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Vision 

Dynamic, Quality Conscious and Ever Progressive 

Mission 

• To be market leader in providing safe, economical, durable, 

comfortable and environment friendly means of transportation 

of international quality at competitive prices 

• To achieve market leadership in automotive wheel-rims of all 

types and sizes 

• Grow through innovation of new products and 

• Give higher return to the stakeholders. 

Corporate Strategy 

Achieve optimal performance in production and sale; continuously 

add value added products at competitive prices by maintaining 

"quality" as core element; focus on customers' satisfaction regarding 

sale, spares and service; explore new markets and enhance customers 

base; ensure right usage of company's resources; create employment 

opportunities; protect the interest of stakeholders; and be a part of 

the country's development. 
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CHAIRPERSON'S REVIEW REPORT practices, system of risk identification, risk management 
and related internal controls is sound in design and is 

This review report has been prepared in compliance with 
Section 192(4) of the Companies Act, 2017 on the overall 
performance of the Board of Directors (the Board) of 
Sazgar Engineering Works Limited (the Company) and 
effectiveness of the role played by the Board in achieving 
the Company's objectives. 

implemented effectively with continuous monitoring. The 
Company is committed in discharging its Corporate Social 
Responsibility. Research and development work is 
continuously carried on for the innovation of new 
products and or to make the production and existing 
products more efficient to maintain or expand its market 
share. 

The Board performance has been evaluated in accordance 
with the mechanism set by the Board for this purpose and 
overall results are satisfactory. The Company has not only 
achieved highest sales volume of Rupees 3.968 billion but 

1 would like to place on record my appreciation for the 
untiring efforts, teamwork and dedication shown by the 
Company's employees during the year under review. 

also commenced expansion of business by setting up of a 
new project for the manufacturing/ assembly of four 
wheeler vehicles. 

1 would also like to express my gratitude to the valued 
shareholders, customers, suppliers and financial 
institutions for their continued support to the Company. 

The Board has been constituted with a balance of Lahore 
executive, non-executive and independent directors with 
requisite skills, competencies, knowledge, experience and September 24, 2018 
gender diversity with reference to the Company's 
operations. 

The Board exercised all its powers in deciding the 
significant matters; five (5) Board meetings were held 

Mrs. Saira Asad Hameed 
(Chairperson) 

during the year in timely manner and sufficient time was 
spent by the Board to decide the matters. The directors 
actively participated in the process of decision making and 
provided their valuable contribution. Board committees 
have functioned in accordance with their terms of 
reference diligently. 

The Board ensures that the vision, mission and overall 
corporate strategy of the Company has been prepared 
and adopted and adequate resources are in place to 
achieve the desired business targets. 

The Board continuously monitors the performance of 
management as well as appropriateness of the financial 
accounting and reporting frame work of the Company. 
The Board ensures that periodical and annual financial 
statements are prepared, reviewed and audited by the 
external auditors in timely manner. 

The Board ensures that the company is in compliance of 
its statutory obligations and good corporate governance 
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Profit Before Taxation: 

Company's profit before taxation has increased from 
Rupees 204.11 million to Rupees 254.68 million showing 
an increase of Rupees 50.56 million compared with the 
corresponding period of last year. 

Earnings Per Share: 

The Earnings per share of the Company has increased 
from Rs. 6.62 (restated) to Rs.8.62 as compared to 
corresponding period of last year showing a substantial 
increase in profits available for distribution to 
shareholders. 

Production: 

During the year, the company produced highest volume 
of Auto Rickshaws and achieved more than 100% of 
capacity utilization. The production of 21,722 units of 
Auto Rickshaws is reflecting a 2.50% rise, compared 
with 21,193 units produced during the corresponding 
period of last year. The excess production of Auto 
Rickshaws over normal capacity is due to working in 
over time schedule to meet the increased market 
demand. 

Whereas the production of tractor wheel rim was 
106,593 compared with 94,307 during the same 
corresponding period of last year showing an increase 
of 13.02%. 

RISKS AND UNCERTAINTIES: 

Risks; 

The company is exposed to a large number of internal 
and external risks. Risk is the chance of happening of an 
event that can prevent the company from achieving its 
objectives. 

All Risks cannot be eliminated, these can be managed, 
mitigated and transferred to third party. 

The board of directors has overall responsibility to 
establish and oversee the Company's Risk Management 
framework. 

The board has established Risk Management Policies for 
the governance of risks and determination of company's 
level of risk tolerance. The board reviews annually to 
ensure that the management has maintained a sound 
system of risk identification, risk management and 
related internal controls to safeguard the assets, 
resources, reputation and interest of the company and 
shareholders. The system is subject to continuous 

monitoring for its further improvement. 

The following are some of principal risks being faced by 
the company: 

Law and Order Position: 

The Company is carrying a major market share of auto 
rickshaw sale in Karachi, therefore, significance of law 
and order position in the city is sensitive for the 
company. Any deterioration in law and order position, if 
any, in Karachi may adversely affect the sale of auto 
rickshaws. However, the Company is hopeful that the 
law enforcing agencies will continue their efforts to 
bring peace in the country and particularly in Karachi. 
Further, the Company is increasing and strengthening 
its sales network in other cities that would help to 
mitigate any adverse effect of the situation. 

Availability and Prices of Raw Material: 

Due to closure of Pakistan Steel Mill, the production of 
tractor wheel rims and sheet metal components of auto 
rickshaw is dependent on the availability of imported 
steel in the International market, therefore, any hurdle 
in its availability and volatility of its prices may 
adversely affect the production, input cost and supply 
of tractor wheel rims and sheet metal components of 
auto rickshaw. 

Further any failure or hurdle in supply of critical parts of 
auto rickshaws, which are procured from single source, 
may disturb the production of auto rickshaws. To avoid 
such kind of situation, company carries higher level of 
stocks of those parts and continuously monitor the 
supply chain and keeps close contact with the supplier 
to solve any issue at an early stage. 

Currency Devaluation: 

Material devaluation of Pak Rupee, if any, may 
deteriorate the profitability of the Company. The 
company has a planning of availing the hedging and 
forward cover booking of foreign currency facility upon 
its availability (if it is feasible). 

Economic & Political conditions: 

Overall stable economic and political conditions in the 
country have a significant influence on the company's 
success. Any instability may have adverse effects on the 
company's revenue and profitability. 

General Market Conditions; 

The product range of the company in auto rickshaw 
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category is very successful and contributes to it in 
advantageous position compared with the competitors. 
Any aggressive pricing policy, introduction of new 
products and aggressive change in after sales policy by 
competitors may result in lower revenue, lower 
profitability or lower market share of the company. 

The company carries out continuous monitoring of 
competitors in order to recognize these risks at an early 
stage. Depending on the situation, product-specific and 
possible regionally different measures are taken to 
support the weaker markets. 

Regulatory and Taxation Policy; 

The automotive industry is subject to various 
governmental regulations. Any adverse and sudden 
change in the Governments' taxation and regulatory 
policy may have considerable impact on the company's 
future business. 

Sudden break down of Plant & Equipment: 

Any sudden break down of manufacturing plant and 
equipments may lead to stoppage of production and 
can create a risk in achieving the desired business 
targets. In order to secure and enhance the long term 
future viability of production facilities, the equipments 
are continually maintained and modernized. 

The natural disasters are out of control of the company. 
However, the company takes appropriate precautionary 
measures, as far as possible, and also arrange insurance 
policies. 

Financial Risks: 

These risks have been stated in note 41 to the audited 
financial statements. 

Warranty cases: 

Warranty cases could arise if the quality of the products 
does not meet the requirements and regulations are 
not complied with or support is not provided in the 
required form in connection with product problems and 
product care. Possible claims with such risks are 
examined and if necessary appropriate measures are 
taken for the affected products. The company works 
continuously to maintain the product quality at required 
level to supply the best possible products to the 
customers. 

Uncertainties: 

• Volatility in prices of raw materials 

New government's taxation and regulatory policies 
Pak Rupee parity against foreign currencies 
Law and order situation in the country 
Supply of electricity to the industry 
Political and economic stability 
Inflation Rate 

MATERIAL CHANGES: 

No material changes or commitments affecting the 
financial position of the company have taken place 
between the end of the financial year and the date of 
the Report except as disclosed in the Directors' Report 
and financial statements. 

CASH DIVIDEND: 

The Board of Directors, at their meeting held on 
September 24, 2018 has not recommended a cash 
dividend keeping in view the requirement of funds for 
the setting up of new project for the 
manufacturing/assembly of four wheeler vehicles. 

FUTURE OUTLOOK: 

The new government has to face big economic 
challenges including depleting foreign reserves due to 
widening of current account deficit and repayment of 
previous loans, rising inflation rate, foreign policy etc. 
The government has to put in place a very 
comprehensive plan to manage the current situation 
prudently and has to take corrective measures to boost 
the economic activities in the country. 

Very short time has passed since the new government 
has formed. It is hoped that soon the government will 
introduce its policies to put the economy on right track 
of prosperity. Insha Allah. 

Your company is keeping close eye on the situation and 
efforts are being made not only to maintain the existing 
growth rate of business but also to increase the market 
share of its products. 

4-Stroke Auto Rickshaw: 

Auto Rickshaw is playing a significant role in fulfilling the 
transportation needs of the general public. Urbanization 
trend of the society and enlargement of big cities is 
creating more demand of public transport facility. Auto 
rickshaw has become a key source for the movement of 
people from one place to other due to its availability at 
the door step of the people. 

Constant devaluation of Pak Rupee has increased the 
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input cost of auto rickshaws that forced the company to 
increase the prices of its products during the current 
financial year as well as subsequent to the period under 
review. It is estimated that the rise in prices of auto 
rickshaws may slow down the sales volume in the 
coming periods. 

The Company will continue its policy of Research and 
Development to innovate new products as well as to 
improve the quality of existing products to remain 
ahead of the competition. 

Looking ahead your Company expects a substantial 
revenue and profitability from this segment of business, 
INSHA ALLAH. 

Automotive Parts: 

Tractor industry has regained its market position and 
showed a substantial growth in current financial year. It 
is hoped that this growing trend will continue in coming 
financial year and your company will receive increased 
orders of wheel rims from the tractor assemblers. 

The Company expects substantial revenue and income 
from this segment of business. 

Exports: 

Your Company is continuously making efforts to 
increase exports of Auto Rickshaw to Afghanistan, Japan 
and other countries and it is hoped that the Company 
will receive increased orders in the coming financial 
year. 

BUSINESS EXPANSION: 

Passenger and Off-Road Vehicles; 

During the year, the Company has entered into a 
Vehicle Assembly and Cooperation Agreement with a 
renowned Chinese Automobile manufacturer for the 
manufacture/ assembly of passenger and off-road 
vehicles under brand "BAIC". 

The setting up of the project is under process and is 
estimated to be completed by June 30, 2019 with a 
production capacity of 24,000 units per annum. 

Initially the cost of project was estimated at Rs. 1,760 
million excluding the value of land which is already 
owned by the Company. However, due to constant 
devaluation of Pak Rupee, the company is in the process 
of reviewing the project cost. 

The principle risks associated with this project are given 

below: 

• Any adverse change in regulatory policies 
specifically auto development policy 2016-21 

• Product acceptability by the customers 
• Devaluation of Pak Rupee 
• Large number of competitors 

Purchase of additional land: During the year, the 
Company also purchased nearly 55 kanals 5.14 Maria 
of land adjacent to the existing land of proposed four 
wheeler project valuing Rs. 87.86 million to fulfil the 
future needs of the project. 

Holding of Auto Rickshaw Expansion Facilities: 

Considering the potential growth and future prospects 
of the automobile sector in Pakistan and in order to 
facilitate the timely completion of the new four 
wheeler Project; the Board had decided to hold the 
expansion of auto rickshaws production facilities during 
the period under review. 

The production of Auto Rickshaws will continue at the 
existing production facilities of the Company and the 
growing market demand of the auto rickshaws shall be 
met by increasing the production hours of these 
production facilities. 

CORPORATE SOCIAL RESPONSIBILITY: 

Corporate Social Responsibility is the continuing 
commitment by business to behave ethically and 
contribute to economic development while improving 
the quality of life of the workforce and their families as 
well as of the local community and society at large. 
During the year, the company carried out the following 
activities under CSR: 

Health: 

Company made contribution of Rs. 300,000/- in cash 
and donated three units of auto rickshaw ambulances 
to various hospitals which provide free of cost medical 
facilities to the poor or deserving people of the society. 

Education: 

Company donated a sum of Rs. 200,000/- to the 
institutions which are not only looking after the poor 
children but are also providing them education free of 
cost. 

Financial Assistance: 

Company spent Rs. 436,390/- on the welfare of 
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deceased's workers tamilies to meet their household 
and children's education expenses. 

Hajj Sponsorship: 

Every year Company sends two employees on Hajj 
which provides them great spiritual satisfaction. The 
Company spent Rs. 993,050 during this year. 

Employment of Disabled persons: 

Company creates employment opportunities for 
disabled persons to make them respectable and self 
sufficient in the society. Presently company has 
employed 27 disabled persons. 

Clean Drinking Water: 

Clean water is important for the health of workers. 
Company provides its workers clean filtered drinking 
water to keep them healthy and safe from different 
diseases. 

Workforce Training; 

Workforce development is very significant for the 
progress of industrial sector. The Company is 
committed for human resource development for the 
automotive sector. The new appointees are trained 
before they are sent to production line. Measures are 
also taken to improve their skills and performance. 

Safety: 

The Company takes different safety measures to safe 
guard its man force and working environment. 
Company provides safety goggles. Gloves, safety shoes, 
welding shields, etc, to its workers. Work places are 
cleaned properly to avoid slips and fall. Hazardous 
materials are stored in designated area. The Company 
also takes measures to avoid the occurrence of 
accidents. First aid facility, fire extinguishers, dedicated 
Company owned Ambulance Service has been made 
available for the emergency situation. 

Environment Protection: 

Wastages and scraps are properly managed and 
disposed off. Company's production scrap is also used 
as input material for making new components and in 
this way does not pollute the environment. 

Contribution To National Exchequer; 

Being a responsible citizen, your company has made a 

contribution of Rs. 914.09 Million to National 
Exchequer during the year in form of income tax, sales 
tax, custom duties and excise as compared to 806.59 
million of last financial year. The rise is due to increase 
in production and sales volumes. 

REVISION IN REMUNERATION PACKAGES OF THE CHIEF 
EXECUTIVE AND EXECUTIVE DIRECTORS: 

During the year, the monthly remuneration packages of 
the Chief Executive and Executive Directors were 
revised effective from April 01, 2018. The detail is given 
below: 

Name of Executives 
Monthly 

Remuneration 
Rupees 

Mian Asad Hameed, Chief 
Executive 

1,900,000 

Saeed Iqbal Khan, Executive 
Director 900,000 

Mian Muhammad Ali 
Hameed, Executive Director 

350,000 

There was no other change in terms and conditions of 
their appointments. 

DIRECTORS' REMUNERATION POLICY: 

The Policy has been designed to enable the Company to 
attract, motivate and retain the executive and non- 
executive directors and to govern the Company 
successfully and to encourage the value addition. 

Remuneration of Executive Directors including Chief 
Executive: 

The level of remuneration be appropriate and 
commensurate with the role and level of 
responsibilities, qualification, experience, expertise, 
industrial practices and trends in the market to attract 
and retain the Executive Directors including Chief 
Executive who are needed to govern the Company 
successfully and to encourage the value addition 
without compromising their independence. 

The Executive Directors and the Chief Executive of the 
Company are not entitled for the meeting attending fee. 

Remuneration of Non-Executive Directors including 
Independent Directors; 

No Remuneration is paid to non-executive directors 
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except the meeting attending fee. 

The Board determines the amount of meeting attending 
fee to encourage the non-executive directors for 
spending their valuable time for the preparation of and 
their active participation in the meeting of the Board of 
Directors or Committees. 

COMPLIANCE WITH 
GOVERNANCE: 

CODE OF CORPORATE 

The board is committed to the principles of good 
corporate governance. The board is pleased to confirm 
that the Company is in compliance with Corporate and 
Financial Reporting Framework of the Code of 
Corporate Governance as are applicable for the current 
year and states that; 

• Presentation of Financial Statements The financial 
statements, prepared by the management of the 
company, present its state of affairs fairly, the 
results of its operations, cash flows and changes in 
equity; 

• Books of Account Proper books of account of the 
company have been maintained; 

• Accounting Policies Appropriate accounting 
policies have been consistently applied in 
preparation of financial statements and accounting 
estimates are based on reasonable and prudent 
judgement; 

• Compliance with International Financial Reporting 
Standards (IFRS) International Financial Reporting 
Standards, as applicable in Pakistan, have been 
followed in preparation of financial statements and 
departure there from (if any) has been adequately 
disclosed and explained; 

• Internal Control System The system of internal 
control is sound in design and has been effectively 
implemented and is being monitored continuously. 
The review will continue in future for the 
improvement in controls; 

• Going Concern There are no significant doubts 
upon the Company's ability to continue as a going 
concern; 

• Best Practices of Corporate Governance There has 
been no material departure from the best practices 
of corporate governance, as are applicable to the 
Company for the year ended June 30, 2018. 

• Financial Data of Last Years Key operating and 

financial data of last six years is annexed as per 
annexure "A" 

Outstanding Statutory Dues The outstanding statutory 
dues are given in notes to the financial statements. 

Significant Plans and Decisions: To explore new 
business opportunities in automobile sector. 

Code of Business Conduct: The Company has prepared a 
"Code of Business Conduct" and has ensured that 
appropriate steps have been taken to disseminate it 
throughout the company along with its supporting 
policies and procedures. It has also been placed on the 
company's web site. 

Composition of Board: 

The total number of directors are (9)nine as per the 
following: 

a. Male 
b. Female 

:(7)seven 
:(2) two 

The composition of board is as follows: 

a. Executive directors including Chief Executive: 
Mr. Mian Asad Hameed 
Mr. Saeed Iqbal Khan 
Mr. Mian Muhammad Ali Hameed 

b. Non-Executive Directors: 
Mrs. Saira Asad Hameed 
Mrs. Sana Suleyman 
Mr. Mian Zafar Hameed 
Mr. Humza Amjad Wazir 

c. Independent Directors; 
Mr. Ahsan Ejaz 
Mr. Anwar Ali 

Committees of the Board: 

The Board Committees and their members have been 
stated on page number 02 of the Annual Financial 
Statements. 

Attendance in Board and Committees' Meetings: The 
number of board and committees' meetings held during 
the year and attendance by each director is given 
below: 

„ J Audit HR&R Board Committee Committee 
Total Meetings Held 5 5 2 
Meetings Attended by the Directors: 
Mr. Mian Asad Hameed 5 N/A N/A 
Mr. Mian Zafar Hameed N/A 
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Mr. Saeed Iqbal Khan 5 N/A 2 
Mr. Mian Muhammad Ali 
Hameed 4 N/A N/A 
Mrs. Saira Asad Hameed 5 N/A N/A 
Mr. Ahsan Ejaz 5 5 N/A 
Mrs. Sana Suleyman 5 5 N/A 
Mr. Anwar Ali 5 4 1 
Mr. Humza Amjad Wazir 4 N/A 2 

• Leave of absence was granted to the Directors who 
could not attend the Board Meeting. 

Directors' Training Programs during the year: The 
Company is in compliance of certification of Directors 
Training Programme. Out of nine, four directors have 
acquired the Directors' Training Programme (DTP) from 
SECP approved Institutions whereas three directors fall 
under the exemption criteria of Listed Companies (Code 
of Corporate Governance) Regulations 2017. 

Pattern of Shareholding: The pattern of shareholding is 
annexed as per annexure "B" and "B/l". 

Trading in Company's Shares by Directors, executives 
and their spouses and minor children during the year: 
Purchase, sale of Shares and change in beneficial 
ownership: 

Directors & Executives: Purchase Sale 
Mr. Mian Asad Hameed 1,460,811 (Including bonus shares 

1,436,963 and inherit 
shares 15,331) 

Mr. Mian Zafar Hameed 16,281 (Bonus shares 950 and 
inherit shares 15,331) 

9,281 

Mrs. Saira Asad Hameed 217,355 (Bonus Shares) - 
Mr. Saeed Iqbal Khan 154,174 (Bonus Shares) - 
Mr. Mian Muhammad 
Ali Hameed 

399,824 ('Bonus Shares/ - 

Mrs. Sana Sulayman 2,280 (Bonus Shares) - 
Mr. Humza Amjad Wazir 106 (Bonus Shares) - 
Mr. Ahsan Ejaz 190 (Bonus Shares) - 
Mr. Anwar Ali 105 (Bonus Shores/ - 
Mr. Arshad Mahmood 2,383 (Bonus Shares) - 

Spouses: 
Mr. Muhammad 
Suleyman Khan 

3,800 (Bonus Shares/ " 

Mrs. Amina Humza 
Wazir 

3,792 (Bonus Shares) " 

Mrs. Ambreen Zafar 
Hameed 

238 (Bonus Shores/ " 

Mrs. Naghmana Saeed 58,803 (Bonus Shares/ - 
Mrs. Navin Anwar Ali 238 (Bonus Shores/ - 

placed before the board for its consideration and action 
for necessary improvement wherever it has been 
identified. 

AUDITORS: 

The present auditors retire and being eligible offers 
themselves for reappointment. The Audit Committee 
and the Board of Directors also recommended for their 
reappointment. 

EMPLOYEES RELATIONS: 

The management and employees relationship is very 
cordial and it is hoped that both will work with the 
same spirit to achieve the desired goals of the 
Company. 

ACKNOWLEDGEMENT: 

We would like to place on record our appreciation for 
the untiring efforts, teamwork and dedication shown by 
the Company's employees during the year under 
review. 

We would also like to express our gratitude to our 
valued shareholders, customers, suppliers and financial 
institutions for their continued support to the Company. 

Lahore; 
September 24, 2018 

For and on behalf of the Board 

^ CL—^ 
Mian Asad Hameed 
(Chief Executive) 

Saeed Iqbal Khan 
(Director) 

PERFORMANCE EVALUATION OF BOARD, COMMITTEES 
AND INDIVIDUAL DIRECTORS: 

The board has put in place a mechanism for the 
performance evaluation of its own, its committees and 
individual directors. 

During the year, HR&R Committee has undertaken the 
evaluation process. The results were compiled and 
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SUMMARY OF LAST SIX YEARS' FINANCIAL RESULTS 
ANNEXURE-A 

Description 2018 2017 2016 2015 2014 2013 

R U P EES 
Re-stated 

Profit & Loss Account: 
Turnover 3,968,217,110 3,618,144,493 2,873,866,541 2,473,657,974 2,105,849,488 1,881,495,911 

Gross Profit 444,912,891 379,481,004 288,686,425 234,215,035 208,540,462 202,618,920 

Operating Profit 247,993,771 202,980,483 149,453,460 104,654,299 90,089,120 100,159,619 

Profit before taxation 254,678,642 204,113,745 153,957,796 99,655,475 87,627,820 96,090,726 

Profit after taxation 186,005,018 142,821,941 107,669,738 73,682,904 60,441,273 66,507,038 

Statement of Financial Position 

Paid up share capital 215,668,420 179,723,680 179,723,680 179,723,680 179,723,680 179,723,680 

Accumulated Profit 741,695,967 594,064,626 509,691,079 437,195,803 402,542,633 377,922,599 

Fixed Capital Expenditure 708,814,230 533,057,992 244,653,763 250,828,978 259,271,383 252,105,344 

Other long term assets 21,119,673 17,256,294 14,894,352 11,414,241 8,490,522 7,151,506 

Net current assets / {liabilities) 387,033,041 361,809,654 548,424,835 461,424,514 408,993,285 387,959,590 

Long term liabilities 159,602,557 138,335,634 118,558,191 106,748,250 94,488,877 89,570,160 

Significant Ratios; 
Gross profit ratio % 11.21 10.49 10.05 9.47 9.90 10,77 

Profit/(loss) before tax ratio % 6.42 5.64 5.36 4.03 4.16 5.11 

Fixed assets turnover ratio % 559.84 678.75 1,174.67 986.19 812.22 746.31 

Price earning ratio - times 33.04 41,36 6.26 11.27 12.49 6.79 

Return on capital employed % (Before 1 & Tax) 22.20 22.25 18.50 14.46 13.31 15.48 

Return on equity ratio (after Tax) 19.43% 18.46% 15.62% 11.94% 10.38% 11.93% 

Market value per share (PSX) Rs. 284.98 273.93 31.25 38.50 35.00 20.94 

Break up value per share 44.39 43.05 38.36 34.33 32.40 31.44 

Long term Debt: Equity ratio 17 : 83 18:82 17 :83 17 : 83 16:84 16:84 

Current ratio 1.79:1 1.73 :1 2.48 :1 2.26:1 2.38:1 2.09:1 

Interest cover ratio - times 53.02 115.06 56.39 14.39 14.47 10.5997531 

Cash Dividend % 
Interim Dividend 
Final Dividend 

- 12.50 10.00 
15.00 

10.00 
10.00 

10.00 
10.00 10.00 

Scrip Dividend % - 20 - - - - 

Earnings per share Rs. 8.62 6.62 4.99 3.42 2.80 3.08 

Note: 
Earnings Per Share, consequently Price Earning ratio, has been adjusted to reflect the effect of bonus shares. 
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FORM-34 
THE COMPANIES ACT, 2017 (SECTION 227) ANNEXURE - B 

PATTERN OF SHAREHOLDING AS ON JUNE 30,2018 
Registration Number: 0025184 

NUMBER OF SHAREHOLDING TOTAL PERCENTAGE 
SHAREHOLDERS FROM TO SHARES HELD % 

319 1 - 100 11,902 0.06% 
163 101 - 500 44,514 0.21% 
90 501 - 1,000 66,920 0.31% 

232 1,001 - 5,000 466,008 2.16% 
40 5,001 - 10,000 273,855 1.27% 
18 10,001 - 15,000 229,990 1.07% 
12 15,001 - 20,000 211,211 0.98% 
7 20,001 - 25,000 161,545 0.75% 
4 25,001 - 30,000 109,286 0.51% 
1 35,001 - 40,000 40,000 0.19% 
1 45,001 - 50,000 50,000 0.23% 
1 50,001 - 55,000 54,145 0.25% 
2 60,001 - 65,000 123,855 0.57% 
2 70,001 - 75,000 149,292 0.69% 
1 85,001 - 90,000 89,572 0.42% 
1 90,001 - 95,000 90,068 0.42% 
1 95,001 - 100,000 100,000 0.46% 
2 100,001 - 105,000 203,400 0.94% 
1 130,001 - 135,000 134,000 0.62% 
1 170,001 - 175,000 173,167 0.80% 
1 190,001 - 195,000 192,901 0.89% 
1 265,001 - 270,000 270,000 1.25% 
1 325,001 - 330,000 329,000 1.53% 
1 365,001 - 370,000 368,291 1.71% 
1 725,001 - 730,000 725,100 3.36% 
1 945,001 - 950,000 949,552 4.40% 
1 1,010,001 - 1,015,000 1,013,900 4.70% 
1 1,225,001 - 1,230,000 1,228,733 5.70% 
1 1,275,001 - 1,280,000 1,275,427 5.91% 
1 1,360,001 - 1,365,000 1,361,330 6.31% 
1 2,045,001 - 2,050,000 2,046,100 9.49% 
1 3,535,001 - 3,540,000 3,538,389 16.41% 
1 5,485,001 - 5,490,000 5,485,389 25.43% 

912 21,566,842 100% 

CATEGORIES OF SHAREHOLDERS NUMBER OF SHARES HELD % OF SHAREHOLDING 
I Directors, Chief Executive Officer, Their Spouse And Minor Children 14,302,497 66.32% 
II Associated Companies, Undertakings & Related Parties - - 
HI NIT and ICP - - 
IV Banks, Development Financial Institutions, Non Banking 

Takaful, Financial Institutions 
9,450 0.04% 

V Insurance Companies - - 
VI Modarabas and Mutual Funds 24,475 0.11% 
VII Shareholders Holding Ten Percent and above 11,527,938 53.45% 
VIII General Public 

a. Local 6,501,494 30.15% 
b. Foreign - - 

IX Others (to be specified) 
Joint Stock Companies 713,999 3.31% 

/VfiJL I 
MIAN ASAD HAMEED SAEED IQBAL KHAN 

CHIEF EXECUTIVE DIRECTOR 
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ANNEXURE - B/l 
PATTERN OF SHAREHOLDING 

CATEGORIES OF SHAREHOLDERS NUMBER OF NUMBER OF 
SHAREHOLDERS SHARES HELD 

I Associated Companies Undertakings & Related Parties Nil - 

H Mutual Funds Nil - 

III Directors, Chief Executive, Their Spouse And Minor Children 14 14,302,497 

i. Mr. Mian Asad Hameed 1 9,023,778 

ii. Mr. Mian Zafar Hameed 1 12,000 

iii. Mr. Mian Muhammad Ali Hameed 1 2,504,160 

iv. Mr. Saeed Iqbal Khan 1 965,617 

v. Mrs. Saira Asad Hameed 1 1,361,330 

vi. Mrs. Sana Suleyman 1 14,280 

vii. Mr. Ahsan Ejaz 1 1,190 

viii. Mr. Humza Amjad Wazir 1 662 

ix. Mr. Anwar Ali 1 655 

x. Mrs. Amina Humza Wazir W/o Mr. Humza Amjad Wazir 1 23,750 

xi. Mrs. Naghmana Saeed W/o Mr. Saeed Iqbal Khan 1 368,291 

xii. Mrs. Amberen Zafar Hameed W/o Mian Zafar Hameed 1 1,492 

xiii. Mrs. Navin Anwar Ali W/o Mr. Anwar Ali 1 1,492 

xiv. Mr. Muhammad Suleyman Khan spouse of Mrs. Sana Suleyman 1 23,800 

IV Executives 1 14,927 

V Public Sector Companies and Corporation Nil 

VI Banks, Development Financial Institutions, Non Banking 5 33,925 

Finance Companies, Insurance Companies, Takaful 

Modarabas, Pension Funds 

VII Shareholders Holding Five Percent or More Voting Interests 4 14,935,368 

i. Mr. Mian Asad Hameed 1 9,023,778 

ii. Mr. Mian Muhammad Ali Hameed 1 2,504,160 

iii. Mr. Munaf Ibrahim 1 2,046,100 

iv. Mrs. Saira Asad Hameed 1 1,361,330 

(VsilJL!. 
MIAN ASAD HAMEED SAEED IQBAL KHAN 

CHIEF EXECUTIVE DIRECTOR 

Anniiol DortrvH* ODlftl Mnnuai rteporx I oj to 
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STATEMENT OF VALUE ADDITION AND ITS DISTRIBUTION 

June 30, 
2018 

June 30, 
2017 

Rupees 

VALUE ADDITION 

Net Sales 
Other Operation Income 

Cost of sales and other expenses excluding 
employees' remuneration & custom duties 

Operating Expenses excluding employees' 
remuneration 

Finance Cost 

3,968,217,110 
11,580,630 

(3,227,873,737) 

(8,585,904) 
(4,895,759) 

3,618,144,493 
2,922,832 

(2,956,278,508) 

(11,470,552) 
(1,789,570) 

TOTAL VALUE ADDITION 

VALUE DISTRIBUTION 

To Government 
Worker Welfare Fund 
Income Tax & Custom Duties 

To Employees 
Workers' profits participation fund 
Employees remuneration 

To Shareholders 
Dividend 

Retained in Business 
Retained profits 

TOTAL VALUE DISTRIBUTION 

738,442,340 

4,823,328 
186,862,576 
191,685,904 26% 

13,799,050 
346,952,368 
360,751,418 49% 

0% 

186,005,018 25% 

738,442,340 100% 

651,528,695 

4,238,497 
179,480,756 
183,719,253 

10,994,813 
313,992,688 
324,987,501 

58,410,196 

28% 

50% 

9% 

84,411,745 13% 

651,528,695 100% 

2018 

25% 26% 

49% 

i Government ■ Employees n Shareholders ■ Business 

2017 

3% 

9% 

i Government u Employees i Shareholders ■ Business 
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FINANCIAL PERFORMANCE 
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CHARTERED ACCOUNTANTS 

Independent Auditor's Review Report to the Members of Sazgar Engineering Works 
Limited 

Review Report on the Statement of Compliance contained in Listed Companies (Code of 
Corporate Governance) Regulations, 2017 

We have reviewed the enclosed Statement of Compliance with the Listed Companies (Code of 
Corporate Governance) Regulations, 2017 (the Regulations) prepared by the Board of Directors of 
Sazgar Engineering Works Limited (the Company) for the year ended June 30, 2018 in accordance 
with the requirements of regulation 40 of the Regulations. 

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

As a part of our audit of the financial statements we are required to obtain an understanding of the 
accounting and internal control systems sufficient to plan the audit and develop an effective audit 
approach. We are not required to consider whether the Board of Directors' statement on internal 
control covers all risks and controls or to form an opinion on the effectiveness of such internal 
controls, the Company's corporate governance procedures and risks. 

The Regulations require the Company to place before the Audit Committee, and upon 
recommendation of the Audit Committee, place before the Board of Directors for their review and 
approval, its related party transactions and also ensure compliance with the requirements of section 
208 of the Companies Act, 2017. 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 procedures to assess and 
determine the Company's process for identification of related parties and that 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 requirements contained in the Regulations as applicable to the Company for the 
year ended June 30, 2018. 

H.Y.K and Company 
Chartered Accountants 

Lahore; September 24, 2018 

Offlce ft 9,1st Floor, Zakl Center 
1-8 Markaz, Islaroabad. 
Phone: 051 486 1245-S 
Fax: 92 51 486 1247 

321 Upper Mall Lahore. 
Phono: 042 3578 9330-31 
Fax: 92 42 35789132 

www.hyk.coni.pk | info@hyk.com.pk 
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STATEMENT OF COMPLIANCE WITH LISTED COMPANIES (CODE OF CORPORATE GOVERNANCE) 
REGULATIONS, 2017 

NAME OF COMPANY: SAZGAR ENGINEERING WORKS LIMITED 
YEAR ENDING: JUNE 30, 2018 

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

1. The total number of directors are (9) nine as per the following: 
a. Male: (7) seven 
b. Female: (2) two 

2. The composition of board is as follows:  
a) Independent Directors Mr. Ahsan Ejaz, Mr. Anwar Ali 
b) Other Non-Executive 

Directors 
Mrs. Saira Asad Hameed, Mr. Mian Zafar Hameed, Mrs. Sana Suleyman, Mr. 
Humza Amjad Wazir 

c) Executive Directors Mr. Mian Asad Hameed, Mr. Saeed Iqbal Khan, Mr. Mian Muhammad Ali 
Hameed 

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

4. 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. 

5. 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. 

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

7. The meetings of the board were presided over by the Chairman and, in her absence, by a director elected by the board for 
this purpose. The board has complied with the requirements of Act and the Regulations with respect to frequency, recording 
and circulating minutes of meeting of board. 

8. The board of directors have a formal policy and transparent procedures for remuneration of directors in accordance with the 
Act and these Regulations. 

9. Directors' Training program requirements have been complied with. No Director obtained the training during the year. 

10. The board has approved appointment of CFO, Company Secretary and Head of Internal Audit, including their remuneration 
and terms and conditions of employment and complied with relevant requirements of the Regulations. 

11. CFO and CEO duly endorsed the financial statements before approval of the board. 

12. The board has formed committees comprising of members given below:  
S.No. Name of Committees Name of Members and Chairman 
a) Audit Committee Chairman: Mr. Ahsan Ejaz 

Members: Mrs. Sana Suleyman , Mr. Anwar Ali 
b) HR and Remuneration 

Committee 
Chairman; Mr. Anwar Ali 
Members: Mr. Saeed Iqbal Khan, Mr. Humza Amjad Wazir 

13. The terms of reference of the aforesaid committees have been formed, documented and advised to the committee for 
compliance. 
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14. The frequency of meetings (quarterly/half yearly/ yearly) of the committee were as per following: 

Committee Frequency 
Audit Committee Quarterly, Yearly 
HR and Remuneration Committee Yearly, as and when require 

15. The board has set up an effective internal audit function. 

16. The statutory auditors of the company have confirmed that they have been given a satisfactory rating under the quality 
control review program of the ICAP and registered with Audit Oversight Board of Pakistan, that they or any of the partners 
of the firm, their spouses and minor children do not hold shares of the company and that the firm and all its partners are in 
compliance with International Federation of Accountants (IFAC) guidelines on code of ethics as adopted by the ICAP. 

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

18. We confirm that all other requirements of the Regulations have been complied with. 

For and on behalf of the Board 

Lahore: 
September 24, 2018 

MIAN ASAD HAMEED SAEED IQBAL KHAN 
CHIEF EXECUTIVE DIRECTOR 
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h: k 
CHARTERED ACCOUNTANTS * 

Independent Auditor's Report to the Members of Sazgar Engineering Works Limited 

Report on the Audit of the Financial Statements 

Opinion 

We have audited the annexed financial statements of Sazgar Engineering Works Limited (the Company), 

which comprise the statement of financial position as at June 30, 2018, and the statement of profit or 

loss and other comprehensive income, the statement of changes in equity, the statement of cash flows 

for the year then ended, and notes to the financial statements, including a summary of significant 

accounting policies and other explanatory information, and we state that we have obtained all the 

information and explanations which, to the best of our knowledge and belief, were necessary for the 

purposes of the audit. 

In our opinion and to the best of our information and according to the explanations given to us, the 

statement of financial position, the statement of profit or loss and other comprehensive income, the 

statement of changes in equity and the statement of cash flows together with the notes forming part 

thereof conform with the accounting and reporting standards as applicable in Pakistan and give the 

information required by the Companies Act, 2017 (XIX of 2017), in the manner so required and 

respectively give a true and fair view of the state of the Company's affairs as at June 30, 2018 and of the 

profit and other comprehensive income, the changes in equity and its cash flows for the year then 

ended. 

Basis for Opinion 

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicable in 

Pakistan. Our responsibilities under those standards are further described in the Auditor's 

Responsibilities for the Audit of the Financial Statements section of our report. We are independent of 

the Company in accordance with the International Ethics Standards Board for Accountants' Code of 

Ethics for Professional Accountants as adopted by the Institute of Chartered Accountants of Pakistan 

(the Code) and we have fulfilled our other ethical responsibilities in accordance with the Code. We 

believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 

opinion. 
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Key Audit Matters 

Key audit matters are those matters that, in our professional judgment, were of most significance in our 

audit of the financial statements of the current year. These matters were addressed in the context of 

our audit of the financial statements as a whole, and in forming our opinion thereon, and we do not 

provide a separate opinion on these matters. 

S. No. Key audit matters How the matters were addressed in our audit 

1 Revenue recognition Our audit procedures to assess the recognition of 

revenue, amongst others, included the following: 
The Company generates revenue from 

sale of goods to domestic as well as • Obtaining an understanding of and 

export customers. assessing the design and operating 

effectiveness of controls designed to 
Refer notes 4.13 and 27 to the financial ensure that revenue is recognized in the 
statements. appropriate accounting period; 

We identified revenue recognition as 
• Assessing the appropriateness of the 

key audit matter as it is one of the key 
Company's accounting policies for 

performance indicators of the Company, 
revenue recognition and compliance of 

which give rise to an inherent risk of the 
those policies with applicable accounting 

standards; 
existence and the accuracy of the 

• Comparing a sample of revenue 
revenue. 

transactions recognized during the year 

with the sale invoices, delivery challans 

and other relevant underlying 

documentation; 

• Comparing, on a sample basis, specific 

revenue transactions recorded before 

and after the reporting date with 

underlying documentation to assess 
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whether revenue has been recognized in 

the appropriate accounting period; and 

• Inspecting credit notes issued to record 

sales returns subsequent to year end, if 

any. 

2 Capital Expenditures and Capitalization Our audit procedures to assess the capital 

of Property, Plant and Equipment expenditures and capitalization of property, plant 

and equipment and Capital Work in Progress, 
The Company has made significant 

amongst others, include the following. 
capital expenditure on four wheeler 

projects. • Understanding the design and 

implementation of management controls 
Refer notes 4.3 and 16 to the financial 

over capitalization and performing tests 
statements. of control over authorization of capital 

We identified capitalization and capital expenditure & capitalization and 

expenditure of property, plant and accuracy of its recording in the system; 

equipment as key audit matter because 
• Testing on sample basis, the costs 

there is a risk that amounts being 
incurred on assets with supporting 

capitalized may not meet the 
documentation and contracts 

capitalization criteria. 
• Assessing the nature of costs incurred for 

the capital assets through testing, on 

sample basis, of amounts recorded and 

considering whether the expenditure 

meets the criteria for capital nature as 

per the accounting policy and applicable 

accounting standards; and 

• Inspecting supporting documents for the 

date of capitalization when asset was 

ready for its intended use to assess 

whether depreciation commenced and 

further capitalization of costs ceased 
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from that date and assessing the useful 

life assigned by management including 

testing the calculation of related 

depreciation. 

Information Other than the Financial Statements and Auditor's Report Thereon 

Management is responsible for the other information. The other information comprises the information 

included in the annual report, but does not include the financial statements and our auditor's report 

thereon. 

Our opinion on the financial statements does not cover the other information and we do not express 

any form of assurance conclusion thereon. 

In connection with our audit of the financial statements, our responsibility is to read the other 

information and, in doing so, consider whether the other information is materially inconsistent with the 

financial statements or our knowledge obtained in the audit or otherwise appears to be materially 

misstated. 

If, based on the work we have performed, we conclude that there is a material misstatement of this 

other information; we are required to report that fact. We have nothing to report in this regard. 

Responsibilities of Management and Board of Directors for the Financial Statements 

Management is responsible for the preparation and fair presentation of the financial statements in 

accordance with the accounting and reporting standards as applicable in Pakistan and the requirements 

of Companies Act, 2017 (XIX of 2017) and for such internal control as management determines is 

necessary to enable the preparation of financial statements that are free from material misstatement, 

whether due to fraud or error. 

In preparing the financial statements, management is responsible for assessing the Company's ability to 

continue as a going concern, disclosing, as applicable, matters related to going concern and using the 
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going concern basis of accounting unless management either intends to liquidate the Company or to 

cease operations, or has no realistic alternative but to do so. 

Board of directors are responsible for overseeing the Company's financial reporting process. 

Auditor's Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole 

are free from material misstatement, whether due to fraud or error, and to issue an auditor's report 

that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that 

an audit conducted in accordance with ISAs as applicable in Pakistan will always detect a material 

misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, 

individually or in the aggregate, they could reasonably be expected to influence the economic decisions 

of users taken on the basis of these financial statements. 

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional judgment 

and maintain professional skepticism throughout the audit. We also: 

Identify and assess the risks of material misstatement of the financial statements, whether due to 

fraud or error, design and perform audit procedures responsive to those risks, and obtain audit 

evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not 

detecting a material misstatement resulting from fraud is higher than for one resulting from error, 

as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override 

of internal control. 

Obtain an understanding of internal control relevant to the audit in order to design audit 

procedures that are appropriate in the circumstances, but not for the purpose of expressing an 

opinion on the effectiveness of the Company's internal control. 

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 

estimates and related disclosures made by management. 

Conclude on the appropriateness of management's use of the going concern basis of accounting 

and, based on the audit evidence obtained, whether a material uncertainty exists related to 

events or conditions that may cast significant doubt on the Company's ability to continue as a 
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going concern. If we conclude that a material uncertainty exists, we are required to draw 

attention in our auditor's report to the related disclosures in the financial statements or, if such 

disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit 

evidence obtained up to the date of our auditor's report. However, future events or conditions 

may cause the Company to cease to continue as a going concern. 

• Evaluate the overall presentation, structure and content of the financial statements, including the 

disclosures, and whether the financial statements represent the underlying transactions and 

events in a manner that achieves fair presentation. 

We communicate with the board of directors regarding, among other matters, the planned scope and 

timing of the audit and significant audit findings, including any significant deficiencies in internal control 

that we identify during our audit. 

We also provide the board of directors with a statement that we have complied with relevant ethical 

requirements regarding independence, and to communicate with them all relationships and other 

matters that may reasonably be thought to bear on our independence, and where applicable, related 

safeguards. 

From the matters communicated with the board of directors, we determine those matters that were of 

most significance in the audit of the financial statements of the current period and are therefore the key 

audit matters. We describe these matters in our auditor's report unless law or regulation precludes 

public disclosure about the matter or when, in extremely rare circumstances, we determine that a 

matter should not be communicated in our report because the adverse consequences of doing so would 

reasonably be expected to outweigh the public interest benefits of such communication. 

Report on Other Legal and Regulatory Requirements 

Based oh our audit, we further report that in our opinion: 

a) Proper books of account have been kept by the Company as required by the Companies Act, 2017 

(XIX of 2017); 

b) the statement of financial position, the statement of profit or loss and other comprehensive 

income, the statement of changes in equity and the statement of cash flows together with the 
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notes thereon have been drawn up in conformity with the Companies Act, 2017 (XIX of 2017) and 

are in agreement with the books of account and returns; 

c) Investments made, expenditure incurred and guarantees extended during the year were for the 

purpose of the Company's business; and 

d) No zakat was deducted at source under the Zakat and Usher Ordinance 1980. 

The engagement partner on the audit resulting in this independent auditor's report is Muhammad 

Yousaf. 

H.Y.K and Company 
Chartered Accountants 
Lahore 

Date: September 24, 2018 



SAZGAR ENGINEERING WORKS LIMITED 

STATEMENT OF FINANCIAL POSITION 

AS AT JUNE 30, 2018 
June 30, June 30, 

Note 2018 2017 
Rupees Rupees 

EQUITY AND LIABILITIES 
SHARE CAPITAL AND RESERVES 

Authorized share capital 6.1 500,000,000 500,000.000 

Issued, subscribed and paid-up share capital 6.2 215,668,420 179,723,680 

Revenue reserve - Un-appropriated Profit 741,695,967 594,064,626 
957,364,387 773,788,306 

LIABILITIES 
NON CURRENT LIABILITIES 

Long term financing 7 - - 
Liabilities against assets subject to finance lease 8 - - 
Deferred Liabilities 9 159,602,557 138,335,634 

CURRENT LIABILITIES 

Trade and other payables 10 485,425,032 493,995,147 
Unclaimed dividend 1,621,865 2,173,778 
Mark-up & profit accrued on loans and other payables 11 2,849,361 93,421 
Short term borrowings 12 - - 
Current portion of long term liabilities 13 - 56,310 

489,896,258 496,318,656 

CONTINGENCIES AND COMMITMENTS 15 - - 

TOTAL EQUITY AND LIABILITIES 1,606,863,202 1,408,442,596 

ASSETS 

NON CURRENT ASSETS 
Property, Plant and Equipment 16 708,803,655 533,007,173 
Intangible Assets 17 10,575 50.819 
LONG TERM LOANS AND ADVANCES 18 18,120,968 14,869,157 
LONG TERM DEPOSITS 19 2,998,705 2,387,137 
CURRENT ASSETS 
Stores, spares and loose tools 20 3,765,161 2,728,731 
Stock-in-trade 21 477,786,294 548,124,950 
Trade debts 22 97,613,278 72,080,590 
Loans & advances 23 13,396,450 10,796,759 
Trade deposits and short term prepayments 24 136,474,876 33,107,316 
Other receivables 25 112,568,437 123,987,074 
Cash and bank balances 26 35,324,803 67,302,890 

876,929,299 858,128,310 
TOTAL ASSETS 1,606,863,202 1,408,442,596 

The annexed notes 1 to 47 form an integral part of these financial statements. 

MIAN ASAP HAMEED 
CHIEF EXECUTIVE 

SAEED IQBAL KHAN 
DIRECTOR 

MUHAMMAD ATIF RAO 
CHIEF FINANCIAL OFFICER 
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SAZGAR ENGINEERING WORKS LIMITED 

PROFIT AND LOSS ACCOUNT 

FOR THE YEAR ENDED JUNE 30, 2018 

June 30, June 30, 
2018 2017 

Note Rupees Rupees 

Sales - Net 27 3,968,217,110 3,618,144,493 

Cost of sales 28 3,523,304,219 

1 

3,238,663,489 

Gross Profit 444,912,891 379,481,004 

Distribution cost 29 95,040,742 83,912,593 

Administrative expenses 30 74,670,096 65,884,066 

Other operating expenses 31 27,208,282 26,703,862 
196,919,120 176,500,521 

247,993,771 202,980,483 

Other income 32 11,580,630 2,922,832 

Operating profit before finance cost 259,574,401 205,903,315 

Finance cost 33 4,895,759 1,789,570 

Profit before taxation 254,678,642 204,113,745 

Taxation 34 68,673,624 61,291,804 

Profit after taxation 186,005,018 142,821,941 

Restated 

Earnings per share - Basic and diluted 35 8.62 6.62 

The annexed notes 1 to 47 form an integral part of these financial statements. 

/Vjifo- 1 
MIAN ASAP HAMEED 

CHIEF EXECUTIVE 
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SAZGAR ENGINEERING WORKS LIMITED 

STATEMENT OF CHANGES IN EQUITY 

FOR THE YEAR ENDED JUNE 30, 2018 

Balance as at June 30, 2016 

Transaction with owner, recognize directly in equity 
Final Dividend for the year ended 

June 30, 2016 @ Re.1.50 per share 

Interim Dividend for the year ended 
June 30, 2017 @ Re.1.25 per share 

Total Transaction with owner, recognized directly in equity 

Comprehensive Income for the year 
Profit after taxation 
Other Comprehensive Loss 

Total Comprehensive Income for the 
year ended June 30, 2017 

Balance as at June 30, 2017 

Balance as at June 30, 2017 

Transaction with owner, recognize directly in equity 
Issuance of bonus shares @ 20% 
(20 shares for every 100 ordinary shares held) 

Total Transaction with owner, recognized directly in equity 

Comprehensive Income for the year 
Profit after taxation 
Other Comprehensive Loss 

Total comprehensive income for the 
year ended June 30, 2018 

Balance as at June 30, 2018 

Share 
Capital 
Rupees 

Un-appropriated 
Profit 

Rupees 

Total 

Rupees 

179,723,680 509,691,079 689,414,759 

- (26,958,552) (26,958,552) 

_ (22,465,460) (22,465,460) 
(49,424,012) (49,424,012) 

142,821,941 
(9,024,382) 

142,821,941 
(9,024,382) 

- 133,797,559 133,797,559 

179,723,680 594,064,626 773,788,306 

179,723,680 594,064,626 773,788,306 

35,944,740 (35,944,740) - 
35,944,740 (35,944,740) 

- 186,005,018 
(2,428,937) 

186,005,018 
(2,428,937) 

- 183,576,081 183,576,081 

215,668,420 741,695,967 957,364,387 

The annexed notes 1 to 47 form an integral part of these financial statements. 

MIAN ASAP HAMEED 
CHIEF EXECUTIVE 

SAEED IQBAL KHAN 
DIRECTOR 

MUHAMMAD ATIF RAO 
CHIEF FINANCIAL OFFICER 
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SAZGAR ENGINEERING WORKS LIMITED 

CASH FLOW STATEMENT 

FOR THE YEAR ENDED JUNE 30, 2018 

CASH FLOW FROM OPERATING ACTIVITIES 

Cash generated from operations 

Finance cost paid 

Income tax paid/deducted at source 

Employees retirement benefit - Gratuity Paid 

Workers Profit Participation Fund Paid 

Net cash generated from operating activities 

CASH FLOW FROM INVESTING ACTIVITIES 

June 30, June 30, 

2018 2017 

Note Rupees Rupees 

36 257,764,374 349,943,446 

(2,139,819) (1,701,685) 

(86,795,075) (75,846,196) 

(3,723,134) (4,921,002) 

- (8,287,790) 

165,106,346 259,186,773 

Property, Plant and Equipment Purchased 

Increase in long term security deposits 

Proceeds from sale of Property, Plant and Equipment 

(195,864,642) 

(611,568) 

(310,514,722) 

(950,000) 

2,400,689 

Net cash used in investing activities (196,476,210) (309,064,033) 

CASH FLOW FROM FINANCING ACTIVITIES 

Proceeds of short term borrowings 

Repayment of short term borrowings 

Repayment of finance lease 

Dividend Paid 

Net cash used in financing activities 

129,453,550 

(129,453,550) 

(56,310) 

(551,913) 

(608,223) 

(773,456) 

(48,944,527) 

(49,717,983) 

NET DECREASE IN CASH AND CASH EQUIVALENTS (31,978,087) (99,595,243) 

CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE YEAR 67,302,890 166,898,133 

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 37 35,324,803 67,302,890 

The annexed notes 1 to 47 form an integral part of these financial statements. 

I X 
MIAN ASAP HAMEED SAEED IQBAL KHAN MUHAMMAD ATIF RAO 

CHIEF EXECUTIVE DIRECTOR CHIEF FINANCIAL OFFICER 
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NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED JUNE 30, 2018 

1 LEGAL STATUS AND NATURE OF BUSINESS 

Sazgar Engineering Works Limited was incorporated in Pakistan on September 21, 1991 as a Private Limited Company and 
converted into a Public Limited Company on November 21, 1994. The Company is listed on the Pakistan Stock Exchange Limited. 
The Company is engaged in the manufacture and sale of automobiles, automotive parts and household electric appliances. The 
registered office of the company is situated at 88- Ali Town, Thokar Niaz Baig, Raiwind Road, Lahore. The three wheeler, wheel rim 
and household electric appliances manufacturing facility is located at 18 K.m Raiwind Road, Lahore and construction of four 
wheeler manufacturing facility is situated at Mouza Bhai kot, neartablighi ijtama, Raiwind, Lahore. 

2 SIGNIFICANT TRANSACTIONS AND EVENTS AFFECTING THE COMPANY'S FINANCIAL POSITION AND PERFORMANCE 

2.1 The exchange rate of USD to PKR has increased from PKR 104.89 as at June 30, 2017 to PKR 121.49 as at June 30, 2018. 

2.2 The Steel prices rapidly increased in local and international market during the year. 

2.3 The new disclosure requirement has been introduced due to promulgation of Companies Act, 2017. 

2.4 The Company has purchased additional piece of land and incurred major capital expenditure on four wheeler project, mentioned in 
note no. 16.1 and 16.3. 

2.5 The detailed discussion of Company's performance is mentioned in Directors' report. 

3 BASIS OF PREPARATION 

3.1 Statement of Compliance 

These financial statements have been prepared in accordance with the accounting and reporting standards as applicable in 
Pakistan. The accounting and reporting standards applicable in Pakistan comprise of; International Financial Reporting Standards 
(IFR Standards) issued by the International Accounting Standards Board (IASB) as notified under the companies Act, 2017 and 
provisions of and directives issued under the Companies Act, 2017. Where provisions of and directives issued under the Companies 
Act, 2017 differ from the IFR Standards, the provisions of and directives issued under the Companies Act, 2017 have been 
followed. 

3.2 Basis of Measurement 

These financial statements have been prepared under the historical cost convention except for the recognition of employees 
retirement benefits at present value. 

3.3 Functional and Presentation Currency 

These financial statements are presented in Pak Rupee, which is the functional and presentation currency of the Company. 

3.4 New accounting standards, IFRIC interpretations, amendments to the published approved accounting standards and 
Companies Act, 2017 that are effective in current year: 

Certain standards, amendments and interpretations of approved accounting standards are effective for accounting periods 
beginning on July 01, 2017 but are considered not to be relevant or to have any significant effect on the Company's operations and 
are, therefore, not detailed in these financial statements, except for the following: 

3.4.1 IAS 7 - Cash flow statements: Disclosure initiative' (effective for periods beginning on or after January 1, 2017). This amendment 
requires disclosure to explain changes in liabilities for which cash flows have been, or will be classified as financing activities in the 
statement of cash flows. The amendment only covers statement of financial position items for which cash flows are classified as 
financing activities. In case other items are included within the reconciliation, the changes in liabilities arising from financing 
activities will be identified separately. A reconciliation of the opening to closing balance is not specifically required but instead the 
information can be provided in other ways. In the first year of adoption, comparative information need not be provided. The 
Company's current accounting treatment is already in line with the requirements of this standard. 



SAZGAR ENGINEERING WORKS LIMITED 

NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED JUNE 30, 2018 

3.4.2 IAS 12 - Income taxes (Amendment) on recognition of deferred tax assets for unrealised losses. These amendments on the 
recognition of deferred tax assets for unrealised losses clarify how to account for deferred tax assets related to debt instruments 
measured at fair value. The amendments clarify the existing guidance under IAS 12. They do not change the underlying principles 
for the recognition of deferred tax assets. Further, there are no debt in instruments measured at fair value. The Company's current 
accounting treatment is already in line with the requirements of this standard. 

3.4.3 The Companies Act, 2017 promulgated in the current financial year. The Companies Act, 2017 also revised 4th schedule of the 
Companies Ordinance, 1984 and brought changes in the presentation and disclosures of financial statement of the listed 
companies. These changes are applicable for the first time to the Company for the financial statements for the year ended 
June 30, 2018. The specific additional disclosure have been disclosed in relevant heads of these financial statements. 

The above standards, amendments, interpretations and Companies Act, 2017 changes are either not relevant to the Company's 
operations or are not expected to have significant impact on the Company's financial statements except for increased disclosures 
in certain cases. 

3.5 New accounting standards, IFRIC Interpretations and amendments to the published approved accounting standards that are 
not effective In current year and have not been early adopted by the Company: 

The following standards, amendments to the approved accounting standards and interpretations that are mandatory for the 
companies having accounting periods beginning on or after July 01, 2018 but are considered not to be relevant or to have any 
significant effect on the Company's operations: 

Standards or Interpretation Effective date 

FRS-9 Financial instruments; classification and measurement of financial July 01, 2018 
assets and liabilities. 

FRS-15 Revenue from contracts with customers July 01,2018 

FRS-16 Leases January 01,2019 

AS-19 Employee benefits' on plan amendment, curtailment or settlement January 01, 2019 

FRIC 22 Foreign currency transactions and advance consideration January 01,2019 

FRIC23 Uncertainty over income tax treatments January 01,2019 

4 SIGNIFICANT ACCOUNTING POLICIES 

4.1 The Significant accounting policies adopted in the preparation of these financial statements are set out below and have been 
consistently applied to all the years presented. 

Employee benefits 

Defined benefit plan 

Defined benefit plan is a post-employment benefit plan other than the defined contribution plan 

The Company operates an unfunded gratuity scheme for all its permanent employees. The provision is made on the basis of 
actuarial valuation by using the projected unit credit method. In calculating the Company's obligation in respect of a plan, any 
actuarial gains and losses are recognized immediately in the statement of other comprehensive income. 

4.2 Compensated Absences 

The Company accounts for compensated absences of its employees on un-availed balance of leave in the period in which the leave 
is earned. 
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NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED JUNE 30, 2018 

4.3 Property, Plant and Equipment-Owned 

Operating fixed assets except freehold land and capital work in progress are stated at cost less accumulated depreciation and 
impairment losses, if any. Land and capital work in progress are stated at cost. Cost in relation to self manufactured assets includes 
direct cost of materials, labour and applicable manufacturing overheads. Cost of tangible fixed assets consists of historical cost, 
borrowing cost pertaining to the construction/erection period and directly attributable cost of bringing the assets to working 
condition. 
Depreciation on all property, plant and equipment except freehold land is charged by applying the reducing balance method in 
accordance with the rates specified in note no. 16.1 of these financial statements, whereby the cost of an asset is written off over 
its estimated useful life. Depreciation on additions is charged from the month the asset is available for use while no depreciation is 
charged in the month in which the asset is disposed off. 

The assets' residual values and useful lives are reviewed at each financial year end, and adjusted if impact on depreciation is 
significant. 

Normal maintenance and repairs are charged to profit & loss account as and when incurred. Major renewals and replacements are 
capitalized. 

Disposal of an asset is recognized when significant risks and rewards, incidental to the ownership of the assets have been 
transferred to the buyer. Gain or Loss on disposal of Property, Plant and Equipment is determined by comparing the carrying 
amount of the assets with the realized sale proceeds and is recognized in the current year's profit and Loss account. 

4.4 Impairment of fixed assets 

The company assesses at each statements of financial position date whether there is any indication that a fixed asset may be 
impaired. If such indication exists, the carrying amounts of such assets are reviewed to assess whether they are recorded in excess 
of their recoverable amount. Where carrying value exceeds recoverable amount, assets are written down to the recoverable 
amount. 

4.5 Intangible Assets 

The Intangible Assets are stated at cost less accumulated amortization and identified impairment loss, if any. The cost of intangible 
assets is amortized over a period of five (5) years using the straight line method. 

Amortization on additions to the intangible assets is charged from the month in which an asset is capitalized and / or is available 
for use, while no amortization is charged for the month in which the asset is disposed off. The amortization expense is charged to 
the profit & loss account. 

International Accounting Standard (IAS) 38 "Intangible Assets" requires review of amortization period and the amortization 
method at least at each financial year end. Accordingly the management assesses at each statement of financial position date the 
assets' residual values and useful lives in addition to considering any indication of impairment, and adjustments are made if impact 
on amortization is significant. 

4.6 Loan, advances and Prepayments 

These are recognized at cost, which is fair value of the consideration given. However, an assessment is made at each statement of 
financial position date to determine whether there is an indication that assets may be impaired. If such indication exists, the 
estimated recoverable amount of that asset is determined and any impairment loss is recognized for the difference between the 
recoverable amount. 

4.7 Assets subject to finance lease 

Lease that substantially transfers all the risks and rewards, incidental to the ownership of an asset to the company is classified as 
finance lease. 

Assets under finance lease are stated at lower of present value of minimum lease payments under the lease agreements and the 
fair value of assets at the inception of the lease. The aggregate amount of obligation relating to these assets are accounted for at 
net present value of liabilities. Depreciation on these assets is charged in line with normal depreciation policy adopted for assets 
owned by the Company. 
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NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED JUNE 30, 2018 

4.8 Taxation 

Current and Prior Year 
Provision for current year's taxation is determined in accordance with the prevailing law of taxation on income enacted by the 
statement of financial position date and is based on current rates of taxation being applied on the taxable income for the year, 
after taking into account, tax credits and rebates available, if any and taxes paid under the Final tax regime. The tax charge also 
includes adjustments, where necessary, relating to prior years which arise from assessments finalized during the year. 

Deferred 

Deferred tax is accounted for using the statement of financial position liability method in respect of temporary differences arising 
from differences between the carrying amount of assets and liabilities in the financial statements and the corresponding tax basis 
used in the computation of taxable income. Deferred tax is calculated by using the tax rates enacted at the statement of financial 
position date. 

A deferred tax asset is recognized only to the extent that it is probable that future taxable profit will be available and the credits 
can be utilized. Deferred tax assets are reduced to the extent that it is no longer probable that the related tax benefit will be 
realized. 

Deferred tax is charged or credited in the profit and loss account, except in case where the item to which the deferred tax asset or 
liability pertains, is recorded in other comprehensive income or equity, the corresponding deferred tax charge is also recognized in 
other comprehensive income or equity. 

4.9 Trade debts and other receivables 

Trade debts and other receivables are carried at original invoice value less an estimate made for doubtful receivables which is 
determined, based on management's review of outstanding amounts and previous repayment history. Balances considered bad 
and irrecoverable are written off. 

4.10 Store, spares and loose tools 

These are valued at weighted average cost except items in transit which are valued at cost comprising invoice value and other 
charges paid thereon. 

The company reviews the carrying amount of stores, spares and loose tools on a regular basis and provision is made for 
obsolescence if there is any change in usage pattern and physical form. Impairment, if any, is also made for slow moving items 
identified as surplus to the requirements of the company. 

4.11 Stock-in-trade 

Stock in trade is valued at the lower of weighted average cost and net realizable value. The average cost in relation to work in 
process and finished goods represents direct costs of raw materials, labour and appropriate portion of overheads. Net realizable 
value signifies the estimated selling price in the ordinary course of business less costs necessarily to be incurred in order to make 
the sale. 

The company reviews the carrying amount of stock in trade on a regular basis and as appropriate, inventory is written down to its 
net realizable value or provision is made for obsolescence if there is any change in its usage pattern and physical form. 

Cost of work in process and finished goods include direct material, labour and appropriate portion of manufacturing expenses. 

4.12 Foreign currency translation 

Transactions in foreign currencies are translated into Pak rupees using the exchange rate prevailing at the dates of transactions. 
Monetary assets and liabilities denominated in foreign currencies are translated into Pak rupees at the rates of exchange 
approximating those prevalent at the statement of financial position date. All exchange differences are charged to Profit and Loss 
Account. 

4.13 Revenue recognition 

Revenue from sales is recognized on dispatch of goods to customers. Goods are considered dispatched when risk and rewards are 
transferred to customers. 
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4.14 Borrowing costs 

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are assets that 
necessarily take a substantial period of time to get ready for their intended use are added to the cost of those assets, until such 
time as the assets are substantially ready for their intended use. All other borrowing costs are charged to profit and loss account in 
the period in which they are incurred. 

4.15 Segment reporting 

Segment information is presented on the same basis as that used for internal reporting purposes by the Chief Operating Decision 
Maker, who is responsible for allocating resources and assessing performance of the operating segments. On the basis of its 
internal reporting structure, a reportable segment is identified where it becomes a distinguishable component that is engaged in 
providing an individual product or service or a group of related products or services within a particular economic environment and 
that is subject to risks and returns that are different from those of other segments. Expenses which cannot be directly allocated 
activity-wise, are apportioned on appropriate basis as required by Chief Operating Decision Maker. 

4.16 Cash and cash equivalents 

Cash and cash equivalents are carried in the statement of financial position at cost. For the purpose of cash flow statement, cash 
and cash equivalent consists of cash in hand, balances with banks and short term running finance facilities. 

4.17 Trade and accrued liabilities 

Liabilities for trade and other amounts payable are carried at cost which is the fair value of the consideration to be paid in the 
future for the goods and services received, whether billed or not to the Company. 

4.18 Provisions 

Provisions are recognized when the Company has a present legal or constructive obligation as a result of past events and it is 
probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable 
estimate of the amount can be made. 

Provisions are reviewed at each statement of financial position date and adjusted to reflect the current best estimate. If it is no 
longer probable that an outflow of resources embodying economic benefits will be required to settle the obligation, the provisions 
are reversed. 

4.19 Financial instruments 

All the financial assets and financial liabilities are recognized at the time when the company becomes a party to the contractual 
provisions of the instrument. Any gain or loss on derecognition of the financial assets and financial liabilities is taken to profit and 
loss account currently. 

4.20 Offsetting of financial assets and financial liabilities 

A financial asset and a financial liability is offset and the net amount is reported in the statement of financial position if the 
Company has legally enforceable right to set off the recognized amount and intend either to settle on a net basis or to realize the 
asset and settle the liability simultaneously. 

4.21 Research and Development 

Expenditure on research activities, undertaken with the prospect of gaining new technical knowledge and understanding, is 
recognized in the profit & loss account as an expense as incurred. 

Expenditure on development activities, whereby research findings are applied to a plan or design for the production of new or 
substantially improved products and processes, is capitalized if the product or process is technically and commercially feasible and 
the company has sufficient resources to complete development. The expenditure capitalized includes the cost of materials, direct 
labour, an appropriate proportion of overheads and other directly attributable expenditure. Other development expenditure is 
recognized in the profit & loss account as an expense as incurred. 

Expenditure on development activities, capitalized during the year, are classified under "Intangible Assets". 
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4.22 Earning Per Share 

The Company presents Earning Per Share (EPS) data for its ordinary shares, EPS is calculated by dividing the profit attributable to 
ordinary shareholders of the Company by the weighted average number of shares outstanding during the year. 

4.23 Dividends 

Dividend distribution to the shareholders is recognized as a liability in the period in which it is approved. 

4.24 Warranty Expenses 

Warranty expenses are recorded as and when valid claims are received from customers. 

5 CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS 

The preparation of financial statements in conformity with approved accounting standards. These standards require the use of 
certain critical accounting estimates. It also requires management to exercise its judgment in the process of applying the 
Company's accounting policies. The areas involving a higher degree of judgment or complexity, or areas where assumptions and 
estimates are significant to the financial statements are as follows: 

Notes 

a) Liability in respect of staff retirement benefits. 4.1 

b) Useful life of depreciable Property, Plant and Equipment and amortizable Intangible 4.3 & 4.5 
c) Taxation 4.8 

d) Stock in trade 4.11 

e) Contingencies and Commitments 15 

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. 

6 SHARE CAPITAL 

6.1 AUTHORIZED SHARE CAPITAL 

June 30, 
2018 

Number 

June 30, 
2017 

Number 

50,000,000 50,000,000 Ordinary shares of Rupees 10 each 

Note 

June 30, 
2018 

June 30, 
2017 

Rupees Rupees 

500,000,000 500,000,000 

6.2 ISSUED, SUBSCRIBED AND PAID UP SHARE CAPITAL 

7,163,000 7,163,000 Ordinary shares of Rupees 10 
each fully paid in cash 

71,630,000 71,630,000 

14,403,842 10,809,368 Ordinary shares of Rupees 10 
each allotted as bonus shares 

6.2.1 144,038,420 108,093,680 

21,566,842 17,972,368 215,668,420 179,723,680 

6.2.1 These shares include 3,594,474 bonus shares of Rs.10 each (June 30, 2017: Nil) issued by the company during the current year. 
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7 LONG TERM FINANCING 

DIMINISHING MUSHARAKAH - Islamic banking 
MCB Islamic Bank Limited. 
Meezan Bank Limited 

June 30, June 30, 
2018 2017 

Note Rupees Rupees 

7.1 
7.2 

7.1 Total amount of facility available from MCB Islamic Bank Limited under Diminishing Musharakah arrangement is Rs.275.00 million 
(June 30, 2017: Nil) for acquisition of four wheeler Plant & Machinery and repayable in equal quarterly installments in arrears. The 
maximum period of finance is six years including one year grace period (June 30,2017: Nil). The profit margin is charged at the rate 
of six month K1BOR plus 1.35% with floor of 7.00% and Cap of 18.00% (June 30, 2017: Nil). This facility is secured against first 
paripassu charge over fixed assets of the company of Rs.275.00 million with 25% margin (June 30, 2017: Nil) and over all present 
and future current assets of Rs. 375.00 million. The un-utilized amount of this facility as at statement of financial position date is 
Rs. 275.00 million (June 30, 2017: Nil). 

7.2 Total amount of facility available from Meezan Bank Limited under Diminishing Musharakah arrangement is Rs.370.00 million 
(June 30, 2017: Nil) for acquisition of Plant & Machinery of four wheeler and repayable in equal quarterly installments in arrears. 
The maximum period of finance is six years including one year grace period (June 30,2017: Nil). The profit margin is charged at the 
rate of monthly KIBOR plus 1.75% with floor of 7.00% and Cap of 15.00% (June 30, 2017: Nil). This facility is secured against 
paripassu charge over fixed assets of the company amounting to Rs. 493.33 million (June 30, 2017: Nil) and personal guarantees of 
some of the directors. The un-utilized amount of this facility as at statement of financial position date is Rs. 370.00 million (June 30, 
2017: Nil). 

8 LIABILITIES AGAINST ASSETS SUBJECT 
TO FINANCE LEASE 

Present value of minimum lease payments - 56,310 
Less: Current portion shown under current liabilitie; 13 - (56,310) 

The amount of future payments and the periods in which these payments will become due are as under 

Due not later than one year: 
Minimum lease payments - 57,894 
Less: Future finance charges - 1,584 
Present value - 56,310 

Due later than one year and not later than five years 

Minimum lease payments 
Less: Future finance charges 
Present value 

56,310 
8.1 No lease agreement is valid as at June 30, 2018. 

9 DEFERRED LIABILITIES 

9.1 139,269,648 116,308,552 
9.2 20,332,909 22,027,082 

159,602,557 J  138,335,634 

Employee benefits obligation 
Deferred taxation 
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9.1 Employee benefits obligation 

9.1.1 Movement in the present value of defined benefit obligations 

Present value of defined benefit obligations 1st July 
Current Service Cost 
Interest cost on defined benefit obligatior 
Benefits due but not paid (payables] 
Benefits paid 
Actuarial (gain) / losses from changes in financial assumptions 
Experience Adjustments 

Note 

June 30, 
2018 

June 30. 
2017 

Rupees Rupees 

116,308,552 
15,385,652 
8,869,641 

(3,723,133) 
435,488 

1,993,449 
139,269,648 

93,494,529 
12,110,676 
6,599,967 
(280,952) 

(4,640,050) 
153,124 

8,871,258 
116,308,552 

9.1.2 Movement in the net liability recognized 
in the statement of financial position 

Net liability as at 1st July 
Expense recognized in the profit & loss account 
Liability discharged during the year 
Benefit Payable transferred to Short Term Liability 
Re-measurement recognized in other comprehensive income 
Net liability as at June 30 

9.1.3 Expense recognized in the profit & loss account 

Current service cost 
Interest cost 

9.1.3 

9.1.6 

116,308,552 
24,255,293 
(3,723,134) 

2,428,937 
139,269,648 

15,385,652 
8,869,641 

24,255,293 

93,494,529 
18,710,643 
(4,640,050) 

(280,952) 
9,024,382 

116,308,552 

12,110,676 
6,599,967 

18,710,643 
9.1.4 Distribution of expense recognized in the profit Si loss account 

The expense is recognized in the following line items in the profit & loss account under the head salaries, wages and other benefits. 

Cost of sales 
Administrative expenses 
Distribution cost 

9.1.5 Year end sensitivity analysis(± 100 Bps) on Defined Benefit Obligation 

Discount Rate + 100 bps 
Discount Rate -100 bps 
Salary Increase +100 Bps 
Salary Increase -100 Bps 

9.1.6 Re-measurement recognized in Other Comprehensive Income 

18,727,673 
4,958,753 

568,867 
24,255,293 

14,517,362 
3,800,582 

392,699 
18,710,643 

June 30, 2018 

127,938,927 
152,629,712 
152,876,050 
127,523,012 

Actuarial (gain) / losses from changes in financial assumptions 
Experiences adjustments 
Total re-measurement recognized in Other Comprehensive Income 

9.1.7 Expected Benefit Payments for the Next 10 Years and Beyond 

435,488 
1,993,449 
2,428,937 

As At June 30,2018 
Defined Benefit Obligations 

153,124 
8,871,258 
9,024,382 

Less than one From 1 to 2 From 2 to 5 Year From 5 to 10 More Than 10 
Year Year Year Years Total 

Rupees 

25,892,415 20,425,433 33,458,129 97,904,967 1,281,260,658 1,458,941,602 

9.1.8 The amount of expected expense of gratuity benefit in 2018-19 will be Rs. 28,658,368/- as per the actuary's report. 
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9.1.9 The average duration of defined benefit obligation (unfunded) is 9 years (June 30, 2017, 9 Years). 

9.1.10 Principal actuarial assumptions 

The company has carried out actuarial valuation as at June 30, 2018 under the 'Projected Unit Credit Actuarial Cost Method'. The 
main assumptions used for actuarial valuation are as follows;  

Note 

Discount rate for year end Obligation 

Discount rate for interest cost in P&L charge 

Expected rate of future salary increase 

Mortality rates 

June 30, 
2018 

June 30, 
2017 

Rupees Rupees 

9.00 % p.a. 

7.75 % p.a. 

8.00 % p.a. 

SLIC 2001-2005 
Setback 1 Year 

7.75 % p.a. 

7.25 % p.a. 

6.75 % p.a. 

SLIC 2001-2005 
Setback 1 Year 

Retirement age assumption 

9.2 Deferred taxation 

60 Years 60 Years 

The liability for deferred taxation comprises of 
temporary differences relating to: 

Accelerated depreciation for tax purposes 

Liabilities under finance lease that are deducted for 
tax purposes only when paid 

20,332,909 

20,332,909 

22,044,262 

(17,180) 

22,027,082 

10 TRADE AND OTHER PAYABLES 

Creditors 
Advances from trade customers 
Accrued liabilities 
Murabaha Payable; (Islamic banking) 

Meezan Bank Limited 
Habib Bank Limited 
MCB Islamic Bank Limited 
United Bank Limited 
Allied Bank Limited 

Income tax deducted at source 
Payable towards; 

Workers' Profit Participation Fund 
Workers' Welfare Fund 

10.1 
12.3 
10.2 
10.3 
10.4 

10.5 
10.6 

388,475,670 
7,785,912 

49,089,050 

10,285,150 

24,793,863 
4,995,387 

485,425,032 

398,537,709 
24,689,923 
14,373,886 

26,874,842 
3,561,718 

10,645,379 

10,994,813 
4,316,877 

493,995,147 

10.1 Total amount of facility available from Meezan Bank Limited under Murabaha arrangement is Rs.200.00 million 
(June 30, 2017: Rs. 100.00 Million) for a maximum period of 180 days (June 30,2017: 180 Days). The profit 
margin is charged at the rate of preceding day respective K1BOR plus 1.25% (June 30, 2017; 2.00%). This facility is 
secured against paripassu charge over fixed assets (Land, Building and Machinery) of the company amounting to 
Rs. 268.00 million (June 30, 2017: Rs. 134.00 Million) with 25% margin (June 30, 2017: 25%), paripassu charge 
over current assets of the company amounting to Rs. 200.00 million (June 30, 2017: 100.00 Million) and 
personal guarantees of some of the directors. The un-utilized amount of this facility as at statement of financial 
position date is Rs. 200.00 million (June 30, 2017: Rs. 73.13 Million). 
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10.2 Total amount of facility available from MCB Islamic Bank Limited under Murabaha arrangement is Rs.275.00 
million (June 30, 2017: Nil) for a maximum period of 180 days (June 30,2017: Nil). This is a sublimit of 
Diminishing Musharakah. The profit margin is charged at the rate of matching KIBOR plus 1.15% (June 30, 2017: 
Nil). This facility is secured against first paripassu charge of Rs. 275.00 million over fixed assets of the company 
with 25% margin (June 30, 2017; Nil) and over current assets Rs. 375.00 million of the company. The un-utilized 
amount of this facility as at statement of financial position date is Rs. 275.00 million (June 30, 2017: Nil). 

10.3 Total amount of facility available from United Bank Limited under Murabaha arrangement is Rs.200.00 million 
(June 30, 2017: Nil) for a maximum period of 180 days (June 30,2017: Nil). The profit margin is charged at the 
rate of maching KIBOR plus 1.10% (June 30, 2017; Nil). This facility is secured against first paripassu charge of Rs. 
200.00 million over fixed assets of the company with 25% margin (June 30, 2017: Nil), first paripassu charge over 
current assets Rs. 200.00 million of the company with 25% margin (June 30, 2017: Nil) and personal guarantees 
of some of the directors. The un-utilized amount of this facility as at statement of financial position date is Rs. 
200.00 million (June 30, 2017: Nil). 

10.4 During the year. The Company has shifted its facilities from Conventional banking to Islamic banking. Therefore 
comparative figures are related to conventional banking. The total amount of facility available from Allied Bank 
Limited under Murabaha arrangement is Rs. 90.00 million (June 30, 2017: FATR of Rs. 48.00 million) for a 
maximum period of 180 days (June 30,2017: 180). The profit margin is charged at the rate of three month KIBOR 
plus 2.00% (June 30, 2017: 2.00%). This facility is secured against paripassu charge over fixed assets Rs. 185.00 
of the company with 25% margin (June 30, 2017: 25%), paripassu charge over current assets Rs. 110.00 million 
of the company with 25% margin (June 30, 2017: 25%) and personal guarantees of some of the directors. The un- 
utilized amount of this facility as at statement of financial position date is Rs. 90.00 million (June 30, 2017: FATR 
of Rs. 48.00 million). 

10.5 Workers' Profit Participation Fund 

Balance at beginning of the year 
Charged during the year 

Payment made during the year 

10.6 Workers' Welfare Fund 

Balance at beginning of the year 
Charged during the year 
Adjustment for prior years 
Charged to Profit & Loss account 

Payment made during the year 

11 MARK-UP & PROFIT ACCRUED ON LOANS AND OTHER PAYABLES 

Short term borrowing - secured 
Liabilities against assets subject to finance lease 
Profit on Murabaha Payable 

12 SHORT TERM BORROWINGS 

Note 

31 

31 

June 30, June 30, 
2018 2017 

Rupees Rupees 

10,994,813 8,287,790 
13,799,050 10,994,813 
24,793,863 19,282,603 

- (8,287,790) 
24,793,863 10,994,813 

4,316,877 3,128,844 
4,995,387 4,316,877 
(172,059) (78,380) 

4,823,328 4,238,497 
9,140,205 7,367,341 

(4,144,818) (3,050,464) 
4,995,387 4,316,877 

2,849,361 
- 625 
- 92,796 

2,849,361 93,421 

Secured 

Running finance under mark-up arrangements - Conventional 
Habib Bank Limited 

Finance against trust receipts - Conventional 
Habib Bank Limited 

12.2 

12.3 
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Running Musharakah arrangements - Islamic Banking 
Habib Bank Limited 
Meezan Bank Limited 
MCB Islamic Bank Limited 
United Bank Limited 
Allied Bank Limited 

Istisna arrangements - Islamic Banking 
Meezan Bank Limited 
Allied Bank Limited 

Note 

12.2 
12.4 
12.5 
12.6 
12.7 

12.8 
12.9 

June 30, 
2018 

June 30, 
2017 

Rupees Rupees 

12.1 The company is availing Islamic banking facility from Habib Bank Limited as Sub-limit of the credit facility. The detail is given as 
below; 

2018 
Amount Facilities under mark-up Finance arrangement Facilities under Islamic Finance arrangement 

50 M Running Finance 
110 M LC Sight/LC DA (inland)/ DOD / Acceptance/SG 

40 M FATR, Sublimit of Above Limit 

Running Musharka 
LC Sight/LC DA (inland)/ DOD / Acceptance/SG 

Murabaha, Sublimit of Above Limit 

2017 
Amount | Facilities under mark-up Finance arrangement | Facilities under Islamic Finance arrangement" 

12.2 

12.3 

50 M Running Finance 
110 M LC Sight/LC DA (inland)/ DOD / Acceptance/SG 
40 M FATR, Sublimit of Above Limit 

LC Sight/LC DA (inland)/ DOD / Acceptance/SG 
Murabaha, Sublimit of Above Limit 

The Company has an option to utilize the Banking Finance Facilities available from Habib Bank Limited either under Mark-up 
finance arrangement or Islamic finance arrangement. The Company intends to utilize these facilities under the Islamic Finance 
arrangements. The FATR facility, when it is utilized under Islamic system it will be created under Import Murabaha Facility and will 
be disclosed under the head of Trade and other payable (Note no.10). During the year, the Company opted for the Islamic Banking 
Facilities. 

Total amount of running finance available under this facility is Rs. 50.00 million (June 30, 2017: Rs. 50.00 million) with an option to 
utilize under Running Musharakah Facility. The mark-up is charged at the rate of three months KIBOR + 2.5% per annum for 
running finance and 2.00% for Running Musharakah (June 30, 2017: three months average ask side KIBOR for running finance 2.50 
% and running Musharakah: Nil). This facility is collaterally secured against First paripassu charge on fixed assets of Rs. 214.00 
million (June 30, 2017: Rs. 214.00 million) and specifically secured against First paripassu Hypothecation Charge of Rs. 90.00 million 
(June 30, 2017; Rs. 90.00 million) with 20% margin (June 30, 2017: 20%) over current assets of the Company, comprising of raw 
material, work in process, finished goods, etc. and receivable and book debts of the Company. The un-utilized amount of this 
facility as at statement of financial position date is Rs 50.00 million (June 30, 2017: Rs. 50.00 million). 

Total amount available under this facility is Rs. 40.00 million (June 30, 2017: Rs, 40.00 million) with an option to utilize under 
Murabaha Facility, for a maximum period of 120 days (June 30, 2017: 120 days). The mark-up is charged at the rate of three 
months KIBOR plus 2.50% for FATR and 2.00% for Murabaha, per annum (June 30, 2017: three months average ask side KIBOR plus 
2.50%, for FATR per annum and 2.00% for murabaha ). This facility is collaterally secured against First paripassu charge of Rs. 
214.00 million (June 30, 2017: Rs. 214.00 million) on fixed assets of the company and specifically secured against First paripassu 
Hypothecation Charge of Rs. 90.00 million (June 30, 2017: Rs. 90.00 million) over current assets of the Company, comprising of raw 
material, work in process, finished goods, receivable and book debts with 20% margin (June 30, 2017: 20%) of the Company, 5% 
Cash margin, (June 30, 2017: 5%), Trust Receipts and accepted bill of exchange. Out of this facility a sum of Nil (June 30, 2017: 3.56 
million) has been utilized on account of Murabaha Facility (Note No.10) The balance un-utilized amount of this facility as at 
statement of financial position date is Rs. 40.00 million (June 30, 2017: Rs. 36.44) which can be used for opening of Letter of Credit. 
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12.4 Total amount of facility available from Meezan Bank Limited under Running Musharakah arrangement is Rs. 60,00 million (June 30, 
2017: Rs. 60.00 million).This facility is a sub-limit of murabaha facility of Rs. 200.00 million (June 30, 2017: Rs. 100.00 million) (Note 
No. 10.1). The profit margin is charged on quarterly basis at the rate of respective KIBOR plus 1.25% (June 30, 2017: 2.0%) per 
annum. This facility is secured against paripassu charge over fixed assets (Land, Building and Machinery) of the company 
amounting to Rs. 268.00 million (June 30, 2017: Rs. 134.00 million) with margin of 25% (June 30, 2017 25%), paripassu charge over 
current assets of the company amounting to Rs. 200.00 million (June 30, 2017: Rs. 100.00 million) and personal guarantees of 
some of the directors. The un-utilized amount of this facility as at statement of financial position date is Rs. 60.00 million (June 30, 
2017: Rs. 60.00 million). 

12.5 Total amount of facility available from MCB Islamic Bank Limited under Running Musharakah arrangement is Rs. 100.00 million 
(June 30, 2017: Nil) as a sublimit of Diminishing Musharakah. The profit margin is charged at the rate of respective maching KIBOR 
plus 1.50% (June 30, 2017: Nil) per annum. This facility is secured against first paripassu charge over fixed assets Rs. 275.00 million 
(Land, Building and Machinery) of the company with margin of 25% (June 30, 2017: Nil),first paripassu charge over current assets 
of the company amounting to Rs. 375.00 million (June 30, 2017: Nil). The un-utilized amount of this facility as at statement of 
financial position date is Rs. 100.00 million (June 30, 2017: Nil). 

12.6 Total amount of facility available from United Bank Limited under Running Musharakah arrangement is Rs. 200.00 million (June 30, 
2017: Nil) as sublimit of Murabaha facility. The profit margin is charged on three month basis at the rate of respective KIBOR plus 
1.10% (June 30, 2017: Nil) per annum. This facility is secured against paripassu charge of Rs. 200.00 million over fixed assets of the 
company with 25% margin (June 30, 2017: Nil), paripassu charge over current assets Rs. 200.00 million of the company with 25% 
margin (June 30, 2017: Nil) and personal guarantees of some of the directors. The un-utilized amount of this facility as at 
statement of financial position date is Rs. 200.00 million (June 30, 2017: Nil). 

12.7 During the year, The Company has shifted its facilities from Conventional banking to Islamic banking. Therefore comparative 
figures are related to conventional banking. Total amount of facility available from Allied Bank Limited under Business Musharakah 
arrangement is Rs. 45.00 million (June 30, 2017: Running Finance Rs. 45,00 million). The profit margin is charged on three months 
basis at the rate of respective KIBOR plus 2.00% (June 30, 2017: 2.00%) per annum. This facility is secured against paripassu charge 
over fixed assets Rs. 185.00 of the company with 25% margin (June 30, 2017: 25%), paripassu charge over current assets Rs. 
110.00 million of the company with 25% margin (June 30, 2017: 25%) and personal guarantees of some of the directors. The un- 
utilized amount of this facility as at statement of financial position date is Rs. 45.00 million (June 30, 2017: Running Finance Rs. 
45.00 million). 

12.8 Total amount of facility available from Meezan Bank Limited under Istisna arrangement is Rs. 40.00 million (June 30, 2017: Rs. 
40.00 million) for a maximum period of 180 days (June 30, 2017: 180 days). This facility is a sub-limit of murabaha facility of Rs. 200 
million (June 30, 2017: Rs. 100.00 million) (Note No. 10). The profit margin is charged at the rate of preceding day respective KIBOR 
plus 1.25% (June 30, 2017: 2.0%) per annum. This facility is secured against paripassu charge over fixed assets (Land, Building and 
Machinery) of the company amounting to Rs. 268.00 million (June 30, 2017: Rs. 134.00 million) with 25% margin (June 30, 2017: 
25%), paripassu charge over current assets of the company amounting to Rs. 200.00 million (June 30, 2017: Rs. 100.00 million) and 
personal guarantees of some of the directors.. The un-utilized amount of this facility as at statement of financial position date is Rs. 
40.00 million (June 30, 2017: Rs. 40.00 million). 

12.9 During the year. The Company has shifted its facilities from Conventional banking to Islamic banking. Therefore comparative 
figures are related to conventional banking. Total amount of facility available from Allied Bank Limited under Istisna arrangement is 
Rs. 45.00 million (June 30, 2017: Nil) for a maximum period of 120 days (June 30, 2017: Nil). This facility is a sub-limit of Business 
Musharaka facility of Rs. 45.00 million (June 30, 2017: Nil) (Note No. 10.1). The profit margin is charged at the rate of respective six 
months KIBOR plus 2.00% (June 30, 2017: Nil) per annum.This facility is secured against paripassu charge over fixed assets Rs. 
185.00 of the company with 25% margin (June 30, 2017; 25%), paripassu charge over current assets Rs. 110.00 million of the 
company with 25% margin (June 30, 2017: 25%) and personal guarantees of some of the directors. The un-utilized amount of this 
facility as at statement of financial position date is Rs. 40.00 million (June 30, 2017: Rs. 40.00 million). 

12.10 During the year. The Company has shifted its facilities of Allied Bank Limited from Conventional banking to Islamic banking. 
Therefore comparative figures are related to conventional banking. The usage of total amount of facilities of Rs. 225.00 million 
(June 30, 2017: Rs. 143.00 million) available from Allied Bank Limited under Business Musharakah/lstisna/Murabaha/lmport and 
local LC (Sight) is allowed in aggregate only to the extent of Rs. 135.00 million (June 30, 2017: Rs. 130.00 million) at any point of 
time. 

Annual Report 2018| 54 



SAZGAR ENGINEERING WORKS LIMITED 

NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED JUNE 30, 2018 

13 CURRENT PORTION OF LONG TERM LIABILITIES Note 

Liabilities against assets subject to finance lease 8 

14 PROVISION FOR TAXATION 

Balance at beginning 
Add: Provision for the Year 

-Current Year 
-Prior Year 

Less; Payment/Adjustment during the year 

15 CONTINGENCIES AND COMMITMENTS 

15.1 Contingencies 

15.1.1 Deputy Director (Admin) of the Punjab Employees Social Security Institution has created a demand of Rs. 6,574,682/- for the year 
2014 on account of social security contribution including increase thereon under section 23(1) of the Social Security Ordinance, 
1965 as on August 31, 2015. The Company has filed an appeal with Commissioner Appeals against this order, which is still pending. 
In the opinion of legal advisor, favorable outcome of the appeal is expected; hence no provision is made in these financial 
statements. 

15.1.2 The company has received a notification dated: June 15, 2017, issued by Government of Punjab (Labour & Human Resource 
Department) for enhancing the monthly wage ceiling from Rs. 18,000/- to 22,000/- for the purpose of levy of Social Security 
contribution. The company filed a Writ Petition in the Honorable Lahore High Court, Lahore as on October 18, 2017 to challenge 
the legality of the notification. The estimated effect of this notification on financial statements is Rs. 198,902/-. In the opinion of 
the legal advisor, expected outcome of the case will be in favour of the company, hence no provision is made in these financial 
statements. 

15.1.3 ACIR initiated proceedings under section 124/129/221 of Income Tax Ordinance 2001 for tax year 2008 and rejected the refund of 

Rs. 1,432,320/-. The company filed an appeal against this order with CIR (Appeals) as on June 30, 2016, proceedings are still 

pending. In the opinion of tax consultant, favorable outcome is expected, hence no provision is made in these financial statements. 

15.1.4 ACIR initiated proceedings under section 3(1A) of Sales Tax act 1990 for tax period July-Sep 2015 and created sales tax demand of 
Rs. 9,392,789/- as on June 06, 2016 . The company filed an appeal against this order with CIR (A) and CIR (A) vacated the order of 
ACIR. However ACIR filed an appeal with ATIR, proceedings are still pending. In the opinion of tax consultant, favorable outcome is 
expected, hence no provision is made in these financial statements. 

15.1.5 The appeal filed by the company with ATIR against the order of CIR (Appeals) for tax demand of Rs. 545,930/- for tax year 2003 as 
on November 12, 2009 under section 122 (5A) is still pending. In the opinion of the tax consultant, favorable outcome of the 
appeal is expected, hence no provision is made in these financial statements 

15.1.6 DCIR initiated proceedings under section 122 (1)/122 (5) /124 for tax year 2009 and created a tax demand of Rs. 22.27 million as 
on June 30, 2011 . The company filed an appeal against this order with CIR (Appeals) and got relief up to Rs.19.18 million. For 
remaining tax demand of Rs.3.09 million, company has filed an appeal with ATIR. Further, during previous years, the DCIR has also 
filed an appeal against the Relief of Rs. 15,03 million given by the CIR (A). The proceedings are still pending, In the opinion of tax 
consultant, favorable outcome of the appeals are expected, hence no provision is made in these financial statements for these 
amounts. 

15.1.7 DCIR initiated proceedings under section 122 (5A) for tax year 2009 and created a tax demand of Rs. 5,318,163/- as on March 31, 
2015 . The company filed an appeal against this order with CIR (Appeals) and got relief up to Rs.5.32 million. For remaining tax 
demand of Rs. 121,899/-, company file an appeal with ATIR. Further, during the year, the DCIR has also filed an appeal with ATIR 
against the Relief of Rs. 5,318,163/- given by the CIR (A) In the opinion of tax consultant, favorable outcome of the appeal is 
expected, hence no provision is made in these financial statements. 
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48,745,424 

65,454,307 
(1,182,232) 
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15.1.8 DCIR passed an order under section 161/205 of Income Tax Ordinance 2001 for the tax year 2013 and created a demand of Rs. 
70,980,831/- as on November 26, 2015. The company filed an appeal against this order with CIR (Appeals) and CIR (Appeals) 
passed an order to remand back the case to DCIR. Subsequently, the company has filed an appeal with ATIR against the order of 
CIR (Appeals). The proceedings are still pending and in the opinion of the tax consultant, favorable outcome of the appeal is 
expected, hence no provision is made in these financial statements. 

15.1.9 DCIR initiated proceedings under section 122 (1)/122 (5A) for tax year 2013 and 2007 and created a tax demand of Rs. 6,151,787/- 
and Rs. 16,581,680/- as on January 31, 2013 and April 25, 2014 respectively. The company filed appeals against these orders with 
CIR (Appeals) and got relief of Rs. 3,672,094/- and Rs, 15,940,450/- respectively. For remaining tax demand of Rs.2,479,693/- and 
Rs. 614,230/- company has filed appeals with ATIR. The appeals are still pending. Further in 2017, the DCIR has also filed an appeal 
to ATIR against the relief of Rs. 4,365,419/- given by CIR (A) for tax year 2013. In the opinion of tax consultant, favorable outcome 
of the appeals are expected, hence no provision is made in these financial statements. 

15.1.10 DCIR passed an order under section 11 (2) of Sales Tax Act, 1990 for the tax period from July-2011 to June-2012 and created a 
demand of Rs. 192,568,536/- as on May 30, 2018, . The company filed an appeal against this order with CIR (Appeals). The 
proceedings are still pending and in the opinion of the tax consultant, favorable outcome of the appeal is expected, hence no 
provision is made in these financial statements. 

15.1.11 DCIR passed an order under section 121(1)/122(2) of Income Tax Ordinance 2001 for the tax year 2012 and created a demand of 
Rs. 387,050,666/- as on April 30, 2018. The company filed an appeal against this order with CIR (Appeals). The proceedings are still 
pending and in the opinion of the tax consultant, favorable outcome of the appeal is expected, hence no provision is made in these 
financial statements. 

15.1.12 DCIR passed an order under section 11 (2) of Sales Tax Act, 1990 for the tax period from July-2013 to June-2014 and created a 
demand of Rs. 7,418,949/- as on September 28, 2017. The company filed an appeal against this order with CIR (Appeals). The 
proceedings are still pending and in the opinion of the tax consultant, favorable outcome of the appeal is expected, hence no 
orovision is made in these financial statements, 

15.1.13 As per section 5A of Income Tax Ordinance, 2001, income tax shall be charged at the rate of seven and a half percent of 
accounting profit before tax on every public company, other than a scheduled bank or a modaraba, that derives profit for a tax 
year but does not distribute at least forty percent of its after tax profits within six months of the end of the tax year through cash 
or bonus shares. Flowever, the management is of the view that company is setting up a project for the manufacturing/assembly of 
passenger and off-road vehicles for which substantial amount of funds is required. Keeping in view the cash requirement for the 
proposed project the company has not made announcement of dividend which has attracted the provisions of Section 5(A) of 
Income Tax Ordinance 2001. The company has challenged the legality and constitutionality of section 5(A) of Income Tax 
Ordinance 2001 by filing a Constitutional petition in the Lahore Fligh Court as on July 03, 2018, the said writ petition is pending 
before the Learned Court. In the opinion of the lawyer, favorable outcome of the appeal is expected, hence provision of Rs.19.10 
Million is not made in these financial statements. 

15.2 Commitments 

15.2.1 Commitments in respect of outstanding letters of credit for raw material amount to Rs. 254.96 Million (June 30, 2017; Rs. 167.30 
Million). 

15.2.2 Commitments in respect of capital expenditures amount to Rs. 161.40 Million (June 30, 2017: Rs 8.99 Million). 

16 

June 30, June 30, 
2018 2017 

Note Rupees Rupees 
PROPERTY, PLANT AND EQUIPMENT 

Operating fixed assets 16.1 346,844,374 264,189,676 
Capital work in progress 16.3 361,959,281 267,517,497 
Advance for purchase of vehicle 16.4 - 1,300,000 

708,803,655 533,007,173 

Annual Report 2018| 56 



SAZGAR ENGINEERING WORKS LIMITED 

NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED JUNE 30, 2018 

16.1 OPERATING FIXED ASSETS - Tangible 

2018 Rupees 
Cost Depreciation W.D.V. 

Particulars As at 
01-07-2017 

Additions/ (Deletions) Transfer As at 30-06-2018 Rate 
% 

As at 01-07-2017 For the Year Adjustment As at 30-06-2018 as at 30-06-2018 
Freehold land 107,692,00a 87,859,932 195,551,940 195,551,940 
Building and QvH Wdflts on freehold land 88,273,401 88,273,401 5 to 10 52,477.770 3,497>063 55,974,833 32,298,568 
Building and Civil Works 
on leasehold land 2,509,800 2,509,800 10 382,745 212,706. 595,451 1,914,349 
Plant and Machinery 205,692,696 10,502,094 216,194,790 10. 128,019,721 8,444,960 136,464,681 79,730,109 
Electric fittings 9489,359 - 9,189,359 10 5,510,910 367,845 5,878,755 3,310,604 
Furniture and Fittings 2,311,633 - 2,311,633 10 1,467,664 84,397 1,552,081 759,572 
Office Equipment 4,481,242 1,660,333 ■ 6,141,575 10 2.338,228 283,344 2,621,572 3,520,003 
Sectric Installations 3,300,450 3,300,450 10 1,707,756 159,270 1,867,026 1,433,424 
Vehicles 60,145,461 2,700,500 1,059,000 63,904,961 20 28^088,972 6,959,836 530,347 35,579,155 28,325,806 

Assets subject to 
Finance lease 

483,596,049 102,722,859 1,059,000 587,377,908 219,993,766 20,009,421 530,347 240,533,534 346,844,374 

Vehicles 1,059,000 (1,059,000) 20 471,608 58,739 (530,347) 

1,059,000 " (1,053,000] 471,508 58,739 (530,347) 
Total 2018 484,655,049 102,722,859 587,377,908 220,455,374 20,068,160 530,347 

(530,347} 
240,533,534 346,844,374 

2017 Rupees 
Cost Depreciation W.D.V. Particulars As at 01-07-2016 Additions/ (Deletions) Transfer As at 30-06-2017 Rate % As at 01-07-2016 For the Year Adjustment As at 30-06-2017 as at 30-06-2017 

Freehold land 85,164,954 22,527,054 107,692,008 - 107,692,008 
Buiidiiig and Gvil Works On freehold land 88,273,401 88,273,401 5 to 10 48,596,958 3,880,802 52,477,770 35,795,631 
Building and Civil Works on leasehold land 2,509,800 2,509,800 10 146,405 236,340 382,745 2,127,055 
Plant and Machinery 200,206,370 5,486,326 205,692,696 10 119,8X5,477 8,204,244 128,019,721 77,672,975 
Electric Fittings 8,074,296 1,115,063 9,189,359 10 5,174,466 335,444 5,510,910 3,678,449 
Furniture and Ffttings 
Office Equipment 
Electric Installations 
Vehicles 

2,472,886 
4,344,405 
3,315,876 

45,401,861 

(161,254) 340,615 (203,778) 
(15,426) 15,718,500 (3,443,400) 2,468,500 

2,311,633 
4,481,242 
3,300,450 

60,145,461 

±0 
10 
10 
20 

1,520,385 
2,301,135 
1,543,719 

21,793,565 

94,143 
222,124 
177,030 

7,131,796 

(146,864.25) 
(185,031.37) 

(12,993) 1,331,015 (2,167,403) 

1,467,664 
2,338,228 
1,707,756 

28,088,972 

843,969 
2,143,0X4 
1,592,694 

32,056,489 

Assets subject to Finance Lease 
439,763,849 45,187,558 (3,823,858) 2,468,500 200,892,119 20,282,923 1.331,015 (2,512,292) 219,993,766 263,602,284 

Plant and Machinery 10 
Vehicles 3,527,500 (2,468,500) 1,059,000 20 1,371,404 431,219 (1,331,015) 471,608 587,392 

3,527,500 (2,468,500) 1,059,000 1,371,404 431,219 (1,331,015) 471.608 587,392 
Total 2017 443,291,349 45,187,558 (3.823.858) 484,655,049 202,263,523 20,714,142 1,331,015 (3,843.307) 220,465,374 264,189,676 

16.2 Depreciation for the year has been allocated as follows: 

Cost of sales 
Distribution cost 
Administrative expenses 

16.3 CAPITAL WORK-IN-PROGRESS 

June 30, June 30, 
2018 2017 

Note Rupees Rupees 

28 12,889,803 ' 12,802,373 
29 1,482,494 443,139 
30 5,695,863 7,468,630 

20,068,160 20,714,142 

Tangible 
Plant and machinery 
Opening balance 
Additions made during the year 

Transferred to Plant & Machinery 

4,545,261 - 
23,209,201 4,545,261 

| 27,754,462 4,545,261 
4,865,850 - 

16.3.1 1 22,888,612 4,545,261 
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June 30, 
2018 

June 30, 
2017 

Rupees Rupees 
Civil works 
Opening balance 
Additions made during the year 

Transferred to operating fixed assets 

Intangible 
Opening balance 
Additions made during the year 

Transferred to Intangible Assets 

262,481,902 - 
76,098,433 262,481,902 

338,580,335 262,481,902 

338,580,335 262,481,902 

490,334"' 490,334 

490,334 490,334 

490,334 490,334 

361,959,281 267,517,497 

16.3.1 This includes Rs. Nil (June 30, 2017; Rs. 4.55 million) on account of advance paid to supplier of machinery. 
16.4 This includes Rs. Nil (June 30, 2017: Rs. 1.3 million) on account of advance paid to Atlas Honda Car for purchase of a vehicle 

16.5 Particulars of Company's Immovable Fixed Assets; 

SR No. PARTICULARS LOCATION NATURE AREA OF LAND 
(In Acres) 

1 Manufacturing Facility of Three Wheeler, 
Appliances and Automotive Parts 

18 K.M Raiwtnd Road, Lahore. OWNED 5.46 
2 Construction of New Four Wheeler Manufacturing 

Facility 
Mouza Bhai Kot, Near Tablighi Ijtama, 
Raiwind, Lahore OWNED 36.96 

3 Warranty Center B-66, State Avenue S.l.T.E, Karachi LEASED 0.36 

17 INTANGIBLE ASSETS 

(Rupees) 

Particulars 
Cost Amortization Book Value 

as at 
30-06-2018 

As at 
01-07-2017 

Additions/ 
(deletion) 

As at 
30-06-2018 

As at 
01-07-2017 

For the 
Year 

As at 
30-06-2018 

Intangible Assets 4,208,839 4,208,839 4,158,020 40,244 4,198,264 10,575 
Jun-18 4,208,839 - 4,208,839 4,158,020 40,244 4,198,264 10,575 

Jun-17 4,208,839 - 4,208,839 4,073,234 84,786 4,158,020 50,819 
17.1 Intangible assets include cost incurred on patents, copyrights, trade marks and designs. 
17.2 The amortization cost is included in cost of sales. 

Note 
18 LONG TERM LOANS AND ADVANCES - SECURED 

Loans and advances - considered good, to: 

June 30, 
2018 

June 30, 
2017 

Rupees Rupees 

Executives 
Non-Executives 

6,287,425 
23,876,495 

5,183,725 
19,994,348 

30,163,920 25,178,073 

Less: Amount due within twelve months, shown under current 
portion of loans and advances 23 12,042,952 

18,120,968 

10,308,916 

14,869,157 " 
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Reconciliation of carrying amount of loans and advances to executives and non-Executives: 

Opening balance as Disbursements / Repayments / Closing Balance as at 
at July 01, 2017 Transfer Transfer June 30, 2018 

Executives 5,183,725 4,170,700 3,057,000 6,287,425 
Non-Executives 19,994,348 17,936,538 14,054,391 23,876,495 
June 30, 2018 25,178,073 22,107,238 17,121,391 30,163,920 
June 30, 2017 23,491,154 16,327,154 14,640,235 25,178,073 

These loans and advances have been granted under staff loan and advances policy to facilitate the employees for purchase of 
house and meeting other household payments. These are secured against the gratuity payable to employees. These are interest 
free loans which are repayable within maximum fourteen years. The maximum amount of loan outstanding to executives at the 
end of any month during the year was Rs. 6,511,455 (2017; Rs. 2,960,000). Receivable from executives of the Company does not 
include any amount receivable from Directors or Chief Executive. The carrying values of these loans are neither past due nor 
impaired. The credit quality of these financial assets can be assessed with reference to no default in recent history. These include 
loan made to employee of the company namely Mr. Altaf ul Haq exceeding PKR 1 million 

19 LONG TERM DEPOSITS 

Deposit with Pakistan Steel Mill 
Utilities and others 

Note 

June 30, 
2018 

June 30, 
2017 

Rupees Rupees 

400,000 
2,598,705 
2,998,705 

Long term deposits are given in the normal course of business and do not carry any interest or mark-uo. 

20 STORES, SPARES AND LOOSE TOOLS 

400,000 
1,987,137 
2,387,137 

Stores 
Spares 
Loose tools 

3,411,001 
348,910 

5,250 
3,765,161 

2,318,991 
400,800 

8,940 
2,728,731 

21 STOCK-IN-TRADE 

Raw materials and components 
Work-in-process 
Finished goods 

Less: 
Provision for slow moving items 
Provision for Loss of Stock 

21.1 Provision for slow moving items 

Balance at the beginning of the year 
Charged during the year 
Balance at the closing of the year 

21.2 Provision for Loss of Stock 

Balance at the beginning of the year 
Charged during the year 
Reversal during the year 
Balance at the closing of the year 

21.2.1 Stock recovered during the year. 

21.1 
21.2 

28 

336,012,742 
11,921,639 

137,357,025 

(7,505,112) 

353,203,679 
13,548,770 

191,425,090 

(4,163,512) 
(5,889,077) 

477,786,294 548,124,950 

4,163,512 3,496,191 
3,341,600 - 667,321 
7,505,112 4,163,512 

^5,889,077' 
- 5,889,077 

(5,889,077) - 
5,889,077 
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22 TRADE DEBTS - Unsecured 

22.1 Classification: 

Considered Good 
Considered Doubtful 

Less: Provision for impairment in trade debts 

22.2 Provision for impairment in trade debts 

Balance at the beginning of the year 
Charged during the year 

Written off during the year from provision 
Reversal during the year 
Balance at the closing of the year 

June 30, 
2018 

June 30, 
2017 

Note Rupees Rupees 

22.1 97,613,278 72,080,590 

97,613,278 
9,647,305 

72,080,590 
8,099,517 

22.2 
107,260,583 

(9,647,305) 
97,613,278 

80,180,107 
(8,099,517) 
72,080,590 

8,099,517 
5,558,488 

4,640,199 
3,459,318 

13,658,005 8,099,517 

22.2.1 
- 

(4,010,700) 
- 

9,647,305 8,099,517 

22.2.1 Recovery of doubtful debts 

23 LOANS & ADVANCES 

Advances - considered good 

- Current portion of loans and advances 18 12,042,952' 10,308,916 
- To employees for incurring business expenses 17,480 382,838 
- To suppliers-unsecured  1,336,018 105,005 

I 13,396,450 10,796,759 

23.1 These amount given in the normal course of business and do not carry any interest or mark-up. 

24 TRADE DEPOSITS AND SHORT TERM 
PREPAYMENTS 

Contract securities 
Prepaid expenses 
Letter of credit margin 
Letter of credit in process 

400,000' 446,900 
1,325,907 962,214 
2,054,248 5,052,638 

132,694,721 26,645,564 
136,474,876 33,107,316 

24.1 These amount given in the normal course of business and do not carry any interest or mark-up. 

25 OTHER RECEIVABLES 

105,497,345 88,391,558 
7,071,092 35,495,516 
 - 100,000 
112,568,437  123,987,074 

26 CASH AND BANK BALANCES 

Advance income tax - net 
Advance Sales tax 
Others 

Cash in hand 
Balance with banks 

In current accounts - Conventional banking 
In current accounts - Islamic banking 

183,080 161,580 

25,922,932 
9,218,791 

27,865,668 
39,275,642 

35,324,803 67,302,890 
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27 SALES - NET 

Gross sales 

No'e 

27.1 

Less: Sales tax 
Sales returns 
Commission 

June 30, 
2018 

June 30, 
2017 

Rupees Rupees 

4,868,817,143 

685,562,554 
126,235,781 
88,801,698 

900,600,033 

3,968,217,110 
27.1 This includes Rs. 52.58 million (June 30, 2017: Rs. 56.40 million) on account of export sales. 

4,340,550,823 

622,951,466 
22,131,718 
77,323,146 

722,406,330 

3,618,144,493 

28 COST OF SALES 

Raw materials and components consumed 
Salaries, wages and other benefits 
Stores, spares and loose tools consumed 
Power and fuel charges 
Repair and maintenance 
Other expenses 
Provision for slow moving items 
Depreciation 
Amortization 

Opening work-in-process 

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

Cost of finished goods purchased during the year 

Closing finished goods 

2,959,418,435 2,771,117,862 
28 1 284,281,883 262,004,040 

48,062,243 46,572,513 
63,144,281 60,804,760 
87,883,913 91,008,296 

8,546,620 6,569,135 
21 3,341,600 667,321 

16.2 12,889,803 12,802,373 
17 40,244 84,786 

3,467,609,022 3,251,631,086 
13,548,770 15,490,216 

3,481,157,792 3,267,121,302 
11,921,639 1 13,548,770 

3,469,236,153 3,253,572,532 
191,425,091 \ 167,986,268 

3,660,661,244 3,421,558,800 
- 8,529,779 

3,660,661,244 3,430,088,579 
137,357,025 191,425,090 

3,523,304,219 3,238,663,489 

28.1 Salaries, wages and other benefits include Rs.18,727,673 ( 2017: Rs. 14,517,362) in respect of retirement 
benefits. 

29 DISTRIBUTION COST 

Salaries and other benefits 29 1 18,212,012 14,704,834 
Freight and octroi 58,143,571 52,009,124 
Traveling & conveyance 7,015,367 2,864,659 
Packing material consumed 4,606,886 3,702,031 
Advertisement and sale promotion 1,068,064 5,728,741 
Insurance 401,165 369,533 
Rent, rates and taxes 2,877,552 2,484,803 
After sales service 983,121 860,104 
Printing & Stationery 250,510 745,625 
Depreciation 16.2 1,482,494 443,139 

95,040,742 83,912,593 

29.1 Salaries and other benefits include Rs. 568,867 (2017: Rs. 392,699) in respect of retirement benefits. 
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Note 
30 ADMINISTRATIVE EXPENSES 

June 30, 
2018 

June 30, 
2017 

Rupees Rupees 

Salaries and other benefits 30.1 44,458,473 37,283,814 
Electricity, gas and water charges 295,083 288,352 
Communication expenses 6,258,843 4,955,437 
Vehicle running expenses 3,550,445 3,628,377 
Legal and professional 1,623,523 1,423,011 
Traveling and conveyance 2,281,371 639,306 
Fee and subscription 2,754,690 2,201,631 
Insurance 452,239 352,036 
Rent, rates and taxes 940,081 1,194,861 
Printing and stationery 2,105,340 3,124,637 
Entertainment 2,363,372 2,064,227 
Office supplies 252,048 193,748 
Miscellaneous expenses 1,638,725 1,065,999 
Depreciation 16.2 5,695,863 7,468,630 

74,670,096 65,884,066 
30.1 Salaries and other benefits include Rs. 4,958,753 (2017: Rs. 3,800,582 ) in respect of retirement benefits 

31 OTHER OPERATING EXPENSES 

Tax Consultancy Services 
Auditors' remuneration 
Exchange loss 
Provision for loss of stock 
Provision for doubtful debts 
Contribution towards: 
Workers' profit participation fund 
Workers' welfare fund 

31.1 Tax Consultancy Services 

Viqar A. Khan 8i Co. 
Tax services 

KPMG Taseer Hadi 8. Co. 
Tax services 

31.2 Auditors remuneration 

Azim 8t Company 
Workers' Profit Participation Fund audit 

H.Y.K & Co. 
Statutory audit 
Half yearly review 
Workers' Profit Participation Fund audit 
Certificate fee 

32 OTHER INCOME 

Income from non Financial Assets 
Gain on sale of fixed asset 
Reversal of provision for doubtful Debts 
Reversal of provision for loss of stock 
Miscellaneous Income 
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31.1 
31.2 

1,455,000 
865,000 
707,416 

5,558,488 

1,290,000 
760,000 

72,157 
5,889,077 
3,459,318 

10.5 
10.6 

13,799,050 
4,823,328 

27,208,282 

10,994,813 
4,238,497 

26,703,862 

880,000 

575,000 

1,455,000 

1,290,000 

1,290,000 

20,000 

650,000 
150,000 
20,000 
45,000 

575,000 
150,000 

15,000 
865,000 740,000 
865,000 760,000 

1,089,123 
4,010,700 - 
5,889,077 - 
1,680,853 1,833,709 

11,580,630 2,922,832 



SAZGAR ENGINEERING WORKS LIMITED 

NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED JUNE 30, 2018 

33 FINANCE COST 

Mark-up on: 
Short term borrowings - secured - Islamic Banking 
Profit on Murabaha - Islamic Banking 

Interest on Workers' Profit Participation Fund 
Financial charges on finance lease - Islamic Banking 
Bank charges and others 

June 30, June 30, 
2018 2017 

Note Rupees Rupees 

177,031 
1,470,354 481,740 
2,679,986 549,208 

965 46,777 
567,423 711,845 

4,895,759 1,789,570 

34 TAXATION 

Current 
For the Year 34.1 72,893,882' 65,454,307 
Prior Year 34.2 (2,526,084) (1,182,232) 

Deferred 
For the Year (1,694,174)  (2,980,271) 

34.4 68,673,624 61,291,804 

34.1 The rate of tax has decreased from 31% to 30% during the year. 

34.2 This amount relates to adjustment of provision for taxation of previous year. 

34.3 The income tax assessments of the company have been finalized up to tax year 2017, except as mentioned in 

note 15.1. The Provision for taxation is considered adequate to discharge the expected liability for current year. 

34.4 Tax charge reconciliation 

Profit before taxation 254,678,6421 204,113,745 

Tax charge on accounting profit at applicable tax 
rate 30% (31%: 2017) as per Income Tax Ordinance, 2001 76,403,593 I 63,275,261 

Tax effect of amounts that are: 
- not deductible for tax purposes 
- allowable deductions for tax purposes (871,588) 1,446,896 

Tax effect of profit attributable to presumptive income (3,742,374) (2,104,771) 
Effect of presumptive tax 511,904 429,580 
Tax effect due to reversal of prior year's WWF (51,618) (24,298) 
Tax credit due to investment (1,050,209) (548,633) 
Adjustment of prior year taxation (2,526,084) (1,182,232) 
Taxation for the year 68,673,624 1 61,291,804 

34.5 Comparison of tax provision with tax assessment 
| 2015 | | 2016 2017 

Tax Provision 32,786,233 48,745,424 65,454,307 
Tax Assessment 31,756,479 47.563,192 62,928,223 
Excess / (Short) 1,029,754 1,182,232 2,526,084 
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SAZGAR ENGINEERING WORKS LIMITED 

NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED JUNE 30, 2018 

June 30, 
2018 

June 30, 
2017 

EARNINGS PER SHARE - BASIC AND DILUTED Note Rupees Rupees 
Basic earnings per share Restated 

Profit after taxation for the year Rupees W186,005,018' 142,821,941 

Weighted average number of ordinary shares 
outstanding during the year Number 21,566,842 21,566,842 

Basic earnings per share - Rupees Rupees 8.62 6.62 

Diluted earnings per share 

A diluted earnings per share has not been presented as the Company does not have any convertible instruments in issue as at June 
30, 2018 and June 30, 2017 which would have any effect on earning per share if the option to convert is exercised. 

CASH GENERATED FROM OPERATIONS 

Profit before taxation ^254,678,642 204,113,745 

Adjustment for non cash charges and other items; 
Depreciation 
Amortization 
Provision of staff retirement gratuity 
Financial and other charges 
Other income 

20,068,160 
40,244 

24,255,293 
4,895,759 

(11,580,630) 

20,714,142 
84,786 

18,710,643 
1,789,570 

(2,922,832) 
37,678,826 38,376,309 

Working capital changes 
Increase in long term loans and advances 

36.1 
292,357,468 
(31,341,283) 
(3,251,811) 

242,490,054 
108,865,334 

(1,411,942) 

Cash generated from operations 257,764,374 349,943,446 

Working capital changes 

(Increasej/decrease in current assets 
Store, spares and loose tools 
Stock-in-trade 
Trade debts 
Loans and advances 
Trade deposits and short term prepayments 
Other receivables 

(1,036,430) 
76,227,734 

(21,521,988) 
(2,599,691) 

(103,367,560) 
100,000 

253,460 
(61,242,025) 
20,413,810 

7,253,003 
(709,770) 

2,238,780 

Increase in current liabilities 
Trade and other payables 20,856,652 140,658,076 

(31,341,283) 108,865,334 

CASH AND CASH EQUIVALENTS 

Cash and cash equivalents include: 
Cash and bank balances 26 35,324,803 67,302,890 

35,324,803 67,302,890 
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SAZGAR ENGINEERING WORKS LIMITED 

NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED JUNE 30, 2018 

June 30, 
2018 

June 30, 
2017 

Rupees Rupees 
38 TRANSACTIONS WITH RELATED PARTIES 

The related party transactions are comprise of the remuneration, allowances, benefits, bonus shares and dividend paid to Chief 
Executive, Executive Directors and Key management personnel in accordance with terms of their appointment and meeting 
attending fee paid to non-executive directors. 

The detail is given below; 

Remuneration, Allowances and benefits paid to Chief Executive 

Remuneration, Allowances and benefits paid to Executive Director (s) 

Meeting fee paid to Non-Executive Director (s) 

Cash Dividend paid to Chief Executive 

Bonus shares issued to Chief Executive 

Cash Dividend paid to Directors (s) 

Bonus shares issued to Directors (s) 

Remuneration, Allowance and benefits paid to Key Management personnel 

Cash Dividend paid to Key Management personnel 

Bonus shares issued to Key Management personnel 

14,250,000 

11,825,000 

995,000 

15,125,930 

8,157,700 

28,309,870 

25,080 

10,324,355 

5,975,404 

445,000 

20,798,160 

11,233,959 

25,079,580 

34,496 

In addition to above. The Chief Executive and executive director (s) of the company are also provided witn company maintained car 
for official and personal use. 

39 REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES 

The aggregate amount charged in these financial statements for the year fcr remuneration, including certain benefits to the Chief Executive, Directors and Other Executives of the Company are 
as follows; 

(Rupees) 
Chief Executive Executive Directors Non Executive Directors Executives Total 

Particulars 2018 2017 2018 2017 2018 2017 2018 2017 
Restated* 

2018 2017 
Restated* 

Managerial Remuneration 13,800,000 9,739,355 11,400,000 5,712,904 34,616,160 28,855,240 59,816,160 44,307,499 
Bonus & Leave encashment 450,000 585,000 425,000 262,500 2,688,290 2,945,060 3,563,290 3,792,560 
Meeting Fee - - 995,000 445,000 995,000 445,000 

Total 14,250,000 10,324,355 11,825,000 5,975,404 995,000 445,000 37,304,450 31,800,300 64,374,450 48,545,059 
Number of persons 1 1 2 2 6 6 12 11 21 20 

The Chief Executive, executive directors and some of the executives of the company are also provided with company maintained ar for offical and personal use. 
• Comparative figures have been restated to reflect changes in the definition of executive as per Companies Act, 2017. 

40 SEGMENT REPORTING 

Management monitors the operating results of its business segments separately for the purpose of making decisions about 
resource allocation and performance assessment. Operating segments are reported in a manner consistent with internal reporting 
provided to the Chief Operating Decision Maker (CODM). Segment performance is generally evaluated based on certain key 
performance indicators including business volume and gross profit. 

Segment results include items directly attributable to a segment as well as those that can be allocated on a reasonable basis. 

The management has determined the operating segments and segment wise assets and liabilities based on the reports reviewed 
by the CODM that are used to make strategic and business decisions. 

1) AUTO-RICKSHAW 

This segment relates to the sale of auto-rickshaw assembled by the company. 
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SAZGAR ENGINEERING WORKS LIMITED 

NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED JUNE 30, 2018 

li) AUTOMOTIVE PARTS 

This segment relates to the sale of automotive parts manufactured by the company, 

iii) HOUSEHOLD APPLIANCES 

This segment relates to the sale of household appliances. 

iv) AUTOMOBILES-FOUR WHEELER 

This segment relates to the project of four wheeler automobiles. 

2018 2,017 2018 2,017 2018 2,017 2018 2017 2018 
Rupees Rupees Rupees Rupees Rupees Rupees Rupees Rupees Rupees 

2,017 
Rupees 

Segment revenue -Net 

Segment operating results 
Segment assets 
Unallocated assets 
Total assets 
Segment liabilities 
Unallocated liabilities 
Total liabilities 

Capita! expenditure 

Depreciation and amortization 

Non-cash charges other than 
depreciation and amortization 

3,335,894.636 3,121,312,591 617,634.311 493,586,697 14,688,163 3,245,205 

258,955,01 
522,814,697 922,096,456 318,527,903 255,264,158 12,065,789 23,88.1,144 588,089,358 * 

218,610,000 14,548.652 9,043,686 1,948,136 (19,341) (1,114.823) 

3,968.217,110 3,618,144,493 

274.337,053 227,634,345 
1,441,497,747 1,201,241,758 

165.365,455 207.200,837 

544,247,978 567.928.929 90,494,461 53,756,473 

14,862,927 * 313,514,721 * 

13,678,325 14,877,570 

18,836,060 19,844,692 

187,167,566* 

1,606.863.202 1,408,442,596 
634,742,439 621,685,402 

14,756,376 12,968,888 
649.498,815 ' 634,654,290 

202,030^93 313,514,721 

6.420,499 5,91Q 857 

8,413,213' 8,863,723 

9,580 10,501 

17,031 17,943 

*Considering the potential growth and future prospects of the automobile sector in Pakistan ana in order to facilitate the timely completion 
of the new four wheeler Project, the Board had decided to hold the expansion of auto rickshaws production facilities during the year. 

41 FINANCIAL INSTRUMENTS 
41.1 Concentration of credit risk 

Credit risk represents the accounting loss that would be recognized at the reporting date if counter parties failed completely to perform as 
contracted. The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to credit risk at the 
reporting date was: 

Note 

June 30, 
2018 

June 30, 
2017 

Rupees Rupees 
FINANCIAL ASSETS 

Long term deposits 
Trade debts 
Loans and advances 
Trade deposits 
Bank balances 

The maximum exposure to credit risk for trade debts on geographical basis: 

Pakistan 

19 
22 

18 & 23 
24 
26 

2,998,705 
97,613,278 
31,517,418 

136,474,876 
35,324,803 

303,929,080 

97,613,278 
97,613,278 

The maximum exposure to credit risk for trade debts at the reporting date by type of parties was: 

Corporate customers 61,944,690 
Distributor 
Dealers & customers 24,845,198 
Others 10,823,390 

2,387,137 
72,080,590 
25,665,916 
33,107,316 
67,302,890 

200,543,849 

72,080,590 
72,080,590 

28,500,173 

38,124,280 
5,456,137 

97,613,278 72,080,590 
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NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED JUNE 30, 2018 

June 30, June 30, 
2018 2017 

Rupees Rupees 
43,329,008 8,915,100 
11,427,523 13,336,730 
16,444,721 8,834,122 
26,412,020 40,994,638 

i 97,613,278 72,080,590 

The aging of trade debts at the reporting date was; Note 
Not past due 
Past Due 0-30 days 
Past due 31-120 days 
Past due more than 120 days 

The trade debts impaired has been disclosed in note 20.2 of these financial statements. 

41.2 Foreign exchange risk management 

Foreign currency risk arises mainly where payable exist due to transactions with foreign undertakings. Payable exposed to foreign 
currency risks are identified as either creditors or bills payable. The Company considers hedging if it is feasible. However the banks 
are not allowing any hedging and forward booking of foreign currency at the moment. 

41.3 Capital Risk Management 

The Company's objective when managing capital is to safe guard the company's ability to continue as a going concern so that it can 
provide returns for shareholders and benefits for other stakeholders; and to maintain a strong capital base to support the 
sustained development of its business. The company manages its capital structure by monitoring return on net assets and makes 
adjustments to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, the company 
may adjust the amount of dividend paid to shareholders or issue new shares. 

41.4 Fair value of financial instruments 

The carrying value of all the financial instruments i.e. financial assets and liabilities reflected in the financial statements 
approximate their fair values. Fair value is the price that would be received to sell an asset or paid to transfer a liability in an 
orderly transaction between market participants at the measurement date. International Financial Reporting Standard 13, 'Fair 
Value Measurements' requires the company to classify fair value measurements using a fair value hierarchy that reflects the 
significance of the inputs used in making the measurements. The fair value hierarchy has the following levels: 
- quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1); 
- inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly (i.e. as prices) 
or indirectly (i.e. derived from prices) (level 2); and 
- inputs for the asset or liability that are not based on observable market data (unobservable inputs) (level 3). 
The level in the fair value hierarchy within which the fair value measurement is categorised in its entirety shall be determined on 
the basis of the lowest level input that is significant to the fair value measurement in its entirety. 
Currently there are no financial assets or financial liabilities which are measured at their fair value in the statement of financial 
position. 

41.5 Market Risk 

Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate as a result of changes in 
market prices. Market risk comprises of three types of risk: Currency risk, interest rate risk and price risk. 

41.5.1 Currency Risk 

Currency risk is the risk that fair value of future cash flows of a financial instrument will fluctuate because of changes in foreign 
exchange rates. The company is exposed to currency risk on import of raw materials and finished goods being denominated in US 
dollars. The Company's exposure to foreign currency risk for US Dollars is on account of outstanding letter of credits of Rs. 254.96 
million (2017: Rs. 167.30 million). 
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June 30, 
2018 

June 30, 
2017 

Numbers Numbers 

Actual Production 

Auto Rickshaw 
Automotive Parts 

Wheel Rims 

21,72* 21,193 

106,593 94,307 
The excess production of Auto-Rickshaw over normal capacity is due to working on over-time schedule to meet the increased 
demand during the year. 

43 NUMBER OF EMPLOYEES 

Number of permanent employees at the year end 
Average number of permanent employees during the year 

Number of factory employees at the year end 
Average number of factory employees during the year 

44 DISCLOSURE REQUIREMENT FOR SHARIAH COMPLIANT COMPANIES 

807 
821 

771 
784 

825 
789 

787 
755 

As per the requirements of the fourth schedule to the Companies Act, 2017, shariah compliant companies and the companies 
listed on Islamic Index shall disclose the following: 

44.1 Loans/advances obtained as per Islamic mode 
44.2 Shariah compliant bank deposits/bank balances 
44.3 Profit earned from shariah compliant bank deposits/bank balances 

44.4 Revenue earned from a shariah compliant business segment 
44.5 Gain/loss or dividend earned from shariah compliant investments 
44.6 Exchange gain earned from actual currency 
44.7 Mark up paid on Islamic mode of financing 
44.8 Relationship with shariah compliant banks 
44.9 Profits earned or interest paid on any conventional loan or advance. 

45 CORRESPONDING FIGURES 

Disclosed in Note no. 7,10,12 
Disclosed in Note no. 26 
No Profit earned from any deposits during 
the year. 
Disclosed in Note no. 27. 
No investment made during the year. 
No Exchange gain during the year. 
Disclosed in Note no. 33 
Disclosed in Note no. 7,10,12 
No profit earned or interest paid to any 
conventional bank during the year. 

Corresponding figures are re-arranged, wherever necessary, for the purpose of comparison. However, no such significant re- 
arrangements have been made in these financial statements. Except as mentioned below 

Reclassification from Statement of 
Financial Position 

Reclassification to Statement of 
Financial Position June 30,2017 

Trade and other payables 
(Notes to the Financial statements) 

Unclaimed dividend 
(On the face of statement of Financial Position) 

2,173,778 

Reclassification from Other 
 Expenses  

Reclassification to Other Expenses 

Auditor Remuneration 
(Notes to the Financial statements) 

Tax Consultancy Services 
(Notes to the Financial statements) 

Notes 

31 

June 30, 2017 

1,290,000 

45 DATE OF AUTHORIZATION FOR ISSUE: 

The Board of Directors of the Company has authorized these financial statements for issue on September 24, 2018. 
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47 GENERAL 
The figures have been rounded off to the nearest rupees. 

MIAN ASAD HAMEED SAEED IQBAL KHAN MUHAMMAD ATIF RAO 
CHIEF EXECUTIVE DIRECTOR CHIEF FINANCIAL OFFICER 
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iO SAZGAR ENGINEERING WORKS LIMITED 

NOTICE OF ANNUAL GENERAL 

MEETING 

Notice is hereby given that 27th Annual General Meeting of 
Sazgar Engineering Works Limited will be held at All Seasons 
Wedding & Banquet Hall, Lala Zar Commercial Market, 
Thokar Niaz Baig, Opp Yasir Broast, 0.5 KM-Raiwind Road, 
Lahore on Monday, October 22, 2018 at 11:00 A.M. to transact 
the following businesses: 

ORDINARY BUSINESSES: 

1. To receive, consider and adopt the Audited Annual 
Financial Statements of the Company for the year 
ended 30lh June, 2018 together with the Directors' 
Report, Auditors' Report and Chairperson's Review 
Report. 

2. To appoint Auditors and to fix their remuneration for 
the year ending June 30, 2019. The present auditors 
M/s H.Y.K & Co. Chartered Accountants, retire and 
being eligible, offer themselves for re-appointment. 
The Audit Committee and the Board of Directors have 
recommended their re-appointment. 

By order of the Board 

Lahore 
October 01, 2018 l- 

Notes: 

Arshad Mahmood 
(Company Secretary) 

The share transfer books of the company will remain 
closed from October 16, 2018 to October 22, 2018 
(both days inclusive). Transfers received in order at the 
share registrar office M/s Corp Tec Associates (Pvt.) 
Ltd., 503-E, Johar Town, Lahore at the close of 
business on 15th October, 2018 will be treated in time 
for entitlement to attend the Annual General Meeting. 

Consent for Video Conference Facility 

Pursuant to the provisions of the Companies Act, 2017, 
members can avail video conference facility to 
participate in this Annual General Meeting provided 
the Company receives consent from the members 
holding in aggregate 10% or more shareholding, 
residing in a city, at least seven (7) days prior to the 
date of meeting. Subject to the fulfillment of the above 
conditions, members shall be informed of the venue 
along with complete information necessary to access 
the facility. Format of request form has been placed on 
the Company's website. 

Pursuant to the Securities and Exchange Commission 
of Pakistan's notification S.R.O 470(I)/2016 dated 31 
May, 2016, the shareholders of the Company in 
EOGM of the Company held on IS'11 March 2017 had 
accorded their consent for transmission of annual 
reports including audited annual financial statements, 
notices of annual general meetings and other 
information contained therein of the Company through 
CD or DVD or USB instead of transmitting the same in 
hard copies. Accordingly, the Company has sent its 
Annual Report 2018 in the form of CD. The 
shareholders who wish to receive hard copy of the 
Annual Report 2018 may send their requests to the 
Company Secretary / Share Registrar as per the 
Standard Request Form which is available on the 
website of the Company. The Company will supply 
hard copies of the aforesaid document to the 
shareholders free of cost, within one week of such 
request. The shareholders who intend to receive the 
annual report including the notice of meeting through 
e-mail are requested to provide their written consent on 
the Standard Request Form available on the 
Company's website. 

b. A member entitled to attend and vote at this meeting 
may appoint another member as his/her proxy to attend 
the meeting and vote for his/her behalf. Proxies in 
order to be effective must be received at the Share 
Registrar Office duly stamped and signed not less than 
48 hours (working days only) before the time of 
holding of the meeting. 

CDC Account Holders will further have to follow 
the guidelines as laid down in Circular 1 dated 
January 26, 2000 issued by Securities and Exchange 
Commission of Pakistan for attending the meeting 
and appointment of proxies. 

c. Members are requested to promptly communicate the 
change in their addresses, if any, to the Company's 
share registrar. 

d. In accordance with the provision of section 223 (7) of 
the Companies Act 2017, the financial statements and 
reports of the Company for the year ended June 30, 
2018 have been placed on the Company's web site 
www.sazgarautos.com for the information of 
shareholders. 
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SAZGAR ENGINEERING WORKS LIMITED 

FORM OF PROXY 

I/We 

of  

a member of SAZGAR ENGINEERING WORKS LIMITED 

hereby appoint Mr. / Mrs. / Ms.   

of  

or failing him Mr. / Mrs. / Ms. 

of  

Who is / are also member/s of Sazgar Engineering Works Limited to act as my / our proxy and to vote 
for me/us and on my/our behalf at the 27 th Annual General Meeting of the shareholders of the Company to 
be held on Monday October 22 , 2018 at 11:00 A.M. at All Season & Banquet Hall, Lala Zar Commercial 
Market, Thokar Chowk, Opp Yasir Broast, Raiwind Road, Lahore and at any adjournment thereof. 

Signed this. . day of. .2018 

Folio 
No. 

CDC Participant 
ID No. 

CDC Account/ 
Sub-Account No. 

No. of 
shares held 

Signature over 
Revenue Stamp of 

Rupees 5/- 

Witness 1 

Signature 
Name 
CNIC No. 
Address 

Witness 2 

Signature . 
Name 
CNIC No. 
Address 

Notes: 1. The proxy must be a member of the Company. 
2. The signature must tally with the specimen signarure/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 alongwith attested photocopies of Computerized National Identity 
Card or the Passport of the beneficial owner. Representatives of corporate 
members should bring the documents required for such purpose. 

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

5. TheinstrumentofProxyproperly completed should be deposited at the Share 
Registrar Office of the Company not less than 48 hours before the time of 
holding the meeting. 
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Sazgar Engineering Works Limited 

Registered Office: 88 AliTown,Thokar Niaz Baig, Raiwind Road, Lahore. 
Tel: 042-35297861-62, 35291573-74, Fax: 042-35297863 
Factory: 18 Km, Raiwaind Road, Lahore.Tel: 042- 35330300-2, Fax: 042-35330329 
sazgar@brain.net.pk info@sazgarautos.com www.sazgarautos.com 
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