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AKG L S Ambition is to become a clear benchmark in foam products, sleeping products & services.

CMission
Offer value to our customers by continuous improving
our products and services. Provide ongoing product development
and design improvements to meet our customers’ needs. Maintain

- our technical advantage in all aspects of our business while
remaining competitive in the market.



NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that the 27th Annual General Meeting of Al-Khair Gadoon Limited, will be held on Friday
the October 27, 2017 at 9:00 A.M. at the Registered Office of the Company at 92/3, Phase 11, Industrial Estate,

Gadoon Amazai, District Swabi, Khyber Pakhtunkhwa to transact the following business:--

| To confirm the minutes of the 26th Annual General Meeting held on October 31, 2016.

ta

To receive, consider and adopt the Audited Accounts of the Company for the year ended June 30, 2017,
together with the Directors’ and Auditors' Reports thereon.

3 To appoint Auditors of the Company and fix their remuneration.

4  Authorization for E-voting.
To consider and if deemed fit, to pass the following resolutions as special resolutions for alteration in the
Articles of Association of the Company, with or without modification, addition(s) or deletion(s), as
recommended by the Board of Directors:
“RESOLVED that pursuant to Section 38 and other applicable provisions, if any, of the Companies Act,
2017 and any other law(s), Articles of Association of the company be and are hereby amended by inserting
new Articles 54-A and 54-B immediately after the existing Article 54 to read as under:
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, 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 intermediary shall be required to be deposit with the company. at least ten (10)
days before holding of the general meeting, at the Company’s Corporate office address or through email.
The Company will arrange E-voting if the company receives demand for poll from at least five (5) members
or by any members having not less than one tenth (1/10) of the voting power.
54-B. An instrument of proxy in relation to E-Voting shall be in the following form:
I/'We of being a member of the

holder of share(s) as per register Folio No. /CDC Account No.

herby opt for E-Voting through intermediary and hereby consent 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.
My secured email address is , please send login details, password and electronic

signature through email.

Signature of Member
CNIC No.

Signed in the presence of;

Signature of Witness  Signature of Witness

CNIC No. CNIC No.

“FURTHER RESOLVED that the Chief Executive or Director or Company Secretary be and are hereby
singly authorized to comply with the legal formalities under the Companies Act, 2017”7




Authorization for E-voting.

To consider and if deemed fit, to pass the following resolutions as special resolutions for alteration in the
Articles of Association of the Company, with or without modification, addition(s) or deletion(s), as
recommended by the Board of Directors:

“RESOLVED that pursuant to Section 38 and other applicable provisions, if' any, of the Companies Act,
2017 and any other law(s), Articles of Association of the company be and are hereby amended by inserting
new Articles 54-A and 54-B immediately after the existing Article 54 to read as under:

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, 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 intermediary shall be required to be deposit with the company, at least ten (10)
days before holding of the general meeting, at the Company’s Corporate office address or through email.
The Company will arrange E-voting if the company receives demand for poll from at least five (5) members
or by any members having not less than one tenth (1/10) of the voting power,

54-B. An instrument of proxy in relation to E-Voting shall be in the following form:

I'We of being a member of the
holder of share(s) as per register Folio No. /CDC Account No.

herby opt for E-Voting through intermediary and hereby consent 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.
My secured email address is , please send login details. password and electronic

signature through email.

Signature of Member
CNIC No.

Signed in the presence of;

Signature of Witness  Signature of Witness

CNIC No. CNIC No.

“FURTHER RESOLVED that the Chief Executive or Director or Company Secretary be and are hereby
singly authorized to comply with the legal formalities under the Companies Act, 20177

5 To transact any other business with the permission of the Chairman.

BY ORDER OF THE BOARD

(MOHAMMAD AMIN SHEIKH)

Dated: October 04, 2017 Company Secretary

NOTES:

1

Share Transfer Books of the Company will remain closed from October 20 2017 to October 27, 2017
(both days inclusive). Transfers received in order upto the close of business on October 19, 2017 at the
Corporate Office of the Company at Al-Khair House, 43-T, Gulberg I, Lahore will be entitled to voting
rights at the Annual General Meeting.



2 A member of the Company entitled to attend and vote at the meeting may appoint another member as

his/her proxy to attend and vote. Votes may be given personally or by proxy or by Attorney or in case of a
Corporation by representative. The instrument of proxy duly executed should be lodged at the Corporate
Office of the company at Al-Khair House, 43 — T, Gulberg II, Lahore not later than 48 hours before the
time of meeting.

Securities and Exchange Commission of Pakistan has issued Companies (E-Voting) Regulation, 2016 on
January 22, 2016 vide S.R.O 43(1)/2016. The directors have recommended alteration in the Articles of
Association by inserting new Articles 54-A and 54-B to give the members option to be a part of the decision
making in the general meeting of the company through electronic means. A member may opt for E-Voting
in a general meeting of the Company under the provisions of the Companies (E-Voting) Regulations, 2016
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 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 Corporate office address or through email. The Company will arrange E-Voting if the
Company receives demand for poll from at least five (5) members or by any member or members having not
less than one tenth (1/10) of the voting power. Accordingly, it has been proposed to pass the resolution as a
Special Resolution as provided in the notice of meeting for alteration in the Articles of Association of the
Company. The Directors are not interested, directly or indirectly, in the above business except to the extent

of their shareholding.

Any individual Beneficial Owner of the Central Depository Company (CDC), entitled to vote at this meeting
must bring his / her Computerized National Identity Card (CNIC) or passport (in case of foreigner) along
with CDC account number to prove his / her identity and in case of proxy must enclose an attested copy of
his / her CNIC or passport. Representatives of corporate members should bring the usual documents
required for such purpose.

Members are requested to immediately inform the Company's Share Registrar of any change in their mailing
address.

Members are requested to provide by mail, photocopy of their CNIC or passport (in case of foreigner),

unless it has been provided earlier, enabling the Company to comply with relevant laws.




DIRECTORS’ REPORT TO THE MEMBERS

The Directors of your Company are pleased to present the 27th Annual Report with the audited financial
statements of the Company for the year ended June 30, 2017. ‘

For the year 2016 - 2017, the Company's growth improved in terms of sales revenue and profitability as
well, The Company achieved sales revenue of PKR 366 million as compared to PKR 351 million of
previous year. However, there is a reduction of 1.02% in gross profit margin as compared to last year. The
reduction in gross profit is mainly due to increase in prices of raw materials internationally. During the year
under review, the net profit before tax was Rs.11.85 million as compared to Rs.10.202 million for the last
year thus making a rise of 15.97% from last year's profit. The growth was achieved through concerted
measures to expand its customer base and improve the quality of its products along with adoption of cost
control measures.

During the year under review, the Company strictly controlled administrative expenses and distribution
expenses resulting a decrease of 5.42% and 8.83% respectively. Financial charges are reduced from Rs.2.6
million to Rs.1.9 million thus recording a reduction of 25.97% with a visionary decision of management to
concentrate on interest free borrowings.

Business Performance & Future Outlook

The Company expects to benefits from the recent economic measures, reduced rate of inflation and
improved security concerns in Pakistan by 2018. However, intense competition from existing players and
new entrants remains the greatest challenge to meet in future. To stand out of the competition, the Company
will focus on assessing the needs of our consumers and bringing improved operational efficiencies and
synergies. The Company anticipates pressure on margins as a result of aggressive marketing strategy and
competitive pricing.

However, your Company stays committed to effective product mix management and better trade partnering
customers. The Company has been exhibiting strong performance against challenges over the years, be it
vulnerability of increased competition, fluctuation in raw material prices or exchange rate. Operational
excellence and management skills have positioned the Company for sustainable growth to meet challenges
ahead. Being socially responsible, financially viable and operationally smart will remain the key objectives
of the Company.

Reporting
The Board has ensured completeness, true and fair presentation and timely issuance of its periodic financial

statements in accordance with the requirements of the Companies Ordinance, 1984, the Listing Regulations
of Pakistan Stock Exchange and International Financial Reporting Standards.

Corporate and Financial Reporting
The Company is committed to gain highest standards of corporate governance. The Board is pleased to give

the following specific statements to comply with the requirements of the Code of Corporate Governance.



o The financial statements prepared by the management of Al-Khair Gadoon Limited present fairly its

state of affairs, the result of its operations, cash flows and changes in equity.
o Proper books of accounts of Al-Khair Gadoon Limited have been maintained.

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

o International Financial Reporting Standards as applicable in Pakistan have been followed in

preparation of financial statements.
o The system of internal control is sound in design and has been effectively implemented and monitored.
o There are no significant doubts upon the Company’s ability to continue as going concern.
o There has been no material departure from the best practices of corporate governance, as detailed in
the listing regulations.
« Key operating and financial data for last six years in summarized form is annexed to the report.
» No trades in shares of Al-Khair Gadoon Limited were carried out by the Directors, CEO, CFO, Head

of Internal Audit & Company secretary and their spouses and minor children except those notified to
the regulatory authorities.

¢ Reasons for significant deviations from last year’s operating results have been explained in the relevant
section of the Directors’ report.

« Information about outstanding taxes, duties, levies and charges is given in the notes to the Financial
Statements.

»° The Company has no significant plans and decisions regarding corporate restructuring, business
expansion and discontinuing of operations.

¢ Details of number of board and committees” meetings held during the year and attendance by cach
director has been disclosed below.

¢ The board has been provided with detailed in-house briefings and information package to acquaint
them with the code, applicable laws, their duties and responsibilities to enable them to effectively
manage the affairs of the Company for and on behalf of shareholders.
Compliance with the Code of Corporate Governance & Transfer Pricing

The Code of Corporate Governance as formulated by the SECP & ICAP has been complied with and the
statement to that effect is annexed. The requirements of transfer pricing as set out in the listing rules of
Pakistan Stock Exchange relevant to the year 2017 have also been complied.

Staff Retirement Benefits

The company operates an un-funded gratuity scheme for all employees with qualifying services period of
six months.

i SRR R



Dividend
No dividend is being recommended by the Board of Directors for the year ended June 30, 2017 because of

the reason that the Company had to sustain losses during past years and liquidity problems faced by the
Company in the past. The Company is expecting positive performance in future.
Attendance of Board and Committee Meetings

During the year eight board meetings, six Audit Committee, and four Human Resource and Remuneration
Committee meetings were held. Leave of absence was granted to directors who could not attend some of the
meetings. The attendance is as follows:

Number of attendance
I\SJ:; Directors / Members of Committees Board of Audit HR &R
Directors Committee Committee
Il Mohammad Afzal Sheikh 8 N/A N/A
2 Mohammad Saeed Sheikh 8 N/A N/A
3 Mohammad Amin Sheikh 8 N/A N/A
+ Sheikh Pervaiz Afzal 8 N/A 4
5 Mrs. Parveen Afzal 6 5 N/A
6 Mrs. Farnaz Saeed 6 3
7 Mrs. Nafeesa Amin 5 4
8 Mr. Tahir Subhani 6 5 N/A
9 Mrs. Hina Ali 2 N/A 1
10 Mushtaq Ahmed Shaheen N/A N/A 4
11 Khurram Iftikhar N/A 6 N/A
Auditors

The auditors Messers Tahir Siddiqi & Co. Chartered Accountants (a member firm of TIAG International)
are the retiring auditors of the Company and offer their services for re-appointment. They confirmed that
they have been given satisfactory rating under the Quality Control Review program of The Institute of
Chartered Accountants of Pakistan (ICAP) and the firm is fully compliant with the International Federation
of Accountants (IFAC) guidelines on code of ethics, as adopted by the ICAP. The audit committee and the
Board recommended their re-appointment by the shareholders at the Annual General Meeting of the
Company as auditors of the Company for the year ending June 30, 2018.

Pattern of Shareholding

The pattern of shareholding of the Company is annexed to the report.

Appreciation

The Board would like to articulate their appreciation for the allegiance, hard toil of the workers, staff and
members of the management team. Customers and retailers are the key element of our Company and we

thank them for their continued co-operation.
ON BEHALF OF THE BOARD

.

MOHAMMAD AFZAL SHEIKH
Lahore: September 22, 2017 Chairman
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STATEMENT OF COMPLIANCE WITH THE CODE OF CORPORATE GOVERNANCE

Name of the Company: Al-Khair Gadoon Limited
Year Ending: June 30, 2017

This statement is being presented to comply with the requirements of Rule Book of Pakistan Stock Exchange
Limited, Chapter 5.19 of the Code of Corporate Governance where the Company is listed for the purpose of
establishing a framework of good governance, whereby a listed company is managed in compliance with the best
practices of corporate governance.

The Company has applied the principles contained in the CCG in the following manner:-

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

Category Names
Independent Director i. Mr. Tahir Subhani
Non-Executive Directors i Mohammad Afzal Sheikh
ii. Mohammad Amin Sheikh
1. Mrs. Parveen Afzal
v. Mrs. Farnaz Saeed
v, Mrs. Nafeesa Amin
Executive Directors ¥ Mohammad Saeed Sheikh

ii. Sheikh Pervaiz Afzal

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

including this Company (excluding the listed subsidiaries of listed holding companies, where applicable).

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 NBFI or, being a member of a stock exchange, has
been declared as a defaulter by that stock exchange.

A casual vacancy occurred on the Board of Directors during the year was filled up promptly.

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

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

7 All the powers of the Board have been duly exercised and decisions on material transactions, including
appointment and determination of remuneration and terms and conditions of employment of the CEO, other
Executive and Non-Executive Directors, have been taken by the Board.

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

9 The board has been provided with detailed in-house briefings and information package to acquaint them
with the CCG, applicable laws, their duties and responsibilities to enable them to effectively manage the

%'.14 . TR .
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20
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23

affairs of the Company for and on behalf of sharcholders.

No new appointment of CFO, Company Secretary or Head of Internal Audit has been made during the year.
However, any changes to the remuneration, terms and conditions of the employment of CFO, Company
Secretary and Head of Internal Audit have been determined by the CEO with the apprqval of the Board of
Directors.

The directors' 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.

The 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 four members, three of whom are Non-Executive
Directors including Chairman of the Committee.

The meetings of the audit committee were held at least once in every quarter prior to approval of interim and
final results of the Company and as required by the CCG. The terms of reference of the committee have
been formed by the Board and advised to the committee for compliance.

The board has formed an HR and Remuneration Committee. It comprises of four members of whom two are
Non-Executive Directors including the Chairman of the Committee.

The Board has set-up an effective internal audit function which is considered suitably qualified and
experienced for the purpose and is conversant with the policies and procedures of the Company.

The statutory auditors of the Company have confirmed that they have been given a satisfactory rating under
the quality control review program of the Institute of Chartered Accountants of Pakistan (ICAP), that neither

.the firm nor any of the partners of the firm, their spouses and minor children 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 the 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 regard.

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 the directors,
employees and the stock exchange.

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

We confirm that all other material principles contained in the Code of Corporate Governance have been
complied with.

ON BEHALF OF THE BOARD

MOHAMMAD AFZAL SHEIKH

Lahore: September 22, 2017 Chairman
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REVIEW REPORT TO THE MEMBERS ON THE STATEMENT OF COMPLIANCE WITH
THE CODE OF CORPORATE GOVERNANCE

We have reviewed the enclosed Statement of Compliance with the best practices contained in the Code of
Corporate Governance prepared by the Board of Directors of Al-Khair Gadoon Limited (the Company) for the
year ended June 30, 2017 to comply with the requirements of Rule 5.19 of the Rule Book of the Pakistan Stock
Exchange Limited where the Company is listed.

The responsibility for compliance with the Code of Corporate Governance 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 of
Corporate Governance and report if it does not and to highlight any non compliance with the requirements of the
Code of Corporate Governance. 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 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 the best
practices contained in the Code of Corporate Governance as applicable to the Company for the year ended June
30, 2017.

Tahir Siddiqi & Co.
Chartered Accountants
. (A member firm of TIAG Int’l)
Lahore: September 22, 2017 Engagement Partner: Mohammad Tahir Siddiqi, FCA
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AUDITORS’ REPORT TO THE MEMBERS

We have audited the annexed balance sheet of AL-KHAIR GADOON LIMITED ("the Compnay") as at June
30, 2017 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 purposes of our audit.

It is the responsibility of the Company's management to establish and maintain a system of internal control, and
prepare and present the above said statements in conformity with the approved accounting standards and the
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 account have been kept by the Company as required by the Companies
Ordinance, 1984;

b. in our opinion:

(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
account and are further in accordance with accounting policies consistently applied;

(ii) the expenditure incurred during the year was for the purposes 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;

¢. 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 the
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 June 30, 2017 and of the profit, its comprehensive income, cash flows and
changes in equity for the year then ended; and

d. in our opinion, no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of

1980).
Tahir Siddiqi & Co.
’ Chartered Accountants
(A member firm of TIAG Int’l)
Lahore: September 22, 2017 Engagement Partner: Mohammad Tahir Siddigi, FCA
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BALANCE SHEET AS AT JUNE 30,2017

2017 2016
Note Rs. Rs,
ASSETS
NON CURRENT ASSETS
Property. Plant and Equipment 4 79,207,584 79,381,848
Deferred Taxation 5 11,373,624 5,815,084
90,581,208 85,196,932
CURRENT ASSETS
Stores and Spares 1,825410 1,612,164
Stock in Trade 6 158,502,062 185,188,657
Trade Debts 7 12,935,623 14,773,590
Advances, Deposits and Prepayments 8 152,229,856 178,715,095
Cash and Bank Balances 9 2,889,378 2,953,241
328.382.329 383,242,747
TOTAL ASSETS 418,963,537 468,439,679
EQUITY AND LIABILITIES
Authorized Capital
12,000,000 Ordinary shares of Rs. 10 each 10 120,000,000 120,000,000
Issued, Subscribed and Paid up Capital 10 100,000,000 100,000,000
Capital Reserves - Share Premium 25,000,000 25,000,000
Unappropriated Profit 68,208,415 60,661,230
Shareholders' Equity 193,208,415 185,661,230
NON CURRENT LIABILITIES
Deferred Liabilities 1 12,358,233 10,167,256
Loan from associated undertakings — Unsecured 25,000,000 25,000,000
37,358,233 35,167,256
CURRENT LIABILITIES
Trade and Other Payables 12 131,365,160 164,402,544
Short Term Borrowings - secured 13 50,105,342 67,774,708
Un-Claimed Dividend 1,844,946 1,844 946
Provision for Taxation 5,081,441 13,588,995
188,396,889 247,611,193
CONTINGENCIES AND COMMITMENTS 14 - =
TOTAL EQUITY AND LIABILITIES 418,963,537 468,439,679

The annexed notes 1 to 30 form an integral part of these financial statements.

18

Lahore: September 22, 2017

MOHAMMAD AFZAL SHEIKH MOHAMMAD SAEED SHEIKH

CHATRMAN

CHIEF EXECUTIVE




PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED JUNE 30, 2017

2017 2016
Note Rs. Rs.
Sales - net 15 366,692,651 351,321,479
Cost of sales 16 (320,662,620) (303,649,387)
Gross profit 46,030,031 47,672,092
Administrative expenses 17 (19,551,401) (20,672,586)
Distribution expenses 18 (12,755,334) (13,991,087)
(32,300,735) (34,663,673)
Operating profit 13,723,296 13,008,419
Finance cost 19 (1,916,553) (2,589.,060)
Other operating expenses 20 (968,923) (829,923)
Other operating income 21 1,015,024 613,517
(1,870,452) (2,805,466)
Profit before taxation 11,852,844 10,202,953
Provision for Taxation 22 (3,751,276) (2.482,099)
Profit for the year 8,101,568 7,720,854
Earnings per share - before tax (basic and diluted - Rupees) 23 1.19 1.02
Earnings per share - after tax (basic and diluted - Rupees) 23 0.81 0.77

The annexed notes 1 to 30 form an integral part of these financial statements.

MOHAMMAD SAEED SHEIKH
CHIEF EXECUTIVE

MOHAMMAD AFZAL SHEIKH

Lahore: September 22, 2017 CHAIRMAN
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STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDED JUNE 30,2017

2017 2016
Rs. Rs
Profit for the year 8,101,568 7,720,854
Other comprehensive income for the year:
ltems that will not be re-classified to profit or loss
Re-measurement of retirement benefits (554,383) (523,435)
Total comprehensive income for the year 7,547,185 7,197.419
The annexed notes 1 to 30 form an integral part of these financial statements.
' MOHAMMAD AFZAL SHEIKH MOHAMMAD SAEED SHEIKH

Lahore: September 22, 2017 CHAIRMAN CHIEF EXECUTIVE
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CASH FLOW STATEMENT FOR THE YEAR ENDED JUNE 30,2017

Cash flows from operating activities

Profit before taxation

Adjustments for non cash items:
Depreciation on property, plant and equipment
Finance cost
Gain on sale of prbpcrty, plant and equipment
Provision for Gratuity
Provision for doubtful debt
Gain on Disposal of Investment in Associated Company
Loss of fixed assets due to fire - net of insurance claim
Provision for Workers' profit participation fund
Provision for Workers' welfare fund

Operating profit before working capital changes
(Increase)/decrease in current assets

Stores and spares

Stock-in-trade

Trade debts

Advances, deposits and prepayments

Increase/(decrease) in current liabilities
Trade and other payables
Cash generated from / (used in) operations

Finance cost paid
WPPF paid

Taxes (paid) / Refund
Gratuity paid

Net cash generated from operating activities

Cash flows from investing activities
Fixed capital expenditure
Capital work in progress
Proceeds from sale of property, plant and equipment
Proceeds from Insurance Company against loss due to fire
Proceeds from disposal of Associated Company

Net cash (used in) / generated from investing activities

Cash flows from financing activities
Short term borrowings
Net cash used in financing activities

Net (decrease) / increase in cash and cash equivalents
Cash and cash equivalents at the beginning of year
Cash and cash equivalents at the end of year

The annexed notes 1 to 30 form an integral part of these financial statements.

s

MOHAMMAD AFZAL SHEIKH

Lahore: September 22, 2017

Note

4.2

4.4

CHAIRMAN

2017 2016

Rs. Rs.
11,852,844 10,202,953
9,241,881 8,724 968
1,916,553 2,589,060
(1,015,024) (233,415)
1,700,978 1,717,972
(96,735) 78,716
- (600,806)
- 420,704
641,088 551,644
327,835 278,279
12,716,576 13,527,121
24,569,420 23,730,074
(213,246) 112,197
26,686,595 12,003,347
1,934,702 (1,574,334)
10,741,064 (22,422.466)
39,149,115 (11,881.256)
(33,414,268) (20,809,183)
30,304,267 (8.960,365)
(1,956,948) (3,341.,908)
(551,644) -
(2,073,195) 50,425,823
(64,384) (549,666)
(4,646,171) 46,534,249
25,658,096 37,573,884
(9,472,593) (10,524,416)
- 341,050
1,420,000 275,000
- 3,690,763
- 13,870,375
(8,052,593) 7,652,772

(17,669,366)| | (43.740.413)]

(17,669,366) (43,740,413)
(63,863) 1,486,243
2,953,241 1,466,998
2,889,379 2,953,241
MOHAMMAD SAEED SHEIKH
CHIEF EXECUTIVE




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

Balance as at 1 July 2015

Comprehensive income for the year

Loss for the year

Other comprehensive income for the year

Balance as at 1 July 2016

Comprehensive income for the year

Profit for the year

Other comprehensive income for the vear

Balance as at 30 June 2017

Share Share Unappropriated
; , Total
Capital Premium Profit

( Rupees )

100,000,000 25,000,000 53,463,811 178,463,811
- - 7,720,854 7,720,854
- - (523.435) (523.435)
- - 7.197,419 7,197,419

100,000,000 25,000,000 60,661,230 185,661,230
- - 8,101,568 8,101,568
- - (554,383) (554.383)
- - 7,547,185 7,547,185

100,000,000 25,000,000 68,208,415 193,208,415

The annexed notes 1 to 30 form an integral part of these financial statements.

Lahore: September 22, 2017

MOHAMMAD AFZAL SHEIKH MOHAMMAD SAEED SHEIKH

CHAIRMAN

CHIEF EXECUTIVE




'GI-'-th.ir- Gadoon Ltd. ANNUAL REPORT 2017

NOTES TO THE FINANCIAL STATEMENTS
For the year ended June 30, 2017

1 LEGAL STATUS AND NATURE OF BUSINESS
The Company was incorporated as a Private Limited Company on August 27, 1990 and converted into
Public Limited Company on August 31, 1995 and is enlisted on Pakistan Stock Exchangé. It is principally
engaged in manufacturing of foam and allied products. The registered office of the Company is situated at
92/3, Phase 111, lndusirial Estate, Gadoon Amazai, District Swabi, Khyber Pakhtunkhwa — Pakistan.
2 BASIS OF PREPARATION
2.1 Accounting Convention

These financial statements have been prepared under the historical cost convention except for those

as stated in the respective polices and notes given here under.
2.2 Statement of compliance

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

2.3 Standard and amendments to approved accounting standards which became effective during
the year ended June 30, 2017

There were standard and amendments to the approved accounting standards which became
effective during the year ended June 30, 2017 but are considered not to be relevant or have any
significant effect on the Company’s operations and are, therefore, not disclosed in these financial
stat-ments.

2.4 Amendments to approved accounting standards that are effective for the Company’s
accounting periods beginning after July 1, 2017:

There are certain new standards and amendments to the approved accounting standards which will
be effective for the Company for annual periods beginning on or after July 1, ‘017 but are
considered not to be relevant or are expected to have any significant effect on the Company’s
operations and are, therefore, not disclosed in these financial statements.

In addition to this, changes have been made in respect of the disclosure and presentation of the
financial statements through promulgation of The Companies Act, 2017 (the Act) with =ffect from
the May 30, 2017. However, the applicability of the Act in relation to the preparation of the
financial statements has been deferred by the Securities and Exchange Commission of Pakistan
through its Circular 17 dated July 20, 2017 for companies having financial closure on or before
June 30, 2017.

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies applied in the preparation of these financial statements are sct out
below. These policies have been consistently applied to all the years presented, unless otherwise stated.
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3.1

Property, Plant and Equipment
Owned

Property, plant and equipment are stated at cost less accumulated depreciation and any identified
impairment loss except the leasehold land which is stated at cost and is not amortized for the reason
that it is a lease of 99 years.

Depreciation on all property, plant and equipment is charged to Profit and Loss Account on the
reducing balance method over its estimated useful life at annual rates mentioned in note 4 after
taking into account their residual values. Depreciation on additions is charged from the month in
which asset is put to use and, on disposal, before the month of disposal. Residual values and the
useful lives of the assets are reviewed at least at each financial year end and adjusted if impact on
depreciation is significant.

Maintenance and repairs are charged to Profit & Loss Account as and when incurred. Major
renewals and improvements are capitalized.

The carrying value of fixed assets is reviewed for impairment, when events or changes in
circumstances indicate that the carrying value may not be recoverable. If such indications exist and
where carrying value exceeds the estimated recoverable amount, the assets are written down to the
recoverable amount.

An item of property, plant & equipment is de-recognized upon disposal or when no future
economic benefits are expected from its use or disposal. Any gain or loss arising on de-recognition
of the asset (caleulated as the difference between the net disposal proceeds and carrying amount of
the asset) included in the Profit & Loss Account in the year the asset is derecognized.

Leased

Leases wherein the Company has substantially all the risks and rewards of ownership are classified
as finance leases. At inception, finance leases are capitalized at the lower of present value of
minimum lease payments under the lease agreements and the fair value of the asscts, less
accumulated depreciation and impairment loss, if any.

The related rental obligations, net of finance costs, are included in liabilitics against assets subject
to finance lease. The liabilities are classified as current and non-current depending upon the timing
of the payment.

Minimum lease payments made under finance leases are apportioned between the finance cost and
principal liability. The finance cost 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. Contingent
lease payments, if any, are accounted for by revising the minimum lease payments over the
remaining term of the lease when the lease adjustment is confirmed. The interest element of the
rental is charged to Profit & Loss Account over the lease term.

Assets acquired under a finance lease are depreciated on systematic basis over the estimated useful
life of the assets on reducing balance method at the rates mentioned in note 4. Depreciation of
leased assets is charged to Profit & Loss Account.

/

Residual vaiues and the useful lives of the assets are reviewed at least at each financial year-end
and adjusted if impact of depreciation is significant.




3.2
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3.6

-

Capital Work in Progress

Capital work in progress is stated at cost less any identitied impairment loss.
Stock - in - Trade

Stock of raw materials, work in process and finished goods are valued at lower of cost and net
realizable value. The cost is determined as follows:- g

Raw Materials - weighted average cost

Work in Process & Finished Goods - manufacturing and conversion cost

Stock in transit is valued at cost comprising invoice value and other charges incurred thercon as
accumulated to the balance sheet date.

Net realizable value is the estimated selling price in the ordinary course of business less the
estimated cost of completion and the estimated cost necessary to make the sale.

Stores, Spares & Loose Tools

These are valued at lower of cost and estimated net realizable value. The cost is determined on
weighted average cost basis. Items in transit are valued at cost comprising invoice value and other
charges thercon accumulated at the balance sheet date.

Taxation
Current

Provision for current taxation is the amount computed on taxable income at the current rates of
taxation or alternative corporate tax computed on accounting income or minimum tax on turnover,
whichever is higher, and taxes paid / payable on final tax basis, after taking into account tax credit
available, if any. The charge for the current tax also includes adjustments where necessary, relating

lo prior years which arise from the assessments made / finalised during the year.
Deferred

Deferred tax is accounted for using the balance sheet method in respect of all temporary differences
arising from differences between carrying amount of assets and liabilities in the financial statements
and the corresponding tax bases used in the computation of tax. Deferred tax liabilities are
recognized for all taxable temporary differences and deferred tax assets are recognized to the extent
to which it is probable that taxable profits will be available against which the deductible temporary
difference, unused tax loss, and tax credits can be utilized. Deferred tax is charged or credited to
profit & loss account.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the
period when the asset is realized or the liability is settled, based on tax rates that have been enacted
or substantially enacted at the balance sheet date.

Trade Debts

Debtors originated by the company are recognized and carried at the original invoice amount less
an allowance for any uncollectible. A provision for doubtful debt is established based on the review
of all outstanding amounts at the year end. Bad debts are written off with the approval of Board of

Directors, when identified.




3.7
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3.9

3.10

311

3.12

313

3.14

Cash and Cash Equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the purposes of the cash flow
statement, cash and cash equivalents consist of cash and bank balances, cheques in hand. deposits
held at call with banks, other short term highly liquid investments with original maturities of three
months or less and running finance under mark-up arrangements which form an integral part of the
Company’s cash management,

Creditors, Accrued and Other Liabilities

Creditors, Accrued and other Liabilities for trade and other amounts payable are carried at the cost
which is the fair value of the consideration to be paid in future for the goods and services received.
Mark-up Bearing Borrowings

Mark-up bearing borrowings are recognized initially at amortized cost. Subsequent to initial
recognition, mark-up bearing borrowings are stated at amortized cost less subsequent repayments.
The company accounts for lease obligations by recording the asset and corresponding liability there
against determined on the basis of discounted value of minimum lease payments. Financial

Charges are recognized in the profit & loss account using the effective mark-up rate method.
Borrowing Costs

Mark-up, interest and other direct charges on borrowings are capitalized to the related qualifying
asset till substantially all the activitics necessary to prepare the qualifying asset for its intended use
are complete. All other mark-up, interest and related charges are charged to the profit & loss
account in the year in which they are incurred.

Provisions

Provisions are recognized when the Company has a present legal or constructive obligation as a
result of past event, and it is probable that outflow of resources will be required to settle 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 estimates.

Foreign Currency Transactions

Transactions in foreign currencies are accounted for in Pakistan rupees at monthly average rates,
Monetary assets and liabilities in foreign currencies are translated into rupees at the rate of
exchange prevailing at the balance sheet date. Exchange gains or losses are charged to Profit &
Loss Account.

Financial Instruments

Financial assets and liabilities are recognized when the Company becomes a party to the contractual
provisions of the instrument. The particular measurement methods adopted are considered in
individual policy statement associated with each item.

Offsetting of Financial Assets and Liabilities
A financial asset and financial liability is offset and net amount is reported in the balance sheet if
the company has a legal enforceable right to set off the recognized amounts and intends either to

settle on a net basis or to realize the assets' value and settle the liability simultaneously.
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3.15

3.16

3.17

3.18

3.19

3.20

(a)

(b)
(©)
(d)

Impairments

The carrying amount of Company’s assets is reviewed at each balance sheet date to determine
whether there is any indication of impairment. If any such indication exists, the asset's recoverable
amount is estimated and impairment losses are recognized. '

Related Party Transactions

The Company enters into transactions with related parties on an arm's length basis. Prices for
transactions with related parties are determined using admissible valuation methods, except in
extremely rare circumstances where, subject to approval of the Board of Directors, it is in the
interest of the Company to do so.

Staff Retirement Benefits

The Company operates a defined benefit plan i.e. gratuity scheme for all its permanent employees
subject to attainment of retirement age and minimum service of prescribed period. Contributions
are made to the fund on the basis of actuarial recommendations. Actuarial valuation is carried out
using the projected unit credit method. All actuarial gains and losses are recognised in ‘other
comprehensive income” as they occur.

Dividend and Appropriations

Dividend is recognized as liability in the period in which it is declared. Appropriations of profit are
reflected in the statement of changes in equity in the period in which appropriations are approved.

Revenue Recognition

- Revenue from sale is recognized on dispatch of goods to the customers.
- Income from property is recognized when the rental becomes due.
- Income from Banks is recognized when earned.

Critical Accounting Estimates and Judgments

The preparation of financial statements in conformity with approved accounting standards requires
the use of certain critical accounting estimate. It also requires management to exercise its judgment
in the process of applying the Company's accounting policies. Estimates and judgments are
continually evaluated and are based on historic experience and other factors, including expectation
of future events that are believed to be reasonable under the circumstances. In the process of
applying the Company’s accounting policies, the management has made the following estimates and
judgments which are significant to the financial statements:

Assumptions and estimates used in calculating the provision for impairment for trade debts
(note-7);

Assumptions and estimates used in the recognition of deferred taxation (note-5);

Assumptions and estimates used in accounting for defined benefit plan (note-11); and

Assumptions and estimates used in disclosure and assessment of provision for contingencies
(note-14).




NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2017

2017 2016
Note (Rupees)
4  PROPERTY, PLANT AND EQUIPMENT
Operating Fixed Assets 4.1 79,207,584 79,381,848
Capital Work in Progress 4.3 - -
79,207,584 79,381,848
4.1 Operating Fixed Assets
Land B Plant Tools Office Furnit re Total
Lease Hold || Lease Hold || Free Hold & & Equipme ot & Computer Vehicle Amount in
Machinery | | Equipment's Fixture Rupees
As at July 1, 2015
Cost 1459819 13 98825] 61660273 15983 BRS 2640411 4,400,764 2513502 1,156,180 43382320 167,199,401
Accumulated Deprecanon 6267567 29189003 21753969 1,236 206 239,184 1603331 646,637 22428053 85463950
Net Book Valie Iésﬂlﬂﬂ 1.13:&84 Jziuolun ILI.NIOIS 1,404.205 Iiulﬁ 910,171 509,543 EGIUNIZH # Ii'.f.'iSIl:SI
Year ended June 30, 2016
Openmng Net Book Vale 1459819 7720684 32480240 14234916 1.404,205 2061 606 210,071 509,543 20954267 BL.T35451
Addition (Cost) 422,153 2598 892 17550 100,850 38200 £9.700 1257071 10524 416
Transfer - . »
1459819 §142%37 324840, Irﬁ*m I,JMSS I.mzi-ISﬁ %Eﬂ 599,243 ZNel 1,338 92259&:?
Disposal (NBY)
Cost 3,700,320 - - T61.558 1292178 117470 429,000 6302523
Accumulbited Deprecuon - - (11 10096) - (229.067) (IRTHS3) (35241 (37415) (2,149.472)
> = 2 Wllﬁ“-! 514491 904& KE‘? 4|‘§N5 4,153,051
Deprecition Charge - 706,604 144,501 1495102 141444 155,506 3267 48111 4500343 B724.968
Closmg Net Book Vale | 439819 7346143 212‘9’.‘}15 15,338,706 180211 1 472459 40582 468903 231579410 798| 848
— - i — —
As at July 1, 2016
Cost 1459819 14410404 STO6R 953 w58 2657961 1LTIR052 1.259.527 1128410 50210,29] 171.421.2%
Accumulited Deprecition - 7064 261 295713438 23.249071 1377650 2265593 1218945 G55 S0T RGYRIRET] 92,009 446
Net Book Vake 1,459,819 7.346.143 28,395,515 15.338.706 1,280,311 I,-"R‘ls‘ ‘Glﬁﬂ 468,903 23,579.410 79.381&8
Year ended June 30, 2017
Openmg Net Book Vale 1459819 76143 28395515 15,338,706 1280311 1472459 40,582 468,903 15M410 9381 848
Adddition {Cost) - = - 92520 134,650 RAM0 17,500 9219523 9472,593
Transfer - - s S =
1459819 7.346.143 28395515 13431.226 1280311 |607,109 982 486,403 J‘: T98.933 BY LU
- - —
Disposal (NBY)
Cimt - - - - 2050000 2,050,000
Accumubited Deprecition - - - - - = (Le45024)  (1.645,024)
= = . - - - - 404,976 404.976
Deprecmion Charge 734614 1419.776 13541581 128031 153867 4408 47,765 5211839 9241 K81
Closmg Net Book Value as at June 30, 2017 1¢593w gl 1529 1&‘!’?5339 w,‘ E_,’.‘M 1453242 44.574 436,638 2?IlN1Il 18 ?920]‘;3‘1
Annmual Rate of Depreciation - 10%% S 18 1% 10% 10% 108 20%
4.2 Depreciation is allocated as under:
Cost of Goods Sold 16 2,404,226 2,433,240
Administrative Expenses 17 1,625,816 1,701,385
- Distribution Expenses 18 5,211,839 4,590,343
9,241,881 8,724,968
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4.3 Capital Work in Progress

Building
Machinery

4.4 Disposal of Assets

2016

(Rupees)

Sr.
NZ Particulars Cost | Acc. Dep. | W.D.V |Sale Proceed | Profit / (loss) Mode of Disposal
Motor Vehicle 1,250,000 | 1,068,028 | 181972 870,000 688,028 |Mrs, Rehana Omer  |Negotiation
2 |Motor Vehicle 800,000 576996 | 223,004 550,000 32699 |Mr, Khurram Ifiikhar [Negotiation
June 30,2017 2,050,000 1,645,024 404,976 1,420,000 1,015,024
June 30, 2016 6,302,523 2149472 4,153,051 275000 (3878,051)
DEFERRED TAXATION
Deferred Tax Assets
Trade debts 204,247 241,043
Deferred liability - Employee benefits 3,707,470 3,151,849
Unutilized Tax Credits 17,871,826 13,868,907
Deferred Tax Liabilities
Accelerated Tax Depreciation (10,409,919) (11,446,715)
11,373,624 5,815,084
STOCK IN TRADE
Raw and Packing Material 76,325,470 92,959,555
Work-in-Process 42,517,851 44,236,524
Finished Goods 39,658,741 47,992,578
158,502,062 185,188,657
TRADE DEBTS
Considered Good - unsecured 13,616,445 15,551,147
Provision for Doubtful Debts (680,822) (777,557)
12,935,623 14,773,590
ADVANCES, DEPOSITS & PREPAYMENTS
Advances to Employees 2,619,312 3,900,137
Advance Taxes 137,887,159 153,631,334
Letter of Credit 48,669 13,213,249
Prepayments 1,204,341 -
Other receivables 10,470,375 7,970,375
152,229,856 178,715,095
9  CASH AND BANK BALANCES
, CashinHand 868,816 429,674
" Cash at Bank - in current accounts 2,020,562 2,523,567
2,889,378 2,953,241




2017 2016

AUTHORISED
12,000,000 (2016: 12,000,000) Ordinary shares of Rs. 10 each 120,000,000 120,000.000

ISSUED, SUBSCRIBED AND PAID-UP CAPITAL

7,000,000 Ordinary shares of Rs.10 each fully paid in cash 70,000,000 70,000,000
3,000,000 Ordinary shares of Rs.10 each issued as bonus shares 30,000,000 30,000,000

100,000,000 100,000,000

11 DEFERRED LIABILITIES

Gratuity 1.1 12,358,233 10,167,256

11.1 The scheme provides for terminal benefits for all its permanent employees who attain the minimum
qualifying period. Annual charge is made using the actuarial techniques of Projected Unit Credit
Method.

11.1.1 Movement in Net liability recognized

Net Liability at the beginning of the year 10,167,256 8,475.515
Re-Measurements chargeable in Other Comprehensive income 554,383 523,435
Charge for the year 1,700,978 1,717,972
Benefits paid during the year (64,384) (549,666)
12,358,233 10,167,256

11.1.2 Movement in Present value of defined benefit plan

Present value of defined benefit obligation 10,167,256 8,475,515
Current service cost 966,186 918,406
Interest costs 734,792 799,566
Benefits Paid (64.384) (549,666)
Re-Measurements 554,383 523,435
12,358,233 10,167,256

11.1.3 Expense recognized in Profit & loss account

Current service cost 966,186 918,406
Interest costs 734,792 799,566
1,700,978 1,717,972

11.1.4 Principal actuarial assumptions

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 increase in salaries per annum 6.75% 6.25%
Average expected remaining life time of employees 9 vears 9 years

Expected charge to Profit & Loss Account for the year ended June 30, 2018 amounts to Rs.1,941.872 in
respect of Gratuity.



2017 2016

(Rupees)
12 TRADE AND OTHER PAYABLES
Trade creditors and other payables 119,119,042 © 155,281,752
Advances from Customers 7,389,115 5,526,293
Taxes Payable 204,215 94,458
Mark up Payable - 40,395
Accrued Expenses 3,405,586 2,629,723
Others 1,247,202 829,923

131,365,160 164,402,544

13 SHORT TERM BORROWINGS

Banking Companies - Secured

BAFL — Finance against Imported Material 13.1 - 17,669,366
Loan from Directors — Unsecured 13.2 50,105,342 50,105,342
50,105,342 67,774,708
13.1  The Company has obtained the facility of Finance against imported material from Bank Al-Falah

13.2

Limited amounting to Rs150 million (2016: 150 million). The facility attracts mark-up at flexible rate
linked with 3 months KIBOR plus 200 (2016: 200) basis points per annum. The facility is secured
against lien over imported documents, pledge of imported material and personal guarantees of
Directors of the Company. The Company has also been provided the facility for sight letter of credit
(SLC) of Rs. 150 million (2016: Rs.150 million) to retire import documents under SLCs. The

Company has provided the securities to the bank at nil cash margin and lien on import documents.

This represents the Interest free loan from directors received during the year ended 2015. Tt is
unsecured and interest free loan which is repayable on Demand.

14 CONTINGENCIES & COMMITMENTS

14.1

14.2

15 SALES

Contingencies

The commercial banks have issued guarantees on behalf of the Company amounted to Rs.1.131
million. (2016 : Nil)

Commitments

Commitments in respect of L/Cs at the terminal date were Rs.28.412 million (2016: 24.53 million).

Local sales 429,565,706 417,200,430
Less: Sales tax 62,873,055 65,878,951

366,692,651 351,321,479




16 COST OF GOODS SOLD

Opening stock of raw material

Purchases

Closing stock of raw material

Raw material and Store & Spares consumed
Salaries, wages and other benefits

Power & Fuel and Lubricants

Repair & Maintenance

Depreciation

Insurance

Opening stock of work in process
Closing stock of work in process
Cost of goods manufactured
Opening stock of finished goods
Closing stock of finished goods

Cost of Goods Sold

Note

16.1

42

2017 2016
(Rupees)
94,571,719 100,039,778
277,640,292 274,787,398
(78,150,880) (94,571,719)
294,061,131 280,255,457
12,035,605 11,427,605
1,380,602 1,393,398
217,230 996,333
2,404,226 2,433,240
511,316 495,869
310,610,110 297,001,902
44,236,524 51,524,170
(42,517,851) (44,236,524)
312,328,783 304,289,548
47,992,578 47,352,417
(39,658,741) (47,992,578)
320,662,620 303,649,387

16.1  Salaries and other benefits include Rs.728,990 (2016: Rs.775,858) in respect of defined benefit plan

under non-funded gratuity scheme.
17 ADMINISTRATIVE EXPENSES

Directors' Remuneration
Salaries & benefits
Travelling & Conveyance
Postage, telephone & telefaxes
Rent, rates & taxes

Vehicle running & maintenance
Legal & professional charges
Auditors' remuneration
Printing & stationery

Staff Welfare

Entertainment

Utility Charges

Fee & subscription
Depreciation

Medical Expenses

Internet Charges

Newspaper & periodicals
Provision for bad debts
Repair and Maintenance
Insurance

Advertisements

Property Tax

17.1

17.2

4.2

4,853,523 4,366,531
5,638,014 6,183,436
532,417 562,968
865,520 793,686
24,000 331,200
421,418 779,900
105,940 154,250
500,000 500,000
131,288 146,417
352,417 450,416
154,780 216,450
2,617,996 2,771,272
46,521 31,234
1,625,816 1,701,385
26,524 33,231
132,326 112,540

. 19,547
(96,735) 78,716
256,984 392,415
829,853 896,661
389,940 14,000
142,859 136,331
19,551,401 20,672,586

17.1  Salaries and other benefits include Rs.546,743 (2016: Rs.498,766) in respect of defined benefit plan
under non-funded gratuity scheme.
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19

20

21

22

17.2 Auditors' remuneration

Audit fee
Out of pocket expenses

DISTRIBUTION EXPENSES

Salaries & wages

Staff welfare

Entertainment

Printing and stationery
Telephone and postage
Travelling and conveyance
Vehicle repair and maintenance
Newspaper and periodicals
Utility charges

Depreciation

2017 2016
Note (Rupees)
475,000 475,000
25,000 25,000
500,000 500,000
18.1 5,687,410 5,325,418
326,540 433,020
255,879 346,414
85,874 132,541
203,241 265,870
450,114 872,627
365,974 963,541
63,597 81,265
104,866 980,048
4.2 5,211,839 4,590,343
12,755,334 13,991,087

18.1  Salaries and other benefits include Rs.425,245 (2016: Rs.443,348) in respect of defined benefit plan

under non-funded gratuity scheme.

FINANCE COST

Mark up on short term financing
Bank & muccadam charges

OTHER OPERATING EXPENSES

Workers' Profit Participation Fund - WPPF
Workers' Welfare Fund - WWF

OTHER OPERATING INCOME

Loss of fixed assets due to fire

Insurance claim received against loss due to fire

Gain on sale of fixed assets

Insurance claim - Others

Gain on Disposal of Investment in Associated Company

PROVISION FOR TAXATION
Current Taxation

- For the year
- For prior year

Deferred Taxa'.tion

1,546,346 2,140,856
370,207 448,204
1,916,553 2,589,060
641,088 551,644
327,835 278,279
968,923 829,923
- (4,111,467)
- 3,690,763
1,015,024 233,415
- 200,000
- 600,806
1,015,024 613,517
5,081,441 4,452 462
4,228,375 z
9,309,816 4,452,462
(5,558,540) (1,970,363)
3,751,276 2,482,099
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25.1

2017 2016
(Rupees)

EARNINGS PER SHARE - basic and diluted
There is no dilutive effect on the basic earnings per share of the Company, which is based on:
Profit for the year before taxation (Rupees) 11,852,844 10,202,953
Profit for the year after taxation (Rupees) 8,101,568 7.720,854
Number of Shares (Shares) 10.000.000 10,000,000
Earnings per share before taxation (Rupees) 1.19 1.02
Earnings per share after taxation (Rupees) 0.81 0.77
CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVE REMUNERATION

Chief Executive Directors Executives Total

2017 | 2016 2007 | 2016 2017 | 2016 2017 | 2016

Rupees Rupees Rupees Rupees

Managerial Remuneration 2265120 2006256 2265120 2006256 8820119 7424714 13,350,359 11,437,226
Utilities 323283 273,105 80914 323,283 354,019
Total 2588403 2279361 2265120 2,087,170 8820119 7424714 13,673,642 11,791,245

In addition to above, the Chief Executive and Director are provided with free use of Company maintained cars
for Company's as well as for their personal use. Whereas, no remuneration is paid to any other Director of the

Company.

FINANCIAL RISK MANAGEMENT

Credit Risk

The Company’s Credit risk exposures are categorized under the following heads:-
Exposure to Credit Risk

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to

credit risk at reporting date was:-

Trade Debtors 13,616,445 15,551,147
Advances to staff 2,619,312 3.900,137
Other Receivables 10,470,375 7.970,375
Cash at Bank 2,020,562 2,523,567

28,726,694 29,945,226

The trade debts as at the balance sheet date are all domestic debts. The aging of trade receivables at the

reporting dates is as under:-

Past due 0-30 days 7,278,794 8,134,373
Past due 31-120 days 3,048,411 4,127,760
Past due 121-365 days 2,541,265 2,756,139
More than one year 747,976 532,875

13,616,446 15,551,147

Based on the historic records, the company believes that no impairment allowance in respect of loans and
receivables is required except for the provisions provided for impairment amounting to Rs.680,822/- (2016:
Rs.777.557/-).




25.2

25.3

Liquidity Risk

Liquidity risk is the risk that the Company will not be able 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 stress conditions, without incurring

unacceptable losses or risking damage to the company’s reputation. Following are the contractual maturities of

financial liabilities, including interest payments and excluding the impact of netting agreements, if any.

2017 ‘ Carrying ! Contractual ||Six months or I Six to twelve | One to two || Two to five
amount cash flows less months years years
Trade and other p:iyahles 122,728 843 122,728,843 69,949,742 52,779,101 2 =
Unclaimed dividend 1,844,946 1,844,946 1,844,946 - - -
Financial charges payable - - - - - -
Short term borrowings 50,105,342 50,105,342 - 25105342 25,000,000 -
Total 174,679,131 174,679,131 71,794,688 77,884,443 25,000,000 -
2016 Carrying ‘ Contractual ||Six months or || Six to twelve | One to two || Two to five
amount cash flows less months years years
Trade and other payables 158,005,933 158,005,933 108,420,456 49585477 - -
Unclaimed dividend 1,844,946 1,844 946 1844946 - - -
Financial charges payable 40,395 40,395 40,395 - - -
Short term borrowings 67,774,708 67,774,708 67,774,708 - - -
Total | 227,665,982 227,665,982 178,080,505 49,585,477 - -
Market Risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in interest rate, foreign currency, commodity price and equity price that will affect the Company’s
income or the value of its holdings of financial instruments.

25.3.1 Interest Rate Risk

At the reporting date the interest rate profile of the Company’s interest bearing financial instruments

were:-

Particulars 2017 2016 2017 2016
Effective rate in % Carrying amount (Rs.)

Financial Liabilities

Variable Rate instruments:-

Short Term Borrowings 8.25t0 10.85 ”1'2525“} 50,105,342 67,774,708

Fair value of sensitivity analysis for fixed rate instruments

The company does not account for any fixed rate financial assets and liabilities at fair value through
profit and loss. Therefore a change in interest rate at the reporting date would not affect profit and loss
account.

Cash flow sensitivity analysis for various rate instruments

A change of 100 basis points in interest rate at the reporting date would have increased/ (decreased)
profit or loss by amounts shown below. This analysis assumes that all other variables, in a particular
foreign currency rate (if any), remains constant. The analysis is performed on the same basis as for the

previous vear:-
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Increase Profit  (Decrease) Profit

As at June 30, 2017 501,053 (501,053)
As at June 30, 2016 677,747 (677,747)

The sensitivity analysis prepared is not necessarily indicative of the effect on Profit for the year and
assets / liabilities of the company.
25.3.2 Price Risk

Price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market prices (other than those arising from interest rate risk or currency risk).
The company is not exposed to any price risk as there are no financial instruments at the reporting date
that are sensitive to price fluctuations.

25.3.3 Currency Risk

The company is exposed to currency risk on import of raw materials mainly dominated in US dollars.
The Company’s exposure to foreign currency risk for US Dollars is as follows:-

2017 2016
(Rupees)
Outstanding Letter of Credits (Rs.) 28,412,470 24,531,926
Average Rate 104.65 104.49
Reporting date rate 104.80 104.70

25.3.4 Sensitivity analysis
At reporting date, if the PKR had strengthened by 10% against the foreign currencies with all other

variables held constant, post-tax Profit for the year would have been higher by the amount shown

below, mainly as a result of net foreign exchange gain on translation of outstanding letter of credits.
The effect on Profit and loss Account is (Rs.) 2,841,247 2,453,193
The weakening of PKR against foreign currencies would have an equal but opposite impact on the post

tax profit. The sensitivity analysis prepared is not necessarily indicative of the effects on (loss) /profit
for the year and assets/liabilities of the Company.

Fair value of financial instruments

The carrying values of the financial assets and financial liabilities approximate their fair values. Fair value is
the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties
in an arm’s length transaction.

Capital Risk Management

The Company’s prime objective when managing capital is to safeguard its ability to continue as going concern
in order to provide adequate returns for shareholders and benefits for other stakeholders and to maintain an
optimal capital structure to reduce the cost of capital.

In order to maintain or adjust capital structure, the Company may adjust the amount of dividends paid to
shareholders, issue new shares or sell assets to reduce debt.

Consistent with others in the industry, the Company monitors capital on the basis of the gearing ratio. This
ratio is calculated as debt divided by total capital employed. Total capital employed is calculated as equity as
shown in the balance sheet plus debt.

Total Debt 75,105,342 92,774,708
Total Equity 193,208,415 185,661,230
Total Capital Employed 268,313,757 278,435,938
Gearing Ratio 27.99% 33.32%
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TRANSACTIONS WITH RELATED PARTIES

The Company’s related parties include associated companies, entities over which directors are able to exercise
influence, subsidiaries, staff retirement fund, directors and key management personnel. Transactions with
related parties are disclosed as under:-

Description Nature of transaction Amount Cutstapding
balance

Al-Khair Global (Private) Limited Purchase of materials 34,234,748 3,701,160
Al-Khair Global (Private) Limited  Sales 8,364,447 -
Noble Foam (Private) Limited Purchase of materials 9,874,800 =

26.1  Loan from Directors

This represents the Interest free Loan from Directors received during the year ended 2015. Tt is unsecured and
interest free loan which is repayable on Demand.

CAPACITY AND PRODUCTION

2017 2016

Tons Tons
Rated capacity 13,280 13,280
Capacity utilized 1,105 1,374

It is important to disclose that the capacity of plant is utilized according to the demand of the products.

NUMBER OF EMPLOYEES 2017 2016
Total number of Employees 178 174
Average number of Employees 175 176
FIGURES

- have been rounded off to the noarest rupee

- of previous year have been re-classified where necessary for comparison purpose.
DATE OF AUTHORIZATION

These financial statements were authorized for issue on September 22, 2017 by the Board of Directors of the
Company.

MOHAMMAD AFZAL SHEIKH MOHAMMAD SAEED SHEIKH
Lahore: September 22, 2017 Chairman Chief Executive
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Investment Measures

Share Capital

Shareholders' Equity

Profit / (loss) before taxation
Profit after taxation
Dividend Per share

Earnings / (Loss) per share - Rs.

Break-up value per share - Rs.
Measures of Financial Status
Current Ratio

No of days — Stock
No of days - Debtors

YEAR WISE STATISTICAL SUMMARY

2017

100
193.21
11.85
8.10

0.81
19:32

1.74:1
195
13.60

Measures of Financial Performance

Return on Capital Employed
Gross Profit Ratio
Profit before tax to sales
Profit after tax to sales

Debt Equity Ratio

3.51%
12.55%
3.23%
2.21%
27.99%

2016 2015 2014
(Amount in millions)
100 100 100
185.66 178.46 182.30
10.20 1.40  (18.33)
7.72 (3.70)  (26.27)
0.77 (0.37) (2.63)
18.57 17.85 18.23
1.55:1 1.37:1 1.33:1
232 179 96
14.37 12.38 912
350%  -1.31% -10.05%
13.57%  13.78% 7.15%
2.90% 035% -3.57%
2.20%  -0.92%  -5.12%
33.32%  43.34%  43.06%

2013

100
208.80
40.13
25.30

2.53
20.88

1.39:1
63
2.36

18.56%
11.90%
3.50%
221%
33.44%

2012

100
198.99
35.06
45.05
1.50
451
19.89

1.39:1
166
39.00

11.24%
14.30%
4.02%
5.16%
40.36%




PATTERN OF HOLDING OF THE SHARES HELD
BY THE MEMBERS OF AL-KHAIR GADOON LIMITED
AS AT JUNE 30, 2017

Number of HOLDING

Sr. No. Shteholaae From To Total Shares Held

: 32 | 100 500

2 184 101 500 91,236

3 58 501 1000 58,000

- 62 1001 5000 177,502

5 15 5001 10000 115,500

6 5 10001 15000 64,500

7 1 15001 20000 20,000

8 1 20001 25000 22,500

9 | 30001 35000 32,000

10 1 60001 65000 60,500

H 1 95001 100000 98,423

12 1 120001 125000 122,737

13 1 245001 250000 250,000
14 1 265001 270000 266,200
15 1 350001 355000 351,500
16 1 370001 375000 373,500
17 1 380001 385000 383,500

18 1 450001 455000 450,500

19 3 495001 500000 1,497,000

20 3 600001 605000 1,805,000
21 1 665001 670000 666,500

22 1 675001 680000 676,291
23 1 695001 700000 699,000
24 1 795001 800000 800,000

25 1 915001 920000 917,611

379 10,000,000

Categories of Shareholders No. of Shareholders || No. of Shares held Percentage

Individuals 372 9,996,120 99.961%
Investment Companies 1 500 0.005%
Joint Stock Companies 6 3,380 0.034%
379 10,000,000 100.000%




PATTERN OF SHAREHOLDING

No. of Shares

SHARES HELD BY ICP 500
DIRECTORS

a) Mr. Mohammad Afzal Sheikh Chairman/Director 676,291
b) Mr. Mohammad Saeed Sheikh Chief Executive 603,000
¢)  Mr. Mohammad Amin Sheikh Director 917,611
d) Mr. Sheikh Pervaiz Afzal Director 699,000
e) Mrs. Parveen Afzal Director 601,000
) Mrs. Farnaz Saeed Director 800,000
2) Mrs. Nafeesa Amin Director 500,000
h) Mr. Tahir Subhani Independent Director 500
4,797,402

SPOUSE AND CHILDREN
a) Mr. Nadeem Afzal s/o M. Afzal Sheikh 601,000
b) Mr. Ali Afzal s/o M. Afzal Sheikh 266,200
c) Miss Huma Afzal d/o Sheikh Pervaiz Afzal 450,500
d) Mr. Muhammad Saad 499,000
e) Mr. Muhammad Ahmed 373,500
2,190,200
PUBLIC SECTOR COMPANIES 3,380
GENERAL PUBLIC 3,008,518
10,000,000

SHAREHOLDING 5% OR MORE
Mrs. Mahmooda Igbal 666,500

Trades in the shares by Directors, CEO, CFO, Company Secretary, Executives and their
Spouses and Minor Children

Name Sale Purchase
Mr. Ali Afzal ' : 144,500
Miss Huma Afzal 5 350,500

Mr. Muhammad Ahmed - 275,500




Form of Proxy

I/We

of

a member of AL-KHAIR GADOON LIMITED

hereby appoint

of

or failing him

of

who is/are also member/s of AL-KHAIR GADOON LIMITED to act as my/our proxy and to
vote for me/us and on my/our behalf at the Annual General Meeting of the shareholders of the
Company to be held on the 27th day of October 2017 and at any adjournment thereof.

Signed this

day of 2017,
Folio CDC Participant CDC Account/ No. of
No. ID No. Sub-Account No. Shares held
Signature over
Revenue Stamp
Witness 1 Witness 2
Signature Signature
Name Name
CNIC No. CNIC No.
Address Address
Notes: 1.  The proxy must be a member of the Company.
2. The signature must tally with the specimen signature/s registered with the Company.
3. If a proxy is granted by a member who has deposited his/her shares in Central

Depository Company of Pakistan Limited, the proxy must be accompanied with
participant's ID number and CDC account/sub-account number along with attestad
photocopies of Computerized National Identity Card (CNIC) or the Passport of e
beneficial owner. Representatives of corporate members should bring the usual
documents required for such purpose.

The instrument of Proxy properly completed should be deposited at the Corporate
Office of the Company not less than 48 hours before the time of the meeting.
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BOOK POST

if Undelivered, Please Return To:

Al-Khair Gadoon Ltd.

43-T, Gulberg II, Lahore.
UAN: (+92-42) 111-111-043 Tel: (+92-42) 35716580-86 Fax: (+92-42) 35716588-35753719
E-mail: info@alkhairgadoon.com, alkhairgroup@hotmail.com
URL: www.alkhairgadoon.com



