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LEINER PAK GELATINE LIMITED.

. DON'T ONLY ASK FOR GELATINE !
INSIST ON “HALAL”
GELATINE AND ITS PRODUCTS

NOTICE OF 37™ ANNUAL GENERAL MEETING

Notice is hereby given that the 37" Annual General Meeting of LEINER PAK GELATINE LTD.,
will be held on Wednesday, the 28™ October, 2020 at 10.00 A.M. at the Registered office of the
Company, 17/G, Gulberg-2, Lahore-54660 to transact the following business :

1. Recitation from the Holy Quran.

2. To confirm the minutes of the Annual General Meeting held on Monday, 28" October,
2019.

3. To receive and adopt the Annual Accounts of the Company for the Year ended 30" June,
2020 together with Directors' and Auditors' Report thereon.

4. To appoint the Auditors of the Company for the year ending 30™ June, 2021 and to fix
their remuneration.
Ordinary Business
5. To transact or discuss any other business with the permission of the Chair.

BY O IZOF THE B RD,
‘/ A @A

(IBRAR AHMED KHWAJA),
LAHORE: COMPANY SECRETARY.
DATED: 07" October, 2020.
NOTES: :

1. The Share Transfer Books of the Company will remain closed from 22 October, 2020 to
28™ October, 2020 (both days inclusive). Shares may be lodged for transfer with our
Registrar M/s CORPLINK (PVT) LTD., Wings Arcade, 1-K, Commercial, Model Town,
Lahore. Phone Nos: 042-35839182, 35887262, 35916719 Fax No: 042-35869037.

2. The Shareholders are advised to notify the Registrar of any change in their address.

3. A member entitled to attend and vote at this meeting may appoint another member as
proxy to attend and vote instead of him. The Proxy Form duly signed and stamped must
be received at the Registered Office of the Company not less than 48 hours before the
time of holding the meeting.

4. Any individual beneficial owner of the share in the Central Depository Company (CDC)
entitled to vote at this meeting with him/her to prove him/her identity together with
his/her Account number in CDC and in case of proxy, must enclose an attested copy of
his/her CNIC. Representative of Corporate Members should bring the usual documents
required for such purpose.

5. Pursuant to the directive of the Securities and Exchange Commission of Pakistan (SECP),
CNIC numbers of shareholders are mandatory required on dividend warrants.
Shareholders are therefore requested to submit a copy of their CNIC (if not already
provided) to the Shares Registrar. In case of non-receipt of the copy of a valid CNIC, the
company would be unable to comply with SRO 831(1)/2012 dated July 05, 2012 of SECP
and therefore will be constrained under SECP order dated July 13, 2015 to withhold the
dispatch of dividend warrants of such shareholders.

6. Shareholders, who by any reason, could not claim their dividend or bonus shares or did
not collect their physical shares, are advised to contact our Share Registrar M/s Corplink
(Pvt) Limited. to collect / enquire about their unclaimed dividend or pending shares, if
any.
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7. Pursuant to Notification vide SR

0.787(1)/2014 of September 08, 2014, SECP has

directed to facilitate the members of the company receiving Annual Financial Statements
and Notices through electronic mail system (e-mail). We are pleased to offer this facility
to our members who desire to receive Annual Financial Statements and Notices of the
Company through e-mail in future. In this respect members are hereby requested to
convey their consent via e-mail on a standard request form which is available at the

Company website 1.e. www.leinerpakgelatine.com.
~ Members can also avail video conference facility, in this regard, please fill the following
and submit to registered address of the Company 10 days before holding of the Annual

t from members holding in aggregate

General Meeting. If the Company received consen
10% or more shareholding residing at a geographical location, 10 participate in the
meeting through video conference at least 10 days prior date of the meeting, the Company

will arrange video conference facility in the city subject to availability of such facility in
that city.

“I/We, of . being a membel

of Leiner Pak Gelatine limited, holder of ordinary Share(s) as
Registered Folio No. hereby opt for video conference facility
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VISION STATEMENT

Continue to lead the domestic industry in Gelatine manufacturing with technology and
quality of the product along with persistent recognition in international market in the line
of code of conduct and best practices of corporate governance.

MISSION

The mission of the management of the company is to focus on the vision and its
accomplishment by:

Adoption of advanced technologies in Gelatine manufacturing.

Investment in human resources to create and strengthen professional
environment.

Developing company’s code of conduct and pursuance of best practices of
corporate governance.

Exploring new international markets with the satisfaction of existing customers.
Continuous improvement of quality system, environmental management system
from 1SO-9001:2000, ISO 14000 (already obtained) to other achievements of
quality management.

Fetching and delivering healthy returns to all stakeholders.

Contribution towards economic and social uplift of employees and community in
general.
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CORPORATE STRATEGY

OBJECTIVES
==L IIVES

Our corporate strategy is very much in line with vision and mission statement. S
objectives are Covering the following areas.

* Sustainable growth.
Promotion for efficient use of energy.

* Innovation in Product line.

* Customer satisfaction.

* Adherence to the code of conduct.

* Safeguard the share holders interest.

* Continuous improvement of human capital.



Leiner Pak Gelatine Ltd. 2019-2020

’S REVIE

On behalf of the Board of Directors, | am pleased to present the company’s 37" Annual
Report.

Financial year 2020 has been very challenging for the whole world. Covid-19 pandemic
has surfaced as a major event forcing the world into lock down and restricting economic
activity across the board. This pandemic has rattled global markets and real economies
with breakneck speed. The impact has also adversely affected emerging markets,
including Pakistan.

Business operations at Leiner Pak Gelatine Limited also badly affected and company
could not achieve its expected turnover even getting signed huge contracts of Gelatine
exports at some better pricing. Our major export deliveries were scheduled in the third
quarter and onward in this fiscal year. These export orders were rescheduled by our
prospective buyers in Malaysia and Europe as these economies were come to halt due
to lockdown. As a result our company's turnover was restricted to Rs.660.888 million
only. However better negotiated prices helped us to close company’s operations in to
profits.

Management is fully determined to procure raw material (crushed bone) at feasible
prices from direct source to improve its profitability and yield of Gelatine.

Environment friendly policies are implemented throughout the company and all
precautionary measures are taken at work places to protect the employees from Covid-
19 pandemic.

Board is fully responsive and actively guiding the management to meet the challenges
faced by the company. Board and its committees (Audit Committee and Human
Resource and Remuneration Committee) are functioning according to guidelines of
Code of Corporate Governance. The Board is having two independent and one female
director in total seven directors. Board met five times during the year. Evaluation of
performance of the Directors is made on annually basis. Current year evaluation of
Board members reflected that Board has performed impressively and effectively
handled unusual circumstances amid Coivid-19 breakout.

Management, in compliance to CSR policy, extending its support to health and
educational sector in terms of donations to recognized institutions.

Board of Directors recognizes the contribution of company employees to the success of
your company.

LAHORE AHMED AL| RIAZ
Dated: October 07, 2020. Chairman
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DIRECTORS’ REPORT

The Directors are pleased to present the 37" Annual Report along with company’s financial
statements for the year ended 30" June, 2020 together with Auditors’ Report thereon.

PRINCIPAL ACTIVITY

Leiner Pak Gelatine Limited is involved in manufacturing “Halal” Gelatine and Di-calcium
Phosphate (by product).

OPERATIONS

In financial year 2020 whole of the world has experienced deadly outbreak of Covid-19
pandemic. This outbreak posed an emergency not only on health sector but has been a major
concern for global economy.

During the year company registered its turnover at Rs.660.888 million as compared to
Rs.779.659 million last year. At the start of financial year major export contracts were finalized
with Malaysian buyers and it was expected that Gelatine Exports share could arrive at 50% of
total revenue. Outbreak of Covid-19 started in January-2020 in rest of the world after China and
lockdown imposed by the affected countries dampened economic activities. Malaysian
government also followed same strategy of lockdown which compelled our buyers to revise the
schedule of export orders. Delay in delivery schedules of export orders and economic slowdown
in Pakistan economy badly hampered our revenue forecast and restricted the total revenue at
Rs.660.888 million.

Raw material prices (crushed bone) kept on increasing due to devaluation of Pak Rupee as
same is an exportable item and it is being exported to China, Japan, and other neighboring
countries.

It is pertinent to mention that devaluation of Pak Rupee has driven to negotiate better pricing
with our prospective buyers and average selling price of our product Gelatine grew up which
yielded to gross profit margin at 15.41% as compared to 12.15% in last year and company
managed to post profit before tax at Rs.11.238 million (last year Rs.11.430 million)

Despite the profitability of current year operations, company is still bearing negative cash flow
from operating activities during the year ended June 30, 2020 and as of that date accumulated
loss is appearing at Rs.3.272 million and current liabilities exceeded its current assets by
Rs.80.797 million. Furthermore, running financial facility amounting to Rs.30.00 million from
Summit Bank Limited expired during the last financial year has not yet been renewed by the
Bank for future periods. These conditions indicate that a material uncertainty exists that may
cast significant doubts on the company’s ability to continue as a going concern as the company
may be unable to realize its assets and discharge its liabilities in normal course of business.
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This year again company managed to post profit after tax at Rs.1.928 million and co!
financial position is further improved. Keeping in view the following factors, the mana
foresees that company will continue as going concern.

e There is continued demand for the products of the Company. Demand of*
Gelatine exists in foreign and local markets as “Halal” Gelatine is eq
consumed in Muslim and Non-Muslim countries. The decline in sales
current year is due to lockdowns during the pandemic COVID-19 which
expected not to recur in future and there will be upward trend in sales.

e There is continued financial support of the Company’s sponsors. The spon
of the Company have inducted up to June 30, 2020 Rupees 80.263 million (&
30, 2019: Rupees 47.858 million) interest free loans. They are also committe
induct further funds, if the need arises, to address any liquidity issues for s
operations.

» Major financing arrangements with bank as at June 30, 2020 are valid for fiu
periods as well. The Summit Bank running finance account is fully operatia
and banking transactions are being made therein regularly up to the sanctic
limit. The management of the Company is engaged with the said bank
renewal of the facility as well as working on arranging alternate fina
arrangements; if required.

Apart from the aforementioned factors there are also positive indicators as per &
financial statements as mentioned below:

a) The existence of new sales orders along with advance payments received &
against; and

b) Existence of profits after taxation during the current year as well as in the last
and continuous profits before taxation since past six years to date.

These financial statements have, therefore, been prepared using going concern basis
accounting and, accordingly, do not include any adjustments relating to realization of
assets and the liquidation of any liabilities that might be necessary should the Co
be unable to continue as a going concern.

The auditors’ report contains emphasis of matter paragraph to draw attention towards the ge
concern matter. In this regard management's assessment is detailed in note 2 in the anne
financial statements.

CORPORATE AND FINANCIAL REPORTING FRAME WOK

Company is fully compliant with the Code of Corporate Governance and Corporate &
Financial Reporting framework of the Securities & Exchange Commission of Pakistan (SEC
Board is pleased to place following statement on record:
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(

2.
3.

7.

8.

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

Proper books of accounts have been maintained.

Appropriate accounting policies have been consistently applied in preparation of
financial statements. The accounting estimates wherever required, are based on
reasonable and prudent judgment.

IFRS and International Accounting Standards as applicable in Pakistan have been
followed in preparation of financial statements.

The system of internal control is sound in design and has been effectively implemented
and monitored.

The management has explained their review in detail regarding going concern ability of
the company in note 2 to the annexed financial statements.

There has been no material departure from the best practices of corporate governance,
as detailed in listing regulations.

Outstanding taxes, duties and charges have been disclosed in the financial statements.

KEY OPERATING AND FINANCIAL DATA OF LAST SIX YEARS

Years ending on June: 2019 2018 2017 2016 2015 2014
Rupees | Rupees | Rupees | Rupees Rupees | Rupees
ll (000s) | (000s) | (000s) | (00Os) | (00Os) | (00Os)
Turnover 779659 | 752,297 | 692,372 | 727,664 | 691,778 | 488374
| Profit/(Loss) after Taxation 2,537 (3,956) (3,009) 2748 | (14,402) | (52,956)
TAssets 860,191 | 715,769 | 661,874 | 652,850 | 519,059 | 482,257
i Dividend 2 3 2 5 z, o
"Non-current Liabilities 864 | 1,043 504 856 . :

ADEQUACY OF INTERNAL CONTROL

Internal control system of the company is properly designed keeping in view the nature of
business and materiality of the transactions involved. Internal control system is periodically
reviewed by the audit committee and improvements in the system are made keeping in view
recommendations of internal audit department.

STATEMENT OF VALUE ADDITION AND ITS DISTRIBUTION

The “Statement of Value Addition and its Distribution is annexed to the report.

10
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DIRECTORS’ REMUNERATION

Remuneration of the Board of Directors is approved by the Board. Non-executive Directors and
independent Directors are entitled for fee for attending the meetings. Remuneration of Directors
and Chief Executive Officer are disclosed in Note No. 43 to the financial statements for the year
ended June 30, 2020.

DIRECTORS OF THE COMPANY

During the year following Directors served on the Board of the company.
Sr. No. Name of Directors Number of Meetings

Ahmed Ali Riaz

Khwaja Imtiaz Ahmed

ljaz Ahmed Khwaja

Ibrar Ahmed Khwaja

Mian Zia ud Din (independent)
Ayesha Ahmed

Rashid Minhas (independent)

NB B e st
(NS TS S, IS G G

APPROPRIATIONS

In view of the accumulated loss, it has been decided to omit the dividend for the current year.

EARNING RATIO:

The earning per share after tax works out to Rs. 0.26 {last year Rs. 0.34 }.

PROVIDENT FUND

The company operates an approved contributory provident fund covering all permanent
employees. The value of the fund at the year end 30" June, 2020 is Rs.154.297 million. The
investment values of the respective fund is as follows:

11
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i Provident Fund
Last audited statements June 30, 2020
Investments at fair value Rs.(000s) 101,734

These funds are invested as given below:

Rs.(000s)
Unit Trust Schemes 37,536
Mutual Funds 1,110
Savings Schemes of Banks 3,724
Bank Deposits 22,473
Listed Securities 36,891
101,734

CORPORATE SOCIAL RESPONSIBILITY (CSR)

The company is committed to work in the best interest of all the stakeholders, in particular the
community in which we live and form our customer base. Company has placed in a policy to
sanction certain amount to donate charitable institutions working for the education, health and
uplift of under privileged segments of the society.

: OUT STANDING STATUTORY PAYMENTS

All outstanding payments are of routine nature.

CODE OF CONDUCT

Company has developed and adopted a comprehensive Code of conduct in accordance with
Code of Corporate Governance Regulations 2019. This code of conduct prescribes rules and
regulations to be followed by every employee of the company. Board has also adopted controls
for timely identification and redressal of unethical practices performed on the part of employees.
Code of conduct is fully disseminated throughout the company.

12
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BOARD COMMITTEES
AUDIT COMMITTEE

Company has formulated Audit Committee in accordance with code of corporate governance.
This committee is headed by an independent Director. Names of Audit Committee members are
given below:

Name of Directors

Rashid Minhas (Chairman)
ljaz Ahmed Khwaja (Member)
Ahmed Ali Riaz (Member)

Audit Committee provides assistance to the Board of Directors in discharging their
responsibilities in accordance with provisions of code of corporate governance and financial
reporting framework. This committee is also entrusted to implement an effective internal control
system and forward recommendations to the Board of Directors for further improve of the
systems.

Audit Committee’s other responsibilities in the light of code of corporate governance also
include the following:

1. Determination of appropriate measures to safeguard the company’s assets;
2. Review of annual and interim financial statements of the company, prior to their approval by the
board, focusing on;
a) major judgmental areas;
b) significant adjustments resulting from the audit;
c) going concern assumption;
d) any changes in accounting policies and practices;
e) compliance with applicable accounting standards;
f) compliance with the regulations of code of corporate governance and other statutory and
regulatory requirements; and
g) all related party transactions;
3. Review of the preliminary announcements of results prior to external communication and
publication;
4. Facilitating the external audit and discussion with external auditors of major observations arising
from interim and final audits and any matter that the auditors may wish to highlight (in the
absence of management, where necessary),

5. Review of management letter issued by external auditors and managements’ response thereto;
6. Ensuring coordination between the internal and external auditors of the company;
7. Review of the scope and extent of internal audit, audit plan, reporting frame work and procedures

and ensuring that the internal audit function has adequate resources and is appropriately placed
within the company; _

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

13
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9. Ascertaining the internal control systems including financial and operational controls, accounting
systems for timely and appropriate recording of purchases and sales, receipts and payments,
assets and liabilities and the reporting structure are adequate and effective;

10. Reviewn of the company's statement on internal control systems prior to endorsement by the
Board and internal audit reports;

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

12. Determination of compliance with relevant statutory requirements;

13. Monitoring compliance with these regulations (including code of corporate governance) and
identification of significant violation thereof;

14. Review of arrangement for staff and management to report to audit committee in confidence,
concerns, if any, about actual or potential improprieties in financial and other matters and
recommend instituting remedial and mitigating measures,

15. Recommend to the Board the appointment of external auditors, their removal, audit fees, the
provision of any service permissible to be rendered to the company by the external auditors in
addition to audit of its financial statements, measures for redressal and rectification of non-
compliances with the regulations. The Board shall give due consideration to the
recommendations of the audit committee and where it acts otherwise it shall record the reasons
thereof;

16. Consideration of any other issue or matter as may be assigned by the board;

HUMAN RESOURCES AND REMUNERATION COMMITTEE

Human resource management is an important faction of management that deals with most
valuable assets of an organization which is human resource. Human Resource ' and
Remuneration committee of the company comprises three directors, which include one
executive director and one non-executive director being the members and one independent
director as chairman of the committee. Following three members are entrusted by the board to
form the Human Resource and Remuneration Committee:

Rashid Minhas (Chairman)
Khwaja Imtiaz Ahmed (Member)
Ayesha Ahmed (Member

in accordance with code of corporate governance , the responsibilities of the committee include:

1. Recommendation to the Board for consideration and approval a policy framework for
determining remuneration of Directors (both executive and non-executive Directors and
members of senior management). The definition of senior management will be determined by
the Board which shall normally include the first layer of management below the chief executive
officer level;

2. undertaking annually, a formal process of evaluation of performance of the Board as a whole and

its committees either directly or by engaging external independent consultant and if so appointed,

14
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a statement to that effect shall be made in the Directors’ report disclosing therein name and
qualification of such consultant and major terms of his/its appointment;

3. recommending human resource management policies to the Board;

4. recommending to the Board the selection, evaluation, development, compensation (including
retirement benefits) of chief operating officer, chief financial officer, company secretary, and head
of internal audit;

5. consideration and approval on recommendation of chief executive officer on such matters for key
management positions who report directly to chief executive officer or chief operating officer; and

6. where human resource and remuneration consultants are appointed, they shall disclose to the
committee their credentials and as to whether they have any other connection with the company.

RISK AND UNCERTINITIES

Company’s ability to create value for its share holders is affected primarily by changes in
macroeconomic environment in which it operates and some associated risks with respect to s
nature of business.

At present company is exposed to following risk areas which can affect the business operations
and profitability of the company:

Raw material prices (crushed bone).
Foreign currency exchange rate.
Energy (availability and prices of gas & electricity)

Bovine animal bones are pre requisite to produce high quality Gelatine. Raw material of the
company (bovine bone) is being exported to China, Japan and other neighboring countries from
Pakistan. Company has to buy animal bones on export priority price for its own consumption.
Devaluation of Pak Rupee can further aggravate the situation and procurement of animal bone
at feasible prices may become more difficult.

Spree of continuous devaluation of Pak Rupee had affected the prices of raw materials and
other industrial inputs. Any further devaluation of Pak Rupee can aggravate the situation and
cost of production can be raised further.

Energy crises in the country are still not over and manufacturing sector is consuming very high
priced gas, fuel and electricity. Government is importing LNG to cater the industriél requirement.
Escalation in gas prices in furtherance to the existing tariff will increase the manufacturing cost
of the industrial concerns including Gelatine manufacturing.

15
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IMPACT ON ENVIRONMENT
It is prime responsibility of the company to operate in safe and healthy working environment.

Company's production facility is equipped with state of the art machinery which is mostly
European origin. To ensure environment friendly practices, company has attained 1SO-14000
certification from SGS Pakistan. Manufacturing process of Gelatine adopted at factory premises
is strictly in accordance with international practices and no any hazardous impact on
environment is traced so far.

FUTURE PROSPECTS

Covid-19 pandemic has taken a devastating blow on Pakistan economy. Pakistan’s exports
were considerably dropped and export orders were either cancelled or rescheduled.

Our company's export orders were also rescheduled and affected our turnover in the financial
year 2019-2020. In the current scenario most of the world economies have ended lock down
strategies and started to bring business operations towards normality. Our prospective buyers in
Malaysia are also back into the normal operations and started to accept deliveries against their
previous rescheduled purchase orders. Many of other local and foreign buyers are also placing
their fresh orders and entering in to new purchase contracts.

Management of the company is hopeful that in financial year 2020-2021 world economies will
formulate carefully planned strategies to ensure the safety of the people while ensuring
business continuity. We expect better financial results in the next financial year.

TRAINING PROGRAMME OF DIRECTORS

Directors training is an on going process in the company. Company offers refresher courses to
Directors and other executives for their capacity building.

Our three Directors out of seven are exempt from training as provided by the Code of Corporate
Governance. Two Directors including one independent Director has completed their Directors
Training Programme (DTP) with recognized institutions from Pakistan Institute of Corporate
Governance. One female Director and newly appointed independent Director will also complete
Directors Training Programme as and when COVID-19 pandemic be over.

TRADE IN SHARES OF THE COMPANY

There is no any sale/purchase/transfer of the company shares during this year by Directors,
Executives, their spouse and minor children.

AUDITORS

The present auditors, M/s M. Almas & Co. Chartered Accountants, Lahore, has completed their
assignment for the year ended June 30, 2020 and shall retire on the conclusion of 37" Annual
General Meeting. The retiring auditors M/s M. Almas & Co. Chartered Accountants are eligible

for re-appointment.
16
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In accordance with the Listed Companies (Code of Corporate Governance) Regulations, 2019,
the audit committee considered and recommended the re-appointment and remuneration of
M/s M. Aimas & Co. Chartered Accountants as statutory auditors for the year 2020-2021.

PATTERN OF SHAREHOLDING

It appears on page no:--—-Lo—

ACKNOWLEDGEMENT

The Board of Directors would like to express their appreciation for the efforts and dedication of
all employees which enabled the company management to run the business affairs smoothly.

AHMED IBRAR AHMED KHAWAJA

Chief Executive Officer & Managing Director Director

Lahore

Dated: October 07, 2020
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Statement of Value Addition & Wealth Distribution
for the year ended June 30, 2020

2020 %age 2019 %age
(Rs. "000%) (Rs. '000")
Value addition
Total revenue 695,619 824,880
Bought in materials & services (483,793) (617,304)
211,826 100.0% 207,576 100.0%
Value distribution
To employees
Salaries, wages and benefits 122,589 57.87% 120,083 57.50%
To Government
Income taxes and Sales Tax 43430 20.50% 53,391 25.72%
To providers of capital/funds
Interest/Mark up on borrowed funds 27,428 12.95% 18,828 9.50%
Retained for reinvestment and growth
Depreciation & retained profits/(loss) 18,379 8.68% 15,274 7.36%
211,826 100% 207,576 100%
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statement of Compliance with Listed Companies (Code of
Corporate Governance) Regulations, 2019

Name of the Company: Leiner Pak Gelatine Limited

Year ended: June 30, 2020

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

1.  The total number of directors are 7 as per the following:

a Male director l 6
b Female director \

2. The composition of the Board is as follows:

[ Categories Name of Directors e
Rashid Minhas
Independent Directors Mian Zia ud Din
Ahmed Ali Riaz
Non-Executive Directors ljaz Ahmed Khwaja
Ayesha Ahmed
Khwaja Imtiaz Ahmed
Executive Directors Ibrar Ahmed Khwaja .
3 s

3. Thedirectors have confirmed that none of them is serving as a directoron more
than seven 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. The Board has ensured that complete
record of particulars of the significant policies along with their date of approval
or updating is maintained by the company;
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6. All the powers of the Board have been duly exercised and decisions on relevant
matters have been taken by the 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 his 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 the Board;

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

9.  The Board has arranged Directors’ Training program for the following:

Sr. No. | Name of Directors Remarks

1 Khwaja Imtiaz Ahmed Exempt under CCG.

2 liaz Ahmed Khwaja Exempt under CCG.

3 Ibrar Ahmed Khwaja Exempt under CCG.

< Mian Zia ud Din Completed Directors’ Training Program.
5 Ahmed Ali Riaz Completed Directors’ Training Program.
6 Ayesha Ahmed Newly appointed Director.

7 Rashid Minhas Newly appointed Director.

The female director and one newly elected independent director will complete
their Directors’ Training Programme as and when COVID-19 is over.

10. The Board has approved appointment of chief financial officer, 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. Chief financial officer and chief executive officer duly endorsed the financial
statements before approval of the Board;

12. The Board has formed committees comprising of members given below.-

a) Audit Committee

1. Rashid Minhas (Chairman)
2. ljaz Ahmed Khwaja (Member)
3. Ahmed Ali Riaz (Member)

b) HR and Remuneration Committee

1. Rashid Minhas (Chairman)
2. Khwaja Imtiaz Ahmed (Member)
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3. Ayesha Ahmed (Member)

13. Theterms of reference of the aforesaid committees have been formed, documented
and advised to the committee for compliance;

14. The frequency of meetings of the committee were as per following,-

a) Audit Committee; (4 quarterly meetings)
b) HR and Remuneration Committee (yearly)

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 Institute
of Chartered Accountants of Pakistan and registered with Audit Oversight Board of
Pakistan, that they and all their partners are in compliance with International
Federation of Accountants (IFAC) guidelines on code of ethics as adopted by the
Institute of Chartered Accountants of Pakistan and that they and the partners of the
firm involved in the audit are not a close relative (spouse, parent, dependent and
non-dependent children) of the chief executive officer, chief financial officer, head
of internal audit, company secretary or director of the company;

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 IFAC guidelines in this regard;

18. We confirm that all requirements of regulations 3, 7, 8, 27,32, 33 and 36 of
the Regulations have been complied with; and

19.  The requirement of regulation 6, relating to rounding up of fraction as one, is
applicable on the Company after the expiry of the current term of the Board of
Directors of the Company (which expires in January 2021).

R

Ahmed Ali Riaz
Chairman

LAHORE
Dated: October 07, 2020
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INDEPENDENT AUDITOR’S REVIEW REPORT

To the members of Leiner Pak Gelatine Limited

Review Report on the Statement of Compliance contained in Listed Companies (Code of
Corporate Governance) Regulations, 2019

We have reviewed the enclosed Statement of Compliance with the Listed Companies (Code of Corporate
Governance) Regulations, 2019 (the Regulations) prepared by the Board of Directors of Leiner Pak
Gelatine Limited for the year ended June 30, 2020 in accordance with the requirements of regulation 36
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. 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.

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,
2020.

R- s -

Dated: October 07, 2020 M. Almas & Co.
Chartered Accountants
Audit Engagement Partner
Mohammad ljaz



Leiner Pak Gelatine Ltd. 2019-2020

INDEPENDENT AUDITOR’S REPORT

To the members of Leiner Pak Gelatine Limited
Report on the Audit of the Financial Statements
Opinion

We have audited the annexed financial statements of Leiner Pak Gelatine Limited (the Company), which
comprise the statement of financial position as at June 30, 2020, and the statement of profit or loss, the statement
of 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, the statement of 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, 2020, and of the profit, 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.

Material Uncertainty relating to Going Concern

We draw attention to Note 2 in the financial statements, which indicates that the Company has negative
cash flow from operating activities during the year ended June 30, 2020 and, as of that date, its
accumulated loss was Rupees 3.272 million and its current liabilities exceeded its current assets by
Rupees 80.797 million. Further, a running finance facility amounting to Rupees. 30 million from the
Summit Bank Limited expired during the last financial year has not yet been renewed by the bank for
the future periods. As stated in note 2, these events or conditions, along with other matters as set forth
in Note 2, indicate that a material uncertainty exists that may cast significant doubt on the Company’s
ability to continue as a going concern. Our opinion is not modified in respect of this matter.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of
the financial statements of the current period. 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. In addition to the matter described in the Material Uncertainty Related to Going Concern section, we
have determined the matters described below to be the key audit matters to be communicated in our report.

Key audit matters How the matter was addressed in our audit

1. Review of recoverability of deferred tax
asset
(Refer to notes 6.12 and 19 of the financial | Our procedures in relation to this matter included:

statements)
- Evaluating the Directors’ determination of the estimated

Under International Acwunting Standard 12: manner in which the deferred tax asset would be utilised by
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Income Taxes, the Company is required to
review recoverability of the deferred tax assets
- recognized in the statement of financial
. Position at each reporting period.

Recognition of deferred tax asset position
involved management's estimate of future
available taxable profits of the Company based
on approved business plan. There is inherent
uncertainty involved in forecasting future
faxable profits and the probability of utilising
the estimated minimum tax credits. Therefore,
the recoverability of the Company's deferred
lax asset was considered a key audit matter in
our audit of the financial statements.

We considered this a key audit matter due to
significant value of deferred tax asset on
account of minimum tax and assumptions used
Dy the management in this area.

comparing the Directors’ assessment to business plans and
profit forecasts based on our knowledge of the business and
the industry in which Company operates;

- Critically assessing whether profit forecasts are reasonable
in relation to historical trends, current year performance and
future plans;

- Analyzing the requirements of the Income Tax Ordinance,
2001, in relation to above and considering the factors
including aging analysis, expiry periods of relevant deferred
tax assets and tax rates enacted: and

- Assessing the appropriateness of management's
accounting for deferred taxes and the accuracy of related
disclosures.

2. Valuation of stock in trade

Refer notes 6.4, 21 and 29 of the financial
stalements.

. Stock in trade as at year ended June 30, 2020
having carrying value of Rs. 308.556 million
constitutes 31.014% of total assets.

We identified the valuation of stock in trade as
key audit matter as it directly affects the
profitability of the Company.

Our audit procedures to assess the valuation of stock in
trade, amongst others, included the following:

- Obtaining an understanding of internal controls over
purchases and valuation of stock in trade and testing, on a
sample basis, their design, implementation and operating
effectiveness:

- Comparing on as sample basis specific purchases with
underlying supporting documents / agreements, if any;

- Comparing calculations of the allocation of directly
attributable costs and allocation of factory overhead costs
with the underlying supporting documents;

- Physical observation of stock in trade inventory count at the
year end;

- Test of valuation methods and their appropriateness in
accordance with applicable accounting standards;

- Obtaining an understanding of ma nagement's determination
of net realizable value (NRV) and the key estimates adopted,
including future selling prices, future costs to complete work
in process and costs necessary to make the sales and their
basis; and

- Comparing the NRV, on a sample basis, to the cost of
finished goods to assess whether any adjustments are
required to value stock in trade in accordance with applicable
accounting and reporting standards.
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3. Covid-19

Refer note 1 to the financial statements
regarding the impact of COVID-19

As part of the preparation of the findncial
statements, management is responsible to
assess the possible effects of COVID-18 on
the company’s liquidity and related ability to
continue as a going concern and appropriately
disclose the results of its assessment in the
financial statements. The COVID-19 pandemic
is an unprecedented challenge for humanity
and for the economy globally, and at the date
of the financial statements its future impacts
depend on its future surge(s) and
corresponding lockdowns, if any.

Management prepared a financial and liquidity
risk analysis addressing amongst others future
compliance with financing conditions as well as
financing and cash requirements to ensure
continuation of the company's operations.

We considered the uncertainties arising from CcCoVID-19 in
planning and performing our audit. Our procedures included:

. evaluated the company's most recent financial results
forecasts and liquidity analysis underlying their going concern
assessment;

. assessed the reliability of the forecasted cash flows by
comparing with the historical performance and market
expectations;

« evaluated the company’s assessment of other accounting
estimates within the financial statements which could be
impacted by the challenging economic environment resulting
from COVID-19, including trade receivables and inventory
provisioning; and

. considered the appropriateness of the disclosures made in
the financial statements in respect of the potential impact of
COVID-19.

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 missta

tement 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 a
the accounting and reporting standards as ap
2017(X1X of 2017) and for such internal control as management deter

nd fair presentation of the financial statements in accordance with
plicable in Pakistan

and the requirements of Companies Act,
mines 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 conc
of accounting unless management either intends to liquidate the Company or to cease op

realistic alternative but to do so.

ern and using the going concern basis
erations, or has no

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

Auditor’s Responsibilities for the Audit of the Financial Statements
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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 judgement 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 going concem. 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 on 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);
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b) the statement of financial position, the statement of profit or loss, the statement of compreh
income, the statement of changes in equity and the statement of cash flows together with the
thereon have been drawn up in conformity with the Companies Act, 2017 (XIX of 2017) and are
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 deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980).

9&,-

The engagement partner on the audit resulting in this independent auditor's report is Mohammad ljaz.

Lahore M. Almas & Co.
Date: October 07, 2020 Chartered Accountants
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STATEMENT OF FINANCIAL POSITION

AS AT JUNE 30, 2020

EQUITY AND LIABILIT IES

Share capital and reserves

Share capital
Revenue Reserve:
Accumulated loss
Capital Reserve:

Surplus on revaluation of property, plant

and equipment

Non-current liabilities

Long term finance
Lease liabilities

Current liabilities

Trade and other payables
Unclaimed dividend

Mark-up accrued

Short term borrowings

Current portion of long term finance
Current portion of lease liabilities

Contingencies and commitments

ASSETS
Non-current assets

Property, plant and equipment
Intangible assets

Long term deposits

Deferred taxation

Current assets

Stores, spare parts and loose tools
Stock-in-trade

Trade debts

Advances

Trade deposits and short term prepayments

Other receivables
Advance income tax-net
Cash and bank balances

The annexed notes 1 to 49 form an integral part of th

LAHORE
Dated: October 07, 2020

W HMED
Chief Executive Officer
& Managing Director

Note

12

13
14

10

15

16

18
19

20
21

23
24

26
27

40

30 June 2020

30 June 2019

=~==-——-RuUpees in thousand——mm---.

75,000 75,000
(3,272) (5,200)
336,262 336,262
407,990 406,062
9,786 -

3,637 864
13,423 864
180,007

771

3,878

268,335

184

573,479 453,265
994,892 860,191
501,955 487,180
255 255
502,210 487,435
114,368 93,443
308,556 200,206
7,477 24,392
1,354 1,991
1,539 1,770
21,443 19,268
37,480 31,365
465 a21
492,682 372,756
994,892 860,191

financial statements,

e di’

IBRAR AHMED KH.
Director

7 4,

MUHAMMAD JAVAID
Chief Financial Officer
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STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED JUNE 30, 2020
Note 30 June 2020 30 June 2019
--mmmeee-RUpPeeS in thousand

Sales-net 28 660,888 779,659
Cost of sales 29 559,040 684,898
Gross profit 101,848 94,761
Other income 30 611 723

102,459 95,484
Distribution cost 31 5,951 5,001
Administrative expenses 32 54,687 57,233
Other operating expenses 33 1,657 1,179
Finance cost 34 28,926 20,641
Profit before taxation 11,238 11,430
Taxation 35 9,310 8,893
Profit after taxation 1,928 2,537
Earning per share-basic and diluted (Rupees) 36 0.26 0.34

The annexed notes 1 to 49 form an integral part of these financial statements.

1

LAHORE Chlef Executive Officer
Dated: October 07, 2020 & Managing Director

Otuan Al

IBRAR AHMED KH.

Director

41
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MUHAMMAD JAVAID
Chief Financial Officer
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STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2020

30 June 2020 30 June 2019
==eemeeee-RUpPeEES iN thousand-----=----

Profit after taxation 1,928 2,537

Other comprehensive income
Items that will not be subsequently reclassified to profit or loss:

Surplus on Revaluation of property, plant and equipment

during the year - 57,348
B 57,348
Total comprehensive income for the year 1,928 59,885

The annexed notes 1 to 49 form an integral part of these financial statements.

. \_m‘\al '44};/ é/ ; if iﬂ
Lﬁ‘hfmz-m. MED IBRAR AHMED KH. MUHAMMAD JAVAID |

LAHORE Chief Executive Officer Director Chief Financial Officer
Dated: October 07, 2020 & Managing Director
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2020

Reserves
Share capital Revenue Reserve Capital Reserve
Surplus on
':::'d‘t;l:lb’:::: Accumulated revaluation of
p:apitzl loss property, plant and
equipment
Rupees in thousand
Balance at June 30, 2018 75,000 (7,737) 278,914
Profit for the year - 2,537 .
Other comprehensive income - 57,348
2,537 57,348
Balance at June 30, 2019 75,000 (5,200) 336,262
Profit for the year - 1,928 B
Other comprehensive income - - .
- 1,928 5
Balance at June 30, 2020 75,000 (3,272) 336,262

The annexed notes 1to 49 form an integral part of these financial statements.

W} %&eﬁj | ..?mm JAVAID

LAHORE Chief Executive Officer Chief Financial Officer
Dated: October 07, 2020 & Managing Director \



Leiner Pak Gelatine Ltd. 2019-2020
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2020

30 June 2020 30 June 2019

Note
CASH FLOW FROM OPERATING ACTIVITIES
Cash generated from operations 37
Finance cost paid
Payments to provident fund
Taxes paid
Sales tax paid
Workers' Welfare Fund paid
Workers' Profit Participation Fund paid
Net cash used in operating activities
CASH FLOW FROM INVESTING ACTIVITIES
Additions to property, plant and equipment
Proceeds from disposal of property, plant and equipment
Net cash used in investing activities
CASH FLOW FROM FINANCING ACTIVITIES
Principal paid on lease liabilities
Long-term finance from banking companies — obtained / (repaid) - net
Short-term Borrowings from banking companies — obtained / (repaid) - net
Net cash generated from financing activities
Net increase / (decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year 38

The annexed notes 1to 49 form an integral part of these financial statements.

e RUPEES N thousand-sseseees

24,002 22,151
(27,098) (19,452)
(3,182) (2,909)
(15,425) (17,756)
(2,232) 81

(233) (476)
(844) 5
(25,012) (18,361)
(24,565) (30,213)

540 1,538
(24,025) (28,675)
(1,739) (425)
13,048 =
37,872 47,175
49,181 46,750
144 (286)
321 607
465 321

~ Ol Ao 94 LEZ

IBRAR AHMED KH.

LAHORE Chief Executive Officer Director
Dated: October 07, 2020 & Managing Director

MUHAMMAD JAVAID
Chief Financial Officer
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2020

THE COMPANY AND ITS OPERATIONS

Leiner Pak Gelatine Limited (“the Company”) was incorporated in Pakistan on 14 February 1983 as a public limited Company. The registered office of
the Company is situated at 17-G, Gulberg |l, Lahore and manufacturing facility is located at 19 Kilometer, Shahrah-e-Pakistan, Kala Shah Kaku, District
Sheikhupura. The Company is listed on the Pakistan Stock Exchange. The principal activity of the Company is manufacturing and sale of gelatine and
dicalcium phosphate etc., produced from animal bones.

IMPACT OF COVID-19

On March 11, 2020, the World Health Organisation declared COVID-19 a global pandemic. The COVID-19 outbreak developed rapidly thereafter with
a significant number of COVID-19 cases reported globally. The pandemic has resulted in consequences on health and society and on economy
affecting the eamings and cash flows of businesses, after the announcament of lock-downs by the government authorities, resulling in closure of
pusiness operations excepl for specifically exempted industries. The impact of COVID-19 varies from industry to industry in different jurisdictions.
Based on management's assessment, due to the pandemic the Company's operations have peen impacted only on a temparary basis whereby sales
have been declined during the lockdown and believes that as nommalcy coOmes about, these impacts have startad to recede. The management has
also evaluated and conciuded that there are no matenal implications of COVID-19 requiring specific disciosures and that there is no significant impact
of COVID -18 on the carrying amounts of assets and \iabilities or items of income and expenses etc. The pandemic’s future impacts, howaver, depend
on its future surge(s) and consequent lockdowns, if any. Further, The Company availed employee refinance facility for payment of salaries and wages
under SBP's infrastructure, Housing & SME Finance department (IH&SMEFLD) Circular No. 6 of 2020 dated April 10, 2020.

GOING CONCERN BASIS OF ACCOUNTING

The Company has negative cash flow from operating activities during the year ended June 30, 2020 and, as of that date, its accumulated loss was
Rupees 3.272 million and its current liabllities exceeded its current assets by Rupees 80.797 million. Further, as mentioned in note 14.5 in these
financial statements, the running finance facility amounting to Rupess. 30 million from the Summit Bank Limited expired during the last financial year
has not yet been renewed by the bank for the future periods. These events or conditions indicate that a material uncertainty exists that may cast
significant doubt on the Company’s abliiity to continue as a going concermn and, therefore, the Company may be unable to realize its assets and
discharge its liabilities in the normal course of business.

The effects of measures taken by the management of the Company like (1) energy conservation measures, (i) start of procurement of raw materials
direct from the source by avoiding the middieman role, and (iil) shifting from use of crushed bone to procurement of raw pone and doing in-house
crushing, have positive impact on the performance of the Company whereby rata of gross profit has further improved resulting inta profit after tax
amounting to Rs. 1.628 million during the year ended June 30, 2020. The approved financial projections also show continued improvements and
profitability. Further, keeping in view the following factors, the management foresees that the Company will continue to be a going concem.

- There is continued demand for the products of the Company. Demand of "Halal® Gelatine exists in foreign and local markets as “Halal"
Gelatine is equally consumed in Muslim and Non-Muslim countries. The decline in sales in the current year is due to lackdowns during
the pandemic COVID-19 which are expected not to recur in future and there will be upward trend in sales.

L] There is continued financial support of the Company's SpoNsors. The sponsors’ of the Company have inducted up to June 30, 2020
Rupees 80.263 million (June 30, 2019; Rupees 47 858 million) interest free loans. They are also committed to induct further funds, if the
need arises, to address any liquidity issues for smooth operations.

- Major financing arrangements with pank as at June 30, 2020 are valid for future periods as well. The Summit Bank running finance
account is fully operational and banking transactions are being made therein regularty up o the sanctioned limit. The management of the
Company is engaged with the said bank for renewal of the facility as well as working on arranging alternate financing arrangements: ¥

required.

Apart from the aforementioned factors there are also positive indicators as per these financial statements as mentioned below:

a) The existence of new sales ordars along with advance payments received there against; and
b) Existence of profits after taxation during the current year as well as in the last year and continuous profits before taxation since past six
years o date.

These financial statements have, therefore, been prepared using going concem basis of accounting and, accordingly, do not include any adjustments
relating to realization of its assets and the liquidation of any liabilities that might be necessary shauld the Company be unable to continue as @ going
concem,

NEW AND AMENDED STANDARDS AND INTERPRETATIONS

New amendments / interpretations to existing standards

The following are new and amended standards and interpretations that are mandatory for the accounting periods beginning 01 July, 2019 in addition &
IFRS 16 — Leases as disclosed in note 5 to these financial statemants. The following are considered not 1o be relevant or do not have any significant
effect on the Company’s financial statements and are therefore not stated in these financial statements.

Effective date
(Annual Periods
beginning on Or
IFRS 3 Business Combinations January 01,2018
IFRS 9 Financial Instruments - amendments regarding prepayment
features with negative compensation and modifications of .
financial liabilities January 01, 2019
IFRS 11 Joint Arrangement January 01, 2019
1AS 12 Income Tax January 01, 2019
IAS 18 Employee Benefits January 01, 2019
IS 23 Borrowing Costs January 01, 2018
IAS 28 Investments in Associates and Joint Ventures - Amendments
regarding long-term interests in associates and joint veniures January 01, 2019
IFRS 14 Regulatory Deferral Accounts - Original issue July 01, 2019
IFRIC 23 Uncertainty over Income Tax Treatments January 01, 2019
IFRS 8 Operating Segments - Amendments regarding prepayment
features with negative compensation and modifications of |
financial liabilities January 01, 2019
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3.2 standards, interpretations and amendments to published approved accounting standards that are not yet effective

42

4.3

4.4

The faliowing Intermational Financial Reporting Standards (IFRSs) as notified under the Companies Act, 2017 and the amendments and interpretations
thereto will be effective for the accounting pericds beginning on or after 01 July 2020:

Effective date
(Annual Periods
beginning on Or
after)
Conceptual Framework in IFRS Standards [Amendments] January 1, 2020
IFRS 7 Financial Instruments: Disclosures [Amendments] January 1, 2020
IFRS g Financial Inst nts [Amendments] January 1, 2020
IAS 16 Property, Plant and Equipment [Amendments) January 1, 2022
IAS 37 Provisions, Contingent Liabilities and Contingent Assets [Amendments] January 1, 2022
IFRS 16  Leases [Amendments] June 1, 2020
IAS 1 Presentation of Financial Statements [Amendments] January 1, 2020
IAS 8 Accounting Policies, Changes in Accounting Estimates January 1, 2020
and Errors [Amendments]
Annual improvements to IFRS Standards 2018-2020 January 1, 2022
The Ie] it anticip that the adoption of the above standards, amendments and interpretations in the future periods will have no malerial
impact on the financial statements other than impact on presentations/disclosures.
BASIS OF PREPARATION

Statement of comgpliance

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;

- Intermational Financial Reporting Standards (IFRSs) 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 IFRSs, the provisions of and directives Issued under the
Companies Act, 2017 have been followed.

Basis of measurement

These financial statements have been prepared under the historical cost convention except for freehold land at revalued amount. In these financial
statements, except for the statement of cash fiows _ all transactions have been accounted for on accrual basis,

Judgements, estimates and assumptions

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized in the period in which the
eslimate is revised and in any future periods affected,

Judgements made by management in the application of approved accounting standards that have significant effect on the financial statements and
estimates with a significant risk of material adj tin the subsequent years are discussed in the note - 39,

Functional and presentation currency

ltems included in financial statements are measured using the cummency of the primary economic environment in which the Company operates. The
financial statements are presented in Pakistan Rupees, which is the Company's functional and presentation currency.
CHANGES IN SIGNIFICANT ACCOUNTING POLICIES

The Company has adopted IFRS 16 ‘Leases’ from 01 July, 2019. The details of new significant accounting policies adopted and the nature and effect
ufu}et:hangsslopreviuusawounﬂng policies are sel out below:

IFRS 16 ‘Leases’ - replaces existing leasing guidance, including IAS 17 ‘Leases’ IFRIC 4 ‘Determining whether an Arrangement contains a Lease' , SiC-
15 ‘Operating Leases- Incentives' and SIC-27 'Evalualing the Substance of Transactions Involving the Legal Form of a Lease'. It results in aimost all
leases being recognised on the statement of financial position, as the distinction between operating and finance leases is removed. Under IFRS 16, a
new concept of right to use leased item is introduced requiring recoginition of right- of- use- asset and a financial liability to pay rentals. The only
exceptions are short-term and low-value %

The Company applied IFRS 16 using the modified retrospective approach, with recognition of transitional adjustments on the date of initial application
(July 01, 2019), without restatement of comparative figures.

The Companyusedmeblbwing pl‘acﬁmlaxpedientswhenanmyinglFRS 16bbasespmioumyctassiﬁadasonemﬁngleam under IAS 17,

applied a single discount rate to a portiolio of leases with similar characteristics.
applied the exemption rot to recognize right-of-use assels and liabilities for leases with less than 12 months of lease term.
used hindsight when determining the lease term if the contract contains options to extend or terminate the lease.

Atinception of a contract, the Company assesses whether a conlract is, or contains, a lease basad on whether the contract conveys the right to control
the useofanidenﬁﬁadassetfurﬂperioduflimehaxmngefwaemsidmm.
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6.1

The Company applied IFRS 18 using simplified approach and recognised right- of- use- asset and corresponding lease liabilities in relation to leases
vmlchhadp‘wbuslybeandassiﬁedascparalangInasec.orrmthmbRsassmilnnatJuna30.2019.ﬁsat.h.llym.?Dwmeﬂght—uf—@a-assat
amounting to Rs 6.667 million were measured al the amount equal to the lease liability, adjusted by the t of any prepaid or d lease
payments relating to operaling lease. Corresponding lease liabilities amounting to Rs 6.667 million were measured at the present value of the
remaining lease payments, discounted using the Company's incremental borrowing rate as of July 01, 2019 The weighted average incremental
borrowing rate applied to the lease habiiities was 15.72%. Due to adoption of IFRS 16, there was no impact on the retained earnings of the Company
as at June 30, 2019.

On transition 1o IFRS 16, the Company recognized right-to-use assets and lease liabilities on the date of initial application as follows;

July 01, 2019
(Rupees in
thousands)
Property, plant and equipment:
Right-of use assets:
-Assets subject to finance lease as per statement of
financial position as at June 30, 2019-Vehicles-Net book value 1,013
-Right-of use assets recognized under IFRS 16 — Office Building 6,667
Total 7,680
Lease liabilities:
-Liabilities against assets subject to finance lease as per
statement of financial position as at June 30, 2019 1.048
-Lease liabilities recognized under IFRS 16 6,667
Total 7.716
Non-current 5975
Current 1,740
TR
The impact on the statement of profit or loss for the year ended June 30, 2020 is increase in mark up on lease labilities and depreciati in

administrative expenses Rs. 0.91 million and Rs. 2222rr|lllmrbspe¢:ﬁvel,lmddmmalnmummmdhminadmlmmWewRﬂMmHm

The new accounting policies of nght-of-use assets and |ease liabilities are given at notes 6.6.1 and 6.6.2 respectively.
SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all periods presented in the financial stalements except for change in
accounting policy as mentioned in note 5 to these financial statements.

Property, plant and equipment
Recognition and it

Property, plant and equipment are tangible flems that are held for use in production or supply of goods or services, for rentals to others or for
administrative purposes and are expected o be used during more than one year An item of property, plant and equipment is recognized when it is
probable that future economic benefits associated with the ilem will flow to the enlity and the cost of the item can be measured refiably. On initial

recognition, items of property, plant and equipment are measured at cost. Cost includes expenditures that are directly attributable to the acquisition of
the item.

Subsequent to initial recognition, items of property, plant and equipment are measured at cost less accumulated depreciation and impairment losses
with the exception of freehold land which is measured at revalued amount.

Parts of an lern of property, plant and equipment having different useful lives are recognized as separate items.

Major Is and imp to an item of property. plant and equipment are recognized in the carrying amount of the item if it is probable that
the embodied future ic benefits will fiow to the Company and the cost of renewal or improvement can be measured reliably. The cost of the day-
to-day servicing of property, plant and equipment are recognized in profil or loss as incurred.

Increases in the carrying amounts arising on revaluation of land are recognised, in other comprehensive income and accumulated in revaluation
surplus in shareholders’ equity. To the extent that increase reverses a decrease previously recognised in the statement of profit or loss, the increase is
first recognised in the statement of profit or loss. Decreases thal reverse previous increases of the same assel are first recognised in other
comprehensive income to the extent of the remaining surplus atiributable to the asset; all other decreases are charged to the statement of profit or
loss. The revaluation surplus is not avalible for distribution to the Company's shareholders.

Capital work-in-progress

Capital work-in-progress is stated at cost less accumulated impairment losses, ifany.
Depreciation

Depreciation is recognized in profit or loss by applying reducing balance method over the useful fife of each item of property, plant and equipment
using the rates specified in note 16.1 to the financial statements,

Depreciation on additions to property, plant and equipment is charged from the month in which the item becomes available for use. Depreciation is
discontinued from the month in which the item is disposed or classified as held for disposal,

The depreciation method, useful lives and residual values are reviewed and adjusted if appropriate, at each reporting date.
De-recognition

An item of property, plant and equipment is de-recognized on disposal or when no future economic benefits are expected from its use or disposal. Any
profit or loss on disposal of property, plant and equipment is recognized in profit or loss.
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6.2 Intangible assets
An intangible asset is an identifiable non-monitory asset withoul physical substance.
Intangible assels are recognized when it is probable that the expected future benefits will flow to the entity and the cost of the asset can be measured
reliably. Cost of intangible asset (i.e. computer software) includes purchase cost and directly attributable expenses incidental to bring the asset for its
intended use

Cost associated with maintaining computer software are recognized as an expense as and when incurred.

Intangible assets are stated at cost less accumulated amortization and accumulated impairment losses, if any. Amortization is charged over the
estimated useful life of the asset as specified in note 17 on a systematic basis applying the straight line method.

Useful lives of intangible operating assets are reviewed, at each reporting date and adjusted if the impact of amaortization is significant.
6.3 Stores, spare parts and loose tools

These are generally held for internal use and, except for items in transit which are valued at invoice price plus related expanses incurred up to the
reparting date, are valued at lower of cost and net realizable value. Cost is determined on the basis of weighted average. Provision for obsolete and
slow moving items is made based on management's best estimate regarding their future usability.

6.4 Stock-in-trade

These are valued at lower of cost and net realizable value. Cost is determined using the following basis:

Raw material Weighted average cost

Work-in-process Average manufacturing cosl

Finished goods Average manufacturing cost

Raw material in transit Invoice price plus related expenses incurred up to the reporting date.

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

Net realizable value signifies the estimated selling price in the ordinary course of busi less estimated costs of letion and esti d costs
necessary to make the sale.

For items which are slow moving, a provision is made for excess of carrying amount over estimated net realizable value.
6.5 Financial instruments
6.5.1 Financial assets

The Company classifies its financial assets at amartised cost, fair value through other comprehensive income or fair value through profit or loss on the
basis of the Company's business model for managing the financial assets and the contractual cash flow characteristics of the financial asset.

a) Financial assets at amortised cost

Financial assets at amortised cost are held within a business model whose objective is to hold financial assets in order to collect confractual cash flows
and the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of principal and interest on the
principal amount outstanding. Interest income from these financial assets, impairment losses, foreign exchange gains and losses, and gain or loss
arising on derecognition are recognised directly in profit or loss.
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6.5.3

6.6

6.6.1

6.6.2

6.7

b) Financial assets at fair value through other comprehensive income

Financial assets at fair value through other comprehensive income are held within a business model whose objective is achieved by both
contractual cash flows and selling financial assets and the contractual terms of the financial asset give rise on specified dates to cash fiows that
solely payments of principal and interest on the principal amount outstanding.

¢} Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are those financial assets which are either designated in this category or not classified in any of
other categories, A gain or loss on debt investment that is subsequently measured at fair value through profit or loss is recognised in profit or loss
the period in which it arises.

Financial assets are initially measured at cost, which is the fair value of the consideration given and received respectively. These financial assets
liabilities are subsequently remeasured to fair value, amortized cost or cost as the case may be. Any gain or loss on the recognition and
of the financial assets and liabilities is included in the profit or loss for the period in which it arises.

Financial assets are derecognised when the rights to receive cash flows from the assets have expired or have been transferred and the Company :
transferred substantially afl risks and rewards of ownership. Assets or liabilities that are not contractual in nature and that are created as a resull
statutory requirements imposed by the Government are not the financial instruments of the Company.

The Company assesses on a forward looking basis the expected credit losses associated with its financial assets carried at amoriised cost and
value through other comprehensive income. The impairment methodology applied depends on whether there has been a significant increase in
risk. For trade receivables, the Company applies the simplified approach, which requires expected lifetime | to be recognised from init
recognition of the receivables. The Company recognises in profit or loss, as an impairment gain or loss, the amount of expected credit losses
reversal) that is requirad to adjust the loss allowance at the reporting date.

Financial liabilities

All financlal liabilities are recognised at the time when the Company becomes a party to the contractual provisions of the instrument. Financial
at amortised costs are initially measured at fair value minus transaction costs. Financial liabilities at fair value through profit or loss are
recognised at fair value and transaction costs are expensed in the profit or loss.

Financial liabilities, other than those at fair value through profit or loss, are subsequently measured at amortised cost using the effective yield method.

A financial liability is derecognised when the obligation under the liabifity is discharged, cancelled or expired. Where an existing financial liabiity &
replaced by another from the same lender on substantially different terms, or the terms of an existing liability are substantially modified, such &=
exchange and modification is treated as a derecognition of the original liability and the recognition of a new liability, and the difference in respectes
carrying amounts is recognised in the profit or loss. £

Off-setting of financial assets and financial liabilities {

A financial asset and a financial fiability is offset and the net amount is reported in the financial statements if the Company has a legally enforceatis
right to set-off the transaction and also intends either to settle on a net basis or to realise the asset and settle the liability simuitaneously. I

Right-of-use assets and Lease liabilities
Right-of-use assets

Right of use assets are initially measured at cost being the present value of lease payments, initial diract costs, any lease payments made at or befoss
the commencement of the lease as raduced by any incentives received. These are subsaquantly measured at cost less accumulated depreciation ans
accumulated impairment losses, if any.

Depreciation is charged on straight line basis over the shorter of the lease term or the useful life of the asset. Where the ownership of the asset
transfers to the Company at the end of the lease term or if the cost of the assel reflects that the Company will exercise the purchase option.
depreciation is charged over the useful life of asset. Depreciation is charged 1o profit or loss account at rates given in note 16.1.

Lease liabilities

Lease liabilities are initially measured at the present value of the lease payments discounted using the interest rate implicit in the lease. If the implct
rate cannot be readily determined, the Company's incremental borrowing rate is used. Subsequently these are increased by interesl, reduced by lease
payments and remeasured for lease modifications, if any.

Liabilities in respect of short term and low value leases are nol recognized and payments against such leases are recognized as expense in profit or
loss.At inception of a contract, the Company assesses whether a contract is, or contains, a lease based on whether the contract conveys the right to
control the use of an identified asset for a period of time in exchange for a consideration and uses hindsight when determining the lease term if the
contract contains options to extend or terminate the lease.

Employee benefits

A defined contribution plan is a post-employment benefit under which an enlity pays fixed contribution into a separate entity and will have no Iagd_ﬂ‘
constructive obligation to pay further amounts. Obligation for contribution to a defined contribution plan is recognized as an employee service benef
expense in the statement of profit or loss when it is due.

The Compary operates a recognized provident fund for all its regular employees. Equal monthly contributions are made lo the fund both by e
Company and employees al the rate of 8.5% of the basic salary. The fund is administrated by the Trustees.
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6.10

6.11

6.12

6.13

Trade and other payables

Trade and other payables are recognized initially at fair value and subsequently measured at amortized cost.
Trade debts and other receivables

Revenue Recognition
- Local sales are recognised as revenue when invoiced with the transfer of control of goods, which coincides with delivery.

- Export sales are recognised as revenue when invoiced with the transfer of control of goods, which coincides aither with the date of bill of lading or
upon delivery to customer or its representative, based on terms of arrangement.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assels, which are assets that necessarily take a
substantial period of time to get ready for their intended use or sale, or added to the cost of those assels, until such time as the assets are substantially
ready for their intended use or sale. Investment income earned on the temporary Investment of specific borrowings pending their expenditure on
qualifying asset is deducted from the borrowing costs eligible for capitalization. All other borrowing costs are recognized in the profit or loss as incurred,

Taxation

Income tax expense comprises current and deferred tax. Income tax expense is recognised in the statement of profit or loss, except to the extent that it
relates to items recognised directly in equity or in other comprehensive income, in which case it is recognised in equity or in other comprehensive
income respectively, In making the estimates for income taxes currently payable by the Company, the management considers the current income tax
law and the decisions of appellate authorities on certain issues in the past.

Deferred tax is measured at rates that are expecled to be applied o the temporary differences when they reverse based on laws that have been
enacled or substantively enacted by the reporting date. A deferred tax liability is recognized for all taxable temporary differances, A deferred tax asset
is recognized for deductible temporary differences to the extent that future taxable profits will be available against which deductible temporary
differences can be utilized. Deferrad tax assels are reviewed at each reporting date and are reduced to the extent that it is no longer probable that the
related ax benefit will be realized,

Earnings per share (EPS)

Basic EPS is calculated by dividing the profit or loss attributable to ordinary shareholders of the Company by the weighted average number of ordinary
shares outstanding during the period.

Diluted EPS is calculated by adjusting basic EPS by the weighted average number of ordinary shares that would be issued on conversion of all dilutive
potential ordinary shares into ordinary shares and post-tax effect of changes in profit or loss attributable to ordinary shareholders of the Company that
would result from conversion of all dilutive potential ordinary shares into ordinary shares.

Cash and cash equivalents

Cash and cash equivalerits for the purpose of statement of cash fiows comprise cash and bark balances. Cash and cash equivalents are carried at
cost.

Foreign currency transactions
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6.16 Impairment
Financial assets

The Company recognises loss allowances for Expected Credit Losses (ECLs) in respect of financial assels measured at amortised cost.

mount equal 1o lifetime ECLs, except for the following, which are measured at 12-menth ECLs:

The Company measures loss allowances al an a
. debt securities that are determined to have low credit risk at the reporting date: and

- ofher debt securities and bank balance for which credit risk (L.e. the risk of default ocourring over the expected life of the financial instrument) has set

increased significantly since initial recognition.

Loss allowances for trade recelvables are always measured at an amount equal to |ifetime ECLs.
When determining whether the credit risk of a financial asset has increased significantly since initial recognition and when estimating ECLs

Company considers reasonable and supportable information that is relevant and available without uni
and qualitative information and analysis, based on the Company's historical experience and informed credit assessment and including fo

information.
risk on a financial asset has increased significantly if it is more than past due for a remnauepemdd
Lifetime ECLs are the ECLs that result from all possible default events over the expected life of 2 financial instrument. 12-month ECLs are the

of ECLs that result from defaull events that are possible within the 12 months after the reporting date (or a shorter period if the expectad ife of

instrument is less than 12 months). The m dmum period col idered when estimating ECLs i5 the maximum contractual period

Company s gxposed to credit risk.

The Company assumes that the credit

Loss allowances for financial assets measured at amortised cost are deducted from the Gross carrying amount of the assets.

t of a financial asset is written off when the Company has no able exp i of recovering of 8 financial asset =
\ent with respect to the timing and amount of write-off based on whethes

ery from the amount writien off, However, financial assets that
procedures for recovery of amounts due.

The gross carrying amoun
entirety or a portion thereof. The Company individually an

is a reasonable expectation of recovery. The Company expecl no significant recov
written off could still be subject lo enforcement activities in order to comply with the Company's

Non-Financial Assets
The carrying amounts of the non-financial assets are assessed at each reporting date 1o ascertain whether there is any indication of impairment. ¥
indication exists, the asset's recoverable amount is estimated o determine the extent of impairment l0ss. An impairment loss is recognizss

statement of profit or loss. The recoverable amount is the higher of an asset's fair value less COS
ascertained through discounting of the estimated future cash flows using @ discount rate that reflects current market assassments of the time
money and the risk spedific to the assets. For the purpose of assessing impairment, assets are grouped at the lowest levels for which thes
saparately identifiable cash flows (cash-generating units). An impairmant loss is reversed if there is & change in the estimates used to determes
recoverable amount. An impairment loss is reversed only to the extent that asset's carrying amount does not exceed the carrying amount that
have been determined, net of depreciation or amortization, if no impairment loss had been recognized.

6.17 Provisions
Provisions are recognized when the Company has a legal and constructive obligation as a result of past events, and it is probable that

resources embodying economic benefits will be required lo settle the pbligation and a reliable estimate can be made of the amount of

each reporting date and adjusted to reflect the correct best estimate.

6.18 Dividend to sharehelders

Dividend paid to shareholders is recognized in the year in which it is declared.
g49 Segment reporting
Segment information 1S presented on the same basis as thal used for internal reporting purposes by tha Chief Operating Decision Maker,
rasponsible for allocating resources and assessing performance of the operating gsegments. On the basis of its internal reporting structuss.
Company considers itsalf 1o be a single reportable segment, however, certain information, as required by the approved accounting
presentad in note 42 to these financial statements.

§.20 Contingent labllities

Contingent liability is digciosed when:
- there is a possible obligation that arises from past events and whose existance will be confirmed only by the ocgurrence of NoN occurrence of
more uncertain fulure events not wholly within the control of the Company, or

- thera Is present obligation that arises from past events but it is not probable that an outflow of resources embodying economic penofits wil
required to setie the obligation or the amount of the obligation cannot be measured with sufficient reliability.

g.21 Government grants
tity in return for compliance with certain past or fulure conditions

Government grants are transfers of resources to an entity by a government en
to the entity's operating activitios - e.g. a government subsidy.

similar bodies, whether jocal, national or intarnational. The

The definition of *government’ refers {o governments, government agencies and
Company will be able to comply with

recognizes gmsrnmanlgrann when there is reasonable assurance that grants will be received and the
associated with grants.

Government grants are recognized at fair value, as deferred income, when there is reasonable assurance that the grants will be received and |
Company will be able to comply with the conditions associated with the grants. Granis that comp te the Company for expenses
recognized on a systematic basis in the income for the year in which the related expenses are recognized. Grants that compensate for the cost
asset are recognized in income on A systematic basis over the expected useful life of the related assel.

bsequently ""inacmrdanceMiFRSQ.iFﬁSQrequiroslnmalbebw-mrketmmwbe'
{ the expected future cash flows discounted at a market-related interest rate. The benafit
an on initial recognition and the amount received,

A loan is initially recognized and
measured at their fair value - e.0. the present value 0
the government grant is measured as the difference petween the fair value of the lo:

accounted for according to the nature of the grant. 51
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7 SHARE CAPITAL 30 June 2020 30 June 2019
—-———Rupees in thousand———____
Authorised share capital
10,000,000 (June 30, 2019. 10.000,000) ordinary shares 100,000 100,000
of Rupees 10 each

Issued, subscribed and paid up share capital
7.500,000 (June 30, 20189: 7,500,000) ordinary shares

of Rupees 10 each issued as fully paid in cash -note- 75,000 75,000
S LR
75,000 75,000
71 Ordinary shares of the Company held by associated undertaking as at Year end are as follows:
30 June 2020 30 June 2019
(Number of shares)
INA Securities (Private) Limited 370,000 370,000
— 5/0.000
370,000 370,000
8 SURPLUS ON REVALUATIDN OF PROPERTY. PLANT AND EQUIPMENT 30 June 202p 30 June 2019
~———-Rupees in thousand e
Revaluation Surplus -note- 8.1 M 336|252
8.1 Revaluation surplus
Revaluation Surplus relating to revaluation carried out at June 30, 1990 8,873 8.873
Revaluation urplus relating to revaluation carried out at June 0g, 2008 69,325 89,325
Revaluation Surplus relating to revaluation carried out at Apri| 05, 2012 85,936 85,936
Revaluation surplus relating to revaluation carried oyt at April 26, 2015 114,780 114,780
Revaluation surpiys relating to revaluation carried out at May 15, 2019 57,348 57.348
—_— 957,348
336,262 33-6,262

8.2 The Company hag revalued its freshglg land on June 30, 1990, June 08, 2008, April 05, 2012, April 26, 2016 and May 15, 2019, The revaluation
was carried out by independant valuers Mr. Anwar ul Hag in 1990 angd M/S Hamid Mukhtar & Co. in 2008, 2012, 2018, 2019 respectively to

Surplus on re-
valuation

Freehold land 7,828 344,088 336,262
— 7,826 —_—— 744,088 —_— b
7,826 344,088 335|232

8.3 Since the revaluation refate tp freehold fand which is a non-depreciablg asset, no deferred tax liability arises on revaluation. In the absence of
been made in the above note.

9 LONG TERM FINANCE — SECURED ———-Rupees in thousandoe...__

Bank Al Habib Limited
Current portion shown under Current liabilities
9,206 =
Deferred lnooma-Gwarnrnem Grant 1,398
Current portion shown under current liabilities 208
490

The Company obtained approval of term finance facility for Rs. 24.227 million from Bank Aj Habib Limited under R ing Scheme of the State
Bank of Pakistan specifically for Paying salaries ang wages to Company's employees, The Company has made first drawdown of Rs. 6.380 million
in May 2020, second drawdown of Rs. 6.688 million has been made in June 2020. The tenor of the financing is two and half year inclusive 8-
Months gréace period and are repayable in 8 equal monthly Installments commencing from January 2021, The unutilized facility as at June 30, 2020
isRs. 11.179 million.

is secured by way of Pari pasy charge of Rs. 180 million over al Current as registered with SECP.
age supported by I i ; : :
K.M G.T Road. Kala Shah Kaky, Equitable marigage for Rs, 50 million over 24 kanal and 8 maria of Company land situated at 19 K M G.T Road,

30 June 2020 30 June 2019

10 Lease liabilities ~————Rupees in thousandem.
Present value of minimum lease Payments 5976 1,048
Less: current portion presented under Current liabilities -nole- 10,2 2,339 184

3,637 864
52
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101 Whare the implicit rate is available in the lease contract, that has been used. In case of Right-of use asset the Company’s incremental borrowing
rate is used.

10.2 Future minimum payments and their present values arc regrouped as under:

———Rupees in thousand-————

2020 2019
|more than one year more than one year |
Over one year |but less than five Over one year| butless than five
ears years
Total minimum lease payments 3,097 3,075 280 1,024
Less : Finance charges (758) (338) (96) 1
Present value of minimum lease payments 5339 SIGST 184 864

i Pursuant to change in section 244 of the Companies Act, 2017 vide Companies (Amendment) Ordinance 2020, a new profit bearing bank account
has been opened after June 30, 2020 and unclaimed dividends as at June 30, 2020 Rs. 0.771 million (June 30, 2019: Re. 0.771 million) hawve
been transferred therein.

30 June 2020 30 June 2019
12 TRADE AND OTHER PAYABLES Rup inth d

Creditors 135,824 112,374
accrued liabilities -note- 12.1 24,430 19,921
Contract liabilities -note- 12.2 91,938 44,607
Payable to provident fund -note- 45 736 703
Income tax withheld payable 26 26
Workers' Profit Participation Fund -note- 12.3 2,357 223
Workers' Welfare Fund 229 233

255,540 180,097

-____———‘—“__.——h—'

121 This includes payable to a related party as at June 30, 2020 Rs. 6,379,597 (June 30, 2019: Rs. 5,003,246).

Contract liabilities represent unsecured advances from customers for the supply of goods by the Company during the peried of one year from the
42.2 reporting date. Such advances as at June 30, 2019 amounting to Rs. 44 606 milllon have been recognized in the revenue for the year ended June
30, 2020.

12.3  Workers' Profit Participation Fund (WPPF)

Balance at beginning of the year 12,233 1,392
Interest on funds utilized in Company's

business -note- 34 346 216
Allocation/expense for the year -note- 33 622 6525

——
3,201 2,233
Less: paid to the fund during the year 844

357 3,233
Interest is paid at prescribed rate under the Companies Profits (Workers' Participation) Act, 1968 on Tunds utilized by the Company il The date of

allocation to workers.
13 MARK-UP ACCRUED 30 June 2020 30 June 2019
Rup in thot d
On borrowings from banking companm-oacurad
Lease liabilities 3 4 9
Long term finance — secured 30 -
Short term borrowings 5,327 3,874

e

SR
5!360 SIB?E

14 SHORT TERM BORROWINGS

From king cc 1ie5-5 d

1
Short Term Finance against payables

Bank Al-Habib Limited -note- 14.2, 14.6 25,000 25,000
Short Term Finance against IBP receivables
Bank Al-Habib Limited .note- 14.3, 14.6 25,000 25,000
Running finance
Bank Al-Habib Limited note- 14.4, 14.6 145,960 140,241
summit Bank Limited -note- 14.5, 14.7 29,984 30,236
225,944 220,477

From related parﬂos-vnsocurud

Loans from director and close relative thareof -note- 14.10 80,263 : 47,858
m&o? M

14.1 The finance against foriegn bilils (FAFB-OWN) facility having sanctioned limit of Rupees 25 million (June 30, 2019: Rupees 25 million) has been
obtained from Bank Al-Habib Limited for working capital requiremnts. The rate of mark-up on this facllity is three months KIBOR pius 1.75% per
annum . The principle is o be repaid upon realization of exports proceeds as per the tenor of respective bill but not later than 180 days from the
draw down date or on demand while mark-up is to be served upon adjustment of loan or at the end of each calendar quarter whichever is earlier.

The facllity has not been utilized upto June 30, 2020.
53
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142  The short term finance facility having sanctioned limit of Rupees 25 million (June 30, 2019: Rupees 25 million) has been obtained from Bank Al-
Habib Limited for purchase of raw material. It carries mark-up at three months KIBOR plus 1.75% (June 30, 2019: three months KIBOR plus
1.75%) per annum payable quarterfy. The principle amount is to be repaid in 80 days through business cash flows. The facility is valid till February
07, 2021 with credit review on annual basis.

143  The IBP receivable finance facility having sancticned limit of Rupees 25 million (June 30, 2019: Rupees 25 milion) has been obtained from Bank
Al-Habib Limited for financing of receivables. It carries mark-up at three months KIBOR plus 1.75% (June 30, 2019: three months KIBOR plus
1.75%) per annum. The principal amount is to be repaid upon realization of export proceeds as per tenure of respective bill but not later than 60
days from draw down date or on demand while mark-up is to be serviced upon adjustment of each loan or at the end of each calendar quarter
whichever is earlfier. The facility is valid till February 07, 2021 with credit review on annual basis.

144 The running finance facility having sanctioned limit of Rupees 85 million (June 30, 2019: Rupees 85 million ) has been obtained from Bank Ak
Habib Limited for working capital requirements. It carries mark-up at three months KIBOR plus 1.75% (June 30, 2019: three months KIBOR plus
1.75%) per annum payable quarterly. The sanctioned limit has temporarily been exceeded due to issuance of cheques which will be presented
after June 30, 2020. The facility is valid till February 07, 2021 with credit review on annual basis.

145  The running finance facility having sanctioned limit of Rupees 30 million (June 30, 2019: Rupees 30 million) has been obtained from Summit Bank
Limited for working capital requirements. It carries mark-up at three months KIBOR plus 2.50% (June 30, 2019: three months KIBOR plus 2.50%)
per annum payable quarterly. The facility was valid till september 30,2018 and currently the Company is in negotiation with the bank for renewal of
this facility.

146 The facilities mentioned in 14.1, 14.2, 14.3 and 14.4 are commonly secured against first pari passu charge of Rupees 180 million (June 2019:
Rupees 180 million) over current assets of the Company registered with SECP. Equitable mortgage supported by first pari passu charge on fixed
assets of Rupees 250 million (June 30, 2019: Rupees 250 milion) comprising land, building, plant and machinery situaled at 19 KM G.T. Road
Kala Shah Kaku. Lien over export documents under letter of credit and contract, shipping documents, accepted drafts, counter guarantee of the
Company and personal guarantees of three Directors / Shareholders amounting to Rupees 250 million each (June 30, 2019: Rupees 155 million).
The running finance facility at note 14.4 in addition to securities aforesaid is also secured against pro note amounting to Rs. 144.5 million (June
2019 : Rupees 144.5 million).

14.7  The facility mentioned in 14.5 is commonly secured against ranking charge of Rupees 40 million (June 30, 2019: Rupees 40 million) over all
present & future current assets of the Company with 25% margin, duly insured, with Summit Bank Limited and registered with SECP. Pari passu
charge on fixed assets, comprising land, building, plant and machinery situated at 19 KM G.T. Road Kala Shah Kaku. Personal guarantees of
three Directors along with Personai Net Worth Statement (PNWS),

14.8 As at June 30, 2020 the Company has facilities from Bank Al-Habib Limited relating to import letters of credit (sight/usance) amounting to Rupees
5 million (June 30, 2019: Rupees 5 million). Additionally, Company has letter of guarantee facility amounting to Rupees 15 million (June 30, 2019:
Rupees 15 million) from Bank Al-Habib Limited. "

149  The net aggregate short term borrowing facilities unavailed at end of June 30, 2020 amount to Rupees 25 million (June 30, 2019: Rupees 25
million) and for letters of credit and bank guarantees amount to Rupees 8.744 million (June 30, 2019: Rupees 8.744 million).

1410  The loans from Chief Executive / director (Khwaja Imtiaz Ahmed) and his close relative (Khwaja Ahmed Hassan) amounting to Rs. 66.658 million
{June 30, 2019: 39.383 million) and Rs. 13.605 million (June 30, 2019: 8.475 million) respectively, are for working capital requirments. These loans
are re-payable on demand and non-interest bearing.

15  CONTINGENCIES AND COMMITMENTS

15.1  Contingencies

1511 The Pakistan Environmental Protection Agency has filed a complaint against the Company before the Environmental Protection Tribunal on Mach
25,2005 on account of Company's failure o properly dispose effluent water discharge during the production. The agency regards this to be a
criminal offence. The Company has filed a writ petition against the Agency's claim before the Honourable Lahore High Court ("LHC") on April
8,2005. The Company has not recognized any liability in this regard since it awalts the decision of LHC which is pending. As per Legal Counsel of
the Company it is anticipated that the Company has & fair chance of success. In this context, therefore, no adverse results can be contemplated.

15.1.2 Guarantees issued by bank on behalf of Company as at June 30, 2020 amounting to Rupees 11.256 million (June 30, 2019: Rupees 11.256
million).

15.2 Commitments

There was no commitment as at June 30,2020 (June 30,2019 Rupees: 8.56 million for operating lease).
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Leiner Pak Gelatine Ltd. 2019-2020

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2020

18

19

2041

20.2

20.3

21

211

212

LONG TERM DEPOSITS 30 June 2020 30 June 2019
—emeeessRUPpEES IN thousand-—=-====

Security deposits: 255 255

Less: Current portion shown under current assets -note- 24 = =

255 255

DEFERRED TAXATION

Deferred tax on temporary differences comprises of:
Taxable temporary differences

Accelerated tax depreciation 15,887 16,209
Right-of-use Assets 1,276

17,163 16,469
Deductible temporary differences
Minimum tax credits 15,712 16,200
Lease liabilities 1,451 269

Deferred tax asset amounting to Rs. 5.468 million (June 2019 - Rs. 4.022 million) due to minimum tax credits have not been
recognized as at Jun 30, 2020 as sufficient future taxable profits may not be available against which the said tax credits can be
utilized.

30 June 2020 30 June 2019
STORES, SPARE PARTS AND LOOSE TOOLS -..————Rupees in thousand--———
Stores, spare parts and loose tools 113,315 92,510
Packing material 1,053 933

114,368 93,443

It is impracticable to distinguish stores, spare parts and loose {ools, each from the other.
Stores, spare parts and loose tools are generally held for internal use only.

No item of stores, spare parts and loose tools is pledged as security as at the reporting date.

STOCK-IN-TRADE 30 June 2020 30 June 2018
———Rupees in thousand-----—
Raw material 248,160 157,044
Work in process 48,013 28,250
Finished goods: .
Gelatine 11,023 912
By-product Di-calcium Phosphate (DCP) -note- 21.1 _ 1,360
12,383 148
308,556 200.2C

The entire stock of by-product di-calcium phosphate is carried at net realizable value.
No item of stock-in-trade is pledged as security as at the reporting date.

TRADE DEBTS

Considered good:

Unsecured - local 7477 75
-foreign
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2020

231

24

251

26

27

30 June 2020 30 June 2019
ADVANCES ——-—Rupees in thousand
Considered good:
Advances:
To staff - secured -note- 23.1 920 1,298
To suppliers - unsecured 434 693
1,354 1,991

These are amounts advanced to staff against future salaries and retirement benefits and are in accordance with Company policy and
are interast free. None of the advances related to executives and directors.

30 June 2020 30 June 2019
TRADE DEPOSITS AND SHORT TERM PREPAYMENTS wmeeee—-Rupees in thousand--———-
Current portion of long term deposits -note- 18 - -
Prepayments 1,539 1,770
1,539 1,770
OTHER RECEIVABLES
Sales tax refundable -note- 25.1 21,443 19,211
Other receivables - unsecured, considered good - 57
21,443 19,268
This represents excess of input tax on purchases over sales tax payable.
ADVANCE INCOME TAX-NET
Advance income tax 46,790 40,258
Less: Adjustment for provision for taxation -note- 35 (9,310) (8,893)
Advance income tax at the end of the year 37,480 31,365
CASH AND BANK BALANCES
With banks:
on current accounts:
Local currency 173 125
Cash in hand 292 196
465 321
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28 SALES -NET

Export sales
Local sales

28.1 Export sales

Gelatine

Di-Calcium Phosphate, by-product
28.2 Local sales

Gelatine

Di-Calcium Phosphate, by-product

Less: sales tax
trade discounts

20 COST OF SALES

Raw Mmalgrial consumed

Semi - finished product purchased
Stores, spare parts
Packing material consumed
Salaries, wages and benefits

Fuel and power
Factory overheads

Add: opening work in process
Less: closing work in process

Cost of goods manufactured

andhosa\oo\scmmm

Add: opening stock of finished goods

Less: closing stock of finished goods

Raw material consumed

Opening stock
Purchases

Less: closing stock

29.2 Salaries, wages

Rupees 1,835,962).

29.3 Factory overheads

Indirect labour wages
Insurance

Medical expenses

Repair and maintenance
Depreciation

Loading and unloading
Apportionment of sales tax
Miscellaneous expenses

294 This represents related input tax on

and benefits include employer's contribution

supplies exempt under sixth schedule of the

61

-note- 28.1
-note- 28.2

-note- 29.1

-note- 29.2

-note- 29.3

-note- 16.3

-note- 29.4

Sales Tax Act,

2019-2020
30 June 2020 30 June 2019
—-me—-Rupees in thousand-—-—-—=
152,341 155,970
508,547 623,689
660,888 779,659
146,149 155,870
6,192 =
152,341 155,970
403,462 510,568
139,205 157,797
542,667 668,385
‘ 34,120 | ‘ 44,498
B 198
34,120 44,696
= 508,547 623,689
259,409 319,665
26,040 23,690
19873 32,348
4,428 5,086
76,272 7353\
138,745 137,192
51,507 50,802
576,274 642,315
r 28,250 53,465
48,013 28,250
(19,763 35,215
556,511 B77,530
‘ 14,912 l 22,280
| 12,383 | | 14,912
2,529 7.368
559,040 664,898
157,044 111,519
___ 3%05% 365,190
507,569 476,709
248,160 157,044
259,409 310,665 _

to recognised provident fund amounting to Rupees 2,074,634 (June 30, 2019:

30 June 2020 30 June 2019
.cme-Rupees in thousa nd-—-—eee-

15111 14,742

2,464 3.217

309 623

6,122 3,014

13,247 11,654

2,212 2,162

10,644 14,778

1,398 712

51,507 50,802

1990.
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OTHER INCOME

Income from financial instruments:

Foreign exchange gain - net
Amortization of government grant

Income from non-financial assets:

Gain on disposal of fixed asset

DISTRIBUTION COST

Shipping expenses
Commission on exports
Other expenses

ADMINISTRATIVE EXPENSES

Salaries, wages and benefits
Insurance

Vehicle running and maintenance
Rent, rates and taxes
Travelling and conveyance
Legal and professional charges
Printing and stationery

Fees and subscription
Telephone and postage

Repair and maintenance
Auditors' remuneration
Entertainment

Utilities

Depreciation

Amortisation

Security expenses
Miscellaneous expenses

30 June 2020 30 June 2019
—meeee-RUpees in thousand-————-

2 723
T7 -
534 &
611 723
——
2,462 3,362
1,749 736
1,740 903
5,951 5,001
-note- 32.1 31,207 31,810
239 1,082
6,909 9,097
1,101 3,013
437 697
795 528
381 441
1,803 1,746
992 971
500 346
-note- 32.2 915 Boa
1,131 1,125
953 683
-note- 16.3 3,204 1,183
-note- 17 : .
2,699 , 2,789
1,421 914
54,687 57,233

Salaries, wages and benefits include employer's contribution to recognised provident fund amounting to Rupees 1,140,686 (June 30, 2019:

Rupees 1,072,484).

Auditors' remuneration

Audit fee

Fee for half yearly limited review of Financial information

Special reports and certifications
Out of pocket expenses

OTHER OPERATING EXPENSES

Workers' Profit Participation Fund
Workers' Welfare Fund
Donations

Foreign exchange loss - net

Loss on disposal of fixed asset

30 June 2020 30 June 2019
Rupees in thousand--———-
700 550
140 140
60 60
15 58
915 808
-note- 12.3 622 625
229 233
-note- 33.1 - 40
BO6 -
- 281
1,657 1,179

331 None of the directors or their spouses had any interest in the donees In respect of donations made by the Company.
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34 FINANCE COST

Mark-up/interest on:

Short term borrowings
Long term finance

Workers' Profit Participation Fund
Bank charges and commission
Lease liabilities

35 TAXATION

Current-for the year
-for prior years

Deferred-current year
- gffect of change in tax rate

351 The provision for current taxation has been made on minimum tax under Section 113 and
tax regime of Income Tax Ordinance, 2001. Therefore, a numeric tax rate reconciliation has not been inclu

352 The Income Tax assessments of the Company are complete uplo tax year 2019, as deemed as

-note- 12.3

|ncome Tax Ordinance, 2001 (The Ordinance) as per income tax retums of the Company.

453 Finance Act 2019 has fixed the corporate tax rate for Gompanies at 20% for current as well as futu
differences when those are evpech

at the rates that are expected to be applied to the temporary
substantively enacted by the reporting date.

36 EARNING / (LOSS) PER SHARE - BASIC AND DILUTED
There was no dilutive effect on basic eamings per share
of the Company which is based on:

Profit after taxation attributable to ordinary
shareholders of the Company

Weighted average number of ordinary shares
outstanding during the year

Earning per share

63

No. of shares

30 June 2020

30 June 2019

—mee-RUpees in thousand--——-

25,964 18,502
108 -
346 216
1,498 1,813
1,010 110
28,026 20,641

9,310 8,803
9,310 5,893

2 [1,058)

. 1,058
9,310 8,893

30 June 2020

Section 154 for income from export sales under fixed
ded in these financial statements.

sessments in terms of Section 120(1) of the

re tax years. Deferred tax has been measured
ad 10 feverse Dased on the rales enacted ar

30 June 2019

——ee-Rupees in thousand----———

1,928 2,537
7.500 7,500
0.26 0.34




Leiner Pak Gelatine Ltd. 2019-2020
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2020
30 June 2020 30 June 2019
37 CASH GENERATED FROM OPERATIONS -——--RUpees in thousand
Profit before taxation 11,238 11,430
Adjustments for: )
Depreciation 16,451 12,737
Amortisation = =
Provision for employee retirement benefits 3215 2,908
Finance cost 28,926 20,641
Provision for Workers' Profit Participation Fund 622 625
Provision for Workers' Welfare Fund 229 233
(Gain) / Loss on disposal of property, plant and equipment (534 281
48, 37,425
Operating profit before changes in working capital 60,147 48,855
Changes in working capital
(Increase)/decrease in current assets:
Stores, spare parts and loose lools (20,925) (50,525)
Stock-in-trade (108,350) (2,942)
Trade debts 16,915 (9,720)
Advances 637 (255)
Trade deposits and short term prepayments 23 163
Other receivables 57 108
Increase/(decrease) in current liabilities:
Trade and other payables 75,290 36,477
24.0% 22{1 51
37.1 Reconcilition of movement of liabilities to cashflows arising from financing activities
Net (decrease)
| Increase due
June 30, 2019 SE June 30, 2020
From banking companies-secured
Running Finance
Bank-al-Habib Limited 140,241 5719 145,960
Summit Bank Limited 30,236 (252) 29,984
170,477 5,467 175,944
LONG TERM FINANCE — SECURED
Bank Al Habib Limited - 11,650 11,650
Deferred Income-Govt. Grant - 1,398 1,398
- 13,048 13,048
Short Term Finance against payables
Bank-al-Habib Limited 25,000 B 25,000
Short Term Finance against IBP receivables
Bank-al-Habib Limited 25,000 - 25,000
50,000 - 50,000
From related parties-unsecured
Loans from director and close relative thereof 47,858 32,405 80,263
268,335 50,920 319!255
30 June 2020 30 June 2019
weeeee—-Rupees in thousand
38 CASH AND CASH EQUIVALENTS
Cash and bank balances -note- 27 465 321
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39 JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

39.1 Depreciation / amortisation methods, rates and useful lives
The management of the Company reassesses useful lives, depreciation method and rates for each item of property, plant and equipment and
intangible assets annually by considering expected pattern of economic benefits that the Company expects to derive from that item.

39.2 Recoverable amounts of assets | cash generating units
The management of the Company reviews carrying amounts of its assets and cash generating units for possible impairment and makes formal
estimates of recoverable amounts if there is any such indication.

39.3 Taxation
The Company takes into account the current income tax law and decisions taken by appellate authorities. Instances where the Company's view
differs from the view taken by the income tax department at the assessment stage and where the Company considers that its view on items of
material nature is in accordance with law, the amounts are shown as contingent liabilities.

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

49,5 Revaluation of freehold land
Revaluation of freehold land is carried out by independent professional valuers. Revalued amounts are determined by the reference to local
market values.

39.6 Stock in tradel Stores, spare parts & Loose tools
Management has made estimates for realizable amount of slow moving and obsolete stocks, stores, spare parts & Loose tools items to determine
provision for slow moving and obsolete items. Any future change in the estimated realizable amounts might affect carrying amount of stocks,
stores, spare parts & Loose tools with correspending affect on amounts recognized in statement of profit or loss as provision / reversal.

~ 39.7 Impairment of financial assets

The management makes judgments for estimating the allowances for Expected Credit Losses (ECLs) in respect of financial assets measured at
amortized cost.

39.8 Leases

The management uses judgments for recognition of leases under IERS 16 and the related practical expedients thereunder.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2020
40 FINANCIAL RISK MANAGEMENT
30 June 2020 30 June 2019
40.1 Financial instruments ------—--Rupees in thousand
The following are financial instruments by category:
Financial assets at amortized cost ,
Security deposits 1 1
Trade debts 7,477 24,392
Advances 920 1,298
Other receivables % 57
Cash and bank balances 465 321
8,863 26,069
Financial liabilities at amortized cost |'
|
Lease liabilities 5,976 1,048 |
Long term finance 13,048 - i
Short term borrowings 306,207 268,335 |
Mark up accrued 5,360 3,878 |
Trade and other payables 160,280 132,321
Unclaimed dividend 771 771
491,642 406,353
The Company's activities expose it to a variety of financial risks including effects of changes in foreign exchange rates, market interest
rates, credit and liquidity risks associated with various financial assets and liabilities. The Board of Directors of the Company has overall
responsibility for the establishment and oversight of the Company's risk management framework. s
40.2  Credit risk Z
|

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument fails to meet its contractual
obligations. The carrying amounts of the financial assets represent the maximum credit exposure. The maximum exposure to credit risk at
the reporting date is as under:

30 June 2020 30 June 2019
seeeemeRupees in thousand-—-=---

Security deposits 1 1
Trade debis 7,477 24,392
Advances 920 1,298
Other receivables - 57
Bank balances 173 125

8,571 25,873

The maximum exposure to credit risk for trade debts amounting to Rupees 7.477 million (June 30, 20193: Rupees 24.392 million) at the
reporting date by geographic region is as under:

30 June 2020 30 June 2019
=—eweeeRUpees in thousand

Domestic 7477 7.566
Export Sra 16,826
7,477 24,392

The export debtor of the Company is situated in Malaysia.

The maximum exposure to credit risk for trade debts amounting to Rupees 7.477 million (June 30, 2019: Rupees 24.392 million) at the
reporting date by type of customer is as under;

30 June 2020 30 June 2019
-=--——-Rupees in thousand---—----

Whole seller / distributor - é
End user customers 7,477 24,302
7477 24,392

66
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The aging of trade debts at the reporting date Is as under:
30 June 2020 30 June 2019
—--e—Rupees in thousand=--==--—
Not past due 6,990 23,554
Past due 1-30 days 24 80
Past due 31-120 days 448 758
Past due 121-365 days - -
More than one year . -
7,462 24,392

The Company continuously monitors the credit exposure towards the
doubtful of recovery. The Company manages credit risk by limiting sig

against sales. Based on historic record the Company believes that

ratings as determined by PACRA and JCR-VIS are as follows:

customers and makes provisions ag
nificant exposure to individual
no impairment allowance is necessary
amounts. Further, bank balances are held only with reputable banks with high quality credit ratings. The sh

Rating 30 June 2020 30 June 2019
Short term Long term Agency cemenmesRUpEES i thousands===--——-

Banks
National Bank of Pakistan Al+ AAA PACRA 7 1
Bank Alfalah Limited Al+ AA+ PACRA 14 14
Bank Al - Habib Limited Al+ AA+ PACRA 118 61
MCRB Bank Limited Al+ AAA PACRA 8 8
United Bank Limited A-1+ AAA JCR-VIS 24 39
Bank Islami Pakistan Limited A1l A+ PACRA 2 2
173 125

40.3 Liquidity risk

Liquidity risk is the risk that the
liquidity and cash flow position,

Company will not be able to meet its financial obligations as they
This includes maintenance of financial position liq
terms of overall funding mix and avoidance of undue reliance on large individual

uidity ratios, debtors
customer. The followi

ainst those balances considered
customers and obtaining advances
in respect of trade debts past due
ort term and long term credit

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

fall due. The Company closely monitors its
and creditors concentration both in
ng are contractual maturities of

Carrying Caontractual 6 months Gto 12 2105 More than
amount cash flows or less months years 5 years

Lease liabilities 5,976 7.072 1,548 1,648 3,976 =
Long term finance 13,048 13,714 228 3.444 10,042
Short term borrowings 306,207 308,045 308,045 - - -
Mark up accrued 5,360 5,360 5,360 - - -
Trade and other payables 160,280 160,280 160,280 - - =
Unclaimed dividend 771 771 771 - - -
Rupees in thousand 2020 491,642 405,242 476,232 4,092 14,018 -
Lease liabilities 1,048 1,304 140 140 1,024 -
Short term borrowings 268,335 271,523 271,523 - - -
Mark up accrued 3,878 3,878 3,878 - - -
Trade and other payables 132,321 132,321 132,321 - - -
Unclaimed dividend 771 771 771 = = =
Rupees in thousand 2019 406,353 409,797 408,633 140 1,024 -

The contractual cash flows relating to the above financial liabilities have been determined on

the basis of mark up rates effective as at 30

June. The rates of mark up have been disclosed in notes 9, 10.1, 14.1, 14.2, 14.3, 144 and 14.5 to these financial statements.

40.4 Market risk

Market risk is the risk that the value of the financial instrument may fluctuate as
price due to change in credit rating of the issuer or the instrument, change in ma
of securities and the liquidity in the market. The Company is exposed to currency n

67

a result of changes in market interest rates or the markel
rket sentiments, speculative activities, supply and demand
sk and interest rate risk only.
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40.41

40.4.2

Currency risk

The Company is exposed to currency risk on trade debts Rupees nill million (June 30, 2019: Rupees16.826 million) and creditors Rupees
0.699 million (June 30, 2019: Rupees nill) that are denominated in a currency other than the functional currency of the Company. The
Aggregate exposure of statement of financial position to currency risk works out to be 0.899 million ( June 30, 2018: Rupees 16.826
million). The currencies in which these transactions primarily denominated are US Dollar , Euro and Pound.

Ave rates Reporting date rate
2020 | 2019 2020 nf 2019
Significant exchange rates applied during the year:
US Dollar 156.43 136.13 167.98 164.00
Euro 172.96 155.20 188.43 186.99
Pound 198.92 176.11 206.32 207.79

Sensitivity analysis

A 10 percent strengthening of the Rupee against above mentioned currencies at 30 June would have increased / decreased profit
respectively for the year by Rupees 69,782 ( June 30, 2019: Rupees 1,682,640) mainly as a result of net foreign exchange loss on
translation of foreign currency trade debts and creditors. The analysis assumes that all other variables remain constant. A 10 percent
weakening of the Rupee against above currencies at 30 June would have had the equal but opposite effect on the profit or loss, on the
basis that all other variables remain constant.

Interest rate risk

Interest rate risk is the risk that the fair value or the future cash flows of a financial instrument will fluctuate because of changes in market
interest rates. Majority of the interest rate exposure arises from short term borrowings from banks. At the reporting date the interest rate
profile of the Company's variable interest bearing financial instruments is given below:

The variable rate financial liabilities as at June 30, 2020 aggregated to Rupees 226.809 million (June 30, 2019: 221.525 million). A change
of 100 basis points in interest rates at the reporting date would have (decreased) / increased the loss / profit for the year by the amounts
shown below. The analysis assumes that all other variables, in particular foreign currency rates, remain constant. The analysis is performed
on the same basis for 2019.

Profit & loss
100 bp 100 bp
increase decrease

-------Rupees in thousand---—
As at June 30, 2020

Cash flow sensitivity - variable rate instruments (165) 165
As at June 30, 2019

Cash flow sensitivity - variable rate instruments (287) 287
Fair Value of Financial Instruments

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.

A financial Instrument is regarded as quoted in an active market if quoted prices are readily and regularly available from an exchange
dealer, broker, industry group, pricing service or regulatory agency, and those prices represent actual and regularly occurring market
transactions on an arm’s length basis.

The Company classifies fair value measurements and fair value hierarchy that reflects the significance of the inputs used in making the
measurements of fair value, Fair value hierarchy has the following levels:

- Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities.

- Level 2: Inputs other than quoted prices included within level 1 that are observable for the asset or liability either directly
(i.e. as prices), or indirectly (i.e. derived from prices).
- Level 3: Inputs for the asset or liability that are not based on observable market data (i.e. unadjusted) inputs.

Transfer between levels of the fair value hierarchy are recognized at the end of the reporting period during which the changes have
occurred.

The carrying values of all financial assets and liabilities reflected in the financial statements approximate their fair values.
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40.6 Fair value measurement — non-financial assets

(i) Fair value hierarchy

Judgments and estimates are made for non-financial assets that are measured at fair value in these financial statements. To provide an
indication of the reliability of the inputs used in determining fair value, the Company has classified its non-financial assets into following

three levels:
Level 1 Level 2 Level 3 Total
Rupees (000) | Rupees (000) | Rupees (000) Rupees (000)
As at June 30, 2020
Freehold land - 344,088 - 344,088
As at June 30, 2019
Freehold land - 344,088 - 344,088

(if) Valuation techniques used in determining level 2 fair value
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The Company obtains independent valuations of

value of freehold land is current prices in an a

(iii) Valuation process

The Company engages external, inde

statements.

Capital risk management

The Company's prime objective whe
adequate returns for shareholders an

capital.

In order to maintain or adjust capital structure, the Company m

sell assets to reduce debts.

Consistent with others in industry, the Company monitors cap
total capital. Net debt represents

capital is calculated as equity

management during the year an

Total borrowing

Less: Cash and bank balances

Net debt
Total equity
Total capital

Gearing ratio

42 OPERATING SEGMENTS

421 These financial statements have been prepared on th

42.3 Al non-current assets of the Com

42.4 Sales to Martin Dow Marker Limite
and Nestle Pakistan Limited is arou

n managing capital is to
d benefits for other stake

total of long term financing,
hown in statement of financial posii
d the Company is not subject to externa

its freehold land at revalued amounts every three to five years. The best evidence of fair

18.37%) of the total revenue of the Company respectively.

d is around 26.
nd 8.03% (2019: 5.75% ) during the year ended Jun

ctive market for similar lands.

safeguard its ability to
holders and to maintain an optimal capi

pany as at June 30, 2020 are located in Pakistan.

pendent and qualified valuers to determine the fair value as detailed i

ital on the basis of gearing ratio. The ratio i
lease liabilities and short term borrowings less
on plus net debt. There were no majo
lly imposed capital requirement.

& basis of a single reportable segment.

n note 8.2 of the financial
continue as a going concern in order to provide
tal structure to reduce the cost of
ay adjust the amount of dividends paid to shareholders, issue new shares or

s calculated as net debt divided by
cash and bank balances. Total
r changes in the Company's

30 June 2020 30 June 2019
—-——-Rupees in thousand
325,231 269,383
465 321
324,766 269,062
407,990 406,062
75,12
44.32% 39.85%

422 Sales revenue from gelatine products and di-calcium phosphate (by-product) represent 80.86 % and 19.14% (June 30, 2019: 81.63 % and

93.65% (2019: 15.65%), Cocoaland Industries Malaysia is around 14.26% (2019: 17.06%)

42.5 The sales percentage by geographic region is as follows:

Pakistan
Malaysia
Italy

United Kingdom

Afghanistan
New Zealand

69

e 30, 2020.

30 June 2020 30 June 2019
% %
76.95 80.00
221 17.06

. 1.2
® 1.64
0.94 -
- 0.03
100.00 100.00
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FORM 34
THE COMPANIES ACT, 2017
(Section 227(2)(f))
PATTERN OF SHAREHOLDING
1.1 Name of the Company [LEINER PAK GELATINE LIMITED |
5 1. Pattern of holding of the shares held by the shareholders as at [ 30-06-2020 |
---——--Shareholdings---—-
2.2 No. of Shareholders From To Total Shares Held
150 1 100 7,181
237 101 500 54,237
39 501 1,000 32,566
117 1,001 5,000 378,895
9 5,001 10,000 64,956
2 10,001 15,000 22,200
2 20,001 25,000 45,800
1 25,001 30,000 26,000
1 30,001 35,000 30,500
3 35,001 40,000 113,020
3 45,001 50,000 150,000
2 50,001 55,000 105,800
1 70,001 75,000 74,000
2 75,001 80,000 150,960
1 90,001 95,000 91,500
2 105,001 110,000 211,360
1 125,001 130,000 125,900
1 160,001 165,000 162,000
1 145,001 150,000 145,390
3 155,001 160,000 480,000
2 170,001 175,000 340,600
1 200,001 205,000 202,500
2 210,001 215,000 429,200
1 270,001 275,000 270,300
1 300,001 305,000 304,550
1 330,001 335,000 330,020
1 365,001 370,000 370,000
1 415,001 420,000 419,800
1 655,001 660,000 657,900
1 750,001 755,000 751,765
1 950,001 955,000 951,100
587 7,500,000
2.3 Categories of Shareholders Shares Percentage
Held
231 Directors, Chief Executive Officer, 3,385,815 45.1442%
and their spouse and minor children
2.3.2 Associated Companies, 370,000 4.9333%
undertakings and related
parties. (Parent Company)
2.3.3 NIT and ICP 25 0.0003%
2 3.4 Banks Development 4,852 0.0647%

73



Leiner Pak Gelatine Ltd. 2019-2020

Financial Institutions, Non
Banking Financial Institutions.

2.3.5 Insurance Companies 0 0.0000%
2.3.6 Modarabas and Mutual 0 0.0000%
Funds
2.3.7 Shareholders holding 10% 1,702,865 22.7049%
or more

2.3.8 General Public

a. Local 3,619,050 48.2540%
b. Foreign 0 0.0000%
2.3.9 Others (to be specified)
Joint Stock Companies 117,576 1.5677%
Pension Funds 2,494 0.0333%
Other Companies 188 0.0025%
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LEINER PAK GELATINE LIMITED
Categories of Shareholding required under Code of Corporate Governance (CCG)
As on June 30, 2020
No. of
Sr. No. Name Shares Held Percentage
Associated Companies, Undertakings and Related Parties (Name Wise Detail):

1 INA SECURITIES (PVT) LIMITED. 370,000 4.9333%
Mutual Funds (Name Wise Detail) - =
Directors and their Spouse and Minor Children (Name Wise Detail):

1 KH. IMTIAZ AHMED 751,765 10.0235%

2 MRS. AYESHA QASIM 172,200 2.2960%

3 MR. IJAZ AHMED KHAWAJA 304,550 4.0607%

4 MR. RASHID MINHAS 1,000 0.0133%

5 KH. IBRAR AHMED 951,100 12.6813%

6 MR. AHMED ALI RIAZ 74,000 0.9867 %

T MIAN ZIA UDIN (CDC) 500 0.0067%

8 MRS. NAVIDA IMTIAZ W/O KH. IMTIAZ AHMED 657,900 8.7720%

9 MRS. NEELUM NAZ W/O KH. IJAZ AHMED 202,500 2.7000%

10 MRS. NAUSHEEN IBRAR W/O KH. IBRAR AHMED 270,300 3.6040%
Executives: 657,900 8.7720%
Public Sector Companies & Corporations: - -
Banks, Development Finance Institutions, Non Banking Finance 7,346 0.0979%

Companies, Insurance Companies, Takaful, Modarabas and Pension Funds:

Shareholders holding five percent or more voting intrest in the listed company (Name Wise Detail)

1 KH. IBRAR AHMED 951,100
2 KH. IMTIAZ AHMED 751,765
3 KH. AHMED HASSAN 749,820
2 MRS. NAVIDA IMTIAZ W/O KH. IMTIAZ AHMED 657,900

12.6813%
10.0235%
9.9976%
8.7720%

All trades in the shares of the listed company, carried out by its Directors, Executives and their

spouses and minor children shall also be disclosed:

S.No. NAME SALE PURCHASE
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Form of Proxy

The Company Secretary,
Leiner Pak Gelatine Lid.
17-G, Gulbergz,
Lahore-54660
ANNUAL GENERAL MEETING

I/ We

of being a member of LEINER PAK GELATINE LIMITED,

holder of Ordinary Shares as per Share Register Folio No.

(No. of Shares)
and/or CDC Participant |1.D. No.

and Sub Account No. hereby appoint

Of

Or failing him of

as my/our proxy to vote for me /us and on my / our behalf at the Annual General Meeting of the Company to be
held on 28™day of October, 2020 and at any adjournment thereof.

Signed this day of 2020

WITNESSES
1. Signature

Signature on

Name Rs. 5/-
Address

Revenue stamp

NIC or
Passport No.

(Signature should agree with the
2. Signature specimen signature registered with
the Company

Name
Address

NIC or
Passport No.

Note:

1. A member entitied to be present and vote at the Meeting may appoint a proxy to attend and vote for him /
her. A proxy need be a member of the Company.

2. Proxies in order to be effective must be received at the Registered Office of the Company not less than 48
hours before the meeting.

3. CDC Shareholders and there Proxies must each attach an attested photocopy of there
National Identity Card of Passport with this proxy form.
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17-G, Gulberg-2, G/Postmall Box-3529, Lahore-54660
Phones #: 92-42-35756953-54
Works: 19-Kilometer, Shahrah-e-Pakistan, Kala Shah Kaku,
District Sheikhupura.



