,356
323,783 323,207
Deferred taxation
adjustment attributable to origination and reversal of temporary differences 167,643 319,458
adjustment attributable to changes in tax rates 14.1 (41,924) (8,523)
125,719 310,935
449,502 634,142

Provision for current tax for year ended December 31, 2016 has been made in accordance with section 18 and 154 of the
Income Tax Ordinance, 2001 (the Ordinance'). Provision for current tax for year ended December 31, 2015 was made in
accordance with section 113C 'Alternative Corporate Tax' the Ordinance. Numerical reconciliation between average effective

tax rate and applicable tax rate is as follows:

Unit 2016 2,015
Profit before taxation Rupees 4,119,442 3,514,163
Provision for taxation Rupees 449,502 634,142
Average effective tax rate % 10.91 18.05
Tax effects of:
Income taxable under final tax regime % (1.03) 3.26
Admissible deductions, losses and tax credits % 26.17 5.19
Adjustment for prior years % - (0.04)
Deferred taxation % (3.05) (8.85)
Others % (2.00) (0.61)
Applicable tax rate % 31.00 17.00

Assessments upto tax year 2016 have been finalized under the relevant provisions of the Ordinance.
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Unit 2016 2015
EARNINGS PER SHARE - BASIC AND DILUTED
Earnings
Profit after taxation Rupees '000' 3,669,940 2,880,021
Preference dividend for the year Rupees '000' (42,710) (42,710)
Profit attributable to ordinary shareholders Rupees '000' 3,627,230 2,837,311
Shares

Weighted average number of ordinary shares outstanding during the year  No. of shares 483,074,232 429,139,758

Earnings per share

Basic and diluted Rupees 7.51 6.61

As per the opinion of the Group's legal counsel, the provision for dividend at 9.5% per annum, under the original terms of issue
of preference shares, will prevail on account of preference dividend.

There is no diluting effect on the basic earnings per share of the Group as the conversion rights pertaining to outstanding
preference shares, under the original terms of issue, are no longer exercisable.

The effect of issue of ordinary and preference shares on conversion of redeemable capital, as referred to in note 11, has not
been considered for the purpose of calculation of earnings per share as the said issue is subject to various legal and regulatory
approvals which are pending as at the reporting date.

Weighted average number of ordinary shares outstanding during the year has been adjusted for bonus element in the issue of
right ordinary shares during the year for all periods presented in these financial statements.

2016 2015
Rupees '000 Rupees '000

CASH GENERATED FROM OPERATIONS

Profit before taxation 4,119,442 3,514,163
Adjustments for non-cash and other items
Interest/markup on borrowings 1,101,998 1,442,879
Notional interest 75,173 116,009
Loss on disposal of property, plant and equipment 6,135 497
Amortization of grant-in-aid (2,145) (2,258)
Amortization of intangible assets 14,665 5,687
Amortization of held-to-maturity investments - (9,744)
Share of (profit)/loss of associate (309) 13,485
(Gain)/loss on sale and lease back activities (696) 2,936
Reversal of impairment loss on long term investments (17,126) (14,241)
Changes in fair value of financial assets at fair value through profit or loss (3,066) 1,556
Impairment allowance for doubtful debts, advances and security deposits 108,608 89,364
Provision for obsolete and slow moving stock 6,333 5,226
Loss on disposal of short term investments 708 -
Depreciation 835,191 739,742
2,125,469 2,391,138
6,244,911 5,905,301
Changes in working capital
Stores, spares and loose tools (19,536) (331,239)
Stock in trade (1,670,147) 129,656
Trade debts (594,819) (663,633)
Due against construction work in progress (104,349) (18,783)
Short term advances (48,622) (86,477)
Trade deposits and short term prepayments 72,355 (478,020)
Other receivables (90,126) (202,388)
Trade and other payables 97,309 (70,355)
(2,357,935) (1,721,239)

Cash generated from operations 3,886,976 4,184,062




44

45

45.1

45.2

46

Annual Report | 2016 155

Note 2016 2015
Rupees '000 Rupees '000

CASH AND CASH EQUIVALENTS

Cash and bank balances 33 552,210 577,687
552,210 577,687

TRANSACTIONS AND BALANCES WITH RELATED PARTIES

Related parties from the Group's perspective comprise associated companies and undertakings, key management personnel
and post employment benefit plan. Key management personnel are those persons having authority and responsibility for
planning, directing and controlling the activities of the Group, directly or indirectly, and includes the Chief Executive and
Directors of the Parent Company.

Transactions with key management personnel are limited to payment of short term and post employment benefits, advances
against issue of ordinary shares and dividend payments. Transactions with post employment benefit plan are limited to
employer's contribution made. The Group in the normal course of business carries out various transactions with its associated
companies and continues to have a policy whereby all such transactions are carried out on commercial terms and conditions
which are equivalent to those prevailing in an arm's length transaction.

Details of transactions and balances with related parties are as follows:

Note 2016 2015
Rupees '000 Rupees '000

Transactions with related parties

Nature of relationship Nature of transactions

Provident Fund Trust Contribution for the year 65,270 65,490

Associated companies and undertakings Purchase of services 240,740 173,851

Key management personnel Short term employee benefits 51 46,900 42,677
Post employment benefits 51 2,707 2,395

Directors and sponsors Dividend paid 312,891 237,797

Balances with related parties

Nature of relationship Nature of balances

Provident Fund Trust Contribution payable 10,856 10,234
Key management personnel Short term employee benefits payable 3,452 3,618
Directors and sponsors Advances against issue of ordinary shares - 1,575,252

LONG TERM CONSTRUCTION CONTRACTS

Contract revenue for the year 34 901,766 1,965,455
Cost incurred to date 6,703,152 5,936,020
Contract costs for the year 35 767,132 1,554,675
Gross profit realized to date 1,711,073 1,576,439
Advances against contracts 16 5,246 4,312
Retention money receivable 540,758 774,205
Gross amount due from customers 1,940,349 1,743,942
Gross amount due to customers 12,937 11,342

Estimated future costs to complete projects in progress 337,009 303,236
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FINANCIAL INSTRUMENTS

The carrying amounts of the Group's financial instruments by class and category are as follow:

2016 2015
Rupees '000 Rupees '000

Financial assets

Cash in hand 6,301 9,557

Loans and receivables

Long term deposits 234,020 260,522
Long term advances 1,008,799 571,991
Trade debts 8,433,424 7,700,373
Due against construction work in progress 1,127,996 1,023,647
Short term advances - 5,445
Short term deposits 1,024,102 1,139,262
Other receivables 480,244 390,118
Bank balances 545,909 568,130

12,854,494 11,659,488
Financial assets at fair value through profit or loss

Short term investments 23,106 20,040

Held-to-maturity investments
Short term investments - 65,484
12,883,901 11,754,569

Financial liabilities

Financial liabilities at amortized cost

Redeemable capital 3,951,888 4,955,485
Long term finances 2,329,186 3,017,427
Liabilities against assets subject to finance lease 111,446 130,812
Trade creditors - unsecured 326,895 318,331
Foreign bills payable - secured 88,391 61,553
Accrued liabilities 158,033 156,887
Employees' provident fund 10,856 10,234
Compensated absences 26,940 24,740
Unclaimed dividend 6,717 4,105
Other payables - unsecured 19,043 6,110
Accrued interest/markup 159,422 260,904
Short term borrowings 4,981,662 4,668,901

12,170,479 13,615,489

FINANCIAL RISK EXPOSURE AND MANAGEMENT

The Group’s activities expose it to a variety of financial risks: credit risk, liquidity risk and market risk (including currency risk,
interest rate risk and price risk). These risks affect revenues, expenses and assets and liabilities of the Group.

The Group’s risk management policies are established to identify and analyze the risks faced by the Group, to set appropriate
risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and systems are reviewed
regularly to reflect changes in market conditions and the Group's activities. The Group, through its training and management
standards and procedures, aims to develop a disciplined and constructive control environment in which all employees
understand their roles and obligations.

The Board of Directors has overall responsibility for the establishment and oversight of the Group’s risk management
framework. The Board is responsible for developing and monitoring the Group’s risk management policies. The Audit
Committee oversees how management monitors compliance with the Group’s risk management policies and procedures and
reviews the adequacy of the risk management framework in relation to the risks faced by the Group. The Audit Committee is
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assisted in its oversight role by Internal Audit department. Internal Audit department undertakes both regular and ad hoc

reviews of risk management controls and procedures, the results of which are reported to the Audit Committee.

The Group’s exposure to financial risks, the way these risks affect the financial position and performance, and forecast

transactions of the Group and the manner in which such risks are managed is as follows:

Creditrisk

Creditrisk is the risk of financial loss to the Group, if the counterparty to a financial instrument fails to meet its obligations.

Maximum exposure to credit risk

The gross carrying amount of financial assets, other than cash in hand, represents maximum exposure to credit risk. The

maximum exposure to credit risk as at the reporting date is as follows:

Note 2016 2015
Rupees '000 Rupees '000
Loans and receivables
Long term deposits 23 234,020 260,522
Long term advances 24 1,199,981 688,000
Trade debts 27 8,878,013 8,043,976
Due against construction work in progress 28 1,127,996 1,023,647
Short term advances 29 - 5,445
Short term deposits 30 1,029,481 1,144,641
Bank balances 33 545,909 568,130
13,015,400 11,734,361
Financial assets at fair value through profit or loss
Short term investments 31 23,106 20,040
Held-to-maturity investments
Short term investments 22.2 - 65,484
13,038,506 11,819,885

Concentration of credit risk

There is no concentration of credit risk geographically. Maximum exposure to credit risk by type of counter-party is as follows:

2016 2015

Rupees '000 Rupees '000

Customers 11,402,274 9,940,167
Banking companies and financial institutions 1,598,496 1,798,295
Others 37,736 81,423
13,038,506 11,819,885

Credit quality and impairment

The manner in which the Group assesses the credit quality of its financial assets depends on the type of counter-party. The

Group conducts different types of transactions with the following counter-parties.

(@) Customers

Customers are counter-parties to trade debts, long term security deposits for contracts in progress, long term advances

to dealers, due against contract work in progress and retention money for contracts in progress.

These ,with the exception of trade debts and long term advances to dealers, do not carry any significant credit risk. Long
term advances to dealers are neither past due norimpaired. The ageing analysis of trade debts as at reporting date is as

follows:
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2016 2015

Gross  Accumulated Gross  Accumulated
carrying amount Impairment  carrying amount Impairment
Rupees '000 Rupees '000 Rupees '000 Rupees '000

Not yet due and past due by 1 year 7,825,624 - 7,217,346 -

1 to 2 years 534,085 - 462,923 -
2to 3 years 296,150 222,435 211,553 191,449
More than 3 years 222,154 222,154 152,154 152,154
8,878,013 444,589 8,043,976 343,603

There is no single significant customer in the trade debts of the Group. The maximum exposure to credit risk for trade
debts as at the reporting date by type of customer is:

2016 2015
Rupees '000 Rupees '000

General customers 6,452,710 6,198,172
Corporate customers 2,425,303 1,845,804
8,878,013 8,043,976

In determining the recoverability of a trade debt, the Group considers any change in the credit quality of the trade debt
from the date credit was initially granted up to the reporting date. The concentration of credit risk is limited due to the
customer base being large and unrelated. Accordingly, the management believes that there is no further provision
required in excess of the allowance for doubtful debts.

(b) Banking companies and financial institutions
Banking companies and financial institutions are counter-parties to security/margin deposits, bank balances and
investments in preference shares. The Group limits its exposure to credit risk by only investing in highly liquid securities
and only with counterparties that have reasonably high credit ratings. Given these high credit ratings, management
does not expect any counterparty to fail to meet its obligations.

(c) Others

These include employees of the Group who are counter parties to advances and utility companies and regulatory
authorities who are counter parties to long term security deposits. These do not carry any significant credit risk.

Collateral held

The Group does not hold any collateral to secure its financial assets.

Credit risk management

As mentioned in note 48.1.3 to the financial statements, the Group's financial assets do not carry significant credit risk, with the
exception of trade debts, which are exposed to losses arising from any non-performance by customers. To manage credit risk
the Group maintains procedures covering the application for credit approvals, granting and renewal of counterparty limits and
monitoring of exposures against these limits. As part of these processes the financial viability of all counterparties is regularly
monitored and assessed. The majority of sales to the Group’s customers are made on specific terms. Customer credit risk is
managed by each business unit subject to the Group’s established policy, procedures and controls relating to customer credit
risk management. Credit limits are established for all customers based on internal rating criteria. Credit quality of the customer
is assessed based on an extensive credit rating. Outstanding customer receivables are regularly monitored and any
shipments to major customers are generally covered by letters of credit or other form of creditinsurance.

Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due.

Exposure to liquidity risk

Thefollowings is the analysis of contractual maturities of financial liabilities, including estimated interest payments.
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2016
Carrying Contractual One year One to More than
amount cash flows or less five years five years
Rupees '000' Rupees '000' Rupees'000' Rupees'000' Rupees '000'
Redeemable capital 3,951,888 4,799,314 1,095,068 3,704,246 -
Long term finances 2,329,186 2,674,133 1,096,264 1,577,869 -
Liabilities against assets -
subject to finance lease 111,446 121,179 72,210 48,969 -
Short term borrowings 4,981,662 5,067,242 5,067,242 - -
Accrued interest/markup 159,422 159,422 159,422 - -
Trade and other payables 326,895 361,155 361,155 - -
11,860,499 13,182,445 7,851,361 5,331,084 -
2015
Carrying Contractual One year One to More than
amount cash flows or less five years five years
Rupees '000' Rupees '000' Rupees '000' Rupees '000' Rupees '000'
Redeemable capital 4,955,485 6,243,828 1,464,522 4,779,306 -
Long term finances 3,017,427 3,602,551 1,069,353 2,464,714 68,484
Liabilities against assets
subject to finance lease 130,812 148,234 81,501 66,733 -
Short term borrowings 4,668,901 4,700,026 4,700,026 - -
Accrued interest/markup 260,904 260,904 260,904 - -
Trade and other payables 318,331 357,493 357,493 - -

13,351,860 15,313,036 7,933,799 7,310,753 68,484

48.2.2 Liquidity risk management

The responsibility for liquidity risk management rests with the Board of Directors, who has built an appropriate liquidity risk
management framework for the management of the Group’s short, medium and long-term funding and liquidity management
requirements. The Group manages liquidity risk by maintaining adequate reserves, banking facilities and reserve borrowing
facilities, by continuously monitoring forecast and actual cash flows and matching the maturity profiles of financial assets and
liabilities. As referred to in note 17.4 the Group has additional undrawn facilities of Rs. 5,895 million (2015: Rs. 1,705 million) at
its disposal to further reduce liquidity risk.

48.3 Market risk

48.3.1 Currencyrisk
Currency risk is the risk that fair values or future cash flows of a financial instrument will fluctuate because of changes in foreign
exchange rates. Currency risk arises from transactions and resulting balances that are denominated in a currency other than
functional currency.

(a) Exposuretocurrencyrisk

The Group's exposure to currency risk as at the reporting date is as follows:
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2016 2015

Financial assets

Financial liabilities

Foreign bills payable

Rupees '000 Rupees '000

uSD (57,774) (61,553)
CNY (2,529) -
EUR (28,088) -
(88,391) (61,553)
Net balance sheet exposure (88,391) (61,553)
Foreign currency commitments
AUD - (1,071)
CHE (14,368) -
CNY (44,152) -
EUR (325,273) (297,962)
GBP (5,065) (218)
JPY (29,805) -
uSD (3,817,491) (1,542,971)

(4,236,154)  (1,842,222)

Net exposure

(4,324,545) (1,908,775)

(b) Exchange rates applied as at the reporting date

The following spot exchange rates were applied as at the reporting date.

2016

2015

Assets Liabilities
Rupees '000 Rupees '000

AUD - -

GBP - 128.7300
EUR - 110.3200
uSD - 104.8000
CHF - 102.6600
CNY - 15.0800
JPY - 0.8979

(c) Sensitivity analysis

Assets Liabilities
Rupees '000  Rupees '000

- 76.1200
- 154.9900
- 114.2200
- 104.3000

Afive percent appreciation in Pak Rupee against foreign currencies would have increased profit and equity for the year
by Rs. 4.420 million (2015: Rs. 3.078 million). A five percent depreciation in Pak Rupee would have had an equal but
opposite effect on profit for the year. The analysis assumes that all other variables, in particular interest rates, remain

constant and ignores the impact, if any, on provision for taxation for the year.

(d) Currencyrisk management

The Group manages its exposure to currency risk through continuous monitoring of expected/forecast committed and
non-committed foreign currency payments and receipts. Reports on forecast foreign currency transactions, receipts
and payments are prepared on monthly basis, exposure to currency risk is measured and appropriate steps are taken
to ensure that such exposure is minimized while optimizing return. This includes matching of foreign currency

liabilities/payments to assets/receipts and using source inputs in foreign currency.

48.3.2 Interestraterisk

Interest rate risk is the risk that fair values or future cash flows of a financial instrument will fluctuate because of changes in

interestrates.
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(@) Interest/markup bearing financial instruments

The effective interest/markup rates for interest/markup bearing financial instruments are mentioned in relevant notes to
the financial statements. The Group's interest/markup bearing financial instruments as at the reporting date are as
follows:

2016 2015
Rupees '000 Rupees '000

Fixed rate instruments - -

Variable rate instruments
Financial liabilities 11,330,172 12,687,025
(b) Fairvalue sensitivity analysis for fixed rate instruments
The Group does not have any fixed rate financial instruments.
(c) Cashflow sensitivity analysis for variable rate instruments
An increase of 100 basis points in interest rates as at the reporting date would have decreased profit for the year by Rs.
113.302 million (2015: Rs. 126.870 million). A decrease of 100 basis points would have had an equal but opposite effect
on profit for the year. The analysis assumes that all other variables, in particular foreign exchange rates, remain constant
and ignores the impact, if any, on provision for taxation for the year.
(d) Interestrate risk management
The Group manages interest rate risk by analyzing its interest rate exposure on a dynamic basis. Cash flow interest rate
risk is managed by simulating various scenarios taking into consideration refinancing, renewal of existing positions and
alternative financing. Based on these scenarios, the Group calculates impact on profit after taxation and equity of
defined interest rate shift, mostly 100 basis points.
Price risk
Price risk represents the risk that the fair value or future cash flows of financial instrument will fluctuate because of changes in
market prices, other than those arising from interest rate risk or currency risk, whether those changes are caused by factors
specific to the individual financial instrument or its issuer, or factors affecting all similar financial instruments. The Group is
exposed to price risk in respect of its investments in equity securities. However, the risk is minimal as these investments are
held for strategic purposes rather than trading purposes. The Group does not actively trade in these investments.

FAIR VALUE MEASUREMENTS

The Group measures some of its assets at fair value at the end of each reporting period. Fair value measurements are
classified using a fair value hierarchy that reflects the significance of the inputs used in making the measurements and has the
following levels.

Level 1 Quoted prices (unadjusted) in active markets for identical assets or liabilities.

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

Level 3 Inputs for the asset or liability that are not based on observable market data (that is, unobservable
inputs).

The fair value hierarchy of financial instruments measured at fair value and the information about how the fair values of these
financial instruments are determined are as follows:

Financial instruments measured at fair value

Recurring fair value measurements
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Financial instruments Hierarchy

Valuation techniques and key inputs

2016 2015

Financial assets at fair value
through profit or loss

Investments in quoted

equity securities Level 1

Quoted bid prices in an active market

Rupees '000 Rupees '000

23,106 20,040

Non-recurring fair value measurements

There are no non-recurring fair value measurements as at the reporting date.

Financial instruments not measured at fair value

The management considers the carrying amount of all financial instruments not measured at fair value at the end of each
reporting period to approximate their fair values as at the reporting date.

Assets and liabilities other than financial instruments

Recurring fair value measurements

For recurring fair value measurements, the fair value hierarchy and information about how the fair values are determined is as

follows:
Level 1 Level 2 Level 3 2016 2015
Rupees '000  Rupees '000
Freehold land - 539,232 - 539,232 539,232
Buildings - 3,032,978 - 3,032,978 3,179,485
Plant and machinery - 12,263,722 - 12,263,722 11,314,818

For fair value measurements categorised into Level 2 and Level 3 the following information is relevant:

Valuation technique

Significant inputs Sensitivity

Freehold land Market comparable
approach that reflects recent
transaction prices for similar

properties

Cost approach that reflects
the cost to the market
participants to  construct
assets of comparable utility
and age, adjusted for
obsolescence and
depreciation. There was no
change in valuationtechnique
during the year.

Buildings

Estimated purchase price, A 5% increase in estimated
including non-refundable purchase price, including non-
purchase taxes and other refundable purchase taxes
costs directly attributable to and other costs directly
the acquisition. attributable to the acquisition
would result in a significant
increase in fair value of
buildings by Rs. 26.962 million
(2015: Rs. 26.962 million).

Estimated construction costs A 5% increase in estimated

and other ancillary construction and other

expenditure. ancillary expenditure would
result in a significant increase
in fair value of buildings by
Rs. 151.649 million (2015: Rs.
158.974 million).
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Valuation technique

Significant inputs

Sensitivity

Plant and machinery

Cost approach that reflects
the cost to the market
participants to acquire assets
of comparable utility and age,
adjusted for obsolescence
and depreciation. There was
no change in valuation
technique during the year.

Estimated purchase price,
including import duties and
non-refundable purchase
taxes and other costs directly
attributable to the acquisition
or construction, erection and
installation.

A 5% increase in estimated
purchase price, including
import duties and non-
refundable purchase taxes
and other directly attributable
costs would result in a
significant increase in fair
value of plant and machinery

by Rs. 613.186 million (2015:
Rs. 565.741 million).

Reconciliation of fair value measurements categorized in Level 3 is presented in note 20.4.
There were no transfers between fair value hierarchies during the year.

Non-recurring fair value measurements

There are no non-recurring fair value measurements as at the reporting date.

CAPITAL MANAGEMENT

The Group's objective when measuring capital is to safeguard the Group's ability to continue as going concern while providing
returns for shareholders and benefits for other stakeholders and to maintain an optimal capital structure through debt and
equity balance. The Group manages its capital structure and makes adjustments to it in light of changes in economic
conditions. In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid to
shareholders or issue of new shares. Consistent with others in industry, the Group monitors capital on the basis of gearing
ratio which is debt divided by total capital employed. Debt comprises long term finances, redeemable capital and liabilities
against assets subject to finances lease, including current maturity. Total capital employed includes total equity (as shown in
the balance sheet plus advances against issue of ordinary shares and surplus on revaluation of property, plant and
equipment) plus debt. During the period, the Group's strategy was to maintain the gearing ratio below 30% and 'A' credit rating.
The gearing ratios as at the reporting date are as follows:

Unit 2016 2015
Total debt Rupees '000' 6,392,520 8,103,724
Total equity Rupees '000' 25,511,232 19,995,776
Total capital employed Rupees '000' 31,903,752 28,099,500
Gearing ratio % age 20.04 28.84

The Group is not subject to externally imposed capital requirements, except those related to maintenance of debt covenants,
commonly imposed by the providers of debt finance.

REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES
The aggregate amount charged to profit or loss in respect of chief executive, directors and executives on account of

managerial remuneration, allowances and perquisites, post employment benefits and the number of such directors and
executives is as follows:
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Chief Executive Directors Executives
2016 2015 2016 2015 2016 2015
Rupees '000' Rupees '000' Rupees '000' Rupees '000' Rupees '000' Rupees '000'

Remuneration 12,046 6,511 28,519 30,686 215,879 206,045
House rent 1,205 565 2,017 1,749 51,224 48,887
Utilities 1,205 330 1,389 1,182 26,204 22,448
Bonus - - - - 37,154 38,751
Post employment benefits - - 2,707 2,395 37,950 19,551
Meeting fee - - 272 568 - -

Reimbursable expenses

Motor vehicles expenses - 214 65 986 22,171 23,208
Medical expenses - - 182 454 10,840 12,264

14,456 7,620 35,151 38,020 401,422 371,154
Number of persons 1 1 5 5 167 170

Chief executive, directors and executives have been provided with free use of the Group's vehicles.
No remuneration has been paid to non-executive directors

SEGMENT INFORMATION

An operating segmentis a component of an entity:

(@) that engages in business activities from which it may earn revenues and incur expenses (including revenues and
expenses relating to transactions with other components of the same entity),

(b) whose operating results are regularly reviewed by the entity’s chief operating decision maker to make decisions about
resources to be allocated to the segment and assess its performance, and

(¢) forwhichdiscrete financial information is available.
Information about the Group's reportable segments as at the reporting date is as follows:
Segments Nature of business

Power Division Manufacturing and distribution of Transformers, Switch Gears, Energy Meters,
Power Transformers and Engineering, Procurement and Construction Contracting.

Appliances Division Manufacturing, assembling and distribution of Refrigerators, Air conditioners,
Deep Freezers, Microwave ovens, Washing Machines and other Home Appliances.

Power Division Appliances Division Total
2016 2015 2016 2015 2016 2015
Rupees '000' Rupees '000' Rupees '000' Rupees '000' Rupees '000' Rupees '000'

Revenue 14,605,040 14,140,453 19,518,932 15,182,895 34,123,972 29,323,348
Finance cost 654,375 818,131 842,128 847,174 1,496,503 1,665,305
Depreciation and amortization 424,037 365,260 425,819 380,169 849,856 745,429
Segment profit before tax 1,540,452 1,481,149 2,731,790 2,197,038 4,272,242 3,678,187
Segment assets 16,994,090 20,193,421 22,513,440 15,178,096 39,507,530 35,371,517
2016 2015

Rupees '000 Rupees '000

Reconciliation of segment profit

Total profit for reportable segments 4,272,242 3,678,187
Un-allocated other expenses (152,800) (164,024)

Profit before taxation 4,119,442 3,514,163
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2016 2015
Rupees '000 Rupees '000
Reconciliation of segment assets
Total assets for reportable segments 39,507,530 35,371,517
Other corporate assets 819,354 777,759
Total assets 40,326,884 36,149,276
Information about major customers
Revenue derived from Lahore Electric Supply Company 2,579,985 -
Revenue derived from Multan Electric Power Company - 2,566,562

EMPLOYEES PROVIDENT FUND TRUST

The following information is based on the un-audited financial statements of the Pak Elektron Limited Employees Provident
Fund Trust for the year ended December 31, 2016.

2016 2015
Size of the fund -total assets Rupees '000' 377,581 298,477
Cost/fair value of investments Rupees '000' 281,500 220,388
Percentage of investments made % age 74.55 73.84
The break-up of investments is as follows:
2016 2015
Rupees '000' % age  Rupees '000' % age
Government securities 75,000 26.64 105,000 47.64
Deposit accounts with commercial banks 206,500 73.36 115,388 52.36
281,500 100.00 220,388 100.00
PLANT CAPACITY AND ACTUAL PRODUCTION
2016 2015
Actual Actual
Annual production Annual production
production  during the production during the
Unit capacity year capacity year
Transformers/Power Transformers MVA 7,000 4,966 6,500 4171
Switch gears Nos. 12,000 8,378 12,000 8,311
Energy meters Nos. 1,700,000 624,414 1,700,000 320,875
Air conditioners Tonnes 179,950 44,949 90,000 40,953
Refrigerators/deep freezers Cfts. 6,950,000 5,153,397 5,500,000 4,520,052
Microwave ovens Litres 850,000 394,220 700,000 389,809

Under utilization of capacity is mainly attributable to consumer demand.

DATE OF AUTHORIZATION FOR ISSUE

These financial statements were authorized for issue on March 15, 2017 by the Board of Directors of the Parent Company.

NUMBER OF EMPLOYEES

Total number of employees of the Group as at the reporting date are 6,214 (2015: 6,191). Average number of persons
employed by the Group during the year are 6,024 (2015: 6,383).
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57 RECOVERABLE AMOUNTS AND IMPAIRMENT
As at the reporting date, recoverable amounts of all assets/cash generating units are equal to or exceed their carrying
amounts, unless stated otherwise in these financial statements.

58 EVENTS AFTER THE REPORTING PERIOD
The Board of Directors in their meeting held on March 15, 2017 has proposed a dividend on ordinary shares at Rs.1.75 per
ordinary share of Rs. 10 each. The proposed dividend is subject to approval by shareholders in the forthcoming annual
general meeting.

59 GENERAL

59.1 Figures have been rounded off to the nearest thousands.

59.2  Comparative figures have been rearranged and reclassified, where necessary, for the purpose of comparison. However, there
were no significant reclassifications during the year.

M. MURAD SAIGOL SYED MANZAR HASSAN

Chief Executive Officer Director
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AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed balance sheet of PAK ELEKTRON LIMITED (“the Company”) as at December
31, 2016 and the related profit and loss account/statement of comprehensive income, cash flow statement
and statement of changes in equity together with the notes forming part thereof, for the year then ended 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 purpose of our audit.

Itis 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 requirements 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 applicable in Pakistan. These
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
above said statements are free 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 above said statements. We believe that our audit provides a reasonable basis
for our opinion and, after due verification, we report that-

a) in our opinion, proper books of accounts have been kept by the Company as required by the
Companies Ordinance, 1984;

b) inouropinion-

i. 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 are in agreement with the books of
accounts and are further in accordance with accounting policies consistently applied.

ii. the expenditure incurred during the year was for the purpose of the Company's business; and

iii. the business conducted, investments made and the expenditure incurred during the year were
in accordance with the objects of the Company;

c) 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 changes in equity together with the notes forming part thereof conform with approved
accounting standards as applicable in Pakistan, and, give the information required by the Companies
Ordinance, 1984, in the manner so required and respectively give a true and fair view of the state of the
Company's affairs as at December 31, 2016 and of the profit, other comprehensive income, its cash
flows and changes in equity for the year then ended; and

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

RAHMAN SARFARAZ RAHIM IQBAL RAFIQ
Chartered Accountants

Engagement Partner: ZUBAIR IRFAN MALIK
Lahore: March 15,2017
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BALANCE SHEET

as at December 31, 2016

Note 2016 2015
Rupees '000 Rupees '000
EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES
Authorized capital 6 6,000,000 6,000,000
Issued, subscribed and paid-up capital 7 5,426,392 4,431,029
Capital reserve 8 4,279,947 1,293,858
Accumulated profit 6,784,446 5,258,423
TOTAL EQUITY 16,490,785 10,983,310
ADVANCES AGAINST ISSUE OF ORDINARY SHARES 9 - 1,575,252
SURPLUS ON REVALUATION OF PROPERTY, PLANT AND EQUIPMENT 10 4,668,386 4,804,200
LIABILITIES
NON-CURRENT LIABILITIES
Redeemable capital - secured 11 3,151,594 3,879,209
Long term finances -secured 12 1,406,092 2,186,511
Liabilities against assets subject to finance lease 13 46,384 61,349
Deferred taxation 14 1,598,160 1,804,911
Deferred income 15 40,755 42,900
6,242,985 7,974,880
CURRENT LIABILTIES
Trade and other payables 16 796,525 730,201
Accrued interest/markup 159,422 260,904
Short term borrowings 17 4,981,662 4,668,901
Current portion of non-current liabilities 18 1,788,450 1,976,655
7,726,059 7,636,661
TOTAL LIABILITIES 13,969,044 15,611,541
CONTINGENCIES AND COMMITMENTS 19
TOTAL EQUITY AND LIABILITIES 35,128,215 32,974,303

The annexed notes from 1 to 58 form an integral part of these financial statements.

M. MURAD SAIGOL
Chief Executive Officer
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Note 2016 2015
Rupees '000 Rupees '000
ASSETS
NON-CURRENT ASSETS
Property, plant and equipment 20 16,442,378 15,509,612
Intangible assets 21 323,656 338,321
Long term investments 22 26,441 9,006
Long term deposits 23 266,353 289,784
17,058,828 16,146,723
CURRENT ASSETS
Stores, spares and loose tools 24 812,915 793,379
Stock in trade 25 7,693,450 5,485,816
Trade debts - unsecured 26 3,842,374 5,583,326
Due against construction work in progress -unsecured, considered good 27 1,127,996 1,023,647
Short term advances -unsecured 28 954,881 913,881
Short term deposits and prepayments 29 1,258,874 1,331,229
Other receivables - unsecured, considered good 480,244 390,118
Short term investments 30 23,106 85,524
Advance income tax 31 1,419,797 793,282
Cash and bank balances 32 455,750 427,378
18,069,387 16,827,580
TOTAL ASSETS 35,128,215 32,974,303

The annexed notes from 1 to 58 form an integral part of these financial statements.

SYED MANZAR HASSAN

Director
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PROFIT AND LOSS ACCOUNT/STATEMENT OF COMPREHENSIVE INCOME

for the year ended December 31, 2016

Note 2016 2015

Rupees '000 Rupees '000

Revenue 33 24,002,363 23,355,652
Sales tax and discount 33 (3,496,100) (8,252,765)
Revenue - net 20,506,263 20,102,887
Cost of sales 34 (16,765,481) (16,126,536)
Gross profit 3,740,782 3,976,351
Other income 35 37,620 22,383
Distribution cost 36 (401,297) (394,017)
Administrative and general expenses 37 (486,866) (428,092)
Other expenses 38 (147,613) (154,434)
(1,035,776) (976,543)

Operating profit 2,742,626 3,022,191
Finance cost 39 (886,936) (1,118,806)
Profit before taxation 1,855,690 1,908,385
Taxation 40 95,203 (231,019)
Profit after taxation 1,950,893 1,672,366
Other comprehensive income o -

Total comprehensive income 1,950,893 1,672,366
Earnings per share - basic and diluted 41 3.95 3.80

The annexed notes from 1 to 58 form an integral part of these financial statements.

M. MURAD SAIGOL
Chief Executive Officer

SYED MANZAR HASSAN

Director
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Note 2016 2015
Rupees '000 Rupees '000
CASH FLOW FROM OPERATING ACTIVITIES
Cash generated from operations 42 2,659,411 2,864,469
Payments for:
Interest/markup on borrowings (657,472) (1,151,382)
Income tax (676,645) (436,978)
Net cash generated from operating activities 1,325,294 1,276,109
CASH FLOW FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment (1,730,712) (1,878,365)
Proceeds from disposal of property, plant and equipment 37,716 125,949
Long term deposits made - (96,976)
Long term deposits refunded 23,431 -
Proceeds from disposal of short term investments 64,776 -
Net cash used in investing activities (1,604,789) (1,849,392)
CASH FLOW FROM FINANCING ACTIVITIES
Proceeds from issue of right ordinary shares 2,406,200 -
Advances against issue of ordinary shares - 1,575,252
Redemption of redeemable capital (1,003,597) (674,491)
Long term finances obtained 58,068 2,062,633
Repayment of long term finances (746,309) (2,147,266)
Proceeds from sale and lease back activities 4,434 52,068
Repayment of liabilities against assets subject to finance lease (104,200) (89,847)
Net increase in short term borrowings 312,761 427,954
Dividend paid (619,490) (493,577)
Net cash generated from financing activities 307,867 712,726
NET INCREASE IN CASH AND CASH EQUIVALENTS 28,372 139,443
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE YEAR 427,378 287,935
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 43 455,750 427,378

The annexed notes from 1 to 58 form an integral part of these financial statements.

M. MURAD SAIGOL
Chief Executive Officer

SYED MANZAR HASSAN

Director



174 Pak Elektron Limited

STATEMENT OF CHANGES IN EQUITY

for the year ended December 31, 2016

Issued
subscribed and Capital Accumulated Total
paid-up capital reserve profit equity
Note Rupees '000 Rupees '000 Rupees '000  Rupees '000
Balance as at January 01, 2015 4,431,029 1,293,858 3,876,195 9,601,082
Comprehensive income
Profit after taxation - - 1,672,366 1,672,366
Other comprehensive income - - - -
Total comprehensive income - - 1,672,366 1,672,366
Incremental depreciation 10 - - 207,544 207,544
Transaction with owners
Interim dividend on ordinary shares
@ Rs. 1.25 per share - - (497,682) (497,682)
Balance as at December 31, 2015 4,431,029 1,293,858 5,258,423 10,983,310
Balance as at January 01, 2016 4,431,029 1,293,858 5,258,423 10,983,310
Comprehensive income
Profit after taxation - - 1,950,893 1,950,893
Other comprehensive income - - - -
Total comprehensive income - - 1,950,893 1,950,893
Incremental depreciation 10 - - 197,232 197,232
Transaction with owners
Issue of right ordinary shares 995,363 2,986,089 - 3,981,452
Interim dividend on ordinary shares
@ Rs. 1.25 per share - - (622,102) (622,102)
995,363 2,986,089 (622,102) 3,359,350
Balance as at December 31, 2016 5,426,392 4,279,947 6,784,446 16,490,785

The annexed notes from 1 to 58 form an integral part of these financial statements.

M. MURAD SAIGOL SYED MANZAR HASSAN
Chief Executive Officer Director
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NOTES TO AND FORMING PART OF FINANCIAL STATEMENTS

for the year ended December 31, 2016

2.1

2.2

23

2.4

2.4.1

2.4.2

243

REPORTING ENTITY

Pak Elektron Limited ('the Company') was incorporated in Pakistan on March 03, 1956 as a Public Limited Company under the
Companies Act, 1913 (replaced by the Companies Ordinance, 1984). Registered office of the Company is situated at 17 - Aziz
Avenue, Canal Bank, Gulberg -V, Lahore. The Company is currently listed on Pakistan Stock Exchange Limited. The principal
activity of the Company is manufacturing and sale of electrical capital goods and domestic appliances.

The Company is currently organized into two main operating divisions - Power Division and Appliances Division. The
Company's activities are as follows:

Power Division: Manufacturing and distribution of transformers, switchgears, energy meters, power transformers, construction
of grid stations and electrification works.

Appliances Division: Manufacturing, assembling and distribution of refrigerators, deep freezers, air conditioners, microwave
ovens, washing machines and other home appliances.

BASIS OF PREPARATION
Separate financial statements

These financial statements are the separate financial statements of the Company in which investments in subsidiary and
associated entities are accounted for on the basis of cost rather than on the basis of reported results. Consolidated financial
statements are prepared and presented separately.

Statement of compliance

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

Basis of measurement

These financial statements have been prepared under the historical cost convention except for certain items of property, plant
and equipment at revalued amounts, certain assets at recoverable amounts, monetary assets and liabilities denominated in
foreign currency measured at spot exchange rates and certain financial instruments measured at fair value/amortized cost. In
these financial statements, except for the amounts reflected in the cash flow statement, all transactions have been accounted
foron accrual basis.

Judgements, estimates and assumptions

The preparation of financial statements requires management to make judgements, estimates and assumptions that affect the
application of accounting policies and the reported amounts of assets, liabilities, income and expenses. The estimates and
associated assumptions and judgements are based on historical experience and various other factors that are believed to be
reasonable under the circumstances, the result of which forms the basis of making judgements about carrying values of assets
and liabilities that are not readily apparent from other sources. Subsequently, actual results may differ from these estimates.
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized
in the period in which the estimate is revised and in any future periods affected. Judgements made by management in the
application of approved accounting standards that have significant effect on the financial statements and estimates with a risk
of material adjustmentin subsequent years are as follows:

Depreciation method, rates and useful lives of property, plant and equipment (see note 5.1.1)

The Company reassesses useful lives, depreciation method and rates for each item of property, plant and equipment annually
by considering expected pattern of economic benefits that the Company expects to derive from that item.

Amortization method, rates and useful lives of intangible assets (see note 5.2)

The Company reassesses useful lives, amortization method and rates for each intangible asset annually by considering
expected pattern of economic benefits that the Company expects to derive from that asset.

Recoverable amount and impairment (see note 5.26)

The management of the Company reviews carrying amounts of its assets for possible impairment and makes formal estimates
of recoverable amount ifthere is any such indication.
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2.4.8
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Goodwill

Determining whether goodwill is impaired requires an estimation of the value in use of the cash-generating units to which
goodwill has been allocated. The calculation of value in use requires the entity to estimate the future cash flows expected to
arise from the cash-generating unit and a suitable discount rate in order to calculate present value.

Trade and other receivables

The Company assesses the recoverability of its trade debts and other receivables if there is objective evidence that the
Company will not be able to collect all the amount due according to the original terms. Significant financial difficulties of the
debtors, probability that the debtor will enter bankruptcy and default or delinquency in payments are considered indicators that
thetrade debtis impaired.

Investments

The Company reviews the carrying amounts of its investments in equity securities for possible indications of impairment.
Indicators considered include financial position and credit rating of the investee entity and changes in values of investment by
reference to active market, ifany.

Revaluation of property, plant and equipment (see note 5.1.1)

Revaluation of property, plant and equipment is carried out by independent professional valuers. Revalued amounts of non-
depreciable items are determined by reference to local market values and that of depreciable items are determined by
reference to present depreciated replacement values.

Taxation (see note 5.21)

The Company takes into account the currentincome tax law and decisions taken by appellate and other relevant legal forums
while estimating its provision for current tax. Provision for deferred tax is estimated after taking into account historical and
expected future turnover and profit trends and their taxability under the current tax law.

Provisions (see note 5.15)

Provisions are based on best estimate of the expenditure required to settle the present obligation at the reporting date, that is,
the amount that the Company would rationally pay to settle the obligation at the reporting date or to transfer it to a third party.
Net realizable values (see note 5.4)

The Company reviews the net realizable values of stock in trade to assess any diminution in the respective carrying amounts.
Netrealizable value is determined with reference to estimated selling prices less estimated costs necessary to make the sale.
Estimated future costs to complete projects in progress (see note 5.19)

As part of the application of percentage of completion method on contract accounting, the project costs are estimated. These
estimates are based on the prices of materials and services applicable at that time, forecasted increases and expected
completion date at the time of such estimation. Such estimates are reviewed at regular intervals. Any subsequent changes in
the prices of materials and services compared to forecasted prices and changes in the time of completion affect the results of
the subsequent periods.

Functional currency
These financial statements have been prepared in Pak Rupees which is the Company's functional currency.
NEW AND REVISED STANDARDS, INTERPRETATIONS AND AMENDMENTS EFFECTIVE DURING THE YEAR.

The following new and revised standards, interpretations and amendments are effective in the current year but are either not
relevant to the Company or their application does not have any material impact on the financial statements of the Company
otherthan presentation and disclosures.

IFRS 14 - Regulatory Deferral Accounts (2014)

The standard permits an entity which is a first-time adopter of International Financial Reporting Standards to continue to
account, with some limited changes, for 'regulatory deferral account balances'in accordance with its previous GAAP, both on
initial adoption of IFRS and in subsequent financial statements.

Equity Method in Separate Financial Statements (Amendments to IAS 27 - Separate Financial Statements)

IAS 27 - Separate Financial Statements has been amended to permitinvestments in subsidiaries, joint ventures and associates
to be optionally accounted for using the equity method in separate financial statements.

Accounting for Acquisitions of Interests in Joint Operations (Amendments to IFRS 11 - Joint Arrangements)

IFRS 11 - Joint Arrangements has been amended to require an acquirer of an interest in a joint operation in which the activity
constitutes a business (as defined in IFRS 3 Business Combinations) to:
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- Apply all of the business combinations accounting principles in IFRS 3 and other IFRSs, except for those principles that
conflictwith the guidancein IFRS 11.

- Disclose the information required by IFRS 3 and other IFRSs for business combinations.

The amendments apply both to the initial acquisition of an interest in joint operation, and the acquisition of an additional interest
inajoint operation (inthe latter case, previously held interests are not remeasured).

Clarification of Acceptable Methods of Depreciation and Amortization (Amendments to IAS 16 — Property, Plant and
Equipment and IAS 38 - Intangible Assets)

IAS 16 - Property, Plantand Equipment and IAS 38 -Intangible Assets have been amended to:

- Clarify that a depreciation method that is based on revenue that is generated by an activity that includes the use of an
assetis not appropriate for property, plantand equipment.

- Introduce a rebuttable presumption that an amortisation method that is based on the revenue generated by an activity
thatincludes the use of an intangible asset is inappropriate, which can only be overcome in limited circumstances where
the intangible asset is expressed as a measure of revenue, or when it can be demonstrated that revenue and the
consumption of the economic benefits of the intangible asset are highly correlated.

- Add guidance that expected future reductions in the selling price of an item that was produced using an asset could
indicate the expectation of technological or commercial obsolescence of the asset, which, in turn, might reflect a
reduction of the future economic benefits embodied in the asset.

Investment Entities: Applying the Consolidation Exception (Amendments to IFRS 10 - Consolidated Financial
Statements, IFRS 12 - Disclosure of Interests in Other Entities, IAS 28 - Accounting for Investments in Associates and
Joint Ventures)

The amendments address issues that have arisen in the context of applying the consolidation exception for investment entities.

Agriculture: Bearer Plants (Amendments to IAS 16 — Property, Plantand Equipment and IAS 41 — Agriculture)
IAS 16 - Property, Plantand Equipment and IAS 41 - Agriculture have been amended to:

- Include 'bearer plants' within the scope of IAS 16 rather than IAS 41, allowing such assets to be accounted for a property,
plantand equipment and measured after initial recognition on a cost or revaluation basis in accordance with IAS 16.

- Introduce a definition of 'bearer plants' as a living plant that is used in the production or supply of agricultural produce, is
expected to bear produce for more than one period and has a remote likelihood of being sold as agricultural produce,
except forincidental scrap sales.

- Clarify that produce growing on bearer plants remains within the scope of IAS 41.
Disclosure initiative (Amendments to IAS 1 - Presentation of Financial Statements)

IAS 1 Presentation of Financial Statements has been amended to address perceived impediments to preparers exercising their
judgementin presenting their financial reports by making the following changes:

- Clarification that information should not be obscured by aggregating or by providing immaterial information, materiality
considerations apply to the all parts of the financial statements, and even when a standard requires a specific
disclosure, materiality considerations do apply;

- Clarification that the list of line items to be presented in these statements can be disaggregated and aggregated as
relevant and additional guidance on subtotals in these statements and clarification that an entity's share of OCI of equity-
accounted associates and joint ventures should be presented in aggregate as single line items based on whether or not
it will subsequently be reclassified to profit or loss;

- Additional examples of possible ways of ordering the notes to clarify that understandability and comparability should be
considered when determining the order of the notes and to demonstrate that the notes need not be presented in the
order sofarlisted in paragraph 114 of IAS 1.

Annual Improvements 2012-2014 cycle
These improvements make amendments to the following standards:

- IFRS 5 - Non-current Assets Held for Sale and Discontinued Operations - Adds specific guidance in IFRS 5 for cases
in which an entity reclassifies an asset from held for sale to held for distribution or vice versa and cases in which held-for-
distribution accounting is discontinued.

- IFRS 7 - Financial Instruments: Disclosures - Additional guidance to clarify whether a servicing contract is continuing
involvement in atransferred asset, and clarification on offsetting disclosures in condensed interim financial statements.

- IAS 19 - Employee Beneéfits - Clarify that the high quality corporate bonds used in estimating the discount rate for post-
employment benefits should be denominated in the same currency as the benefits to be paid.

- IAS 34 - Interim Financial Reporting - Clarify the meaning of 'elsewhere in the interim report' and require a cross-
reference.
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NEW AND REVISED STANDARDS, INTERPRETATIONS AND AMENDMENTS NOT YET EFFECTIVE.

The following standards, interpretations and amendments are in issue which are not effective as at the reporting date and have
not been early adopted by the Company.

Effective date
(annual periods beginning
on or after)

IFRS 9 — Financial Instruments (2014) January 01, 2018
IFRS 15 — Revenue from Contracts with Customers (2014) January 01, 2018
IFRS 16 — Leases (2016) January 01, 2019
Sale or contribution of assets between an Investor and its Associate or Joint Venture Deferred Indefinitely

(Amendmentsto IFRS10 - ConsolidatedFinancial Statementsand IAS 28 - Investments
in Associates and Joint Ventures).

Recognition of Deferred Tax Assets for Unrealized Losses (Amendments to IAS 12 - January 01, 2017
Income Taxes)

Disclosure initiative (Amendments to IAS 7 - Statement of Cash Flows) January 01, 2017
Clarifications to IFRS 15 - Revenue from Contracts with Customers January 01, 2018
IFRIC 22 - Foreign Currency Transactions and Advances Consideration January 01, 2018
Classification and Measurementof Share-based Payment Transactions (Amendments January 01, 2018
to IFRS 2 - Share-based Payment)

Applying IFRS9 'Financial Instruments'with IFRS4 'Insurance Contracts' (Amendments January 01, 2018
to IFRS 4 - Insurance Contracts)

Transfers of Investment Property (Amendments to IAS 40 - Investment Property) January 01, 2018
Annual Improvements to IFRS Standards 2014-2016 Cycle January 01, 2018

The Company intends to adopt these new and revised standards, interpretations and amendments on their effective dates,
subject to, where required, notification by Securities and Exchange Commission of Pakistan under section 234 of the
Companies Ordinance, 1984 regarding their adoption. The management anticipates that, except as stated below, the
adoption of the above standards, amendments and interpretations in future periods, will have no material impact on the
Company's financial statements other than in presentation/disclosures.

IFRS 9 - Financial Instruments: Classification and Measurement (2014)

IFRS 9 replaces IAS 39 - Financial Instruments: Recognition and Measurement. The standard contains requirements in the
following areas:

Classification and measurement: Financial assets are classified by reference to the business model within which they
are held and their cash flow characteristics. The standard introduces a 'fair value through comprehensive income'
category for certain debt instruments. Financial liabilities are classified in a similar manner to under IAS 39, however
there are differences in the requirements applying to measurement of entity's own credit risk.

Impairment: IFRS 9 introduces an 'expected credit loss' model for the measurement of the impairment of financial
assets, soitis nolonger necessary for a creditloss to have occurred before a credit loss is recognized.

Hedge accounting: IFRS 9 introduces a new hedge accounting model that is designed to be more closely aligned with
how entities undertake risk management activities when hedging financial and non-financial risk exposure.

Derecognition: The requirements for the derecognition of financial assets and liabilities are carried forward from IAS 39.

Adoption of this IFRS 9 may result in material adjustment to carrying amounts of financial assets and liabilities. However, the
financial impact of the same cannot be estimated with reasonable certainty at this stage.

IFRS 15 - Revenue from Contracts with Customers (2014)

IFRS 15 provides a single, principles based five-step model to be applied to all contracts with customer.

Identify the contract with customer.

Identify the performance obligations in the contract.
Determine the transaction price.

Allocate the transaction price to the performance obligations in the contracts.

Recognized revenue when or as the entity satisfies a performance obligation.
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Adoption of this IFRS 15 may result in material adjustment to carrying amounts of contract revenue, expenses, assets and
liabilities. However, the financial impact of the same cannot be estimated with reasonable certainty at this stage.

IFRS 16 - Leases (2016)

IFRS 16 specifies how an entity will recognize, measure, present and disclose leases. The standard provides a single lessee
accounting model, requiring lessees to recognize assets and liabilities for all leases unless the leases term is twelve months or
less orthe underlying asset has low value.

Adoption of this IFRS 16 will result in recognition of assets and liabilities for all operating leases for which the lease terms is
more than twelve months. However, the financial impact of the same cannot be estimated with reasonable certainty at this
stage.

Recognition of Deferred Tax Assets for Unrealized Losses (Amendments to IAS 12 - Income Taxes)
The amendments clarify the following:

- Unrealized losses on debt instruments measured at fair value and measured at cost for tax purposes give rise to
deductible temporary differences regardless of whether the debt instrument's holder expects to recover the carrying
amount of the debtinstrument by sale or by use.

- The carrying amount of an asset does not limit the estimation of probable future taxable profits.

- Estimates for future taxable profits exclude tax deductions resulting from the reversal of deductible temporary
differences.

- An entity assesses a deferred tax asset in combination with other deferred tax assets. Where tax laws restrict utilization of
taxlosses, an entity would assess a deferred tax asset in combination with deferred tax assets of the same type.

Adoption of this amendment may result in material adjustment to deferred tax assets. However, the financial impact of the
same cannot be estimated with reasonable certainty at this stage

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all periods presented in these financial statements.
Property, plant and equipment

Operating fixed assets

Operating fixed assets are measured at cost less accumulated depreciation and accumulated impairment losses with the
exception of freehold land, leasehold land, buildings and plant and machinery. Freehold land, buildings and plant and
machinery are measured at revalued amounts less accumulated depreciation and accumulated impairment losses, if any.
Leasehold land is measured at historical cost. Cost comprises purchase price, including import duties and non-refundable
purchase taxes, after deducting trade discounts and rebates, and includes other costs directly attributable to the acquisition or
construction, erection and installation.

Assets'residual values, if significant and their useful lives are reviewed and adjusted, if appropriate, at each balance sheet date.
When significant parts of an item of operating fixed assets have different useful lives, they are recognized as separate items.

Major renewals and improvements to operating fixed assets are recognized in the carrying amount of the item if it is probable
that the embodied future economic benefits will flow to the Company and the cost of renewal orimprovement can be measured
reliably. The cost of the day-to-day servicing of operating fixed assets are recognized in profit or loss as incurred.

The Company recognizes depreciation in profit or loss by applying reducing balance method, with the exception of computer
hardware and allied items, which are depreciated using straight line method, over the useful life of each operating fixed asset
using rates specified in note 20 to the financial statements. Depreciation on additions to operating fixed assets is charged from
the month in which the item becomes available for use. Depreciation is discontinued from the month in which it is disposed or
classified as held for disposal.

An operating fixed asset is de-recognized when permanently retired from use. Any gain or loss on disposal of operating fixed
assets is recognized in profit or loss.

Surplus arising on revaluation of items of property, plant and equipment is carried on balance sheet after reversing deficit
relating to the same item previously recognized in profit or loss, if any. Deficit arising on revaluation is recognized in profit or
loss after reversing the surplus relating to the same item previously carried on balance sheet, if any. An amount equal to
incremental depreciation, being the difference between the depreciation based on revalued amounts and that based on the
original cost, net of deferred tax, if any, is transferred from surplus on revaluation of property, plant and equipment to
accumulated profit every year, through statement of changes in equity.
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5.2

5.2.1

5.2.2

5.2.3

5.3

5.4

5.5

5.5.1

5.5.2

Capital work in progress

Capital work in progress is stated at cost less identified impairment loss, if any, and includes the cost of material, labour and
appropriate overheads directly relating to the construction, erection or installation of an item of operating fixed assets. These
costs are transferred to operating fixed assets as and when related items become available for intended use.

Intangible assets

Goodwill

Goodwill represents the excess of the cost of business combination over the acquirer's interest in the net fair value of the
identifiable assets, liabilities and contingent liabilities of the acquiree. This is stated at cost less any accumulated impairment
losses, ifany.

Technology transfer

The intangible assets in respect of technology transfer are amortized over the useful life of plant and machinery involved in use
of such technology. Amortization of intangible commences when it becomes available for use.

Computer software and ERP

Computer software licenses are capitalized on the basis of the costs incurred to acquire and bring to use the specific software.
Costs that are directly associated with the production of identifiable and unique software products controlled by the Company,
and that will probably generate economic benefits exceeding costs beyond one year, are recognized as intangible assets.
These costs are amortized over their estimated useful lives. Amortization of intangible commences when it becomes available
foruse.

Stores, spares and loose tools

These are generally held for internal use and are valued at cost. Cost is determined on the basis of moving average except for
items in transit, which are valued at invoice price plus related cost incurred up to the reporting date. For items which are
considered obsolete, the carrying amount is written down to nil. Spare parts held for capitalization are classified as property,
plantand equipment through capital work in progress.

Stockintrade

These are valued at lower of cost and net realizable value, with the exception of stock of waste which is valued at net realizable
value. Cost is determined using the following basis:

Raw materials Moving average cost

Work in process Average manufacturing cost

Finished goods Average manufacturing cost

Stock in transit Invoice price plus related costincurred up to the reporting date

Average manufacturing cost in relation to work in process and finished goods consists of direct material, labour and an
appropriate proportion of manufacturing overheads.

Net realizable value signifies the estimated selling price in the ordinary course of business less estimated costs of completion
and estimated costs necessary to make the sale.

Employee benefits
Short-term employee benefits

The Company recognizes the undiscounted amount of short term employee benefits to be paid in exchange for services
rendered by employees as a liability after deducting amount already paid and as an expense in profit or loss unless it is
included in the cost of inventories or property, plant and equipment as permitted or required by the approved accounting
standards. If the amount paid exceeds the undiscounted amount of benefits, the excess is recognized as an asset to the extent
thatthe prepayment would lead to a reduction in future payments or cash refund.

The Company provides for compensated absences of its employees on un-availed balance of leaves in the period in which the
leaves are earned.

Post-employment benefits

The Company operates an approved funded contributory provident fund for all its permanent employees who have completed
the minimum qualifying period of service as defined under the respective scheme. Equal monthly contributions are made both
by the Company and the employees at the rate of ten percent of basic salary and cost of living allowance, where applicable, to
cover the obligation. Contributions are charged to profit or loss.
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Financial instruments

Recognition

Afinancial instrument is recognized when the Company becomes a party to the contractual provisions of the instrument.
Classification

The Company classifies its financial instruments into following classes depending on the purpose for which the financial assets
and liabilities are acquired or incurred. The Company determines the classification of its financial assets and liabilities at initial
recognition.

(a) Loansandreceivables

Non-derivative financial assets with fixed or determinable payments that are not quoted in an active market are classified
as loans and receivables. Assets in this category are presented as current assets except for maturities greater than
twelve months from the reporting date, where these are presented as non-current assets.

(b) Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are financial assets that are either designated as such on initial
recognition or are classified as held for trading. Financial assets are designated as financial assets at fair value through
profit or loss if the Company manages such assets and evaluates their performance based on their fair value in
accordance with the Company’s risk management and investment strategy. Financial assets are classified as held for
trading when these are acquired principally for the purpose of selling and repurchasing in the near term, or when these
are part of a portfolio of identified financial instruments that are managed together and for which there is a recent actual
pattern of profit taking, or where these are derivatives, excluding derivatives that are financial guarantee contracts or that
are designated and effective hedging instruments. Financial assets in this category are presented as current assets.

(c) Held-to-maturity investments

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and fixed maturity
that an entity has the positive intention and ability to hold to maturity. Assets in this category are presented as non-
current assets except for maturities less than twelve months from the reporting date, where these are presented as
currentassets.

(d)  Financial liabilities at amortized cost

Non-derivative financial liabilities that are not financial liabilities at fair value through profit or loss are classified as

financial liabilities at amortized cost. Financial liabilities in this category are presented as current liabilities except for

maturities greater than twelve months from the reporting date where these are presented as non-current liabilities.
Measurement

The particular measurement methods adopted are disclosed in the individual policy statements associated with each
instrument.

De-recognition

Financial assets are de-recognized if the Company's contractual rights to the cash flows from the financial assets expire or if the
Company transfers the financial asset to another party without retaining control or substantially all risks and rewards of the
asset. Financial liabilities are de-recognized if the Company's obligations specified in the contract expire or are discharged or
cancelled. Any gain or loss on de-recognition of financial assets and financial liabilities is recognized in profit or loss.
Off-setting

A financial asset and a financial liability is offset and the net amount reported in the balance sheet if the Company has legally
enforceable right to set-off the recognized amounts and intends either to settle on a net basis or to realize the asset and settle
the liability simultaneously.

Ordinary share capital

Ordinary share capital is recognized as equity. Transaction costs directly attributable to the issue of ordinary shares are
recognized as deduction from equity.

Preference share capital

Preference share capital is recognized as equity in accordance with the interpretation of the provision of the Companies
Ordinance, 1984, including those pertaining to implied classifications of preference shares.
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Loans and borrowings

Loans and borrowings are classified as 'financial liabilities at amortized cost'. On initial recognition, these are measured at cost,
being fair value at the date the liability is incurred, less attributable transaction costs. Subsequent to initial recognition, these
are measured at amortized cost with any difference between cost and value at maturity recognized in the profit or loss over the
period of the borrowings on an effective interest basis.

Investments in equity securities

Investments in subsidiaries, associates and other un-quoted equity securities

Investments in subsidiaries, associates and other un-quoted equity securities are initially recognized at cost. Subsequent to
initial recognition these are measured at cost less accumulated impairment losses, if any.

Investments in other quoted equity securities

These on initial recognition, are designated as 'investments at fair value through profit or loss' and are recognized at cost.
Subsequent to initial recognition, these are measured at fair value. Gains and losses arising from changes in fair value are
recognized in profit or loss.

Investments in debt securities

Investments in debt securities with fixed or determinable payments and fixed maturity that the Company has positive intention
and ability to hold are classified as 'held-to-maturity investments'. These are recognized initially at fair value plus transaction
costs. Subsequent to initial recognition, these are measured at amortized cost with any difference between cost and value at
maturity recognized in the profit or loss over the period of investment on an effective interest basis.

Finance leases

Leases in terms of which the Company assumes substantially all risks and rewards of ownership are classified as finance
leases. Assets subject to finance lease are classified as 'operating fixed assets'. On initial recognition, these are measured at
cost, being an amount equal to the lower of its fair value and the present value of minimum lease payments. Subsequent to
initial recognition, these are measured at cost less accumulated depreciation and accumulated impairment losses.
Depreciation, subsequent expenditure, de-recognition, and gains and losses on de-recognition are accounted for in
accordance with the respective policies for operating fixed assets. Liabilities against assets subject to finance lease and
deposits against finance lease are classified as 'financial liabilities at amortized cost' and 'loans and receivables' respectively,
however, since they fall outside the scope of measurement requirements of IAS 39 'Financial Instruments - Recognition and
Measurement', these are measured in accordance with the requirements of IAS 17 'Leases'. On initial recognition, these are
measured at cost, being their fair value at the date of commencement of lease, less attributable transaction costs. Subsequent
to initial recognition, minimum lease payments made under finance leases are apportioned between the finance charge and
the reduction of outstanding liability. The finance charge is allocated to each period during the lease term so as to produce a
constant periodic rate of interest on the remaining balance of the liability. Deposits against finance leases, subsequent to initial
recognition are carried at cost.

ljarah transactions

Ujrah payments under an ljarah are recognized as an expense in the profit or loss on a straight-line basis over the ljarah terms
unless another systematic basis are representative of the time pattern of the user's benefit, even if the payments are not on that
basis.

Trade and other payables

Financial liabilities

These are classified as 'financial liabilities at amortized cost'. On initial recognition, these are measured at cost, being their fair
value at the date the liability is incurred, less attributable transaction costs. Subsequent to initial recognition, these are
measured at amortized cost using the effective interest method, with interest recognized in profit or loss.

Non-financial liabilities

These, both on initial recognition and subsequently, are measured at cost.
Provisions and contingencies

Provisions are recognized when the Company has a legal and constructive obligation as a result of past events and it is
probable that outflow of resources embodying economic benefits will be required to settle the obligation and a reliable
estimate can be made of the amount of obligation. Provision is recognized at an amount that is the best estimate of the
expenditure required to settle the present obligation at the reporting date. Where outflow of resources embodying economic
benefits is not probable, or where a reliable estimate of the amount of obligation cannot be made, a contingent liability is
disclosed, unless the possibility of outflow is remote.
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Trade and other receivables

Financial assets

These are classified as 'loans and receivables'. On initial recognition, these are measured at cost, being their fair value at the
date of transaction, plus attributable transaction costs. Subsequent to initial recognition, these are measured at amortized cost
using the effective interest method, with interest recognized in profit or loss.

Non-financial assets

These, both on initial recognition and subsequently, are measured at cost.
Revenue

Revenue is measured at the fair value of the consideration received or receivable, net of returns allowances, trade discounts
and rebates, and represents amounts received or receivable for goods and services provided and other income earned in the
normal course of business. Revenue is recognized when it is probable that the economic benefits associated with the
transaction will flow to the Company, and the amount of revenue and the associated costs incurred or to be incurred can be
measured reliably.

- Revenue from different sources is recognized as follows:

- Revenue from sale of goods is recognized when risks and rewards incidental to the ownership of goods are transferred
tothe buyer.

- Interestincome is recognized using effective interest method.
- Dividend income is recognized when right to receive payment is established.

- Contract revenue relating to long term construction contracts are recognized as revenue by reference to stage of
completion of contract activity at the balance sheet date. Stage of completion of a contract is determined by applying
'cost-to-date method'. Under cost-to-date method stage of completion of a contract is determined by reference to the
proportion that contract costincurred to date bears to the total estimated contract cost.

Comprehensive income

Comprehensive income is the change in equity resulting from transactions and other events, other than changes resulting from
transactions with shareholders in their capacity as shareholders. Total comprehensive income comprises all components of
profit or loss and other comprehensive income (‘OCI'). OCI comprises items of income and expense, including reclassification
adjustments, that are not recognized in profit or loss as required or permitted by approved accounting standards, and is
presented in 'statement of profit or loss and other comprehensive income'.

Contract costs

Contract costs relating to long term construction contracts are recognized as expenses by reference to stage of completion of
contract activity at the reporting date. Stage of completion of a contract is determined by applying 'cost-to-date method'. Under
cost-to-date method, stage of completion of a contract is determined by reference to the proportion that contract cost incurred
to date bears to the total estimated contract cost. Expected losses on contracts are recognized as an expense immediately.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are assets that
necessarily take a substantial period of time to get ready for their intended use or sale, are added to the cost of those assets,
until such time as the assets are substantially ready for their intended use or sale. Investmentincome earned on the temporary
investment of specific borrowings pending their expenditure on qualifying asset is deducted from the borrowing costs eligible
for capitalization. All other borrowing costs are recognized in profit or loss as incurred.

Income tax

Income tax expense comprises current tax and deferred tax. Income tax expense is recognized in profit or loss except to the
extent that it relates to items recognized directly in other comprehensive income, in which case it is recognized in other
comprehensive income.

Current taxation

Current tax is the amount of tax payable on taxable income for the year and any adjustment to the tax payable in respect of
previous years. Provision for current tax is based on current rates of taxation in Pakistan after taking into account tax credits,
rebates and exemptions available, if any. The amount of unpaid income tax in respect of the current or prior periods is
recognized as a liability. Any excess paid over what is due in respect of the current or prior periods is recognized as an asset.
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Deferred taxation

Deferred tax is accounted for using the' balance sheet approach' providing for temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for tax purposes. In this regard, the
effects on deferred taxation of the portion of income that is subject to final tax regime is also considered in accordance with the
treatment prescribed by The Institute of Chartered Accountants of Pakistan. Deferred tax is measured at rates that are expected
to be applied to the temporary differences when they reverse, based on laws that have been enacted or substantively enacted
by the reporting date. A deferred tax liability is recognized for all taxable temporary differences. A deferred tax asset is
recognized for deductible temporary differences to the extent that future taxable profits will be available against which
temporary differences can be utilized. Deferred tax assets are reviewed at each reporting date and are reduced to the extent
thatitis nolonger probable that the related tax benefit will be realized.

Government grants

Government grants that compensate the Company for expenses or losses already incurred are recognized in profit or loss in
the period in which these are received and are deducted in reporting the relevant expenses or losses. Grants relating to
property, plant and equipment are recognized as deferred income and an amount equivalent to depreciation charged on such
assets is transferred to profit or loss.

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 calculated by adjusting basic EPS by the weighted average number of ordinary shares that would be issued on
conversion of all dilutive potential ordinary shares into ordinary shares and post-tax effect of changes in profit or loss
attributable to ordinary shareholders of the Company that would result from conversion of all dilutive potential ordinary shares
into ordinary shares.

Cash and cash equivalents

Cash and cash equivalents for the purpose of cash flow statement comprise cash in hand and cash at banks. These are carried
atcost.

Foreign currency transactions and balances

Transactions in foreign currency are translated to the functional currency of the Company using exchange rate prevailing at the
date of transaction. Monetary assets and liabilities denominated in foreign currency are translated to the functional currency at
exchange rate prevailing at the reporting date. Non-monetary assets and liabilities denominated in foreign currency that are
measured at fair value are translated to the functional currency at exchange rate prevailing at the date the fair value is
determined. Non-monetary assets and liabilities denominated in foreign currency that are measured at historical cost are
translated to functional currency at exchange rate prevailing at the date of initial recognition. Any gain or loss arising on
translation of foreign currency transactions and balances is recognized in profit or loss.

Impairment
Financial asset

A financial asset is assessed at each reporting date to determine whether there is any objective evidence that it is impaired.
Individually significant financial assets are tested for impairment on an individual basis. The remaining financial assets are
assessed collectively in groups that share similar credit risk characteristics. A financial asset is considered to be impaired if
objective evidence indicates that one or more events have had a negative effect on the estimated future cash flows of the asset.

An impairment loss in respect of a financial 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 original effective interest rate.
Impairment loss in respect of a financial asset measured at fair value is determined by reference to that fair value. All
impairment losses are recognized in profit or loss. Animpairment loss is reversed if the reversal can be related objectively to an
event occurring after the impairment loss was recognized. An impairment loss is reversed only to the extent that the financial
asset’s carrying amount after the reversal does not exceed the carrying amount that would have been determined, net of
amortization, if no impairment loss had been recognized.

Non-financial assets

The carrying amount of the Company’s non-financial assets, other than inventories and deferred tax assets are reviewed at
each reporting date to determine whether there is any indication of impairment. If any such indication exists, then the asset’s
recoverable amount is estimated. The recoverable amount of an asset or cash generating unit is the greater of its value in use
and its fair value less costs to sell. In assessing value in use, the estimated future cash flows are discounted to their present
values using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific
tothe asset or cash generating unit.
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An impairment loss is recognized if the carrying amount of the asset or its cash generating unit exceeds its estimated
recoverable amount. Impairment losses are recognized in profit or loss. Impairment losses recognized in respect of cash
generating units are allocated to reduce the carrying amounts of the assets in a unit on a pro rata basis. Impairment losses
recognized in prior periods are assessed at each reporting date for any indications that the loss has decreased or no longer
exists. Animpairment loss is reversed if there has been a change in the estimates used in determining the recoverable amount.
An impairment loss is reversed only to that extent that the asset’s carrying amount after the reversal does not exceed the
carrying amount that would have been determined, net of depreciation and amortization, if no impairment loss had been
recognized.

Dividend distribution to ordinary shareholders

Dividend to ordinary shareholders is recognized as a deduction from accumulated profit in statement of changes in equity and
as a liability, to the extent it is unclaimed/unpaid, in the Company’s financial statements in the year in which the dividends are
approved by the Company’s shareholders.

Basis of allocation of common expenses

Distribution, administrative and finance cost are allocated to PEL Marketing (Private) Limited (PMPL') on the basis of
percentage of operating fixed assets used by PMPL, under the interservices agreement between the Company and PMPL.

Warranty costs

The company accounts for its warranty obligations when the underlying product or service is sold or rendered. The provision is
based on historical warranty data and weighing all possible outcomes against their associated possibilities.

Segment reporting

Segmentreporting is based on the operating segments that are reported in the manner consistent with internal reporting of the
Company. An operating segment is a component of the Company that engages in business activities from which it may earn
revenues and incur expenses, including revenues and expenses that relate to transactions with any of the Company’s other
components. An operating segment’s operating results are reviewed regularly by the Chief Executive Officer to make
decisions about resources to be allocated to the segment and assess its performance and for which discrete financial
information is available.

Segment results that are reported to the Chief Executive Officer include items directly attributable to a segment as well as those
that can be allocated on a reasonable basis. Unallocated items comprise mainly other operating income and expenses, share
of profit/(loss) of associates, finance costs, and provision for taxes.

Segment capital expenditure is the total cost incurred during the period to acquire property, plant and equipment. The

business segments are engaged in providing products or services which are subject to risks and rewards which differ from the
risk and rewards of other segments.

AUTHORIZED CAPITAL

2016 2015 2016 2015

No. of shares  No. of shares Rupees '000 Rupees '000
500,000,000 500,000,000 Ordinary shares of Rs. 10 each 5,000,000 5,000,000
62,500,000 62,500,000 'A' class preference shares of Rs. 10 each 625,000 625,000
37,500,000 37,500,000 'B' class preference shares of Rs. 10 each 375,000 375,000
100,000,000 100,000,000 1,000,000 1,000,000

600,000,000 600,000,000 6,000,000 6,000,000
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7.2.2

7.2.3

ISSUED, SUBSCRIBED AND PAID-UP CAPITAL

2016 2015 2016 2015
No. of shares  No. of shares Rupees '000  Rupees '000

Ordinary shares of Rs. 10 each
372,751,051 273,214,754 Issued for cash 3,727,511 2,732,148

Issued for other than cash:

137,500 137,500 - against machinery 1,375 1,375
408,273 408,273 - against acquisition of PEL Appliances Limited 4,083 4,083
6,040,820 6,040,820 - against conversion of preference shares 60,408 60,408
118,343,841 118,343,841 - as fully paid bonus shares 1,183,439 1,183,439
497,681,485 398,145,188 4,976,816 3,981,453

'A' class preference shares of Rs. 10 each

44,957,592 44,957,592 Issued for cash 449,576 449,576

542,639,077 443,102,780 5,426,392 4,431,029

Reconciliation between ordinary shares in issue as at the beginning and end of the year is as follows:

Note 2016 2015
No. of shares  No. of shares

As at beginning of the year 398,145,188 398,145,188
Issue of right ordinary shares 7.1.1 99,536,297 -
As at end of the year 497,681,485 398,145,188

During the year, the Company issued 99,536,297 (2015: nil) right ordinary shares at 25 (2015: nil) ordinary shares for every 100
ordinary shares already held, at Rs. 40 per ordinary share, including a premium of Rs. 30 per share.

'A' class preference shares
Current status of original issue

The Company, in the December 2004, issued 'A' class preference shares to various institutional investors amounting to Rs. 605
million against authorized share capital of this class amounting to Rs. 625 million. In Januray 2010, the Company sent out
notices to all preference shareholders seeking conversion of outstanding preference shares into ordinary shares of the
Company in accordance with the option available to the investors under the original terms of the issue. As at the reporting date,
the outstanding balance of preference shares amounted to Rs. 449.58 million representing investors who did not opt to convert
their holdings into the ordinary shares of the Company. Subsequently, the Company offered re-profiling of preference
shareholders to these remaining investors. See note 7.2.2.

The Securities and Exchange Commission of Pakistan (‘'SECP') issued order to Pakistan Stock Exchange Limited (formerly
Lahore Stock Exchange Limited) dated February 6, 2009 against the listing of these preference shares. However, the Company
took up the matter with the honorable Lahore High Court which granted stay order against the said order of SECP and also
directed the exchange not to delist the shares. The matter is pending adjudication to date.

Re-profiling of preference shares

The Company offered re-profiling of shares to preference shareholders, who did not convert their preference shares into
ordinary shares in response to the conversion notices issued by the Company. The investors to the instrument have, in
principle, agreed to the Re-profiling Term Sheet and commercial terms and conditions therein. SECP has allowed the
Company to proceed with the re-profiling subject to fulfilment of legal requirements. The legal documentation was prepared
and circulated amongst the concerned investors which was endorsed by the said investors except for National Bank of
Pakistan, as a result of which the original time frame for reprofiling has lapsed. The Company is in the process of finalising
another reprofiling exercise based on mutual agreement to be made amongst the existing investors.

Accumulated preference dividend

As at reporting date, an amount of approximately Rs. 298.97 million (2015: Rs. 256.259 million) has been accumulated on
account of preference dividend which is payable if and when declared by the Board, to be appropriated out of the distributable
profits for that year. In case the preference dividend continues to be accumulated it would be settled at the time of exercising the
redemption or conversion option in accordance with the under process reprofiling exercise.
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As per the opinion of Company's legal counsel, the provision of cumulative dividend at 9.5% p.a. will prevail on account of
preference dividend, as the approval process of the revised terms of reprofiling from different quarters is not yet complete.

Classification of preference shares as equity

Preference shares have been classified and treated as part of equity on the following basis:

- These shares were issued under the provisions of section 85 of the Companies Ordinance, 1984 (the Ordinance') read
with section 90 of the Ordinance and the Companies Share Capital (Variation in Rights and Privileges) Rules, 2000.

- Theissue was duly approved by the shareholders of the Company in general meeting.

- Return of allotment was filed under section 73(1) of the Ordinance.

- The Company may be required, under the revised terms of reprofiling, to create a Capital Redemption Reserve Fund in
accordance with section 85 of the Ordinance.

- The requirements of the Ordinance take precedence over the requirements of International Financial Reporting
Standards.

Further, the matter regarding the classification of redeemable preference shares as either debt or equity instrument has been
examined by the Institute of Chartered Accountants of Pakistan (ICAP'). ICAP has advised the Securities and Exchange
Commission of Pakistan (‘SECP') to make necessary amendments in the Companies Ordinance, 1984, and / or to issue a
clarification in order to remove the inconsistency between the Companies Ordinance, 1984 and the International Financial
Reporting Standards. Pending the decision of SECP in this matter, the preference share capital has been classified as equity in
these financial statements.

CAPITAL RESERVE

This represents premium on issue of ordinary shares. The movement during the year is as follows:

Note 2016 2015
Rupees '000  Rupees '000

As at beginning of the year 1,293,858 1,293,858
Recognized during the year 7.1.1 2,986,089 -
As at end of the year 4,279,947 1,293,858

This represents premium on issue of right ordinary shares recognized under Section 83(1) of the Companies Ordinance, 1984
(seenote 7.1.1).

ADVANCE AGAINST ISSUE OF ORDINARY SHARES

This represents advances received against issue of right ordinary shares against which ordinary shares were issued in the
currentyear (seenote 7.1).

Note 2016 2015
Rupees '000 Rupees '000

SURPLUS ON REVALUATION OF PROPERTY, PLANT AND EQUIPMENT
As at beginning of the year 4,804,200 4,568,357

Incremental depreciation transferred to accumulated profits

Incremental depreciation for the year (263,907) (305,212)
Deferred taxation 66,675 97,668
(197,232) (207,544)

Other adjustments

Deferred tax adjustment attributable to changes in proportion (38,026) 379,354
Deferred tax adjustment attributable to changes in tax rates 99,444 64,033
61,418 443,387

As at end of the year 4,668,386 4,804,200
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REDEEMABLE CAPITAL - SECURED

These represent interest/markup/profit based debt securities issued to institutional and other investors. The details are as

follows:
Description 2016 2015 Pricing Security Arrangements and repayment
Rupees '000 Rupees '000
Sukuk Funds - 257,143  Three months KIBOR plus 1.75% Charge on present and These were issuedfor the purpose of refinance of existing machinery with
per annum (2015: Three months future operating fixed assets ~diminishing musharaka facility.
KIBOR plus 1.75% per annum) of the Company. Later, the Company entered into restructuring arrangement, whereby, the
subject to floor and cap of 10% outstanding principal was deferred till June 2015 with the outstanding
and 25% respectively. liability payable in six equal quarterly installments commencing from June
2015. The Company has fully redeemed these Sukuk Funds during the
year.
Sukuk Funds 618,750 939,375 Three months KIBOR plus 1% per Charge on present and These were issued for the purpose of refinance of existing machinery with
annum (2015: Three months future operating fixed assets diminishing musharaka facility.
KIBOR plus 1% per annum) of the Company. Later, the Company entered into restructuring arrangement, whereby, the
subject to floor and cap of 8% outstanding principal was deferred till June 2015 with the outstanding
and 16% respectively. liability payable in sixteen equal quarterly installments commencing from
June 2015.
Private Placed Term Finance Certificates 609,524 782,738  Six months KIBOR plus 3% per Charge on present and These were issued for the purpose of financing the capacity expansion
annum (2015: Six months KIBOR  future operating fixed assets program of the Company.
plus 3% per annum). of the Company. Later, the Company entered into restructuring arrangement, whereby, the
outstanding principal was deferred till June 2015 with the outstanding
liability payable in fifty two stepped-up monthly installmentscommencing
from June 2015.
Private Placed Term Finance Certificates 2,723,614 2,976,229 Three months KIBOR plus 2% per Charge on present and These were issued on conversion of long term finances and short term
annum (2015: Three months future operating fixed assets borrowings under a broad restructuring agreement between the
KIBOR plus 2% per annum). of the Company. Company and National Bank of Pakistan.
Under the arrangement, the issue, to the extent of share of NBP in the
issue of Rs. 1,650 million, was to be converted into ordinary and
preference shares of the Company to the extent of Rs. 500 millionand Rs.
1,150 million respectively, with the remaining issue to be redeemed in
twenty four equal quarterly installmentswith the first redemption due in
March 2015.
The aforementioned conversion agreed between the Company and
National Bank of Pakistan (NBP) has been withdrawn.
Following the withdrawal of debt equity swap arrangement, a new
redemption plan is yet to be agreed and finalised between the Company
and NBP. The Company has proposed to redeem the said issue in eight
equal quarterly installments commencing from January 2021.
Total 3,951,888 4,955,485
Current portion presented under current liabilities (800,294) (1,076,276)
3,151,594 3,879,209

LONG TERM FINANCES - SECURED

These represent long term finances utilized under interest/markup/profit arrangements from banking companies and

financial institutions. The details are as follows:

Description 2016 2015 Pricing Security Arrangements and repayment
Rupees '000  Rupees '000

Term Finance 275,000 375,000 Three months KIBOR plus 3% per Charge over operating fixed This finance was obtained from Pak Libya Holding Company (Private)
annum (2015: Three months assets and receivables of Limited for meeting operational expenses of the Company.

KIBOR plus 3% per annum). the Company, mortgage of Later, the Company entered into restructuring arrangement, whereby, the
the Company's land and outstanding principal was deferred till May 2015 with the outstanding
personal guarantees of liability payable in eighteen equal quarterly installments commencing from
sponsoring directors of the May 2015.

Company.

Term Finance - 192,662 One month KIBOR plus 3.5% per Charge over operating fixed The finance was obtained from consortium of financial institutionsled by
annum (2015: One monthKIBOR assets and receivables of Standard Chartered Bank (Pakistan) Limited for long term working capital
plus 3.5% per annum). the Company, mortgage of requirements of the Company and was rescheduled twice after the

the Company's land and disbursement. As per the latest arrangement, the finance was repayable in
building and lien over forty eight equal monthly installments starting September 2012. The
balances in  collection Company has fully repaid the finance during the year.

accounts and installment

reserve accounts.

Term Finance 156,521 221,739  Six months KIBOR plus 3% (2015: Charge on present and The finance has been obtained from Faysal Bank Limited on conversionof
six months KIBOR plus 3%) per future operating fixed assets short term borrowings. The finance is repayable in twenty three equal
annum. of the Company. quarterly installments commencing from June 2014.

Term Finance 116,667 183,333 Three months KIBOR plus 3% Charge on present and The finance has been obtained from Summit Bank Limited on conversion
(2015: three months KIBOR plus future current assets of the of short term borrowings into long term debt. The finance is repayable in
3%) per annum. Company. twelve equal quarterly installments commencing from September 2015.

Term Finance - 50,000 Three months KIBOR plus 1% per Charge over present and The finance was obtained from Silk Bank Limited for the purpose of
annum  (2015:Three  months future current assets of the financing capital expenditure. The finance was repayable in bullet on or
KIBOR plus 1% per annum). Company, mortgage of the before March 31, 2016.The Company has fully repaid the finance during

Company's land and the year.
building.

Term Finance 500,000 500,000 Three months KIBOR plus 3% per Charge over present and The finance has been obtained from Saudi Pak Industrial and Agricultural
annum  (2015:Three  months future current assets of the InvestmentCompany Limited, for the purpose of long term working capital
KIBOR plus 3% per annum). Company. requirements. The finance is repayable in three semi annual installments

commencing from June 2017.
Term Finance 58,068 - Three months KIBOR plus 2.10% Charge over operating fixed The finance has been obtained from The Bank of Punjab for the purpose

per annum.

assets of the Company and
personal guarantees of
sponsoring directors of the
Company.

of financing capital expenditure. The finance is repayable in eight equal
quarterly installments commencing from September 2017.
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D ipti 2016 2015 Pricing Security and
Rupees '000  Rupees '000

Demand Finance 1,222,930 1,494,693 Three months KIBOR plus 2.25% Charge over present and The finance has obtained from National Bank of Pakistan for settlementof
per annum (2015:Three months future current assets of the long term finances obtained from NIB Bank Limited. The finance is
KIBOR plus 2.25% per annum). Company and personal repayable in twenty three equal quarterly installments commencing from
guarantees of sponsoring September 2015.
directors of the Company.

Total 2,329,186 3,017,427
Current portion presented under current liabilities (923,094) (830,916)

1,406,092 2,186,511

Note 2016 2015
Rupees '000  Rupees '000

LIABILITIES AGAINST ASSETS SUBJECT TO FINANCE LEASE

Present value of minimum lease payments 13.1& 13.2 111,446 130,812
Current portion presented under current liabilities 13.1& 13.2 (65,062) (69,463)
46,384 61,349

These represent vehicles and machinery acquired under finance lease arrangements. The leases are priced at rates ranging
from six months to one year KIBOR plus 2% to 4.5% per annum (2015: six months to one year KIBOR plus 2% to 5.5% per
annum). Lease rentals are payable monthly over a tenor ranging from 3 to 4 years. Under the terms of agreement, taxes,
repairs, replacements and insurance costs in respect of assets subject to finance lease are borne by the Company. The
Company also has the option to acquire these assets at the end of their respective lease terms by adjusting the depositamount
againstthe residual value of the asset and intends to exercise the option.

The amount of future payments under the finance lease arrangements and the period in which these payments will become
due are as follows:

Note 2016 2015
Rupees '000 Rupees '000

Not later than one year 72,210 81,501
Later than one year but not later than five years 48,969 66,733
Total future minimum lease payments 121,179 148,234
Finance charge allocated to future periods (9,733) (17,422)
Present value of future minimum lease payments 111,446 130,812
Not later than one year 18 (65,062) (69,463)
Later than one year but not later than five years 46,384 61,349

DEFERRED TAXATION

Deferred tax liability on taxable temporary differences 14.1 2,982,786 2,962,104
Deferred tax asset on deductible temporary differences 14.1 (1,384,626) (1,157,193)

1,598,160 1,804,911
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Pak Elektron Limited

Recognized deferred tax assets and liabilities

Deferred tax assets and liabilities are attributable to the following:

2016
As at Recognized in Recognized on As at
January 01 profit or loss  balance sheet December 31
Rupees '000 Rupees '000 Rupees '000 Rupees '000
Deferred tax liabilities
Operating fixed assets - owned 2,932,828 71,259 (61,418) 2,942,669
Operating fixed assets - leased 29,276 10,841 - 40,117
2,962,104 82,100 (61,418) 2,982,786
Deferred tax assets
Provisions (134,099) (14,425) - (148,524)
Unused tax losses and credits (1,023,094) (213,008) - (1,236,102)
(1,157,193) (227,433) - (1,384,626)
1,804,911 (145,333) (61,418) 1,598,160
2015
As at Recognized in  Recognized on As at
January 01 profit or loss  balance sheet December 31
Rupees '000 Rupees '000 Rupees '000 Rupees '000
Deferred tax liabilities
Operating fixed assets - owned 3,603,031 (226,816) (443,387) 2,932,828
Operating fixed assets - leased 22,646 6,630 - 29,276
3,625,677 (220,186) (443,387) 2,962,104
Deferred tax assets
Provisions (115,144) (18,955) - (134,099)
Unused tax losses and credits (1,461,595) 438,501 - (1,023,094)
(1,576,739) 419,546 - (1,157,193)
2,048,938 199,360 (443,387) 1,804,911
Deferred tax has been recognized using tax rate of 30% (2015: 31%) of temporary differences.
2016 2015
Rupees '000 Rupees '000
DEFERRED INCOME
As at beginning of the year 42,900 45,158
Recognized in profit or loss (2,145) (2,258)
As at end of the year 40,755 42,900

The UNIDO vide its contract number 2000/257 dated December 15, 2000, out of the multilateral fund for the implementation of
the Montreal Protocol, has given grant-in-aid to the Company for the purpose of phasing out ODS at the Refrigerator and Chest
Freezer Plant of the Company. The total grant-in-aid of USD 1,367,633 (Rs. 91,073,838) comprises the capital cost of the
project included in fixed assets amounting to USD 1,185,929 (Rs. 79,338,650) and grant recoverable in cash of USD 181,704
(Rs. 11,735,188) being the incremental operating cost for six months.

The grant received in cash amounting to Rs.11,735,188 was recognized as income in the year of receipt i.e. year ended June
30, 2001. The value of machinery received in grant was capitalized in year 2001 which started its operation in January 2003. The
grantamounting to Rs. 2.145 million (2015: Rs. 2.258 million) has been included in other income in proportion to depreciation
charged on related plant and machinery keeping in view the matching principle.
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Note 2016 2015
Rupees '000 Rupees '000
TRADE AND OTHER PAYABLES
Trade creditors - unsecured 326,895 318,331
Foreign bills payable -secured 16.1 88,391 61,553
Accrued liabilities 123,773 117,725
Advances from customers -unsecured 50,748 42,023
Employees' provident fund 10,856 10,234
Compensated absences 26,940 24,740
Advance against contracts 45 5,246 4,312
Workers' Profit Participation Fund 16.2 99,939 102,223
Workers' Welfare Fund 16.3 37,977 38,845
Unclaimed dividend 6,717 4,105
Other payables - unsecured 19,043 6,110
796,525 730,201
Foreign bills payable are secured against bills of exchange accepted by the Company in favour of suppliers.
Note 2016 2015
Rupees '000  Rupees '000
Workers' Profit Participation Fund
As at beginning of the year 102,223 65,004
Interest on funds utilized by the Company 39 5,170 4,875
Charged to profit or loss for the year 38 99,939 102,223
Paid during the year (107,393) (69,879)
As at end of the year 99,939 102,223
Interest on funds utilized by the Company has been recognized at 10.1%6 (2015: 13.22%) per annum.
Note 2016 2015
Rupees '000  Rupees '000
Workers' Welfare Fund
As at beginning of the year 38,845 20,843
Charged to profit or loss for the year 38 37,977 38,845
Paid/adjusted during the year (38,845) (20,843)
As at end of the year 37,977 38,845
SHORT TERM BORROWINGS
Secured
Short term finances utilized under interest/markup arrangements from
- banking companies 17.1 4,714,249 3,704,952
- Non Banking Finance Companies (NBFC's') 17.2 223,403 130,000
4,937,652 3,834,952
Unsecured
Short term finances utilized under interest/markup arrangements from
Non Banking Finance Companies (NBFC's') 17.3 - 748,349
Book overdraft 17.5 44,010 85,600
4,981,662 4,668,901
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Pak Elektron Limited

These facilities have been obtained from various banking companies for working capital requirements and carry
interest/markup at rates ranging from 6.87% to 9.33% (2015: 8.5% to 13.11%) per annum. These facilities are secured by
pledge / hypothecation of raw materials and components, work-in-process, finished goods, machinery, spare parts, charge
over book debts, shares of public companies and personal guarantees of the sponsoring directors of the Company. These
facilities are generally for a period of one year and renewed at the end of the period.

These facilities have been obtained from NBFCs for purchase of raw material and carry interest/markup at a rate of 8.31%
(2015: 9.33% to 12.43%) per annum. These facilities are secured by charge over operating fixed assets of the Company and
personal guarantees of the directors of the Company.

This represents finances obtained against issue of commercial paper to non-banking finance companies and carry
interest/markup at nil (2015: three months KIBOR plus 2.5% per annum). These are issued at discounted value and are
redeemable at face value.

The aggregate un-availed short term borrowing facilities as at the reporting date amounts to Rs. 5,895 million (2015: Rs. 1,705
million).

This represents cheques issued by the Company in excess of balances at bank which have been presented for payments in the
subsequent period.

Note 2016 2015
Rupees '000  Rupees '000

CURRENT PORTION OF NON-CURRENT LIABILITIES

Redeemable capital 11 800,294 1,076,276
Long term finances 12 923,094 830,916
Liabilities against assets subject to finance lease 13 65,062 69,463

1,788,450 1,976,655

CONTINGENCIES AND COMMITMENTS
Contingencies

Various banking and insurance companies have issued guarantees, letters of credit and discounted receivables on behalf
of the Company as detailed below:

2016 2015
Rupees '000  Rupees '000

Tender bonds 367,098 453,543
Performance bonds 2,356,679 2,036,786
Advance guarantees 857,272 1,272,820
Custom guarantees 77,645 73,253
Foreign guarantees 45,757 101,295

The Company may have to indemnify its Directors for any losses that may arise due to personal guarantees given by them for
securing the debts of the Company, in case the Company defaults.

The Finance Act 2015 introduced Tax on undistributed reserves vide newly inserted section 5A to the Ordinance whereby, tax at
the rate of 10% of undistributed profits exceeding one hundred percent of paid-up capital, was imposed on public companies
that derive profits in a tax year but do not distribute a certain amount of profit as cash dividend within six months of the end of the
year.

No provision for income tax on undistributed reserves amounting to Rs 82.74 million for the tax year 2015, has been made as
the matter is subjudice before Lahore High Court and the management of the Company expects a favourable outcome.

On 12 July 2014, the Punjab Employees Social Security Institution (the 'Institution’) issued a demand notice to Company
demanding a payment of Rs. 31,106,274 as social security contributions for the period, January 2013 to December 2013. In
2015, PEL challenged the demand notice by filing a complaintunder Section 57 of the Provincial Employees Social Security
Ordinance, 1965 before the institution. The Complaintis pending adjudication before the Adjudicating Officer of the Institution.
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2016 2015
Rupees '000  Rupees '000
Commitments
Commitments under irrevocable letters of credit for import of
stores, spare parts and raw material 4,236,154 1,842,222

Commitments under ijarah contracts

The aggregate amount of ujrah payments for ijarah financing and the period in which these payments will become due are

as follows:
2016 2015
Rupees '000  Rupees '000
- payments not later than one year 58,859 55,237
- payments later than one year 41,950 82,906
100,809 138,143
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20.2

Disposal of operating fixed assets

2016
Accumulated Net Disposal Gain/(loss) Mode of
Particulars Cost depreciation book value p on disp isp Particulars of buyer
Rupees '000  Rupees '000 Rupees '000 Rupees'000  Rupees '000
Office equipment and fixtures
Microwave ovens, washing machines 250 161 89 - (89) | As Per Company Policy Various employees
Refrigerators 1,277 830 447 = (447)| As Per Company Policy Various employees
Air conditioners 1,295 828 467 - (467)| As Per Company Policy Various employees
Various mobile sets 2,218 1,259 959 = (959) | As Per Company Policy Various employees
Various mobiles sets - Scrap 1,137 619 518 183 (335)| Negotiation Scrap Sale
6,177 3,697 2,480 183 (2,297)
Computer hardware and allied items
Various mobile sets 122 52 70 = (70) Negotiation Iftikhar Ahmad
Vehicles
Honda City 83 - 83 227 144 | As Per Company Policy Yousaf Mirza (employee)
Honda City 84 - 84 207 123 | As Per Company Policy Tauqeer (employee)
Honda City 142 - 142 286 144 | As Per Company Policy Irfan Baber (employee)
Honda City 167 3 164 203 39 | As Per Company Policy Tahir ployee)
Honda Civic 171 - 171 343 172 | As Per Company Policy Shams Baddurdin (employee)
Honda Civic 2,569 997 1,572 1,440 (132)| As Per Company Policy Haroon Siddique (employee)
Honda Civic 142 100 42 586 544 | As Per Company Policy Sadiq Munir (employee)
Honda Civic 2,167 1,184 983 296 (687)| As Per Company Policy Haroon A Khan (employee)
Honda Civic 2,203 1,186 1,017 1,209 192 | As Per Company Policy Sadiq Munir (employee)
Honda Civic 2,383 1,214 1,169 533 (636) | As Per Company Policy Faisal Jawad (employee)
Honda Civic 2,383 1,283 1,100 549 (551)| As Per Company Policy Abdul Waheed (employee)
Suzuki Alto 826 484 342 390 48 | As Per Company Policy Kamal p )
Suzuki Cultus 970 569 401 508 107 | As Per Company Policy Ghulam Mohay Ud Din (employee)
Suzuki Cultus 1,010 525 485 304 (181)| As Per Company Policy Bilal ployee)
Suzuki Cultus 990 533 457 550 93 | As Per Company Policy Sohail Fazil (employee)
Suzuki Cultus 990 533 457 543 86 | As Per Company Policy Khalid Farooq (employee)
Suzuki Cultus 990 533 457 550 93 | As Per Company Policy Tariq Mehmood ( employee )
Suzuki Cultus 88 - 88 684 596 | As Per Company Policy Abid (employ
Suzuki Mehran 657 335 322 208 (114)| As Per Company Policy Asif lllyas (employee )
Suzuki Mehran 640 375 265 378 113 | As Per Company Policy Asif J: )
Suzuki Mehran 645 378 267 397 130 | As Per Company Policy Shees Butt employee)
Suzuki Mehran 53 - 53 142 89 As Per Company Policy Ullah (employee)
Suzuki Mehran 612 364 248 150 (98)| As Per Company Policy Gulam Asghar (employee )
Suzuki Mehran 612 334 278 224 (54)| As Per Company Policy Ahmad (employee)
Suzuki Mehran 612 364 248 150 (98)| As Per Company Policy Idrees )
Suzuki Mehran 612 369 243 319 76 As Per Company Policy Tariq Afzal (employee )
Suzuki Mehran 612 359 253 150 (103)| As Per Company Policy Azam Kazmi (employee)
Suzuki Mehran 612 339 273 366 93 | As Per Company Policy Haroon Nawaz (employee )
Suzuki Mehran 629 365 264 201 (63)| As Per Company Policy Attique (employee)
Suzuki Mehran 40 = 40 106 66 | As Per Company Policy Ahmed (employee)
Suzuki Mehran 40 - 40 106 66 | As Per Company Policy Imtiaz (employee)
Suzuki Mehran 54 - 54 335 281 As Per Company Policy Tanveer Ul Haq (employee)
Suzuki Swift 1,096 633 463 671 208 | As Per C y Policy Shoaib (employ
Suzuki Swift 133 - 133 1,160 1,027 | As Per Company Policy Ahsan Raza (employee)
Toyota Corolla 1,480 976 504 367 (137)| As Per Company Policy Aqeel Qasim (employee)
Toyota Corolla 1,495 931 564 383 (181)| As Per Company Policy Asghar ployee )
Toyota Corolla 1,515 921 594 929 335 | As Per Company Policy Ali Kamran (employee)
Toyota Corolla 2,321 647 1,674 238 (1,436)| As Per Company Policy Adnan Aftab (employee )
Toyota Corolla 1,690 846 844 589 (255)| As Per Company Policy Atif Kazmi (employee)
Toyota Corolla 1,565 840 725 470 (255)| As Per Company Policy Faryal Ahmed (employee)
Toyota Corolla 1,561 202 1,359 1,338 (21)| As Per Company Policy Noman Masood (employee)
Toyota Corolla 1,555 734 821 154 (667)| As Per Company Policy Qasim Ali (employee )
Toyota Corolla 1,690 936 754 233 (521)| As Per C: y Policy Ejaz (employee)
Toyota Parado 9,990 5,257 4,733 953 (3,780)| As Per Company Policy Haroon A Khan (employee)
Honda City 854 711 143 700 557 iati (employ
Suzuki Bolan 458 369 89 300 211 ploy
Suzuki Cultus 613 517 96 450 354 (employee)
Suzuki Cultus 690 493 197 400 203 ploy
Suzuki Mehran 530 423 107 400 293 ployee)
Honda Civic 2,448 a4 2,407 2,448 a Negotiation First Habib Modaraba
Isuzu mini Truck 1,624 81 1,543 1,490 (53) Negotiation First Habib Modaraba
Isuzu mini Truck 2,427 121 2,306 2,100 (206) Negotiation First Habib Modaraba
Isuzu mini Truck 2,354 118 2,236 2,000 (236) Negotiation First Habib Modaraba
Isuzu Truck 2,222 111 2,111 1,950 (161) Negotiation First Habib Modaraba
Isuzu Truck 2,222 110 2,112 1,950 (162) Negotiation First Habib Modaraba
Isuzu Truck 2,298 115 2,183 2,000 (183) Negotiation First Habib Modaraba
Various Motor Cycles 1,187 703 484 1,159 675 | As Per Company Policy Various employees
Honda CD70 64 7 57 61 4 Claim Adamjee Insurance Company
70,870 29,569 41,301 37,533 (3,768)
77,169 33,318 43,851 37,716 (6,135)
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2015
Accumulated Net Disposal Gain/(loss) Mode of
Particulars Cost depreciation book value proceeds on disposal disposal Particulars of buyer
Rupees '000 Rupees '000 Rupees '000 Rupees '000  Rupees '000
Plant and machinery
Cabinet foaming fixture 10,871 136 10,735 10,184 (551) Negotiation Sindh Modaraba
Refrigerant charging system 2,911 24 2,887 2,645 (242) Negotiation Sindh Modaraba
Vacuum thermoforming machine 20,464 85 20,379 18,893 (1,486) Negotiation Sindh Modaraba
Deep freezer copper coiling machine 6,394 27 6,367 6,108 (259) Negotiation Sindh Modaraba
CR and Gl slitting 9,369 - 9,369 8,804 (565) Negotiation Sindh Modaraba
Gantry crane 18,992 - 18,992 16,516 (2,476) Negotiation Sindh Modaraba
Plastic injection molds 6,152 451 5,701 6,142 441 Negotiation Sindh Modaraba
Cabinet thermoforming mold 2,341 163 2,178 2,337 159 Negotiation Sindh Modaraba
Automatic strapping machine 706 49 657 804 147 Negotiation Sindh Modaraba
Moisture and temperature controlling device 1,877 108 1,769 1,874 105 Negotiation Sindh Modaraba
Foaming plug 312 14 298 312 14 Negotiation Sindh Modaraba
Micro ohm meter 1,296 59 1,237 1,294 57 Negotiation Sindh Modaraba
Oil break down tester 1,151 53 1,098 1,149 51 Negotiation Sindh Modaraba
Wire cut machine 1,423 59 1,364 1,421 57 Negotiation Sindh Modaraba
Micro mole electric discharge machine 1,548 65 1,483 1,545 62 Negotiation Sindh Modaraba
Air chiller 2,511 94 2,417 2,507 90 Negotiation Sindh Modaraba
Cabinet foaming mold 5,912 222 5,690 5,903 213 Negotiation Sindh Modaraba
Cabinet foaming mold 968 36 932 967 35 Negotiation Sindh Modaraba
Water heater and teflon hose 1,007 38 969 1,006 37 Negotiation Sindh Modaraba
Rotary vacuum pump 7,073 206 6,867 7,062 195 Negotiation Sindh Modaraba
Stone crusher 1,081 27 1,054 1,079 25 Negotiation Sindh Modaraba
Pneumatic self burning welding machine 4,524 113 4,411 4,517 106 Negotiation Sindh Modaraba
Air chiller 2,292 38 2,254 2,288 34 Negotiation Sindh Modaraba
Magnetic inserting machine 4,380 55 4,325 4,373 48 Negotiation Sindh Modaraba
Rotary screw compressors 2,266 19 2,247 2,262 15 Negotiation Sindh Modaraba
Screw air compressor 1,231 10 1,221 1,229 8 Negotiation Sindh Modaraba
119,052 2,151 116,901 113,221 (3,680)
Office equipment and fixtures
UPS, fans, ovens and other items 866 701 165 272 107 Negotiation Faisal Raza
Refrigerators 417 340 77 128 51 Negotiation Faisal Raza
Photocopier & fax machine 449 363 86 144 58 Negotiation Faisal Raza
Air conditioners 602 496 106 175 69 Negotiation Faisal Raza
Various mobiles 495 97 398 - (398) Negotiation Various Individuals
2,829 1,997 832 719 (113)
Computer hardware and allied items
Computers and monitors 4,325 4,325 - 194 194 Negotiation Iftikhar Ahmad
Printers scanners and allied items 631 631 - 28 28 Negotiation Ittikhar Ahmad
4,956 4,956 - 222 222
Vehicles
Suzuki Alto 673 467 206 452 246 As Per Company Policy ~ Aamir Nazir (employee)
Suzuki Cultus 819 593 226 161 (65) As Per Company Policy  Arshad Ali (employee)
Toyota Corolla 1,434 979 455 398 (57) As Per Company Policy  Tahir Arshad (employee)
Sukuzi Mehran 657 192 465 522 57 Insurance Claim IGl Insurance
Toyota Corolla 127 - 127 261 134 As Per Company Policy ~ Ahmad Jamshad (employee)
Toyota Corolla 1,414 798 616 644 28 As Per Company Policy  Arif Rashid Mir (employee)
Suzuki Alto 826 414 412 442 30 As Per Company Policy ~ Azeem Bin Talib (employee)
Suzuki Mehran 645 329 316 240 (76) As Per Company Policy ~ Ehsan Hasni(employee)
Toyota Cotolla 129 - 129 1,076 947 | As Per Company Policy ~Muzaffar Waheed (employee)
Suzuki Mehran 645 329 316 240 (76) As Per Company Policy  Saif ul Hag Khan (employee)
Toyota Corolla 138 - 138 290 152 As Per Company Policy  Imtiaz Ahmed (employee)
Suzuki Cultus 909 903 6 212 206 As Per Company Policy ~ Muhammad Tariq (employee)
Toyota Corolla 127 76 51 283 232 As Per Company Policy ~ Mian Nazir Ahmed (employee)
Toyota Corolla 184 - 184 444 260 As Per Company Policy ~ Adnan Aftab (employee)
Honda city 1,397 819 578 628 50 As Per Company Policy  Bilal Ahmad Khan(employee)
Toyota Corolla 1,626 845 781 714 (67) As Per Company Policy  Taugqir Akhtar (employee)
Suzuki Cultus 1,040 485 555 602 47 As Per Company Policy  Kashif Khan (employee)
Toyota Corolla 129 - 129 261 132 | As Per Company Policy  Jahanzeb Ahmad (employee)
Suzuki Sprinter 69 48 21 69 48 As Per Company Policy  Abdullah Mateen (employee)
Honda Civic 171 - 171 344 173 As Per Company Policy ~ Azam Aziz (employee)
Honda Civic VTi 1,963 1,265 698 539 (159) As Per Company Policy ~ Syed Manzar Hassan (employee)
Toyota Corolla 138 - 138 282 144 As Per Company Policy = Muhammad Hanif (employee)
Suzuki Mehran 645 347 298 386 88 | AsPer Company Policy ~Muhammad Kamran (employee)
Suzuki Mehran 663 357 306 125 (181) As Per Company Policy M. Azeem Qureshi (employee)
Suzuki Cultus 87 - 87 216 129 As Per Company Policy  Rizwan Ahmad Cheema (employee)
Suzuki Mehran 612 308 304 224 (80) As Per Company Policy  Hafiz Imran Ahmad (employee)
Suzuki Swift 1,176 572 604 568 (36) As Per Company Policy  Imtiaz Ahmad (employee)
Honda City 129 - 129 352 223 As Per Company Policy ~ Masood Tahir (employee)
Various Motor Cycles 815 548 267 812 545 As Per Company Policy  Various Individuals (employees)
19,387 10,674 8,713 11,787 3,074
146,224 19,778 126,446 125,949 (497)
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Note 2016 2015
Rupees '000 Rupees '000

The depreciation charge for the year has been allocated as follows:
Cost of sales 34 780,745 689,446
Administrative and general expenses 37 54,446 50,296
835,191 739,742

Revaluation of property, plant and equipment

Most recent valuation of freehold land, buildings on freehold and lease hold land and plant and machinery was carried out by
an independent valuer, Maricon Consultants (Private) Limited, on July 01, 2013 and was incorporated in the financial
statements for the year ended December 31, 2013. For basis of valuation and other fair value measurement disclosures refer to

note 48.

Had there been no revaluation, the cost, accumulated depreciation and net book value of revalued items would have been as

follows:

2016

Accumulated Net

Cost depreciation book value

Rupees '000 Rupees '000 Rupees '000

Freehold land 189,184 - 189,184

Buildings 3,299,712 1,107,053 2,192,659

Plant and machinery 9,944,794 2,622,106 7,322,688

2015
Accumulated

Cost depreciation Net book value

Rupees '000 Rupees '000 Rupees '000

Freehold land 189,184 - 189,184

Buildings 3,287,050 951,530 2,335,520

Plant and machinery 8,386,000 2,272,477 6,113,523
INTANGIBLE ASSETS

2016

Cost Accumulated Amortization Net book

As at As at As at For the As at value as at

January 01 Additions December 31 January 01 period D ber 31 D ber 31

Note  Rupees'000' Ruj '000'  Rupees'000' Rupees'000' Rupees'000' Rupees'000' Rupees '000'

Technology transfer agreement 21.1 117,054 - 117,054 30,550 4,325 34,875 82,179

Goodwill 21.2 312,341 - 312,341 91,859 - 91,859 220,482

Software 21.3 5,057 - 5,057 4,526 175 4,701 356

Enterprise Resource Planning system  27.4 31,675 - 31,675 871 10,165 11,036 20,639

466,127 - 466,127 127,806 14,665 142,471 323,656

2015

Cost Accumulated Amortization Net book

As at As at As at For the As at value as at

January 01 Additions December 31 January 01 period December 31 December 31

Rupees '000' Rupees '000' Rupees '000' Rupees '000' Rupees '000' Rupees '000' Rupees '000'

Technology transfer agreement 21.1 117,054 - 117,054 25,997 4,553 30,550 86,504

Goodwill 21.2 312,341 - 312,341 91,859 - 91,859 220,482

Software 21.3 5,057 - 5,057 4,263 263 4,526 531

Enterprise Resource Planning system  27.4 31,675 - 31,675 - 871 871 30,804

466,127 - 466,127 122,119 5,687 127,806 338,321
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The Company has obtained technology of single phase meters, three phase digital meters and also of power transformers
from different foreign companies. These are amortized on the same rate as of the depreciation of the relevant plant.

Gooduwill represents the difference between the cost of the acquisition (fair value of consideration paid) and the fair value of the
net identifiable assets acquired at the time of acquisition of PEL Appliances Limited and PEL Daewoo Electronics Limited by
the Company. In view of cancelation of LG license, goodwill related to PEL Daewoo Electronics Limited was fully impaired by
providing impairment loss of Rs. 140.569 million in December 31, 2011. The carrying value represents goodwill related to PEL
Appliances Limited for which there is no indication ofimpairment.

The Company has acquired different software for its business purpose. These are being amortized at 33% per annum on
reducing balance method.

These are being amortized at 33% per annum on reducing balance method.

Note 2016 2015
Rupees '000  Rupees '000

LONG TERM INVESTMENTS

Investments in related parties 22.1 26,441 9,006
Other investments 22.2 - -

26,441 9,006

These represent investments in ordinary shares of related parties and are carried at cost less accumulated impairment. The
details are as follows:

Note 2016 2015
Rupees '000  Rupees '000

PEL Marketing (Private) Limited -Unquoted

10,000 (2015: 10,000) ordinary shares of Rs. 10 each 100 100
Relationship:wholly-owned subsidiary
Ownership Interest: 700%

Kohinoor Power Company Limited - Quoted

2,910,600 (2015: 2,910,600) ordinary shares of Rs. 10 each 22.1.1 26,341 8,906
Relationship:associate

Ownership Interest: 23.7%

Market value: Rs. 9.05 (2015: Rs. 3.06) per share

26,441 9,006
Details of investment are as follows:
Cost of investment 54,701 54,701
Accumulated impairment (28,360) (45,795)
26,341 8,906

This represents investment in redeemable/convertible preference shares issued by Silk Bank Limited (‘the Issuer') matured on
March 26, 2016. The details are as follows:

Note 2016 2015
Rupees '000  Rupees '000

Silk Bank Limited - Unquoted
17,698,489 preference shares of Rs. 2.5 each

As at beginning of the year - 55,740
Amortization for the year 35 - 9,744
Transferred to current assets 30 - (65,484)

As at end of the year - -
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The Issuer has redeemed these preference shares during the year on maturity.

Note 2016 2015
Rupees '000  Rupees '000

LONG TERM DEPOSITS

Financial institutions 23.1 32,333 29,262
Utility companies and regulatory authorities 23.2 37,736 75,978
Customers 23.3 196,284 184,544

266,353 289,784

These represent security deposits against ljarah financing.

These have been deposited with various utility companies and regulatory authorities. These are classified as 'loans and
receivables' under IAS 39 'Financial Instruments - Recognition and Measurement' which are required to be carried at amortized
cost. However, these, being held for an indefinite period with no fixed maturity date, are carried at cost as their amortized cost is
impracticable to determine.

These have been deposited with various customers against EPC and other contracts and are refundable on completion of
projects in accordance with term of contracts. Due to uncertainties regarding dates of refund of these deposits, these have
been carried at cost.

Note 2016 2015
Rupees '000  Rupees '000

STORES, SPARES AND LOOSE TOOLS

Stores 141,111 94,002
Spares 596,467 662,115
Loose tools 94,161 53,968
831,739 810,085
Provision for slow moving and obsolete items 24.1 (18,824) (16,706)
812,915 793,379

Movement in provision for slow moving and obsolete items

As at beginning of the year 16,706 16,706
Recognized during the year 2,118 -
As at end of the year 18,824 16,706

There are no spare parts held exclusively for capitalization as at the reporting date.

Note 2016 2015
Rupees '000  Rupees '000

STOCK IN TRADE

Raw material
- in stores 3,115,685 2,815,016
- in transit 1,834,191 1,126,577
Provision for slow moving and obsolete items 25.1 (25,647) (22,447)
4,924,229 3,919,146
Work in process 1,033,340 1,143,657
Finished goods 1,742,903 429,020
Provision for slow moving and obsolete items 25.2 (7,022) (6,007)
1,735,881 423,013

7,693,450 5,485,816
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2016 2015
Rupees '000 Rupees '000
Movement in provision for slow moving and obsolete items - raw material
As at beginning of the year 22,447 18,424
Recognized during the year 3,200 4,023
As at end of the year 25,647 22,447
Movement in provision for slow moving and obsolete items - finished goods
As at beginning of the year 6,007 4,804
Recognized during the year 1,015 1,203
As at end of the year 7,022 6,007

Entire stock in trade is carried at cost being lower than net realizable value.

Stock in trade valued at Rs. 1,432 million (2015: Rs. 1,630 million) is pledged as security with providers of debt finances.

Note 2016 2015
Rupees '000 Rupees '000

TRADE DEBTS - UNSECURED

Considered good

- against sale of goods 2,489,263 4,088,826
- against execution of contracts 26.1 1,353,111 1,494,500
3,842,374 5,583,326
Considered doubtful 26.2 444,589 343,603
4,286,963 5,926,929
Impairment allowance for doubtful debts 37 (444,589) (343,603)
3,842,374 5,583,326

These include retention money for contracts in progress amounting to Rs. 540.758 million (2015: Rs. 774.205 million) held by

the customers in accordance with contract terms.

2016 2015
Rupees '000 Rupees '000

Movement in impairment allowance
As at beginning of the year 343,603 256,484
Recognized during the year 100,986 87,119
As at end of the year 444,589 343,603

DUE AGAINST CONSTRUCTION WORK IN PROGRESS - UNSECURED, CONSIDERED GOOD

This represents unbilled revenue from construction work in progress.
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Note 2016 2015
Rupees '000 Rupees '000

28 SHORT TERM ADVANCES - UNSECURED

Advances to suppliers and contractors- unsecured

- considered good 678,201 748,382
- considered doubtful 32,730 25,108
Impairment allowance for doubtful advances 28.1 (32,730) (25,108)
678,201 748,382
Advances to employees- unsecured
- considered good 28.2 276,680 165,499
- considered doubtful 1,449 1,449
Impairment allowance for doubtful advances (1,449) (1,449)
276,680 165,499
954,881 913,881

28.1 Movement in impairment allowance

As at beginning of the year 25,108 22,863
Recognized during the year 7,622 2,245
As at end of the year 32,730 25,108

28.2 These include advances for

- purchases 173,163 37,055
- expenses 78,529 100,269
- traveling 24,988 22,730
- others - 5,445

276,680 165,499

29 SHORT TERM DEPOSITS AND PREPAYMENTS

Security deposits

- considered good 411,116 420,371
- considered doubtful 5,379 5,379
Impairment allowance for doubtful deposits (5,379) (5,379)
411,116 420,371

Margin deposits 612,986 718,891
Prepayments 38,454 70,554
Letters of credit 196,318 121,413
1,258,874 1,331,229

30 SHORT TERM INVESTMENTS

Investments in listed equity securities 30.1 23,106 20,040
Investment in debt securities 22.2 - 65,484
23,106 85,524

30.1 These represent investments in listed equity securities classified as 'financial assets at fair value through profit or loss'. The
details are as follows:
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Note 2016 2015
Rupees '000 Rupees '000
Standard Chartered Bank (Pakistan) Limited
915,070 (2015: 915,070) ordinary shares of Rs. 10 each
Market value: Rs. 25.25 (2015: Rs. 21.9) per share
As at beginning of the year 20,040 21,596
Changes in fair value 35& 38 3,066 (1,556)
As at end of the year 23,106 20,040
ADVANCE INCOME TAX
Advance income tax/income tax refundable 1,467,982 823,585
Provision for taxation 40 (48,185) (30,303)
1,419,797 793,282
CASH AND BANK BALANCES
Cash in hand 5,451 8,470
Cash at banks 450,299 418,908
455,750 427,378
REVENUE
Contract revenue 45 901,766 1,965,455
Sale of goods
- local 18,862,627 16,920,107
- exports 4,237,970 4,470,090
24,002,363 23,355,652
Sales tax and excise duty (3,493,794) (3,241,932)
Trade discounts (2,306) (10,833)
(3,496,100) (8,252,765)
20,506,263 20,102,887
COST OF SALES
Finished goods at the beginning of the year 429,020 700,790
Cost of goods manufactured 34.1 17,312,232 14,300,091
Finished goods at the end of the year (1,742,903) (429,020)
Cost of goods sold 15,998,349 14,571,861
Contract cost 45 767,132 1,554,675
16,765,481 16,126,536
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Note 2016 2015
Rupees '000 Rupees '000
Cost of goods manufactured
Work-in-process at beginning of the year 1,143,657 1,262,830
Raw material and components consumed 14,728,919 11,934,164
Direct wages 632,225 586,556
Factory overheads:
- salaries, wages and benefits 420,116 380,213
- traveling and conveyance 21,524 20,501
- electricity, gas and water 325,247 308,188
- repairs and maintenance 51,351 48,023
- vehicles running and maintenance 24,924 23,115
- insurance 26,350 25,523
- depreciation 20.3 780,745 689,446
- amortization of intangible assets 21 14,665 5,687
- provision for obsolete and slow moving stock 25& 26 6,333 5,226
- carriage and freight 24,472 25,216
- erection and testing 135,901 120,523
- other factory overheads 9,143 8,537
1,840,771 1,660,198

18,345,572 15,443,748
Work-in-process at end of the year (1,033,340) (1,143,657)

17,312,232 14,300,091

These include charge in respect of employees retirement benefits amounting to Rs. 32.01 million (2015: Rs. 32.64 million).

Note 2016 2015
Rupees '000 Rupees '000
OTHER INCOME
Gain on financial instruments
Reversal of impairment on long term investments 30 17,435 756
Amortization of held-to-maturity investments 22.2 - 9,744
Changes in fair value of short term investments 30 3,066 -
Gain on sale and lease back activities 696 -
21,197 10,500
Other income
Amortization of grant-in-aid 15 2,145 2,258
Others 14,278 9,625
16,423 11,883
37,620 22,383
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Note 2016 2015
Rupees '000 Rupees '000

DISTRIBUTION COST
Salaries and benefits 36.1 113,258 108,716
Traveling and conveyance 41,964 36,881
Rent, rates and taxes 5,613 5,002
Electricity, gas, fuel and water 2,754 2,531
Repairs and maintenance 1,310 1,175
Vehicles running and maintenance 13,875 13,025
Printing and stationery 2,759 2,425
Postage, telegrams and telephones 3,386 2,863
Entertainment and staff welfare 8,367 7,193
Advertisement and sales promotion 3,251 2,304
Insurance 5,812 3,423
Freight and forwarding 106,033 114,255
Contract and tendering 5,298 4,878
Warranty period services 74,528 64,624
Others 13,089 24,722
401,297 394,017

These include charge in respect of employees retirement benefits amounting to Rs. 10.17 million (2015: Rs. 9.6 million).

Note 2016 2015
Rupees '000 Rupees '000

ADMINISTRATIVE AND GENERAL EXPENSES
Salaries and benefits 37.1 150,410 141,334
Traveling and conveyance 8,806 7,536
Rent, rates and taxes 12,086 10,432
Ujrah payments 27,507 21,862
Legal and professional 31,484 28,364
Electricity, gas and water 18,851 17,374
Auditor's remuneration 37.2 4,057 3,175
Repairs and maintenance 8,015 7,397
Vehicles running and maintenance 11,212 10,433
Printing, stationery and periodicals 2,518 2,288
Postage, telegrams and telephones 6,002 5,103
Entertainment and staff welfare 7,848 7,211
Advertisement 10,842 10,160
Insurance 4,786 7,114
Provision for doubtful debts, advances and security deposits 108,608 89,364
Depreciation 20.3 54,446 50,296
Others 19,388 8,649
486,866 428,092

These include charge in respect of employees retirement benefits amounting to Rs. 18.17 million (2015: Rs. 19.54 million).

2016 2015
Rupees '000 Rupees '000

Auditor's remuneration
Annual statutory audit 2,800 2,000
Half yearly review 600 600
Review report under Code of Corporate Governance 430 430
Out of pocket expenses 227 145
4,057 3,175
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Note 2016 2015
Rupees '000 Rupees '000

38 OTHER EXPENSES

Loss on financial instruments

Loss due to changes in fair value of short term investments 30 - 1,556
Loss on disposal of short term investments 708 -
708 1,556
Others
Loss on sale and lease back activities - 2,936
Workers' Profit Participation Fund 16.2 99,939 102,223
Workers' Welfare Fund 16.3 37,977 38,845
Loss on disposal of property, plant and equipment 6,135 497
Others 2,854 8,377
146,905 152,878
147,613 154,434

39 FINANCE COST

Interest / markup on borrowings:

redeemable capital 308,521 541,925
long term finances 127,825 131,929
liabilities against assets subject to finance lease 16,873 20,009
short term borrowings 102,771 217,895
555,990 911,758

Interest on Workers' Profit Participation Fund 16.2 5,170 4,875
Bank charges and commission 325,776 202,173
886,936 1,118,806

40 TAXATION

Provision for taxation

for current year 31 & 40.1 48,185 30,303
for prior years 1,945 1,356
50,130 31,659
Deferred taxation

adjustment attributable to origination and reversal of temporary differences (131,970) 197,416
adjustment attributable to changes in tax rates 14.1 (13,363) 1,944
(145,333) 199,360

(95,203) 231,019

40.1 The Company is taxable under section 59AA of the Income Tax Ordinance, 2001 along with its subsidiary as a single unit. The
provision for the year has been allocated to the Company on proportionate basis. There is no relationship between aggregate
tax expense and accounting profit. Accordingly no numerical reconciliation has been presented.

40.2 Assessments upto tax year 2016 have been finalized under the relevant provisions of the Ordinance.

Unit 2016 2015
a1 EARNINGS PER SHARE - BASIC AND DILUTED
Earnings
Profit after taxation Rupees '000 1,950,893 1,672,366
Preference dividend for the year Rupees '000 (42,710) (42,710)

Profit attributable to ordinary shareholders Rupees '000 1,908,183 1,629,656
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Unit 2016 2015
Shares
Weighted average number of ordinary shares outstanding during the year No. of shares 483,074,232 429,139,758
Earnings per share
Basic and diluted Rupees 3.95 3.80

As per the opinion of the Company's legal counsel, the provision for dividend at 9.5% per annum, under the original terms of

issue of preference shares, will prevail on account of preference dividend.

There is no diluting effect on the basic earnings per share of the Company as the conversion rights pertaining to outstanding

preference shares, under the original terms of issue, are no longer exercisable.

The effect of issue of ordinary and preference shares on conversion of redeemable capital, as referred to in note 11, has not
been considered for the purpose of calculation of earnings per share as the said issue is subject to various legal and regulatory

approvals which are pending as at the reporting date.

Weighted average number of ordinary shares outstanding during the year has been adjusted for bonus element in the issue of
right ordinary shares during the year for all periods presented in these financial statements.

Note 2016 2015
Rupees '000 Rupees '000
CASH GENERATED FROM OPERATIONS
Profit before taxation 1,855,690 1,903,385
Adjustments for non-cash and other items
Interest / markup on borrowings 555,990 911,758
Loss on disposal of property, plant and equipment 6,135 497
Amortization of grant-in-aid (2,145) (2,258)
Amortization of intangible assets 14,665 5,687
Amortization of held-to-maturity investments - (9,744)
(Gain)/loss on sale and lease back activities (696) 2,936
Reversal of impairment on long term investments (17,435) (756)
Changes in fair value of financial assets at fair value through profit or loss (3,066) 1,556
Impairment allowance for doubtful debts, advances and security deposits 108,608 89,364
Provision for obsolete and slow moving stock 6,333 5,226
Loss on disposal of short term investments 708 -
Depreciation 835,191 739,742
1,504,288 1,744,008
3,359,978 3,647,393
Changes in working capital
Stores, spares and loose tools (19,536) (831,239)
Stock in trade (2,213,967) 649,128
Trade debts 1,639,966 (223,755)
Due against construction work in progress (104,349) (18,783)
Advances (48,622) (86,477)
Trade deposits and short term prepayments 72,355 (478,020)
Other receivables (90,126) (202,388)
Trade and other payables 63,712 (91,390)
(700,567) (782,924)
Cash generated from operations 2,659,411 2,864,469
CASH AND CASH EQUIVALENTS
Cash and bank balances 32 455,750 427,378
455,750 427,378




208

44

441

44.2

45

Pak Elektron Limited

TRANSACTIONS AND BALANCES WITH RELATED PARTIES

Related parties from the Company's perspective comprise subsidiary, associated companies, key management personnel
and post employment benefit plan. Key management personnel are those persons having authority and responsibility for
planning, directing and controlling the activities of the Company, directly or indirectly, and includes the Chief Executive and
Directors ofthe Company.

Transactions with key management personnel are limited to payment of short term and post employment benefits, advances
against issue of ordinary shares and dividend payments. Transactions with post employment benefits plan are limited to
employers' contribution made. The Company in the normal course of business carries out various transactions with its
subsidiary and associated companies and continues to have a policy whereby all such transactions are carried out on
commercial terms and conditions which are equivalent to those prevailing in an arm's length transaction.

Details of transactions and balances with related parties are as follows:

Note 2016 2015
Rupees '000  Rupees '000

Transactions with related parties

Nature of relationship Nature of transactions

Provident Fund Trust Contribution for the year 60,350 61,780

Subsidiary Sale of goods 8,118,949 7,992,492
Allocation of common expenses 1,241,086 2,073,988

Associated companies Purchase of services 240,740 173,851

Key management personnel Short term employee benefits 50 46,900 42,677
Post employment benefits 50 2,707 2,395

Directors and sponsors Dividend paid 312,891 237,797

Balances with related parties

Nature of relationship Nature of balances

Provident Fund Trust Contribution payable 10,856 10,234
Key management personnel Short term employee benefits payable 3,452 3,618
Directors and sponsors Advances against issue of ordinary shares - 1,575,252

Note 2016 2015
Rupees '000  Rupees '000

LONG TERM CONSTRUCTION CONTRACTS

Contract revenue for the year 33 901,766 1,965,455
Cost incurred to date 6,703,152 5,936,020
Contract costs for the year 34 767,132 1,554,675
Gross profit realized to date 1,711,073 1,576,439
Advances against contracts 16 5,246 4312
Retention money receivable 26.1 540,758 774,205
Gross amount due from customers 1,940,349 1,743,942
Gross amount due to customers 12,937 11,342

Estimated future costs to complete projects in progress 337,009 303,236
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FINANCIAL INSTRUMENTS

The carrying amounts of the Company's financial instruments by class and category are as follows:

Note 2016 2015
Rupees '000  Rupees '000

Financial assets
Cash in hand 5,451 8,470

Loans and receivables

Long term deposits 234,020 260,522
Trade debts 3,842,374 5,583,326
Due against construction work in progress 1,127,996 1,023,647
Short term advances = 5,445
Short term deposits 1,018,723 1,133,883
Bank balances 450,299 418,908

6,673,412 8,425,731

Financial assets at fair value through profit or loss

Short term investments 23,106 20,040

Held-to-maturity investments
Short term investments - 65,484
6,701,969 8,519,725

Financial liabilities

Financial liabilities at amortized cost

Redeemable capital 3,951,888 4,955,485
Long term finances 2,329,186 3,017,427
Liabilities against assets subject to finance lease 111,446 130,812
Trade creditors - unsecured 326,895 318,331
Foreign bills payable -secured 88,391 61,553
Accrued liabilities 123,773 117,725
Employees' provident fund 10,856 10,234
Compensated absences 26,940 24,740
Unclaimed dividend 6,717 4,105
Other payables - unsecured 19,043 6,110
Accrued interest/markup 159,422 260,904
Short term borrowings 4,981,662 4,668,901

12,136,219 13,576,327

FINANCIAL RISK EXPOSURE AND MANAGEMENT

The Company’s activities expose it to a variety of financial risks: credit risk, liquidity risk and market risk (including currency
risk, interest rate risk and price risk). These risks affect revenues, expenses, assets and liabilities of the Company.

The Company'’s risk management policies are established to identify and analyze the risks faced by the Company, to set
appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and systems are
reviewed regularly to reflect changes in market conditions and the Company's activities. The Company, throughits training and
management standards and procedures, aims to develop a disciplined and constructive control environment in which all
employees understand their roles and obligations.

The Board of Directors has overall responsibility for the establishment and oversight of the Company’s risk management
framework. The Board is responsible for developing and monitoring the Company’s risk management policies. The
Company's Audit Committee oversees how management monitors compliance with the Company’s risk management policies
and procedures and reviews the adequacy of the risk management framework in relation to the risks faced by the Company.
The Audit Committee is assisted in its oversight role by Internal Audit department. Internal Audit department undertakes both
regular and ad hoc reviews of risk management controls and procedures, the results of which are reported to the Audit
Committee.
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The Company’s exposure to financial risks, the way these risks affect the financial position and performance, and forecast
transactions of the Company and the manner in which such risks are managed is as follows:

471 Creditrisk
Creditrisk is the risk of financial loss to the Company, if the counterparty to a financial instrument fails to meet its obligations.
47.1.1 Maximum exposure to credit risk

The gross carrying amount of financial assets, other than cash in hand, represents maximum exposure to credit risk. The
maximum exposure to creditrisk as at the reporting date is as follows:

Note 2016 2015
Rupees '000 Rupees '000

Loans and receivables

Long term deposits 23 234,020 260,522
Trade debts 26 4,286,963 5,926,929
Due against construction work in progress 27 1,127,996 1,023,647
Short term advances 28 - 5,445
Short term deposits 29 1,029,481 1,144,641
Cash at banks 32 450,299 418,908

7,128,759 8,780,092

Financial assets at fair value through profit or loss

Short term investments 30 23,106 20,040

Held-to-maturity investments

Short term investments 22.2 - 65,484

7,151,865 8,865,616

47.1.2 Concentration of credit risk

There is no concentration of credit risk geographically. Maximum exposure to credit risk by type of counterparty is as

Note 2016 2015
Rupees '000  Rupees '000

Customers 5,611,243 7,135,120
Banking companies and financial institutions 1,502,886 1,649,073
Others 37,736 81,423

7,151,865 8,865,616

47.1.3 Credit quality and impairment

The manner in which the company assesses the credit quality of its financial assets depends on the type of counter-party. The
Company conducts different types of transactions with the following counter-parties.

(@) Customers

Customers are counter parties to trade debts, long term security deposits for contracts in progress, due against contract
work in progress and retention money for contracts in progress.

These, with the exception of trade debts, do not carry any significant credit risk. The ageing analysis of trade debts as at
the reporting date is as follows:
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2016 2015

Gross Accumulated Gross Accumulated
carrying amount Impairment carrying amount Impairment
Rupees '000 Rupees '000 Rupees '000 Rupees '000

Not yet due and past due by 1 year 34,17,304 - 5,277,964 -

1to 2 years 351,355 - 285,258 -
2to 3 years 296,150 222,435 211,553 191,449
More than 3 years 222,154 222,154 152,154 152,154
4,286,963 444,589 5,926,929 343,603

There is no single significant customer in the trade debts of the Company. The maximum exposure to credit risk for trade
debts as at the reporting date by type of customer is:

2016 2015
Rupees '000  Rupees '000

General customers 1,861,660 4,081,125
Corporate customers 2,425,303 1,845,804
4,286,963 5,926,929

In determining the recoverability of a trade debt, the Company considers any change in the credit quality of the trade
debt from the date credit was initially granted up to the reporting date. The concentration of credit risk is limited due to
the customer base being large and unrelated. Accordingly, the management believes that there is no further provision
required in excess of the allowance for doubtful debts.

(b) Banking companies and financial institutions
Banking companies and financial institutions are counter-parties to security/margin deposits, investments in debt and
equity shares and bank balances. The Company limits its exposure to credit risk by only investing in highly liquid
securities and only with counterparties that have reasonably high credit ratings. Given these high credit ratings,
management does not expect any counterparty to fail to meet its obligations.

(c) Others

These include employees of the Company who are counter-parties to advances and utility companies and regulatory
authorities who are counter-parties to long term security deposits. These do not carry any significant credit risk.

Collateral held

The Company does not hold any collateral to secure its financial assets.

Credit risk management

As mentioned in note 47.1.3 to the financial statements, the Company's financial assets do not carry significant credit risk, with
the exception of trade debts, which are exposed to losses arising from any non-performance by customers. To manage credit
risk the Company maintains procedures covering the application for credit approvals, granting and renewal of counterparty
limits and monitoring of exposures against these limits. As part of these processes the financial viability of all counterparties is
regularly monitored and assessed. The majority of sales to the Company’s customers are made on specific terms. Customer
credit risk is managed by each business unit subject to the Company’s established policy, procedures and controls relating to
customer credit risk management. Credit limits are established for all customers based on internal rating criteria. Credit quality
of the customer is assessed based on an extensive credit rating. Outstanding customer receivables are regularly monitored
and any shipments to major customers are generally covered by letters of credit or other form of creditinsurance.

Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due.

Exposure to liquidity risk

Thefollowings is the analysis of contractual maturities of financial liabilities, including estimated interest payments.
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2016
Carrying Contractual One year One to More than
amount cash flows or less five years five years

Rupees '000' Rupees '000' Rupees'000' Rupees'000' Rupees '000'

Redeemable capital 3,951,888 4,799,314 1,095,068 3,704,246 -
Long term finances 2,329,186 2,674,133 1,096,264 1,577,869 -
Liabilities against assets
subject to finance lease 111,446 121,179 72,210 48,969 -
Trade and other payables 326,895 326,895 326,895 - -
Accrued interest/markup 159,422 159,422 159,422 - -
Short term borrowings 4,981,662 5,067,242 5,067,242 - -
11,860,499 13,148,185 7,817,101 5,331,084 -
2015

Carrying Contractual One year One to More than

amount cash flows or less five years five years

Rupees '000' Rupees '000' Rupees '000' Rupees '000'
Redeemable capital 4,955,485 6,243,828 1,464,522 4,779,306 -

Long term finances 3,017,427 3,602,551 1,069,353 2,464,714 68,484

Liabilities against assets

subject to finance lease 130,812 148,234 81,501 66,733 -
Trade and other payables 318,331 318,331 318,331 - -
Accrued interest/markup 260,904 260,904 260,904 - -
Short term borrowings 4,668,901 4,700,026 4,700,026 - -

13,351,860 15,273,874 7,894,637 7,310,753 68,484

Liquidity risk management

The responsibility for liquidity risk management rests with the Board of Directors, who has built an appropriate liquidity risk
management framework for the management of the Company’s short, medium and long-term funding and liquidity
management requirements. The Company manages liquidity risk by maintaining adequate reserves, banking facilities and
reserve borrowing facilities, by continuously monitoring forecast and actual cash flows and matching the maturity profiles of
financial assets and liabilities. As referred to in note 17.4 the Company has additional undrawn facilities of Rs. 5,895 million
(2015: Rs. 1,705 million) at its disposal to further reduce liquidity risk.

Market risk

Currency risk

Currency risk is the risk that fair values or future cash flows of a financial instrument will fluctuate because of changes in foreign
exchange rates. Currency risk arises from transactions and resulting balances that are denominated in a currency other than
functional currency.

(a) Exposureto currencyrisk

The Company's exposure to currency risk as at the reporting date is as follows:



Annual Report | 2016 213

Note 2016 2015
Rupees '000 Rupees '000
Financial assets - -
Financial liabilities
Foreign bills payable
uSsSD (57,774) (61,553)
CNY (2,529) -
EUR (28,088) -
Net balance sheet exposure (88,391) (61,553)
Foreign currency commitments
AUD : (1,071)
CHF (14,368) -
CNY (71,897) -
EUR (315,622) (297,962)
GBP (1,156) (218)
JPY (2,060) -
usb (3,831,051) (1,542,971)
(4,236,154) (1,842,222)
Net exposure (4,324,545) (1,903,775)
(b) Exchange rates applied as at the reporting date
The following spot exchange rates were applied as at the reporting date.
2016 2015
Assets Liabilities Assets Liabilities
Rupees '000 Rupees '000 Rupees '000 Rupees '000
AUD - - - 76.1200
GBP 128.7300 - 154.9900
EUR 110.3200 - 114.2200
usb 104.8000 - 104.3000
CHF 102.6600 - -
CNY - 15.0800 - -
JPY - 0.8979 - -
(c) Sensitivity analysis
Afive percent appreciation in Pak Rupee against foreign currencies would have increased profit and equity for the year
by Rs. 4.42 million (2015: Rs. 3.08 million). A five percent depreciation in Pak Rupee would have had an equal but
opposite effect on profit for the year. The analysis assumes that all other variables, in particular interest rates, remain
constantand ignores the impact, if any, on provision for taxation for the year.
(d) Currencyrisk management

The Company manages its exposure to currency risk through continuous monitoring of expected/forecast committed
and non-committed foreign currency payments and receipts. Reports on forecast foreign currency transactions,
receipts and payments are prepared on monthly basis, exposure to currency risk is measured and appropriate steps are
taken to ensure that such exposure is minimized while optimizing return. This includes matching of foreign currency

liabilities/payments to assets/receipts and using source inputs in foreign currency.

Interest rate risk

Interest rate risk is the risk that fair values or future cash flows of a financial instrument will fluctuate because of changes in
interest rates.
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(@) Interest/markup bearing financial instruments

The effective interest/markup rates for interest/markup bearing financial instruments are mentioned in relevant notes to
the financial statements. The Company's interest/markup bearing financial instruments as at the reporting date are as
follows:

Note 2016 2015
Rupees '000  Rupees '000

Fixed rate instruments - -

Variable rate instruments
Financial liabilities 11,330,172 12,687,025
(b) Fairvalue sensitivity analysis for fixed rate instruments
The Company does not have any fixed rate financial instruments.
(c) Cashflow sensitivity analysis for variable rate instruments
An increase of 100 basis points in interest rates as at the reporting date would have decreased profit for the year by Rs.
113.302 million (2015: Rs. 126.870 million). A decrease of 100 basis points would have had an equal but opposite effect
on profit for the year. The analysis assumes that all other variables, in particular foreign exchange rates, remain constant
and ignores the impact, if any, on provision for taxation for the year.
(d) Interestrate risk management
The Company manages interest rate risk by analyzing its interest rate exposure on a dynamic basis. Cash flow interest
rate risk is managed by simulating various scenarios taking into consideration refinancing, renewal of existing positions
and alternative financing. Based on these scenarios, the Company calculates impact on profit after taxation and equity
of defined interest rate shift, mostly 100 basis points.

Pricerisk

Price risk represents the risk that the fair value or future cash flows of financial instrument will fluctuate because of changes in
market prices, other than those arising from interest rate risk or currency risk, whether those changes are caused by factors
specific to the individual financial instrument or its issuer, or factors affecting all similar financial instruments. The Company is
exposed to price risk in respect of its investments in equity securities. However, the risk is minimal as these investments are
held for strategic purposes rather than trading purposes. The Company does not actively trade in these investments.

FAIR VALUE MEASUREMENTS

The Company measures some of its assets at fair value at the end of each reporting period. Fair value measurements are
classified using a fair value hierarchy that reflects the significance of the inputs used in making the measurements and has the
following levels.

Level 1 Quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2 Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either
directly (thatis, as prices) or indirectly (thatis, derived from prices).

Level 3 Inputs for the asset or liability that are not based on observable market data (that is, unobservable
inputs).

The fair value hierarchy of financial instruments measured at fair value and the information about how the fair values of these
financial instruments are determined are as follows:

Financial instruments measured at fair value

Recurring fair value measurements
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Financial instruments Hierarchy Valuation techniques and key inputs 2016 2015
Rupees '000 Rupees '000
Financial assets at fair value
through profit or loss
Investments in quoted
equity securities Level 1 Quoted bid prices in an active market 23,106 20,040

Non-recurring fair value measurement

There are no non-recurring fair value measurements as at the reporting date.

Financial instruments not measured at fair value

The management considers the carrying amount of all financial instruments not measured at fair value at the end of each
reporting period to approximate their fair values as at the reporting date.

Assets and liabilities other than financial instruments

Recurring fair value measurements

For recurring fair value measurements, the fair value hierarchy and information about how the fair values are determined is as

follows:

Level 1 Level 2 Level 3 2016 2015

Rupees '000 Rupees '000

Freehold land - 539,232 - 539,232 539,232
Buildings - 3,032,978 - 3,032,978 3,179,485
Plant and machinery - 12,263,722 - 12,263,722 11,314,818

For fair value measurements categorised into Level 2 and Level 3 the following information is relevant:

Valuation technique

Significant inputs

Sensitivity

Freehold land Market comparable
approach that reflects recent
transaction prices for similar

properties

Buildings Cost approach that reflects
the cost to the market
participants to  construct
assets of comparable utility
and age, adjusted for
obsolescence and
depreciation. There was no
change in valuation
technique during the year.

Estimated purchase price,
including non-refundable
purchase taxes and other
costs directly attributable to
the acquisition.

Estimated construction costs
and other ancillary
expenditure.

A 5% increase in estimated
purchase price, including non-
refundable purchase taxes and
other costs directly attributable
to the acquisition would result in
a significant increase in fair
value of buildings by Rs.
26.962 million (2015: Rs. 26.962
million).

A 5% increase in estimated
constructionand other ancillary
expenditure would result in a
significant increase in fair value
of buildings by Rs. 151.649
million (2015: Rs. 158.974
million).
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Valuation technique

Significant inputs

Sensitivity

Plant and machinery

49

CAPITAL MANAGEMENT

Cost approach that reflects
the cost to the market
participants to acquire assets
of comparable utility and
age, adjusted for
obsolescence and
depreciation. There was no
change in valuation
technique during the year.

Estimated purchase price,
including import duties and
non-refundable purchase
taxes and other costs directly
attributable to the acquisition
or construction, erection and
installation.

A 5% increase in estimated
purchase price, including
import duties and non-
refundable purchase taxes and
other directly attributable costs
would result in a significant
increase in fair value of plant
and machinery by Rs. 613.186
million (2015: Rs. 565.741
million).

The Company's objective when measuring capital is to safeguard the Company's ability to continue as going concern while
providing returns for shareholders and benefits for other stakeholders and to maintain an optimal capital structure through
debt and equity balance. The Company manages its capital structure and makes adjustments to it in light of changes in
economic conditions. In order to maintain or adjust the capital structure, the Company may adjust the amount of dividends
paid to shareholders or issue of new shares. Consistent with others in industry, the Company monitors capital on the basis of
gearing ratio which is debt divided by total capital employed. Debt comprises long term finances, redeemable capital and
liabilities against assets subject to finances lease, including current maturity. Total capital employed includes total equity (as
shown in the balance sheet plus advances against issue of ordinary shares and surplus on revaluation of property, plant and
equipment) plus debt. During the period, the Company's strategy was to maintain the gearing ratio below 30% and 'A' credit
rating. The gearing ratios as atthe reporting date are as follows:

Unit

2016 2015

Total debt
Total equity

Rupees '000'
Rupees '000'

6,392,520
21,159,171

8,103,724
17,362,762

Total capital employed

Rupees '000'

27,551,691 25,466,486

Gearing ratio

% age

23.20 31.82

The Company is not subject to externally imposed capital requirements, except those related to maintenance of debt
covenants, commonly imposed by the providers of debt finance.

50

REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES

The aggregate amount charged to profit or loss in respect of chief executive, directors and executives on account of
managerial remuneration, allowances and perquisites, post employment benefits and the number of such directors and

executivesis as follows:

Chief Executive Directors Executives
2016 2015 2016 2015 2016 2015
Rupees '000' Rupees'000' Rupees '000' Rupees'000' Rupees'000' Rupees '000'
Remuneration 12,046 6,511 28,519 30,686 215,879 206,045
House rent 1,205 565 2,017 1,749 51,224 48,887
Utilities 1,205 330 1,389 1,182 26,204 22,448
Bonus - - - - 37,154 38,751
Post employment benefits - - 2,707 2,395 37,950 19,551
Meeting fee - - 272 568 - -

Reimbursable expenses

Motor vehicles expenses - 214 65 986 22,171 23,208
Medical expenses - - 182 454 10,840 12,264
14,456 7,620 35,151 38,020 401,422 371,154
Number of persons 1 1 5 5 167 170
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Chief executive, directors and executives have been provided with free use of the Company's vehicles.

No remuneration has been paid to non-executive directors
SEGMENT INFORMATION

An operating segment is acomponent of an entity:

(a) that engages in business activities from which it may earn revenues and incur expenses (including revenues and
expenses relating to transactions with other components of the same entity),

(b) whose operating results are regularly reviewed by the entity’s chief operating decision maker to make decisions about
resources to be allocated to the segment and assess its performance, and

(c) forwhich discrete financial information is available.

Information about the Company's reportable segments as at the reporting date is as follows:

Segments Nature of business

Power Division

Transformers and Engineering, Procurement and Construction Contracting.

Appliances Division

Microwave ovens, Washing Machines and other Home Appliances

Manufacturing and distribution of Transformers, Switch Gears, Energy Meters, Power

Manufacturing, assembling and distribution of Refrigerators, Air conditioners, Deep Freezers,

Power Division Appliances Division Total
2016 2015 2016 2015 2016 2015
Rupees '000' Rupees '000' Rupees '000' Rupees '000' Rupees '000' Rupees '000'
Revenue 14,605,040 14,140,453 9,397,323 9,215,199 24,002,363 23,355,652
Finance cost 654,375 818,131 232,561 300,675 886,936 1,118,806
Depreciation and amortization 424,037 365,260 425,819 380,169 849,856 745,429
Segment profit before tax 1,540,452 1,481,149 441,730 562,056 1,982,182 2,043,205
Segment assets 16,994,090 20,193,421 16,664,781 11,893,070 33,658,871 32,086,491
2016 2015
Rupees '000  Rupees '000
Reconciliation of segment profit
Total profit for reportable segments 1,982,182 2,043,205
Un-allocated other expenses (126,492) (139,820)
Profit before taxation 1,855,690 1,903,385
Reconciliation of segment assets
Total assets for reportable segments 33,658,871 32,086,491
Other corporate assets 1,469,344 887,812
Total assets 35,128,215 32,974,303
Information about major customers
Revenue derived from Multan Electric Power Company - 2,566,562
Revenue derived from PEL Marketing (Private) Limited 8,118,949 7,992,492
Revenue derived from Lahore Electric Supply Company 2,579,985 -
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52 EMPLOYEES PROVIDENT FUND TRUST
The following information is based on the un-audited financial statements of the Pak Elektron Limited Employees Provident
Fund Trust for the year ended December 31, 2016.
2016 2015
Size of the fund -total assets Rupees '000' 377,581 298,477
Cost/fair value of investments Rupees '000' 281,500 220,388
Percentage of investments made % age 74.55 73.84
The break-up of investments is as follows:
2016 2015
Rupees '000' % age  Rupees '000' % age
Government securities 75,000 26.64 105,000 47.64
Deposit accounts with commercial banks 206,500 73.36 115,388 52.36
281,500 100.00 220,388 100.00
53 PLANT CAPACITY AND ACTUAL PRODUCTION
2016 2015
Actual Actual
Annual production Annual production
production during the production during the
Unit capacity year capacity year
Transformers/Power Transformers MVA 7,000 4,966 6,500 4,171
Switch gears Nos. 12,000 8,378 12,000 8,311
Energy meters Nos. 1,700,000 624,414 1,700,000 320,875
Air conditioners Tonnes 179,950 44,949 90,000 40,953
Refrigerators/deep freezers Cfts. 6,950,000 5,153,397 5,500,000 4,520,052
Microwave ovens Litres 850,000 394,220 700,000 389,809
53.1 Under utilization of capacity is mainly attributable to consumer demand.

54 DATE OF AUTHORIZATION FOR ISSUE
These financial statements were authorized for issue on March 15, 2017 by the Board of Directors of the Company.
55 NUMBER OF EMPLOYEES

Total number of employees of the Company as at the reporting date are 5,717 (2015: 5,726). Average number of persons
employed by the Company during the year are 5,534 (2015: 5,923).

56 RECOVERABLE AMOUNTS AND IMPAIRMENT

As at the reporting date, recoverable amounts of all assets/cash generating units are equal to or exceed their carrying amounts,
unless stated otherwise in these financial statements.

57 EVENTS AFTER THE REPORTING PERIOD

The Board of Directors in their meeting held on March 15, 2017 has proposed a dividend on ordinary shares at Rs.1.75 per
ordinary share of Rs. 10 each. The proposed dividend is subject to approval by shareholders in the forthcoming annual general
meeting.

58 GENERAL
58.1 Figures have been rounded off to the nearest thousands.

58.2 Comparative figures have been rearranged and reclassified, where necessary, for the purpose of comparison. However, there

were no significant reclassifications during the year.

M. MURAD SAIGOL
Chief Executive Officer

SYED MANZAR HASSAN
Director
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Investor Relations

REGISTERED OFFICE

17-Aziz Avenue, Canal Bank,
Gulberg-V, Lahore.

Tel: 042-35718274-6

Fax: 042-35762707

SHARE REGISTRAR

Corplink (Pvt) Limited

Wings Arcade, 1-K Commercial
Model Town, Lahore.

Tel: 042-35839182, 35887262
Fax: 042-35869037

LISTING ON STOCK
EXCHANGES

Ordinary shares of Pak Elektron
Limited are listed on Pakistan
Stock Exchange Limited.

STOCK CODE / SYMBOL

The stock code / symbol for
trading in ordinary shares of
Pak Elektron Limited at Pakistan
Stock Exchange Limited is
PAEL.

STATUTORY COMPLIANCE

During the year, the Company
has complied with all applicable
provisions, filed all
returns/forms and furnished all
the relevant particulars as
required under the Companies
Ordinance, 1984 and allied
rules, the Securities and
Exchange Commission of
Pakistan Regulations and the
listing requirements.

DIVIDEND

The Board of Directors in their
meeting held on March 15,
2017 has proposed a dividend
on ordinary shares at Rs. 1.75
per ordinary share.

BOOK CLOSURE DATES

Share Transfer Books of the
Company will remain closed
from April 18, 2017 to April 24,
2017 (both days inclusive).

DIVIDEND REMITTANCE

Ordinary dividend declared and
approved at the Annual General
Meeting will be paid within the
statutory time limit of 30 days.

(i) For shares held in physical
form: to shareholders
whose names appear in the
Register of Members of the
Company after entertaining
all requests for transfer of
shares lodged with the
Company on or before the
book closure date.

(i) For shares held in electronic
from: to shareholders
whose names appear in the
statement of beneficial
ownership furnished by
CDC as at end of business
on book closure date.

WITHHOLDING OF TAX & ZAKAT

ON ORDINARY DIVIDEND

As per the provisions of the
Income Tax Ordinance, 2001,
income tax is deductible at
source by the Company at the
rate of 10% wherever
applicable.

Zakat is also deductible at
source form the ordinary
dividend at the rate of 2.5% of
the face value of the share,
other than corporate holders or
individuals who have provided
an undertaking for non-
deduction.

DIVIDEND WARRANTS

Cash dividends are paid
through dividend warrants
addressed to the ordinary
shareholders whose names
appear in the Register of
Shareholders at the date of
book closure.

GENERAL MEETINGS &
VOTING RIGHTS

Pursuant to section 158 of The
Companies Ordinance 1984,
PEL holds a General Meeting of

shareholders at least once a
year. Every shareholder has a
right to attend the General
Meeting. The notice of such
meeting is sent to all the
shareholders at least 21 days
before the meeting and also
advertised in at least one
English and one Urdu
newspaper having circulation in
Karachi, Lahore and Islamabad.

Shareholders having holding of
at least 10% of voting rights
may also apply to the Board of
Directors to call for meeting of
shareholders, and if the Board
does not take action on such
application within 21 days, the
shareholders may themselves
call the meeting.

All ordinary shares issued by
the Company carry equal voting
rights, Generally, matters at the
general meetings are decided
by a show of hands in the first
instance. Voting by show of
hands operates on the principle
of “One Member-One Vote”. If
majority of shareholders raise
their hands in favor of a
particular resolution, it is taken
as passed, unless a poll is
demanded.

Since the fundamental voting
principle in the Company is
“One Share-One Vote”, voting
takes place by a poll, if
demanded. On a poll being
taken, the decision arrived by
poll is final, overruling any
decision taken on a show of
hands.

INVESTOR’S GRIEVANCES

To date none of the investors or
shareholders has filed any
significant complaint against any
service provided by the Company
to its shareholders.
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PROXIES

Pursuant to Section 161 of The Companies Ordinance, 1984 and according to the Memorandum and Articles
of Association of the Company, every shareholder of the Company who is entitled to attend and vote at a
general meeting of the Company can appoint another member as his/her proxy to attend and vote instead of
him/her. Every notice calling a general meeting of the Company contains a statement that a shareholder
entitled to appoint a proxy.

The instrument appointing a proxy (duly signed by the shareholder appointing that proxy) should be
deposited at the office of the Company not less than forty-eight hours before the meeting.

SERVICE STANDARDS

PEL has always endeavored to provide investors with prompt services. Listed below are various investor
services and the maximum time limits set for their execution:

For requests received For requests received

through post over the counter
Transfer of shares 30 days after receipt 30 days after receipt
Transmission of shares 30 days after receipt 30 days after receipt
Issue of duplicate share certificates 30 days after receipt 30 days after receipt
Issue of duplicate dividend warrants 5 days after receipt 5 days after receipt
Issue of revalidated dividend warrants 5 days after receipt 5 days after receipt
Change of address 2 days after receipt 1 day after receipt

Well qualified personnel of the Shares Registrar have been entrusted with the responsibility of ensuring that
services are rendered within the set time limits.

WEB PRESENCE

Updated information regarding the Company can be accessed at its website, www.pelgroup.com. The website
contains the latest financial results of the Company together with the Company’s profile.
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Glossary of Terms and Definitions

GLOSSARY OF TERMS

Term Description

CCG Code of Corporate Governance
C Eo .......................................................... Ch. efExecutweOfﬁcer ....................................................................
C Fo .......................................................... Ch. ef F. n anc|a|0ff|cer ......................................................................
C pEc ....................................................... Ch| n aPaletanEconomlc C Omdor ..............................................
C P| ............................................................ Consumerpnce |ndex .....................................................................
C s R .......................................................... Corporateso(;.amespons .b||.ty ....................................................
D |s Cos .................................................... D|stnbut|on Compames ...................................................................
DR ... DistuionTanstomer
S A Engineering, Procurement and Construction
S et Eamings pershare
AN High Voltage
JEBS e International Financial Reporting Standards
IS0 International Standards Organization
Y e Y
NG Multi National Companies .
YA Mega VoIt AMD
S Pakistan Stock Exchange .
TR Power Transformer
VAR Water and Power Development Authority
PP Workers' Profit Participation Fund
L Workers' Welfare Fund

DEFINITIONS

Term Definition

Activity/Turnover Ratios Activity / Turnover ratios are used to evaluate the

operational efficiency of the Company to convert
inventory and receivables into cash against time taken to
pay creditors, measured in terms of revenue and cost of
sales.



Annual Report | 2016 223

DEFINITIONS

Term

Approved Accounting Standards

Profitability Ratios

Definition

Approved accounting standards comprise of such IFRSS
issued by the International Accounting Standards Board
as notified under the provisions of the Companies
Ordinance, 1984, provisions of and directives issued
under the Companies Ordinance, 1984.

Capital Structure ratios provide an indication of the long
term solvency of the Company and its cost of debt, in
relation to equity and profits.

The level of a company’s debt related to its equity capital.
It is @ measure of a company'’s financial leverage and
shows the extent to which its operations are funded by
lenders versus shareholders.

An accounting assumption that an entity will remain in
business for the foreseeable future.

Investment ratios measure the capability of the Company
to earn an adequate return for its shareholders. Market
Ratios evaluate the current market price of a share versus
an indicator of the company’s ability to generate profits.

Liquidity ratios determine the Company’s ability to meet
its short-term financial obligations.

Letter written by auditors to directors of the company,
communicating material issues, concerns and
suggestions noted during the audit.

The value of a company that is traded on the stock
market, calculated by multiplying the total number of
shares by the present share price.

Financial statement items are material if they could
influence the economic decisions of users.

Profitability Ratios give and assessment of the
Company’s ability to generate profits in relation to its
sales, assets and equity.
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Notice of Annual General Meeting

Notice is hereby given that the 61st Annual General Meeting of Shareholders of Pak Elektron Limited will
be held on Monday , April 24, 2017 at 11:00 A.M. at Factory Premises, 14-KM. Ferozepur Road, Lahore
to transact the following business:-

Ordinary Business

1. To confirm the minutes of Last Extraordinary General Meeting held on
October 21, 2016.

2. To receive and adopt the Annual Audited Accounts of the Company for the year ended
December 31, 2016 together with Directors' and Auditors' Reports thereon.

3. To approve final dividend @ 17.50% i.e. Rs. 1.75/- per share as recommended by the Board of
Directors in addition to the Interim dividend already paid @12.5% i.e. Rs. 1.25/- per share, making
a total dividend @30.00% i.e. Rs. 3.00/- per share for the Financial year 2016.

4, To appoint Auditors to hold office till the conclusion of the next Annual General Meeting
and to fix their remuneration.

5. Any other business with the permission of the Chair.

Special Business

6. To get approval/consent from shareholders, as per SRO No. 470(1)/2016 dated
May 31, 2016 issued by Securities and Exchange Commission of Pakistan (SECP), for the
transmission of the annual audited accounts through CD/DVD/USB instead of transmitting the said
accounts in hard copies.

7. To consider and, if thought fit, pass the following resolutions as Special Resolution, with or without
modification, to amend the Articles of Association of the Company in order to enable the, Video
Conference facility, E-Voting mechanism as prescribed in the Companies (E-Voting) Regulations
2016 issued by the Securities & Exchange Commission of Pakistan (SECP) and proxy for e-voting:-

SPECIAL RESOLUTION

RESOLVED THAT, subject to obtaining the requisite approvals, Articles of Association of the
Company be and are hereby amended as following:-

Article 40 be and is hereby amended as following:

40. Atleastten (10) Members entitled and present in person and representing not less than twenty-five
percent (25%) of the total voting power either on their own account or as proxies shall be the
quorum for a General Meeting, and no business shall be transacted at any General Meeting unless
the quorum requisite is present at the commencement of the business.

After Article 40, the following new Article 40-A be inserted:

40-A The Company may provide video conference facility to its Members at places other than the town
in which general meeting is taking place after considering the geographical dispersal of its
Members, subject to the condition that Members collectively holding ten percent (10%) or more
shareholding residing at a geographical location provide their consent to participate in the general
meeting through video conference at least (10) days prior to the date of the general meeting. The
company shall arrange video conference facility in that city subject to availability of such facility in
that city. The Company shall intimate to Members regarding venue of video conference facility at
least five (5) days before the date of general meeting along with complete information necessary to
enable them to access such facility. The quorum as required under the Ordinance as well as
Chairman of the general meeting shall be present at the place of the general meeting.

After Article 54, the following new Article 54-A be inserted:

54-A A member may opt for e-voting in a general meeting of the Company under the provisions of the
Companies (E-Voting) Regulations, 2016 (including any statutory modification thereof), as
amended from time to time. In the case of e-voting, both Members and non-members can be
appointed as proxy. The instruction to appoint execution officer and option to e-vote through
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intermediary shall be required to be deposited with the Company, at least ten (10) days before
holding of the general meeting, at the Company's registered office address or through e-mail. The
Company will arrange for e-voting if the Company receives demand for poll from at least five (5)
members or by any member having not less than one tenth of the voting power.

After Article 55, the following new Article 55-A be inserted:

55-A An instrument of proxy in relation to e-voting shall be in the following form:

I/We, of , being a member of , holder of Shares as per Register
Folio No. hereby opt for e-voting through Intermediary and hereby consent to the
appointment of Execution officer as proxy and will exercise e-voting as per the Companies

(E-Voting) Regulations, 2016 and hereby demand for poll for resolutions.

May Secure e-mail address is , please send login details, password and
electronic signature through e-mail.

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

Signed in the presence of:

Signature of Witness Signature of Witness

The proxy e-voting form shall be required to be witnessed by two persons whose names,
addresses and CNIC numbers shall be mentioned on the form.

After Article 88, the following new Article 88-A be inserted:

88-A The Directors of the Company may participate in the Board of Directors' meetings, whether in
Pakistan or abroad, through tele/video conferencing. The draft minutes of the meeting shall be sent
to those Director(s) who had participated in the proceedings of the meeting through tele/video
conference, for his/their confirmation. Thereafter, the minutes shall be signed by the Chairman of
the meeting.

After Article 108, the following new Article 108-A be inserted:

108-AThe Company may, after obtaining prior written consent from members, circulate notices of general
meeting and the annual balance sheet and profit and loss account, auditors' report and directors'
report (annual audited accounts) to its members through e-mail. Further, subject to the consent of
the Members obtained in general meeting, circulate the annual balance sheet and profit and loss
account, auditors' report and directors' report (annual audited accounts) to its Members through
CD/DVD/USB at their registered addresses. However, if a Member prefers to receive hard copies
for all the future annual audited accounts then such preference of the Member shall be given to the
Company in writing and thereafter the Company shall provide hard copies of all the future annual
audited accounts to such Member.

FURTHER RESOLVED That the Company secretary be and is hereby authorized to take or cause to be
taken any and all actions necessary and incidental for the purposes of altering the Articles of Association
of the Company and make necessary filings and complete legal formalities as may be required to
implement the aforesaid resolution.

By Order of the Board

Lahore: M. Omer Farooq
March 20, 2017 Company Secretary
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Notice of Annual General Meeting

STATEMENT UNDER SECTION 160(1) (b) OF THE COMPANIES ORDINANCE, 1984

This statement sets out the material facts concerning the special business to be transacted at the Annual
General Meeting of the Company to be held on April 24, 2017 pertaining to
E-voting and video conference facility.

E-Voting

Pursuant to SECP S.R.O. No. 43(1)/2016 dated January 22, 2016, members can also exercise their right
to vote through e-voting by giving their consent in writing at least 10 days before the date of meeting to
the Company on the appointment of Execution Officer by the Intermediary as a Proxy.

Video Conference Facility

Pursuant to SECP Circular No 10 dated May 21, 2014, if the Company receives consent from members
holding in aggregate 10% or more shareholding residing at geographical location, to participate in the
meeting through video conference at least 10 days prior to the date of meeting, the Company will
arrange video conference facility in that city subject to availability of such facility in that city.

Notes:

1. Share Transfer Books of the Company will remain closed from April 18,2017 to April
24,2017 (both days inclusive). Physical transfers/CDS Transactions IDs received in order at
Company registrar office M/s Corplink (Pvt.) Limited Wings Arcade, 1-K, Commercial Model Town,
Lahore on or before April 17, 2017 will be treated in time.

2. A member entitled to attend and vote at this Meeting may appoint another Member as proxy.
Proxies in order to be effective, must be received at17-Aziz Avenue, Canal Bank, Gulberg-V,
Lahore the Registered Office of the Company not later than forty-eight hours before the time of the
meeting and must be duly stamped, signed and witnessed.

3. Members whose shares are deposited with Central Depository System are requested to bring
their original National Identity Cards or original Passports along with their Account Numbers in
Central Depository System for attending the meeting.

Members are requested to notify the Company change in their addresses, if any.

Annual Audited Financial Statements of the Company for the Financial Year ended December 31,
2016 have been placed on the Company's website i.e. www.pel.com.pk.

6. SUBMISSION OF COPY OF CNIC/NTN DETAILS (MANDATORY)

Pursuant to the directives of the Securities and Exchange Commission of Pakistan CNIC number of
individuals is mandatorily required to be mentioned on dividend warrants and pursuant to the
provisions of Finance Act 2016, the rate of deduction of income tax under section 150 of the
Income Tax Ordinance 2001 from dividend payment have been revised as : for filers of Income Tax
return 12.5% and Non filers of Income Tax return 20.0%. In case of Joint account, each holder is to
be treated individually as either a filer or non-filer and tax will be deducted on the basis of
shareholding of each joint holder as may be notified by the shareholder, in writing as follows, to
our Share Registrars, or if no notification, each joint holder shall be assumed to have an equal
number of shares.

Company Folio/CDS Total Shares Principal Shareholder Joint Shareholder
Name Account No.

Name & Shareholding Name & Shareholding
CNIC No. proportion & CNIC No. proportion &
No. of shares No. of shares
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The CNIC number/NTN details is now mandatory and is required for checking the tax status as per
the Active Taxpayers List (ATL) issued by Federal Board of Revenue (FBR) from time to time.

Individuals including all joint holders holding physical share certificates are therefore requested to
submit a copy of their valid CNIC to the company or its Registrar if not already provided, For
shareholders other than individuals, the checking will be done by matching the NTN number,
therefore the Corporate shareholders having CDC accounts are requested in their own interest to
provide a copy of NTN certificate to check their names in the ATL before the book closure date to
their respective participants/CDC, whereas corporate shareholders holding physical share
certificates should send a copy of their NTN certificate to the Company or its Share Registrar. The
Shareholders while sending CNIC or NTN certificates, as the case may be must quote their
respective folio numbers.

In case of non-receipt of the copy of a valid CNIC or NTN, the Company would be unable to
comply with SRO 831(1)/2012 dated July 05, 2012 of SECP and therefore will be constrained
under Section 251(2)(a) of the Companies Ordinance, 1984 to withhold dispatch of dividend
warrants of such shareholder. Further, all shareholders are advised to immediately check their
status on ATL and may, if required take necessary action for inclusion of their name in the ATL. The
company as per the new law, shall apply 20.0% rate of withholding tax if the shareholders name,
with relevant details, does not appear on the ATL, available on the FBR website on the first day of
book closure and deposit the same in the Government Treasury as this has to be done within the
prescribed time.

ZAKAT DECLARATIONS (CZ-50)

The Zakat will be deducted from the dividends at source at the rate of 2.5% of the paid-up value of
the shares (Rs. 10/- each) under Zakat and Ushr Laws and will be deposited within the prescribed
period with the relevant authority, Please submit your Zakat Declarations under Zakat and Ushr
Ordinance, 1980 & Rule 4 of Zakat (Deduction & Refund) Rules, 1981 CZ-50 Form, in case you
want to claim exemption, with your brokers or the Central Depository Company Ltd. (in case the
shares are held in Investor Account Services on the CDC) or to our Registrars, M/s Corplink Private
Limited, 1-K, Commercial Model Town, Lahore (in case the shares are held in paper certificate
form). The shareholders while sending the Zakat Declarations, as the case may be must quote
company name and respective folio numbers.



228 Pak Elektron Limited

WL WAL LB A e R A K T e e P S P L e 3
LA eSS R e P e

22 & oSS cvovew el com. pk e SELNBSTIC FFE Ml L i 2016453125

SR SAALT paFeshonde

150215075 2001 5T A g St LK B IS st 7 3 343 7L eats S ST D 1 o
oeiz0 & Fataid12 58 0V S o 445005 ARSE bifeil 2016

it oS e Aol e S S 05 e SR S P el il e S8 0
S SR el fin g LS e YL atof

PE s b Ny A Auriicspntd (i
bt AP Bvadatt A1AxFedisvnliee
AR | A A b

WG IR L AT B S B T e (FBR)Z Lol b 0 0 ST CNICINTIN
(8 Lﬁﬁ'}ﬁ)&la&ﬁ%ﬁﬁﬁgﬂbL#;FJ&I:{'J_;!fM%L@L#';m&TIU*%;ﬁyﬁﬁmuﬁﬂﬁ el £
il rtbo b L gie 1A Lo KL Z o SNCDCE S Ll &L et o 3 NTMLEG b L bl 7 01
ot K s P K Ao i T L o e B S ParticipantsiCDe 30L it AP w TN
A n s i e L NN S B bt 7 S L i P TN it

<K 201200755 58R008I (112012 5L 6 L F P BN i1 20l Ut s S L i B NTNLK Pt Pt i
2R e Mo S e e Pl Sk puibrnds Enn RS uim e bps L i A oiL 251(2)a)o S 10840 TR SE S
sudbes Ao M e T Je St gt S FBR L 96 b f Sl S B PR A EATL sk S R ATL
SO LIAL 2 fomeins P b Goe 108 S R s 120 G o SATL AL ot
{ez-50) 2 7

RCHR TV Y- PN O ) TN RN CSRREY AP 13, O ot VRN T L NPN e AT IS PTOE 1Bl M Ty
IV (e B i8R AP (B 3L 5 5RO Z-50.51980 4, T35 it Lot Fidyrs e
bt P 1K TR e IO M I A sl i S SODC ey VI S5V A
..{fﬁl}uﬁj;:;ﬂ;*mwﬁﬁthxlfwjﬁ ﬁﬂﬁiﬁhﬁfi{iﬁdﬂﬂh&@ﬁﬁfwf



Annual Report | 2016 229

etz il Y

LA e e SIS b e PEIE I 2

(ednfthamboe F3 1 F 651) S—

Wi - wiFs

FpL gy B (e L L SR Rl o bl By
K ees-AL Uit 88 T

Al RS IS . gt S DSBS AP St 5L Pt £t g 1AL 80
Ll SB L R it K B S B i e S8 LS

- 108-A ST i mnJ 108 5T

ST Db s Ao RS WA 8 o e L B Pt 2 S irioniy e I 108-A
KraAPnS AF AR e G F I T T 2 B A e SNt sl X St A S

A s T L o
s e S § B i 8on P AL o i g WL e MR AL 15 2Pt ST L SR T
L
s
G At
SEF
20175 A200se)
e TLABO(NBY siro il 198475575
L AL NG bt Fardilig R AL SPPENTLZNTS 20 35 St L F et
-

A SE T E et F 10 e B af S n AT NGS5 22 25 4301) 2016 FATAL A ITHEN 2 F
S EAE s AL Lol M h P03 108

Y

S ot e IR0 S F P 3T g P S Sp e E 2014 21 50 2K b sECP
e AP st Sl P BB e B OF I B S B oS P

i

SRS 1K AT I e £1) B RIS T A S oo 20174 groae 2017 gt S
AL it 2017 MT(CDSPhysical ™ ) UL L se o st

e by 17 i Prasnl 3 P 480 W el et 5t 38T e A A i L Lo S S 2
Sttt i3 res e e Sk LN Fcke



230 Pak Elektron Limited

rwumumf'ﬁ

elcborig i HeF AT bon§ B EEL 1 520520174 f2drb e (B8t oo L ik P G ey s
Gllsradmm it

i ET
.&JJSMKMIJWALHLRH 2016.:7121-1
RS S T 50 o Aot L3 Te L e 2018 293177 N 12

LA Rstutue & B ST e o1 750217 500 AT 0BT 2016 531 FUA Bl S K800 3
~-Fleetu g 183 300 ALY 20164531 F Ui g e - 1.26074H12.50

Kb Lo PR AASTEF L i it e 0L pursnEia
Sk s e e foan ol
e

ALl Sl ST L 201618 31,47 SRO. No. 470(1)2018 /L {Ecmﬁgdfﬂﬁklﬁﬁ.s
el g A et P cDIDVDUSE

025y L (SECP} oo T E e o Vet i i catfpt F s guie ME b 08 5 Pusrn T F T
Lt isy & g A B P ieina L 1L 20167 o voting) 75

A At
G AR S SIS ML L S P s

T ton Bt el i 25 303 S B AL it P b s NI S S mmn Sl kg0
-mi{r;:ﬁﬁ'%:-g&#ﬁf&xﬁ

L N 40-AS e La0 T

10485 20 S e S b g ol Ko ol el FnE sl Sl i SO R L o e 17 0-A
Frdo el Mt Pubie g L LA PG bl LK e b mdl 1O e PR e MV L PIL S Stk
S SRt O Jordetrnbinbe ATPL ool iy bah I e enb i e B2 Jo oL SFbih
et B A gl P P B e,

b U 54eA BT S i £ 54T

LR E S P TS A U e AL F 3L Gertr o ntd 2 B A1 202016 2 o) 7 540

S izt st e b AT e e M@wﬁmﬁﬁ;ﬂ@nﬂmw&mﬂ
Kl g erfinde A A 5P S IS S a g LT L F oAb e F Y om0 L B 2

LAY SN R S = A

LU BEAE U i S BBET

mﬁfi@n—%u‘.wm&&#&ﬁ;

L EPEO: Y S— S e B N AS— Fhk
ik 2016 2L Lon 0SS st G5 A S o2 S s i f BV Pl s e

PR A



Annual Report | 2016 231

Form of Proxy

61°" ANNUAL GENERAL MEETING

LEDGER FOLIO SHARES HELD

I/ We

of

appoint

(or of

failing him)

(being a member of the Company) as my / or proxy to attend and vote for me / us and on my / our behalf at
the 61° Annual General Meeting of the Company to be held on April 24, 2017 at factory premises, 14-Km,
FerozepurRoad, Lahoreat 11:00 A.M. and atevery adjournmentthereof, ifany.

A witness my / our hand (s) this day of 2017.

Signed by the said REVENUE
STAMP

Witnesses:
1) Name 2) Name

Address Address

CNIC No. CNIC No.
Notes:
1. A member entitled to attend and vote at this Meeting may appoint proxy in accordance with the provisions

of Article 54 of the Articles of Association of the Company. Proxies in order to be effective, must be
received at 17-Aziz Avenue, Canal Bank Gublerg-V, Lahore, the Registered Office of the Company not
later than forty eight hours before the time of holding the meeting and must be duly stamped, signed and
witnessed.

2. For CDC Account Holders/ Corporate Entities in addition to the above the following requirement have
to be met.

(i) Attested copies of CNIC or the passport of the Beneficial Owners and the Proxy shall be provided
with the proxy form

(i) In came of a Corporate entity, the Board of Directors' Resolution / Power of Attorney with specimen
signatures shall be submitted (unless it has been provided earlier alongwith proxy form to the
Company).

(ili)  The Proxy shall produce his original CNIC or original passport at the time of the meeting.
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AFFIX
CORRECT
POSTAGE

The Company Secretary

PAK ELEKTRON LIMITED

17 - Aziz Avenue, Canal Bank,
Gulberg-V, Lahore.
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CORRECT
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The Company Secretary

PAK ELEKTRON LIMITED

17 - Aziz Avenue, Canal Bank,
Gulberg-V, Lahore.
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PAK ELECTRON LIMITED
17-Aziz Avenue, Canal Bank,

Gulberg-V, Lahore Pakistan,
Tal: (042) 357 182745, 3571 7364-5
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