Wah Nobel Chemicals Limited

ASSETS

Non-current assets
Property, plant and equipment
Long term investment

Deferred tax assets

Total non-current assets

Current assets
Stores, spares and loose tools
Stock in trade

Trade debts

Advances

Trade deposits

Accrued interest income
Other receivables
Short-term investment
Taxation - net

Cash and bank balances

Total current assets
Total assets

Share capital and reserves
Issued, subscribed and paid up capital
Capital reserves

General reserves

Unappropriated profit

Total share capital and reserves

Non-current habilities

Provision for accumulated compensated absences

Deferred tax liabilities
Total non-current habilities

Current liabilities

Trade and other payables

Due to holding company

Accrued mark-up

Short term running finance - secured
Total current liabilities

Total equity and liabilities

Contingencies and commitments

Balance Sheet
as at June 30, 2017/

Note

N

O 00~ O

12
13
14

20
21
27
23

24

The annexed notes from 1 to 45 form an integral part of these financial statements.

2017
Rupees

170,642,211

5,958,521
176,600,732

2016
Rupees

148,721,633
22,642,137

171,363,770

[ 44,516,967 39,734,694 |
187,227,753 | | 112,713,920

423,456,278 396,261,226 |
| 26,461,654 2,550,711
82,608 | | 40,070

108,122 122,761 |
16,591,633 8,774,834
2,582,666 | 2,582,666

129,614,957 131,398,647 |
| 4,384,163| | 7,795,339
835,026,801 701,974,868

1,011,627,533

873,338,638

| 90,000,000 | 90,000,000 |
944,404 944 404
425,000,000 375,000,000 |
| 142,666,376 [ | 95.819,297
658,610,780 561,763,701
‘ 5,444,971 4,294 302
- 1,200,749
5 444,971 5,495,057
124,024,930 150,422,100
4,626,833 1,772,300 i
951,583 l 2,313,009
l 217,968,436 l 151,572,477
347,571,782 306,079,886
1,011,627,533 873,338,638




Wah Nobel Chemicals Limited

Profit and Loss Account
for the year ended June 30, 2017/

Turnover-net

Cost of sales
Gross profit

Operating Expenses
Administrative and general expenses

Selling and distribution expenses
Operating profit

Finance cost
Other operating expenses
Other income

Share in loss of associated company-net of tax
Profit before taxation

Provision for taxation

Profit for the year

Other comprehensive income for the year
Loss on remeasurement of staff defined benefit plan

Deferred tax credit relating to remeasurement of staft defined benefit plan

Total comprehensive income for the year

Earnings per share - basic and diluted

Note

25
26

27
283

29
30
31
5.1

37

33

2017 2016

Rupees Rupees
1,250,740,289 1,181,517,750
(980,288,459) (945,171,338)
270,451,830 236,346,412
(31,497,018) (34,104,858
(30,786,997) (51,708,786)
208,167,815 150,532,768
(7,641,174) (14,975,505)
(14,575,846) (9,958,268
4,510,831 2,558,788
(1,401,980) (8,072,984
189,059,646 120,084,799
(57,954,960) (41,615,541)
131,104,686 78,469,258

1,742,393

132,847,079

2,489,133 (236,632)
(746,740) 70,989

(165,643}
78,303,615

The annexed notes from 1 to 45 form an integral part of these financial statements.
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h Nobel Chemicals Limited

Cash Flow Statement
tor the year ended June 30, 2017

2017 2016
Note Rupees Rupees
Cash flows from operating activities
Profit before taxation 189,059,646 120,084,799
Adjustment for non cash and other items 34 58,277,603 57,632,109

Changes in working capital

(Increase) / decrease in current assets:
Stores, spares and loose tools
Stock in trade
Trade debts
Advances
Trade deposits
Short term investment
Other receivables

(Decrease) / increase in current liabilities:

(4,782,273)
(74,513,833)
(46,220,149)
(23,910,943)
(42,538)

7,110,475

(7,597 ,406)
(45,818,988)
18,234,490

(7,816,799) 12,460,610

Trade and other payables (21,176,386) 22,521,093
(178,462,921) 6,910,274
Cash generated from operations 68,874,328 184,627,182

[Payments for) / Receipts of:

Financial charges (8,796,781) (17,601,907)
Workers' profit participation fund 20.3 (12,088,622) (6,370,393)
Gratuity 20.2.2 (4,000,000) (5,000,000)
Accumulated compensated absences 18.1 (1,117,736) (4,140,934)

Bank interest 31.1 i 81,211
Taxation 13 (64,077,280) (58,140,116)
(90,080,419) (91,172,139)

Net cash {used in) / generated from operating activities (21,206,091) 93,455,043

Cash flows from investing activities

Payments tor capital expenditure (35,597,495) (2,786,787)

Sales proceeds trom disposal of shares 22,500,000

Interest on term deposit receipts 496,450 192,489
Net cash generated / used in investing activities (12,601,045) (2,594,298)

Cash flows from financing activities

Dividends paid (9,000,000}

Net cash used in financing activities (36,000,000) (9,000,000}
Net (decrease) / increase in cash and cash equivalents (69,807,136) 81,860,745
Cash and cash equivalents at beginning of the year (143,777,137) (225,637,882)
Cash and cash equivalents at the end of the year 35 (213,584,273) (143,777,137)

The annexed noteg from 1 to 45 form an integral part of these financial statements.

CHIEF EXEQUTIVE




Wah Nobel Chemicals Limited
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Wah Nobel Chemicals Limited

Notes to the Financial Statements

for the year ended June 30, 2017/

]

2.2

2.3

2.4

2.4.1

Legal Status and Operations

Wah Nobel Chemicals Limited (the Company) was incorporated in Pakistan on May 31, 1983 as a public
imited Company under the Companies Act, 1913, (now the Companies Ordinance, 1984) and its shares
are quoted on the Pakistan stock exchange. The holding company of the Company is Waoh Nobel (Private)
Limited and the ultimate holding company is Wah Industries Limited. The registerea office and
manufacturing facilities of the Company are situated in Wah Cantt, Pakistan.

The. principal activity of the Company is to manutacture Urea Formaldehyde Moulding Compound
Formaldehyde and Formaldehyde based liquid resins for use as bonding agent in the chip board,
olywood and flush door manufacturing industries.

Basis of Preparation
Basis of Measurement

During the year on 30 May 2017, the Companies Act, 2017 (the Act) was enacted which replaced anac
repealed the Companies Ordinance, 1984 (the repealed Ordinance). However, the Securities and
Exchange Commission of Pakistan (SECP) through its Circular No. 17 of 2017 dated 20 July 2017 has
advised the Companies whose financial year closes on or before 30 June 2017/ shall prepare their
financial statements in accordance with the provisions of the repealed Companies Ordinance, 1784.

These financial statements have been prepared under the historical cost convention except for the
following material items in the balance sheet:

Obligations under certain employee benefits have been measured at value determined by actuary.

These financial statements have been prepared under the accrual basis of accounting except cash tlow
statement.

Functional and presentation currency
The financial statements are presented in Pakistani Rupees (PKR) which is the Company's functionai
currency. All the financial information presented in PKR has been rounded oft to the nearest rupee.

Statement of Compliance

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

Significant accounting judgments, estimates and assumptions

The preparation of financial statements in conformity with International Financial Reporting Standards
IFRSs) require the use of certain critical accounting estimates. It also requires management to exercise Iifs
iudgment in the process of applying the Company's accounting policies. Estimates and judgments are
continually evaluated and are based on historical experience and other tactors including expectation of
future events that are believed to be reasonable under current circumstances. Revisions to accounting
estimates are recognized prospectively.

In the process of applying the Company's accounting policies, management has made the following
estimates and judgments which are significant to these financial statements:

Contingencies

The assessment of contingencies inherently involves the exercise of significant judgment as the outcome
of future event cannot be predicted with certainty. The Company based on the availability of latest
information estimates the value of contingent assets and liabilities which may differ on occurrence / non-
occurrence of uncertain future events.
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Wah Nobel Chemicais Limited

Notes to the Financial Statements
tor the year ended June 30, 2017

2.4.2

2.4.3

2.4.4

2.4.5

2.5

Provision for doubtful debts

The Company revises the recoverability of its trade debts on annual basis and provides for doubttul debts
based on its experience. Trade debts considered irrecoverable are written off while no provision is made
in respect of the active customers which are considered good.

Employee benefit costs

Defined benefit plan and compensated absences are provided for employees of the Company. The plan
is structured as separate legal entity managed by trustees, however for compensated absences liability is
recognized in the Company's financial statements. These benetits are evaluated with reference to
uncertain events and are based upon actuarial assumptions which includes discount rate, expected rate of
return on plan assets, expected rate of salary increase and mortality rates. The actuarial valuations are

conducted by independent actuaries on annual basis. Calculations are sensitive to change in underlying
assumptions.

Property, plant and equipment

The Company reviews the useful lives of property, plant and equipment on the reporting date. Any
change in the estimates in future years might affect the carrying amounts of the respective items of
property, plant and equipment with corresponding effect on the depreciation charge and impairment.

Taxation

In making the estimates for income taxes currently payable by the Company, management considers the
current income tax laws and decisions of appellate authorities on certain issues in the past. Instances
where the Company's view differs from the view taken of the income tax department at the assessment
stage and where the Company considers that its view on items of material nature is in accordance with
law, the accounts are shown as contingent liability / assets.

New accounting standards and IFRIC interpretations that are not yet effective

The following standards, amendments and interpretations of approved accounting standards will be
effective for accounting periods beginning on or after 01 July 2017:

Amendments to |IAS 12 Income Taxes are effective for annual periods beginning on or after 1 January
2017. The amendments clarify that the existence of o deductible temporary difference depends solely on
a comparison of the carrying amount of an asset and its tax base at the end of the reporting period, ana
is not affected by possible future changes in the carrying amount or expected manner ot recovery of the
asset. The amendments further clarify that when calculating deferred tox asset in respect of insufficient
taxable temporary differences, the future taxable proftit excludes tax deductions resulting tfrom the reversal

of those deductible temporary differences. The amendments are not likely to have an impact on
Company’s financial statements.

Amendments to IAS 7 Statement of Cash Flows are part of IASB’s broader disclosure inttiative and are
effective for annua! periods beginning on or after 1 January 2017. The amendments require disclosures
that enable users of financial statements to evaluate changes in liabilities arising trom financing activities,
including both changes arising from cash flow and non-cash changes.

Amendments to IFRS 2 Share-based Payment clarify the accounting for certain types of arrangements and
are effective for annual periods beginning on or after 1 January 2018. The amendments cover three
accounting areas (a) measurement of cash-settled share-based payments; (b) classification of share-
based payments settled net of tax withholdings; and (¢) accounting for a modification of a share-based
payment from cash-settled to equity-settled. The new requirements could affect the classitication and/or
measurement of these arrangements and potentially the timing and amount of expense recognised for

new and outstanding awards. The amendments are not likely to have an impact on Company’s tinancial
statements.




Wah Nobel Chemicals Limited

Notes to the Financial Statements

tor the year ended June 30, 2017

b)

d)

Transters of Investment Property (Amendments to IAS 40 Investment Property-effective for annual periods
beginning on or cfter 1 January 2018) clarifies that an entity shall transfer a property to, or from,
investment property when, and only when there is a change in use. A change in use occurs when the
property meets, or ceases to meet, the definition of investment property and there is evidence of the
change in use. In isolation, a change in management's intentions for the use of a property does not

provide evidence of a change in use. The amendments are not likely to have an impact on Company’s
financial statements.

Annual improvements to IFRS standards 2014-2016 cycle. The new cycle of improvements addresses
improvements to tollowing approved accounting standards:

Amendments to IFRS 12 Disclosure of Interests in Other Entities (effective for annual periods beginning on
or after 1 January 2017)clarify that the requirements of IFRS 12 apply to an entity’s interests that are
classified as held for sale or discontinued operations in accordance with IFRS 5 Non-current Assets Held

tor Sale and Discontinued Operations. The amendments are not likely to have an impact on Company’s
financial statements.

Amendments to [AS 28 Investments in Associates and Joint Ventures (effective for annual periods
beginning on or after 1 January 2018) clarifies that a venture capital organization and other similar
entittes moy elect to measure investments in associates and joint ventures at fair value through profit or
loss, for each associate or joint venture separately at the time of initial recognition of investment.
Furthermore, similar election is available to non-investment entity that has an interest in an associate or
joint venture that is an investment entity, when applying the equity method, to retain the fair value
measurement applied by that investment entity associate or joint venture to the investment entity
associate's or [oint venture's inferests in subsidiaries. This election is made separately for each investment

entity associate or joint venture. The amendments are not likely to have an impact on Company’s
financial statements.

IFRIC 22 Foreign Currency Transactions and Advance Consideration (effective for annual periods
beginning on or after 1 January 2018) clarifies which date should be used for translation when foreign
currency transaction involves payment or receipt in advance of the item it relates to. The related item is
transioted using the exchange rate on the date the advance foreign currency is received or paid and the
prepayment or deferred income is recognised. The date of the transaction for the purpose of determining
the exchange rate to use on initial recognition of the related asset, expense or Income (or part of it) would
remain the date on which receipt of payment from advance consideration was recognised. It there are

multiple payments or receipts in advance, the entity shall determine a date of the transaction for each
payment or receipt of advance consideration.

IFRIC 23 Uncertainty over Income Tax Treatments (effective for annual periods beginning on or after 1
January 2019) clarifies the accounting for income tax when there is uncertainty over income tox

treatments under IAS 12. The interpretation requires the uncertainty over tax treatment be reflected in the
measurement of current and deferred tax.

IRFS 15 "Revenue from Contracts with Customers" and IFRS 9 "Financial Instruments" are effective from

period beginning after 01 July 2018. The Compnay is initiating a process for acessing the impact of these
standards on these financial statements.

135



36 |

Wah Nobel Chemicals Limited

Notes to the Financial Statements

for the year ended June 30, 2017

3.1

b)

d)

3.2

Summary of significant accounting policies

The Company has consistently applied the following accounting policies to all periods presented in these
financial statements.

Staff retirement benefits

The Company has the following plans for its employees:
Defined benefit gratuity scheme

The Company maintains an unfunded gratuity scheme for all its eligible employees.The calculation of
defined benefit obligations in respect of gratuity is performed annually by o qualitied actuary using the
projected unit current method.The Company’s net obligation in respect of defined benetit plans s
calculated by estimating the amount of future benefit that employees have earned in the current and prior
periods, discounting that amount and deducting the tair value of any plan assets.

Defined contributory pension scheme

The Company operates an approved pension scheme for its permanent employees eligible under
Employees Pension Fund Rules. The Company's liability is fixed to 17% of basic salary per annum which is
charged to the profit and loss account of related year.

Defined contributory provident fund

The Company also operates an approved defined contributory provident tund for all eligible employees
for which contributions are charged to the profit and loss account.

Accumulated compensated absences

The Company provides a facility to its employees for accumulating their annual earned leaves.
Accumulated compensated absences are encashable on cessation of service. Provision is made tfor the
additional amount that the Company expects to pay as a result of unused entitement that has
accumulated at the balance sheet date and related expense thereof is charged to the profit and loss

account. The provision and related cost is recognized on the basis of actuarial valuation which s
summarized in note 18.

Taxation

Taxation for the year comprises current and deferred tax. Taxation is recognized in profit and loss account
except to the extent that it relates to items recognized directly in equity or in other comprehensive income.

Current taxation

Provision for current taxation is based on taxable income at the current rates of taxation ahter taking into
account available tax credits, rebates and exemptions available, it any.

Deferred taxation

Deferred tax liability is accounted for using the balance sheet liability method on all taxable temporary
differences, while deferred tax assets are recognized for all deductible temporaory ditterences, carry
forward of unused tax losses, if any, to the extent that it is probable that taxable profit will be available

against which the deductible temporary differences, carry forward of unused tax losses and tax credits can
be utilized.

The carrying amount of deferred tax assets is reviewed ot each balance sheet date and reduced to the

extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the
deferred tax assets to be utilized.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period

when the assets is realized or the liability is settied, based on the tax rates {and tax laws) that have been
enacted or substantively enacted at the balance sheet date.

Deferred tax assets and deferred tax liability are offset only if there is a legally enforceable right to offset
current tax assets and liabilities and they relate to the income tax levied by the same tax authority.




Wah Nobel Chemicals Limited

Notes to the Financial Statements
for the year ended June 30, 2017

3.3

3.4

3.9

Provisions

Provisions are recognized when the Company has a present legal or constructive obligation as a result of
past events and it is probable that an out flow of resources embodying economic benefits will be required
to seftle the obligation and a reliable estimate can be made of the amount of obligation. However,
provisions are reviewed at each balance sheet date and adjusted to reflect current best estimate.

Dividend and appropriation to reserves

Dividends and appropriations to the reserves are recognized in the period in which these are approved.
However it these are approved after the reporting period but before the financial statements are
authorized for issue they are disclosed in the notes to these financial statements.

Property, plant and equipment
Owned assets

Property, plant and equipment are stated at cost less accumulated depreciation and any identified
impairment loss.

Capital work in progress is stated at cost less any identified impairment loss. All expenditure connected
with specific assets incurred during installation and construction period are carried under capital work in
progress. These are transferred to operating fixed assets as and when these are available for use.

Depreciation is charged to income at rates given below applying the reducing balance method . The
Company has a policy to depreciate the expansion in plant and machinery on written down value in
proportion to utilized capacity till such time the expanded production capacity is fully utilized. Leaseholc
land is amortized over the period of the lease. Depreciation on additions during the year is calculatec

from the month of acquisition to the end of the financial year and depreciation on deletions is calculated
up to the date of disposal.

Maintenance and normal repairs are charged to income as and when incurred. Major renewals and
improvements are capitalized and assets so replaced, if any, are retired.

Gain/loss on disposal of property, plant and equipment is taken to profit and loss account in the year of
disposal.

Applicable depreciation rates of the items are as under:

Ottice building 5%
Factory building 10%
Tube well 10%
Plant and machinery - old 10%
Plant and machinery - new 6.67%
UFMC Plant 10%
Furniture and fittings 10%
Office equipment 10%
Tools and workshop equipment 10%
Computer installations 20%
Motor vehicles 20%
Leasehold land Period ot lease: 30 Years
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Wah Nobel Chemicals Limited

Notes to the Financial Statements
for the year ended June 30, 2017/

3.6

3.7

leased assets

Assets held under finance leases are initially recorded at the lower of the present value of the minimum
lease payments under the lease agreements and the fair value of the leased assets. The related obligation

under the lease less financial charges allocated to future periods are shown as liability and classitied as
current and long term depending upon the timing of payment.

The financial charges are allocated to accounting periods in a manner so as to provide a constant
periodic rate of interest on the outstanding liability.

Amortization on the lease assets is charged to the profit and loss account applying the rate and method
used for similar owned assets so as to write off the assets over their estimated useful lives in view of
certainty of ownership of the assets at the end ot the lease.

Impairment

The Company's asses at each reporting date whether there is any objective evidence that a tinancial asset
or a group of financial asset is impaired. A financial asset or group of financial asset is deemed to be
impaired, if and only if, there is objective evidence of impairment as a result of one or more events that
have occurred after the initial recognition of the asset (an incurred "lost event') and that lost event has an
impact on the estimated future cash flows of the financial assets or group of financial assets that can be

reliably estimated. Any impairment losses on financial assets including financial assets carried af
amortized cost are recognized in profit and loss account.

The Company assesses at each reporting date whether there is an indication that an asset or a group of
asset is impaired. I any indication exists or when annual impairment testing tor an asset is required the
Company estimates the asset's recoverable amount. An asset's recoverable amount is the higher of an
asset's fair value less cost 1o sell and its value in use. Where the carrying amount of an asset exceeds its
recoverable amount, the asset is considered impaired and is writen down to its recoverable amount. In
assessing value in use the estimated future cash flows are discounted to their present value using a pre
tax discount rate that reflects current market assessment of the time value of money and the risks specitic
to the asset. In determining the fair value less cost to sell an appropriate valuation model is used.

A previously recognized impairment loss is reversed only if there has been change in assumption used to
determine the assets recoverable amount since the last impairment loss was recognized. The reversai is
limited so that the carrying amount of the asset neither exceeds its recoverable amount nor exceeds the
carrying amount that would have been determined net of depreciation had no impairment loss been
recognized for the asset in prior year. Such reversal is recognized in protit and loss account.

Investment in associates

Long term investment in an associated Company is accounted for using the equity method. Under the
equity method, the investment in an associate is initially recognized at cost and the carrying amount is
increased or decreased to recognize the Company's share of the profit and loss of the investee after the
date of acquisition less any impairment in the value of investment. The Company's share of the profit and

loss of investee is recognized in profit and loss account. Distribution received trom the investee reduces
the carrying amount of the investment.
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Wah Nobel Chemicals Limited

Notes to the Financial Statements

tor the year ended June 30, 2017

3.8

3.9

3.10

3.11

3.12

3.13

Stores, spares and loose tools

These are valued at lower of cost and net realizable value (NRV) less allowance for obsolete and slow
moving items. Cost is determined using the weighted average method and comprise cost of purchase
and other costs incurred in bringing the inventories to their present location and condition. NRV signifies
the estimated selling price in the ordinary course of business less costs necessarily to be incurred in order
to make a sale. The Company reviews the carrying amount of stores, spares and loose tools on regular
basis and provision is made for obsolescence if there is any change in usage pattern and physical form of
related stores, spares and loose tools.

Stock in trade

Stock of raw material, work in process and finished goods are valued at the lower of weighted average
cost and net realizable value (NRV). Cost of raw materials comprises the invoice value plus other charges
paid thereon. Cost of work in process and finished goods include cost of direct materials, labour and
appropriation ot manutfacturing overhead. NRV signifies selling price in the ordinary course of business
less costs necessary to be incurred in order to make a sale.

Goods in transit are stated at cost comprising invoice value plus other charges paid thereon.

Cash and cash equivalents

For the purpose of cash flow statement, cash and cash equivalents comprise cash in hand, cash with
banks on current and saving accounts and other short term highly liquid investments that are readily
convertible to known amounts of cash and which are subject to insignificant risk of change in value and

bank overdrafts. In balance sheet overdrafts are shown in current liabilities while favourable balance is
shown in cash and bank.

Revenue recognition

Sale is recorded on transfer of significant risks and rewards of products when the Company retains
neither continuing managerial involvement to degree usually associated with ownership nor effective
control, the amount of revenue can be measured reliably, it is probable that economic benefit associated
with transactions will flow to the Company and cost incurred or to be incurred in respect of transaction
can be measured reliably which occurs as on achievement of delivery of products to customers. Revenue
from sale of products is measure at the fair value of consideration received or receivable.

Income on bank deposits is accounted for on time apportioned basis by reference to the principal
outstanding and applicable rate of return. Income on investment is recorded on time proportion basis

taking into account the effective yield of such securities. While dividend income is recognized when right
to receive is established.

Borrowing costs

Borrowing costs that are directly attributable to the acquisition, construction and production of qualifying
asset are capitalized as part of cost of that asset up to the date of its commissioning. All other borrowing
costs are charged to the profit and loss account in the year when incurred as "finance cost".

Transactions with related parties

All transactions with related parties are carried out on terms as approved by the Board.




Wah Nobel Chemicals Limited

Notes to the Financial Statements
tfor the year ended June 30, 2017

3.14

3.14.1

b)

3.14.2

3.15

3.16

Financial instruments

Financial assets and financial liabilities are recognized when the Company becomes a party to the
contractual provisions of the instrument. Financial assets are derecognized at the time when the Company
transfers substantially all the risks and rewards of ownership ot the tinancial asset. it the Company neither
transfers nor returns substantially all the risks and rewards of ownership ot the financial asset, the
principal assets are derecognized when the Company loses control of the contractual rights that comprise
the financial asset and financial liability is derecognized at the time when the obligation specified in the
contract is discharged or cancelled or expired. Any gain or loss on derecognizing ot the tinancial assets
and financial liabilities is taken to the protit and loss account currently. All tinancial assets and liabilities
are initially measured at cost which is the fair value of the consideration given and received, respectively,
and subsequently carried at fair value, amortized cost or cost, as the case may be.

Financial assets
Financial assets of the Company include held-to-maturity investment and loan and receivables.

Investment held to maturity (HTM)

Investments held-to-maturity are non-derivative financial assets which carry fixed or determinable
payments and fixed maturities other than lecan and receivables. Investments are classified as HTM it the
Company has the positive intention and ability to hold to maturity. The Company currently holds Term
Deposits Receipts designated into this category. HTM investments are measured subsequently af

amortized cost using the effective interest method. Discounting is omitted where the effect of discounting
is immaterial.

Loan and receivables

Loan and receivables include frade debts, deposits and other receivables. After initial recognition these
are measured at amortized cost using the effective interest method, less provision for impairment.
Discounting is omitted where the eftect of discounting i1s immaterial.

Trade and other receivables are assessed on regular basis for impairment and if there is any doubt about
the recoverability of these receivables, appropriate amount to provision is made. Balonces considerea

bad and irrecoverable are written off against the provision. Provision for doubtful debts is charged to
profit and loss account currently.

Financial Liabilities
The Company financiol liabilities include trade and other payables.

Trade and other payable include due to the joint venture operators, trade creditors and other payables.
Subsequent to initial recognition trade and other payables are measured at amortized cost using the
effective interest method. Discounting is omitted where the ettect of discounting is immaterial.

Offsetting

Financial assets and financial liabilities are offset and the net amount is reported in the financial
statements only when there is legally enforceable right to set-oft the recognized amount and the

Company intends either to settle on a net basis, or to realize the assets and to settle the liabilities
simultaneously.

Foreign currency transactions and translations

Foreign currency transactions are recorded at the exchange rates approximately those prevailing on the
dates of transactions. Monetary assets and liabilities denominated in foreign currencies are retransiated in
PKR at the exchange rates ruling at the balance sheet date. Exchange differences are recognized in the
profit and loss account.
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3.17

Fair value measurement

‘Fair value’ is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date in the principal or, in its absence, the

most advantageous market to which the Company has access at that date. The tfair value ot a liability
reflects its non-pertormance risk.

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

When one is available, the Company measures the fair value of an instrument using the quoted price in
an active market for that instrument. A market is regarded as active it transactions tor the asset or liability
take place with sufficient frequency and volume to provide pricing information on an ongoing basis.

It there is no quoted price in an active market, then the Company uses valuation technigues that
maximize the use of relevant observable inputs and minimize the use of unobservable Inputs. The chosen

valuation technique incorporates all of the tactors that market participants would take into account in
pricing a transaction.

f an asset or a liability measured ot fair value has o bid price and an ask price, then the Company
measures assets and long positions at a bid price and liabilities and short position af an ask price.

The best evidence of the foir value of a financial instrument on initial recognition is normally the
transaction price — i.e. the fair value of the consideration given or received. It the Company determines
that the fair value on initial recognition differs from the transaction price and the fair value is evidenced
neither by a quoted price in an active market for an identical asset or liability nor based on a valuation
technique for which any unobservable inputs are judged to be insignificont in relation to the
measurement, then the financial instrument is initially measured at fair value, adjusted to defer the
difference between the tair value on initial recognition and the transaction price. Subsequently, that
difference is recognised in profit or loss on an appropriate basis over the life of the instrument but no

later than when the valuation is wholly supported by observable market data or the transaction is closed
out.

2017 2016
Note Rupees Rupees
Property, plant and equipment
Operating tixed assets 4. 142,171,886 148,721,633
Capital work in progress - note 4.2 4.2 28,470,325
170,642,211 148,721,633
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2017 2016
N ote Rupees Rupees

4.1.2 Depreciation charge for the year has been allocated as under:

Cost of sales 26.1 13,451,862 12,855,642

Administrative expenses 27 L 225,054 239,750

13,676,916 13,095,392

4.2 Capital work in progress

Carrying value at the beginning of the year ) ;

Additions during the year 28,470,325 -

Transterred to operating fixed assets - -

Carrying value at the end of the year o 28,4_-723_,325 _ _

This reperent cost incurred to date on procurement of machinary in relation to the expansion of Urea Formaldehyde

Plant.
5 Long term investment
Investments in related party: Wah Nobel Acetate Limited
Carrying amount of investment 5.1 - 22,642,137
5.1 2,500,000 shares of Rs. 10/- each. (equity held: 8.33%) 25,000,000 25,000,000
Share of profit of prior periods (2,357,863) 5,715,121
Share of profit / (loss) of current period-net of tax ___{1,401,980)]| (8,072,984)
_ (3,759,843) _(2357,863)
21,240,157 22,642,137
Sales proceeds from disposal of shares 22,500,005- -
Gain on disposal of shares 31.1 | (1,259,843)| ] -
21,240,157 "
Net carrying value of investment - ;_ ] 22,647,137
This invetmnet has been sold to Wah Nobel (Private) Limited (the holding Company).
6 Store, spares and loose tools
Stores 15,343,246 10,997,549
Spares 28,769,522 28,406,166
Loose tools 404,199 330979
44,516,967 39,734,694
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2017 2016
7 Stock in trade N ote Rupees Rupees
Raw and packing material 26.2 84,583,965 74,843,965
Work in process 26.1 372,768 650,703
Finished goods 26 21,057,142 19,785,179
Goods in transit 7. B 81,213,878 17,434,073
187,227,753 112,713,920
7.1 Goods in transit includes in-bonded raw material.
8 Trade debts - unsucured
Considered good 423,456,278 396,261,226
Considered doubtful 98,404,866 79,379,769
521,861,144 475,640,995
Provision for doubtful debts 8.] (98,404,866) (79.379,770)
423,456,278 396,261,225
8.1 Reconciliation of provision for doubtful debts
Opening provision 79,379,769 71,341,439
Charge for the year 27 19,036,166 22,444,015
98,415,935 93,785,454
Debts written off . ~(11,069) (14,405,685
Balance at the end of the year 98,404,866 79,379,769
9 Advances
Advances - unsecured, considered good
to suppliers 25,643,706 1,967,862
to employees for expenses B 817,948 582,849
26,461,654 2,550,711
9.1 The maximum aggregate amount of advances due from Chief Executive Officer, Directors, Executives and from
associated undertakings at the end of any month during the year was Rs. Nil (2016 : Rs Nil ).
2017 2016
N ote Rupees Rupees
10 Accrued interest income
Profit receivable on term deposit receipts 108,122 122,761
11 O ther receivables
Sales tax refundable 1,101,142 8,593,934
Collateral placed against bank quarantee 11.1 15,000,000
Others 490,491 180,900
16,591,633 8,774,834
11.1 This represents amount placed in bank account as collateral against bank guarantee issued by the bank on behalf
of the Compnay.
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12

13

14

15

15.1

15.2

Short-term-investment

Term deposit receipts with bank

Notes to the Financial Statements

2017

Rupees

2,582,666

2,582,666

2016

Rupees

2,582,666

2,582,666

Term deposit receipts {TDRs) having maturity up to 1 year and average profit rate 3.75% per annum (2016:5%) .

Taxation
Opening balance
Current tax

- Current

Income tax paid / withheld during the year

Cash and bank balances
Cash in hand
Cash with banks:

In current accounts

Share capital

2017 2016

N L_J_mber

Authorized
20,000,000

Issued, subscribed and paid up capital

6,750,000 6,750,000
2,250,000 2,250,000
9,000,000 9,000,000

Ordinary shares of Rs. 10 each fully paid in

cash

Ordinary shares of Rs.
fully paid bonus shares

20,000,000 Ordinary shares of Rs. 10 each

10 each

issued

as

(131,398,647) (117,544,427)
65,860,970 44,285,896
(64,077,280) (58,140,116)

(129,614,957) (131,398,647)

134,063 80,756
4,250,100 7,714,583
4,384,163 7,795,339

2017 2016
Rupees Rupees

200,000,000 200,000,000
67,500,000 67,500,000
22,500,000 22,500,000
90,000,000 90,000,000

Wah Nobel (Private) Limited (the holding Company) held 4,970,395 (2016: 4,970,395) ordinary shares of Rs. 10 each at
balance sheet date. Further 132,102 (2016: 132,102) and 5 (2016: 5) shares were held by associated companies and

directors respectively at the year end. Directors held these shares as nominee(s) of Wah Nobel (Pvt) Ltd. The ultimate
owhership remains with Wah Nobel (Pvt) Ltd.

The Company has nor served or potential ordinary shares for issuance under options and sales contract.
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16

16.1

17

18

18.1

18.2

18.3

Note
Capital reserve

Capital reserve 16.1

Notes to the Financial Statements

2017
Rupees

944,404

2016
Rupees

944,404

Represents exchange gain arising on the translation of foreign currency accounts held by the Company and interest
thereon, up to the date of allotment of shares to the overseas Pakistani shareholders who, under an agreement,

had subscribed in foreign currency at the rate of Rs. 13 /- per US Dollar.

G eneral reserve
Balance at the beginning of the year

Transfer during the year

Provision for accumulated compensated absences
Provision for accumulated compensated absences 18.1

The amounts recognized in the balance sheet are determined as follows:

Opening present value of defined benefit obligations
Charge for the year

Benefits paid during the year

The amounts recognized in the profit and loss account are as follows:
Current service cost

Interest cost
Actuarial loss on present value of defined benefit obligation

The principal actuarial assumptions used were as follows:
Discount rate

Expected rate of increase in salary

Average number of leaves accumulated per annum by the officers
Average number of leaves accumulated per annum by the staft
Average number of leaves accumulated per annum by the workers

2017 2016
Rupees Rupees
375,000,000 360,000,000
50,000,000 15,000,000
_ 425,000,000 375,000,000
_ 5,444,971 4,294,302
2017 2016
Rupees Rupees
4,294,302 6,463,646
2,268,406 1,971,590
o (1,117,736) (4,140,934)
____ 5444971 _ 4294302
1,434,874 1,413,104
270,819 428,335
562,713 130,148
_ 2,268,406 1,971,587
2017 2016
7.25% 7.25%
6.75% 6.25%
9 days 9 days
5 days 5 days
______3days ___3days
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19

19.1

20

20.2

20.2.1

Deferred taxation -net
Deferred tax liability - July 01,

Credited to profit and loss for the year
Credited to other comprehensive income
Net deferred tax asset / (liability) - June 30,

The deferred tax liability comprises of the following:

Deferred tax liability on taxable temporary differences

Accelerated tax depreciation

Share in profit from associates

Provision for doubtful debts

Trade and other payables
Trade creditors

Advances from customers
Accrued expenses

Bonus payable

Sales tax payable
Unclaimed dividends

Payable to employees gratuity fund
Workers' profit participation fund

Workers' welfare fund

Payable to employees’' provident fund

Other liabilities

Deferred tax asset on deductible temporary differences

Provision for staff retirement and other benefits
Provision for gratuity scheme - routed through other comprehensive income

19.1

20.7

20.2
20.3
20.4
20.5

2017 2016
Rupees Rupees

(1,200,749) (3,942,093)
7,906,010 2,670,355
(746,740) 70,989
- 5,958,521 (1,200,749)
(25,209,228) (26,826,723)

: (235,786)

29,521,460 23,813,931
1,633,491 1,288,291
12,799 759,539
5,958,521 (1,200,749)
25,085,950 38,125,691
6,270,470 3,505,814
39,967,821 54,734,070
19,236,465 12,608,862
2,450,488 7,895,992
4,039,819 3,468,121
742,087 5,341,382

228,874 1,882,803
22,930,507 19,043,535
473,871 470,277
2,598,578 3,345,553
124,024,930 150,422,100

Trade creditors includes payable to Nobel Energy (an associated compnay) amounting to Rs. 5,857,462 (2016:Nil)

The amounts recognized in the balance sheet are as follows:
Present value of defined benefit obligations

Fair value of plan assets
Balance at end of the year

Movement in the present value of funded obligation is as follows:
Present value of defined benefit obligation at beginning

Current service cost
Interest cost

Experience adjustment
Benefits paid / adjustments

Prosent value of defined benefit obligation at end

Note

20.2.1
20.2.2

2017 2016

Rupees Rupees
27,626,099 24,503,107
(26,884,012) (19,161,725)
— 742,087 5,341,382
24,503,107 29,891,036
1,664,650 1,678,862
1,776,475 2,447 827
(340,557) 171,811
22,424 (9,686,429)
27,926,099 24,503,107
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2017 2016
Rupees Rupees
20.2.2 Movement in the fair value of plan assets is as follows:
Fair value of plan assets at beginning 19,161,725 21,981,141
Interest income on plan assets 1,551,287 1,931,834
Return on plan assets excluding interest income 2,171,000 (181,004)
Contributions 4,000,000 5,000,000
Benefits paid - (9,570,246)
Fair value of plan assets at end 26,884,012 19,161,725
20.2.3 Charge for the year is as follows:
Current service cost 1,664,650 1,678,862
Interest cost 1,776,475 2,447,827
Interest income on plan assets (1,551,287) (1,931,834)
Charge for the year 1,889,838 2,194,854
20.2.4 Remeasurement chargeable in Other comprehensive income (OCI)
Acturial (loss)/gain from change in financial assumptions (22,424) 116,183
Experience adjustment 340,557 (171,811)
Return on plan assets, excluding interest income 2,171,000 (181,004)
Remeasurement loss recognized in O ClI 2,489,133 (236,632)
20.2.5 Movement in liability recognised in balance sheet
Balance at beginning of year 5,341,383 7,909,896
Cost for the year 1,889,838 2,194,854
Remeasurement recognized in OCl during the year (2,489,133) 236,633
Contributions during the year (4,000,000) {5,000,00_)
Balance at end of year 742,087 5,341,383
20.2.6 Plan assets comprise of:
Bond 70.95% 22.17%
Equity 2.38% 30.89%
Cash /deposits and Other 26.67% 47.00%
100% ____ 100%
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20.2.7

20.2.8

20.2.9

20.3

20.4

20.5

The principal actuarial assumptions used in the actuarial valuation are as follows:

2017 2016
Discount rate used for interest cost in P&L Charge 7.25% 9.75%
Discount rate used for year end obligation 7.75% 7.25%
Expected rate of salary growth
Salary increase NA 6.25%
Salary increase FY 2017 onward 6.25% 6.25%
Mortality rate SLIC 2001-2005 set  SLIC 2001-2005
back 1 year set back 1 year
Withdrawal rates age based age based
Retirement assumption Age 63 for officers
Age 60 and 60 for staff
and workers
Estimated charge to proht and loss account for the next year 1,674,696 1,666,243

Sensitivity analysis
The calculation of the defined benefit obligation is sensitive to assumptions set out above. The following table

summarizes how the impact on the defined benefit obligation at the end of the reporting period would have

increased / (decreased) as a result of a change in respective assumptions by one percent.

Effect of 1% Effect of 1%
increase decrease
Discount rate 25,586,272 29,978,499
Future salary growth 30,004,244 25,527,443

The average duration of the defined benefit obligation as at June 30, 2017 is 8 years (2016: 9 years).

2017 2016
Note Rupees Rupees

Workers' profit participation fund

Balance at the beginning of the year 1,882,803 1,328,623
Interest for the period on fund utilized by the Company 29 205,819 41,770
Payments during the year (12,088,622) (6,370,393)
Allocation for the year 30 10,228,874 6,882,803
Balance at the end of the year 228,874 1,882,803

Workers' welfare fund

Balance at the beginning of the year 19,043,535 16,428,070
Allocation for the year 30 3,886,972 2,615,465
Balance at the end of the year 22,930,507 19,043,535

Payable to employees' provident fund

Opening payable 470,277 523,566
Contribution/withheld during the year 5,573,227 4,277,342
Payments during the year (5,569,633) (4,330,631)
Balance at the end of the year 473,871 470,277
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21

e,

23

23]

23.2

23.3

23.4

2017 2016
Note Ruprees Rupees

Due to holding compainy
Wah Nobel (Private) Limited - holding company :__ 41&2{:@_5_ 1,772300
Accrued myark U4p
On short term running finance - secured 957,583 2,313,009

— 951,583 2,313,009
SHORT TERM RUNNING FINANCTE - SECURED
Bank Al-Habib 23.7 95,150,491 65,482,760
Allied Bank Limited 23,7 25,753,129
MCB Bank Limited 23.] 28,647,107 19,257,437
Askari Bank Ltd 23, 94,170,843 41,079,151
Short term running finance - secured — 217,968,430 151£7_’_?:47?___

Fadilities related to short term runiing tinance - secured

The Compnay has the following running finance facility aggregating to Rs. 360 million (2016: 360 million) out
which amount amount aggregating to Rs. 143.39 (2016: 238.05) remained unavailed at the year end.

Limits
Banks Markup 2017 2016
Bank Al-Habib Limited 3 months average KIBOR plus 0.5% 120 million 120 million
Allied Bank Limited T month KIBOR plus 0.5% 100 million 100 million
MCB Bank Limited 1T month KIBOR plus 0.5% 40 million 40 million
Askari Bank Ltd 3 month KIBOR plus 0.35% 100 million 100 miliion
The mark up on the facilities are without a floor or cap, payable quarterly.
Facilities secured against
Bank Security description
Bank Al Habib Limited 1st pari passu charge on present & future, current and fixed assets of the Company
for Rs. 210 million and Rs. 150 mitlion respectively.
Allied Bank Limited Ist pari passu charge on all present and future current & fixed assets of the
Company, with 25% margin.
MCB Bank Limited 1st pari passu charge of Rs. 146 million over stock and 1st floating charge of Rs.

146 million over book debts & receivables of the Company.

1st pari passu charge of Rs. 146 million over fixed assets of the Company in shape
of equitable mortgage of project land building and machinary.

Askari Bank Limited 1st pari passu charge amounting to Rs.133 million on present and future current
assets of the Company

Facilities of letter of guarantee and letter of credit

Following banks have extended facilities of letter of guarantee and letter of credit

Letter of gquarantee Letter of credit
N ote 2017 2016 2017 2016
(Figures in Rupees)
Bank Al Habib Limited 23.4.1 20,000,000 20,000,000 250,000,000 120,000,000
Allied Bank limited 23.4.2 - - 100,000,000 100,000,000
MCB Bank Limited 23.4.3 10,000,000 10,000,000 240,000,000 100,000,000
Askari Bank Limited 23.4.4 38,000,000 - 100,000,000 100,000,000
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23.4.1

23.4.2

23.4.3

23.4.4

24

24.1

24.1.1

24.1.2

This is secured by 1st pari passu charge on present & future, current and fixed assets of the Company for Rs. 210
million and Rs. 150 million respectively. Further, letter of guarantee and letter of credit are secured against master

counter guarantee from the Company, lien on shipping documents,accepted drafts, cash margin and promissory
notes respectively.

This is secured by 1st pari passu charge on all present and future current & fixed assets of the Company, with 25%
margin and lien on valid import documents.

These are secured by lien over import documents covering the consignment of raw material, spare parts and
chemicals, 100%cash margin in shape on lien over MCB's own term deposit receipt or partially cash or 100% cash
margin for bank guarantees to be issued in favour of Excise and Taxation and 1st pari passu charge of Rs. 146
million over fixed assets of the Company in shape of equitable mortgage of project land building and machinary.

Theses are sured by 1st pari pasu chargeamounting to Rs. 133 million on present and future current assets of the
Compnay and lien on import documents/ accepted drafts.

Contingencies and commitrments
Contingencies

In 1990, the Government of Sindh levied excise duty @ Rs. 4 per bulk gallon on transport of imported Methanol

outside the province of Sindh under the Sindh Abkari Act, 1878. The Company filed a Constitutional Petition No. D -

123/91 in the High Court of Sindh that the duty was ultra vires of article 151 of the Constitution. The Court granted
interim relief by permitting the Company to remove Methanol by submitting bank guarantees in lieu of payment of

excise duty. Accordingly, the Company has submitted bank guarantees of Rs. 8,707,220 (2016 : Rs. 8,707,220) for
transport of 7200 tons of Methanol outside Sindh.

On August 12, 2004 the High Court Sindh decided the case in favour of the Company. Excise Department Sindh

has filed a leave to appeal in the Supreme Court on September 07, 2004 against the said judgment which is
pending adjudication by the Supreme Court.

In 1996, the Government of Sindh raised a demand of Rs. 67,294,724 in respect of vend fee and permit fee for the
years 1990-91 to 1995-96, under the Sindh Abkari Act, 1878. The Company filed Constitutional Petition No. D-
1412 of 1996 dated August 20, 1996 in the High Court of Sindh challenging the legality of the levy on the grounds
that provincial taxation, under the Sindh Abkari Act, 1878 on imported Methanol temporarily stored in Karachi but
meant for consumption outside the province of Sindh, was unlawful and ultravires of the Constitution, relying on the
judgment of the High Court of Sindh in the case of Crescent Board Limited. The case was decided in the favour of

the Company on June 12, 2001 by the High Court , but Sindh Government moved an appeal in the Supreme Court
against the decision of the High Court.
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24.1.3

24.1.4

24.2

24.2.1

24.2.2

24.2.3

25

After hearing the appeal of Excise Department Sindh against the Company and other Formaldehyde manufacturers,
the Supreme Court remanded the case of levy of vend fee and permit fee to the High Court Sindh for adjudication
on all points of law and fact. Vide its judgment dated March 26, 2003, High Court Sindh again decided the matter
in favour of the Company and other manufacturers. Excise Department filed a leave to appeal in the Supreme

Court on June 12, 2003. The Court has admitted the appeal for regular hearing. The case is now awaiting
adjudication by the Supreme Court.

Currently all imports of Methanol are being released on payment of Rs. 3/- per bulk gallon in cash and submission
of guarantee @ Rs. 14/- per bulk gallon in the form of indemnity bonds. Accordingly, in case of an unfavorable
decision of the Supreme Court, the Company is exposed to an aggregate obligation of Rs. 986 million (2016 : Rs.
926 million) on account of vend fee and permit fee based on the guarantees issued against methanol imported and
released up to the balance sheet date. However, keeping in view the facts, previous decisions which has been in the
favour of the company and on advise of thelegal advisor of the company the management is confident that no such
exposure will arise to the Company, therefore, no provision for this has been made in these financial statements.

Under the Punjab Excise Act, 1914, Excise Commissioner / Director General , Excise and Taxation Department,
Punjab has issued a notification dated June 30, 2003 by which the department has levied fees on the import,
possession, industrial use and sale of Methanol. The Company and other manufacturers, importers and vendors of

Methanol have filed writ petitions in the High Court, Lahore and obtained stay order against these levies. The case
is pending adjudication by the High Court, Lahore.

The Assistant Commissioner inland Revenueof Income Tax {(Auditvll } has amended the assessment under Section
122 (1of the income Tax Ordinance, 2001 for the tax year 2008 Whereby, further tax of Rs. 7,520,068 was
determined to be payable by the Company . Being aggrieved, the Company filed an an appeal before the
Commissioner Inland Revenue (Appeals-l ), which is still pending. The Company is confident that the case will be
decided in its favour and therefore, no provision for any liability has been made in these financial statements.

2017 2016
Rupees Rupees

Commitments in respect of;
Letters of credit for purchase of stocks 105,448,875 82,030,000
Post dated cheques issued in favour of collector of customs
against custom duties and other levies on methanol kept in
bonded ware house. 31,595,742 20,401,111
Guarantees issued by banks on behalf of the Company 15,000,000 -
Turnover
Gross revenue - manufacturing 1,476,445,682 1,393,958,319
Sales tax (225,705,393) (212,441,069
Net turnover __1,250,740,289 1,181,517,750
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26.1

26.2

27

Cost of sales
Cost of goods manufactured
Packing material consumed

Opening stock of finished goods
Closing stock of finished goods

C ost of goods manufactured
Raw material consumed

Stores and spares consumed
Salaries, wages and other benefits
Fuel and power

Rent, rates and taxes

tnsurance

Repairs and maintenance of vehicles
Outside security charges
Miscellaneous expenses
Depreciation

Manufacturing cost

Opening stock of work in process
Closing stock of work in process

Raw material consumed
Opening stock
Purchases during the year

Closing stock

Administrative and general expenses

Salaries, wages and other benefits
Corporate service charges
Office rent

Postage, telephone and telex
Printing and stationery
Travelling and conveyance
Entertainment

Legal and professional charges
Fees and subscription
Advertisement and publicity
Maintenance expenses
Provision for doubtful debts
Miscetllaneous expenses
Depreciation

Note

26.1

26.2

28.1

4.1.2

28.1

8.1

4.1.2

2017 2016

Rupees Rupees
974,858,124 945,534,955
6,702,298 6,300,806
981,560,422 951,835,761
19,785,179 13,120,756
(21,057,142) (19,785,179)
980,288,459 945,171,338
782,156,913 761,540,212
37,974,767 38.922,986
85,039,095 71,187,164
46,781,306 49,634,451
546,129 426,601
799,962 821,409
1,608,588 948,898
1,481,120 2,349,179
4,740,447 6,652,055
13,451,862 12,855,642
974,580,189 945,338,597
650,703 847,061
(372,768) (650,703)
974,858,124 945,534,955
74,843,965 48,173,811
791,896,913 788,210,366
866,740,878 836,384,177
(84,583,965) (74,843,965)
782,156,913 761,540,212
7,581,079 5728271
900,000 900,000
162,811 133,961
378,835 366,999
611,112 362,173
684,740 785,900
135,367 142,004
514,998 1.295,949
386,602 503,687
108,120 461,328
77,731 164,841
19,036,166 22,444,015
694,403 575,980
225,054 239,750
31,497,018 34,104,858
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2017 2016
Note Rupees Rupees
28 Selling and distribution expenses
Salaries, wages and other benefits 28.1 8,089,753 10,937,331
Postage, telephone and telex 86,654 157,653
Printing and stationery 77,380 13,214
Travelling and conveyance 723,253 527,681
Carriage 20,490,544 26,141,176
UFMC Sales Commission - 12,226,627
Vehicle running expenses 142,250 38,171
Transit insurance 739,980 849,226
Entertainment 65,355 33,550
Miscellaneous expenses 371,828 784,157
30,786,997 51,708,786
28.1 Related amounts include contribution towards pension fund of Rs. Nil (2016: Rs. 1,464,573), provident fund of Rs.
1,997,584 (2016: Rs. 1,928,892), expense for accumulating absences of Rs. 2,268,406 (2016: Rs. 1,971,590),
gratuity of Rs 1,889,838. (2016: Rs.2,194,854) and provision for bonus to employees of Rs. 19,236,465 (2016:
Rs. 12,608,862).
2017 2016
Note Rupees Rupees
29 Finance cost
interest on workers' profit participation fund 205,819 41,770
Mark up on short term running finance - secured 6,920,113 14,810,844
Bank charges 515,242 122,891
7,641,174 14,975,505
30 O ther operating expenses
Workers' profit participation fund 10,228,874 6,882,803
Workers' welfare fund 3,886,972 2,615,465
Auditors' remuneration 30.1 460,000 460,000
14,575,846 0,058,268
30.1 Auditors’' remuneration
Annual audit fee 350,000 350,000
Half yearly review 110,000 110,000
460,000 460,000
31 O ther income T
Income from financial assets 31.1 1,741,654 214,815
Income from non-financial assets 31.2 2,769,177 2,343,973
4,510,831 2,558,788
31.1 Income from financial assets
Interest on term deposit receipts 481,811 133,604
Bank interest - 81,211
Gain on sale of Investment 1,259,843 -
1,741,654 214,815
31.2 Income from non-financial assets
Sale of scrap 2,769,177 2,343,973
2,769,177 2,343,973
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2017 2016
Note Rupees Rupees
32 Taxation
Provision for the year
- Current for the year 65,860,970 44,285,896
- Deferred 19 (7,906,010) (2,670,355)
57,954,960 4161554
32.1 Tax charge reconciliation
Accounting profit 189,059,646 120,084,799
Tax rate 31 % 3%
Tax on accounting profit at applicable rate o 58,608,490 38,427,135
Others - permanent differences (653,530) 3,188,406
57,954,960 41615541
33 Earnings per share - basic and diluted
Profit for the year 131,104,686 78,469,258
Number of ordinary shares outstanding during the year 15 __ 9,000,000 _T,_EJ_TZJD,OOO -
Earnings per share-basic and diluted 14.57 : 8.72
34 Adjustment for non-cash items

The following non-cash and other items have been adjusted in profit before taxation for the year 1o arrive at
operating cash flow:

2017 2016
Note Rupees Rupees

Adjustments

Depreciation 4.1.2 13,676,916 13,095,392
Interest on term deposit receipts 31.1 (481,811) (133,604)
Bank interest 31.1 - (81,211)
Financial charges 7,435,355 14,933,735
Interest on workers' profit participation fund 29 205,819 41,770
Gain on disposal of shares (1,259,843) -
Provision for gratuity fund 20.2.3 1,889,838 2,194,855
Share In profit of associated company 5.1 1,401,980 8,072,984
Workers' profit participation fund (WPPF) 30.0 10,228,874 6,882,803
Workers' welfare fund (WWF) 30.0 3,886,972 2,615,465
Provision for accumulated compensated absences 18.2 2,268,406 1,971,590
Debts written off (11,069) (14,405,685)
Provision for doubtful debts/write off 8.1 19,036,166 22,444,015

58,277,603 57,632,109 _
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36
36.1

36.2

36.3

37

2017 2016
Rupees Rupees
Cash and cash equivalent
Cash and bank balances 4,384,163 7,795,339
Short term running finance - secured (217,968,436) (151,572,476)

(213,584,273) (143,777,137)

Staff provident fund

The Company has maintained an employee provident fund trust and investments out of provident fund have been
made in accordance with the provisions of section 227 of the Companies Ordinance 1984, and the rules
formulated for this purpose. The salient information of the fund is as follows:

2017 2016
(Unaudited) (Audited)

Rupees Rupees
Size of fund/trust 57,958,016 49,695,030
Cost of investment made 51,055,915 44,204,540
Percentage of investment (%) 88.09%  88.95%
Fair value of investment 65,860,088 52,21 7,159

The break-up of fair value of investment is:

Regular income certificates (RIC) 26,950,000 26,950,000
N.I.T units 9,619,047 7,483,650
Cash at Bank 2,483,284 15,631,909
Shares in Wah Nobel Chemicals Limited. 6,807,757 2,151,630
Investment -NRSP-MFB 20,000,000 -

65,860,088 52217 189

Percentage
e reeee————

Percentage of investment made is:

Regular income certificates (RIC) 41% 52%
N.L.T units 15% 14%
Cash at Bank 4% 30%
Shares in Wah Nobel Chemicals Limited. 10% 4%
Investment -NRSP-MFB 30% 0%

Financial risk management objectives and policies

The Company has exposure to the following risks from its use of financial instruments:

- Market risk
- Credit risk
- Liquidity risk

The board of directors have the overall responsibility for to establishment and oversight of Company’s risk
management framework and policies. 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 risks faced by the Company with the assistance of internal audit function.

This note presents information about the Company's exposure to each of the above risks, the Company's objectives,

policies & processes for measuring and managing risks and the Company’s management of capital. Further
quantitative disclosure are presented through out these financial statements.
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a)

b}

Market risks

Market risk is a risk that changes in market prices, such as foreign exchange rates, interest rates and equity prices
which will affect the Company's income or the value of its holding of financial instrument. The objective of market
risk management is to manage and control market risks' exposure within acceptable parameters, while optimizing

the return on risk. At the year end the company does not holds any financial instruments denominated in foreign
currancy, therefore the company is not exposed to foreign currancy risk.

Interest rate risk

The interest rate risk is the risk that the fair value or future cash flows of the financial instruments will fluctuate
because of changes in market interest rates. The Company's exposure to the risk of changes in market interest rate
relates primarily to the Company's running finance facilities with floating interest rates. The Company manages its

Interest rate risk by having investment in fixed interest bearing financial assets like term deposits receipts and
deposits in savings accounts in the banks.

Profile:
At the reporting date the Company's interest bearing financial instruments are:

2017 2016
Note Rupees Rupees

Financial Assets
Short-term investment 12 2,582,666 2,582,666

2,582,666 25582666
Financial Liabilities
Short term running finance - secured 23 217,968,436 151,572,477
Net financial liabilities (21 5,385,770)_ (148,989,81 1)_

The effective markup rates for the financial assets and liabilities are mentioned in respective notes to the financial
statements.

Markup rate sensitivity analysis

If markup rates had been 50 basis points higher / lower and all other variables were held constant, the Company’s

profit for the year ended June 30, 2017 would decrease / increase by Rs. 1,372,749 (2016: Rs. 742,673). This is
mainly attributable to the Company’s exposure to markup rates on its variable rate borrowings.

Credit risk

Credit risk represents the accounting loss that would be recognized at the reporting date if counter parties fail
completely to perform as contracted.

Credit risk arises from cash and cash equivalents, deposits with banks and financial institutions, as well as credit
exposures to customers, including trade receivables and committed transaction. Out of the total financial assets of

Rs. 430,613,837 (2016: Rs. 406,802,062), the financial assets that are subject to credit risk amounted to Rs.
430,970,265 (2016: Rs. 406,902,206).
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The maximum exposure to credit risk as at June 30, 2017, along with comparative is tabulated below:

2017 2016
Note Rupees Rupees

Financial Assets

Trade debts 8 423,456,278 396,261,226
Trade deposits 82,608 40,070
Other receivables 490,491 180,900
Accrued interest income 10 108,122 122,761
Short-term-investment 2,582,666 2,582,666
Bank balances 4,250,100 7,714,583

430,970,265 406,902,206

The bank balances including short-term investments along with credit ratings are tabulated below:

Rating 2017
Rating agency Short term Long term Rupees

National Bank of Pakistan JCR-VIS A-1+ AAA 878,783
Askari Bank Limited PACRA Al+ AA+ 14,959
Bank-Al Falah Limited PACRA Al+ AA+ 1,960,607
MCB Bank Limited PACRA Al+ AAA 17,758,428
Bank-Al Habib Limited PACRA Al+ AA+ 1,128,857
Habib Bank Limited JCR-VIS A-1+ AAA 3,039
Allied Bank Limited PACRA Al+ AA+ 88,092

21,832,765

Due to the Company's long standing business relationships with these counterparties and after giving due

consideration to their strong financial standing, management does not expect non-performance by these counter
parties on their obligation to the Company.

For trade receivables, internal risk assessments process determines the credit quality of the customer, taking into
account its financial position, past experience and other factors. Individual risk limits are fixed based on internal or
external ratings in accordance with limits set by the management. The utilization of credit limits is regularly

monitored. Accordingly the credit risk is minimal and the Company also believes that it is not exposed to major
concentration of credit risk.

The ageing of trade debts at June 30 is as follows:

2017 2016
Note Rupees Rupees

Neither past due nor provided for 178,549,316 196,467,640
Past due but not provided for:

- within 90 days 86,694,374 49,348,816
- within 91 to 180 days 83,952,252 41,866,458
- over 180 days 172,665,202 187,958,081
Total 521,861,144 475,640,995
Past dues provided for (98,404,866) (79,379,769)

Considered good 8 423,456,278 396,261,226
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C)

Liquidity risk

Liquidity risk is the risk that the Company will not be auie to meet its financial obligations as they fall due. The

Company's approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity
to meet its liabilities when due, under both normal and stressed conditions, without incurring unacceptable losses or
risking damage to the Company's reputation.

The Company manages its liquidity needs by monitoring cash-outflows due in day-to-day business. Liquidity needs
are monitored in various time bands, on a day-to-day and on the basis of a rolling 90-days projection. Long-term
liquidity needs for a 180-day and a 360-day lookout period are identified in 90 days projection.

The Company maintains cash to meet its liquidity requirements for up to 20-days periods. Funding for long-term

liquidity needs is additionally secured by an adequate amount of committed credit facilities, dividend payout policy
and additional equity injection by the sponsor of the Company.

As at June 30, 2017, The Company's financial liabilities have contractual/probable maturities which are summarized
below:

Current

J , 2017
une 30 Within 6 months 6 to 12 months

Trade and other payables 88,979,423

Due to holding company 4,626,833

Accrued mark-up 951,583

Short term running finnace - secured 217,968,436
312,526,275 o

These financial liabilities are compared to the maturity of the Company's financial liabilities in the previous year
as follow:

Current

J 30, 16
une 30, 20 Within 6 months 6 to 12 months

Trade and other payables 109,276,861
Due to holding company 1,772,300
Accrued mark-up 2,313,009
Short term running finnace - secured 151,572,477

264,934,647
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d)

i)

Fair value of financial instruments
Fair value hierarchy

The table below analyses financial instruments carried at fair value, by valuation method. The
ditfferent levels have been detined as follows:

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
Lhability, either directly (i.e. as prices) or indirectly (i.e. derived trom prices)

Level 3: inputs for the asset or liability that are not based on observable market data (unobservable
Inputs).

't the inputs used to measure the tair value ot an asset or a liability fall into different levels ot the
tair value hierarchy, then the tair value measurement is categorised in its entirety in the same level
of the tair value hierarchy as the lowest leve

Transters between levels of the tair value hierarchy are recognised at the end of the reporting
period during which the change has occurred

Determination of fair values

A number of the Company’s accounting policies and disclosures require the determination of fair
value, for both financial and non-financial assets and liabilities. Fair values have been determined
for measurement and / or disclosure purposes based on the

Non - derivative financial assets

The fair value of non-derivative financial assets is estimated as the present value of future cash

tlows, discounted at the market rate of interest at the reporting date. This fair value is determined
for disclosure purposes.

Non-derivative financial liabilities

Fair value, which is determined tor disclosure purposes, is calculated based on the present value of

tuture principal and interest cash flows, discounted at the market rate ot interest at the reporting
date.
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39

39.1

40

Capital risk management

The company is to maintain a strong capitat base so as to maintain investor, creditor and market confidence and to
sustain future development of the business. The Board of Directors monitors the return on capital and the level of
dividend to ordinary shareholders.There was no change to company's approach to the capital management during
the year and the company is not subject to externally imposed capital requirement.

Remuneration of Chief Executive O fficer, Directors and Executives

The aggregate amount charged in these financial statements in respect of remuneration and allowances, including
all benefits, to chief executives and executives of the Company are given below:

Executives

2017 2016

Rupees Rupees
Managerial remuneration 6,500,136 8,176,082
Leave encashment 426,738 4,326,436
Retirement benefits 669,180 1,736,563
Bonus and incentives 1,171,052 1,220,120

8,767,106 15,459,201

Number of persons 6 8

No fee or remuneration was paid by the Company to Chief Executive Officer and Directors except for the lump sum
amount of Rs. 900,000/- (2016; Rs. 900,000/-) charged by Wah Nobel (Private) Limited, as corporate service fee
as disclosed in note 27.

Capacity and production

Designed annual capacity Actual production
2017 2016 2017 2016
Metric Tones
Formaldehyde and Formalin solvent 30,000 30,000 23,973 22,849
Urea / Phenol Formaldehyde 19,000 19,000 11,207 16,175
UFMC 4,800 4,000 4,507 3,913

62 |
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41

42

43

44

45

Transaction with related parties

The Company is a subsidiary of Wah Nobel (Private) Limited (the hloding compnay)and the ultimate holding
Compnay is Wah industries Limited, therefore, all subsidiaries and associated undertakings of the holding compnay
and ultimate holding compnay are related parties of the Company. Other related parties comprise of directors, key

management personnel, entities with common directorships and entities over which the directors are able to
exercise influence.

Details of transactions with these related parties, other than those which have been specifically disclosed elsewhere
in these financial statements are as follows:

2017 2016
Rupees Rupees

Expenses incurred (on behalf of) / by the group companies net 1,954,533 841,278
Corporate service fee charged by holding company __-_gq_c;,o_oo_- 900,000
Purchase of Electricity from associate company ___ 17,987,579 w
Sales to associate company 33,289 o 3,833,552
Dividend paid to the holding company 19,881,600 4,970,400
O ther related parties -
Payment to:
Employees' pension fund trust - 1,464,573
Employees' provident fund trust 5,573,227 4,330,631
Workers' profit participation fund 12,088,622 6,924,573
Employees' gratuity fund 4,000,000 5,000,000

N umber of employees
Total number of employees as at June 30, 2017 is 133 (2016 : 101) and average number of employees over the
period were 133 (2016: 94)

N on-adjusting event after balance sheet date

The Board of directors at the meeting held on October 04, 2017 have proposed for the year ended June 30, 2017

cash dividend of Rs. 6.00 per share (2016: Rs. 4.00 per share), amounting to Rs 54 million subject to approvai of
members at the annual general meeting.

Date of authorization

These financial statements were authorized for issue by the Board of Directors of the Compnay on October 04,
2017.

G eneral

Figures have been rounded off to the nearest rupee.

~

DIRECT CHIEF EXBC UTIVE
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Proxy Form

l/We

of

being a member(s) of

Wah Nobel Chemicals Limited hereby appoint

of or tailing him/her

of

as my/our proxy in
my/our absence to attend and vote for me/us and on my/our behalf at the 34® Annual General

Meeting of the Company to be held on Monday, October 04, 2017 at 1100 hrs and /or any
adjournment thereof.

Signed this day ot October, 2017.
Folio No | CDC Participant CDC Account / No.ot | Signature on
ID No Sub-Account No Shares held | Five Rupees
Revenue  Stamp
Witness 1 Withess 2
Signature _ : : : Sdignature
Name - _ Name -
CNICNo., —— . — - CNIC No. — —
Address _— - Address — -
Note:

1. This Proxy Form, duly completed and signed, must be received at the Registered Office of the Company, G. T
Road, Wah Cantt not less than 48 hours before the time of holding the meeting.

2. The Proxy must be a member of the Company.

3. Signature(s) should agree with the specimen signature/s registered with the Company.

4. For CDC Account Holders/Corporate Entities

In addition to the above the following requirements have to be met.

1)) Attested copies of CNIC or the passport of the beneficial owners and the proxy shall be provided with the
proxy form.

() The proxy shall produce his original CNIC or original passport at the time of the meeting.

(il}) In case of a corporate entity, the Board of Directors resolution/power of attorney with specimen signature
shall be submitted (unless it has been provided earlier along with proxy form to the Company)
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