










































































































































































































































































































































































































































































































































































and machinery of flexible packaging division as mentianed in note 4.1.1 te these linancial statements
which are depreciated using the units of production method. Depreciation is charged frem the month in
which an asset is available for use, while no depreciation is charged in the month in which an asset is
disposed off.

Maintenance and repairs are charged to the statement of profil or loess as and when incurred. Major
renewals and improveaments which increase the asset's remaining useful econamic life or the performance
beyond the current estimzted levels are capitalized and Lhe assels sa replaced, if any, are retired.

Gains or losses on dispasal of property, plant and eguipiment, if any, are recognized in the statement of
prefit or loss.

The carrying values of property, planl and equipmenl are reviewed for impairment annually when events
or changes in circumstances indicate that ihe carrying values may nol be recoverable. H such indicalions
exist and where the carrying vzlues exceed the estimaled recoverable amounts, the assets are wrilten
down to the recoverable amounts.

3.2 Intangible agsets

An inlangible assel is recognized if it is probable that the future economic benefits 1hat are attributable
to 1he asset will flow Lo the Company and the cost of such assets can alse be measured reliably.

Computer software and implementation casts thal are directly associated with the compuler and
computer cantrolled machines which cannot aperate without the related specific software, are included
in the cost of respective assets. Safiware which is nol an inlegral parl of the related hardware is classified
as intangible asset.

Intangible assets are staled at cost less accumulzted amortization and impairment loss, it any. Intangible
assets are amortized on straight line method when assets are available for use. Amartizatian is charged
from the month of the year in which additien / capitalization eccurs while no amortization is charged in
the manth in which an asset is disposed off.

a3 Investments
3.3.1  Joint Venture

The Company has interest in a jaintly centrolled entity. The Company combines its share and recognizes
its interest in the joinl veniure using the equily method. Under equity method, 1he investment in joint
venture is carried in the statement of financial position al cost plus post acquisition changes in the
Company’s share af net assets of the joint venture. The statement of profit or loss reflects the share of
the results of operations of joint venture.

After application of the equity method, the Company determines whether it is necessary to recognize
an addilional impairment lass an the Company’s investiment in joint venture. The Company determines
at each reporting date whether there is any objective evidence that the investment in joint venture is
impaired. H this is the case, the Company calculates the ameunt of impairment loss as the difference
between the recoverable amount of jeinl venture and their carrying value and recognizes the amount in
the statement of profit or loss.

Financial statements of jeint venlure are prepared for same reporting period as that of the Company,
using cansistent accounting policies in line with that of the Company.

3.3.2 At fair value through other comprehensive income
These investments are initially recognized at cost, being the fair value of the consideration paid including

transaction cost. Subsequent to initial recognilion, these investments are re-measured at fair value
{quoted market price).
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All gains or losses from change in the fair value of these investments are recagnized directly in other
comprehensive income.

3.3.3 At fair value through profit or loss

Financial assets that are acquired principally for the purpose of generating profit from short-term
fluctuation in prices are classified as 'financial assets at fair value through profit ar loss’ category.

These investments are initially recognized at fair value, relevant transaction costs are taken directly to
the statement of profit or loss and subsequently measured at fair value. Net gains and Ipsses arising an
changes in fair value of these financial assets are taken to the statement of profit or loss in the period in
which they arise.

3.4 Stores, spare parts and lcose tools
These are valued at lower of weighted average cost and estimated NAV except items in-transit, if any,
which are stated at invoice value plus other charges incurred thereon up to the date of the statement of

financial pasition.

Provisian / write-off, if required. is made in financial statements for slow maoving. obsolete and unusable
items to bring their carrying value down to NV,

3.5 Stock-in-trade
Naw matenals and finished goads are valued at lower of weighted average cost and estimated NRY,
except items in-transit. if any, which are valued at cost comprising invoice values plus other charges
incurred therean up ta the date of statement of financial position,
Wark-in-process is valued at weighted average cost including a proportion of manufacturing averheads.

Cost signifies in relation ta:

Raw and packing material - Purchase cost and ather direct expenses on weighted
average basis

Finished goods and wark-in-process - Costofdirect material, labaur and proportion of manufacturing
overheads
Stock-in-transit - Inveoice value plus other charges paid therson up to the

statement of financial pasition date
Provisian, if required is made in the financial statements for slow moving, obsolete and unusable items
to bring their carrying value down to NIV, NIV signifies the estimated selling price in the ordinary course
of business less the estimated cost of completion and selling expenses,
3.6 Trade debts, loans, depoesits and other receivables

Trade debts. loans, deposits and other receivables are stated initially at fair value and subsequently
measured at amortized cost using the effective interest rate method. Provision is made on the basis of
lifetime ECLs that result from all possible default events over the expected life of the trade dehts, loans
and other receivables. Bad dehts are written off when considered irrecoverable,

3.7 Cash and cash equivalents

These are stated at cast. For the purpose of statement of cash flows, cash and cash equivalents comprise
of cash in hand and bank halances.

186 | Cherat Packaging Limited



3.8 Share capital
Ordinary shares are classified as equity and recognized at therr face value. Incremental costs directly
attributable to the issue of new shares or options are shown in equity as a deduction, net of tax, from the
proceeds.

3.9 Financial Instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial
liability or ecuity instrument of another entity.

3.9.1 Financial assets

The financial assets of the Company mainty include investments excluding investment in a jeint venture,
loans, deposits, trade debts, other receivables and cash & bank balances.

On initial recognition, a financial asset is classified as measured at amortised cost, Fair Value through
Other Comprehensive Income (FVYOCI) - debt investment, FYOCI — equity investrent, or Fair Value
through Profit or Loss (FVTPL).

The classification of financial assets is generally based on the business model in which a financial asset
is managed and its centractual cash flow characteristics.

Based on the business model of the Company, the financial assets of the Company are measured and
classified as follows:

- Investments, excluding investment in a joint venture are carried at FYOCI - equity investment; and
- Trade debts and other financial assets are carried at amoertised cost.
3.9.2 Financial liabilities
Financial liabilities - loans and borrowings are initially recognized at fair value, net of transaction costs
incurred and subsequently carried at amortized cost using the effective interest method. These are
classified as current liabilities unless the Company has an unconditional / contractual right to defer
settlement of the liability for at least twelve months after the statement of financial posrtion date. The
Company has not designated any financial liabilities at FVTPL.
3.9.3 Offsetting of financial assets and liabilities
Financial assets and liabilities are offset and the net amount reported in the statement of financial
posttion iIf, and only if, there 1s a currently enforceable legal right to offset the recognised amounts and
there is an intention to settle on a net basis or 1o realize the assets and setile liabilities simultaneously.
Incomes and expenses arising from such assets and habilities are also offset accordingly.
3.10 Government grant
Government grants are recogmized where there Is reasonable assurance that the grant will be receed
and all attached conditions will be complied with. When the grant relates to expense, it 1s recognized
as ncome on a systematic basis over the periods that the related costs, for which it is intended to
compensate, are expensed out.

3.11  Trade and other payables

Liabilities for trade and other amounts payable are carried at cost which is the fair value of the consideration
to be paid in future for goods and services received, whether or net billed te the Company.
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3.12 Contract liabilities

A contract hability is the obligation to transfer goods or services te a customer for which the Company
has received consideration {or an amount of consideration is due) from the customer. If a customer pays
consideration before the Company transfers goods or services to the customer, a contract habilty 1s
recognised when the payment is made or the payment is due {whichever 1s earlier). Contract liabilities
are recognised as revenue when the Company performs under the contract.

3.13 Foreign currency transactions

Transactions In foreign currencies are translated into Pakistani Rupees at the foreign exchange rate
ruling at the date of the transacticon. Monetary assets and habilties denominated in foreign currencies at
the statement of financial position date are translated into Pakistani Rupees at the foreign exchange rate
ruling at that date. Moreign exchange gains and losses resulting from the settlement of such transactions
and from the translations at the year-end exchange rates of monetary assets and hakilities denominated
in foreign currencies are recognized in the statement of profit or loss.

3.14 Revenue recognition

Revenue is recognized at the point In time when control of the asset 1s transferred to the customer. The
Company has concluded that it 1s acting as a principal in its revenue arrangements. Revenue is measured
at fair value of the consideration received or receivable and 1s recogrized on the following basis:

3.14.1 Sale of goods

Revenue from sale of goods is recognized when or as control of goods have been transferred to a
customer ether over time or at a point in time, when the performance obligations are met. It 1s recorded
at net of trade discounts and rebates.

3.142 Other income

Profit on savings accounts is recognized on effective interest rate method.
Dividend income is recognized when the right to receive such payment is established.

Other revenues are accounted when performance obligations are met,
3.15  Staff retirement benefits
3.15.1 Gratuity fund

The Cornpany operates an approved and funded gratuity scheme for all eligible employees who have
completed the minimum qualifying period of service, The scheme is administered by the trustees
nominated under the trust deed. The cantributions to the scheme are made in accardance with actuarial
valuation using Projected Unit Credit methaod, Actuanal gains and losses are recagnized in full in the
period in which they occur in the other comprehensive income, All the past service costs are recognizedd
at the earlier of when the amendrnents or curtailment ocours and when the Company has recognized
related restructuring or terminations benefits,

3.15.2 Provident fund
The Company pperates an approved defined contnbutory provident fund scheme for all permanent

employees whao have completed the minimum gqualifying period of service, Equal monthly contributions
are made by the Company and the emplayees to the fund at the rate of 8,.33% of basic salary.
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3.16 Provisions

Provisions are recognized when the Company has a present {legal or constructive) obligation as a result of
past events, 1t I1s probable that an outflow of resources embodying economic benefits will be required to
settle the obligation and a reliable estimate of the obligation can be made. Provisions are reviewed at each
statement of financial posrtion date and adjusted to reflect the cunrent best estimate.

3.17 Taxation

3.17.1 Current

Provision for current tax is based in accordance with Income Tax Ordinance, 2001,

3.17.2 Deferred

Deferrad tax is recognized using the balance sheet liability rmnethod, on all temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts appearing in the financial
statements. Deferred tax hiabilities are recognized far all taxable temporary differences, Deferred tax
assets are recognized for all deductible temparary differences to the extent that it is prabable that the
ternporary differences will reverse in the future and taxable income will be available against which the
ternporary differences can be utilized.

The carrying ampunt of deferred tax assets is reviewed at each statement of financial position date and
reduced to the extent that it is ne longer prabahle that sufficient taxable profit will he available to allow
all or part of the deferred tax assets to be utilized.

As the provision for taxation has been made partially under the nomal basis and partially under the final
tax regirme, therefore, the defered tax liability has beenrecognized on a propartionate bazis in accordance
with Technical Release 27 issued hy the Institute of Chartered Accountants of Pakistan,

Deferrad tax assets and liabilities are measured at the tax rates that are expected ta apply to the period
when the asset iz realized or the ligbility is settled, based an tax rates and tax laws that have been
enacted or substantially enacted by the staternent of financial position date.

Deferrad tax assets and liabilities are offset anly if there is a legally enforceable right to offzet cumrent tax
assets and liabilities and they relate to the income tax levied by the same tax authority,

3.17.3 Sales tax
Revenues, expenses and assets are recognized net of amaunt of sales tax except:

- where sales tax incurred on g purchase of asset or service is not recoverable from the taxation
authority, in which case the sales tax is recognized as part of the cost of acquisition of the asset ar
as part of the expense item az applicable;

- receivables or payables ihat are stated with the amount of sales tax included: and

- the net amount of sales tax recoverable from, or payable to, the taxalion authority is included as panl
of assets ar liabilities in the statement of financial position.

3.18 Earnings per share

The Company presents basic and diluted Earnings Per Share {CPS) data for its ordinary shares. Basic EPS
15 calculated by dividing the profit or loss attributable to ordinary shareholders of the Company by the
weighted average number of ordinary shares outstanding during the period. Diluted EPS is determined
by adjusting the profit or loss attributable to ordinary sharehclders and the weighted average number of
ordinary shares outstanding adjusted for the effects of all dilutive potential ordinary shares.
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3.19  Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset that
necessarily takes a substantial period ot time to get ready for its intended use or sale are capilalized as
parl ol ihe cost of the respective assets. All other borrowing costs are expensed in the period in which
they occur. Borrowing costs consist of interest and other costs that an entity incurs in connection with
the borrowing of funds.

3.20 Impairment of non-financial assets

The canrying amount of non-financial assets other than inventories are assessed at each reporting date
te ascertain whether there is any indication of impaiment. If any such indication exists then the asset’s
recoverable amount is estimated. An impairment loss is recognized, 2s an expense in the statement of
profit or loss, for the amount by which the asset's carrying amount exceeds its recoverable amount. |he
recoverable amount is the higher of an asset’s fair value less cost to sell and value in use. Value in use
is ascertained through discounting ot the estimated future cash flows using a discount rate that reflects
the current market assessments of the time value ol money and the risk specific to the assets. For the
purpose of assessing impairment, assets are grouped at the lowest levels for which there are separately
identitiable cash flows (cash generating units).

3.21 Impairment of financial assets

The Company recognizes an allowance for expected credit losses {(ECLs) tor all debt instruments not
held at fair value through profit or loss. ECLs are based on the difference between the contractual cash
flows due in accordance with the contract and all the cash flows that the Company expects to receive,
discounted at an approximalion of the original effective interest rate. 1he expected cash flows will include
cash flows from the sale of collateral held or other credit enhancements that are integral to the contractual
terns. For trade debts, the Company applies a simplified approach in calculating ECLs. Theretore,
the Company does not track changes in credit risk but instead recognizes a loss allowance based on
lifetime ECLs at each reporting date. [he Company has established a provision matrix that is based on
its historical credit loss experience, adjusted 1or forward-lcoking factors specific to the debtors and the
economic environment. [he Company considers a financial asset in default when contractual payiments
are 180 days pasl due. Further, the Company may consider a financial asset to be in default when internal
or external infermation indicates thal the Company is unlikely to receive the outstanding contractual
amounts in tull before taking inte account any credit enhancements held by the Cempany. A financial
assel is written otf when there is no reasonable expectation of recovering the contractual cash flows.

3.22 Dividend and appropriation to reserves
Dividend and appreprialion to reserves are recognized in the financial statements in the period in which
these are approved. lransfer between resenves made subsequent to the statement ot tinancial pesition
date is considered as a non-adjusting event and is recognized in the financial statements in the pericd
in which such transfers are made.

3.23 Functional and presentation currency

These tinancial statements are presented in Pakistani Bupees. which is the Company’s tunctional and
presentation currency.

3.24 Segment reporting
Segment reporting is based on the operating (business) segments of the Company. An operating

segment is a component ol the Company that engages in business activities trom which it may earn
revenues and incur expenses, including revenues and expenses that relate to transactions with any of
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