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we are Treet...

Treet Group leverages its core competencies, including
brand recognition, international presence, strong and
experieniced management and staff, guick decision
making and response time, superior client service, long-
term relationships, and innovative financial solutions to
take advantage of opportunities and further enhance
stakeholder value.

We're all about developing people to excel, to challenge
how things are done and to inspire change
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Treet Corporation Limited

INSIGHTS TO

COMPANY'S FINANCIAL
MANAGEMENT

Basic Principles & Premises

Two of the main business concerns are: shiould a business increase or reduce the numberof units it is proaucing
or should it rely more or less heavily on borrowed money? The answer depends upon how a change would

affect risk and returm.

Leverage is used to explain a firm's ability to use fixed-cost assets or funds to magnify the returns to its
owners. Leverage exists whenever a company has fixed costs. There are three types of leverage in financial

management: operating financial, and total leverage.

= Operating leverage is based on the relationship
between a firm's sales revenue and its earnings
before interest and taxes. Operating leverage
arises when an enterprise has a relatively large
amount of fixed costs in its total costs.

= Financial leverage is a financial technigue that
uses borrowed funds or preferred stack {items
involving fixed financial costs) to improve the
return on an equity investment. As long as a
higher rate of return can be earned on assets
than is paid for the capital used to acquire the
assets, the rate of return to owners can be

increased. This is referred to as positive financial
leverage. Financial leverage is concerned with
the relationship between the firm's earnings
befare interest and taxes (EBIT) and the earnings
available to shareholders (ordinary) or other
owners. Financial leverage is often referred to as
“trading on the equity.”

Total leverage reflects the impact of operating
and financial leverage on the total risk of the
firm (the degree of uncertainty associated with
the firm’s ability to cover its fixed-payment
obligations).

Characteristic of Leverage is : When Market conditions are good, it is very very good but when market conditions

are gloomy; it is worst

AL Variation
Variations :
as Risk
Business Variation in
Operations Business Operations
create

EBIT Variation in EBIT ‘ Business Risk

plus
i Additional Variation
Financing from the Effects of I Financial Risk
Debt Financing
leads to l
Overall Variation in
Eeionmane ROEand EPS MM Risk in Financial

Measured by
ROE and EPS

Performance
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Our Philosophy:

- Usually borrowings are Interest Based which
in turn is linked to KIBOR which is very volatile.
Currently, KIBOR rates are declining due to
expansionary monetary policy of the State
Bank of Pakistan [short term effect]. But it will
ultimately aggravate inflationary pressures which
in turn will push nominal interest rates high [long

term effect];

» Qur Tax System favors interest-based securities
for financing;

Our Country has basic structural issues [social,
economic and political] which make our business
environment very volatile [i.e. high business risk]

Thus, in a volatile business environment, operating at both types of leverages can be risky, particularly
where financial leverage is unrelated to business outcome. Thus our ultimate purpose is to replace existing
borrowing structure with more flexible financial product which should have following features:

= Flexible like shares i.e. linked to profitability

= Taxefficient for both investors and for the Company

= Tradability and hence liquidity

= Repayment of principal i.e. debt

= (reating value for the shareholders
= Sharfah Compliant

= Win-Win position for both investors in the form of good return & for the Company in the form of

flexibility

To augment our financial
management philosophy,

we are constantly working
on various financial products
that meet the above criteria.
Your Company takes pride

in introducing and issuing
first listed Participation Term
Certificate (TCLTC) with many
distinctive features

Management of your Company believes that such
financial restructuring will contribute towards
increased profitability which will ultimately translate
into increased shareholders value

Capital market for debt instruments is not developed
in Pakistan. There are issues for the investors and
for the Company as well. Trading activity (and hence
liquidity) is quite dull. Your Company fully analyzed
the situation and developing various financial
products to redress these issues.

Conventional debt instruments are traded on Bond
Automated Trading System (BATS) and issued

in multiple of Rs. 5000/- with certain minimum
investment threshold (that straddles between Rs.
10,000/~ to Rs. 25,000/-). Moreover, they are either

.“

% Pakis

hased on KIBOR or are Fixed Return based. Three
things are important for trading:

1. Difference in Expectation: Trading is not
possible if expectation of buyer and seller
is same. KIBOR is very much predictable in
the short run. If decline in KIBOR is expected,
everyone will be buyer and vice versa. We have
embedded profitability factor in the structure.
Some investors would have positive bet on the
Company's profitability and someone would have
otherwise so trading would be possible.

2. Start Investing with Minimum of Rs. 40/-:
Face value of Bond will be Rs. 40/ - (as face value
of TCLTC was Rs. 30/-) with lot size just One
Bond. This will broaden the investors’ base and
facilitate the common person’s participation

3. Bond will be traded just like share: Bond (just
like TCLTC) will be traded on the following stock
exchanges:

KSE - Karachi Automated Trading System (KATS)
LSE - Unified Trading System (UTS)
¢. ISE -Unified Trading System (UTS)

Trading rules applicable to shares will apply to Bonds
(as like TCLTC) as well apart from availability of
market maker.

o
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Information System & Control

Management of the Company beljeves that they are responsible for providing accurate financial information,
both externally and internally. The control environment is the foundation for the other components
of internal control. It is the attitude set by management regarding the importance of establishing and

maintaining control.

The Company wishes to improve the control of, production, reduce inventories and improve customer
service in order to achieve ultimate goal to create value for its stake-holders (i.e. consumers, share-holders,

employees etc.).

The management of the company is committed to
implementing, and maintaining a documented quality
system. This commitment includes:

- ensuring that customer, regulatory and legal
requirements are understood and appropriately

addressed;

the responsibilities of all functions affecting
quality are clearly defined:

- provision of the necessary resources and

personnel to maintain the system, including a
management representative, who will ensure

that the requirements of quality assurance are

met.

- the quality policy is understood and implemented

at all levels of the organization, quality objectives -
and plans are established as necessary and that

Administrative
Procedures &
Control

To ensure that the plans

of organization and all
methods and procedures
that are concerned mainly
with operational efficiency
and adherence to managerial
policies, that relate only
indirectly to the financial
records, are continuously
updated and functional; and
to ensure that Administrative
Controls, which includes
such controls as physical
safeguarding of assets,

time and motion studies,
performance reports,
employee training programs,
and organizational controls
etc. are operational.

management reviews of the system on annual
basis to determine its effectiveness,

Succession Policy Pricing Policy &

& Planning for
Management
Staff

Since change is inevitable for
any organization and can be
a very challenging at times,
itis mainstay policy of the
company to be proactive for
any change in managerial
talent too - either planned
or unplanned - to ensure the
stability and accountability of
the organization until such
time as new permanent
talent is identified. The
company believes in the
process of systematically
identifying, assessing, and
developing employee talent
to meet the future staffing
needs of the organization.
The board of directors
(through Human Resource &
Remuneration Committee)
shall be responsible for
implementing this policy and
its related procedures.

Guideline

The objective of the Pricing
Policy is to facilitate a fair
value exchange between the
Company and its customers
and to facilitate their buying
decision. The pricing structure
also addresses the realities of
businesses today and helps
to embark forecasted path to
achieve ultimate mission
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Successful people maintain a positive
focus in life no matter what is going
on around them. They stay focused on
their past successes rather than their
past failures, and on the next action
steps they need to take to get them
closer to the fulfillment of their goals
rather than all the other distractions
that life presents to them
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About Treet Group

Treet Corporation Limited

TCL was incorporated in
January 1977 as a Public
Limited Company and is
listed on all the three stock
exchanges of the country
Treet Group of Companies
(TGC) is principally engaged
in the manufacturing & sale
of blades, soap, corrugated
packaging, paper & board
and motor bikes. The Head
Office is in Lahore while
the manufacturing units
are located in Sheikhupura,
Lahore, Gujranwala and
Hyderabad districts.

Treet Group of Companies
(TGC) is a consortium of

six entities with Treet
Corporation Limited (TCL) as
the Holding Company. TGC
has been operating for more
than 55 years and exports
to over 35 markets globally.
The group's on-going efforts
to diversify product line
with measured expansion in
current business segments
has kept the business risk
under check and remains a
key rating factor.

In an effort to reduce
financial risk, the TGC has
rationalized debt levels

by issuing convertible
Participation Term
Certificates (TCLTC) of Rs.
1.25b in Oct,12. Resultantly,
short -term debt reduced
to Rs. 0.58b (FY12: Rs.

1.69b) at end-FY13. The
company was compliant
with all financial covenants
incorporated in the TCLTC
structure during FY13.
These included maintaining
debt service coverage,
gearing and current ratio
within predefined levels.

Recently, the board

has approved another
Redeemable Capital
Instrument i.e. Treet
Perpetual Bond "Bond”
Issue of Rs. 510.2m which
will be offered to existing
shareholders in the ratio
of one Bond against four
ordinary shares.

Moreover, TCL has recently
raised funds of Rs. 501.9m
through a 15% right issue.
The proceeds from above
mentioned issues will

be utilized primarily for
financing production
expansion, working

capital requirements and
repayment of borrowings
5 £ 8

Total debt of the TGC
(excluding convertible
partion of TCLTC) amounted
to Rs. 0.62b (FY12: Rs. 2b)

at end-FY13. The Company
utilized proceeds from
TCLTC issue to retire short-
term barrowings which were
substantially reduced during
FY13. The said reduction
had a favorable impact

on FFO to debt (excluding
convertible portion of TCLTC)
which stood higher at 0.34x
at end-FY13 (FY12:0.22x).
Current ratio showcased
improvement and stood

at 1.91x (FY12:1.14x) at
end-FY13, The Company
carries short-term debt

to the tune of Rs. 0.6b of
which 93% represented
export refinance facilities
availed from various banks.
Debt leverage and gearing
showcased improvement
with expanding equity

base and lower debt levels.
The expansion in equity
base through rights issue
and mandatory equity
conversion feature of TCLTC
is expected to improve

the leverage indicators

of the company further,
going forward. Debt service
coverage ratio remains
comfortable at 2.33x (FY12;
2.87%). However, with the
decrease in debt levels,
coverage ratio is expected to
strengthen.

Entity | AA-/A-1
TELTC | | AA
Bond* | A+
Outiaok | Stable
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Focusing on our strengths

Sales of the group grew considerably by 1861%toRs. 7.1 b (FY13: Rs. 5.9b) in FY14 in comparison to a 4%

increase in the prior year.

+

IL 2013

Gross Profit = Net Profit = Sales Net

"

014 2013 20

® Current Ratio Geanmng Ratio

Blades sales, which account for
more than half of the group’s
revenue base, showed good
growth in the local market

and excellent growth in export
markets that reached Rs. 2.0b
(FY13:Rs. 1.4D).

Overall gross margins declined to
20.17% (FY12: 22.4%) on account
of rising electricity tariffs, fuel
costs as well as inflationary
impact on salaries and wages.

TGC has various plans for
diversification (educational
project, paper & board mill within
house power generation etc).

11
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Our Mission

Mission Statement

Our MISSION is, to satisfy and
meet the needs of our custom-
ers, providing our products and
services with the quality, adjust-
ed to their needs and preferenc-
es and to create value for our
stakeholders through original-
Ity and strict adherence to our
principles. We being a conscien-
tious producer, and having stood
the test of time, will continue
our emphasis on responding to
customer need with value added
products and services. It is our
belief that we can fulfill this mis-
sion through a unigue combina-
tion of industry vision, effective
supply chain management and
innovative technology.
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Our Vision

Vision Statement

To be innovative in our field
to the benefit of society,
we will fairly compete

in quality, technology,
sales and marketing
expertise, while ensuring
sound financial and
sustainable growth of the
Treet Group for the sake
of its stakeholders and
reputation.

Principle

We will base our human
resources systems on

our proven principles
reflective of our core values
and our commitment

to attract, reward,

develop and motivate
sophisticated people.

They will reflect the global
scope of our business
while demonstrating
responsibility and flexibility
with respect to cultural
diversity, and statutory and
regional business realities.

Emphasis

Our emphasis on
continuous improvement
in all aspects of our
business will enable us to
reward our shareholders
and employees.

Social Responsibility

We will continually strive
to be environmentally
responsible and support
the communities where we
operate and the industries
in which we participate.

Corporate Values

« Total Customer Services

» Long-Term Business
Focus

= Technology Oriented

»  Quality & Reliability

» Staff Development &
Teamwork

» Effective Resources &
Cost Management

» Corporate Responsibility
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Company Information

Dr. Mrs. Niloufer Mahdi Chairperson

Syed Shahid Ali Chief Executive Officer

Syed Sheharyar Ali

Mr. Imran Azim (Nominee National Investment Trust)

Mr. Munir K. Bana (Nominee Loads Limited)

_MI’.' Saulat Said

Muhammad Shafique Anjurn _

Mr. Khurram Raza Bakhtayari (Nominee Gl Insurance Limited)

Mr. Imran Azim Chairman

Syed Sheharyar All Member

Mr. Munir K. Bana Member

Mr. Khurram Raza Bakhtayari Member

Syed Sheharyar Ali Chairman

Mr. Munir K. Bana Member

Mr. Imran Azim Member

Muhammad Shafigue Anjum Member

Mr. Amir Zia Member

Mr. Jehangir Bashir Member

Rana Shakeel Shaukat Secretary

Mr, Amir Zia

Rana Shakeel Shaukat

Muhammad Ali

KPMG Taseer Hadi & Co.
Chartered Accountants
Lahore.

Kreston Hyder Bhimji & Co.
Chartered Accountants
Lahore.

Salim & Baig, Advocates - Lahore.

Cornelius, Lane & Mufti Legal Advisors & Solicitors - Lahore.

Mufti Iftikhar Baig (Only for First Treet Manufacturing Modaraba)

Al Baraka Bank (Pakistan) Limited
Allied Bank Limited

Askari Bank Limited

Bank Alfalah Limited

Bank Al-Habib Limited
Banklslami Pakistan Limited
Barclays Bank PLC, Pakistan
Faysal Bank Limited

Habib Bank Limited

HSBC Bank Middle East Limited
Habib Metropolitan Bank Limited
IG! Investment Bank Limited

IS Bank Limited

MCB Bank Limited

National Bank of Pakistan

NIB Bank Limited

SAMBA Bank Limited

Soneri Bank Limited

‘Standard Chartered Bank (Pakistan) Limited
SilkBank Limited
United Bank Limited



Business Review

72-B, Kot Lakhpat industrial Area, Lahore.
Phones: 042-35830881, 35156567

Fax: 042-35114127, 35215825

E-mail: info(@treetonline.com

Home Page: www.treetonline com

Scarlet | T Systerns (Private) Lirmited
24-Ferozepur Road, Lahore.
Tel:042-37426144

Fax: 042-37570303

E.mail: treet@scarletsystem.com

72-B, Kot Lakhpat Industrial Area, Lahare.
Phones: 042-35830881, 35156567 & 35122296
Fax:042-35114127, 35215825

Hali Road: P.O. Box No. 308, Hyderabad.
Phenes : (223-880846, 883058 & 883174
Fax: 0223-880172

First Treet Manufacturing Modaraba
{(Managed by Global Econo Trade (Private) Limited)

Packaging Selution - Corrugation
27- K.M. Ferozepur Road, Kachha Tiba, Rohi Nala,
Lahore. Tel (042) 8555848

Packaging Solution - Paper & Board Mill
33 - K.M. Lahore Sheikhupura Road.

Global Econo Trade (Private) Limited

(A wholly owned subsidiary of Treet Corparation Limited)
72-B, Kot Lakhpat Industrial Areg, Lahore.

Phones: 042-35830881, 35156567

Fax: 042-35114127, 35215825

First Treet Manufacturing Modaraba

(Managed by Global Econo Trade (Private) Limited)
Principal Place of Business:

72-B, Kot Lakhpat industrial Area, Lahore.
Phones: 042-35830881, 35156567
Fax:042-35114127, 35215825

TCL Labor - Hire Company (Private) Limited

(A wholly owned subsidiary of Global Econo Trade (Private) Limited)
72-B, Kot Lakhpat Industrial Area, Lahare.

Phones: 042-35830881, 35156567

Fax:042-35114127, 35215825

Treet Power Limited _

(& wholly owned subsidiary of Global Econo Trade (Private) Limited)
72-B, Kot Lakhpat Industrial Area, Lahore.

Phones: 042-35830881, 35156567

Fax; 042-35114127, 35215825

Global Art Limited (Formerly Treet Services Limited)

{A wholly owned subsidiary of Global Econo Trade (Private) Limited)
72-B, Kot Lakhpat Industrial Area, Lahore,

Phones: 042-35830881, 35156567

Fax: 042-35114127, 35215825

17-Abdullah Harpon Road, Karachi.
Phones: 021-35681576
Fax: 021-35681575
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Directors’ Profile

Dr.

Cha

Mrs. Niloufer Mahdi

Hisp

ortfolio includes:-

) Limited

Hisp

ortfolio includes:-

vt.) Lirmited. Directo
| Feder,

His p

ancial institution

ortfolio includes:-

ect Corpor
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[\_z’lr. Munir K. Bana
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finance dlrectors. for18y at Boats formally known as Parke-Davis. Mr
Bana was alsn appointed as Chairman in 2005, by the Prime Minister of

9 a public-private partnership, Karachi Tools, Dyes and Mold center
:—e 5 also the current Chairman of Pakistan Association of Automotive Parts
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TO p M an age men t Children imitate their parents,

employees their managers.
Amit Kalantr

“

Mr. Feroz Hassan Khan

Mr. Javaid Aslam Mr. Tariq Aziz Mr. Hussain Yousu
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If you Fulfill the wishes of your
employees, the employees will
fulfill your visions.” Amit Kalantri

Mr. Sohail Habib

i
N'uhammad Ni Mr Mobeen Akhtar S\;ed Ali Zulqamam Bukhan Mr. Ihsarl Gill

::':"-1:—' S ercia

Mr. Muhammad Shabblr !—\hmed Mr. Rana Wagar Ahmed Mr. Jawad Ahmed Mr lam|l Mahk
General Manager Sales (Bike Manager Legal Affairs Treasury Manage Sy Administrate

Mr. Imran Ahmed Rana Mr. Jahanglr Bash|r Mr. Alr Raza Mr. Israr ul Hag
Manager ME Assistant Manager HR Manager Operations-Bikes Production Manager-50ap
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Our Team

‘The strength of the teamn is each individual member. The strength of each member is the team.” Phil Jackson
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Guidelines To Business Conduct

- Do not have formal or informal discussions with
our competitors on prices, markets or products,
or production or inventory levels.

- Manufacture and produce products according to
contract specifications.

- Market our products and services in an honest
and fairmanner.

- Do nat compromise our values to make a profit.

Business Resources

- Do not use inside information about the Treet
Group for personal profit. Do not give such
information to athers,

- Do not use Treet Group resources for personal
gain or any non-business purpose.

- Protect confidential and proprietary information.

- Do not use Treet Group's resources to send,
receive, access or save electronic information
that is sexually explicit, promotes hate, violence,
gambling, illegal drugs, or the illegal purchase or
use of weapons.

Employees - Do not make false or misleading entries into
the companies’ books or records (within Treet

- Noone should ask any employee to break the Group)

D
faw, or go against Treet Group policies and

values. We treat all employees equally and

{“r -D

arly. Communities

\Aea r ot | A et % " v
- Wedonot tolerate any form of harassment. - Follow all laws, regulations and Treet Group

s policies that apply ta vour k.
- Information and necessary facilities are provided Rolictes Chakapply. b yaur wark

to perform jobs in a safe manner - Do not entice or give money or anything of
value to government officials to influence their

-  Employees must not use bri —
E (6 & o M <
L

ng. or transfer illegal
drugs or weapans on Treet Grou

D's property

- We measure and assess our performance,
and are open and clear in our environmental
communications

- Employees should repart suspicious people and

activities

Business Partners

- When Treet Group's standards are higher than
what is required by local law, we meet the higher
standards

- void conflict of interest and identify situations
where they may occur

- Do notaccept or give gifts, favors, ar
entertainment if it will appear to obligate the
ner

son who recelves it

products-and

n |
r_D

- Useand supply only safe
services.

- Respect our competitors and do not use unfair
pusiness practices to hurt our competition.
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Corporate Social Responsibility

Treet Group

believes that a responsible attitude tow
and the environment can make a bLS n
competitive, more resilient to shocks, and more lixely
to attract and hold both consumers and the best

employees.

Treet Group

feels that social attitude is a significant part of its
risk management and reputati jrltrraha?v In a world
where brand value and reputation are incr

seen as a Treet Group's most valuablea s
responsible social attitude can build the In y and
trust that ensure a bright sustainable future

Fundamental to success for
Treet Group (and fo our vision
and corporate values) are based
on following premises:

Customers

Our future existence relies on understanding and

satisfying our customers’ present and future needs
Our goal Is to be 'prfwn-zed by our customers
high {:-_uaufw innovative and cost effective supplier,
and the td»:slrdhle '
r-i7f h ot as ares ult

a

11
1
n
e
T

=
£
1
oA
)

D

Our People

We value our tamily of employee
the success of aur Treet Group. V
N trusting relationship w _
encouraging their contributions and as alﬁhng=

| education. In all.dealir

long

in whom oL
have trust and

keep our sf lders .I

Products and Services

We are recognized at large Dy ot
services. We will endeavor to pro
advanced products and services tha .

guality and value, Continued innovation and
improvement are critical to our survival

Suppliers Planning

All short term
long term ¢
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Corporate Social Responsibility

I don't know where we should take
this company, but | do know that if]
Start with the right peaple, ask thern
the nght questions, and engage
them in vigorous debate we will fing
a way to make tiis company great
Jim Collins

communicated within our Treet
Group.

Quality Improvement

gistributior

Ne will encoura

VA

Environment

Health, Safety and
Environment Policy

Treet Group policy Is to;
Minimize its environmental
as Is economically and

oractically possible

/e raw material, water and
=rgy and avoid wastage (and
reprocess the waste to the

Die extent),

sure that all its present and
ure activities are conducted
y without endangering

health of its employees, its
ploy

evelop plans and procedures and
provide resources to successfully
implement the policy and for
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nvironmental, health z

Donations, charities, contributions
and other payments of a similar
nature;

Companies within Treet Group
are, subject to Board's
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Investment /Funding and Dividend Policies

Investment Policy

The Executive Committee of
the Directors is responsible
for seeking/evaluating and
recommending either;

= Portfolio Investments (i.e. in
Shares/ Securities etc. (Fresh
Issues ar Market Purchase) or
Financial claims); or

* Investmentin New Projects
(either equity based or loan
based); or

* Joint Ventures; or

* |nvestment in Intangibles
(Goodwill/ Trade Marks/
Patents etc))

Moreaver, Executive Committee
ensures that Proposed
Investments are set out in Treet
Group’s vision and Strategic
domain.

Funding Policy

It is Treet Group’s policy not only
to utilize funds efficiently but also
to seek funds from the cheapest
source(s),

Treet Group advertently evaluates,
from time to time, different
funding options for;

* Working Capital Requirements
(including import/export
financing)

= Medium Term Rollovers/
Capital Reguirements

* Long Term Praject Based
Reguirements

= These funding options may
include;

= Internally Generated Funds*

* Bank Borrowings (Short Term
as well as Long Term)

= Trade & Sundry Credits

=  DebtInstruments

(Commercial Papers/ Bonds/
TFCetc.) issued to Institutions
or Publicin general

= Subordinate- Debts

* Leasing (Operating as well as
Capital)

Equity Financing etc,

* This includes Intra-Treet Group
resource sharing. Corporate
strategy (by the parent company
Le. Treet Corporation Limited)

will seek to develop synergies by
sharing and coordinating staff and
other resources across business
units, investing financial resources
across business units, and using
business units to complement
other corporate business
activities.

Moreaver, the above funding
options may augment other
ancillary financial products (i.e.
derivatives like shares options
etc.).

Dividend Policy

The Companies in Treet Group

in general meeting may declare
dividends; but no dividend shall
exceed the amount recommended
by the directors; and

No dividend shall be declared

or paid by a company for any
financial year out of the profits
of the company made from

the sale or disposal of any
immovable property or assets

of a capital nature comprised in
the undertaking or any of the
undertaking of the company; and

* Nodividend shall be paid by a
company otherwise than out
of profits of the company; and

= The Board may approve and
pay to the Members such
interim dividends as appears
to be justified by the profits of
the Company; and

* The Board may, before
recommending any dividend,
set aside out of the profits
of the Company, such sums
as they think proper as a
reserve(s), which shall, at
the discretion of the Board,
be applicable for meeting
contingencies etc.; and

* (ompany's dividend decision
will be auxiliary to Company's
Financing Policy

Dividend Policy for First
Treet Manufacturing
Modaraba

Not less than 0% of the

net income in respect of the
Modaraba's business [non-
trading] activities, determined
after setting aside the mandatory
reserves as per Prudential
Regulations for Modaraba, is to be
distributed at least once in every
year to the certificate holders

in proportion to the number

of certificates held by them.
Distribution will be in the form of
cash dividend. No dividend shall
be paid otherwise than out of

the profits of the Modaraba for
the year or any other distributed
orofits,
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Quality Policy

Treet Corporation Limited

strives to meet the internation
standards. Top managemen
the Corporation is committed t
a policy of B T
employees are guali

sustained growth. Ine
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I
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Treet Group - An Introduction

—

(=]

of Companies

he following

Treet Corporation
Limited [TREET]

Global Econo Trade
(Private) Limited [GET]

3,

fu¥]

D

4]

First Treet
Manufacturing
Modaraba [FTMM]

TCL Labor-Hire Company
(Private) Limited [TLHC]

Providing Workforce to Group

ies under Service

Global Arts Limited [GAL]
(formerly Treet Services
Limited)

the status of the Company
to Public Limited Company
and thereafter has changed
e name of the Company to
al Arts Limited”. Objects
es are also changed
mate, establish, run

) aage and maintain,
educational institutions,
colleges of arts, research,
stiences, information
technology and business
administration; higher

level schoals, acarjem'cs
technical training center

and such Stllir(—dvual_ !al

ent of education
untry with national
. ..;tlul" | affiliations
to acquire the services

f professors, associate
i: ofessors, lecturers,
teachers, managements
skills and other professional

from within the country and



Governance

Consolidated

Financial Statements

Financial Statements

abroad as would be needed to

run and promote educational
institutions set up by the
Company subject however, to

the permission of competent
authority but not to operate
itself as a university and not
0 act as a degree awarding
institution;

'

6. Treet Power Limited
[TPL]

Companies within group are
strategic business units that
are semi-autonomous units

respansible for their own

budgeting, new product / market
decisions, and new venture
exploration and pricing, They are
treated as internal profit centers
by the corporate headquarter
I.e. Treet Corporation Limited,
the parent company. Each SBU

is respansible for developing its
Isiness strategies independently

ther businesses
mit '51’ be in tune

~t
hl
=)
—+ -
o T
B
m
]

0
rD

nt raﬂ"pnmﬂ Seﬂl-fS
to uj—we op synergies by sharing
uard nati r'g staff and ﬂthm

investing financia 'msml*r{hq
across business units, and using
business units to complement
other corporate business

activities.

'|here ore to summarize

of the Treet Group are

as iGIlO\--.-b

Manufacturing and selling
blades/disposable razors

2. I\/ar.d:t::m 1g and selling o

i
=
e
o
)
P

4. Manufacturing of soaps and

marketing thereaf;

5 sembling [and selling] of
Motorcycles

& Trading and Merchandising —

as a sole buyers, distributors,

LEGAL STRUCTURE OF GROUP COMPANIES

Subsidiaries

Shareholdings
Holding Companies

Treet Corporation  Global Econo Trade
Limited [Private) Limited

agents and / or otherwise

7. Advertising and sales
promotion media;

Labar-Hire Services

oo

9. Import House [under process]

Factories
Lahore Factory :

72-B, Kot Lakhpat, Industrial Area,
Lahore

Hyderabad Factory:

Hali Road, P.0.Box No. 308,
Hyderabad

Packaging Solutions:

a Tiba Rohi Nala, 22-KM,
zepur Road, Lahore

Kach
E{:r

Paper & Board Mill:

33-KM Lahore-Sheikhupura Road,

Sheikhupura
Import House/warehouse:

Kacha Tiba Rohi Nala, 22-KM,
Ferozepur Road, Lahore

Soap Factory:

80-KM, G.T Road,
Gujranwala.

Ghakkar Mandi,

Others / Future Expansion:

Land [12 Kanals] at Multan Road,

Lahore

M

o
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Financial Highlights

“Always deliver more than expected.” —Larry Page, Google co-founder

We are realizing the full benefits of investments made in growth of projects over the past several years that
enhBﬂCEGurCDW@EUUUE&GUaHiageS\NeareCOHUHUOUSN{NUEEﬁWHg[DDthCOHCEHtHCBﬂdEOﬂQOﬁKﬁHHﬂ
tgnﬂﬂgateourbu&nesshsk\MeTedﬂwngquNegrowth—capmanmngtrwewmrgngtrendsand|M&nnmg
multiple expansions that our assets are ideally suited for.

At the same time, we are mitigating our financial risk, which is unrelated to business outcome, without
sacrificing tax efficiencies that will ultimately translated into increased shareholders’ value.

“Diligence is the mother of good luck.” —Benjamin Franklin

The results

Record financial performance

Exciting visible growth
&> SalesTrend

20 N /052

2013
2012
2011
2010
2008
2008
2007
2006
2005

& Net Profit After Tax

: 7
2005 2006 2007 2008 2008 2010 2011 2012 2013 2014




" Business Review
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2010 2012 2013 2014
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Financial Highlights
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Financial Highlights
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Business Review

Key Operating Financial Data

Rs. in DOD 2013 2012 2011 2009

Sales 7062133 5953868 5715274 4605308 3574921 2830565 2012841 12688155 1268508 1223935
Export Sales 2007813 1409899 1791569 097533 885032 | 6B4EBE 449572 413219 362053 309788
Gross Profit 1426376 1336803 1417538 1021819 70808 S)0BEE 290816 ZShPR2 278222 438435
Profit before Taxation 246522 226047 489777 465330 281535 (10493 32360 102261 101201 287344
Profit after Taxation 234561 275040 A20535 352066 266341 (48763) 22957 88733 91726 218743
Shareholdars' Equity+ i ) - .

Revaiuation Surplus 4252576 2835227 2730197 2379063 2036603 1851453 1352119 1429131 1258803 1128438
Fixed Assets - Net JOBi461 7789404 2153046 2073552 ZTAB00L 1975012 1085561  B71003 678552 34748
Total Assets 7245375 5682351 5757710 5074379 4230548 3903884 2735425 2212719 2032245 1543520
Total Liabilities Zoozson  2BA4739 3027513 2695316 27193945 2052231 1383306 783785 773636 521082
Current Assets 3E7aALe. 3137068 3324703 2641681 1020089 1653505 1238574 958036 1044803 1091205
Current Liahilities 2060193 1716197 2948865 26101764 2132211 1974536 1366686 756760 743630 514832
Cash Dividend 0% 20% 20% 108 50% o} 5;3 20% 20% Fisi )
Stack Bividend 0% o o% oL 200% oL s 4 o ;3 o
SHares Qutstanding 51023164 41822350 41822250 41822250 A1E2250 LA82275 4182225 ANE2225 L8225 4782225

Important Hatios

1
ity

Gross Profit 2017% 22433 2480% 22791 T9E3L 1840%  1a45%y fgmer 2228% 3587
Profit befare Tax ERX-. B 380% 857% 1010% 763 -037% 1615 7563 BI0R 2348
Profit after Tax 335 361 736 7.65% 7.45% 172t ERTAY 589 7341 178
Return on Equity before Tax 580% 7971 17.96% 19563 1382% D5T% 23% 716% Houg  2546%
Return on Equity after Tax S52% 7581 1540% 1480% 13.08% -263% 1.70% 827% 7.25% 18381
Earning per Shares 4,90 437 10.06 842 637 (1166} 543 2122 2103 5230
Current Ratio 180 183 1343 104 fad=al 084 092 147 141 212
Break-up Value per Share 8335 67.78 65.28 5689 L870) 46270 32330 36172 3008k 26982
Total Liabilities to Equity 070 100 199 113 108 111 102 055 051 046

% Ehange

Sales 1861% L17%  2640% 2882 2630%  u062%  5627% 3163 2063 1B21%
Sxport Sales LZ43% 18T 1S4AW 2RO 2941 230 BEF  1473% 17.10%  4353%
Gross Profit 671% -5843 871% L4713 36.12% 7911% 13.66% -804  -3855% 1232%
Profit before Taxatien g0et  -5385% 528% £575% -27B307% -13245%  -6838% 105%  -B478% 187%
Profit after Taxation qOs% -4BET: 1947 3227% -BLBETEL -3T240% -TRA3R -326% 5807% 282%
Sharehalders' Equity + Revaluation ) . _

Surplus £299% 3H5% 14.76% 1682% 10.00% 36.93% -5.39% 1355% 11.54% S.10%
Fixad Assets - Net 3455% sS85 437  -3467% B76%  BO27%  2578% 28381 9530 -114%%
Total Assets 27513 -13h 13473 1895%. BIM L271% 236%% sgeL 2320 1078
Total Liabilities 517% -596% 12.32% 2285% 891% 48381 7563% 123% LBALTL 1661%
Current Assets 2360 5E82% 2586% 3758 16,05% 33531 2908% -830% £ 25% 18.40%
Current Liabilities 18028 -41B7% 12988 2242% 79%% 46643  77.93% 17T LLE3Y 2627
Dividend 0.00% 000t 10000% -B000E ~100.00% 000%  -7143%  -3000%

Shares Outstanding 22.00% 0.00% 0.00% 000%  S0000% 0.00% 0.00% 0.00% 0.00% 0.00%
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Our Products

Blade/Disposable Razors

SAGVTH g

Mreel

HERO

SAFETY RAZOR

EIAETH GE

SAFETY RAZOR
Pt A T
TWIN BLADE
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Because It 15 /s purpose to creale a customer,
any business enterprise has two —and only
these two — basic functions: imarkebing and
innovation. "~ Peter Drucker '

0aps

Corrugation

Bikes




"What do you need to start a
business? Three simple things: know
your product better than anyone.
Know your customer, and have a
burning desire to succeed.” —Dave
Thomas, Founder, Wendy's
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Chief Exec

SYED SHAHID AL|




Economic Outlook

Economic and non-economic policies affect us. Some of us are beneficiaries of them and some are affected
in adverse way. In this whelm, efficacy of palicies is gauged through indicaters and macroeconomic indicators
of Pakistan's economy like reserve level, exchange rate, private sector credit, large scale manufacturing (LSM),
inflation, stock market indices etc. moved in the right direction.
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Directors’ Report to the Shareholders

On a global front, Global economic growth prospects
remain weak as advance sconomies, particularly US
and Euro Zone, continue to experience slow growth
despite corrective measures. Largely reflecting
global growth trends, international commodity prices
are expected to remain subdued in the medium
term. Similarly, international oil price movements
are expected to stay within a narrow band. This

is because OPEC production remains comfortable
despite geo-political concerns in Irag and Syria.
Resultantly, global inflation outlook remains benign,
which bodes well for Pakistan’s economy in the
shape of stable international prices

While the importance of bringing political stability,
improving law and order conditions and creating
conducive business environment can hardly be
overemphasized, addressing energy shortages can
go a long way in reviving investment and sustaining
higher growth. It is these constraints which have
been affecting productivity and constraining
economy'’s ability to produce at its potential. Interest
rate, at the moment, does not appear to be the prime
factor affecting investment in the economy.

Operating and Financial Results

The management of your Company is well aware

[Rupeas in thousand)

Consclidated

of the posed challenges and is deploying a most
feasible marketing mix at trade and retail levels
and Is taking all possible measures to meet these
challenges. Moreover, your Company is continually
reviewing its business strategy to cope with the
threats and has been incessantly endeavoring not
only to tap alternative competitive sources of raw
material/inputs but also trying to optimize the
throughput.

Following is the summary of comparative
financial results*

*Mare fruitful comparison is between consolidated
results of this year with correspondinig period last
year due to following reasons:

- Global Ecano Trade (Private) Limited (GET} is
wholly owned subsidiary of your Company.

- Your Company and GET virtually hold 100%
certificates of FTMM.

- Intra- company sales within Treet Group
are Inter- Stock Transfer from Treet Group's
perspective.

- Like wise Intra- company services within Treet
Group are set-off in consolidation

Consalidated |

a5 51 (;} - 5 (1) aver (3) (2) over (4)
Sales [net of sales tax) 4,153,281 7062,133 3395447 5953865 22.18% 1861%
Gross Profit 1225869 1424316 1068887 1334803 14.65% E71%
Operating Profit ] 252115 301,702 241997 250542 418% 3844,
Profit/[Loss) before taxation 195,031 246522 216338 226047 G854 906%
Provision for taxation 20,601 (11.961) 3227 111.007) 53258% 867%
Profit /|Loss) after taxation 2158632 234561 219539 215040 -1.768% 908t
EPS {in Rupees) 451 490 503 | 492

Sales performance showed excellent growth in the export market and maintained its foothold in the local
market:

riod (Cansolidated)

E

% Change over Corresponding P

[ | 2013-2014 2012-2013
Local Sales 555% 1236 18568 L4 13.28% 61% 5%
Export Sales 35551 0.00% 0.00% | ©coo% 35.95% 39% 35%
Total Sales J0.54% 1294% 1856% | LLSL 18:43% for Blade & Soap Operations

Although operating profits showed improvement but % increase is less than increase in sales volumes,

Factors having -ve Impact on Operating Profit; production, increased manpower and costs

related to various insurance schemes;

- Increase of material cost related to petro-
chemical products; - Increase in power tariffs and in-house power

_ generations;
- Increased charges on account of salaries and

wages due to general inflation, increased




Business Review

Consolidated
Financial Statements

Financial Statements

Segment-wise Results:

Rs. in ‘0007
Sales Net

nter-group Purchase

Gross Profit

Blade/disposable business
posted excellent growth in
export markets. Local sales
also showed good growth

Raw material cost in

terms of dollar, excluding
petrochemical products,
remains static during the year
due to yearly contracts with
the suppliers

However, energy costs [rates
and costly in-house power
generations due to power
shartage], inflationary impact
on salaries & wages were the
negative factors during the
period.

Blade/Disposable Razors
2013-2014
4,153,281

(5,069)
1,230,980

I~

)
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Soaps
Rs. in ‘000" _ 2013-2014 2012-2013 % Change
Sales Net 811,300 718363 12.94%
Inter-group Sales I 74 = -
Inter-group Purchase . (8631) | (11,318} . -23.76%
Gross Profit 27,924 I 81514 -65.74%

Soap sales volumes are
recovered this year (last

year it was declined due

to clearance of stocks at
distributor/retail levels). New
brand is being launched.
Tallow prices remained on
higher side and pass through
effect was limited due to stiff
competition during the year.
Fuel cost was another area of
concern, bio-mass based fuel
costs skyrocketing and power
tariff for industry are also
climbing up. However, tallow
prices (and palm ail prices) are
easing down after June 2014,
margins will be improved in
the coming months
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Corrugation
Rs. in 000" 2013-2014 2012-2013 % Change
SalesNet = - 1620760 | 1311748 | 2356%
Inter-group Sales 68095 | 69748 T
Inter-group Purchase | (@23932) | (3BL42) | 1967%
Gross Profit - 178,501 152812 : 1681%

Sales volumes showed
excellent growth despite of
tough market situations and
unavailability of power.

Pass through impact in the
short run is limited but in the
long run, your Company will
able to increase the prices
and will maintain its margins

A

one stOp

SOLUTION

to all your

Packaging needs.

May it be 3 ply /5 ply high-impact
corrugated cartons
or 4 color printing requirements.
You name it and we will do it for you.

Yes We Can!

PACKAGING | Factary. Kocha Tiba Rohi Nala, 22 KM Ferozpur Road, Lahore.
so LUT‘ONS || Soles Tel +92{42) 35830881,35156567, 35122296

§ & Frojest Uedes PTMM]




LB Treet Corporation Limited Annua

Directors’ Report to the Shareholders

Paper & Board

Rs. in 000" 2013-2014 2012-2013 %Change
Sales Net 108106 | 145729 -25.82%
423932 | 3/LL2 | 1961%
(54,469) | (54053) | 0.77%

6827 13362 -48.91%

Paper & Board Mill maintained its volumes despite of
acute power outages. Consistent power outages and
skyrocketing prices of bio-mass (for fuel) are the real
chalienges to this sector. If fuel charges are adjusted
upward would further add difficulties to this Sectors
{since It is power intensive). Management of your
Company has decided to dispose-off this business
segment

Motor Cycle Project
Rs. in ‘000" 2013-2014 2012-2013 “WChange
Sales Net | 368706 352893 L. LS%
Gross Profit (19916) | 6191 | -41387%

Sales from Motor Cycle segment although showed
volume growth but margins are very thin; moreover,
sales and marketing strategy is being revamped to
avoid further losses and new models will be added in
due course of time.




Accrual of Profit on Participation Term Certificates (TCLTC) based on the full year consolidated
results:

The following accrual of profit is being made on TCLTC on the basis of yearly results:

Pay-OFF MATRIX : Calculation of Category "B" Payment

179,500,000

= NIL
179,500,001 250000000 | 72% of amount exceeding Rs. 179,500000.00
250,000,001 350000000 | Rs.50,760,000.00 and 25% of amount exceeding Rs. 250,000,000.00
350,000,001 450,000,000 Rs.75,760,000.00 and 20% of amount exceeding Rs. 350,000,000.00
450,000001 550,000,000 Rs.95,760,000.00 and 15% of amount exceeding Rs. 450,000,000.00
550,000,001 650000000 | Rs.110,760000.00 and 10% amount exceeding Rs. 550,000,000.00
650,000,001 andabove | Rs,120,760,000.00 and 5% of amount exeedind Rs. 650,000000.00

. Rsino
Consolidate Profit* 545,500

*Profit means Consolidate Profit before Tax, WPPF/ WWF and financial Charges on accountt of any payment or accrual made for TCLTCs.

Categary "B* Paymerit [Additional Profit in Cash) 110,086 263
Minimum Profit Payment in Cash 173164 4.4
Financial Charges i.e. Total Profit in Cash 283,230 6.77
Pay-OFF MATRIX (PERTCLTC): Based on Profit for the full Year
(1) (2) (3)=(1)+2) () (5)=(2)+(4) (6)=(1)+15)
015 414 4.29 ] 263 ] 6.77 692 |

Payment will be made on following dates:

Respective Date(s) of Entitlements and Date(s) of Payment under Category A" and Category "B" Payment for
the first year* will be as follows:

2014 1'-10-201& 17-10-2014 09-10-2014 2014 02-11-2014

*[as mentioned in the Prospectus of Participation Term Certificate (TCLTC) and extract fram it [pertaining to 2nd year] is reproduced here]

Apart from the “Total Payment in Cash”, TCLTC holders [who are entitled on October 09, 2014] will also get
Ordinary Shares of the Company on the following basis:

Principal Redemption Through Conversion

The conversion price per share is for information/accounting/taxation purpose. No
- Conversior r further amount will be paid by the TCLTC holders. This is the opportunity cost of the
414 0.07] 5914 principal value of TCLTC forgone to get One additional Ordinary Share of the Company.

Example: Thus holder of 1,000 TCLTCs will get 70 Ordinary Shares of the Company on or before November 02, 2014 vis-a-
vis principal value of Rs. 4,140/~ forgone.

TCLTCs were offered to existing shareholders of the Company. Company’s financial strategy was not only to mitigate the
financial risk by reducing its borrowings but also to ensure healthy returns to its shareholders (in the form of Dividend
plus Category "A" and Category “B” Payments).

47
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Directors’ Report to the Shareholders

Financial Plans:
1. RightIssue

Your Company has raised funds through a rights
issue (15% i.e, 15 shares against 100 shares) at a
premium of Rs. 70 per share i.e right to be offered
at Rs. 80.00 per share, Objective of the tight issue
was to raise funds for capital expansion (Lahore &
Hyderabad Factories- Blade/Razor Segment) and to
meet working capital requirements.

2. Conversion against TCLTC

Your Company has issued 2,927,557 ordinary shares
of the Company against principal redemption
through conversion under Category “A" payment of
TELTC

Thus, total no. of shares issued during the period is
as follows:

No of Shares issyed
Nominal Value of Shares { Rs, In 000) 29776 52733 92,005
Shares Premium | Bs. In 000} 143868 438134 SH3002

‘ 173_*.-m,| 501857

3. Prospective Issue of Bond

Issuance of Treet Perpetual Bond* ("Bond”) of Rs,
510.231 million @ Rs. 40.00 per Bond subject to
the approval of shareholders, Stock Exchanges and
Securities and Exchange Commission of Pakistan
(SECP). Fallowing are the main features** of the
Issue;

a.  Bond will be offered to the existing shareholders
by way of right i.e. through renounceable offer
letter (ROL) and ROL will be trade-able at all
three stock exchanges;

b. Bond will be issued in perpetuity and will be
listed on all three stock exchanges;

¢. Bond will be convertible into ordinary shares [at
the ratio of One Bond to One Ordinary Share of
the Company] at the option of the Bondholders:

d. Bond will be convertible into cash after every
three years at the option of the Bond holder;

e. Bond will carry voting right equal to one-tenth of
ordinary share of the Company;

f.  Profit Payment in Cash per Bond will be an
amount being the higher of the following:

- One Year KIBOR minus 5%, subject to a floor of 6
%, multiplied by the face value of one Bond :or

- (Cashdividend (interim plus final) paid by the

Company per Ordinary share during the relevant
financial vear; or

- 10% of the consolidated profit of the relevant
financial year (divided by no. of Bonds
outstanding);

g The Company will have na call option to redeem
the Bond in Cash or to convert the Bond into
Ordinary Shares of the Company:

“Name of "Perpetual Participation Term Certificate (PPTCY"

15 changed to Treet Perpetual Band on the advice of SECP.

**Features can be changed till final approval from SECP.

The overall objective is to =

- Increase the production capacities of Lahore/
Hyderabad Plants;

- tapthe unmet (and increasing) demands of the
market. Targeted customers includes both from
local and export markets;

- diversify intonew products and markets;

- meet working capital requirements;

- pay-off its borrowings including export refinance;

1 Rs Wit S

Un-Appropriated Profit b/f 1,115,586 982554
Realizaton of : Revaluation

Surplus (NET)/ Gain on Disposal of 5154 5154
Investment

Effect of retrospective application

of change in accounting paficy/

Re-measurement of employee T caa)
retirement benefits - net of tax

Profit during the period 215631 218539
Dividend Distributed (83,644) (83,644)
Un-Appropriated Profit ¢/f 1,227,609 1115586
Dividend Declared (Final) 102,046 | 83644

Production

This year illustrated an increase of 11.6% in the
production of razor/blades over the last yvear as
follows:

Plant Capacity & Production:

Hyderabad

1165

Lahare ‘

1001
1573

1755
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Business Review

Dividend

The Directors of your company have recommended a
cash dividend of Rs, 2 per share i.e. @ 20%

Code of Corporate Governance

The requirements of the Code of Corporate
Governance, as introduced by the Securities and
Exchange Commission of Pakistan (and set out by
the Karachi, Lahore and |slamabad Stock Exchanges
in their Listing Rules), have been duly complied
with. A statement to this effect is annexed with the
report.

Compliance with Code of Corporate
Governance

In compliance with the Code, the Board of Directors
of your Company states that:

- Thefinancial statements, prepared by the
management of your company, fairly present its
state of affairs, the result of its aperations, cash
flows and changes in equity.

- Proper books of account have been maintained

by your cormpany

- Appropriate accounting policies are consistently
applied by your Company in the preparation of
financial statements, and accounting estimates
are based on reasonable and prudent judgment.

- International Accounting Standards, as
applicable in Pakistan, have been followed in
the preparation of these financial statements
and any departure there from, if any, has been
adequately disclosed

- Thesystem of Internal Cantral, being
implemented in your Company is sound and has
been effectively persisted throughout the year,

- Keeping in view the financial position of your
Company, we do not have any significant doubt
upen its continuance as a going concern

- There also has not been any material departure
from the best practices of corporate governance
as detailed in the listing regulations, during the
year under review

Employee Benefit Funds

L

Values of investments (in Rs. Million) of employee
retirement funds as per their respective audited
accounts for the year ended on June 30, 2014 are as
follows:

Consolidated

Financial Statements Financial Statements

Provident Fund

Audit Committee

The Board of Directars of the Campany has
established an Audit Committee comprising of four
members, in compliance with the Revised Code of
Corporate Governance 2013 (CCG). Whom three
are Non-Executive Directors including Chairman
of the Committee. During the year June 30, 2014,
the Committee met four times. The Meetings of
the Audit Committee were held at least once every
quarter prur to the approval of the interim and final
the Company as reguired by CCG. The
attendance of the Board Members was as follows:-

FE‘SuItS of

,
1
=

]
Lid

=
£

L

Chief Financial Officer, Secretary of Audit Committee
and Head of Internal Audit also attended all the
meetings during the year under review. The
Committee also met the External Auditors separately
in the absence of Chief Financial Officer and Head

of Internal Audit to get their feedback on the

overall control and Governance structure within the
Company

Terms of reference of Audit Committee

The Committee reviews the periodic financial
statements and examines the adeguacy of financial
policies and practices to ensure that an efficient and
strang system of internal control is in place. The
Caommittee also reviews the audit reports 1ssued

by the Internal Audit Department and compliance
status of audit observations.



50  Treet Corporation Limited

Directors’ Report to the Shareholders

The Audit Committee is also responsible for
recommending ta the Board of Directors the
appointment of external auditors by the Company's
shareholders and considers any question of
resignation or removal of mxtcrr\al auj tors, audit
fees and provision of any service to the Company
by its external auditors in addition to -he udit of its
financial statements.

r

The Terms of Reference of the Audit Committee
are consistent with those stated in the Code of
Corporate Governance and broadly include the
following:

() Review of theinterim and annual financial

statements of the Company prior to approval by

the Board of Directors.

(i) Discussions with the external auditars of major
observations arising from interim and final
audits; review of management letter issued
by the external auditors and management's
response thereto.

(i) Review of scope and extent of internal audit
ensuring that the internal audit function has
adequate resources and is appropriately placed
within the Company.

(iv) Ascertain adequacy and effectiver
nternal control system incl Judi ng financ
operational controis, accounting system a“.d
reporting structure.

(v) Determination of complian
statutory requirements an
compliance with the best p
gavernance

(vi) Institute special projects, value for money
studies or other invest |gahr ns on any matters

by the Board of Directors

(vii) Review of management letter issued by the
External Auditors and Management response
thereto

Report of the Audit Committee

ice with relevant
'd monitoring
actices of corporate

specified b

The Committee performs its functions in accordance

with the terms of reference as approved by the
Board and reviewed the fallowing key items during
the current financial year,

Financial Reporting:

The Committee reviewed, discussed and
recommended for Board approval, the draft |
and Annual Results of the Co
discussed with the CFO, HIA and External Auditors
of the Company on significant accounting palicies,
estimates and judgments applied in preparing the
financial m-‘orﬁatrc”

S

nterim

mpany. The Committee

Review of Compliance with the Code of
Corporate Governance (CCG):

The committee places great importance on
ensuring compliance with the best practices of
the Code of Corporate Governance. In this respect,
the Committee annually reviews the Company's
Compliance with the CCG,

Appointment of External Auditors:

As per the requirements of the CCG and term of
reference of the Audit Committee, the Committee
recommmended the appointment and remuneration
of External Auditors to the Board for their approval.

Review of Management Letter issued by the
External Auditors:

The Committee also reviews the Management Letter
issued by the External Auditors’ wherein control
weaknesses are highlighted. Compliance status of
previously highlighted observations by the External
Auditors is reviewed and corrective measures

are discussed to improve the overall control
gnvironment

Internal Audit
In compliance with the Code, the Board of Directors

of your Company has also DS‘ati shed an Internal
Audit Function to monitor and review the adequacy

and implementation of Internal Control at each level
of your Company

Transfer Pricing

It is the company's policy to ensure that all
transactions entered with related parties must be at



Business Review

Consolidated

Financial Statements Financial Statements 21

arm’s length. In exceptional circumstances, however,
company may enter into transactions, other than
arm’s length transaction, but company should,
subject to approval of Board of Directors and Audit
Committee, justify (and duly jot down & present in
the financial statements) its rationale and financial
impact of the departure from the arm's length
transaction.

Risk Management Policy

The Board plays a key role in risk management
principally through the Risk Management
Committee. Programs have been established

to consider and manage operational, strategic,
technological, scientific, reputation, environmental
health and safety and other risks to the Company's
businesses. These are reviewed with the committees
on a regular basis.

All operational units incorporate Risk Management
into their planning process:

To minimize risk within the Company

To ensure Risk Management Is incorporated
into the corporate governance systems and
management structure of the Company

To ensure that significant Risks within the
Company are identified and appropriate
strategies are Iin place to manage them.

To develop effective and efficient Risk
Management procedures

Strategic Planning

It is company's mainstay policy to position itself
strategically in order to achieve its vision of being
recognized as a world-class manufacturer of top
quality products and to deliver value to its consumer;
and

1. Toensure that decisions about strategic
positioning are made within the context of a
comprehensive and shared understanding of the

External/Internal environment

To identify and consider opportunities for the
Company to consolidate and strengthen its
position.

To establish productive and mutually-beneficial
partnerships to develop a sustainable
competitive advantage.

To ensure that the Company has strong

and effectively aligned planning and budget
processes, incorporating review and continuous
improvement mechanisms.

Human Resources

The company is committed to equal opportunity
employment. It accepts the obligation as a member
of the community-at-large and as an employer

to exercise an active and positive program of
non-discrimination in all areas of employment.
Employment decisions are made by providing equal
apportunity and access on the basis of qualification
and merits.

Moreover, the company shall ensure that fair,
consistent, effective and efficient recruitment and
selection practices exist in hiring the most suitable
candidates

\We consider our employees to be our most valuable
asset and to get their commitment and efforts, your
Company firmly believes in providing them conducive
environment and making them feel a sense of
security.

Currently Company is providing various insurance
plans/schemes for its employees to financially
secure them and/or their family in the event of any
mishap and also runs various retirement benefit
funds.

We divide our total payroll costs into five
segments:

Monthly Salary to cover day to day expenses;

Annual bonuses/and incentives that covers
durables and to plan vacations [and these
bonuses/incentives are variable part of salary
that is linked with the Company’s performance
so if Company performs well so do the
employees];
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3. Hospitalization coverage for self, immediate
family and dependant parents;

4. Retirement Funds so that reasonable
accumulation of wealth [professionally managed
by the Company itself] at the time of retirements
and that includes;

a. Defined Contribution Plans

i.  Provident Fund

ii. Service Fund

iii. Benevolent Fund

iv. Superannuation Fund
v. Housing Fund

b. Defined Benefit Plans

i. Gratuity Fund
il. Superannuation Fund

5. Insurance / Assurance Schemes that covers
contingencies/mishaps and includes;

a  Group Life Insurance

b. Insurance Coverage that is linked to no. of Years
Served x Last Salary drawn

€. Insurance Coverage thatis linked to no. of Years
Remaining in the Service x Last Safary drawn

d. Provident Fund Multiple Insurance

e. Pay Continuation Plan that insures pay
continuation for 15 years with Inflation Indexing

f.  Unit Plans Assurance Schemes linked to
Benevolent Fund

Owning a home is a keystone of wealth - both
financial affluence and emotional security. Company
has also initiated scheme to provide shelters (house
or land) under Housing Fund. Initially it is limited

to management employees [who opt for it] and
gradually it will be broadening to other cadres of
employees as well.

Human Resource and Remuneration Committee is
formed during the last year. The following are the
member of the Committee:

Syed Sheharyar Ali Chairman

Mr. Munir Karim Bana Member

Mr. Imran Azim Member

Mr. Muhammad Shafigue Anjumn Member %
Mr. Amir Zia Member

Mr. Jehangir Bashir Member -
;.- Rana Shakes| Shaukat Secretary

Terms of Reference of the Human Resource
& Remuneration Committee:

The Committee shall be responsible for making
recommendations to the Board for maintaining;

.. Asound plan of organization for the company.

ii. An effective employees’ development
programme,

lil. Sound compensation and benefits plans, policies
and practices designed to attract and retain
the caliber of personnel needed to manage the
business effectively.

Iv. Evaluate and recommend for approval of
changes in the organization, functions and
relationships affecting management positions
equivalent in importance to those on the
management position schedule.

v. Determine appropriate limits of authority and
approval procedures for personnel matters
requiring decisions at different levels of
management

vi. Review the employees’ development system to
ensure that it:

a. Foresees the company's senior
management requirements.

b. Provides for early identification and
development of key personnel.

. Brings forward specific succession plans for
Senior management positions.

d. Training and development plans
vii. Compensation and Benefits:

a. recommending human resource
management policies to the board;

b. recommending to the board the selection,
evaluation, compensation (including
retirement benefits) and succession
planning of the CEQ;

c. recommending to the Board the selection,
evaluation, compensation (including
retirement benefits) of COO, CFO, Company
Secretary and Head of Internal Audit; and
senior management reporting to CEQ.

Remuneration of Chief Executive Officer:

In accordance with the provisions of Section 218

of the Companies Ordinance, 1984, the Board has
recommended the revised remuneration of CEO to
the Shareholders for their approval. Thereafter it was
approved by the shareholders in their Extraordinary
General Meeting held on June 30, 2014,
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Meetings of the Board of Directors

During the year, the Board of Directors of your
cornpany has met Six times and the attendance at
each of these meetings is as follows:-
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Election of Directors

The tenure of present directors was ended on June
30, 2014 and accordingly election was held on June
30, 2014 to elect eight directors of the Company for
next term of three years commencing from July 01,
2014, The retiring directors being eligible filed their
intentions to contest the Election and following
persons were elected directors for next term of three
years:-

1. Sy Shahid Al Z Dr. Mrs. Nilgufer | 2 Mr. Saulat Sad & Syed Sheharyar
Mahdi Al

5 Mr. lalees & Mr Murir Karm | 7 Medmrzn Azim | 8 Mr Muhammad

Ahrned Siddigi Bana Shafigue Anjum

The Board of directors in their meeting held on July
09, 2014 has elected Dr. Mrs, Niloufer Mahdi as
Chairperson and Syed Shahid Ali as a Chief Executive
Officer of the Company

Pattern of Shareholding

The pattern of shareholding of your Company as
on June 30, 2014 is annexed with this report. This
statement is in-accordance with the amendments
made through the Code,

Share Trading

All trades in the shares of the Company, carried out
by its directors, CEO, CFO, Company Secretary, their
spouses and minor children is also disclosed in Form
34 annexed with this report.

Auditors

The Audit Committee of your company has
recommended that, the present auditors, M/s KPMG
Taseer Hadi & Company Chartered Accountants due
to retire and being eligible, are offering themselves
for reappointment, may be appointed as auditors of
your Company foranother term.

Future Outlook

There has been noticeable improvermnent in most
macroeconemic indicators of the economy in FY 14,
Led by external sector, both monetary and fiscal
sectors showed visible progress. Economic activity
continued an upward trajectory as indicated by
increase in production (GDP), growth in LSM and
rise in private sector credit. Inflation, despite some
volatility, remained in single digit. These are all
welcome signs requiring continuity in policy stance
and vigilance regarding potential risks. However,
continuous decline in the investment to GDP ratio
has increased the likelihood of a decline in the
productive capacity in the economy well. In this
backdrop, the decline in both measures of core
inflation, non-food non-energy (NFNE) and 20%
trimmed; indicate moderate aggregate demand in
the economy, at the moment.

However, as demand picks up, the production
constraints existing in the economy might become
binding which could lead to inflationary pressures in
the medium term.

[Source: Monetary Policy Statement, July 2014 of
State Bank of Pakistan]

A comprehensive growth/ diversification strategy IS
being evolved, to increase productivity, efficiency, and
competitiveness of the Company, and to explore new
areas based on concentric as well as conglomerate
diversification to ensure high growth rates that are
both sustainable as well as more profitable.
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Blades:

Despite global economic slowdown, blade segment
has shown tremendous growth in the international
market due to appropriate strategy to capture the
opportunities and counter the ensuing threats.
Local market is also maintaining its foothold despite
smuggled blades from India and Egypt. Exchange
rate will pay an important role in determining
intensity of competition. It is expected that Egyptian
Pound and Indian Rupee are expected to appreciate
vis-a-vis Pak Rupee. This will help us in the local
market

Continuous BMR is under way to enhance the
production capacities and to add new products that
will help to explare the new markets.

Soaps:

Prices of tallow and palm oil are calming down
and accordingly it is expected that margins will be
improved in this segment.

Moreover, efforts are being made to introduce
vegetable soaps (palm oil based) to introduce not
only new brand but also to take advantage of palm
oil prices.

This will help to increase the operating margins of
this segment

Corrugated Packaging:

Despite challenging security/ political conditions and
energy shortages, the real GDP grew by 4.1 percent
in FY14. Encouragingly, this relatively higher growth
was led by recovery in the industrial sector, thanks
to better performance of Large Scale Manufacturing
(LSM). This trend is likely to continue in FY15
Moreover, if recent oil prices prevail, power rates are
unlikely to be increased. Moreover, transportation
bills will not show increase due ta ail price hike. Thus,
It Is expected pass through impact which was limited
in the short run, your Modaraba will able to increase
the prices and will maintain its margins in the long
run.

Paper & Board:

Consistent power outages and skyrocketing prices
of bio-mass (for fuel) are the real challenges to this
sector. Management of your Company has decided
to dispose-off “Paper & Board Plant” in Sheikhupra.
Agreement to sell has already been signed with
the prospective buyer for total consideration of Rs.
162.00 million (that includes land, building, plant &

machinery, equipments etc. at related to Paper &
Board Mill Sheikhupura) and deal will be closed by
the end of October 2014.

Motor Bike:

Consumer durables continued to struggle with
import competition as production of automaobiles
and electronics declined.

Sales and Marketing strategy is altogether revamped
to meet the challenges and avoid further bad debts.
Pakistani market for motor bikes is humongous
particularly due to consecutive good crops and
resultant creation of wealth in the suburb areas.
New models will be added to cater the market
reguirement.

Road Map Ahead:

Your Company is seeking the feasibilities of the
following avenues to harness its plans of concentric
and conglomerate diversification;

- Captive Power Project up to 25MW plants:

- Educational projects under Global Arts Limited
(GAL) to promote, establish, run manage and
maintain, educational institutions, colleges of
arts, research, sciences, information technology

and business administration; higher level
schaools, academics, technical training centers
and such other educational institutions as may
be considered appropriate for the promotion and
advancement of education in the country with
national and international affiliations but not to
operate itself as a university and not to actas a
degree awarding institution;

- Paper & Board Plant having capacity of 200~400
tons per day;
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Statement of Compliance with the Best Practices
Code of Corporate Governance

For the Year Ended June 30, 2014

This statement is being presented to comply with the
Code of Corporate Governance contained in Regulation

No. 35 of listing regulations of Karachi Stock Exchange
Lirmited, Lahore Stock Exchange Limited and Islamabad
Stock pxchﬂrgetimted for the purpose of E‘StaDhC.“.mBa
5 managed In compliance nr-th t‘we best pract.t_e: of corpo—
rate governance

The Campany has applied the principles contained in the
CCG in the following manner

1. TheCompany enc
ecutive directors and directors representing minority
interests on its board of directors. As at 30 June 2014
the Board comprising of the following:

ourages representation of non ex-

tive Directar

Syed Shahid Ali

Syed Sheharyar Ali
Muhammad Shafique Anjum

Exer

Nen-Executive 3
Or. Mrs. I\Jurp_re’Mar“

Mr. Imran Azim

Mr. Munir Karim Bana

Mr. 5aulat Said

Mr. Khurram Raza Bakhtayar

il

P

Ll

The election of directors was held on 30 June 2014,
and the new term begins on 01 July 20714 However,
the new Board does not include an independent direc-
for

The directors have confirmed that none of them

IS serving as a director on maore than seven listed
companies, including this Company (excluding the
listed subsidiaries of listed holding companies where
applicable)

All the resident directors of the Company are regis-
tered as taxpayers and none of them has defaulted in
payment of any loan to a ban k-ng Company, a DFl or
an NBFl ar, being a member of a stock exchange, has
been declared as a defaulter by that stock exchange
Nao casual vacancy occurred during the year.

The Company has prepared a "Code of Conduct” and
has ensured that appropriate steps have been taken
to disserninate It throughout the Company along with
its supporting policies and procedures

egy and S| gmr.Lant pahues of
plete record of particulars of
ignificant poilceef' along with the dates on which they
were approved or amended has been maintained.
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10.

iy

1

13,

T

15.

16.

All the powers of the board have been duly exercised
and decisions on material transactions, including
appointment and determination of remuneration and
terms and conditions of employment of the CEQ, oth-

er executive and non-executive directars, have been

taken by the board/shareholders.

The meetings of the board were presided over by the
Chairman and, in his absence, by a director elected by
the board for this purpose and the board met at least
once inevery quarter. Written notices of the board
meetings, along with agenda and working papers,
were circulated at least seven days befere the meet-
ings. The minutes of the meetings were appropriately
recorded and circulated.

During the year under review one Director attended
the Corporate Governance Leadership Skills (CGLS)
Program of the Pakistan Institute of Corporate Gover-
nance (PICG) and obtained the required Certificate. Six
Directors out of eight meets the criteria of exemptian
under the clause {xi} of the Code and are accordingly
exempted from the Directors' Training Program. '

The Board has aporoved appointment of Company
Secretary during the year under review including their
remuneration and terms and conditions of employ-
ment. However, no appointment of CFO and Head of
Internal Audit has been made during the year

The directors’ report for this year has been prepared in
compliance with the requirements of the CCG and fully
describes the salient matters required to be disclosed.

The financial statements of the Company were duly
endorsed by CEQ and CFO before approval of the
board.

The directors, CEQ and executives do not hold any
interest in the shares of the Company other than that
disclosed in the pattern of shareholding

The Company has complied with all the carporate and
financial reporting requirermnents of the CCG.

The hoard has formed an Audit Committee. Three out
of four members of Audit Committee are non-Execu-
tive Director including Chairman of Audit Committee

The meetings of the audit committee were held at
least once every quarter prior to approval of interim
and final results of the Company and as required by
the CCG. The terms of reference of the committee

T

18.

18.

20.

21.

22.

23

have been formed and advised to the committee for
compliance.

The board has formed an HR and Remuneration Com-
mittee. It comprises five members, of whom - two

are nan-executive directors including Chairman of the
Committes.

The board has set up an effective internal audit func-
tion,

The statutory auditors of the Company have con-
firmed that they have been given a satisfactory rating
under the quality control review program of the ICAP,
that they or any of the partners of the firm, their
spauses and minar children do not hold shares of the
Company and that the firm and all its partners are in
compliance with International Federationof Accoun-
tants (IFAC) guidelines on code of ethics as adopted by
the ICAP.

The statutory auditors or the persons assotiated
with them have nat been appointed to provide other
services except in accordance with the listing regula-
tions and the auditors have canfirmed that thay have
observed IFAC guidelines in this regard.

The 'closed period’, prior to the announcement of
interim/final results, and business decisions, which
may materially affect the market price of Company's
securities, was determined and intimated to directors,
employees and stock exchanges

Material/ price sensitive information has been dis-
seminated among all market participants at once
through stock exchanges.

We confirm that all other material principles en-
shrined in the CCG have been complied with except for:
a. As per the requiremnent of clause v (e} of the Code
of Corporate Governance, the Board had to putin
place a mechanism forits own evaluation.

=

(SYED SHAHID ALI)
Chief Executive Officer

57



58  Treet Corporation Limited Annuat

vt and Accounts 2014

Notice of Annual General Meeting

Ordinary Business:

Al

2.

To confirm the Minutes of the last Extraordinary General Meeting held on June 30, 2014.

To receive, consider and adopt the Annual Audited Accounts of the Company for the Year Ended June 30,
2014 together with the report to the shareholders and Auditors Report thereon.

To approve Final Cash Dividend of Rs. 2.00/- per share i.e. 20% for the Year Ended June 30, 2014 as
recommended by the Board of Directors.

To appoint External Auditors of the Company for the year ending June 30, 2015 and to fix their
remuneration. The retiring Auditors M/S. KPMG Taseer Hadi & Co., Chartered Accountants being eligible
offer themselves for re-appointment.

Special Business:

5.

To consider and if thought fit to approve the Employees Share Option Plan (ESOP) and to raise further
share capital of the Company by the issue and allotment of further shares of the Company in terms
thereof and for this purpose, to pass the following resolution as a Special Resolution, with or without
modifications:

RESOLVED THAT, subject to the approval and sanction of the Securities & Exchange Commission of
Pakistan (SECP), the Employees Share Option Plan (ESOP) of the Company under the Public Companies
(Employee Share Option Pian) Rules, 2001, considered by this meeting, and initialed by the Chairman of
the meeting for the purposes of identification, be and is hereby approved, adopted and agreed.

RESOLVED FURTHER THAT, subject to the ESOP being approved and sanctions of the SECP, the
Company be and is hereby autherised, pursuant to second proviso to Section 86 (1) of the Companies
Ordinance, 1984, to raise further capital in terms of the ESOP and to reserve, allot and issue further
shares of the Company up to a maximum of three percent (3%) in a single year and up to fifteen percent
(15%) in all years of the total issued share capital of the Company in terms of the ESOP to the eligible
employees under the ESOP without offering such shares to the existing shareholders.

RESOLVED FURTHER that any two of Syed Shahid Ali, Chief Executive Officer, Mr, Amir Zia, Chief

Financial Officer and Rana Shakeel Shaukat Company Secretary of the Company be and are hereby jointly
(either two of them) authorized to make such madifications to the ESOP as may be directed by the
Securities and Exchange Commission of Pakistan or as may otherwise be considered expedient and such
modifications (if any) shall be deemed to have been approved by the shareholders.

RESOLVED FURTHER that any two of Syed Shahid Ali, Chief Executive Officer, Mr. Amir Zia, Chief Financial
Officer and Rana Shakeel Shaukat Company Secretary of the Company be and are hereby jointly (either
two of them) authorized to do all such acts, deeds, matters and things, as may be deemed necessary,
proper or expedient for the purpose of giving effect to the aforementioned Resolutions and for matters
connected therewith or incidental thereto, and to take all necessary steps as required under law or
otherwise and to sign and execute any petitions, applications, documents, letters of authorities etc. for
and on behalf of the Company in relation to the foregoing and to further sub-delegate any or all of his



powers hereunder.

RESOLVED FURTHER that once necessary approvals under applicable laws are taken Ordinary Shares
of the can be issued ta the Entitled Employees of the Company as per the ESOP,which shares shall rank
pari passu with the existing Ordinary Share of the Company in all respects including dividends, bonus
Shares, voting rights and / or any corporate benefit, if declared by the Company out of the profit for the
ensuing years.

6. To transact any other business with the permission of the Chair.

By Order of the Board

Lahore: September 29, 2014 (Rana Shakeel Shaukat)

Company Secretary

Notes:

a. Theshare transfer Books of the Company will remain closed from October 24, 2014 to October 31, 2014
(bath days inclusive). No transfer will be accepted for registration during this period. Transfers received
in order at the Registered Office of the company by the close of business on October 23, 2014 will be
considered in time for the purpose of entitlement.

b. Any member of the Company entitled to attend and vote may appoint his/her proxy to attend and vote
instead of him/her. Proxies must be received at the Registered Office of the Company not less than 48
hours before the time of holding the Meeting,

¢. The shareholders having shares deposited with the CDC are requested ta bring their original CNIC or
Passport and CDC account number for verification.

d. Members are requested to promptly notify the Company of any change in their addresses.

STATEMENTS UNDER SECTION 160(1)(b) OF THE COMPANIES ORDINANCE, 1984

The material facts concerning the special business to be transacted at the Annual General Meeting are given
below:

Employees Share Option Plan ("ESOP’):

Core objective of the Plan is to provide incentives to the key employees of the Company for retention
purposes. Moreover, it will provide them a sense of ownership of the Company. which will result in their
better performance towards the growth of their own Company and to give them reward for their services to
the Company.

The following information is being provided pursuant to Rule & of the Public Companies (Employee Share
Option Plan) Rules, 2001 (“Rules”):
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Notice of Annual General Meeting

Total number of options
to be granted:

15% of the paid-up capital of the Company (as increased from time to
time.

|dentification of classes
of employees entitled to
participate in the Plan:

a. Aregularemployee who is on payrall of the Company working in
Pakistan or outside Pakistan (and who is admitted to the Plan by
the Board);

b.  An Executive Director who is on the payroll of the Company;
. AChief Executive who is on the pay roll of the Company;

d. Subject to compliance with rule 6 (3)(a) of the Rules, a regular
employee of any wholly subsidiary company(ies) of the Company,
and/or an Executive Directar and/or Chief Executive Officer who
is on the payroll of any wholly subsidiary Company(ies) and wha is
admitted to the Plan by the Board.

Requirements of vesting
and period of vesting:

An Option or any portion thereof shall be exercised during the applicable
Option Period, subject to expiry of the relevant Minimum Vesting Period.

The Minimum Viesting Period for an Option shall, unless otherwise
determined by the Compensation Committee at the time of grant of an
Option, be a period of 12 months from the Date of Grant of the Option.

Maximum period within
which any option shall
be vested:

One (1) year from the expiry of the Minimum Vesting Period;

Exercise price or pricing
formula:

Weighted average of the closing market price of the Shares of the
Company at the Karachi Stock Exchange Limited for the last 90
consecutive days immediately preceding the Date of Grant of the
relevant Option. Provided that it shall not in any case be less thar the
face value of Rs.10.00 per share.

Appraisal process for
determining eligibility of
an employee to the Plan:

On or prior to the Date of Entitlement (and at least onice in every
Financial Year), the CC shall determine and recommend to the Board
as to which Eligible Employees are entitled to grant of Options for the
Financial Year preceding the Date of Entitlement, and the proposed
terms and conditions and quantum of each Option. The CC shall, in
determining the aforementioned entitlement, take into account the
Entitlement Criteria and undertake performance evaluation based

on a system of ratings, competitive pay levels, level of responsibility,
number of years of service and information provided by the heads of
department,

Maximum number of
options to be issued
per employee and in
aggregate

The aggregate number of the Shares for all Options to be granted under
this Plan to any single Eligible Employee shall not, at any time, exceed
five percent (5%) of the paid-up capital of the Company (as increased
from time to time). Provided further that the grant of Options to Eligible
Employees in any one calendar year exceeding Three percent (3 %) of
the paid-up capital of the Company (as increased from time to time but
excluding outstanding conversions) shall require the approval of the
shareholders of the Company
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The Company shall comply with the accounting policies specified in Rule 13.

The Directors of the Company are not interested in the aforementioned special business except to the extent
those executive directors/chief executive are entitled to the options as an eligible employee..

Full text of ESOP to be approved by the shareholders of the Company is given below;

Treet Corporation Limited
Employees Share Option Plan

Definitions and Interpretation

In this Employees Share Option Plan (hereinafter "ESOP” or “The Plan” or "This Plan’) the words and
expressions set out below shall have the meanings specified against them:

The Company’ means Treet Corporation Limited;

"The Board’ means the Board of Directors for the time being of the Company acting at a meeting or
through a committee of Directors;

‘Cashless Exercise' means the mechanism described in Clause 5.5 whereby the Company may fund
all or part of the Option Price;

‘The Compensation Committee’ or ‘CC’ means a Human Resource and Remuneration Committee
appointed by the Board comprising of three non-executive Directors of the Company;

‘Date of Approval' means the later to occur of the date on which the shareholders of the Company
approve this Plan by a special resolution and the Securities and Exchange Commission of Pakistan
approves this Plan in accordance with the requirements of Section 86 of the Ordinance and the
Rules;

‘Date of Entitlement’ means the 1st of July of each calendar year, or any other date decided by the
Compensation Committee;

‘Date of Grant’ means the date on which an Option is granted to an Eligible Employee in accordance
with this Plan;

‘Eligible Employee’ means:

A regular employee whao is on payroll of the Company warking in Pakistan or outside Pakistan (and
who is admitted to the Plan by the Beoard); or

An Executive Director who is on the payroll of the Company;
A Chief Executive who is on the pay roll of the Company;

Subject to compliance with rule 6 (3)(a) of the Rules, a regular employee of any wholly subsidiary
companylies) of the Company, and/or an Executive Director and/or Chief Executive Officer whois on
the payroll of any whally subsidiary Companylies) and who is admitted to the Plan by the Board.

'Employment’ means employment by the Company (or a wholly owned subsidiary of the Company,
as the case may be) of an Eligible Employes;
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‘Entitlement Criteria’ will be determined from time to time by the Compensation Committee based
on, inter alia, the following factors:

Competitive pay levels;
Level of responsibility;
Performance; and

No. of years of Service;

‘Entitlement Pool’ means the total number of Shares available for being made the subject of Options,
as determined by the Board from time to time, which shall not, at any time, exceed fifteen percent
(15%) of the paid-up capital of the Company (as increased from time to time). As on June 30, 2014
paid up capital of the Company is Rs. 510,231 440 divided into 51,023144 shares of Rs.10/- each:

'ESOP Account’ means the book account opened by the Company in the name of each Eligible
Employee to facilitate Cashless Exercise of Options;

‘Financial Year' means the period starting from 1st July in a calendar year and ending on 30th June in
the following calendar year;

‘Normal Anticipated Retirement Date' means 60 years of age or such other age at which an Eligible
Employee is required to retire by his contract of employment or as per rules and policy of the

Company (including wholly owned subsidiary Companylies);

‘Option’ means a right granted to an Eligible Employee to subscribe for Shares at the Option Price,
pursuant to this Plan;

‘Option Certificate’ means a certificate issued to an Option Holder in accordance with clause 4.3 of
this Plan;

‘Option Holder" means an Eligible Employee (or permitted successor/transferee of an Eligible
Employee) holding an Option;

‘Option Notice’ means the notice given by an Eligible Employee to the Company for the exercise of his
Option;

‘Option Period’ means a period of one (1) year from the expiry of the Minimum Vesting Period;

‘Option Price’ means the subscription price for a Share comprised in any Option which, unless
otherwise determined by the CC in compliance with rule 13 of the Rules, shall be weighted average of
the closing market price of the Shares of the Company at the Karachi Stock Exchange Limited for the
last 90 consecutive days immediately preceding the Date of Grant of the relevant Option. Provided
that it shall not in any case be less than the face value of Rs.10.00 per share.

'Ordinance’ means the Companies Ordinance, 1984;

‘Retirement’ means the ceasing of Employment of an Eligible Employee on attaining the Normal
Anticipated Retirement Date;

‘Rules’ means the Public Companies (Employee Share Option Plan) Rules, 2001;

'ESOP’ or The Plan’ or This Plan’ means this Treet Corporation Limited Employees Share Option Plan
approved by the Securities and Exchange Commission of Pakistan and introduced under the Public
Companies (Employee Share Option Plan) Rules, 2001;

‘Shares’ means fully paid up ordinary shares of Rs. 10 each in the capital of the Company;

‘Share Certificate’ means a certificate issued to an Option Holder in accordance with clause 5.6;
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'Share Entitlement’ means that number of Shares for which an Option is granted to an Eligible
Employee in accordance with this Plan, as stated in the Option Certificate relating to such Option;
and

'Minimum Vesting Period’ means, for each Option or portion thereof, the period, as specified in clause
5.2, after which the Option or portion thereof can be exercised by the Option Holder.

In this Plan, unless the context otherwise requires, words denoting the singular number shall include
the plural number and words denoting the masculine gender shall include the feminine gender.

In this Plan, unless the context otherwise requires, a reference to a rule is to a rule under the Rules,
and a reference to a clause is to a clause of this Plan.

A reference to any legislation or legislative provision includes any statutory modification or re-
enactment of, or legislative provision substituted for, and any subordinate legislation under, that
legislative provision.

A reference to any agreement or document is to that agreement or document (and, where applicable,
any of its provisions) as stands amended, novated, restated or replaced at the relevant time,

A reference to any person includes that persons executors, administrators, successors, permitted
transferees and permitted assignees.

Effectiveness
This Plan shall come into force with effect from the Date of Approval.
Objective of the Plan

Core objective of the Plan is to provide incentives to the key employees of the Company for retention
purposes. Moreover, it will provide them a sense of ownership of the Company, which will result in
their better performance towards the growth of their own Company and to give them reward for
their services to the Company.

Grant of Options

On or prior to the Date of Entitlement (and at least once in every Financial Year), the CC shall
determine and recommend to the Board as to which Eligible Employees are entitled to grant

of Options for the Financial Year preceding the Date of Entitlement, and the proposed terms

and conditions and quantum of each Option. The CC shall, in determining the aforementioned
entitlement, take into account the Entitlernent Criteria and undertake performance evaluation based

on a system of ratings, competitive pay levels, level of responsibility, number of years of service and

information provided by the heads of department.

Within 30 days of the Date of Entitlement, the Board, on recommendation of the CC, may in its
discretion grant the recommended Options to the recommended Eligible Employee in respect of the
immediately preceding Financial Year,

In evidence of the Option granted to an Eligible Employee pursuant to Clause 4.2, the Company
shall deliver an Option Certificate to such Eligible Employee, stating therein the Entitlement of the
Eligible Employee, the Date of Grant, the Option Period, the Minimum Vesting Period and the Option
Price. Each Option shall be personal to the Eligible Employee to whom it is granted and, other than
a transfer to the Eligible Employee’s legal heirs on his death, shall not be transferable, assignable or
chargeable in any manner whatsoever. Any other purparted transfer, assignment, charge, disposal
or dealing with the rights and interest of the Option Holder under this Plan ar under an Option shall
render such Optian null void.

The aggregate number of the Shares for all Options to be granted under this Plan to all Eligible
Employees shall not, at any time, exceed the Entitlement Pool.
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45 The aggregate number of the Shares for all Options to be granted under this Plan to any single
Eligible Employee shall not, at any time, exceed five percent (5%) of the paid-up capital of the
Company (as increased from time to time). Provided further that the grant of Options to Eligible
Employees in any one calendar year exceedirig Three percent (3 %) of the paid-up capital of the
Company (as increased from time to time but excluding outstanding conversions) shall reguire the
approval of the shareholders of the Company under Rule & (3)(b).

46 No Option shall be granted to an Eligible Employee specified in Clause 1.1.8 (d) except with the
approval of the shareholders of the Company under rule 6 (3)(a) of the Rules.

4.7 An Eligible Employee who is on long leave (i.e. leave in excess of the normal leave requirements
provided in the terms and conditions of employment) may also become entitled to such Options as
may be determined by the CC in its discretion from time to tirme.

5 Exercise of Options

5.1 An Option or any portion thereof shall be exercised during the applicable Option Period, su bject to
expiry of the relevant Minimum Vesting Period.

52 The Minimum Vesting Period for an Option shall, unless otherwise determined by the CC at the time
of grant of an Option, be a period of 12 months from the Date of Grant of the Option.

5.3 An Option may be exercised in full or in part, from time to time within the applicable Option Period
(subject to expiry of the relevant Minimum Vesting Period).

5.4 in arder to exercise an Option in whole or in part, the Option Holder must, after expiry of the relevant
Minimurm Vesting Period and prior to expiry of the relevant Option Period, deliver to the Secretary
of the Company an Option Notice in writing specifying the number of Shares in respect of which the
Option is being exercised, and deliver a copy of such Option Notice along with the Option Certificate.
Payment for the Option Price relating to the Option (or part thereof) being exercised must also be
made to the LG, in readily available funds accompanying the Option Notice and/cr, in case Clause 5.5
is applicable, by the Option Holder opting for the Cashless Exercise of Option there under. The date of
delivery of the Option Notice to the Company shall constitute, for all purposes, the date of exercise of
such Option. Each Option Natice shall be given only in such form as the Company may from time to
time prescribe.

55 Under the Cashless System of exercise of Option, the Company may, in its discretion, fund by way
of an interest free advance, up to the entire amount of the relevant Option Price, to the Eligible
Employees that come within the scope of the proviso ta Section 95 (2) of the Ordinance, The CC may,
within ten working days of receipt of an Option Notice opting for a Cashless Exercise under this
Clause 5.5, (in its discretion) either refuse the funding of such Option or make payment (by debiting
the ESOP Account of such Eligible Employee) of the relevant portion of Option Price in respect of
which such Eligible Employee has opted for Cashless Exercise under this Clause 5.5 (as specified in
the Option Natice).

56 As soon as practicable and in any event not more than thirty days after the later to occur of receipt
by the Company of each Option Notice and the payment of the applicable Option Price, the Shares
in respect of which the Option has been exercised shall be allotted by the Company to the Eligible
Employee, and the Share Certificates in respect of such Shares shall be issued in the name of
the Eligible Employee and the name of such Eligible Employee shall be entered in the register of
members of the Company in respect of the Shares so allotted. Provided, however, in case the Eligible
Employee has opted for a Cashless Exercise under Clause 5.5 in respect of all or part of such Option
Price, the Company shall have a lien on the Shares allotted thereunder upto the amounts advanced
by the Company under Clause 5.5, and the Company shall be entitled to sell such number of Shares
as are required to repay such amounts and reduce the debit balance in such Eligible Employee's
ESOP Account to nil.

5.7 No Option Holder shall have any right to receive any sort of dividend or to vote in any manner or
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enjoy the benefits of a shareholder in respect of any Option granted to him until Shares are actually
issued to him on exercise of the Option (and thereafter such rights shall be limited only to the extent
of the Shares issued to him),

There is no lock-in period for any Shares allotted and issued ta an Option Holder on exercise of his
Option, i.e. an Option Holder shall be free to sell or otherwise dispose of his Shares (subject to the
provisions of Clause 5.5, if applicable).

Lapse of Options
The unexercised portion of an Option shall lapse at the completion of the relevant Option Period.

Netwithstanding anything to the contrary contained herein, upon an Option Holder ceasing to be
in Employment for any reason (including termination of employment for misconduct) other than
Retirement or death or permanent incapacity, only such Options or portion thereof held by hirn for
which the Minimum Vesting Period has expired on or prior to the date of termination / resignation
shall rermain valid and all other Options or portions of Options shall immediately lapse thereafter.
The Options or portions thereof that remain valid under this Clause 6.2 may be exercised any time
up till the expiry of applicable Option Period or within the period of three months from the date of
termination/ resignation of the Option Holder, which ever is earlier, and the unexercised Options or
portion thereof, if any, shall lapse thereafter. Provided, however, the Compensation Committee may,
in its discretion, extend the permissible period for exercise of the aforementioned Options beyond
the aforementioned period but not, in any case, beyond the Option Period relating to such Option.

Notwithstanding anything to the contrary contained herein, upon the Option Holder ceasing to be
in Emplayment by reasen of Retirement or permanent incapacitation, all remaining Options held
by him on the date of Retirement or permanent incapacitation shall immediately vest in his name
(irrespective of the applicable Minimum Vesting Period) and will remain capable of exercise only
up till the expiry of applicable Option Period or the period of twelve months from the date of such
Retirement / permanent incapacitation, which ever is earlier, and any unexercised portion of the
Option shall lapse thereafter.

Notwithstanding anything to the contrary contained herein, upon the death of any Option Halder, all
remaining Options held by him on the date of death shall immediately vest in the name of his legal
heirs (irrespective of the applicable Minimum Vesting Periods) and will remain capable of exercise by
such legal heirs only up till the expiry of the applicable Option Period or the period of twelve months
from the date of death, which ever is earlier, and any unexercised portion of the Option shall lapse
thereafter. Provided however that such legal heirs shall, prior to exercise of an Optian, be required
to show eviderice to the Company's satisfaction that they are the only legal heirs of the deceased
Option Holder.

Upon the lapse of an Option, any outstanding Shares for which the Option was Issued and nat
exercised may be offered by the CC to other Eligible Employees and shall not be double-counted for
the purposes of the Entitlernent Poal.

Calculation of Entitlement

The Board, on recornmendation of the CC, shall determine the entitlement to Options of the Eligible
Employees in a meeting to be held within 30 days of the Date of Entitlement.

Compliance

The Plan shall be administered and implemented in due compliance with law, including without
lirhitation, applicable provisions of the Qrdinance and the Rules.

Without prejudice to the generality of the foregoing, the Board shall ensure compliance with rule 12,
rule 13 and rule 14 of the Rules,

The policy and system for controlling insider trading shall be as follows:
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(a) the Company will ensure that each Eligible Employee is provided with a copy of the Plan prior to
grant of any Optign;
(b) while granting any Option to an Eligible Employee, he/she will be cautioned in writing that all Options

granted will lapse forthwith if the Eligible Employee is found guilty of insider trading;

{c) the Company will provide the Eligible Employee, prior to grant of any Option, with copies of
the relevant sections of law (including any up-dates or amendments thereto) dealing with the
prohibition against insider trading;

(d) all trades of the Company's securities by all Option Holders must be reported within five (5) working
days to the Company Secretary of the Company;

(e} An Eligible Employee shall neither disclose any inside information to any other person nor make
recammendations or express opinion on the basis of inside information as to trading in the
Company's securnties.

B4 Without prejudice to the foregoing, the CC may from time ta time modify the aforementioned policy
or make other suitable policies and system to ensure that there is no violation of insider trading
provisions of Securities and Exchange Ordinance, 1969, and the Securities and Exchange Commission
of Pakistan Act, 1997 or the rules made under these laws.

85 ‘Inside information” and “insider trading” shall have the same meaning as ascribed thereto in the
Securities and Exchange Ordinance, 1969.

86 If any Option Holder is found invalved in or suspected of insider trading, the Options granted to him
but not yet exercised shall be withdrawn.

9. Expenses

8.1 Any expenses of the Company involved in any issue of Shares in the name of any Option Holder shall
be payable by the Company.

10. General

10.1  Any notification or other natice in writing which the Company is required to give, or may desire to
give, to any Eligible Employee or Option Holder (or his legal representative, as the case may be) in
pursuance of this Plan shall be sufficiently given if delivered ta him by hand or sent through post in
prepaid cover addressed to the Eligible Employee or Option Holder at the last address known to the
Company as being his address. Any certificate, notification or other notice in writing required to be
given to the Company or the Secretary of the Company shall be properly given if sent to or delivered
to the registered office of the Company

10.2  The Board shall, at all times, keep available for issue such authorized and un-issued Shares as may
be required to meet the subsisting subscription rights of the Option Holders.

10.3  Thedecsion of the CCin any dispute or question relating to any Option shall be final and conclusive,
subject to the written confirmation of the auditors of the Company whenever required in the
determination of the break-up value or fair value of the Shares for the purposes of this Plan.

104 Participation in this Plan by an Option Holder is a matter entirely separate from any gratuity,
provident fund or pension right or entitlement he may have and from his terms or conditions
of Employment and participation in this Plan shall in no respects whatsoever affect in any way
an Option Holder's other rights or entitlement or terms or conditions of his Employment. In
particular (but without limiting the generality of the foregoing words) any Option Holder who
leaves Employment shall not be entitled to any compensation for any loss of any right or benefit or
prospective right or benefit under this Plan which he might have otherwise enjoyed whether such
compensation is claimed by way of damages for wrongful dismissal or breach of contract or by way
of compensation for loss of office or otherwise howsoever.
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If a provision of this Plan is or becomes illegal, invalid or unenforceable, that shall not affect the
legality, validity or enforceability of any other provision of this Plan

In case of a conflict between the provisions of this Plan and the provisions of the Ordinance or the
Rules (as the case may be), the provisions of the Ordinance or Rules (as the case may be) shall
prevail.

In-approving this Plan, the shareholders of the Company shall be deemed to be expressly permitting
issuance, from time to time, of Shares under or pursuant to the Options granted hereunder as
shares ather than right shares.

Maodifications and Alterations:

The terms of this Plan may at any time be modified or altered only in accordance with rule 7 of the
Rules.

Rights already vested in Option Holders' by the grant of Options cannot be retrospectively altered or
madified to the Option Holders' detriment by any alteration or modification to the Plan.

Supersede

This Plan shall supersede and replace all existing employee Share Option Plans of the Company (if
any).

Termination

The Board may at any time resolve to terminate this Plan in which event no further or new Options
shall be granted, but the provisions of this Plan shall in relation te Options then subsisting shall
continue in full force and effect.
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Review Report to the Members on Statement
of Compliance with Best Practices of Code of
Corporate Governance

We have reviewed the enclosed Statement of Compliance with the bast practices contained in the Code of Corporate
Governance (the Code) prepared by the Board of Directars of Treet Corporation Limited (‘the Company’) for the year
ended 30 June 2014 to comply with the requirements of Listing Regulation no 35 of Karachi, Lahare and islamabad Stock
Exchanges where the Company is listed

The responsibility for compliance with the Code is that of the Board of Directors of the Comnpany, Qur responsibility is to
review, to the extent where such compliance can be objectively verified, whether the Statement of Compliance reflects the
status of the Company's compliance with the provisions of the Code and report if it does not and to nighlight any non-
compliance with the requirements of the Code. A review is limited primarily to inquiries of the Company personnel and
review of various documents prepared by the Comnpany to comply with the Code,

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

The Code requires the Company to place befare the Audit Committee, and upsn recommendation of the Audit Committee,
place before the Board of Directors faor their review and approval of its related party transactions distinguistung between
transactions carried out on terms equivalent to those that prevail in arm’s length transactions and transactions which are
notexecuted atarm’s length price and recording proper justification for using such alternate pricing mechanism. We are anly
required and have ensured compliance of the requirement to the extent of the approval of the related party transactions
by the Board of Directors upon recommendation of the Audit Committee. We have not carried out any procedures to
determine whether the related party transactions were under taken at arm's length price or not

Based on our review, nothing has come to our attention which causes us to believe that the Statement of Compliance does
not appropriately reffect the Company's compliance, in all material respects, with the best practices contained in the Code
as applicable to the Company for the year ended 30 June 2014

Further, we highlight below instances of norn-compliance with the requirements of the Code as reflected in the following
notes where these are stated in the Statement of Campliance

Reference of statement

: Description
of compliance

The election of directors was held on 30 June 2014 and the new term of directors
Note 1 begins from 07 July 2014, However, the newly appointed Board doés riot have an
independent director as required under clause | (b) of the Code

As per the requirement of clause xxiv of the Code, the HR committee should have
ii. | Note17 majority of non executive directors. This requirernent has not been complied with
as of 30 June 2014,

As per the requirement of clause v (e) of the Code, the Board had to putin place a
1 Note 23(a) mechanism for its own evaluation. This requirement has not been complied with as
of 30 June 2014

YMG TConer trp- g=e
KPMG Taseer Hadi & Co.

Lahore Chartered Accountants
Date: September 29, 2014 (Bilal Ali)
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Auditors’ Report to the Members

We haveaudited the annexed consolidated financial statements comprising consolidated balance sheet of Treet Corporation
Limited ("the Holding Company’) and its subsidiary companies as at 30 June 2014 and the related consolidated profit
and loss account, consolidated statement of comprehensive income, consolidated cash flow statement and consaolidated
‘staterment of changes In equity together with the niotes forming part thereof, for the year then ended. We have also
expressed separate opinions on the financial statements of Treet Corporation Limited and its subsidiary company, First
Treet Manufacturing Modaraba. The financial statements of other subsidiary companies, Global Econo Trade (Private)
Limited, TCL Labor-Hire Company (Private) Limited, Giobal Arts Limited and Treet Power Limited, were audited by another
firm of auditors, whose reports have been furnished to us and our opinion, in 5o far-as it relates to the amounts included
for such companies, is based solely on the reports of such other auditars. These financial statements are the responsibility
of the Holding Company's management. Our responsibility is to express an opinion on these financial statements based
on our audit.

QOur audit was conducted in accordance with the International Standards on Auditing and accordingly included such tests of
accounting records and such other auditing procedures as we considered necessary in the circumstances.

The Group's share of profit fromassociate of Rs.44.48 million, taxation refating to assodate of Rs.10.61 million and share of
other comprehensive loss of Rs.1.71 million shown in the consolidated profit and loss account, consolidated statement of
tomprehensive income and note 8.2 to the consolidated finandal statements are based on unaudited financial statements
of the associate.

In aur opinion, except for the effects of matter referred ta in the preceding paragraph, the consolidated financial statements
present fairly the consolidated financial position of Treet Corporation Limited and its subsidiary companies as at 30 June
2014 and the consolidated results of their operations for the year then ended.

YMG Core Hrp =

KPMG Taseer Hadi & Co.
Lahore Chartered Accountants
Date: September 28, 2014 {Bilal Ali)



Consaolidated

Consolidated Balance Sheet
as at June 30, 2014
2014 2013 2012
Note (Rupees in thousand)
Assets (Restated) (Restated)
Non-current assets
Property, plant and equipment 7 3,081,461 2289494 2107107
Investment property = = 55.939
Long term investments 8 234,646 214920 196,584
Long term loans S 17,066 15538 57072
SRS T T
: 2 544357 433!
Current assets __
Stares and spares 11 235011 [ | 186,364 l 213609
Stock-in-trade 12 968,903 927275 946,859
Trade debts 13 613934 471524 483659
Short term investiments 14 632327 540381 388491
Loans, advances, deposits, prepaymeants
and other recelvables 15 677,046 585927 588681
Cash and bank balances 16 662,752 338025 | 588821 |
3,789,973 3049456 3.236,230
Non-current assets held for sale 17 88473 BBA4T3 88473
3878446 3,137,968 3324703
Liabilities
Current liabilities ‘
Current portion of nan-current lizbilities 22 179417 178417 | =
Short term borrowings 18 797,357 576,180 | 1690116
Loan from directars - = 350,000
Trade and other payables 18 | 720250 ‘ 638875 [ ?‘Zgggg
Accrued mark-up 20 299,513 293514 :
Provision for taxation L 43656 ||| 26,211 . 105360 |
’ 2,040,193 1,714,197 2948345
Net current assets / (liabilities) 1838253 1423772 375,758
Non-current liabilities
Long term deposits 21 467 i 2531 2489
Redeemable capital 22 895834 | 1075251 =
Deferred taxation 23 56307 | 55,160 76079 |
952,608 1132942 78568
Contingencies and commitments 24 o -
4,252,574 2835227 2,130,157
Represented by:
Authorized capital
70000000 (2013: 70000,000) ordinary shares of Rs. 1G.each 700,000 700000 700,000
10,000,000 (2013: 10,000,000) prefererice shares of Rs. 10 each 100,000 100,000 100,000
800,000 800,000 800,000
lssued, subscribed and paid up canital 25 510,231 418221 418222
Reserves 26 1,108,785 485127 458328
_Unappropriated profit 1275337 1,186,157 1,106,783
Dwner's equity 2,894,353 2093505 1883333
Non-controlling interest B . 2,262 2,207 2,200
2,896,615 2095,712 1585533
Surplus on revaluation of property, plant and equipment 27 1,355,959 738510 ThLbLB6L
4,252574 2835222 2,730,157
The annexed notes 1 to 46 form an integral part of these financial statements,
LAHORE
September 22 2o14
5?85‘5;, :
Chi ah;d ;
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2014 2013
Note (Rupees in thousand)
(Restated)
Sales - net 28 7,062,133 5853868
Cost of sales = 5637817 4679065
Gross profit 1424316 1,334803
Adrministrative expenses 30 | 162912 | | 157656 |
Distribution cost 31 ‘ 958,702 ‘ ‘ 826807 |
o 1122614 1064261
Operating profit 301,702 290542
Finance cost 32 | 363905 || uoupor |
Other operating expenses 33 9,183 ‘ 7794
373,088 471,885
Other income 34 285,171 333918
Shagof_profi[ of associate 44,485 31147
262,270 243722
Workers' profit participation fund [ 11,424 12,789
Workers' welfare fund 4,324 4,886
15748 17675
Profit before taxation 246522 226047
Taxation
~ Group 35 | 1,353 (329)
Associate 821 | 10608 | 11396
11,961 11,007
Profit after taxation S 234,561 215060
Attributable to:
Equity holders of the parent 234,436 214853
Non-controlling interest = 125 187
234,561 215,040
(Restated)
Earnings per share - basic and diluted (Rupees) 43 4,90 4892

The annexed notes 1 to 46 form an integral part of these financial statements

Mur\a‘—‘mium
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Consolidated Statement of Comprehensive 1,
For the year ended 30 June 2014

2014

~ (Rupees ir
ad)
Profit after taxation 234,561 3040
Other comprehensive income
Items that are or may be subsequently reclassified
to profit or loss:
Unrealized loss on availlable-for-sale investments (1,707) 30g)
Iltems that will not be reclassified to
profit or loss account:

Re-measursment of employee retirement benefits - net of tax (26,766) [24.858)
Total compre_hensiue income for the year ' 206,088 1 88,@73
Attributable to (Restated)
Equity holders of the parent 205963 188686
Nan-cantrolling interest 125 187

206,088 188873
The annexed notes 1 to 46 form an integral part of these financal statements,
LAHORE Syed Shahid Ali Muhammad Shafique Anjum

September 28,2014 Chisf Executive Officer Director




74 Treet Corporation Limited Ancwinl Baport and Arcounts 305

= ] | :'C',Ill = 10\A/ _.-._

For the year ended 30 June 2014

2014 2013
- Note (Rupees in thousand)

Cash generated from operations 41 458177 542287
Finance tost paid | (357908) | | (159577)
Taxes paid | (126%09) || (136448)
WPPF and WWF paid (16308) (21233
Payment to gratuity fund and superannuation fund ] (25,357) i {33,715} |

(526,480) (350973)

Net cash (used in)/generated from operating activities B (68,303) 181314

Cash flows from investing activities
Fixed capital expenditure - Bos110) | [ (339643) |
Procesds from sale of property, plant and equipment l 36,179 | | 36292 |
Proceeds from sale of investment property | - || 68860 |
Long term investments f 10757 | 123 ‘
Long term loans and deposits - (10844) 33399 |
Interest received 17,007 | 15846 I
Dividend received ' 12,031 363171 |

Net cash (used in)/generated from investing activities {238,980) (148712)

Cash flows from financing activities
Long term deposits ~ (2064) | | 1552 |
Loan from directars = | (350000)
Broceeds from issue of right shares (6,273) | 1,254,068
Short term barrowings 501,867 I ! -
(Redemption) / praceeds from particpation term cerfificates 127,247 | i {561,265}
Dwidend paid (82,697) 1] (86,782}

Net cash generated from financing activities 538,080 258173

Net increase in cash and cash equi_ualents - _ 230,797 300,775

Cash and cash equivalents at the beginning of year 299430 {1,345)

Cash and cash equivalents at the end of year 437 530,227 299430

The annexed notes T to 46 formyan integral part of these financal statements

S /%,JJ\:J/

LAHORE Syed Shahid Ali Muhammad Shafigue Anjum

September 29, 2014 Chief Executive Officer Director
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Consolidated Statement of Changes in Equity
For the year ended 30 June 2014

Capital Reserves Revenue Reserves
Total equity
Un- attributable to- Non - Total
Share Capital Fair Value Statutory Ge | ppropriated  shareholders of  controlling  shareholders
Capital Reserye Reserve Reserve Reserve Profit parent company interest equity
S {Rupees in th di SRR
Balance asat 07 july 2012~ aspreviously .55 a8 agis 178860 HeLO)  1NMEN 20741 2200
reported
Effect of retrpspective application of
change n accounting policy as relerred = = = = 31088 (31088 131.068)
in note & o = =
Balance as at 30 June 2012-restated L8732 2549 2019 178960 2E6.400 1105 7H3 1963333 2 200F ToER 533
Final dnadend (0120 % for the year efded _ - B3 644 {g256s] = B3E64]
0 une 2z
Ineremental depreration relabng 1o
surplus an-revaluatan of property - net = E - . 5154 5154 = Jus,
of tax
Transterred 10 statutery reserve ¥ k 3213 132137} -
Reahsed gain on dispasal of avallable far
sale myestments transferred to prohit - 23 - = - 23 23
and ioss
Tolal comptetiensive income for the . 1 3 - B FluESE 213564 187 21373
year-resiated
Diripederid gt ¢ - = = 1120 e
Effectof r
change in af = = {ZLE58) (24 E5E] = 24 EE)
note & o — —_—
Balance as at 30 June 2013 - restated 418722 Bous 1887 IEaa00 1186357 2307 e
52, 733 W39 135 ~ = 301887 = SIEBE7
29778 P53 z = = 173,148 73345
< R RLLY {35864) = EEE]
- - S5k ALY - 5154
Transferreg to statutoty rassre = > = =
Realred ga
saleinvest 11638 - - - | 1238
and loss
Dwadend paid to non -contratling interest - - - - - = 70 70)
Total comprehensive meoome for thie year = 77 = 2D5063 125 26088
5‘[9.7-31 591.-552 {1.658) 252091 266400 1275337 ‘2894353 2,262 2896515
Thie annexed notes 1 ta 46 form an integral part of thesetonsoidated finannal statemants
LAHORE Syed Shahid Ali Muhammad Shafique Anjum
September 29, 2014 Chief Executive Officer Directar
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1 Status and nature of the business

The Group comprises of

Holding Group

- Treet Corporation Limited

2014 2013
(Holding percentage)
Subsidiary companies
- Global Econg Trade (Private) Lirmited 100% 100%
- First Treet Manufacturing Modaraba 99.8% 99.8%
- TCL Labor-Hire Company (Private) Limited 100% 100%
- Global Arts Limited, prewiously Trest 100% 100%
Services (Private) Limited
- Treet Power Limited 100% 100%
Associate
Loads Limited 20.82% 20.82%

Treet Corporation Limited (the Holding Company) was ncorporated in Pakistan on 22 January 1877 as a public
limited company under the Companies Act, 1913 Its shares are listed on Karachi, Lahore and Isiamabad Stock
Exchanges. The principal actiity of the Holding Company 1s to manufacture and sell razors and razor blades. The
registered office of the'Holding Campany is situated at 72-B, Industrial Area, Kot Lakhpat, Lahore

Global Econa Trade (Private) Limited (GET) was incorporated in Pakistan on 27 October 2004 as a private limited
company under tne Companies Orainance, 1984, Global Econo Trade (Private) Limited cormmenced its commercial
operations from 01 January 2005 The princpal activity of Global Econo Trade (Private) Limitad is marketing
and:sale of razors and razor blades manufactured by the company. Global Econo Trade (Private) Lirmited s also
engaged in the business of manufactuning and sale bikes Its registered office s situated at 72 - B, Industnal Area
®ot Lakhpat, Lahore

First Treet Manufacturing Modaraba s a mulfi purpese, perpetual and multi dimensional Modaraba formed
under the Modaraba Companies and Madaraba (Floatation and Control) Ordinance; 1980 on 27 July 2005 and
rules framed there under and is managed by GET, incorporated in Pakistan under the Companies Ordinance, 1984
and registarad with registrar of Modaraba Companiss. Its registered office is situated at 72-B, Industrial Area Kot
Lakhpat, Lahore. First Treet Manufacturing Modaraba is listed on Lahore Stock Exchange and is engaged in the
manufacture and sale of corrugated boxes, paper board and soaps:

Subsequent to year end, the Board of Directors of modaraba management company approved the sale of non-
current assets including land, building and plant and machinery of paper and board mill division of the Modaraba.
In line with the decision taken by the Board, the Modaraba entered into a sale agreement dated 03 September
2014 to sell off nen-current assets including land, building and plant and machinery of its paper and board mill
division against the consideration amounting to Rs. 162 million.



Consatidated
Finaatial Stataments

TCL Labor-Hire Company (Private) Limited was incorporated in Pakistan on 18 September 2006 as a private limited
company under the Companies Ordinance, 1984. TCL Labar-Hire Company (Private) Limited is engaged in the
husiness of rendering professional and technical services and providing related workforce to the host companies /
customers under service agreements. Its registered office 1s situated at 72-B, Industnial Area Kot Lakhpat, Lahore.
Global Art Limited, previously, Treet Services (Private) Limited was incorporated in Pakistan on 26 QOctober 2007
as a private limited company under the Companies Ordinance, 1984 Subsequently, on 23 July 2074, the Company
was converted into a public limited company. The company is engaged in the business of whole range of industrial,
administrative, technical and accounting control as well as janitorial and premises maintenance, providing of
contractual employment and supply of labor, Its registered office is situated at 72-B, Industrial Area Kot Lakhpat,
Lahore.

Treet Power Limited was incorporated on 20 Novemnber 2007 in Pakistan as an unguoted Public Limited Company
under the Companies Ordinance, 1984. At present Treet Power Limited is planning to set up an electric power
generation project for generating, distribution and selling of electric power. Its registered officeis situated at 72-B,
Industrial Area Kot Lakhpat, Lahore.

Basis of Consolidation

These corsalidated financial statements compnise the financial statements of the Holding Company, its subsidiary
companiss and Its associate as at 30 June 2074

(a) Subsidiaries

The financial statements of the subsidiary companies have been consalidated on a line-by-line basis and
the carrying values of the investments held by the Holding Company have been eliminated against the
shareholders equity in the subsidiary companies

The financial statements of the subsidiaries are prepared for the same reporting year as the Holding
Company, using cansistent accounting policies

All intracompany balarices, transactions, income and expenses and profits and losses resulting from
intracompany transactions that are recogmzed In assets, are alminated in full

The subsidiaries are fully consolidated from the date of acqusition, being the date on which the Holding
Company abtains control, and continue to be consolidated until the date that such control ceases

The purchase miethod of accounting is used to account for the acquisition of subsidiaries by the Group.
The cost of an acquisition is measured as the fair value of the assets given, equity nstruments issued and
hiahilities incurred or assumed at the date of exchange, plus costs directly attnbutable to the acguisition.
identifiable assets acquired and liahilitias and contingent liabilities assumed in a business combination
are measured initially at their fair values at the acquisition date, irrespective of the extent of any non-
controlling interest. The excess of the cost of acquisition over the fair value of the Group's share of the
identifiable net assets acquired s recorded as Goodwll

Non-controlling interest

Non-controlling interest is that part of net results of opérations and of net assets of the subsidiaries
which are not owned by the Holding Company either directly or indirectly. Non-controlling interest is
presented as a separate item in the consolidated financial statements. The Group applies a policy of
treating transactions with nen-controlling interests as transactions with parties external to the Group.
Non-contralling interest is recorded at fair value at the time of acquisition

(b) Assaciates

Associates are all entities aver which the Group has significant influence but not central. The Group's:
share of its assariate's post-acquisition profit or loss is recognized in the profit and loss-account, its share
of post-acquisition other comprehensive income is recognized in the statement of comprehensive income
and its share of post-acquisition movements in reserves is recognized in balance sheet, The cumulative
post-acquisition movements are adjusted against the carrying amount of the investment, When the
Group's share of lossesin an assodiate equals or exceeds its interest in the associate, including any ather
unsecured receivables, the Group does not recognize further iosses, unless it has incurred obligations or
made payments on behalf of the associate.

7
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Unrealized gains on transactions between the Group and its associates are eliminated to the extent of the
Group's interest in the associates. Unrealized losses are also eliminated unless the transaction provides
evidence of an impairment of the asset transferred.

Basis of preparation

21 Statement of compliance

These consolidated financial statements have been prepared in accordance with approved accounting
standards as applicable in Pakistan and the requiremerits of the Companies Ordinance, 1984 Approved
accounting standards comprise of such International Financial Reporting Standards (IFRSs) issued by
the International Accounting Standards Board as are notified under the provisions of the Companies
Ordinance, 1984. Wheraver, the requirements of the Companies Ordinance, 1984 or directives issued by
the Securities and Exchange Commussion of Pakistan differ with the requirements of these staridards,
the requirements of Companies Ordinance, 1984 or the requirernents of the said directives shall prevail

22 Basis of measurement

These consolidated financial statements have been prepared under the historical cost converition except
for nvestments tlassified as investment at fair value through profit or lass and available for sale which
are stated at fair value and obligations in respect of superannuation and gratuity schemes which are
measured at present value, while freehold land and buildings aré stated at revaluéd armounts. In these
tonsolidated firiancial statements, except for the cash flow statement, all the transactions have been
accounted for on accrual basis.

23 Functional and presentational currency

These consolidated financial statements are presented in Pakistan Rupees which is also the Group's
functional currency, All financial information presented in Pakistan Rupees has been rounded to the
nearest thousand of rupees.

Use of estimates and judgments

The preparation of financial statements in conformity with approved accounting standards requires management
to make judgments, estimates and assumptions that affect the application of policies and reported armounts of
assets and liabilities, income and expenses. The estimates and associated assumptions and judgments are based
on historical experience and various other factors that are believed to be reasonable under the circumstances, the
result of which form the basis of making the judgments about carrying values of assets and liabilities that are not
readily apparent from other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting estimates
are recognized in the period in which the estimate s revised If the revision affects only that period, or in the period
of revision and future periods if the revision affects both current and future periods.

The areas where various assumptions and estimates are significant to Group's financial statements ar where
Judgments were exercised in application of accounting policies are as follows:

Note
= Employee retirement benefits 5 ¥ |
- Provision for taxation 5.2
= Residual values and useful lives of property, plant and equipment 53
- Provisions 519
- Contingent liabilities 5.24

New and revised approved accounting standards, interpretations and amendments thereto

Standards, interpretations and amendments to published approved International Financial Reporting Standards
that are not yet effective:
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The following standards, amendments and interpretations of approved accounting standards will beeffective for
accounting periods beginning on or after 07 July 2014

IFRIC 21- Levies ‘an Interpretation on the accounting for levies imposed by governments' (effective for
annual periods beginning on or after 01 January 2014). IFRIC 21 1s an interpretation of IAS 37 Provisions,
Contingent Liabilities and Contingent Assets. IAS 37 sets out criteria for the recognition of a liability, one
of which is the requirement for the entity to have a present obligation as a result of a past event (known
as an obligating event). The Interpretation clarifies that the obligating event that gives rise to a liability
to pay a levy is the actwity deseribed in the relevant legisiation that triggers the payment of the levy.

- (Qffsetting Financial Assets and Financial Liabilities (Amendments to IAS 32) — (effective for annual
periods beginning on or after 01 January 2074). The amendments address inconsistencies in current
practice when applying the offsetting cntena n 1AS 32 Financial Instruments: Presentation. The
amendments clarify the meaning of ‘currently has a legally enforceable right of set-off; and that some
gross settlement systems may be considered eguivalent to net settlement

- Amendment ta IA5 36 Impairment of Assets” Recoverable Amount Disclosures for Non-Financial Assets
(effective for annual perinds beginning on or after 0T January 2014). These narrow-=scope amendments
to 1AS 36 Impairment of Assets address the disclosure of information about the recoverable amount of
impaired assets if that amount s based on farr value less costs of disposal.

- Amendments to 1AS 38 "Financial Instruments: Recognition and Measurement” Continuing hedge
accounting after dervative novation (effective for annual periods beginning on or after 01 January 2014)
The amendments add a limited exception to |AS 39, to provide relief from discontinuing an existing
hedging relationship when a novation that was not conternplated in the onginal hedging documentation
meets speaific criteria.

- Amendments to |AS 18 “Employee Benefits" Employee contributions —a practical approach (effective
for annual periods beginning on or after 01 July 2074} The practical expedient addresses an issue that
arose when -amendments were made in 2011 to the previous pensian accounting reguirermerits, The
amendments introduce a relief that will reduce the complexity and burden of atcounting for certain
cantributians from employees or third parties. The amendments are relevant only to defined benefit
plans that involve contributions from employees or third parties meeting certain critena.

- Amendments to IAS 38 ‘Intangible Assets” and IAS 16 ‘Property, Plant and Equipment” (effective for
annual periods beginning on or after 01 January 2016) Introduce severe restrictions on the use of
revenue-based amortization for intangible assets and explicitly state that revenue-based methods of
depreciation cannot be used for property, plant and equipment. The rebuttable presumption that the
usa of revenue-based amaortization methods for intangible assets is inappropriate can be overcome
only when revenue and the consumption of the econamic benefits of the intangible asset are 'highly
correlated', orwhen the intangible asset is expressed as a measure of revenue.

- |FRS 10 ‘Consalidated Financial Statements’ — (effective for annual periods beginning on or after 01
January 2015) replaces the part of I1AS 27 'Consolidated and Separate Financial Staternents’. IFRS 10
introduces a new approach ta determining which investees should be consolidated. The single model
to be applied in the control analysis requires that an investor controls an investee when the investor
is exposed, or has rights, to variable returns from its invalvement with the investee and has the ability
to affect those returns through its power over the investee. IFRS 10 has made consequential changes
to IAS 27 which is now called 'Separate Financial Statements’ and will deal with anly separate financial
statements.
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IFRS 11 Joint Arrangements' (effective for annual periods beginning on or after 01 January 2015) replaces
IAS 37 ‘Interests in Joint Ventures'. Firstly, it carves out, from IAS 37 jointly controlled antities, those
cases in which although there1s a separate vehicle, that separation is ineffective in certain ways. These
arrangements are treated similarly to jointly controlled assets/operations under IAS 31 and are now
called joint operations. Secondly, the remainder of I1AS 31 jaintly controlled entities, now called joint
ventures, are stripped of the free choice of using the equity method or proportionate consolidation; they
must now always use the equity method. IFRS 11 has also made consequential changes in 1AS 28 which
has now been named ‘Investment in Associates and Joint Ventures'. The amendments requinng business
combination accounting to be appled to acquisitions of interests in a joint operation that constitutes a
business are effective for annual periods beginning on or after 01 lanuary 2016,

IFR512 ‘Disclosure of Interest in Other Entities’ (effective for annual perieds beginning on or after 01
January 2015) combines the disclosure requirements for entities that have interests in subsidiaries,
joint arrangements (i.e. joint operations or joint ventures), assaciates and/or unconsolidated structured
entities, inta one place,

IFRS 13 'Fair Value Measurement’ (effective for annual periods beginning on or after 01 January 2015)
defines fair value, establishes a framewark for measuring fair value and sets out disclosure requirements
for fair value measurements. IFRS 13 explains haw to measure fair value when it is required by other
IFRSs. It does not introduce new fair value measurements, nor does it eliminate the practicability
exceptions to fair value measurements that currently exist in certain standards.

Amendment ta IAS 27 'Separate Financial Statement' (effective for annual perinds beginning on or after
01 January 2016). The amendments to IAS 27 will allow entities to use the equity methad ta dccount for
investments insubsidiaries, joint ventures and associates in their separate financial statemernits.

Annual Improvements 2010-2012 and 2011-2013 cycles (most amendments will apply prospectively for annual
periad beginning on or after 01 July 2074). The new cycle of improvements contain amendments to the following
standards:

IFRS 2 'Share-based Payment’. IFRS 2 has been amended to clarify the definition of 'vesting condition’ by
separately defining 'performance condition' and “service condition’. The amendment also clarifies both:
how to distinguish between a market condition and a nan-market performance condition and the basis
on which a performance condition can be differentiated from a vesting condition,

IFRS 3 'Business Combinations’. These amendments clarify the classification and measurement of
contingent consideration in a business combination. Further IFRS 3 has also been amended to clarify
that the standard does not apply to the accounting for the formation of all types of joint arrangements
including joint operations in the financial statements of the joint arrangement themselves.

IFRS 8 '‘Operating Segments’ has been amended to explicitly require the disclosure of judgments
made by management in applying the aggregation criteria, In addition this amendment clarifies that a
recanciliation of the total of the reportable segment's assets to the entity assets is required only if this
information is regularly provided to the entity's chief operating decision maker. This change aligns the
disclosure requirements with those for segment liabilities.

Amendments to IAS 16 'Property, plant and equipment’ and IAS 38'Intangible Assets'. The amendments
clarify the requirements of the revaluation model in IAS 16 and IAS 38, recognizing that the restaterment
of accumulated depreciation (amertization) s not always proportionate to the change in the gross
carrying amount of the asset.

IAS 24 ‘Related Party Disclosure’. The definition of related party is extended to include a management
entity that provides key management personnel services to the reporting entity, either directly or through
a group entity.

IAS 40 'Investment Property’ IAS 40 has been amended to clarify that an entity should: assess whether
an acquired property is an Investment property under |AS 40 and perform a separate assessment
under IFRS 3 to determine whether the acquisition of the investment property constitutes a business:
combination.
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Summary of significant accounting policies

5.1

Employee retirement benefits

Defined contribution plans

The Group has maintained four contributory schemes for the employees, namely provident fund, service
fund, housing fund and benevalent fund.

i) A recognized contributory provident fund scheme namely “Treet Corporation Limited - Group
Employees Provident Fund” is in operation covering all permanent employees. Equal mianthly
contributions are made both by the Group and employees in accordance with the rules of the
scheme (@ 10% of the basic saiary,

i) A recognized contributory fund scheme namely “Treet Corporation Limited - Group Employee
Service Fund” is in cperation which covers all permanent management employees. In accordance
with the rules of the scheme, equal monthly contributions are made both by the Group and
employees @ 10%of basic salary fram the date the employes gets permanent status Additional
contributions may be made by the Group for those employees who have at most 15 years of
service remaining before reaching retirement age, however, employees can start their additional
contribution above the threshold limit of 10% of the basic salary at any time.

iii} A recognized cantrbutory fund scheme namely “Treet Corporation Limited - Group Employees
Benevalent Fund" in operation for the benefit of employees if the employee opts for the scheme.
The contributions to the fund are made @ 10% of employees basic salary on monthly basis by
both employee and the employer. Periodic bonuses by the Group to all the employees i any
year, not exceading one month'’s basic salary of an employee, is credited ta his parsonal account
in the Fund at the sole discretion of the Greup

iv) An unrecognized contnbutery fund scheme namely, “Treet Corporation Limited - Group
Emplovees Housing Fund Scheme" is 1n operation covering permanent management empioyees
with minimum five years of service with the Group. Equal cantributions are made monthly both
by the Group and employees in dccordance with the rules of the Scheme at 20% of the basic pay.

Defined benefit plans

An approved funded gratuity scheme and a funded superannuation scheme is In operation for all

employees with qualifying service periads of six months and ten years respectively, These are operated

through "Treet Corporation Limited - Group Employees Gratuity Fund” and "Treet Corporation Limited
- Group Employee Superannuation Fund’, respectively. The Group's net obligation in respect of defined
benefit plans is calculated separately for plan by estimating the amount of future benefits that employees
have earned in current and priar periods, discounting that amount and deducting the fair value of any
plan assets.

The calculation of defined benefit obligation is performed annually by a qualified actuary using the
prajected unit credit method. When calculating results in potential assets for the Group, the recognized
asset is limited to the present value of economic benefits available in the form of any future refunds from
the plan or reduction in future contributions to the plan.

As referred to in note 6, the Group has changed its accounting policy with respect to the recognition of
actuarial gains and losses related to its defined benefit plan.

Re-measurement of net defined benefit liability, which comprise of actuarial gains and losses, the return
on plan assets lexcluding interest} and the effect of the asset ceiling (if any, excluding interest) are
recognized immediately in other comprehensive income. The Group determines: net interest expense/
(income) on the defined benefit abligatien far the periad by applying the discount rate used to measure
the defined benefit obligation at the beginning of the annual period to then-net defined benefit, taking
into accountany change in the net defined benefit abligation during the period as a result of contributions
and benefit payments. Net interest expense and other expenses related to defined benefit plans are
recognized in profit and loss.

a1
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5.2

53

Taxation

Income tax on the profit or loss for the year comprises current and deferred tax.

Current

Prowision far current taxation is based on taxablencome for the year at the current rates of taxation after
taking into account available tax credits and tax rebates. The charge forcurrent tax includes adjustments
to charge for prior years, if any.

Tax has not been provided for with respect to the income of First Treet Manufacturing Modaraba, as
the Modaraba intends to avall income tax exemption by distributing 90% of its profits to the certificate
halders.

Deferred

Deferred taxis recognized for using the balance sheet liability methed, on all major temporary differences
at the balance sheet date between the tax base of assets and liabilities and their carrying amounts for
financial reporting purposes

Deferred tax liabilities are recognized for all taxable temporary differences. Deferred tax assets are
recognized for all deductible termporary differences and carry-forward of unused tax losses, to the extent
that it 1s probable that taxable profit will be available against which the deductible temporary differences
and/or carry-forward of unused tax losses can be utilized.

The carrying amount of all deferred tax assets is reviewed at each balance sheet date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of
the deferred tax assets to be utilized.

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

Property, plant and equipment

These are carried at cost except for freehold land and buildings, which are stated at revalued amount.
However, freehold land and buildings which were purchased subsequent to last revaluation date are
carried at cost

Surplus en revaluation of property, plantand equipment s credited to the surplus on revaluation account.
To the extent of the incremental depreciation charged on the revalued assets the related surplus on
revaluation of property, plant and equipment is transferred directly to un-appropriated profit.

Capitalization threshold

Follawing are the minimum threshald limits for capitalization of individual items:

Particulars Rupees
Building on freehald land 50,000
Plant and machinery 10,000
Office equipments 8000
Furniture and fixture 10,000

Others 10,000
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On disposal or scrapping, the cost of the assets and the corresponding depreciation is adjusted and the
resultant gain or loss is dealt with through the profit and loss account.

Depreciation is charged to income, unless it is included in the carrying amount of another asset, on
straight line method whereby cost of an asset is written off over its estimated useful life at the rates
given in note 7.1,

Depreciation on additions is charged from the day on which an asset s available for use till the day
the asset is fully depreciated or disposed off. Where an impairment loss is recognized, the depreciation
charge is adjusted in the future periods to allocate the assets revised carrying amount over its estimated
useful life.

Incremental depreciation charged for the period on revalued assets 15 transferred from surplus on
revaluation of fixed assets to retained earnings during the year.

Residual value and the useful life of an asset are reviewed at least at each financial year-end.
Assets which have been fully depreciated, are retained i the books at a nominal value of Rupee 1

Subsequent costs are included in the asset's carfying amount or recognized as a separafe asset, as
apprapriate, only when it is probable that future economic benefits associated with the item will flow to
the Group and cost of the item can be measured reliably. All other repairs and maintenance costs are
charged to expense as and when incurred,

Capital work-in-progress

Capital work-in-progress represents expenditure on property, plant and equipment in the course of
construction and installation, Transfers are made to relevant category of property, plant and equipment
as and when assets are available for use. Capital work-in-progress is stated at cost, less any dentified
impairment loss.

Investment property

Property not held for own use or for the salein the ordinary course of business is classified as investment
property. The investment properties of the Group comprised of land and buildings and are valued using
the cost method and are stated at cost less any accumulated depreciation and any identified imparment
loss.

Depreciation on Investment property other than freehold land 1s charged to profit and less account on
straight line method so as to write off the depreciable amount of building over its estimated useful life
at the rate of 5 per cent per annum. Depreciation on additions 1s charged from the day the property
becomas available for use till the day the property is fully depreciated or disposed off.

The property’s residual values, depreciation method and useful life are reviewed at each balance sheet
date and adjusted If the impact on depreciation is significant.

On disposal, the cost of the property and the correspending depreciation s adjusted and the resultant
gain or loss is dealt with through the profit and loss account.

Non-current assets held for sale

Non-current asset are classified as assets held for sale when their carrying amount is to be recovered
principally through a sale transaction and sale is considered highly probable. They are stated at lower of
carrying amount and fair value less costs to sell
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5.7

5.8

Investments

Investments available for sale

Investments classified as investments available for sale are initially recognized at cost, being the fair
value of consideration given. At subsequent dates, these investments are re-measured at fair values
(guoted market price), unless fair value cannat be measured reliably. The investment for which guoted
market price is not available, are measured at cost as it is not possible to apply any other valuation
methodology. Unrealized gains and losses arising fram changes in fair values are directly recognized in
equity in the period in which these arise

All purchases and sales of investments are recognized on the trade date which is the date that the Group
commits to purchase or sell the investment. Cost of purchase includes transaction cost.

Ateach balance sheet date, the Group reviews the carrying amounts of the investment to assess whether
there is any indication that any investment has suffered an impairment loss. If any such indication
exists, the recoverable amount is estimated in order to determine the exterit of the impairment loss,
it any. Impairment losses are recognized as expense n the profit and loss account. Impairment losses
recognized in'the profit and loss account on eguity instruments are not reversed through the profitand
loss account.

Held-to-maturity investments

Investments with a fixed maturity that the Group has the intent and ability to hold to maturity are
classified as held-to-maturity investments: These are initially recognized on trade date at cost and
derecognized by the Group on the date it commits to sell them off. At each balance sheet date held-to-
maturity investments are stated at amortized cost using the effective interest rate method

Investments at fair value through profit or loss

Investments which are acquired primoipally for the purpose of generating profits from short term
fluctuations in price or dealer margin are classified as "Investments at fair value through profit or loss
account”. These are initially recognized on trade date at cost and derecognized by the Group on the date
it commits to sell them off. At each balance sheet date, fair value 1s determined on the basis of year-end
bid prices abtained from stock exchange quotations. Any resultant increase/ (decrease) in fair value is
recognized in the profit and loss account for the year

Investments are treated as current assets where the intention 1s to hold these for less than twelve
maonths from the balance shest date, otherwise Investments are freated as long-term assets.

Impairment of assets

The group assesses at each balance sheet date, whether there is any indication that asset may be
impaired. If such an indication exists, the carrying amount of such assets is reviewed to assess whether
they are recorded in excess of their recoverable amount. Where carrying values exceed their respective
recaverable amounts, assets are written down to their recoveranle amount and resulting impairment
loss is recogrized in income currently. The recoverable amount is higher of anasset's fairvalue less costs
to sell and value in use.



Cansolidated
Governance i Financial Statements

59

5.10

5.11
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5.13

Where an impairment loss is recognized, the depreciation charge is adjusted in the future periods to
allocate the asset's revised carrying amount over its estimated useful life. Where an impairment loss

‘subsequently reverses, the carrying amount of the asset is increased to the revised recoverable amount

but limited to the extent of initial cost of the asset. A reversal of the impairment loss is recognized in
income.

Stores and spares

These are valued at the moving average cost except for items in transit, which are valued at invoice price
and related expenses incurred upto the balance sheet date. Adeguate provision is made for slow moving
items. The Group reviews the carrying amount of stores and spares on a regular basis and provision Is
made far ohsolescence if there is any change in usage pattern and physicai form of related stores, spares
and loose tools,

Stock-in-trade

Stock of raw materials, packing materials, work-in-process and finished goods is valued at lower of
moving average cost except for stock-in-transit which is valued at invoice price and related expenses,
Cast in relation to work-in-pracess and finished goods includes prime cost and appropriate proportion of
production overheads. Net realizable value signifies the estimated selling price in the ordinary course of
business less estimated costs to complete and to make the sale.

Trade debts

Trade debts are carried at ariginal invaice amaunt which is the fair value of consideration receivable less
an allowance for doubtful debts based on a review of all outstanding amounts at the year end. Balances
considered bad and irrecoverable are written off as and when identified.

Foreign currency translation

Transactions denominated in foreign currencies are translated to Pakistani Rupees, at the foreign
exchange rate prevailing at the date of transaction. Monetary assets and liabilities in foreign currencies
are translated into Pakistani Rupees at the foreign exchange rates at the balance sheet date: Foreign
exchange gains and losses are taken to the profit and loss account

Revenue recognition

(i) Revenue represents the fair value of the consideration received or receivable for goods sold,
net of discounts and sales tax. Revenue is recognized when it is probable that the economic
henefits assaociated with the transaction will flow te the Group and the amount of revenue, and
the associated cost incurred, or to be incurred, can be measured reliably,

Revenue from sale of goods is recognized when the significant risk and rewards of ownership
of the goods are transferred to the buyer i.e. on the dispatch of goods to the customers.

{ii) Interest / mark-up is accrued on a time proportion basis by reference to the principal
outstanding and the applicable rate of return.

{iii} Dividend income is recognized when the right to receive payment is established.

{iv) Return on bank deposits, investments and interest on loans is accounted for on a time
proportionate basis using the applicable rate of return/ interest.

(v) Other revenues are recorded on accrual basis.
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515

5.16

517

5.18

519

Borrowing cost

Borrowing costs are interest or other costs incurred by the Group in connection with the borrowing of
funds. Borrowing cost that is directly attributable to qualifying assets is capitalized as part of cost of
that asset.

Financial instruments

(i) Financial assets and financial liabilities are recognized when the Group becomes a party to the
contractual provisions of the instrumeant.

(i) Financial assets are de-recognized when the Group loses control of the contractual rights that
comprise the financial asset,

{iii) Financial habilities are de-recognized when they are extinguished, that is, when the obligation
specified in the contract is discharged, cancelled or expired,

{iv) The particular measurement methods adopted are disclosed in the individual poticy statement
associated with each item

(v) Financial assets and liabilities are offset and the net amount is reported in the financial
staterments only when there is a legally enforceable right to set off the recognized amount
and the group intends erther to settle on a net basis or to realize the assets and to settle the
liabilities simultaneously,

Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the purpose of cash flow
statement, tash and cash equivalents comprise cash in hand, current and deposit account balances with
banks and outstanding balance of running finance facilities availed by the Group.

Trade and other payables

Liabilities for trade and other amounts payable are carried at cost which is the fair value of the
consideration to be paid in future for goods and services

Offsetting of financial assets and financial liabilities

A financial asset and a financial liability is offset and the net amount is reported in the balance sheet if
the Group has a legally enforceable right to set-off the recognized amounts and intends either to settle
on anet basis or to realize the asset and settle the liability simultaneously

Provisions

Provisions are recognized when the Group has a present legal or constructive obligation as a result of
past events, it 1s probable that an outflow of resources embodying economic benefits will be required to
settle the obligation, and a reliable estimate can be made of the amount of obligation,
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5.21
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5.23

5.24

Research and development costs

Research and development costs are charged to income as and when incurred.

Dividends

Dividend distribution to the shareholders is recognized as a liability in the perind in which the dividends
are approved.

Segment reporting

Operating segments are reported in manner consistent with internal reporting structure. Management
monitors the operating results of its business units separately for the purpose making decisions
regarding the resource allocation and performance assessment

Segment results, asset and liabilities include items directly attributable to segment as well as those that

'can be allocated on reasonable basis. Segment assets consists primarily of stores and spares, stock-

in-trade and trade debts. Segment liabilities consist of operating liabilities and exclude items such as
taxation and carporate.

Contingent assets

Contingent assets are disclosed when there Is a possible asset that arises from past events and whose
existence will be confirmed only by the occurrence or non-occurrence of one or more uncerfam future
events not wholly within the control of the Group. Contingent assets are net recognized until their
realization becomes virtually certain.

Contingent liabilities

A contingent liability is disclosed when:

- Therejsapossible obligation that arises from past events and whose existence will be confirmed
only by the occurrence or non-occurrence of one or more uncertain future events nat wholly
within the control of the Group; or

- There s present obligation that arises from past events butit is not probable that an outflow of
resaurces embodying economic benefits will be required to settle the obligation or the amount
of the obligation cannot be measured with sufficient reliability,

Change in accounting policy - Employee retirement benefits

During the year, as a result of revision in IAS 19 "Employee Benefits', the Group has changed its accounting policy
with respect to the recognition of actuarial gains and losses related to its defined benefit plans.
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Under revised IAS 19, the Group determines the net interest expense (income) on the net defined benefit
liahility (asset} for the period by applying the discount rate used to measure the defined benefit obligatian at the
beginning of the annual period to then - net defined benefit liability (asset], taking into account any changes in
the net defined henefit liability (asset) during the period as a result of contributions and benefit payments. All the
changes in the present value of defined benefit abligation are now recognized in statement of comprehensive
income and the past service costs are recognized in profit and loss account, immediately in the period they occur.

Previously, the Group recognized actuarial gains/losses over the expected average remaining warking lives of the
current employees, to the extent that unrecognized actuarsal gains/losses exceeds 10 percent of present value

of defined benefit obligation.

The change i accounting policy has been applied retrospectively and resulted in the following changes:

2013 2012
(Rupees in thousand)

a) Balance sheet

Increase In employee retirement benefits obligation 65892 37258

Decrease in deferred tax liability (10,714) (6,170)

Decrease in unappropnated profit (55,178) (31,088)
2013

(Rupees in thousand)

b) Statement of comprehensive income

Decrease in other comprehensive income due to re-measurement

of employee retirement benefits - net of tax 2L BER
2014 2013
Note (Rupees in thousand)
7 Property, plant and eiuipment
Operating fixed assets 4 2,945,120 1,960,341
Capital work-in-progress 7.2 136,341 329153

3,081,461 2289494
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7.1 Property, plant and equipment

Cost Cost/
revalued revalued
Annual amount Revaluation amount Accumulated  Depreciation  Accumulated
rate of as at surplus asat depreciation charge/ depreciation Book value
deprecia- 01 July Additions/  during the 30 June asat {deletions) asat as at
tion 2013 |Deletions) year 2004 01 July 2013 fortheyear 30 June 2014 30 June 2014
% - {Rupees in thousand}
Owned
Fregheld land - 891,093 = 460010 1,351,103 - = = 1.351,103
Buildings on fres hold
land 5 604,286 23,694 196711 824691 168863 32941 201 804 522887
Buildings and civil works
: 10 4,791 = = 4,791 959 479 1438 3353
on leasehold land
Biant & machirery 10 1144722 415316 - 1557062 635,995 8531 718340 838722
(2976} (2.976)
Furniture and egoipment 10-25 47920 6,232 - 53318 33923 3,794 37,228 16,050
(834) (489)
Vehurles 20 177,009 51,680 - 184,228 69,740 33074 71,263 112965
(44.461) {31.551)
2014 2868821 496922 656,721 3975193 809,480 155,609 1030073 2945120
(48.271) = (35,016)
Cost Cost/
Annual revalued Revaluation revalued Accumulated  Depreciation  Accumulated B
rate of amount Additions/ surplus amaount depreciation charge/ depreciation 5
deprecia- asat (Deletions)  during the asat as at (deletions) asat 5 l::z SHi3
tion 07 July year 30 June 01 July 2012 for the year 30 June 2013
2mz 2013
% o {Rupees in thousand}
Owned
Freehold land - B22516 68577 = 891093 = = = 891,093
Buildings an free hold 5 561472 55,552 - 604,286 1446312 28,357 168863 435423
(12,738} {3.806)
Buildings and civil works
10 4,791 - - 5791 480 479 959 3832
on leasehald land
Plant & machinery 10 988456 157,248 - 1164722 564,979 71,767 635995 508,727
(982) (751)
Furmture and equipment  10-25 46,266 2945 = 47520 31,000 3590 33923 13997
{1,291) {667)
Vehicles 20 154,806 51,335 = 177,009 55596 31932 69,740 107,269
{29,132} (17,788)
2013 2578307 335657 - 2869821 796,367 136,125 508,480 1,960,341

- (6s363) - - - (23012 - -
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2014 2013
Note (Rupees in thousand)
732 Depreciation charge for the year has been allocated as follows:
Cost of goods sold - blades 281 78426 72228
Cost of goods sold - spap 282 2,758 2688
Cost of goods sold - packaging solutions- corrugated boxes 29.3 23823 13349
Cost of goods sold - bike 29.4 1,218 1.274
Cost of goods sold - paper and board mill 2895 15,087 12932
121,312 102411
Administrative expenses 30.1 26,838 25242
Distribution cost 31.17 7.459 8472
155,609 136,125
743 Land and buildings were first revalued on 77 November 2003 by an independent valuer M/s Indus
Surveyors (Member of Insurance Surveyors Assocation of Pakistan). Subsequently, freehold land and
buildings were revalued on 30 June 2009 by M/s BFA (Private) Limited (Member of insurance Surveyors
Association of Pakistan) resulting in net surplus of Rs. 642,57 million. As at year end, land and buildings
have been revalued by M/s Zafar Igbal & Co (PBA approved valuators, inspectors and engineers) resulting
in surplus of Rs. 656.72 million. Land was revaluad on the basis of current markat value and buildings
have been revalued on the basis of replacement value
7.4 Had there bean no revaluation, the net book value of specific classes of operating fixed assets would have

amounted to:

2014 2073

(Rupees in thousand)

Land 194,588 111833
Buildings 352,667 193,281
547,265 305214
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The following assets were disposed off during the year:

Particulars ‘Cost tz::z::;:: :qu: Profit Pt:i: i of :‘i:ﬁ:sal Sold to employees
{Rupees in th d}
Vehicles
Honda Civie [ 1708 1730 65 275 se0 | Company scheme Mr imran &nz
Suzos Alto 474 L0 7 am Leg Company scheme Mr Muhammad Arif
Suzuk Altg 350 280 ] iz ] 351 Company scherme Mr Nageem Mugha?
izt Eudhus BLS 593 752 75 207 Company scheme Wt Aydz Ahmad
Haorda Lty 1268 g75 294 713 1807 (cmpany stheme M ljgz-ul-Hag
Stzuki Al 545 B 191 ¥ 273 Company schame tir. Wasif Basheed
Suzuki Mehran 30 227 78 222 300 Company scheme Mr Mugassar Nasesr
+ Ao 00 455 45 18 359 Company scheme Mr Habie Khan
Honds Tty 1574 702 872 4503 1322 Company schgme Mr Nisar Ahmmad
Skt Alro 560 255 B2/ 13 323 Company sof Mr Muhammad Azeem
650 279 In 759 asd Company scheme Me Sheraz-Mueeh
168 270 1338 00 T LIE Companiesch M Yunus Khan
2680 LSk 1627 (367} 1260 Mr- Tang Aziz
650 a7 563 “87 250 Company scheme M il Malik
&50 183 486 g1z £50 | Comparyschame N Munammag Al
a7 11 = o1 12 857 Camparny scheme Mr AZoern Hamdan
33 3 52 3 55 Eompanyschame Mr- Mubammagd Arshat
25 3 52 3 55 Campary stheme Mr. Zuffigar Ahmed
55 2 53 2 T Company schems Mr Asif lavesd
L3 A950 o 10094
058 Z7 75k 305 19781 260655
2004 48271 35016 13255 36,180
23 G163 LELT 2113 35207
2014 2013
Note (Rupees in thousand)

7.2

Capital work-in-progress

Civil works 3,490
Plant and machinery 94,895

Advances for capital expenditure 37956

10,109
318,044

136,341

325153
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2014 2013
Note (Rupees in thousand)
8 Long term investments
Available for sale investments 87 15,004 27 L4G
investment in associate - Loads Limited 82 219,642 187 471
234646 214820
8.1 Available for sale investments
Quoted investments 811 52 12497
Un-guoted investments B1.2 14,952 14,852
15,004 27 44S
Number of ordinary )
shares of Rs 10 sach Percentage of holding
2074 2014 X113 2014 2013
B Number {Rupees in thousand) % %
811 Quoted investments
Associated companies
Ak Liombed=C 500 50X 3 I[ 3 0.008 0.002
qik Unialise - 45 | 7
Matk 52 -
1
miag- Cos! = | 1B - 248
- 1
Markat vaiue -
52
Nurnber of ardinary -
Latest available audited shares of Rs 10 sach Cost Percentage of holding
financial stati ts for B . - e
the year ended 24 3 2014 2013 204 2013
Note Number {Rupeses in thousand) % :
8.1.2 Un-quoted investments
Tiitised 812 31 Decsmber 20 FHERTS FEEETY 8593 | 074 o7
Less Pravenn forempairmant (7.038] |
1555
a1 3 955172 956172 10,150 IS0 246 226
Vissoret Syl B1E 3 13 36891 3247 3257 F4 227

14,552




Consglidated

8121 The breakup value per share as per |atest available audited financial statements for Techlogix International

Limited, Systems Limited and Visionet Systems Incorparation 15 Rs.3.37 (2013:Rs. 4.27 ), Rs. 2988 (2013:Rs.
2226} and Rs. 155.05 (2013: Rs. 124.4) per share respectively

81.22 Theordinarysharesaf Loads Limited and Systems Limited have par value of Rs. 10 each, whereas, the ordinary
shares of Techlogix International Limited and Visionet Systems Incorporation have par value of USD 0.00015
and UsSD 1, respectively

2014 2013
Note (Rupees in thousand)
8.2 Investmentsin assoc_iate& company - N
Loads Limited
Cost " 162,529 162,529
Share of post - acquisition profits 821 57,113 245842
' B 219642 187471
821 Share of post - acquisition profits:
Balance as at 07 July 24942 5192
Share of total comprehensive income 42,779 31,146
Share of taxation - (10,608) (77,3586)
- Balance asat 30 june 57113 . 24942

The Group's share of the result of its associated company, which 1s unlisted and incorporated in Pakistan, and its
share of the assets, liabilities, reveriue and profit based on unaudited management accounts is as follows:

Percentage interest held Assets Liabilities Revenue Profit

[Rupees in thousand)

2014 20.82% 1808510 607529 2323126 113,779

2013 20.82% 1,745,740 654,350 2462128 102,711
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2014 2013
Note (Rupees in thousand)
9 Long term loans and advances :
Lean to housing fund - unsecured = 1848
Loans to employees - secured, considered good 8.1 8492 8855
Long term advance 94 19,805 17,003

Less :current portion

Loan to housing fund - unsecured 15 - (1,848
Loan to employees - secured, considerad goad 15 (7,250) (7,194)
Long term prepayments 15 ‘ (3,981) (3,166) ‘
(11,237) (12,208}
17,066 15538
94 These are interest free loans to the Group's employees for construction of house and purchase of cycles

which are repayable in monthly installments over a period of 12 ta 24 months and are secured against
employee retirement benefits. These nclude an amount of Rs. 5.49 million (2013 Rs. 6.21 millian)
receivable from the executives of the Group. There is na amount that is receivable from directors and
chief executive of the Holding Campany,

9.2 Reconciliation of the carrying amount of loans to exscutives;
Balance as at OT July 6,209 2276
Disbursements 9,097 6916
Repayments (9,820) (2983)
Balance as at 30 June 5486 6,209
93 The maximum amount due from the executives at the end of any maonth during the year was Rs. 5.49

million (2013: Rs. 6.21 mullion).

9.4 This represents advance given to Khatoon Industries (Private) Limited ("KIL") for rice husk boiler,
laboratory and warehouse The advance for rice husk bailer was given for equipment installation services
amounting ta Rs. 17.38 millien and civil works amounting to Rs. 2043 million and are adjustable against
rent payable to KIL in lieu of use of soaps manufacturing facility in 97 and 36 equal monthly installments,
respectively. The advance amounting to Rs, 582 miillian is given during the year for the canstruction
of laboratory and warehouse and is alse adjustable against rent payable to KIL in 84 equal monthly
installments.

10  Long term deposits

Utility depasits 21,654 21579
Others 12,102 2857
33,756 24,460
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2014 2013
Note (Rupees in thousand)
11 Stores and spares

Stores 85,607 47 864

Spares 111 149,404 138500
235011 186,364

11.1 It includes spares in transit amounting to Rs, 6.99 millian (2013, Rs. .18 millian).

11.2 Stores and spares include items which may result in fixed capital expenditure but are not distinguishable.

12 Stock-in-trade

Blades:

Raw materials and packing material 121 345,641 363,580

Work-in-process 51,711 47273

Finished goods 122 71,201 87,479
468,553 498,332

Slow maoving raw material stock written off 281 (1,542) (1,183)
467,011 497135

Soaps:

Raw and packing materials 127 102,700 ’7 91,143

Work-in-process 292 28317 | | 32102

Finished goods 122 52962 || 52589
173,959 175834

Packaging solutions-corrugated boxes:

Raw and packing materials 12.1 202,099 i 145907

Wark-in-process 289/3 4,790 5,198

Finished goods 293 16,275 | 18854
223,164 169,959

Motor Bike:

Raw and packing materiais 44,318 28555

Work-in-pracess 294 39,266 34,955

83,584 64,510

Paper and board mill:

Raw-and packing materials 14,750 17515

Wark-in-process 285 277 223

Finished goods 122 6,158 2,095

21,185 15,833

968,903 927,275
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F2:1 These include raw material in transit of blades amounting to Rs. 5455 million (2013: Rs. 40.95 million),
raw material in transit of soaps amounting to Rs. 1840 million (2013: Rs. 3864 million) and raw material
in transit of packaging solution amounting to Rs. 2.83 million (2013: Rs. 10.52 million),

122 The amount charged to profit and loss account on account of write down of finished goods to net
realizable value amounted to Rs. 12:19 million (2013: Rs. 9.77 million),

2014 2013
Note (Rupees in thousand)
13 Trade debts
Foreign debtors
secured, considered good 57,339 12095
- unsecured, cansidered goad 84,604 58400
141,943 70495
Local debtors
- Considered good L 47199 401,029
- Considered doubtful 31,265 22,489
503,256 423528
645,199 454,023
Prowvision for doubtful debts 13.1 (31,265) (22.499)
613934 471524
134 The movement in provision for doubtful debts for
the year is as follows:
Balance as at 07 July 22,499 29,203
Provision for the year - net of recoveries 31.1 9,231 7,398
Bad debt written-off against provision (465) (3.923)
(Reversal) of provision for doubtful debts 34 - (10,179)
Balance as at 20 June 31,265 272499
14  Short term investments
Investment at fair value through profit orloss
Listed equity securities 141 632,327 522,153
Mutual funds 14.2 = 13,047
Future markets 14.3 = 5.187

632327 540,381
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14.1 Details of investment in listed equity securities are stated below:
Share certificates Market value
2014 2013 20{1; 2013
Number Nurmtier (Rupees in thousand)

Sector /Companies :
Banks
Bank |slami Pakistan Limited = 400,000 = 2606
Investment Capital Investment

Bank Limited = 200,000 = 312
Silk Bank Limited 15,492,000 145500 31914 338
Standard Chartered Bank

Pakistan Limited 226,500 = 5493 =
United Bank 10,000 = 1,686 2
Modaraba
First Al Noor Modaraba - 366500 - 1836
Sugar and allied industry
Al-Noor Sugar Mills Limited 866,500 927,600 31,766 43569
The Thal Industries Corparation

Limmited 315 25315 15 1,005
Cable and electrical goods
Siemens Pakistan Engineering

Company Limited = 55400 = 36,076
Textile
Indus Dyeng and Manufacturing

Company Lirmited 468310 450010 337642 265281
Bannu Woolen Mills Limited 1,658,625 1478000 124,563 113658
Sunrays Textiles Mills Limited 20,800 1,006 5,070 184
Island Textile Mills Limited = 1,300 = 775
Shahtaj Textile Limited 694,800 309,000 75344 11,433
Maghbool Textiles Mills Limited 355,000 - 7,721 -
Prermium Textite Mills Limited 1,800 = 219 g
Hira Textiles Mills Limited 327,000 - 3,263 E
Paint
Berger Paints Pakistan Limited - 52,000 - 1.207
Akzo Nobel Pakistan Limited = 549,800 = 33055

g7
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~ Share certificates Market value
2014 2013 2014 2013
Number Number (Rupees in thousand)
Miscellaneous -
Transmissian Engineering
Industries Lirmited 133,000 = 193 =
Baluchistan Wheels Limited 113,000 202,000 4,803 10192
National Silk & Rayon Mills Limited 40,000 - 2,347 -
Bawany Air Products Limited - 11,500 - 169
£Emco Industries Limited - 37500 - T13
- Leiner Pak Gelatine Limited 19,000 21.000 288 336
o 632,327 522,153

1411 Trading 0 tn

L
suspended as

14.2 Details of investment in mutual funds are stated below
Units Market value
2014 2013 2014 2013
Number Number (Rupees in thousand)
: E_l-'S.‘ Habib Cash Fund - - - - = =
Trustee Pakistan Cash Managemant = 26087 = =3
Asxarn Sovergign Cash Fund - 20014 = 2002
Atlas Money Market Fund - 10922 - 5485
PICIC Cash Management Fund - 10842 - 1,098
J5 Cash Fund - 12385 = 2037
Faysal Maney Market Fund = 10809 - 1,102
- = ) - 13,041
14.3 Detalls of investment in future market 1s stated below
Ounces Market value
2014 20132 2014 2013
Number Numaer (Rupees in thousand)

Investment in commodities

{gold -spot future_‘_fl - i) = 5187
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2014 2013
Note (Rupees in thousand)
TS Loans, advances, deposits, prepayments and other receivables =
Current partion of loan to housing fund - unsecured = 1848
Current portion of long term prepayments 3,981 3,166
Current portion of loan to employees - secured 7,250 7,194
] 11,231 12,208
Advances to employees - secured, considered good 75.1 8071 25531
Advances to suppliers - unsecured
Considered good 89,643 177854
Considered doubtful - 2000 }
89,643 179854
Less: Provisien for doubtful advance = (2,000)
89,643 177854
Advance income tax 381,365 272333
Margin depasits - Letter of credits 16,989 5461
Prepayments 12,555 17.526
Insurance claim recevable 745 655
Interest accrued = =
Advances ta related parties
Wazir Ali Industries Limited 13 -
Loads Limited 142 142
IG! Insurance Limited 15,000 -
152 15,155 142
Recejvable from statutary authorities
Export rebate 46010 32931
Collector of customs 2226 546
Sales tax 52,073 5518
100,_309_ 38595
Warkers profit particpation fund 153 8,581 8583
Recewable from broker against sale of investments 2,708 353
B Qther recevables 29,694 25886
677,046 585027
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Notes to the Consolidated Financial Statements
For the year ended 30 June 2014
15.1 These are interest free advances given ta employees in respect of salary, medical and travelling expenses

and are secured against employees retirement benefits: These include an aggregate amount of Rs, 1.76
million {2013:Rs. 1.08 million) receivable from executives of the Campany. These also include an amount
of Rs. 3.56 millien (2013; Rs. 3.68 million) given to CEQ for travalling for business purpose.

15.2 Advances given to these companies for purchase of goods or services under normal busingss trade ac
per the agreed terms,

2014 2013
Note (Rupees in thousand)
153 Waorkers' profit participation fund
Balance (receivable) / pavable as at 01 July (8,583) (5372)
Add: Increase i delayed payment 221 =
Add: Charge for the year 11424 12,788
3,062 7417
Less: Paid during the year B (11,643) (18,000)
Balance (receivable) as at 30 June (8,581) ({8523)
16  Cash and bank balances
Cash in hand 44,046 18818
Cash at bank - local currency
Current accounts 98,166 h| i 53727 ]
Saving accounits 16.1 520540 || 265480
B 618,706 318207
662,752 338025
16.1 These carry mark-up at the rates ranging from 7% to 8.75% per annum (2013: 6% to 8.25% per annumy.
17 Non-current assets held for sale

These represent two pieces of land measuring 26 kanals and @ marlas, and 138 kanals and 7 marlas located at 34
km Ferozepur Road, Lahare and Mauza Kacha, Kasur respectively

The Group entered into sale agreements for sale of these pieces of land in 2011 and the sale agreement was
expected to be completed after the receipt of full amount of sale consideration and transfer of title in the nama
of the buyer.

For the land measuring 26 kanals and S marlas, the buyer made full payment in 2012, however, the title has
not been transferred to the buyer as some legal formalities are pending. The possession of the land has been
transferred to the buyer as per the terms of the sale agreement. This piece of land has been dlassified as held for
sale on the expectation that the title will be transferred to buyer upor completion of legal formalities in dué course.

For the land measuring 138 kanals and 7 marlas, the buyer has made certain payments agalnst the sale
consideration amounting to Rs. 104 million (2013: Rs. 85 millian). The buyer has requested for extension in the
payment periad which has been granted by the Group. The Group is committed to sell off this land to the existing
buyer and expects to complete the transaction within next 12 months.
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2014 2013
Note (Rupees in thousand)
18  Short term borrowings
Short term running finance - secured 181 132525 38595
Export refinance - secured 182 664,832 537,585
797,357 576,180
18.1 The Group has arranged faclities for short-term running finance from various banks under mark-up
arrangement to the extent of Rs. 3350 million (2013: Rs, 2,300 million). These carry mark-up at the rates
ranging from 9. 39%to 11.21% per annum (2013: 9.33% to 13.64% per annum). Running finance amaounting
to Rs. 2,225 million (2013: Rs.1575 million) can be interchangeably utilized as export running finance.
These carry mark-up at the rate of 8 7% to 5% per annum (2013:8.7% to 11% per annum).
18.2 All-short term borrowings of the Group are secured by way of joint first pari passu hypothecation charge
of Rs. 4,736 million (2013: 3,468 million) on the entire present and future current assets of the Halding
Company
19  Trade and other payables

Trade creditors

Related parties 191 | 6540 3298
Others 94,463 90,990
101,003 94,288

Othercreditors

Related parties 19,2 1501 | | 1502
Others 48,031 | 18,268

50532 19,770
Payable against letter of credit = 23,006
Accrued hiabilities 236,256 160,100
Advances from customers 29968 67,718
Advance against non-current assets held for sale 110594 91,553
Payable to oroker - 4386
Workers welfare fund 183 4,324 4,886
Employees deposits 33923 37362
Unclaimed dividend 4,119 3102
Payable to emplaoyees 1,19 833
Withholding sales tax payable 4,989 21,074
Income tax deducted at source 3,097 2,233
Retention money 490 1510

Other payables 6,142 4616
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2014 2013
(Rupees in thousand)

Payable to employee retirement benefit funds

- Payable to gratuity fund 19,4 72079 | LOBLT
- Payable to superannuation fund 19.4 56,560 | 47,789
- Payable to service fund 2,725 1,932
- Payable to provident fund 19.5 ; 2,258 3,030
- 133,622 102,398

_ 720,250 638875

19.1 Trade creditors

Packages Limited 6178 2,586
DIC Pakistan Limited - 12
Bulleh Shah Packaging (Private) Limited 362 -

6,540 3298

18.2 Related parties

ZIL Limited 25 26
IGl Insurance Limited 13 13
IGI Investment Bank Limited 1,463 1463

_ 1,501 1502

19.3 Workers’ welfare fund

Balanece as at 01 July 4,886 5233

Add: Charge for the year 4324 4886

B 9210 10119
Less: Paid during the year ] (4,886) {5.233)

_ Balance as at 30 June 4,324 L8286

19.4

the balance sheat in

¥ \
respect of following funded schemes s given below

Gratuity fund 72079 LOnlLT
Superannuation fund 56,560 47,789
19.4.1 128,639 97436
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19.4.1 Present value of funded obligations

Financial Statements 103

Gratuity Superannuation
2014 2013 _2_0_1_1; 2013
--—----—(Rupees in thousand}---------
(Restated) (Restated)
Amounts recognized in balance sheet are as follows
Present value of defined benefit abligation 188515 1571409 172,552 143978
Fair value of plan assets (116436) (101.762) (115992) {96,189)
Net retirement benefit obligation 72078 LYBLT 56,560 47,785
19.4.2 Movement in net obligation
Net ligbility as a£ 07 July L9647 37548 47,788 371253
Charge to profit and loss accournt 16,014 17565 13,781 453
Re-measurements chargeablen
other comprehensive income 23212 12748 9,741 16,500
Contribution made by the Company {(16,794) (18217) (14,750) (15498
Net liability as at 30 June 72,079 La647 56,560 47,788
19.4.3 Movement in the liability for funded defined benefit
obligations
Liahility for defined benefit obligations as at 07 July 151,609 123212 143978 117578
Benegfits paid by the plan (14,170) (14.854) (13,301) (16538
Current service costs 11,683 12887 9538 11071
Interest cost 15,154 16018 14418 15277
Re-measurements on obligation:
Actuanal losses on oresent value -
- Chianges in demegraphic assumptions I = Ill E | = = I
- Changes in financial assumptions = || = = -
- Experience adjustments ‘ 24439 || 14346 17,918 16,712
24,439 14,306 17918 16,712
Liability for defined benefit obligations as at 30 June 188,515 151,408 172552 1435878
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Gratuity Superannuation
2014 2013 2014 201;
R {Rupees in thousand)---------
- (Restated) (Restated)
19.4.4 Movement in fair value of plan assets
Fair value of plan assets as at 01 July 101,762 85663 96,189 86,264
Contributions paid into the plan 16,794 18217 14,750 15498
Benefits paid by the plan (14,170) (14,854 (13,301) (16,598
Interest income an plan assets 10823 171,136 10176 11,274
Return on plan assets excluding interest income 1,227 1,600 8178 (189)
Fair value of plan assets as at 30 June N 116.&% - 101,762 115,992 56,189
Gratuity Superannuation
Note 2014 2013 2014 2013
----i---[Ru pees in thousand)---------
19.4.5 Plan assets consist of the following:
Band 75,949 11,772 92,080 72,723
Equity 41,008 13,037 20,998 12,792
Cash and other deposits 38 12,715 1,402 7152
Others (559) 4,238 1511 3522
- 75.1 116436 101762 115991 96189
19.4.6 Plan assets
Plan assets comprise:
Term finance certificates 249 20272 180 18,723
Listed secunties 35,142 1,106 20,998 12,792
Deposits with banks 38 12,715 1,402 7152
Investment in mutual funds 5,866 1831 - -
Government securities 75,700 51.500 91.900 54,000
Advance/ payable to other fund (2,398) T.443 - =
Others 1839 2,795 1512 3522

116436 101762 115992 96,189

Before making any investment decision, an Asset-Liability matching study is performed by the Board of Trustees
of the funds to evaluate the merits of strategic investments. Risk analysis of each category is dong to analyze
the impacts of the interest rate risk, currency risk and longevity risk
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Financial Statements

Gratuity Superannuation
2014 2013 2014 2013
------—--(Rupees in thousand}--------—-
{Restated) (Restated)
19.4.7 Profit and loss account includes the following in respect of
retirement benefits:
interest cost 15,154 16018 14,419 15277
Current service cast 11,683 12687 9538 11071
Interest income on plan assets I‘I_O;BB] (11,138) (10,176) {11.214)
16,014 17569 13,781 15134
19.4.8 Actual return on plan assets 12,050 12,736 18354 11025
19.4.8 Actuarial gains and (losses) recognized
directly in other comprehensive income
Cumulative amount at 01 July (35,101) (20.755) (33.214) (16.503)
Losses recognized during the year (24,439 {14,346) (17.920) (16,711)
Cumulative amaount at 30 Jung {59,540) (35101} (51,134) (33214
19.4.10 Historical Information for Gratuity fund
2014 2013 2012 2011 2010
- {Rupees in thousand} s
Prasent value of defined benefit obligation 188515 151,409 123,212 107,825 91,088
Fair value of the plan assets (116436)  (101,762) (B5663) (73.910) - (65,929)
Deficit in the plan 72079 LOBLT 37548 33815 25085
Experience adjustments arising on plan
liabilities 24,439 14,346 531 7,368 =]
Experience adjustments arnising an plan assets 1,227 1,600 (100) (283) (1521)
The Group expects to pay Bs. 19.54 million in contributions to gratuity fund in 2015
18.4.11 Histarical Information for Superannuation fund
Present value of defined henefit abligation 172,552 143978 117516 103779 gz 635
Fairvalue of plan assets (115992) (95129) (85,764) (76632) (67.315)
Deficit in the pian 56,560 47,789 31,252 29147 25320
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For the year ended 30 June 2014
2014 2013 2012 2017 2010
) {Rupees in thm_Jsand}
Experience adjustments ansing on plan
liablities 17,918 16,712 686 3172 (897)
Experience adjustments ansing on plan assets 8178 (188} 523 (347) (163)

19.4.12

18.413

The Group expects to pay Rs. 25,03 million in contributions to superannuation fund in 2015

Significant actuarial assumptions used for valuation of these plans are as follows:

2014 2003
- Gratuity fund  Superannuation  Gratuity fund  Superannuation
per annum fund per annum perannum pEr annum

Discountrate used for profit and loss charge 11% 1% 13% 13%
Discount rate used for year-end obligation 13% 13% 1% 11%
Expected rates of salary increase 12% 12% 10% 10%
Expected rates of return on plan assets 11% 11% 11% Tk
Mortality rate

The rates assumed were based o thie'SLIC 2007 - 2005 with 7 vear sethack

Actuarial assumptions sensitivity analysis

T ENe Senifcant aciuarn

i assumptions used to estimate the defined benefit obligation at the reparting date,

had fluctuated by s with all other vanables held constant, the impact on the present value of the defineg

as follews

penent obligation

Gratuity Superannuation

Impact on present value of defined benefit
obligation as at 30 June

Change Increase  Decrease  Increase  Decrease
————————— (Rupees in thousand)-—-------
Discount rate 100 bps (176153} 205042 (158,773) 188451
Future salary Increase 100 bps 205,042 (1738912) 188,451 (158543)

The sensitivity analysis of the defined benefit obligation to the significant actuarial assumptions has been
performed using the same calculation technigues as applied for calculation of defined benefit obligation reported
in the balance sheet
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19414 \Weighted average duration of the defined benefit obligation is 8 years and 9 years for gratuity and

pension plans, respectively.

195 The Group has set up provident fund for its permanent employees. The total charge against provident
fund for the year was Rs. 2465 million (2013: Rs. 14.21 millien). The net assets based on unaudited
financial statements of provident fund for the year ended 30 June 2074 amount to' Rs. 324.21 million
(2013: Rs. 273.85 millian). The fair value of investrnents of provident fund was Rs. 259.19 million (2013:
Rs. 24523 million) and the cost of the investment was Rs, 237.27 million (2013: Rs. 241,68 million). The
above investments out of provident fund have been made in accordance with the requirement of section
227 of the Companies Ordinance, 1984 and the rules formulated for this purpase.

2014 2013 2014 2013
(Rupees in thousand) % %
19.5.1  The break-up of fair value of investments |s:

Treasury hills 31,100 - 12% 0%
National saving bonds/ Special saving bonds 34,300 34,300 13% 14%
Pakistan investment bonds 68,500 68500 27% 28%
National investment trust units 6,041 4,237 2% 2%
Mutual funds 5140 5651 2% 2%
Listed securities 39,693 41576 15% 17%
Term finance certificates 3375 18,7417 1% 8%
Term deposit certificates - 25415 0% 0%
Participation term certificates 70,795 L5050 28% 19%
Account with broker for investment 249 762 0% 0%
259,193 245,232 100% 100%

2014 2013

(Rupees in thousand)

20  Accrued mark-up
Participation term certificates 283,230 279805
Short term borrowings 16,283 13,709
299513 293514
21 Long term deposits

These represent interest free deposits received from freight forwarding agencies and other contractors repayable
after performance of contracts
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2014 2013
(Rupees in thousand)
22 Redeemable capital
Participation term certificates 1,075,251 1,254,668
Less: Current portion shown under current lizbilities (179,417) (179417)

895,834 1075251

in 2013, the Company issued 41,822,250 Participation Term Certificates (PTCs) of Rs. 30 each to existing shareholders
inthe ratio of 1 PTC for every T ordinary share held The PTCs are listed on all the stock exchariges of Pakistan

The PTCs are mandatorily convertible into ordinary shares through share conversion (@ 0.07 share per PTC per
annum from year 2013 to year 2018 and 0:08 share per PTC in the year 201S. The principal amount of PTCs will be
reduced through redemption (in cash and through mandatory conversion). The PTCs shall be redeemed through
tash @ Rs: 4.14 per annum from year 2013 to vear 2018 and Rs. 4.4 fof the vear 2019

The PTC holder 1s entitled to a minimum profit (Categary A profit) at Rs. 4. T4 per annum far each PTG, alongwith
a contingent profit {Category B prafit) based on the consolidated profits before tax, WWF. WPPFE and finance tost
relating to PTCs based on pay-off matrix. The pay-off matnx sets out vanous ranges for tontingent profit pay out
percentages

The following tabie shows the redemption af PTC for the year 2074

S | | ] | - .
Principal ‘ Principal Principal | l ‘Increhas_e | _!ncrelase Sha_re i Faﬂteger_\( Caﬂtegt:fr'gcr ‘
| redemp- : | inordinary | in ordinary premium | A" profit “B" profit _—
| .. ." || redemption value | [ | : | Year
tion in | bvstiares: || | redemmian share | share | | of conver- | | paymentin payment
cash | | P capital [ capital | sion [ cash | incash |
== Rupees in thousand -------- ) Shares {------ Rupees in thousand ———————— )

6,273 173144 179417 2927557 29276 143,868 179417 110086 2014

6,273 173,144 179417 2527557 28276 143,868 179417 106661 2013

The Hoiding Company will isse 2627557 ordinary shares of face value of Rs, 10 per share against Rs: 173.144
millian.
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Securities
The PTCs are secured by the following:

First exclusive equitable mortgage of Rs. 1,254.67 million over the mortgaged property, 1.e land measuring 11.62
acres situated in Kot Lakhpat Industrial Area Scheme, Lahore (Quaid-e-Azam Industrial Estate) bearing plot no.
72-B together with all buildings, structures, fittings and fixtures permanently fastened to land and érections built
or ereécted or to be built orerected therean pursuant to Memoerandum of Deposit of Title Deeds dated May 16, 2011

Firat Exclusive Floating charge of Rs. 125467 million over the present and future movable fixed assets of the
Company pursuant to deed of floating charge dated May 16, 2011

Pledge of Rs. 250 million over the liquid assets (1.2 listed securities having value of at least Rs. 250 million pledged in
favor, ar under lien, of the Secunity Trustee, which may include shares of Packages Limited, IGI Insurance Limited, ZIl
Limited and/ar any other liguid secunities) pursuant to the letter of lien and pledge dated May 16, 2011

The above investment in shares/securities will be kept in CDC Account which shall be under pledge of security
trustee However movement in/from the said pledged account will not be restricted by the security trustee provided
that aggregate value of Rs. 250 million. The security trustee shall ensure that the closing bzlance of shares in the
pledged account at anytime shall not fall below the equivalent Rupee value of Rs. 250 million.

2014 2013
(Rupees in thousand)

23 Deferred taxation
Deferred tax liability arising in respect of the following items
- Accelerated tax deprecigtion 102,964 [ 77182 '
- Surplus of revaluation of property, plant and eguipment recognized dunng 35,117 | | = !
the year | |
- Capital gains on short term investments 13,378 - |
- Undistributed profits of assetates 21,277 i
172,736 77182
Deferred tax asset-ansing in respect of the following items
- Unabserbed tax depreciation [ wesw | [ BO8Y) |
- Unutilized tax credits (21,344) (2555)
- Employee retirement benefits (16,702) (10,714}
- Prowision for doubtful debts l (529) | | (686)
(116,429) (22022)
56,307 55,160
231 Deferred tax asset on ahove items has been recognized on the expectation that future taxable profits will be
available to the Company in the foreseeable future for realization of such asset.
23.2 Movement in deferred tax liability is as follows:

Balarice as at 01 July 55,160 76,079
et off against the surplus on revaluation of property, plant and equipment 35,117 -
Net off against re-measurement of employee retirement benefits recognized in {6,188) (4.504)
other comprehensive income

Charged to profit and loss account (27.782) (16,375

Balance as at 30 lune 56,307 55,160
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to the Consolidated Financial Statements
For the year ended 30 June 2014

Contingencies and commitments

24,1

Contingencies

Contingencies - The Holding Company

A tax demand amounting to Rs. 14.8 million had been created by Additional Cammissioner Inland
Revenue under section 12(9A) of the repealed Income Tax Ordinance, 1979 for assessment year
2000-2001. The tax demand has been adjusted against income tax refunds of the Company for
the tax year 2006. The Company has filed an appeal befare Appellate Tribunal and is expectinga
favorable outcome.

Atax demand amounting to Rs. 16.05 million had been raised by the tax department against the
Company on the issue of proration of profits between lacal and export sales for the tax year 2003
and 2006. In 2010, Appellate Tribunal dismissed the Company's appeal, however, the Company has
filed an application under section 21 of General Clauses Act, 1997 to rescind or amend the order.
Further, without conceding the legitimate position of this issue as stated above, a rectification
application on account of incorrect computation has also been filed resulting in rectification
amounting to Rs. 10.29 million. The Company is expecting a favorable outcarme as this issue was
decided in the favor of the Company in past

For the assessment year 1999 to 2000, the taxation officer charged additional tax amounting to
Rs. 3.27 million on the grounds that the Company has been failed to deposit the due tax, on the
basis of Company's return. The Company, on the grounds that the amount due has already been
deposited, filed a rectification application on the basis that the mistake is apparent from the
record.

In tax year 2004, the Additional Commissioner Inland Revenue passed an arder under section
122(5A) of the Income Tax Ordinance, 2001 on the issue of proration of profits between local and
export sales and created a tax demand of Rs. 656 millian. The Company filed an appeal before
Commissiener Appeals whe decided the matter against the Company. The Company has filed an
appeal before Appellate Tribunal which is pending adjudication. The Company expects a favorable
outcome from this appeal.

A sales tax demand amounting to Rs. 1.56 million has been created by Deputy Commissioner
Inland Revenue for alleged default of compliarice of section 8(1)(CA) of the Sales Tax Act, 1990.
The Company filed an appeal with Commissioner Appeals against this order and obtained relief
of Rs. 0.42 million. The Company has alsa filed an appeal before Appellate Tribunal and expectsa
favorable outcome on the grounds that Honorable Lahore High Court has declared the provision
of section 8{1)(CA) ultra-vires,
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24.2 Commitments

Contingencies - First Treet Manufacturing Modaraba

For the tax years 2011 and 2012, the Deputy Commissioner |nland Revenue (DCIR) passed orders
U/s 161 / 205 of the Income Tax Ordinance 2007 creating tax demands of Rs. 1.52 million and
Rs. 4136 million respectively. The Modaraba filed appeals against the orders passed by DCIR with
Commissioner |nland Revenue (Appeal-ll) who decided the matters in the favor of the Modaraba
by deleting the tax demands. Tax department filed appeals against the decision of CIR with Appel-
late Tribunal Inland Revenue (ATIR), The matters are pending adjudication before ATIR. The man-
agement is of the view that favorable outcome 1s expected as the Modaraba is fully compliant of
withholding tax provisions.

Governrnent of Pakistan made certain amendments in the WWF Ordinance, 1971 (WWF) through
Finance Acts 2006 and 2008 against which appeals were filed with Honorable Lahore and Sindh
High Caurts for declaration of such amendments in WWF through Finance Acts unconstitutional.
The Honorable Sindh High Court through its order dated 01 March 2073 declared the amend-
ments made in the WWF through Finance Acts 2006 and 2008 constitutional, whereas, the Hon-
grable Lahore High Court declared the amendments unconstitutional. One of the amendments
made in WWF through Finance Act 2006 require the computation of WWF on the basis of higher
of taxable income or accounting profits of the industnial establishment. In light of the above ar-
der of Horiorabte Sindh High Court, the cumulative provision for WWF on the basis of accounting
profit comes aut te Rs. 8 77 million. The management of the Modaraba is of the view that it does
not come under the purview of the Honarable Sindh High Court and since the taxable income of
the Modaraba is exempt from tax, hence no provision for WWF has been made in these financial
statements. Government of Pakistan has taken the matter to Honorable Supreme Court where
the matieris pending agjudication

Contingencies - Global Econo Trade ( Private ) Limited

The Company is cantingently liable to an income tax demand in the sum of Rs. 34.67 millier as
determined by the Deputy Commissioner Inland Revenue, under section 161/205 for the tax year
2008, where against the Company is in appeal before the Commissioner Iniand Revenue (Appeals)
pending-adjudication at the terminal date. The Company is also contingently liable to another
income tax demand in the sum of Ps.26.60 million as determined by the Additional Commissioner
Inland Revenue, under section 227 for the tax year 2011, where-against the Company 1s also in
appeal before the Cammmssioner Infand Revenue (Appeais). The management as well as tax ag-
wisors of the Company are of the consigered opimon that such tax dermand having been fictitious
and aroitrary will be geleted 1n first appeal, nence no provisions therefore have been made in
these financial statements

Outstanding letters of credit as at 30 June 2074 amounted to Rs, 72760 million (2013:Rs. 591.12 million)

Post dated chegues amounting to Rs. 33 07 million (Rs. 118 11 million) have been issued in the favor of
Coltector of Customs,

Qutstanding guarantees amounting ta Rs. 7.25 million {2013 Nil) have been issued

Operating leases

The Group has availed its soaps manufacturing facility on operating lease This lease runs for the maximum
period of 10 years, with an option ta renew after that date.

i
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2014 2013
o _Future lease payments under the lease Note (Rupees in thousand)
agreements are
Not later than ane year 9,796 9070
Later than aneyear but not tater than five years 47,671 LI 140
Later than five years 14,393 27,720
71.860 80,930
25 Issued, subscribed and paid-up capital
2014 2013 2014 2012
(Number of shares) . (Rupees in thousand)
Ordinary shares of Rs. 10 each
8867412 2594075 fully pard-up in cash 88674 25840
Ordinary shares of Rs, 10 each 1ssued
4,022,557 1,085,000 for consideration other than cash 40,226 10,950
Q’”""'dr\,fbl"cires of Rs. 10 each fully
38,133,175 38133175 issued as bonus shares 381,331 381,331
51,023,144 41822250 510,231 418221
25.1 IG! Insurance Limited and Loads Limited, hold 5442060 and 3,268820 (2013 5,442,060 and 2,731,000)
fully paid in cash ordinary shares of the Groupof Rs. 10 each, respectively
252 During the year Group issued 6,273,337 shares by way of right issue @ 15 shares per 100 shares held at
a prermum of Rs 70 pershare amounting ta Rs. 439134 millian,
253 The Group also issued 2,827,557 shares, against conversion of Participation Term Certificate (PTCs) into

ordinary shares. The issue was made in lieu of mandatory conversion of PTCs @ 0.07 shares per PTC at
a pre agreed price of Rs 59.14 per share resulting in a premium of Rs. 143.87 millien.

26 Reserves

Capital reserves 261 266,400 2668400
General reserves 842,385 222727
1,108,785 L8827

261 Capital reserves

Excess of net worth aver pUTENASE cansideration

of assets of Wazir Al Industries Lirmited 629 6529
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2014 2013
(Rupees in thousand)

Fair value reserves (1,658) 1,687
Share premium 2611 591,323 8320
Statutory reserves 26.1.2 252,091 212,081

_ 842,385 222727

26.1.1 This reserve can be utilized by the Group only for the purposes specified under section 82(2) of the Com
panies Ordinance, 1884
26.1.2  This represents profit set aside in cormpliance with the requiremmients of Prudential Regulations for
: d by the Securities and Exchange Commission of Pakistan and is not available for

Surplus on revaluation of property, plant and equipment - net of tax

Balance as at 07 July 739510 7Ll 664

- Surplus arising during the year - net of tax 621,603 =

- Transferred to unappropriated profit as a result of incremental

depreciation charged - net of tax (5154) | (5,154)
616,449 (5,154)
Balance as at 30 Juna 1,355,959 735510
Sales - net
Blades 28.1 4,153,281 3425135
50aps 282 811,300 718363
Packing matenal 283 1,620,740 1,311,748
Motor Bike 284 368,706 352893
Paper and board mill 285 108,106 145729

7,062,133 5,953,868
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2014 2013
(Rupees in thousand)

28.1 Blades
Local Sales 2,579,181 2407372
Export Sales 2007813 1409699
4,586,994 3817071
Less: Sales tax 382,309 328811 |
Tradediscount 51,404 63,125
433,713 391,836
4153,281 3425135
28.2 Soaps
Local Sales 976,008 861673
Less; Sales tax 164,708 i 1433170 |
Trade discount | = I =
164,708 143,310
811,300 718363
283 Packaging solutions- Corrugated boxes
Local Sales 1893314 1515482
Less: Sales tax 272,087 207575
Trade discount 487 | =]
272574 207,734
1,620,740 1317.748
28.4 Motor Bike
Local Saies 436,854 413874
Less: Sales tax 66,260 | 57678
Trade discount 1908 | | 3303
68,148 {0,881
368,706 352,893
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2014 2013
Note (Rupees in thousand)
285 Paper and board mill
Local Sales 125216 168692
Less: Sales tax 17110 | 22543 |
Trade discount - ‘ azu
17,110 22,96_3_
108,106 145,729
29 Cost of goods sold
Blades 291 2917232 2339834
Soaps 29.2 774819 6525531
Packaging solutions- Corrugated boxes 283 1,086,402 874,260
Bike 284 388622 346,702
Paper arid board mill 29.’5_ 470,742 16_2,7 38
5637817 4619065
2014 2013
(Rupees in thousand)
: (Restated) N
29.1 Cost of goods sold - blades
Raw and packing materials consurmed 1,636,645 1,326,691
Stores and spares consumed 150,287 106923
Salaries, wages and other benefits 281.1 620,300 528477
Fuel and power 291,983 212600
Repair and maintenance 27,948 17,851
Rent, rates and taxes 2,331 2562
Irsurance 37,796 33248
Travelling and conveyance 24,403 16,952
Printing and stationery 2943 2723
Postage and telephone 5,595 4832
Legal and professional charges 1867 1,142
Entertainment 793 1,361
Staff training 655 L4
Subscriptions 627 1,088
Depreciation it 78426 72228
ljarah lease rentals = 484
Expenses for computerization 6,323 4779
Raw material not useable written off 12 1,542 1,193
Others 14,927 14,049

2,905,392 23455658
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2014 2013

Note (Rupees in thousand)
(Restated)
Opening stock of wark-in-process 47273 47,305
Clasing stock of wark-in-process 12 (51,711) (47 273)
Cost of goods manufactured 2,900,954 2,349,730
Opening stack of finished goods 87479 77583
Closing stack of finished goods 12 (71,201) (B7.479)
2917232 23358834

29.1.1 Salaries, wages and other benefits include Rs. 23.64 milliar (2013 Rs. 10.25 million) and Rs. 22.38 million
{2013: Rs. 9.20 million] in respect of defined benefit schemes and defined contribution schemes, respectively,

292 C(ost of goods sold - soaps

Raw and packing materials consumed 629,037 554,058
Stores and spares consumed 13546 6,584
Salaries, wages and other henefits 37949 32638
Fuetand power 61,529 44,781
Travelling and conveyance 516 406
Repair and maintenance 1,475 762
Plant rental 3,070 5898
Insurance 546 571
Fee and subscriptions 15 15
Degreciation on property, plant and equipment 7.1.2 2,758 2683
Rent, rates and taxes 86 =
Manufacturing charges 4,834 1,150
Legal and professional expenses 26 29
- ' ' 761,387 649,120
Opening stock of work-in-process 32,102 34513
_ Closing stock of work-in-process 12 (28317) (32102)
Cost of goods manufacturad 765172 651,931
Opening stock of finished goods 52,589 26,185
Closing stock of finished goods _ (42,942) (52589

774819 625531




2014 2013
- ~ Note ~ (Rupees in thousand)
29.3 Cost of goods sold - packaging solutioncorrugated boxes

Raw material and packing matenal consumed 813488 691,439
Stores and spares consumed 28,159 30814
Salaries, wagesand other benefits 133,068 88705
Fuel and power 62,554 L7685
Repair and maintenance 13,928 7877
Rent rates and taxes 314 1,763
Insurance 1815 1612
Travelling and conveyance 3,485 4517
Depreciation 712 23823 13,349
Other expenses o 2781 2,304
1083415 850,159

Opening stock of wark-in-process 5,198 3,044
Closing stock of work-in-process 17 (4,790) (5.138)
Cost of goods manufactured 1,083823 883005
Opening stock of finished goods 18854 5,109
Closing stock of finished goods - (16,275) (18854)
1,086,402 874,260

29.4 Cost of goods sold - bike
Raw maternal and packing matenal consumed 372,048 354,264
Stores and spares consumed 1,010 625
Salaries, wagesand other benefits 14,496 10288
Fuel and power 124

Repair and maintenance 1813 1667
Printing and stationery 325 125
Travelling and conveyance 234 485
Depreciation 71.2 1,218 1214
Other expenses 1,665 968
- 392,933 369636
Opening stock of work-in-process 34,955 12,021
(Closing stock of wark-in-process 12 (39,266) (34.955)
Cost of goods manufactured 388,622 346,702
Opening stock of finished goods - -
Closing stock of finished goads - -
388622 346,702

117



118  Treet Corporation Limited Annwal Report and Accounts 2074

| ¥ | r "0 = AN C W = ‘ | ™3

|n". mTAacC ~\ +*rl | T I IrlT +afAarmnarn e
NOLES O the Lonsolidated rinancial >tatements

For the year ended 30 June 2014

]
{
i

2014 2013
Note (Rupees in thousand)
29.5 Cost of goods sold - paper and board mill

Raw material and packing material consumed 233598 224257
Stores and spares consumed 14,455 16351
Salaries, wages and other benefits 45,892 43,202
Fuel and power 157,501 120023
Repairand mamntenance 5817 5272

ravelling:and conveyance 362 567
Rent rates and taxes 404 1,358
Insurance 1,084 TiE2s
Depreciation 712 15,087 12932
Legal and professional expenses 74 20
Other manufacturing expenses 475 543
Cost of goods manufactured 474,859 L2565
Opening stack of work in process 223 191
Closing stock of work in process 12 (277) (223)
Cost of goods manufactured 474,805 425619
Opening stock of fimnished goads 2,095 9214
Closing stock of finished goods (6,158) (2,095}

470,742 432,738
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2014 2013
Note (Rupees in thousand)

Administrative expenses
Salaries and ather benefits 307 81879 56,916
Electricity and gas 482 548
Repairs and maintenance 798 1412
Rent, rates and taxes 351 15572
Travelling and canveyance 3,357 3044
Entertainment 950 1934
Staff training 120 32
Postage and telephone 703 538
Printing and stationery 2,278 1369
Legal and professional charges 302 33,526 24472
Donations 303 8,160 11.864
Computer expenses 1973 1,396
Directors fee 320 260
Subsecription 10 217
Depreciation on property, plant and equipment 7.2 26,838 25,262
Depreciation on investment property = 729
Other experises 1,167 12604

' 162912 157 454

30.1 Salaries and other benefits include Rs. 1.47 million {2013: Rs. 1.12 million) and Rs. 7.95 million (2013: Rs.

1.23 million) in respect of defined benefit schemes and defined contribution schemes respectively

30.2 Legal and prafessional charges include the following in respect of auditors' remuneration:

Audit fees of holding company 1455 1377
Audit fees of subsidiary companies 2,158 2248
Half yearly review 585 542
Out of pocket expenses 338 331

4,536 4458
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2014 2013
Note (Rupees in thousand)

30.3 Name of donee in which a directaor or his spouse has an intérest

Gulab Devi Chest Hospital (GDCH) 2055 78

Ferozepur Road, Lahore

(Syed Shahid Ali, CEQ is alsa Chairman of GDCH)

Liagat National Hospital (LNH) e _

National Stadium Road, Karachi,

(Syed Shahid Aly, CEO 15 also President of LNH and

Syed Shehriyar All, Director 15 also Member of Governing

body)

institute af Islamic Culture(IIC) 300 B

158-5Shah lamal, Lahore

{Syed Shahid Ali, CEO 15 also Chairman of 1)

Punjab Olympic Association (POA) e

Temple Road, Lahore

{Syed Shahud Ali, CEQ is also President of POA)

5815 78
31 Distribution cost
Salaries and other benefits 31 165,714 140061
Repairand maintenance 7058 LB8%
Freight, octrol and handhing 230,090 127585
Electricity and gas 316 607
Export commission 28744 25,130
Advertising 438,182 464,908
Provision for doubtful debt JIE 9,231 7398
Rent, rates and taxes 13,658 10,701
Product development 2,082 931
Travelling and conveyance 37344 36,844
Entertainment 568 846
Meeting and conferences 74 148
Subscription - 17
Printing and stationery 1,200 1,798
Postage and telephone 6,901 5,298
Depreciation 7.1.2 7.459 Bu7i2
Legal and professional charges 1.988 7872
Bad debts directly written off - 35,000
Other expenses 3,091 B202
959,702 886,807

311 Salaries and other benefits include Rs. 3.28 million (2013:Rs. 1.01 million) and Rs. 9.72 million (2013:Rs. 1.29
million] in respect of defined benefit schemes and defined cantribution schemes respectively.
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2014 2013
Note (Rupees in thousand)
32  Finance cost
Mark-up on short term borrewings 65,994 99,773
Mark-up on director loan = 8838
Mark-up on participation term cartificates 283,230 273805
Bank charges 14,681 15675
363,905 406091
33  Other operating expenses
Realized exchange loss 9,183 7,794
34  Otherincome
Income from financial assets
Profit on bank deposits 16,632 15,246
Profit on term deposits 375 =
Profit/(loss) on disposal of long term investments (49) 40
Interest income from associate - 4,099
Un-realized exchange gain 1,187 419
Unrealized gain on short term investments at fair value
through profit or loss 106,942 140,103
Realized gain on disposal of short term investments at |
fair value through profit or less 53,663 42331
Dividend from short term investments 9,880 28521
Dividend from long term investments 2,151 2,102
190,781 234,561
Income from non-financial assets
Profit on disposal of property, plant and equipment 22924 15,161
Rental income from investment property - 5580
Profit on disposal of investment property 150 =
Scrap sale 313 13,650
Export rebate 38472 22945
Unrealised exchange gain 36,240 26948
Reversal af proviﬁrbn for doubtful debts 131 = 10,179
Others 291 L8830
98,390 99,357
285,171 333518
35  Taxation
Current
- Forthe year 28978 26211
- For prior years 157 (10,225)
Deferred
- For the year 232 (27,782) (16375)
1,353 (3839}
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37

Transactions with related parties

The related parties comprise subsidiaries, associated undertakings, other related group companies, directors
of the group, key management personnel and post employment benefit plans. The group in the normal course
of business carries out transactions with various related parties. Amounts due from and to related parties are
shown under respective notes and remuneration of directors and key management persannel are disclosed in
note 36. Other significant transactions with refated parties are as follows:

Relationship with the group Nature of transactions 2014 2013
(Rupees in thousand)
I Associated undertakings
Packages Limited Purchase of goods 128351 135272
Sale of goods 597 152
ZIL Limited Purchase of goods 54 261
|Gl Insurance Limited Durchase of services 12,860 33148
Bulleh Shah Packaging
(Private Limited ) Purchase of goods 75976 6,257
Cutting Edge (Private ) Limited Purchase of services 2574 2575
Wazir Ali Industries Limited Rental income 150 150
Purchase of goods 131 -
I Post employment benefit plans
Superannuation fund Contribution 14,580 12,349
Gratuity fund Contribution 18,239 13456
Provident fund Contribution 19,989 19,978
Service fund Contribution 11,296 8330
Housing fund Contribution 5193 3,939

Benevolent fund Cantribution 2,356 1839
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38 Financial instruments

The Group has exposures to the following risks from its use of financial instruments:

) Credlt‘nsk
: L[qmdi‘t%rﬁk

Market risk

Operational risk

The Board of Directors has overall responsibility for the estabhishment of Group's risk management framewaork.
The Board is also responsible for developing and monitoring the Group's risk management policies.

381

(i)

Credit risk

Credit risk represents the accounting loss that would be recognized at the reporting date if counterparties
fail completely to perferm as contracted and anses pnncipally from trade receivables.

To manage exposure to credit risk in respect of trade recelvables, management performs credit reviews
taking into account the customer's financial position, past experience and other factors, Exports sales are
either secured through letter of credit or a foreign bank guarantee is obtained

Allinvesting transactions are settled / paid for upon delivery as per the advice of investment committee.
The Group's policy is te enter into financial instrument contract by following internal guidelines such as
approving counterparties and approving credits.

Concentration of cradit risk arises when a number of counterparties are engaged 0 similar business
activities or have similar economic features that weould cause their abilities to meet contractual obligation
ta be similarly effected by the changes in economig, pofitical or other conditions. The Managment believes
that it Is not exposed to major concentration of credit risk.

Exposure to credit risk

The carrying amount of financial assets represents the maximum credit exposure before any credit
enhancements. The maximum exposure to credit risk at the reporting date Is:

2014 2013
(Rupees in thousand)

Long term investmernit 234,646 214,920
Long term loans 17,066 15538
Lorig term deposits 33,756 24440
Trade debts 613,934 471524
Short term investments 632,327 540,381
Loans, advances, deposits, prepayments

and other receivables 49,391 31,700
Bank halance 618,706 319,207

2199826 1617710
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All the trade debtors at the balance sheet date represent domestic and foreign parties.

The maximum exposure to credit risk before any enhiancements for trade debts at the reporting date by

type of customer was

2014

2013

(Rupees in thousand)

- Local parties 471,991 401,029
- Foreign parties 141,943 70,695
" 613934 471524
The aging of trade debts at the reporting date is.
Less than 30 days 358887 301412
Past due 1- 3 months 184,327 93,786
Past due 3 - 6 months 11,005 5248
Past due 6 - @ months 7383 611
Above one year 52332 70467
613934 471524

(ii)

Based on past experience the management believes that no impairment allowance 15 necessary In
respect of trade receivables past due as some recevables have been recovered subsequent to the year
end and for other receivables there are reasonable grounds to believe that the amounts will be recavered

in shart course of time.

Credit quality of major financial assets

The credit quality of major financial assets that are neither past due nor impaired can be assessed by
reference to external credit ratings (if available) or to histoncal information about counterparty default

rate:

125



126

Treet Corporation Limited Annual Report and Accounts 2014

For the year ended 30 June 2014

EENT S e il e i 2 Sy R g T eSS
0 MNCr Aaran Einanrial Sra AMAan T
| \ daLc iy LA JLALCTIIIETN LD

2014 2013

R Rating Rating Rating
Banks Shortterm  Longterm Agency Short term Long term
NIB Bank Limited Al+ AA- PACRA A+ AA-
Faysal Bank Limited Al+ AA PACRA Al+ AR
United Bank Limited A-1+ AR+ JCR-VIS A1+ fuyaes
Habib Bank Limited A-1+ AAA ICR-VIS AT+ AA+
Askari Commercial Bank
Limited A1+ AA FPACRA A1y AA
National Bank of Pakistan A-1+ AAA JER-VIS A-T4 AAA
Bank of Punjab A+ AA- PACRA A+ AA-
HSBC Bank Middle East
Limited P-1 A2 Moody's P-1 A1
KASB Bank Limited A3 BBB PACRA A3 BBB
MCB Bank Limited Al+ AAA PACRA A+ A+
Silk Bank Limited A-2 A- ICR-VIS A-2 A-
Bur) Bank limited A-1 A JCR-VIS A-1 A
Samba Bank Limited A-1 AA- ICR-VIS A-1 AA-
Bank Alfalzh Limited Al+ BA BACRA A+ AL
Bank Islami Pakistan
Limited A1 A PACRA A1 A
Standard Chartered Bank A+ AAA PACRA A+ AAA
Soneri Bank Limited Al+ AA- PACRA B+ AA-
Al-Baraka Bank (Pakistan
Limited) A1 A PACRA Al A

38.2 Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due. The
Group's approach to managing liquidity is to ensure as far as possible to always have sufficient liquidity
to meet its liabilities when due. The Group is not materially exposed to liquidity risk as substantially all
obligations / commitments of the Group are short term in nature and are restricted to the extent of
available liquidity. In addition, the Group has obtained running finance facilities from various commercial
banks to meet any deficit, if required, to meet the short term liguidity commitments.



Business Review

The following are the contractual maturities of the

financial Nhabilities, including estimated interest

payments:
20 1 4
Carrying Contrac- Less than One to five Mare than
Amount tual cash one year years five years
flows
(Rupees in thousand)
Financial liabilities 3
Trade and other payables 720,250 719,761 719,761 - -
Long term deposits 467 466 % 466 =
Short term borrowings 797,357 797,357 797,357 - -
Redeernable capital 1,075,251 1,186,588 289,503 717,668 179417
Accrued mark-up 299,513 293514 293514 - -
2892838 2997686 2,100135 718134 179417
2013
Carrying Contrac- Lessthan  Onetofive Mare than
Amount tual cash one year years five years
flows
{Rupees in thousand)
(Restated)
Financial liabilities
Trade and other payables 538875 637365 637,365 = =
Long term deposits 2531 2531 = 2531 =
Short term boarrowings 576,180 576,180 576,180 -
Redeemable capital 1,254,668 1362572 286,070 717668 358834
Accrued mark-up 293514 2593514 293514 -
. 2,765,768 2.872.1 62 1,793,129 720,199 358834

38.3 Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and

eguity nrices will affect the Group's income ar the value of its holdings of financal instruments.
p 8

38.4 Currency risk

The Group is exposed ta currency risk an import of raw materials and stores and spares and expart of
goods mainly denominated in US Dollars, GB-Pounds and Euros and on foreign currency bank accounts.

TheGroup's exposure ta foreign currency nsk for US Dollars, GB Pounds and Euros is as follows:
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2014 2013
(Rupees in thousand)

Outstanding letters of credit (US Dollars) 589,206 488007
Outstanding letters of credit (Euros) 18511 =
Outstanding letters of credit (GBP) 18179 2047
The following significant exchange rate has been applied:
Average rate Reporting date rate
2014 2013 2014 2013

Rupees per USD 98.58 §7.26 98.55 8860
Rupees per Euro 131.86 123.68 134.46 12925
Rupees per GBP 159.62 150.35 167.79 151.46

At reporting date, if the Pakistani Rupee has fluctuated by 10% against the US Dollar with all ether
variables held constant, profit after taxation profit would have been higher/ lower by Rs. 8,231 million
(2013: Rs. 7.273 miillian), mainly as a result of net foreign exchange gain/ loss on translation of foreign
exchange denominated financial instruments,

The sensitivity analysis prepared is not necessarily indicative of the effects on profit for the year and

assets/ liabilities of the Group.

385 Interest rate risk

At the reparting date the interest rate profile of the Group's significant interest bearing financial instru-

ments were as follows

2014 2013 2014 2013

Effective rate {(Rupees in thousand)
(Percentage)

Financial assets

Fixed rate instrumeants

Bank balances - deposit accounts 7-875 6-825 325,160 4,822

Financial liabilities

Floating rate nstrument

Short term borrowings 870-11.21 8701364 797357 576,180



Fair value sensitivity analysis for fixed rate instruments

The Group does not account for any fixed rate financial assets and liabilities at fair value through profit or
loss, Therefore, a change Ininterest rates at the reporting date would not affect profit and loss account.

Cash flow sensitivity analysis for variable rate instruments

If interest rates an short term borrowings, at the year end rate, fluctuate by 1% higher/ fower with all
the other variables held constant, profit after taxation for the year would have been higher/ lower by Rs
4.37 million (2013: Rs. 855 million), mainly as a result of higher/ lower interest expense on floating rate
borrowings.

386  Other price risk
Other price risk I1s the risk that the fairvalue or future cash flows of a financial instrument will fluctuate
because of changes in market prices (other than those arising from interest rate risk or currency risk)
Other price risk arises from the Group's investment in units of mutual funds and ordinary shares of listed
companies, To manage its price risk arising from aforesaid investments, the Group diversifies its portfolio
and continuously menitors developments in equity markets. In addition, the Group actively monitors the
key factors that affect stock price movement.
A 10% increase in redemption and share prices at the year end would have increased the Group's profit in
case of held for trading investments and increase / decrease surplus on re-measurement of investments
in casa of ‘available-for-sale’ investment as follows:
2014 2013
(Rupees in thousand)
Effect on profit and loss (63.064) (50,665)
Effect on equity (5) (1.250)
Effect on investments {63,069) (51,915)
The sensitivity analysis prepared is not necessarily indicative of the effects on loss / equity and assets
of the Group.
386.1 Fairvalue of financial instruments

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

Financial instruments carried at fair value are categorized as follows:
- Level 1: Quoted market prices

= Level 2: Valuation technigues (market observable)
= Level 3:Valuation technigues (non-market observable)
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2014
Level 1 Lé;el 2 Level 3 Total
{Rupees in thousand)
Assets ”
Short term investments at fair value
thraugh profit or lgss 630,639 = i 630,639
Long term investments available for sale 52 = 14,952 15,004
. 630891 - 14,952 645,643
2013
Level 1 Level 2 Level 3 Total
(Rupees in1 thousand)
- Assets
Short term investments at fair value
through profit or loss 506653 - . 506,653
Long term investments available for sale 12497 - 14952 27448
. 519150 : 14,952 534,102

387 Operational risk

Operational risk is the risk of direct orindirect loss ansing from a wide variety of causes associated with the
Group's processes, personriel, technology and infrastructure and from external factors other than credit,
market and liquidity risks such as those arising from legal and regulatory requirements and generally
accepted standards of corporate behavior. Operational risks anise from all of the Group's operations

Tre Group's objective is to manage operational risk so as to balance the avoidance of financial losses and
damage to the Group's reputation with overall cost effectiveness and to avoid control procedures that
restrict initiative and creativity

The primary responsibility for the development and implementation of controls to address operational risk
is assigned to senlar management within the Group. This responsibility is supported by the developrment
of overall Group standards for the management of operational risk in the following areas:

- Requirements for appropriate segregation of duties, including the independent authorization
of transactions

= Requirements far the reconciliation and moenitoring of transactions

= Comphiance with regulatory and other legal requirements

= Documentation of controls and procedures

= Requirements for the periodic assessment of operational risks faced and the adequacy of
controls and procedures to address the risks identified

= Requirements for the reporting of operational losses and proposed rermedial action
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- Development of contingency plans

= Training and professicnal development

= Ethical and business standards

= Risk mitigation, including insurance where this is effective

Capital Risk Management

The Board's policy is to maintain an efficient capital base so as to maintain investor; creditor and market
confidence and to sustain the future development of our business, The Board of Directors monitors
the Return on Capital employed, which the Group defines as operating incorme divided by total capital
employed. The Board of Directors also monitors the level of dividends to ordinary shareholders.

The Group's objectives when managing capital are:

a) to safeguard the entity's ability to continue as a gong concern, so that it can continue to
provide returns for shareholders and benefits for other stakeholders; and

b) to pravide an adequate return to shareholders.

The Group manages the capital structure in the context of econamic conditions and the risk
characteristics of the underlying assets. In order to maintain or adjust the capital structure,
the Group may, for example, adjust the amount of dividends pad to shareholders, issue new
shares, or sell assets ta reduce debt. The Group monitors capital on the basis of the debt-to-
equity ratio of total debt to equity.

The debi-to-equity ratios as at 20 June 20714 and at 30 June 2013 were as follows:

2014 2013
(Rupees in thousand)

Total debt 1,872,608 1830848
Total equity and debt 4,766,961 3924354
Debt-to-egquity ratio 39% L7%

There were no changes in the Group's approach to capital management during the year and
the Group 1s not subject to externally imposed capital requirements.

131
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39 Operating Segments

391 Geographical Information

Significant sales are made by the group in the following countries:

2014 2013
Note (Rupees in thousand)
Pakistan 5,054,320 4454323
United Arab Emirates 439,966 35566
Saudi Arabia 366,456 243978
Bangladesh 300,223 186,342
China 248,100 145473
Jordan 144,252 116,583
Yemen 70,827 52,168
Brazil 65,252 65403
Egypt 47,001 37508
Maracco 38,110 -
Angola 32,739 17,069
Talwan 15410 18216
Vietnam 2,188 =
fran 1,270 5324
B Other countries - 236,019 535503
o 7,062,133 5953868

Sales:are attributed to countries on the basis of the custamers' location
38.2 Business segments

As at 30 June 2014 the Group is engaged into following main business segments

(i) Manufacture and sale of blades;

(i} Manufacture and sale of soaps,

(iii) Manufacture and sale of packing material;
{iv) Assembling and sale of motor bikes; and
{v) Manufacture and sale of paper and board
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Notes to the Consolidated Financial Statements
For the year ended 30 June 2014

40  As explained in note 1 to these financal statement, subsequent to 30 June 2014, the modaraba management
company took the decsion to sell non-current asset of its paper and board mill division. Had the deaston tg sell
off these assets been taken as at balance sheet date, the impact on the financial statement would have been as

fallows

401

Impact on the financial statements

Nan current asset of paper and board mill division including [and, building and plant and machinery having
book value of Rs. 155,897 million as at 30 June 2014, would hiave been classified as non current assets held
for sale in accordance with the requirement of IFRS 5 "Nan current asset held for sale and discontinued
operation” in the balance sheet of the Modaraba and should have been shown under current assets. As
per the agreement to sell, the transaction enly constitutes sale of land, building and plant and machinery
and not all the business operations of paper and baard mill division of the Modaraba, hence other assets
and liabilities of paper and board mill division would be retained by the Modaraba and would not become
part of disposal group

2014 2013
(Rupees in thousand)

Land 25,060 18000
Building 82873 83,100
Plant and machinery 59,262 69521

' 167,195 170621

Profit and loss account would have been splitted into continuing and discentinued operations (paper and
board mill being discontinued operation) and discontinued operation would have been shown as single
line itemn in profit and loss account referring to the following details in a separate note to the financal
statements

2014 2013
(Rupees in thousand)
- {Represented)
Profit and loss account - discontinued operations
Sales 425823 356,784
Inter-segment 125216 168,_6_92-
Others 551,039 525476
. — —
Sales tax (17.110) (22543)
Trade discount = (420)
(17,110) (22.963)
Net sale 533,929 502513
Cost of sales (526,623) (489,151)
Gross profit 7,306 13,362
Administration expenses (1,427) (918)
Distribution expenses (1,492) (2.415)

Operating profit 4,387 10028
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2014 2013
(Rupees in thousand)
(Represented)
Finance cost (42) (33}
Other income 561 599
Profit for the year 4,906 10695

Earning per-share would have been disclosed separately for continuing and discontinued operation as
follows

2014 2013
From continuing operation 4.80 467
From discontinued operation 0.10 0.25
Basic earnings per certificate 4,90 492

Total comprehensive income would have been presented for attribution to continuing and discontinued
operation in the statement of comprehensive mcome,

2014 2013
(Rupees in thousand)

Attributable to:
- Continuing eperations 201,182 178178
- Discontinued operations 4,906 10685
Total comprehensive income for the year 206,088 188873

Relevant sub-nates of the profit and loss account would also have been adjusted to refiect the
continuing and discontinued operation wherever necessary.

(ash flows for the year related to discontinuted operations would have been separately disclosein a note
to the financial statment as follows:

2014 2013
(Rupees in thousand)
(Represented)
Cash flow from discontinued operation
{:ash flow from operating activities 2671 5279
Cash flow from investing activities (224) (1.127)

Total cash flows 2447 4152
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2014 2013
Note (Rupees in thousand)
- (Restated)
Cash generated from operations
Profit before taxation 246,522 225278
Adjustments for non-cash and other items:
Finance cost 363,905 [ Los091
Depreciation on property, plant and equipment 6.1 155,609 136,125
Depreciation an investment property 8 = 729
Provision for gratuity 16,014 18217
Provision for superannuation 13,781 15,4598
Profit on bank deposits (17,007) (15946)
Prowision for doubtful debt 9,231 (7,398)
Slow moving raw material stock written off 1,542 1,193
Profit on sale of property, piant and equipment (22,924) (15,161)
Profit on sale of investment property - {13,650)
(Profit)/ Loss on disposal of long term investments 49 (£0)
Loss on disposal of associate - =
Provision for WPPF and WWF 15,748 17675
Unrealized gain on investment at fair value through
profit or loss (106,942) (140,103)
Cash generated from operations 429,006 401 230
Transfer to profit and loss account on sale of
avallable for sale long term investments
Unrealized exchange gain (1,187) (1419)
Share of profit from associate (44,485) {31,147)
Dividend incame (12,031) (30623)
- (57,703) {63,189)
Operating_ F;uﬁt before working capital changes 617825 563319
Decrease / (increase) in current assets:
Stores and spares (48647) 27,245
Stock in trade (43,170) 18397
Trade debtors (150,454) 35852
Short term investment 14,996 (1,787)
Loans, advances, deposits, prepayments
and other receivables 17,911 41,6217
(209364) 121422
Increase / (decrease) in current liabilities:
Trade and other payables 49,717 (142,454)
458,177 542,287
Cash and cash equivalents
Cash and bank balances 16 662,752 338025
Short term running finance - secured 18 (132,525} (38595)
530,227 298430
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2014 2013
(Restated)
43 Earnings per share - basic and diluted
Profit attributable to equity holders
of the parent Rupees in thousand 234,436 214853
Weighted average nurmber of shares Number in thousand 47813 43,628
Earnings per share Rupees 4,90 492
Conversion of Participation Term Certificates into ordinary shares have anti-dilutive impact on the basic earnings
per share.
Production capacity Actual production
Note 2014 2013 2014 2013
44 Plant capacity and production
Blades - units in millions 1,475 1475 1,755 T1.573
Packaging solutions - in
metric tones 30,000 30,000 24,869 22,278
Bike - in units 12,000 12,000 11,506 11461
Paper and board - in
metric tones 44,7 15,000 15,000 9,255 8132
Soap - in metric tones 44 2 5,000 5,000 4,030 4,200
441 Under utilization of capacity in Corrugated boxes and sheets and paper and board mill was mainly due
toenergy crises
44.2 Under utilization of capacity in soaps division was due to actual demand being less than installed capacity.
45  Date of authorization for issue
These consalidated financial statements were authonized for issue on September 29, 2014 by the Board of
Directors of the Halding Compariy.
46  General
Corresponding figures have been re- arranged and reclassified wherever necessary, for the purposes of comparison.
LAHORE Syed Shahid Ali Muhammad Shafique Anjum

September 29, 2014 Chief Executive Officer Director
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Auditors’ Report to the Members

We have audited the annexed balance sheet of Treet Corporation Limited (‘the Company'} as at 30 June 2014 and the
related profit and loss account, statement of comprehensive income, cash flow statement and statement of changes in
equity together with the notes forming part thereof, for the year then ended and we state that we have obtained all the
information and explanations which, to the best of our knowledge and belief, were necessary for the purposes of our audit,

It is the respansibility of the Company’s management to establish and maintain a system of internal control, and prepare
and present the above said statements in conformity with the approved accounting standards and the requirements of the
Companies Ordinance, 1984. Our respansibility iIs to express an opinion on these statements based on our audit.

We conducted our audit in accordance with the auditing standards as applicable in Pakistan. These standards reguire that
we plan and perform the audit to obtain reasonable assurance about whether the above said statements are free of any
material misstatemment. An audit includes exarmining, on a test basis, evidence supporting the amounts and disclosures
in the above said statements. An audit alse includes assessing the accounting policies and significant estimates made
by management, as welil as, evaluating the overall presentation of the above said statements. We believe that our audit
provides a reasonable basis for our opinion and, after due verification, we report that:

a) Inouropinion, proper books of account have been kept by the Company as required by the Companies Ordinance, 1984;
b) inouropinion:

i) thebalance sheet and profit and loss account together with the notes thereon have been drawn up in confarmity
with the Companies Ordinance, 1984, and are In agreement with the books of account and are further in
accordance with accounting policies consistently apphed except for the change as referred to in note 6 with
which we concur;

i)  theexpenditure incurred during the year was for the purpose of the Company's business; and

iij the business conducted, investments made and the expenditure incurred during the year were in accordance
with the objects of the Company;

o) in ouropinien and to the bast of our mformation and according to the explanations given to us, the balance sheet;
profit and loss account, statement of comprehensive income, cash flow statermnent and statement of changes in equity
together with the nates farming part thereof conform with approved accounting standards as applicatile in Pakistan,
and, give the information required by the Companies Ordinance, 1984, in the manner so required and respectively
give a true and fair view of the state of the Company's affairs as at 30 June 2074 and of the profit, its comprehensive
income, its cash flows and changes in equity for the year then ended; and

d) inouropinien Zakat deductible at source under the Zakat and Ushr Ordinance, 1880 (XVII| of 1880), was deducted by
the Company and deposited in the Ceéntral Zakat Fund established under section 7 of that Ordinance.

YMG Lot g=-

KPMG Taseer Hadi & Co.
Lahare Chartered Accountants

Date: September 28, 2014 (Bilal Ali)
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2014 2013 2012
Note (Rupees in thousand)
Assets o (Restated) (Restated)
Non-current assets
Property, plant and eguipment = 2591422 18305971 1,770319
Investment property = - 55935
Long term muestments s 1,399,032 14114677 1412821
Long term loans g 1,242 1701 3,007
l.eng term deposits 10 10564 10485 3
- 4,002,260 3254638 3,246,122
Current assets |
Stores and spares 11 145,866 i 121475 ‘ | 139,277
Stock-in-trade 12 467011 | 497,139 403373
Trade debts 13 427585 | | ILTHL LG22 887
Shart term Investments 14 630,639 506,653 363470
Loans, advances, deposits, prepayments |
and otherrecewables 15 525491 371,127 ‘ 321316
Cash and bank balances 18 447139 65983 129538 |
2643731 1,909,902 1849861
Non-current assets held for sale i I 88473 B3473 ‘B3473
2732204 1998375 1938334
Liabilities
Current liabilities -
Current portion of non=current liabilities 22 179417 179417 -
Short terrm barrowings 18 797,357 576180 |||| 1690116
Loan from directors - = 350,000
Trade and other payables 19 || 608,393 ' 515459 511536
Accrued mark-up 20| 209513 || 293514 | ||| 49,000
Pravision for taxation | 21287 ||| 5578 73264
1905967 | 1571168 2673216
Net current assets / (liabilities) 826,237 L7227 (735582)
Non-current liabilities .
Lang term deposits 21 318 2381 2339
Redeemable capital 22 895834 1075251 -
Deferred taxation 23 35,030 53879 74,393
931,182 1131511 76,732
Contingencies and commitments 24
3,897,315 2550354 2433808
Represented by:
Authorzed capital
70,000,000 (2013: 70,000,000} ordinary shares.of Rs. 10 each 700,000 700,000 700000
13,000,000 (2013: 10000,000) preference shares of Rs. 10 each 100,000 100,000 100,000
800,000 800,000 500,000
lssuad, subscribed and paid up capital 25 510231 418222 418222
Resarves 26 858,400 277036 278368
Unappropriated profit = 1,227,609 1115586 092,554
Shareholders equity 2,596,240 1810844 1689144
Surplus on revaluation of property, plant and eguipment 27 1,301,075 739510 =
3,897,315 2550356 2 2433808
The annexed notes 1 ta 45 form an integral part of these financial statements. wJ
LAHORE Syed Shahid Ali Muhammad Shafigue Anjum

Septemper 29, 2014

Cheef Executive Officer

Director
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For the year ended 30 June 2014

2014 2013

Note (Rupees in thousand)

(Restated)

Sales - net 28 4,153,281 3,359,441

Cost of sales B 29 2927412 2330558

Gross profit 1,225,868 1068882
Administrative expenses 30 | 138112 || 133147 |

Distribution cost 31 835,642 ‘ 693,738

- - 973,754 8526885

Operating profit 252115 241997

Finance cost 32 363,282 ‘ ‘ 402 664

Other operating expenses 33 4163 | | 3,198

367,445 LO5862

Other income - ) 3L 324815 396,158

209,485 232283

Waorkers profit participation fund 10474 11,576

Waorkers' welfare fund 3,980 | [ 4398
- 4454 15975

Profit before taxation 195,031 216,318

Taxation 35 (20,601) {3.221)

Profit after taxation 215,632 219539

(Restated)

Earnings per share - basic and diluted (Rupees) 42 4.51 5.03

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

LAHORE Syed Shahid Ali Muhammad Shafique Anjum

September 29, 2014 Chief Executive Officer Director
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ement ( J' Lon l'-.'iFI sive Income

2

‘:H

+.
For the year ended 30 June ZOM

'a)

Profit after taxation
Other comprehensive income

[tems that are or may be subseguently reclassified
to prafit or loss

Unrealized lass or avaliable-for-sale investments

Iterns that will not be reclassified to
profit or loss account

Re-measuremernt of employee retirement benefits - net of tax

Total comprehensive income for the year

2014 2013
(Rupees in thousand)
(Restated)
215632 2189539
(1) (1309}
(25,118) (18017)
190513 200213

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

S

LAHORE Syed Shahid Al
Septemnber 29, 2014 [Chuef Executive Officer

e

Muhammad Shafigue Anjum
Director
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For the year ended 30 June 2014

2014 2013
o Note ~ (Rupees in thousand)

Cash generated from operations 40 418602 471829
Finance cost pald . (357,283) (158,150)
Taxes paid | (86,930) (30491) |
WPPF and WWF paid (15,608} (20,007) I
Payment to gratuity fund (16,794) (18217) ‘
Payment to superannuation fund (14,750) (15,498)

- (491,365) (302363)

Net cash (used in)/ generated from operating activities (72,763) 169466

Cash flows from investing activities -
Fixed capital expenditure (290,482) (187,725)
Proceeds from sale of property, plant and equipment 36,179 | 36,252
Proceeds from sale of investment property - | 68855
Proceed from sale of available-for-sale long term investments 10757 | 123
Long term loans and deposits £ (5217)
Interest received 9,635 5031
Dividend received 55376 | | L5464

Net cash (used in}/generated from investing activities (178,151) 62,807

Cash flows from financing activities B
Long term deposits (20863) | 42
Loan from directors = ! {350,000)
Proceeds from issue of right shares 501867 | -
Short term borrowings 127,247 | (561,265)
{Redemption) / proceeds from participation term certificates (6,273) 1,25L668
Dividend paid (82,638) (86,602

Net cash generated from financing activities 538,140 256843

Net increase in cash and cash equivalents 287,226 489116

Cash and cash equivalents at the beginning of year 27,388 (461,728}

Cash and cash equivalents at the end of year 41 314,614 27388

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

= fr

LAHORE Syed Shahid Ali Muhammad Shafiqgue Anjum
September 28, 20714 Chief Executive Officer Director
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Statement of Changes in Equity
Far the year ended 30 June 2014

Capital Reserves Revenue Reserves
Un-
Share Share Capital Fair value General  appropriated
Capital Premium Reserve Reserve Reserve Profit. Total

{Rupees in thousand)

Balance as at 01 July 2012 - as previously

2664 107701 36
reported 418222 8320 629 3019 266,400 017016 1713608
Effect of retrospective application of change
in accounting policy as referred innote6 - - - - = (24462) (24 4562)
Balance as at 01 July 2012 - restated 418,222 8320 629 3019 266,400 992554 1,689,144
Incremental depreciation relating to surplus )
on revaluation of property - net of tax - - - - - 5154 5154
Realized gain on disposal of available-for-
sale investments transfer to profit and loss - - - (23} - = (231
Final dividend @ 20 % for theyear ended 30
June 2012 - = = = = (B3.684) (B3 644)
Total comprehensive income for the year -
restated = L = (1,308) - 218539 218230
Effect of retrospective apphcation of changs
accounting palicy as referred in note 6 - - - - - (1i8o17) [18017)
Balance as at 30 June 2013 418222 8320 629 1,687 266,400 1,115,586 1,810,844
Final dividend (@ 20 % for the year ended 30
June 2013 - = - = = [B3644) (B3644)
Conversion of PTCs into ordinary shares @
0.07 share per PTC 29276 143869 - - - - 173145
Right issue of ordinary shares @ 15% 62,733 435136 - - = - 507867
Incremental depreciation refating to surplus
on revaluation of property - net af tax = - - = = 5154 5154
Realized gain on disposal of available-for-
sale investments transfered to profit and
loss - - = (1638} - = {1,638
Total comprehensive mcome for the year = = = (1} 3 190513 190512
Balance as at 30 June 2014 510,231 591323 629 48 266,400 1,227,609 2,596,240

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

—— o

LAHORE Syed Shahid Ali Muhammad Shafique Anjum
September 25, 2014 Chief Executive Officer Director
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Notes to the Financial Statements
For the year ended 30 June 2014

1 Status and nature of the business

Treet Carporation Limited ("the Company’) was incorporated in Pakistdn on 22 lanuary 1977 as a Public Limited
Company under the Company's Act, 19713 Its shares are listed on Karachi, Lahore and Islamabad Stock Exchanges
The principal activity of the Company 15 manufacturing and sale of razors and razor blades along with sale of
spaps. The registered affice of the Company is situated at 72-8; Industnal Area, Kot Lakhpat, Lahore

2 Basis of preparation

21

Seperate financial statements

These financial statements are the separate financial statements of the Company in which investrmerits
in subsidiaries and associates are accounted for on the basis of direct equity interest rather than on
the basis of reported results and net assets of the investees, Consolidated financial statements of the
Company are prepared and presented separately

The Company has the following long term investments:
2014 2013
(Direct holding percentage)

22

23

Name of Company

Subsidiaries

- Global Econo Trade (Private) Limited 100 100
- First Treet Manufacturing Modaraba Limited 898 898
Associates

- Loads Limited 20.82 2082

Statement of compliance

These financial statements have been prepared In accardance with approved accounting standards as
applicable in Pakistan and the requirements of the Companias Ordinance, 1984. Approved accounting
standards comprise of such International Financial Reporting Standards (IFRSs) issued by the International
Accounting Standards Board as are notified under the prowisions of the Companies Ordinance, 1984
Wherever, the requirements of the Companies Ordinance, 1984 or directives (ssued by the Securities and
Exchange Commiission of Pakistan differ with the requirements of these standards, the requirements of
Companies Ordinance, 7984 or the requirements of the said directives shall prevail

Basis of measurement

Thesefinancial statements have been prepared under the histoncal cost convention except forinvestments
classified as imvestment at fair value through profit and loss and available-for-sale which are stated at fair
valug and obligations in respact of superanniuation and gratuity schemes which are measured at present
value, while land and buildings are stated at revalued amounts. In these financial statements, except for
the cash flow statement, all the transactions have been accounted for on accrual basis.
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2.4 Functional and presentation currency

These financial statements are presented in Pakistan Rupees which is also the Company's functionial
currency. All financial information presented in Pakistan Rupees has been rounded fo the nearest
thousand of rupees

Use of estimates and judgments

The preparation of finandial statements in conformity with approved accounting standards requires management
to make judgments, estimates and assumptions that affect the application of policies and reported amounts of
assets and liabilities, income and expenses. The estimates and assotiated assumptions and judgments are based
on tistorical experience and various other factors that are believed to be reasonable under the circumstances, the
rasult of which form the basis of making the judgments about carrying values of assefs and liabilities that are not
readily apparent fram other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting estimates
are recognized in the period in which the estimate Is revised If the revision affects only that period, or in the period
of revision and future neriods i the revision affects bath current and future periods

The areas where various assumptions and estimates are significant to the Company's financial statements or
where judgments were exeroised inapplication of accounting policies are as follows:

Note
= Employee retirement benefits 5.1
- Taxation 5.2
= Residual values and useful lives of depreciable assets 53
- Prowisions 519
- Contingent liabilities 522

New and revised approved accounting standards, interpretations and amendments thereto

The following standards, amendments and interpretations of approved accounting standards will be effective for
accounting periads beginning on or after 01 July 2014

IFRIC 21- Levies ‘an Interpretation on the accounting for levies imposed by governments' (effective for annual
perinds beginning on or after 1 January 2074). IFRIC 21 is an interpretation of IAS 37 Provisions, Contingent
Liahilities and Contingent Assets. IAS 37 sets out criteria for the recognition of a liability, one of which is the
requirement for the entity to have a present obligation as a result of a past event (known as an obligating
event). The Interpretation clarifies that the obligating event that gives rise to a liability to pay a levy is the activity
described in the relevant legislation that triggers the payment of the levy.

Offsetting Financial Assets and Financial Liabilities (Amendments to IAS 32) — (effective for annual periods
beginning on or after 1 January 2014). The amendments address inconsistencies in current practice when
applying the offsetting criteria 10 1AS 32 Financial Instruments: Presentation. The amendments clarify the
meaning of ‘currently has a legally enforceable nght of set-off’; and that some gross settlement systemns may be
considered equivalent to net settiement. '
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= Amendment to IAS 36 "Impairment of Assets” Recoverable Amount Disclosures far Non-Financial Assets
(effective for annual periods beginning on or after 1 January 2014). These narrow-scope amendments to IAS 36
Impairment of Assets address the disclosure of information about the recoverable amount of impaired assets if
that amount is based on fair value less costs of disposal.

- Amendments to IAS 38 "Financial instruments: Recognition and Measurement” Continuing hedge accouniting
after derivative novation (effective far annual periods beginning on or after 7 lanuary 2014). The amendments
add a lirmited exception to IAS 39, to provide relief from discontinuing an existing hedging relationship when a
novation that was not contemplated in the original hedging documentation meets specific criteria:

- Amendments to IAS 19 "Employee Benefits" Employee contributions — @ practical approach (effective for
annual perinds beginning on or after 1 July 2014). The practical expedient addresses an issue that arose when
amendments were made in- 20717 to the previous pension accounting requirements. The amendments introduce
arelief that will reduce the complexity and burden of accounting for certain contributions from employees or third
parties. The amendments are relevant only fo defined benefit plans that involve contributions froem emplayees
or third parties meeting certain criteria.

- Amendments toIAS 38 Intangible Assets'and IAS 16 'Property, Plant and Equipment’ (effective for annual periods
beginning on orafter 1 lanuary 2016} introduce severe restrictions on the use of revenue-based amortization for
intangible assets and explicitly state that revenue-based methods of depreciation cannot be used for property,
plant and equipment. The rebuttable presumption that the use of revenue-based amortization metheds for
intangible assets s inappropriate can be overcome only when revenue and the consumption of the economic
benefits of the intangible asset are ‘highly correlated’ or when the intangible asset is expressed as a measure
of revenue

- IFRS 10 Consalidated Financial Statements' — (effective for annual periods beginning on or after 1 January 2015
replaces the part of IAS 27 'Consolidated and Separate Financial Statements. IFRS 10 introduces a new approach
to determining which investees should be consolidated, The single madel to be applied in the contral analysis
requires that an investor contrpls an investee when the investor is exposed, or has rights, to variable returns
from its involvement with the investee and has the ability to affect those returns through its power over the
investee. IFRS 10 has made consequential changes to IAS 27 which is now called ‘Separate Financial Statements'
and will deal with only separate financial statements.

- IFRS 11 ‘Joint Arrangements’ (effective for annual periods beginning on or after 1 January 2015) replaces IAS
31 ‘Interests in loint Ventures' Firstly, it carves out, frem 1AS 37 jointly controlled entities, those cases in
which aithough there is a separate vehicle, that separation is ineffective in certain ways. These arrangements
are treated similarly to jointly controlled assets/operations under 1AS 31 and are now called joint operations.
Secondly, the remainder of I1AS 31 jaintly cantrolled entities, now called joint ventures, are stripped of the free
choice of using the eguity method or proportionate consolidation; they must new always use the equity method.
IFRS 11 has also made consequential changes in IAS 28 which has now been named 'Investment in Assaciates
and Joint Ventures' The amendments requiring business combination accounting to be applied to acquisitions
of interests in a joint operation that constitutes a business are effective for annual periods beginning anor after
1 January 2016,

- IFRS 12 'Disclosure of Inteérestin Othér Entities' (effective for annual periods beginning an or after T January 2015)
combines the disclosure requirements for entities that have interests in subsidiaries, joint arrangements (i.e.
joint operations or joint ventures), associates and/or unconsolidated structured entities, inta one place,

- IFRS 13 'Fair Value Measurement’ effective for annual periods beginning on er after 1 January 2015) defines
fair value, establishes a framework for measuring fair value and sets out disclasure requirements for fair value
measurements. IFRS 13explains how to measure fair value when itis required by other IFRSs. it does notintroduce
new fair value measurements, nor does it eliminate the practicability exceptions to fair value measurements that
currently exist in certain standards.
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Amendment to IAS 27 'Separate Financial Statement’ (effective for annual periods beginning on or after 1 January
2016). The amendments to IAS 27 will allow entities to use the eguity method to account for investments in
subsidiaries, joint ventures and associates in their separate financial statements

Annual Improvements 2010-2012 and 2017-2013 cycles (most amendments will apply prospectively for annual period
beginning on or after 1 July 2014), The new cycle of improvements contain amendments to the following standards:

- |FRS 2 ‘Share-based Payment. IFRS 2 has been amended to clarify the definition of 'vesting condition’ by
separately defining ‘performance condition’ and ‘service condition’. The amendment also clarifies both: how to
distinguish between a market condition and a non-market performance condition and the basis on which a
performance condition can be differentiated from a vesting condition

—  |FRS 3 ‘Business Combinations’. These amendments clarify the classification and measurement of contingent
consideration in'a business combination. Further IFRS 3 has also been amended to clarify that the standard does
not apply to the accounting for the formation of all types of joint arrangements including joint operations in the
financial statements of the joint arrangement themselves,

- IFRS 8 ‘Operating Segments’ has been amended to explictly require the disclosure of judgments made by
management in applying the aggregation criteria. |n addition, this amendment clarifies that a reconciliation of
the total of the repartable segment’s assets to the entity assets is required anly if this information Is regularly
pravided to the entity’s chief operating decision maker. This change aligns the disciosure requirements with
those for segment liabilities.

- Amendments to IAS 16 ‘Property, plant and equipment’ and IAS 38 'Intangible Assets' The amendments clarify
the requirements of the revaluation model in IAS 16 and IAS 38, recognizing that the restatement of accumulated
depreciation |amortization) is not always proportionate to the change in the gross carrying amount of the asset

- |AS 24 'Related Party Disclosure’. The definition of related party is extended to include @ management entity that
provides key management personnel services to the reporting entity, either directly or through a group entity.

= IAS 40 ‘Investment Property’. IAS 40 has been amended to clarify that an entity should: assess whether an
acquired property is an investment praperty under IAS 40 and perform a separate assessment under IFRS 3 to
determine whether the acquisition of the investment property constitutes a business combination.

5 Summary of significant accounting policies
54 Employee retirement benefits

Defined contribution plans
The Company has maintained four contributory schemes for the employees, namely provident fund,
service fund, housing fund and benevelent fund

il A recognized contributory provident fund scheme narely "Treet Corporation Limited - Group
Employees Provident Fund” is in operation covering all permanent employees. Equal monthly
cantributions are made both by the Company and employees in accordance with the rules of the
scheme @ 10% of the basic salary

i) A recognized contributory fund scheme namely "Treet Corporation Limited - Group Employee Service
Fund” is.in aperation which covers all permanent management empioyees, In accordance with the
rules of the scheme, equal monthly contributions are made bath by the Company and employees @
10% of basic salary from the date the employee gets permanent status. Additional contributions
may be made by the Company for those employees who have at most 15 years of service remaining
before reaching retirement age, however, employee can start their additional contribution abave the
threshaold limit of 10% of the basic salary at any time.
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i) A recognized contributary fund scheme namely “Treet Corporation Limited - Group Employees
Benevalent Fund” in operation for the benefit of employees if the employee opts for the scheme
The contributions to the fund are made @ 10% of employees:basic salary on monthly basis by both
employee and the employer. Periodic bonuses by the Cormpany to all the employees in any year, not
exceeding one month's basic salary of an emploves, is credited to his personal account in the Fund at
the sole discretion of the Company

v} An unrecognized contributory fund scheme namely “Treet Corporation Limited - Group Employees
Housing Fund Scheme” is in operation covering permanent management employees with minimum
five years of service with the Company Equal contnbutions are made monthly bath by the Company
and employees in accordance with the rules of the Scheme at 20% of the basic bay.

Defined benefit plans

An approved funded gratuity scheme and a funded superannuation schemes are in operation for all
employees with qualfying service periods of six months and ten years respectively. These are operated
through "Treet Corperation Limited - Group Employees Gratuity Fund" and “Treet Corporation Limited -
Group Employee Superannuation Fund' respectively. The Company's net obligation in respect of defined
benefit plans is calculated separately for plan by estimating the amount of future benefits that employees
have earned in current and prior periods, discounting that amount and deducting the fair value of any plan
assets

The calculation of defined benefit abligation is performed annually by a qualified actuary using the projected
unit credit method. When calculating results in a potential assets for the Company, the recognized asset is
limited to the present value of economic benefits available in the form of any future refunds from the plan
or reduction in future contributions to the plan;

As referred to in note 6, the Company has changed its accounting policy with respect to the recognition
of actuarial gains and losses related to its defined benefit plan

Re-measurement of net defined benefit liability, which comprise of actuarial gains and losses, the return on
plan assets (excluding interest) and the effect of the asset ceiling (if any, excluding interest) are recognized
Imrnediately in other comprehensive income. The Company determines net interest expense/(income) on
the defined benefit abligation for the periad by applying the discount rate used to measure the defined
benefit obligation at the beginning of the annual period to then-net defined benefit, taking into account
any change in the net defined benefit obligation during the period as a result of contributions-and benefit
payments. Net interest expense and other expenses related to defined benefit plans are recognized in
profitand loss.

Taxation
Incame tax on the profit and loss for the year comprises current and deferred tax.
Current

Provision for current taxation is based on taxable income for the year at the current rates of taxation after
taking into-account available tax credits and tax rebates. The charge for current tax includes adjustments
to charge for prior years, If anv.

A\
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Deferred tax is recognized for using the balance sheet liability method, on all major temporary differences
at the balance sheet date between the tax base of assets and liabilities and their carrying amounts for
financial reporting purposes

Deferred tax liabilities are recognized for all taxable temporary differences. Deferred tax assets are
recognized for all deductible temporary differences and carry-forward of unused tax losses, to the extent
that it is probable that taxable profit will be available against which the deductible temporary differences
and/ar carry-forward of unused tax losses can be utilized.

The carrying amount of all deferred tax assets is reviewed at each balance sheet date and reduced to the
extent that it s no longer prababie that sufficient taxable prafits will be available to allow all o part of the
deferred tax assets to be utilized

Deferrad tax assets and liabilities are measured at the tax rates that are expected to apply to the periad
when the asset is raalized or the liability is settled, based on tax rates (and tax laws) that have been
enacted or substantively enacted at the balance sheat date

Property, plant and equipment

These are carried at tost except for freshold land and buildings, which are stated at revalued amount
However, freehold land and buildings which were purchased subsequent to last revaluation date are
carried at cost

Surplus on revaluation of property, plant and equipment is credited to the surplus on revaluation account.
To the éxtent of the incremental depreciation charged on the revalued assets the related surplus an
revaluation of property, plant and equipment is transferred directly ta unappropnated profit

Capitalization threshold

Following are the mimmurm threshold imits for capitalization of indiviidual items:

Particulars Rupees
Building on free hold land 50000
Planit and machinery 10,000
Office equipments 8,000
Furniture and fixture 10,000
Others 10,000

On disposal or scrapping, the cost of the assets and the correspanding depreciation is adjusted and the
resultant gain or losss dealt with through the profit and Ioss account.

Depreciation is charged to income, unless it 15 included I the carrying amournt of another asset, an
straight-line method whereby cost of an asset is written off over its estimated useful life at the rates
given in note 7.1
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Depreciation on additions is charged from the day on which an asset is available for use till the day the
asset Is fully depreciated or disposed off. Where an impairment loss is recognized, the depreciation charge
Is adjusted in the future periods toallocate the assets revised carrying amount over its estimated useful
Iife.

Incrernental depreciation charged for the period on revalued assets is transferred from surplus on
revaluation of fixed assets to retained earnings during the year

Residual value and the useful life of an asset are reviewed at least at each financial year end.
Assets, which have been fully depreciated, are retained in the books at a nominal value of Rupee 1.

Subsequent costs are included in the asset's carrying amount or recognized as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the itern will flow to
the Company and cost of the item tan be measured reliably. All other repairs and maintenance costs are
charged to expense as and when incurred,

Capital work-in-progress

Capital work-in-progress represents, expenditure on property, plant and equipment in the course of
canstruction and installation. Transfers are made ta relevant category of property, plant and equipment
as and when assets are available for use. Capital work-in-progress is stated at cost, less any identified
impairment loss.

Investment property

Property not held for own use or for the salé in the ordinary course of business is classified as investment
property. The investment properties of the Company comprised of land and buildings and are valued using
the cost method and are stated at cost less any-accumulated depreciation and any identified impairment
loss.

Depreciation on investment property other than freehold land is charged to profit and loss account on
straight-line method 50 as to write-off the depreciable amount of building over its estimated useful life at
the rate of 5 per cent per annum. Depreciation on additions is charged from the day the property becomes
available for use till the day the property is fully depreciated or disposed off,

The property's residual values, depreciation method and useful life are reviewed at each balance sheet
date and adjusted if the impact on depreciation is significant.

On disposal, the cost of the property and the corresponding depreciation is adjusted and the resultant
gain or loss is dealt with through the profit and loss account.

Non-current assets held for sale

Non-current asset are classified as assets held for sale when their carrying amount is to be recovered
principally through a sale transaction and sale is considered highly probable. They are stated at lower of
carrying amount and fair value less costs to sell.
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Investments

Investments in subsidiaries and associates are initially recognized at cost. At subsequent reporting dates,
the recoverable amounts are estimated to determine the extent of impairment losses, if any, and carrying
amounts of investments are adjusted accordingly. Impairment losses are recognized as expense. Where
impairment losses subsequently reverse, the carrying amounts of the investments are increased to
the revised recoverable amaunts but limited to the extent of initial cost of investments. A reversal of
impairment loss 1s recognized in the profit and loss account.

Investments available-for-sale

investmmients classified as investments avallable-for-sale are initially recognized at cost, being the fair
value of consideration given. At subsequent dates, these investments are re-measured at fair values
(quoted market price), uniess fair value cannot be measured reliably. The investment for which quoted
market price is not available, are measured at cost as it is not possible to apply any other valuation
methodology. Unrealized gains and losses anising from changes in fair values are directly recognized in
equity in the period in which these arise,

All purchases and sales of investments are recognized on the frade date which is the date that the

Company commits to purchase or sell the investment. Cost of purchase includes transaction cost.

At each balance sheet date, the Company reviews the carrying amounts of the investment to assess
whether there is any indication that any investment has suffered an impairment loss. If any such
indication exists, the recoverable amount is estimated in order to determine the extent of the impairment
loss, if any. Impairment lesses arerecognized as expense In the profit and loss account. Impairment losses
recognized in the profit and loss account on equity instruments are not reversed through the profit and
loss account

Held-to-maturity investments

Investments with a fixed maturity that the Company has the intent and ability to held to maturity are
classified as held-to-maturity investments. These are initially recognized on trade date at cost and
derecognized by the Company on the date it commits to sell them off, At each balance sheet date held-
to-maturity investments are stated at amortized cost using the effective interest rate method.

Investments at fair value through profit and loss

Investments which are acquired principally for the purpose of generating profits from short term
fluctuations in price or dealer margin are classified as "Investments at fair value through profit and loss

account”. These are initially recognized on trade date at cost and derecognized by the Company on the

date it commits to sell them off. At each balance sheet date, fair value is determined on the basis of year-
end bid prices obtained from stock exchange quotations. Any resultant increase/ (decrease) in fair valueis
recognized in the profit and loss account far the year

Investrments are treated as current assets where the intention 1s to hold these for less than twelve
months from the balance sheet date, otherwise investments are treated as long-term assets.
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5.10
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Impairment

The Company assesses at each balance sheet date, whether there 1s any indication that asset may be
impaired. If such an indication exists, the carrying amount of such assets is reviewed to assess whether
they are recorded In excess of their recoverable amount, Where carrying values exceed their respective
recoverable amounts, assets are written down ta their récoverable armount and resultingimpairment loss
is recognized in income currenitly. The recoverable amount is higher of an asset's fair value less costs to
sell and value in use

Where an impairment loss 1s recognized, the depreciation charge is adjusted in the future periods to
allocate the asset's revised carrying amount over its estimated useful life. Where an impairment loss
subsequently reverses, the carrying amount of the asset is increased to the revised recoverable amount
but limited to the extent of initial cost of the asset. A reversal of the impairment loss is recognized in
income.

Stores and spares

These are valued at the moving average cost except for items in transit, which are valued at invoice price
and related expenses incurred upto the balance sheet date. Adequate provision is made for-slow moving
itemns. The company reviews the carrying amount of stores and spares on a regular basis and provision is
made for obsolescence if there is any change in usage pattern-and physical form of related stores, spares

-and loose tools.

Stock-in-trade

Stock of raw materials, packing matenals, work-in-process and finished goods is valued at lower of
moving average cost except for stock in transit which is valued at invoice price and related expenses.
Cost in relation to work-in-process and finished goods includes prime cost and appropriate proportion of
production overheads. Net realizable value signifies the estimated selling price in the ordinary course of
business less estimated costs to complete and to make the sale

Trade debts

Trade debts are carried at original invoice amount which is the fair value of consideration receivable less
an allowance for doubtful debts based on a review of all outstanding-amounts at the year end. Balances
considered bad and irrecoverable are written off as and when identified.

Foreign currency translation

Transactions denominated in foreign currencies are translated to Pakistani Rupees, at the foreign
exchange rate prevailing at the date of transaction. Monetary assets and liabilities.in foreign currencies
are translated into Pakistani Rupees at the foreign exchange rates at the balance sheet date. Foreign
axchange gains and losses are taken to the profit and loss account.

Revenue recognition

{i) Revenue represents the fair value of the consideration recelved or receivable for goods sold, net
of discounts and sales tax. Revenue is recagnized when it is probable that the economic benefits
assocated with the transaction will flow to the Company and the amount of revenue, and the
associated cost incurred, or to be incurred, can be measured reliably,
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Reveriue from sale of goods is recognized when the significant risk and rewards of ownership of
the goods are transferred to the buyer i.e. on the dispatch of goods to the customers.

(ii) Interest / mark-up is accrued on a time proportion basis by reference to the principal outstanding
and the applicable rate of return.

(iii) Dividend income is recognized when the right to receive payment is established.

(iv) Return on bank deposits; investments and interest on loans is-accounted for on a time
proportionate basis using the applicable rate of return/ interest,

(v) Other revenues are recorded on accrual basis.

Borrowing cost

Borrowing costs are interest or other costs incurred by the Company in connection with the borrowing of

funds. Borrowing costs that are directly attributable to qualifying assets are capitalized as part of costof

thatasset.

Financial instruments

(i} Financial assets and financial liabilities are recognized when the Company becomes a party to
the contractual provisions of the instrument,

(i) Financial assets are de-recognised when the Company loses control of the contractual rights
that comprise the financial asset.

(i) Financial liabilities are de-recognised when they are extinguished, that is, when the obligation
specified in the contract is discharged, cancelled or expired.

{iv) The particular measurement methods adopted are disclosed in the individual policy statements
associated with each iterm.

{v) Einancial ‘assets and liabilities are offset and the net amount is reported in the finandial
'statemnents only when there s a legally enforceable right to set off the recognized amount and
the Company intends either to settle on a net basis or to realize the assets and to settle the
liahilities simultaneously.

Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the purpose of cash flow statement,

cash and cash equivalents comprise of cash in hand, current and deposit account balances with banks and

outstanding balance of running finance facilities availed by the Company.

Trade and other payables

Liabilities for trade and other amounts payable arecarried at cost which is the fairvalue of the consideration
to be paid in future for goods and services
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5.18  Offsetting of financial assets and financial liabilities

Afinancial asset and a financial liability 15 offset and the net amount is reported in the balance sheet
if the Company has a legally enforceable right to set-off the recognized amounts and intends either to
setlie on a net basis or to realize the asset and settle the liability simultaneously.

519  Provisions

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

5.20  Research and development costs
Researth and development costs are charged to income as and when incurred
521  Dividends

Dividend distribution to the shareholders is recognised as a liability in the periad in which the dividends
are approved

522 Contingent liabilities
A contingent liability is-disclosed when;

= there is a possible obligation that arises from past events and whose existence will be confirmed
only by the occurrence or non-occurrence of one or more uncertain future events not whaolly
within the control of the Company; or

= there is present obligation that arises from past events but it is not probable that an outflow of
resources embodying economic benefits will be required to settle the obligation or the amount of
the obligation cannot be measured with sufficient reliability.

& Change in accounting policy - Employee retirement benefits

During the year, as a result of rewision in IAS 19 "Employee Benefits’, the Company has changed its accounting
policy with respect to the recagnition of actuarial gains and lusses related to its defined benefit plans.

Under revised |AS 18, the Company determines the nat interest expense (incame) on the net defined benefit
liahility (asset] for the period by applying the discount rate used to measure the defined benefit obligation at the
beginning of the annual period to then - net defined benefit liability (asset), taking into account any changes in
the net defined benefit liability (asset) during the period as a result of contributions and benefit payments. All the
changes in the present value of defined benefit obligation are now recognized in statement of comprehensive
income and the past service costs are recognized in profit and loss account, immediately in the period they accur.

Previously, the Company recognized actuarial gains/losses over the expected average remaining warking lives

of the current employees, to the extent that unrecognized actuarial gains/losses exceads 10 percent of present
value of defined benefit obligatian.

The change In accounting policy has been applied retrospectively and resulted in the following changes:
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Note

2013

(Rupees in thousand)

2012

a) Balance sheet

increase in employee retirement beriefits obligation 65,892 37.258
Increase in advances, deposits, prepayments
and other receivables 13,467 5626
Decrease in deferrad tax hiability (10,714) {6170)
Decrease in unappropriated profit (61,710) (24:,462)
2013
(Rupees in
theusand)
b) Statement of comprehensive income
Decrease in other comprehensive income due to re-measurement
of employee retirement benefits - net of tax 18017
2014 2013

(Rupees in thousand)

7 Property, plant and equipment

Operating fixed assets 7. 2455710 1502475
Capital work-in-progress i 135,712 328456
2591422 1,830,271
7.1  Property, plant and equipment
Annual Revaluation Accumulated  Depreciation  Accumulated
rate of Costasat surplus Costasat  depreciation charge/ depreciation Book value
deprecia- 01 July Additions/  during the 30 june asat (deletions) asat asat
tion 2013 (Deleticns) year 2014 01July2013  fortheyear  30June2074 30 June 2014
% - {Rupees in thousand}
Owned
Freshold land = 719715 s Lu80s0 1227805 = - - 1,227.805
Buildings on free hold
latid 5 444,190 23,694 147857 615,741 140558 22622 163,180 452,561
Ptant & machinery 10 832802 402441 - 1232267 533533 53,595 584,152 648,115
(2976) (2976}
Fursiture and equipment. 10-25 45677 5553 - 5039 33,089 3432 36,032 14,364
(B34) (89}
\ehicles 20 177,009 51,578 - 184,126 69,738 33074 71,261 112865
(66,667) = (31.551)
2014 2279393 483266 595947 3310335 776918 112,723 B54,625 2,455,710
(48271) - {35016)
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Annual ceumuiated Deprecabon  Acgumulated
rate of CRtinn charge/ depreciaton Book value
deprecia- as at (detetions) asat asat
tion L O July 2072 fortheyear 3 22013 30juns 2013
1 e - ———{Rupees in thousandl———— -
Owned
Fraehold land - 779,715 779715 - - 779715
Bulldings on free hold
‘and 5 L4378 13835 = L08150 121,977 22457 160558 303632
(12,738} {3806}
Plant & machinery o] 756695 77089 = B32802 L85594 £82590 BA3EIZ 299,289
{582} (751)
Furmiture and eguipment 1B-25 L4, F7 2594 - L5577 30483 3273 33088 125E8
[1:291) |B&7)
Vehicles 20 154806 51335 - TIT0e8 55554 31,532 69,738 107,271
(29,132) [17.788)
2013 2178883 144653 2.2 .-’9.393 6533988 105942 776918 1502475
(a1 43) [22012)

A0 Land and buildings were first revalued on 17 November 2003 by an independent valuer M/s Indus
Surveyors (Member of Insurance Surveyars Association of Pakistan). Subsequently, freehold land and
bulldings were revalued on 30 June 2009 by M/s BFA (Private) Limited (Membar of Insurance Surveyors
Assotiation of Pakistan) resulting in net surplus of Rs. 642,57 million. As at year end, land and buildings
have been revalued by M/s Zafar Igbal 8 Co (PBA approved valuators, inspectors and engineers) resulting
in surplus of Rs. 595.95 million. Land was revalued on the basis of current market value and buildings
have been revalued on the basis of replacement value.

72 Had there been no revaluabion, the net book value of specificclasses of aperating fixed assets would have
amaunted to:

2014 2013

Note (Rupees in thousand)
Land 111,833 111,933
Buildings 202,283 183281

314,216 305214




Financial Statements 159

Financial Statements

Buitasss B

7.1.3  The following assets were disposed off during the year
Accumulated Boak Sale Mode
Particulars Cost depreciation value pracesds Profit o of dispasal Soid to
Vehicles
Homda Cuc =] 3B WT |rrirar) Az -\
71 Mt Mubammad Anf
Mr. 21T T\'T'JEHBI
MAr Ay hmaid
Mr ljaz-ul-Hag
W srhems Mr. Wasi Rasheed
H Mr Masesr
M
M Misar Anmad
Mr, Muhammad Azeem
M. Sheraz Mugeh >. pliyees
= ; Mk
£} 83 amimad Al
1 ay T
3 52 55 3
“—h 0, 3 1-; w
27754 6305 26 J&'ﬁ 18781
35016 13255 36179 22924
23012 13 15161
714 Depreciation charge for the year has been allotated as foliows:
2014 2013
Note (Rupees in thousand)
(Cost of goods sold 29 78426 72,228
Admimistrative expenses 30 26,838 25242
Distribution cost 3 7,459 8472
112,723 105947
7215 No impairment refating to property, plant and equipment was identified during the period
7.2 Capital work-in-progress
Civil works 3,490 10,109
Plant and machinery 94,265 318387
Advances for capital expenditure 37,957 =
135,712 328486
Long term investments
At cost
— Subsidiary companies 81 1,221,499 1,221,699
— Associate 82 162,529 162529
_Availab|e~for-s-aie investments 83 15,004 27449
1,399,032 1411477
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2014 2013
- (Rupees in thousand)

8.1 Subsidiary companies - at cost
Global Econo Trade (Private) Limited 811 50,000 50,000
First Treet Manufacturing Modaraba 812 1,171,499 1171499

1,221,499 1221498

81.1 This represents 4,995,996 (2013:4,599,996) ardinary shares of Rs. 10 each in Global Econo Trade (Private)
Limited (GET). The Company holds 99.99% (2013 99:99%) equity shares in GET

8.1.2 This represents 117,148871 (2013: 117,149.871) ordinary certificates of Rs. 10 each in First Treet
Manufacturing Modaraba (FTMM). The Company holds B9.8% (2013; 83.8%) issued certificates in FTMM,

82 This represents investment in Loads Limited, an associated company. The Company holds 1,249,260
(2013: 1,249,260 ordinary shares of Rs. 10 each representing 2082% (2013: 20.82%) interest in equity
shares of Loads Limited. These ordinary shares have a cost of Rs. 162.53 million (2013: Rs, 162.53
million).

8.21 Loads Limited is an un-quoted Public Limited Company having break-up value per share as per latest
available audited financial statements of 30 June 2013 amounting to Rs. 179.07 (2013: Rs. 165.04) per
share,

83 Available-for-sale investments
Quoted investments 8.3.1 52 12,497
Un-guoted investments 832 14,952 14,952

15,004 27448
Number of ordinary
shares of Cost Market Value Percentage of holding
Rs. 10 each
2014 2013 0% 2013 2014 2013 2014 2013
Number Number {Rupees in thousand) {Rupees in thousand) % %
831 Quoted investments

Associated undertakings

ZIL Limeted 500 5 | 3 52 53 0.009 0.009

Ada Unreshzed gain | 459

52
Gl nvestriertt Bank Limited & 54855 = ‘ E 12464k = 308
Adeh =
o 5; 52 12497
Latest available audited
financial statements Number of ordinary
for the year ended shares of Rs 10 each Cost Percentage of holding
2014 2013 2014 2013 2014 2013
Note Number _ Mumber {Rupees in thousand) % %
832 Un-guoted investments
B3.21 31 Decamber 2072 748879 8593 ] i 8593 ‘ 0.74 0.74
(7o38) || (7038
1,555 1555
8321 1 Decammber 2013 956,172 10,150 10150 2.26 226
B3.21 December 2013 36891 3247 3247 227 227
= 14,952 16,2352

83.21

8322

The break-up value per share as pey latest available audited financial statements for Techiogm International Limited, Systems Limited and

\isionet Systems incorporation s R

The ordinary shares of Loads Limited and Systems L

mited have p

S8 1, raspactively

3:Rs. 22.26) and Rs. 155.05 (2012 Re. 124.4) per share respectively

value of Rs. 10 each, whergas, the ordinary shares of Techlagix International
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2014 2013
Note (Rupees in thousand)
9 Long term loans
Loan to housing fund - unsecured = 1848
Loans to employees - secured, considered good 9.1 8492 88595
Less :current portion
Loan to housing fund - unsecured 15 - (1.848)
Loan to employees - secured, considéered good 15 (7,250) (7.194)
(7,250) (9042)
1,242 1,701
9.1 These are interest free loans to the Company's employees for construction of house and purchase of
cycles, which are repayable in menthly installments over a period of 12 to 24 manths and are secured
against employee retirement benefits. These include anamount of Rs, 549 million (2013:Rs. 6.21 millian)
receivable from the executives of the Company. Na loan has been given to directors and chief executive
of the Company.
9.2 Reconciliation of the carrying amount of loans to executives:
Balance as at 07 July 6,209 2276
Disbursements during the year 9,097 6916
Repayments during the year (9,820) (2983
Balance as at 30 lune 5486 6,205
9.3 The maximum amount due from the executives at the end of any month during the year was Rs. 549
million {2013: Rs. 6.21 million).
10  Long term deposits
Long term deposits 101 10,564 10489
10,564 10489
101 This represents deposits against utilities.
11 Stores and spares
Stores 26,011 12,720
Spares 171 119,855 108,756
145,866 121476

111 Itincludes spares in transit amounting to Rs. 2.18 million (2013 Rs. 5.34 million).

11.2  Storesand spares include items which may result in fixed capital expenditure but are not distinguishable

161
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2014 2013
) Note (Rupees in thousand)
12 Stock-in-trade
Raw and packing materia 129 345,641 363580
Work-in-procass 51,711 47 273
Fimshed goods T2.2 71,201 87479
468,553 458,332
Raw material stock not useable written off 25 (1,542) {1,193)
467,011 497,139
12.1 itincludes raw material in transit amounting to Rs. 54.55 million (2013: Rs. £0.95 million)
12.2 The amount charged to profit and foss account on-account of write down of finished goods fo net
reauzanle value amounts to Rs. 11.20 million (2012 Nil).
13 Trade debts
Foreign debtaors
Foreign- secured, considered good | 57339 | 12_,095
|
- Foreign-unsecured - considered good 84,604 58400 B
141,943 70,455
Local debtors - unsecured
- Considered good
Giobal Econo Trade (Private) Limited -
subsidiary company 131 & 272254 I | 272254 |
|
Others 13388 | 4775 |
285642 277029
Cansidered doubtful 13.2 - 4565
427,585 347,983
Less: Provision for doubtful debts = 4B5
427,585 347524
13.1 The maximum aggregate amount dus from subsidiary company at the end of any month during the year
was Rs. 272.25 million (2013: Rs. 272.25 miillion)
13.2 The movement in provision for doubtful debts for the vear is as follows:
Balance as at 07 July 465 465

Written off during the year (465) =

Balance as at 30 June = LES
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13.3  This balance is outstanding for mare than 360 days.

2014 2013
Note (Rupees in thousand)
14 Short term investments
Investment at fair value through profit or loss
Listed equity securities 141 630,639 495479
Mutual funds 14.2 = 2037
Future market 14.3 = 5187
o 630639 506653
14,1 Details of investment in listed equity securities are stated below
Share / certificates Market value
2014 _ 2013 2014 2013
Number Number (Rupees in thousand)
Sector /Companies -
Banks
Bank lslami Pakistan Limited - 400000 - 2606
Investment Capital Investment
Bank Limited = 200,000 - 312
Silk Bank Limited 15,492,000 149,500 31915 338
Standard Chartered Bank
Pakistan Limited 226,500 = 5492 =
Modaraba
First Al Noor Modaraba E 366,500 = 1836
Sugar and allied industry
Al-Noor Sugar Mills Limited 866,500 527,000 31,766 43,569
The Thal industnes Corporation
Limited 315 25315 15 1,005

Cable and electrical goods

Siemens Pakistan Engineering

a1
(=
~J
o

Company Limited - 55,400 = B
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Share / certificates - Market value
2014 2013 2014 20713
Number ’\I;grz'-.ber (Rupees in thousand)

Textile

Indus Dyeing and Manufactunng

Company Limited 468,310 450,010 337642 265,281
Barinu Woalen Mills Limited 1658625 1,182,500 124563 50934
Sunrays Textiles Mills Limited 20,800 1,000 5070 194
Isiand Textile Mills Limited = 1,300 = 775
Shahta) Textile Lirmited 654,800 309,000 75,344 11,433
Maghoo! Textiles Mills Lirnited 355,000 = 7,721 =
Premium Textile Mills Limited 1,800 = 219 -
Hira Textiles Mills Limited 327,000 = 3,263 -
Paint
Berger Paints Pakistan Limited - 52,000 - 1,201
Akzo Nobel Pakistan Limited - 545800 ., 33059

Miscellaneous

Transmission Engineering

Industries Limited 14.1.1 133,000 = 193 o
Baluchistan Wheels Limited 113,000 208,000 4,803 10,192
National Sitk & Rayon Mills Limited 40,000 - 2,347 =
Bawany Air Products Limited - 11,500 - 169
Emco Industries Lirmited = 37,500 = 13
Lainer Pak Gelatine Limited 15,000 21,000 286 336

630,639 459429
14.1.1 Trading in the equity stocks of the Transmission Engneering Industries Limited was

suspended as on 30 June 2014 by Karachi Stock Exchange,
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14.2 Details of investrment in mutual funds are stated below:
Units Market va;ue
2014 2013 2014 2013
Number Number (Rupees in thousand) i
15 Cash Fund - 19,385 - 2037
- 2037
14.3 Details of investment in future market is stated below:
QOunces Market value
2014 2013 2014 2013
Number Number (Rupees in thousand)
Investment in cemmodities
(gold -spot future = 47 = 5,187
- 5187
2014 2013
Note (Rupees in thousand)
(Restated)
15  Loans, advances, deposits, prepayments and other receivables
Current portian of foan to housing fund = 1848
Current portion of loan te employees - secured,
considered good 9 7250 || 7,184
7.250 9042
Advarices to employees - secured, considered good 15.1 7141 24278
Advances - unsecured, considered good
Suppliers ’7 45,001 ‘ 96,708
Income tax | 235527 155,176
280528 251884
Margin depasits against fetters of credits 16,989 5.467
Prepayments 5,309 14,088
Insurance claim receivable from IGI Insurance Limited -
an associated undertaking 745 655
Advances to associated undertakings:
Wazir Ali Industries Limited 13 =
Loads Limited 142 142
IG! Insurance Limited 15,000 d -
152 15,155 142
Workers' profit participation fund 15.3 9531 8,796
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Note 2014 2013
(Rupees in thousand)
(Restated)

Receivable from statutory authorities

Expart rebate ’7 46,010 ‘ 32.9'3‘1—‘

Collector of customs 2226 546
Sales tax L 40,798 200
89,034 33677
Receivable from broker against sale of investments 2,704 248
Other recevable
- Related parties
Global Econo Trade (Private) Limited 46,539 —‘ 150 ‘
First Treet Manufacturing Modaraba 12,000 7,540
Employees Benevolent Fund 1,295 <
Superannuation Fund 1511 =
TCL Labor-Hire Campany (Private) Limited 15115 13467
Employees housing fund 7636 =
15.4 84,096 21,157
- Other _ 7,009 1,699
525,491 371127
15.1 These are interest free advances to employees in respect of sala ry, medical and travelling expenses and
are secured against employees retirement benefits. These include an aggregate amount of Rs. 1.76
million (2073: Rs. 1.09 million) receivable fram executives of the Company. These also include an amount
of Rs. 3.56 million (2013: Rs: 3.68 million) given to CEQ for travelling for business purpose.
15.2 Advances given to these companies for purchase of g0o0ds or services under nigrmal business trade as
per the agreed terms
153 Workers' profit participation fund
Balance receivable as at OT luly (8,796) (5,372)
Add -Charge_for the year 10474 11,576
1678 6,204
Less: Payments/adjustments during the year (11,209) (15,000)
Balance receivable as at 30 June {9,531) (8,796)
15.4 These represent amounts receivable from related parties for reimbursement of expenses and sharing of

comman expenses under narmal business trade as per the agreed terms.
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Note 2014 2013
(Rupees in thousand)

16  Cashand bank balances
Cash in hand 25683 17347
Cash at bank - local currency
Current accounts . 96.2% 43814
Saving accounts 16.1 | 325160 4822
421,456 48636
447,139 65583
16.1 These carry mark-up at the rates ranging from 7% to 8.75% per annum (2013: 6% to 8.25% per annum).
17 Non-current assets held for sale
These represent two pieces of land measuring 26 kanals and 9 marlas, and 138 kanals and 7 marias located al 34
km Ferozepur Road, Lahore and Mauza Kacha, Kasur respectively.
The Company entered into sale agreements for sale of these pieces of land in 2011 and the sale agreement was
expected to be completed after the receipt of full amount of sale consideration and transfer of title in the name
of tha buyer.
For the |land measuring 26 kanals and 9 marlas, the buyer made full payment in 2012, however, the title has
not been transferred to the buyer as some legal formalities are pending. The passession of the land has been
transferred to the buyer as per the terms of the sale agreement. This piece of land has been classified as held for
sale-on the expectation that the title will be transferred to buyer upon completion of fegal fermalities in due course.
For the land measuning 138 kanals and 7 marlas, the buyer has mmade certain payments aganst the saie
consideration amounting to Rs. 104 million (2013: Rs. 85 million). The buyer has requested for extension in the
payment period which-has been granted by the Company. The Company is committed to sell off this land to the
existing buyer and expects to complete the transaction within next 12 months.
18  Short term borrowings
Short term running finance - secured 181 132525 38595
Export refinance - secured 182 664,832 537585
797,357 576,180
18.1 The Company has arranged facilities for short-term running finance from various banks under mark-up

arrangement to the extent of Rs. 3550 million {2013: Rs. 2900 million). These carry mark-up at the rates
ranging from 9.39% to 11.21% per annum (2013:9.33% to 13.64% per annum). Running finance amounting
to Rs. 2225 million (2013:1,575 million) can be interchangeably utilized as export running finance: These
carry mark-up at the rate of 8.7% to 8% per annum (2013:8.7% to 11% per annum).

18.2 All short term borrowings of the Company are secured by way of joint first par passu hypothecation
charge of Rs. 4,736 million (2013: 3468 million) on the entire present and future current assets of the
Company. .
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Note 2014 2013
(Rupees in thousand)
(Restated)
19 Trade and other payables
Trade creditors
Related parties 18.1 16,792 13214
Others 15,282 26500
36,074 LO T4
Other creditors.
Related parties 192 1500 || 1502 |
Others 47,735 | I 41274 |
49,236 L2776
Accrued liahilities 202814 138719
Advances from custamers 25,667 42351
Advance against non-current assets held for sale 17 110,593 91,593
Warkers' welfare fund 193 3,880 4,389
Employees deposits 33923 37,080
Unclaimed dividend 4108 3,102
Withholding sales tax payable 2233 4851
Payable to broker = 4396
Other payables 6,143 3691
Payable to employee retirement benefit funds:
- Payable to gratuity fund 1947 72079 45647
- Payable to superannuation fund 1947 56,560 47,788
- Payable to service fund 2725 1832
- Payable to provident fund 185 2,258 3030
133,622 102,397
608,393 515,459
19.1  Related parties
Associated Undertakings
Packages Limited 3455 31
Bulleh Shah Packaging (Private) Limited 362 683
Subsidiary company
TCL Labor-Hire Company (Private) Limited 12,975 12,500
16,792 13214
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Note 2014 2013
(Rupees in thousand)
(Restated)
19.2 Related parties
Assoriated Undertakings
ZIL Limited 25 26
IG! Insurance Limited i 13
IGI investment Bank Limited 1463 1463
- 1,501 1,202
19.3  Workers' welfare fund
Balance as at 01 July 4,399 5007
Add; Charge for the year 3,980 4399
8379 9406
Less: Payments during the vear (4,399) {5,007)
Balance as at 30 June . 3,980 4,399 U

19.4 Employee retirement benefits

Mavement in the liability recognized in the balance sheet in respect of following funded schemes is given below:

Gratuity fund 72,079 4LB64LT
Superannuation fund 56,560 47,788
19:L.1 128639 87435

19.4.1 Present value of funded obligations

Gratuity Superannuation
2014 2013 2014 2013
-----——--(Rupees in thousand}---——--;—
{Restated) tRestated}-
Amounts recognized in balance sheet are as follows
Present value of defined benefit abligation 188515 151,609 172551 143877
Fair value of plan assets (116436) (101762) (115991) (96,189

Net retirement benefit obligation 72,079 L9BLT 56,560 47,788
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Gratuity Superannuation
2014 2013 o 2014 2071 3—
————————— {Rupees in thousand)---------
(Restated) (Restated)
19.4.2 Movement in net obligation
Net lizbility asat 01 July 48,647 37,549 47,788 31,253
Charge to profit and loss account
Treet Corporation Limited [ 1sg22 |[ 13370 |[ 13880 —‘ 1516 |
TCL Labor-Hire Company (Private) limited | 1192 i 4,189 —‘ 201 ‘ 3617 |
16,014 17565 13,781 15,133
Re-measurements thargeable |
other comprehensive income
Treet Corporation Limited 22,051 —I §,700 | 9,254 ‘ §—12,863 ‘
TCL Labor-Hire Comparty (Private) limited L1161 3046 || 487 | 037 |
23,212 12,745 9,741 16,900
Contribution made by the Company (16,794) (18217) (14,750) (15.498)
Net liability as at E'j June 72,079 L9847 5_6,560 47,788

19.4.3 Movement in the liability for funded defined benefit

obligations

Liability for defined benefit obligations as-at 01 July 151,409 123212 143977 117516
Benefits paid by the plan (14,170) (14854 (13,301) (16.558)
Current service costs 11,683 12,687 9538 11077
Interest cost 15,154 16018 14,419 15,277
Re-measurements on obligatio

Actuanal losses on present value )

- Chaniges in demographic assumptions = - | =
Changes in financial assumptions - = = -
Experience adjustments 24,439 | 14345 17,918 \ 16,711

439 1436 17918 16711
L:aml_lty fordefined benefit ohligations as at 30 June 188515 151,409 172,551 1&3.977 :

19.4.4 Movement in fair value of plan assets

Fair value of plan assets as at 01 July 101,762 85663 56,189 86,264
Contributions paid into the pian 16,794 18217 14750 15458
Benefits paid by the plan (14,170) (14,854) (13,301) {16,598}
Interest incame on plan assets 10,823 11,136 10,176 11,214
Return on plan assets excluding interest income 1,227 1,600 8177 (189)

Fair value of plan assets as at 30 June 116,436 101,762 115,991 96,188
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Gratuity Superannuation
Note 2014 2013 2014 2013
T e (Rupees in thousand}--------- :
19.4.5 Plan assets consist of the following:
Bond 75949 71,772 92,080 F2123
Equity 41,008 13037 20,998 12,792
Cash and other depgsits 38 [P 1,402 52
Others (559) 4,738 15H 3522
7.5.1 116,436 101,762 115,991 9o, 189
19.4.6 Plan assets
Plan assets comprise:
Term finance certificates 249 20272 180 18,723
Listed securities 35,142 11,106 20,998 12,792
Deposits with banks 38 12,715 1,602 7,152
Investment in mutual funds 5866 1931 = =
Gavernment securities 75,700 51,500 91,800 54,000
Advance/ payable to other fund (2,398) 1443 - =
Others 1839 2,795 1511 3522
116,436 101,762 115,991 96,185

Before making any investment degision, an Asset-Liability matching study is performed by the Board of Trustees
of the funds to evaluate the merits of strategic investments. Risk analysis of each category Is done to analyze
the impacts of the interest rate risk, currency risk and longevity risk

Gratuity Superannuation
2014 2013 2014 2013
I {Rupees in ihuusand} ---------
(Restated) (Restated)

19.4.7 Profit and loss account includes the following in respect of

retirement benefits:

Interest cost 15,154 1601 14,419 15277

Current service cost 11,683 12687 9,538 11,071

Interest income an plan assets (10,823) (11.1386) {(10,1786) (11,274}
B ' 16016 17569 13781 15134
19.4.8 Actual return on plan assets 12,050 12736 18,353 11,025




172 Treet Corporation Limited

Annual Report and Accounts 2016

For the year ended 30 June 2014
Gratuity Superannuation
) 2014 2013 2014 2013
--------- {Rupees in thousand)---------
(Restated) (Restated)
19.48 Actuarial gains and (losses) recognized
directly in other comprehensive income
Cumulative amount at 07 July (35,101) (20,755) (33,214) (16,503)
Losses recognized during the year (26439)  (14346)  (17.920)  (16,711)
Cumulative amountat 30 lune (59,540) (35107) (51,134) (33,214)
19.4.10 Historical Information for Gratuity fund
2014 2013 2012 2011 2010
--(Rupees in thousand) --
Present value of défined benefit obligatian 188,515 151,402 123,212 107825 97,088
Fair value of the plan assets (116436) (101,752 (85,663} (73.910) (B5.5596)
Deficit in the plan 72,079 4LO647 37549 33515 25089
Experience adjustmests arising on plan
liabilities 24,439 14,345 231 7.368 78
Experience adjustments arising on plan assets 1,227 1,600 (100) (283) (1521)
The Company expects to pay Rs. 19.54 millien in cantributions ta gratuity fund in 2015
19.4.11 Historical Information for Superannuation fund
Present value of defined benefit obligation 172551 143977 117576 103779 92635
Fair value of plan assets (115,991) (96,189 86.264) (748632) (67.315)
Deficit in the plan 56,560 47,788 31,257 29747 25320
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2014 2013 2012 2011 2010
o -(Rupees in thousand) =4
Experiente adjustments arising on pian
liahilities 17918 16,711 686 3172 (897)
Experience adjustments arising on pian assets 8177 (189) 523 (342) (163)

The Company expects to pay Rs. 25.03 million in contributions to superannuation fund in 2015.

19.4.12 Significant actuarial assumptions used for valuation of these plans are as follows:

2014 2013
Gratuity fund ~ Superannuation  Gratuity fund Superannuatian
per annum fund per annum per annum per annum
Discount rate used for profit and loss charge 11% 11% 13% 3%
Discaunt rate used for year-end obligation 13% 13% 11% 11%
Expected rates of salary increase 12% 12% 10% 10%
Expected rates of return on plan assets 11% 11% 1% %

Mortality rate

The rates assumed were based on the SLIC 2001 - 2005 with 1 year setback

19.4.13 Actuarial assumptions sensitivity analysis

If the significant actuanal assumptions used to estimate the defined henefit ohligation at the reporting date.
had fluctuated by 100 bps with all other variables held constant, the impact on the present value of the defined
benefit obligation as at 30 June 2014 would have been as follows:

Gratuity Superannuation
Impact on present value of defined benefit .
obligation as at 30 June
Change Increase  Decrease  Increase Decr’ease_
--------- (Rupees in thousand)--------- o
Discount rate 100 bps (176153) 205042  (158773) 188451
Future salary increase 100 bps 205,042 {173912) 188451 (158543)

The sensitivity analysis of the defined benefit obligation to the significant actuarial assumptions has been
performed using the same calculation technigues as applied for calculation of defined benefit obligation reported
in the balance sheet.
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19.4.14  Weighted average duration of the defined benafit obligation is 8 years and 9 years for gratuity and
pension plans, respectively.

195 The Company has set up provident fund for its permanent employees. The total charge against provident
fund for the year was Rs. 16.43 million (2013 Rs. 15.71 million). The net assets based on unaudited
financial statements of provident fund for the year ended 30 June 2014 amount to Rs. 324.21 million
(2013: Rs. 273.85 miillion). The fair value of investmerits of provident fund was Rs. 259.19 million (2013
Rs. 26522 million) and the cost of the investment was Rs. 237.27 million (2013: Rs. 241.68 million). The
above investments out of provident fund have been made in accordance with the requirement of section
227 of the Companies Ordinance, 1984 and the rules formulated for this purpose.

2014 2013 2014 2013
(Rupees in thousand) % 4
19.5.1 The break-up of fair value of investments is:

Treasury bills 31,100 - 12% 0%
National saving bonds/ Special saving bonds 34,300 34,300 13% 14%
Pakistan investment bonds 68,500 68500 27% 28%
National investment trust units 6,041 4,237 2% 2%
Mutual funds 5140 5651 2% 2%
Listed securities 39693 41576 15% 17%
Term finance certificates 3375 19,741 1% 8%
Term deposit certificates = 25415 0% 10%
Participation term certificates 70,795 45,050 28% 19%
Account with broker for investment 249 762 0% 0%

259193 245232 100% 100%

2014 2013

(Rupees in thousand)

20 Accrued mark-up

Participation term certificates 283,230 275805
Short term borrowings 16,283 13,709
299513 2535174

21 Long term deposits

These represent interest free deposits received from freight forwarding agencies and other contractors repayable
after performance of contracts.
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2014 2013
(Rupees in thousand)
22 Redeemable capital
Participation term certificates 1075251 1,254,668
Less: Current partion shown urder current liablities (179,417) (178.417)

895,834 1,075,251

In 2013, the Company issued 41,822,250 participation term certificates (PTCs) of Rs. 30 each to existing shareholders
in the ratio of 1 PTC for every 1 ordinary share held. ThHe PTCs are listed on all the stock exchanges of Pakistan.

The PTCs are mandatorily convertible into ordinary shares through share conversion @ 0.07 share per PTC per
annum fram year 2013 to year 2018 and 0.08 share per PTC in the year 2019. The principal amount of PTCs will be
reduced through redemption (in cash and through mandatary conversior). The PTCs shall be redeemed through
cash @ Rs. &.14 per annum fram year 2013 to year 2018and Rs. 44 for the year 2018

The PTC holder is entitled to & minimum profit (Category A profit) at Rs. &4 per annum for each PTC, alongwith
a contingent prafit (Category B profit) based on the consolidated profits before tax, WWF, WPPF and finance cost
relating to PTCs based on pay-off matrix The pay-off matrix sets out various ranges for contingent profit pay out
percentages.

The following table shows the redemption of PTC for the year 2014.

Y [ —1 === = I

p— | 3
Principal ‘ Principal | Principal | | ‘Incre‘ase | . -Int:|.'e'ase | [ Sha_re Eafegor.\,' . lrntafe_gor‘y
redemp- X = el inordinary | | inordinary | premium A" profit B" profit

~— .7 || redemption value ; . 5 . Year
tion in : | share share of conver- paymentin payment

inshares | | redemption | % i - i

cash | | capital capital sion | cash | incash |

{=----- Rupees in thousand --------) Shares {--—-- Rupees in thousand --------)

6273 173,144 179417 2,927,557 29276 143,868 173,144 110,085 2014

6273 173144 178417 2927557 29276 143868 173144 106661 2013

The Campany will issue 2827557 ordinary shares of face value of Rs. 10 per share against Rs. 173144 mllion.
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Securities
The PTCs are secured by the following;

First exclusive equitable mortgage of Rs. 125467 million over the mortgaged property, i.e. land measuring 1162
acres situated in Kot Lakhpat Industnal Area Scheme, Lahore (Quaid-e-Azam Industrial Estate) bearing plot no.
72-B together with all buildings, structures, fittings and fixtures permanently fastened to land and erections built
or erected or to be built orerected thereon pursuant te Memorandum of Deposit of Title Deeds dated May 16, 2011,

First Exclusive Floating charge of Rs. 1,254.67 million over the present and future movable fixed assets of the
Company pursuant to deed of floating charge dated May 16, 2011.

Pledge of Rs. 250 millian over the liquid assets (i.e. listed securities naving value of at least Rs. 250 million pledged in
favor, or under lien, of the Secunty Trustee, which may include shares of Packages Limited, IGl Insurance Limited, ZIL
Limited and/or any other liquid securities) pursuant to the letter o lien and pledge dated May 16, 2011

The above investment in shares/securities will be kept in CDC Account which shall be under pledge of security
trustee However movement in/from the said pledged account will not be restrictad by the security trustee provided
that aggregate value of Rs. 250 million. The security trustee shall ensure that the tlosing balance of shares in the
pledged account at anytime shall not fall below the equivatent Rupee value of Rs. 250 million.

2014 2013
(Rupees in thousand)

23 Deferred taxation
Deferred tax liability arising in respect of the following items:
~Accelerated tax depreciation ‘ 95,028 75378
- Surplus en revaluation of property, plant and equipment recagnized during 29227 -
the vear
- Capital gains on short term investments 13378 =
137,633 75378
Deferred tax asset arising in respect of the following items:
- Unabsorbed tax depreciation (64,557) (8067)
- Unutilized tax credits (21,344) (2555}
- Employee retiremnent benefits (16,702) (10,714)
- Provision for doubtful debts - (163)
(102,603) (21,499)
B 35030 53879

231 Deferred tax asset on above itemis has been recognized on the expectation that future taxable profits will be available

to the Company in the foreseeable future for realization of such assat

23.2 Movement in deferred tax liability is as follows:

Balance as at 01 July 53,879 74363
Net off against the surplus on revaluation of property, plant and equipment 29,227 =
Net off against re-measurement of employee retirement benefits recagnized in (6,188) {4,584)
other comiprehensive income

Charged to profit and less account (41,888) (15970)
Balance as at 20 Jung 35,030 53879
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24

Contingencies and commitments

241

242

Contingencies

A tax derand amounting to Rs. 148 million had been created by Additional Cammissioner Inland
Revenue under section 12(SA) of the repealed Income Tax Ordinance, 1979 for assessment year
2000-2001. The tax demand has been adjusted against income tax refunds of the Company for
the tax year 2006. The Company has filed an appeal before Appeilate Tribunal and is expecting &
favorabie cutcome,

A tax demand amounting to Rs. 16.05 million had been raised by the tax department against the
Company on the issue of proration of profits between localand export sales for the tax year 2003
and 2006. In 2010, Appeliate Tribunal dismissed the Company's appeal, however, the Company has
filed an application under section 27 of General Clauses Act, 1997 to rescind or amend the order.
Further, without conceding the legitimate position of this issue as stated above, a rectification
application on account of incorrect computation has also been filed resulting in rectification
amounting to Rs. 10.29 millien. The Company is expecting a favorable outcome as this issue was
decided in the faver of the Company in past.

For the assessment year 1999 te 2000, the taxation officer charged additional tax amounting to
Rs. 3.27 million on the grounds that the Company has been failed to deposit the due tax, on the
basis of Company's return. The Company, on the grounds that the amount due has already been
deposited, filed a rectification application on the basis that the mistake is apparent from the
record.

In tax year 2004, the Additional Commissioner Inland Revenue passed an order under section
122(54) of the Income Tax Ordinance, 2001 on the issue of proration of profits between local and

export sales and created a tax demand of Rs. 6.56 million. The Cornpany filed an appeal before

Commissioner Appeals who decided the matter against the Company. The Company has filed an
appeal before Appellate Tribunal which is pending adjudication. The Company expects a favorable
outcome from this appeal.

A sales tax demand amounting to Rs. 1.56 million has been created by Deputy Commissioner
Inland Revenue for alleged default of compliance of section 8{1)(CA) of the Sales Tax Act, 1930.
The Company filed an appeal with Commissioner Appeals against this order and obtained relief
of Rs, 0.42 million. The Company has alsa filed an appeal before Appellate Tribunal and expects a
favorable gutcome on the grounds that Honorable Lahore High Court has declared the provision
of section 8(1){CA) ultra-vires.

Commitments

Outstanding letters of credit as at 30 June 2014 amounted to Rs. 625.895 million (2013: Rs.
509.910 millian)

Post dated cheques amounting to Rs. 33.01 million (Rs. 98.86 million) has been issued in the favor
of Collector of Customs.
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25 Issued, subscribed and paid-up capital
2014 2013 Note 2014 2013
(Number of shares) (Rupees in thousand)
Ordinary shares of Rs. 10 each
8867412 2584075 fully paid-up in cash 88674 25541
Ordinary shares of Rs. 10 each issued
4,022,557 1,085,000 for consideration other than cash 40,226 10850
Ordinary shares of Rs. 10 each fully
38133175 38133175 Issued as bonus shares 381,331 381,331
51,023,144 41,822,250 510,231 418222
251 IGI Insurance Limited and Loads Limited (associated companies), hold 5442060 and 3268820 (2013

2442060 and 2,731,000) fully paid in cash ordinary shares of the Company of Rs. 10 each, respectively.

25.2 During the year company issued 6,273,337 shares by way of right issue @ 15 shares per 100 shares held
ata premium of Rs. 70 per share amounting to Rs. 439.13 million

253 The Company also issued 2927557 shares , against conversion of Participation Term Certificate (PTCs)

Into ordinary shares. The issue was made in lieu of mandatory conversion of PTCs @ 0.07 shares per
PTCs at & pre agreed price of Rs 59.14 per share resulting in premium of Rs. 143,87 millian.

26 Reserves

Capital reserves 26:1 592,000 10636
General reserves 266,400 266,400

858400 277,036
26.1 Capital reserves

Excess of net worth over purchase consideration

of assets of Wazir All Industries Limited 629 625
Share premium 26.1.1 591,323 8320
Fair value reserves 48 1,687

582,000 ‘10,636_

26,1.1  This reserve can be utilized by the Company only for the purposes specified under section 82(2) of the
Companies Ordinance, 1984



Consolidated

Business Review Governance Financial Statements
2014 2013
Note (Rupees in thousand)
(Restated)
27 Surplus on revaluation of property, plant and equipment - net of tax
Balance as at 01 July | 739510 TLLBEL
- Surplus arising during the year - net of tax . 566,719 =
- Transferred to unappropriated profit as a result of incremental
depreciation charged - net of tax | (5154) | | (5154
561,565 (5,154)
Balance as al 30 lune 1,301,075 738510
28 Sales - net
Local sales 2,579,181 2381678
Export sales 2007813 1,408,699
4,586,994 3791377
Less: Sales tax ‘ 382,309 { 328811
Trade discount | 51404 | 63125 \
433713 391936
4,153,281 3358441
29  Cost of goods sold
Raw and packing materials consurmed 1,641,788 1333372
Stores and spares consumed 150,287 106923
Salaries, wages and other benefits 29.1 625,337 528,606
Fuel and power 291983 212600
Repairs and maintenance 27949 17.851
Rent, rates and taxes 2331 2662
Insurance 37,796 33248
Product research and development - -
Travelling and conveyance 24,403 16,552
Printing and stationery 2,943 2723
Postage and telephone 5,595 4832
Legal and professional charges 1,867 1,142
Entertainment 793 1.361
Staff training 655 Ll
Subscriptions 627 1,089
Depreciation o s WA 78426 72,228
ljarah lease rentals = 484
Expenses for computerization 6,323 4,779
Provision for slow moving stock 1,542 1,193
Other expenses 14927 15242
2915572 2357701
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2014 2013

- Note (Rupees in thousand)
(Restated)
Opening stock of work-in-process 47273 47,305
Closing stock of work-in-process 12 (51,711) (47.273)
Cost of goods manufactured 2911,134 2,357,733
Opening stock of finished goods 87479 60,305
Closing stock of finished goods 12 (71,201) (87.479)
2927612 2330555

29.1 Salaries, wages and other benefits include Rs. 2364 million (2013: Rs. 10.25 million) and Rs. 22.38 million (2013:
Rs. 9.20 million) in respect of defined benefit schemes and defined contribution schames respectively.

30  Administrative expenses

Salaries and other benefits 30.1 65,707 52,461
Electricity and gas 25 54
Repairs and maintenance 667 857
Rert rates and taxes 290 15452
Travelling and conveyance 2,713 2587
Entertainment 947 1523
Staff training 120 32
Postage and telephane 637 494
Printing and stationery 2126 1124
Legal and professional charges 30.2 27,378 19,354
Donatioris 30.3 8,160 10815
Computer expenses 1,969 1,394
Directors' fee 36 320 260
Subscription 10 21
Depreciation on property,

plant and equipment 7174 26,838 25,242
Depreciation on investment property - 725
Others 205 348

138,112 133147

30.1 Salaries and other benefits include Rs. 1.47 million (2013: Rs. 1.12 million) and Rs. 7.95 million (2013; Rs,
1.23 million) In respect of defined benefit schemes and defined contribution schemes respectively.

30.2 Legaland professional charges include the following in respect of auditors' remunerationi:
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2014 2013
Note (Rupees in thousand)
Statutory audit 1,455 1377
Half yearly review 350 342
Out of pocket expenses 195 191
2,000 1910
303 Name of donee in which a director or his spouse has an interest:
Gulab Devi Chest Hospital (GDCH) 5,000
Ferozepur Road, Lahore,
{Syed Shahid Ali, CEQ is alse Chairman of GDCH)
Liagat National Hospital (LNH) 100 =
National Stadium Road, Karachi,
(Syed Shatid A, CEO is also President of LNH and
Syed Sheharyar Ali, Director is alsa Member of Governing body)
Institute of Islamic Cufture (IIC) 500 =
158-5hah Jamal, Lahore.
{Syed Shahid Ali, CEQ is also Chairman of 11C)
Punjab Olymipic Association (POA) 160 =
Temple Road, Lahore.
(Syed Shahid Ali, CEQ is aiso President of POA) -
5,760 -
2014 2013
(Rupees in thousand)
(Restated)
Distribution cost
Salaries, wages and other benefits 160,839 133887
Repairs and maintenance 3,031 2870
Advertising 434,724 424,756
Freight, octroi and handling 155512 57 404
Export commission 28,744 25130
Rent, rates and taxes 3461 1834
Travelling and conveyance 31,390 26530
Entertainment 239 302

Product development 1,889 735



182 Treet Corporation Limited

Anfiual Repart and Accounts 2014

n i Ll - i |
e e e I ab=lal o s T TOarmoammtby e
| ~ Y LAl BT -

=

w1h

For the year ended 30 June 2014

(Rupees in thousand)

Postage and telephone 4,433 2,786
Depreciation on property, plant

and equipment A% 7.459 8472

Printing and stationery 997 1129

Legal and professional charges 237 650

__ Dthers expenses 2687 7,189

' 835642 693,738

311 Salaries and other benefits include Rs. 3.29 million (2013:Rs. 1.07 million) and Rs. 9.72 million (2013:Rs. 1.29
million) in respect of defined benefit schemes and defined contribution schemes respectively.

32 Finance cost

Mark-up on short term borrowings 65,994 899,773
Mark-upon director loan - 8838
Bank charges 14,058 14,248
Mark-up on participation term certificates 283,230 279805
363,282 LO266L

33 Other operating expenses

Realized exchange loss 5,350 4617
Unrealized exchange gain (1,187) (1.419)
4163 3,168

34  Otherincome

Income from financial assets

Profit on bank deposits 9,260 2941
Profit on term deposits | 375 2,090
(Loss)/ gain on disposal of available for sale long

term investments (49) 40

Unrealized gain on short term investments at fair value
through profit or loss 106,976 120,891

Realized gain on disposal of short term investments at

fair value through profit or less | 51619 42331
Dividend income from short term investments 9880 27,039
Dividend incorne from long term investments = 2151 | | 2102 |

C/F 180,212 197534
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2014 2013
Note (Rupees in thousand) _
B/F 180212 197,534
Income from non financial assets
1 g 1 2 \ T - .
Profit on disposal of property, plant and equipment ' 22924 15,161
Profit on disposal of investment property = 13,650
Rental income 313 5590
Serap sale 29,540 18,785
Export rebate 36,240 26948
Others _ 9 || 4,692
85,108 84,830
Income from related parties
Dividerid income from long term investments 43345 111,294
Rental Income 12,150 2,500
324815 396,158
35  Taxation
Current
- For the year 351 21,287 21341
- For prior years - (8582)
Deferred
- For the year | (41,888) (15570)
(20,601) (3.221)
351 No Aumeric tax reconciliation for current vear is given in these financial staternents as the provision made

for the current year represents mimmum tax payable under section 113 and final tax deducted under
section 148 and 154 of the Income Tax Qrdinance, 2001.

35.2 The Company has claimed group relief under section 59 B of the Incorme Tax Ordinance, 2001 by acquiring
tax losses of its Subsidiary Company, Global Econo Trade (Private) Limited amounting to Rs. Nil (2073:Rs.
4218 million), equivalent to a tax value of Rs. Nil (2013: Rs. 14.76 million).

353 During the year the Federal Government of Pakistan vide Finance Act, 2014 introduced Alternate Corporate
Tax (ACT) which requires the companies to pay tax @ 17% of its accounting profit for the year, if higher of
tax payable @ corporate tax rate or minimurn tax. This change has been applicable from tax year 2014
However, the Campany's current tax has been computed based on mimimum tax being higher than the ACT.
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37

Transactions with related parties

The related parties comprise subsidiaries, associated undertakings, other related group companies, directors of the

Company, key management personnel and pos

t epnployment benefit plans. The Company in the normal course

of business carries out transactions with various related parties. Amounts due from and to related parties are

shown under loans, advances, depesits, prepayments and o

ther recsivables note 15 and trade and other payables

note 16 and remuneration of directors and key management personnel are disclosed in note 36. Other significant
transactions with related parties are as follows:

Relationship with the Company Nature of transactions 2014 2013
(Rupees in thousand)
| Subsidiaries (Restated)
TCL Labor-Hire Company (Private) ~ Purchase of services 188,231 156,795
Limited Reimbursement of expenses 15,115 13467
Global Econa Trade (Private) Limited  Sale of goods & 25854
Purchase of tax losses = 14,763
Reimbursemerit of expenses 46,389
First Trest Manufacturing Modaraba ~ Purchase of goods 5143 L4377
Dividend income 43345 111,294
Rental income 12,000 2500
I Associated undertakings
Packages Limited Purchase of goods 65,388 67,386
Sale of goods 315 =
ZIL Limited Purchase of goods 54 261
1GI Insurance Limited Burchase of services 12,860 32,965
Bulleh Shah Packaging
(Private) Limited Purchase of goods 21913 2867
Cutting Edge (Private) Limited Purchase of services 2574 2360
Wazir Ali Industries Limited Rental income 150 150
Purchase of goods 131 =
1l Post employment
benefit plans
‘Superannuatian fund Contribution 14,352 12,349
Gratuity fund Contribution 14,960 13306
Provident fund Contribution 14,173 15,712
Service fund Contribution 7819 5884
Housing Fund Cantribution 4,296 3,321
Benevolent Fund Contribution 2,088 1,791
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38

Financial instruments

The company has exposures to the following risks from its use of financial Instruments:

Credit risk
Liguidity nsk
Market risk
Operational risk

The Board of Directors has overall responsibility for the establishment of the Company's risk management
framework. The Board is also responsible for developing and monitoring the Company's risk management policies,

38.1

Credit risk

Credit risk represents the accounting loss that would be recognized at the reporting date if counterparties
fail completely to perform as contracted and arises principally from trade receivables. Out of the total
financial assets of Rs. 1,628 million (2013: Rs. 985 million), the financial assets which are subject to credit
risk amounted to Rs. 1,602 millian (2013: Rs. 968 million)

Te manage exposure to credit nisk i respect of trade receivables, management performs credit reviews
taking into account the customer's financial position, past experience and other factors. Exports sales are
either secured through letter of credit or a foreign bank guarantee is obtained. Majority of the local sales
are made through distributors.

All investing transactions are settled / paid for upon delivery as per the advice of investment committea
The Company’s policy is to enter inte financial instrument contract by following internal guidelines such
as approving counterparties and appraving credits.

Concentration of credit risk arises when a number of counter parties are engaged in similar business
actvities or have simifar ecanormic features that would cause their abilities to meet contractual obligation
to be similarly effected by the changes in economic, political or other conditions. As the Company Is the
sole manufacturer of blades, it believes that it is not exposed to major concentration of credit risk,

Exposure to credit risk

The carrying amount of financial assets represents the maximurm credit exposure before any credit
enhancements: The maximum exposure to credit risk at the reporting date is:

2014 2013

(Rupees in thousand)
(Restated)
Long term available for sale investments 15,004 27,649
Long term leans 8492 10,743
Long term deposits 10,564 10,489
Trade debts 427585 347,524
Short term investments 630,639 506,653

Leans, advances, depasits, prepayments

and other recevables 88,713 16,356
Bank balances 421,456 48636

1,602,453 867850
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Trade debts at the balance sheet date represent domestic and foreign parties.

The maximum exposure to credit risk before any enhancements for trade debts at the reporting date by

type of customer was:

2014

2013

(Rupees in thousand)

- Local parties 285,642 277029
- Foreign parties 141,943 70495
427585 347524
The aging of trade debts at the reporting date is:
Less than 30 days 13,388 4775
Past due 1-3 months 141,943 70495
Past due 3 -6 months = -
Past due 6 -12 months - -
Above one year 272254 272254
427585 347524

(i)

Based on past experience the management believes that no impairment allowance is necessary in
respect of trade receivables past due as some receivahles have been recovered subsequent to the year
end and for other recaivables there are reasonable grounds to believe that the amounts will be recovered

in short course of time.

Credit quality of major financial assets

The credit quality of major financial assets that are neither past due nor impaired can be assessed by
reference ta external credit ratings (if available) or to historical information about counterparty default

rate:
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2014 2013

Rating Rating Rating o
Banks Shortterm  Long term Agency . Shart térm | Long term
NIB Bank Limited Al+ AA- PACRA Al+ AA-
Faysal Bank Limited A+ AA PACRA ATy AR
United Bank Limited A-1+ AA+ ICR-VIS A-14 Al+
Habih Bank Limited A-1+ AARA JCR-VIS A1+ AA+
Askari Commeroal Bank
Limited Al+ AA PACRA At AA
National Bank of Pakistan A-1+ AAA JCR-VIS A-1+ AAA
Bank of Punjab A1+ AA- PACRA A+ AR~
HSBC Bank Middle East
Limited P-1 A2 Moody's P-1 A1
KASB Bank Limited A3 BBB PACRA A3 BBB
MUCB Bank Limited A+ AAA PACRA A1+ Ab+
Silk Bank Limited A-2 A- JCR-VIS A-2 A-
Bury Bank limited A-1 A ICR-VIS A-1 A
Samba Bank Limited A-1 AA- JCR-VIS A-1 BA-
Bank Alfalah Limited A+ AA PACRA Al+ AR
Barik Islami Pakistan
Limited A1 A PACRA A1 A
Standard Chartered Bank A+ AAA PACRA A+ BAA
Soneri Bank Limited A+ AA- PACRA A+ AA-
Al-Baraka Bank (Pakistan
Limited) A1 A PACRA AT A

38.2 Liquidity risk

Liquidity nsk is the risk that the Company will not be able to mest its financial obligatians as they fall due.
The Company's approach to managing liquidity is to ensure as far as possiblé to zlways have sufficient
liquidity to meet its liabilities when due. The Company is not materially exposed to liguidity rnisk as
substantially all obligations / comrmitments of the Company are short term in nature and are restricted
to the extent of available liquidity. In addition, the Company has ebtained running finance facilities from
various commercial banks to meet any deficit, if reguired to meet the short term hiquidity commitments.

The following are the contractual maturities of the financial liabilities, including estimated interest
payments:
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_Carrving Contrac- Less than One to five More than
Amount tual cash one year years five years
flows
(Rupees in thousand)
Financial liabilities
Trade and other payables 586,120 586,120 586,120 - -
Long term deposits 318 318 = 318 =
Short term borrowings 797357 797357 797,357 = =
Redeemable capital 1,075,251 1,186,588 289503 717,668 179417
Accrued mark-up 299513 299513 299,513 - ]
2,758,559 2,869,896 1.972493 717,986 179417
201 3 (Restated) i B
Carrying Contrac- Less than One to five More than
Amount tual cash gne year years five years
flows
(Rupees in thousand) -
Financial liabilities
Trade and other payables 515459 515459 515459 - =
Long term deposits 2381 2331 2381 =
Short term borrowings 576,180 576,180 576,180 - -
Redeemable capital 1,254,668 1362572 286070 717,668 358834
Accrued mark-up 253514 293574 293514 = =
_ 26422072 2,750,106 1671223 720048 358834

383 Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and
equity prices will effect the Company's income or the value of its holdings of financial instruments,

38.4 Currency risk

The Campany is exposed to currency risk on import of raw materials and stores and spares and export af
goods mainly denominated in US Dollars, GB Pounds and Euros and on foreign currency bank accounts.
The Company's exposure ta foreign currency risk for US Dallars, GB Pounds and Euros is as follows:

2014

2013

(Rupees in thousand)

Qutstanding letters of credit (US Dollars) 589,206 485007
Outstanding letters of credit (GBP) 18511 5
Outstanding letters of credit (Euros) 18179 20171
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The following significant exchange rate has been applied

Average rate Reporting date rate
2014 2013 2014 2013
Rupees per UsD 98.58 97.26 88,55 98.60
Rupees per Euro 131.86 123.68 134.46 129.25
Rupees per GBP 159.62 150.35 167.79 151,46

At reporting date, if the Pakistani Rupees has fluctuated by 10% against the US Dollar with all other
variables held constant, post-tax profit would have been higher/ lower by Rs. 9.231 miillion (2013: Rs.
7.273 million), mainly as a result of net foreign exchange gain/ loss on transiation of foreign exchange
denominated financial instruments.

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

Interest rate risk

At the reporting date the interest rate profile of the Company's significant interest bearing financial
instruments were as follows,

2014 2013 2014 2013
Effective rate (Rupees in thousand)
(Percentage)
Financial assets
Fixed rate instruments:
Bank balances - deposit accounts 7-875 6-825 325,160 4822

Financial liabilities

Floating rate instrument:

Shart term barrowings 8.70-11.21 870-1364 797,357 576,180
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Fair value sensitivity analysis for fixed rate instruments

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

Cash flow sensitivity analysis for variable rate instruments.

If interest rates on short term borrowings, at the year end rate, fluctuate by 1% higher/ lower with all
the other variables held constant, profit after taxation for the year would have been higher/ lower by
Rs 4,309 millior (2073 Rs 6549 million), mainly as a result of tigher/ lower interest expense on floating
rate borrowings.

Other price risk

Other price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market prices (other than those arising from interest rate risk or currency risk).
Other price risk arises from the Company's investment in units of mutual funds and ordinary shares of
listed companies, To manage its price risk anising from aforesaid investments, the Company diversifies its
portfolio and continuausly monitors developments in equity markets. In addition the Company actively
rmonitors the key factors that affect stock price movement

A 10% increase In redemption and share prices at the year end would have increased the Company's
profit in case of held for trading investments and increase / decrease surplus on re-measurement of
investments in case of ‘available for sale’ investment as follows

2014 2013
(Rupees in thousand)

Effect on profit and loss (63,064) (50665)
Effect on eguity - (5) (1,250)
Effect on investments (63,069) (51.915)

38.6.1

The sensitivity analysis prepared is not necessarily indicative of the effects on loss/ equity and assets of
the Company.

Fair value of financial instruments

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

Financlal instruments carried at fair value are categorized as follows:
- Level 1: Quoted market prices

- Level 2: Valuation techniques (market observable)

- Level 3: Valuation technigues (non-market observable)
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2014
Level 1 Level 2 Level 3 Total
(Rupees in thousand)
Financial assets
Short term investments at fair value
through profit or loss 630,639 = = 630,639
Long term-available for sale investments 52 - 14,952 15,004
630,691 = 14,952 645,643
2013
Lavel 1 Level 2 Level 3 : Total
(Rupees in thousand)
Financial assets
Shart term investments at fair value
through profit or loss 506,653 = = 506,653
Laong term available for sale investments 12,497 2 14,952 27449
519150 : 14952 534,102

38.7

Operational risk

Operational risk 1s the risk of direct or indirect loss ansing from a wide variety of causes associated with
the Company's processes, personnel, technology and infrastructure, and from external factors other
than credit, market and liguidity risks such as those arising from legal and regulatory requirements and
generally accepted standards of carporate behaviour. Gperational risks arise from all of the Company's
operations.

The Company's abjective is to manage operational risk so as to balance the avoidance of financial losses
and damage to the Company's reputation with overall cost effectiveness and to avoid control procedures
that restrict initiative and creativity.

The primary responsibility for the development and implementation of controls to address operational
risk is assigned to senior management within the Company. This responsibility is supported by the
development of overall company standards for the management of operational risk in the following areas:

= requirements for appropriate segregation of duties, including the independent authorization
of transactions

- requirements for the reconciliation and monitoring of transactions
= compliance with regulatory and other legal requirements
= documentation of controls and procedures

B requirements for the periodic assessment of operational risks faced, and the adequacy of
controls and procedures to address the risks identified

~ reguirements for the reporting of operational losses and proposed remedial action
= development of contingency plans

- training and professional development

= ethical and business standards

= risk mitigation, including insurance where this is effective
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Capital risk management

The Board's policy is to maintain an efficient capital base so as to maintain invester, creditor and market
confidance and to sustain the future development of our business. The Board of Directors monitors the
return on capital employed, which the Company defines as operating income divided by total capital
employed. The Board of Directors also monitars the level of dividends to ordinary shareholders.

The Company's objectives when managing capital are:

a) to safeguard the entity's ability to continue as a going concern, so that it can continue to pro-
vide returns for shareholders and benefits for other stakehoiders, and

b to provide an adequate return to shareholders.

The Company manages the capital structure in the context of economic conditions and the risk
characteristics of the underlying assets. In order to maintain or adjust the capital structure,
the Company may, for example, adjust the amount of dividends paid to shareholders, issue
new shares, or sell assets to reduce debt. The Company monitors capital on the basis of the
debt-to-equity ratio of total debt-to-equity.

The debt-to-equity ratios as at 30 June 2014 and at 30 June 2013 were as follows:

2014 2013
(Rupees in thousand)

Total debt 1872608 1830848
Total equity and debt 4,468848 3641692
Debt-to-equity ratio 42% 50%

There were no changes in the Company's approach to capital management during the year and the
Company is not subject to externally imposed capital requirements.
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39 Operating Segments

These financial statements have been prepared on the basis of a single reportable segment.

35.1 Sales from blades represent 100% (2013:99.99%) of total sales of the Company.

39.2 Significant sales are made by the Company in the following countries

2014 2013
Note (Rupees in thousand)
Pakistan 2145468 1,835,895
Iran 1,270 5324
Saudi Arabia 366,456 243978
China 248,100 145473
Bangladesh 300,223 186,342
Jordan 144,252 116,593
Brazil 65,252 65403
Yemen 70827 52,168
Maorocco 38110 =
Angola 32,739 17,069
United Arab Emirates 439,966 35966
Taiwan 15410 18,216
Vietnam 2,188 =
Egypt 47,001 37,509
Other tountries 236,019 535504
4,153,281 3399441

Sales areattributed to countries on the basis of the customers' location,

40 Cash generated from operations (Restated)
Profit before taxation 195,030 215549
Adjustments for non-cash and other iterms

Finance cost |_ 363,282 402 664 |
Depreciation on property, plant and equipment 7 . 112,723 105942
Depreciation an investment property - 729
Provision for gratuity 14822 18217
Provision for superannuation 13,580 15498
Profit on bank deposits (9,635) (5031)
Raw material stock not useable written off 1,542 1,193
Profit on sale of property. plant and equipment (22,924) (15,161)
Profit on sale of investment property - (13,650)
Provision for WPPF and WWF 14,455 15,975
Unrealized gain on investment at fair value through profit or loss (106,976) (120,991)
Loss onf sale of avallable for sale long term investments 49 (40)
Unrealized exchange gain . (1,187) (1,419)
Dividend incame | (55,376) (140,435)

B 324,355 263491

= 519,385 479,040
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2014 2013
Note (Rupees in thousand)
Operating profit before working capital changes
Decrease / (increase)in current assets
Stores and spares (24,390) [ 17801
Stock-in-trade 28,586 (94,959)
Trade debtors (78,874) 146,782
Shart term investments (17,010) (22,192)
Loans, advances, deposits, prepayments and other receivables (73.279) | [33.499]_
(164,967) 13933
(Decrease) / increase in current liabilities
Trade and other payables 64,184 (21,144)
o 418602 471829
41 Cash and cash equivalents
Cash and bank balances 16 447,139 65,983
Short term running finance - secured 18.1 (132,525) (38,595)
314614 27388
42  Earnings per share - basic and diluted
Profit for the year after taxation Rupees in thousand 215,632 219539
Weighted average number of shares Number in thousand 47813 43628
Earnings per share Rupees 4,51 503
Conggrsmn of participation term certificates into ordinary shares have anti-dilutive impact on the basic earnings
per share.
Production capacity Actual production
2014 2013 2014 2013
o (Units in million) {Units in million)
43  Plant capacity and production
Hyderabad plant 600 525 590 572
- Lahore plant 1,000 850 1,165 1,001
1,755 1573

44 Date of authorization for issue

Theee financial statements were autherized for issue an September 29, 2014 by the Board of Directors of the
Company.

45  General
Corresponding figures have been re-arranged or reclassified wherever necessary, for the purposes of comparison.

eI ,M/

LAHORE Syed Shahid Ali Muhammad Shafique Anjum
September 29, 2014 Chief Executive Officer Director
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Pattern of Shareholding

As at June 30, 2014

1 1 100 363.00 82900 1,192 42399

2 10 500 575.00 405.00 580 337214

3 501 1,000 414,00 123.00 537 482,007

4 1,001 5,000 574.00 169.00 743 1902840

5 5001 10,000 101.00 34.00 135 1012568

6 10001 15000 3500 5.00 L4 555,389

7 15,001 20,000 20.00 6.00 26 467957

8 20,001 25,000 19.00 2.00 21 488770

E 25,001 30,000 400 3.00 7 195924

10 30001 35,000 4.00 1.00 5 168680
1 35001 40,000 3.00 - 3 115868
12 40,001 45000 7.00 200 g 383390
13 45,001 50,000 6.00 - ) 296872
14 50001 55,000 200 - 2 102,960
15 55,001 60,000 2.00 - 2 117,000
16 65,001 70,000 1.00 - 1 70000
A7 75,001 80,000 1.00 - 1 80,000
18 80,001 85000 1.00 - 1 85000
19 85001 90,000 1.00 - 1 85050
20 95,001 100000 2.00 - 2 197,650
21 105,001 110,000 1.00 - 1 110000
22 135001 140,000 1.00 = 1 140,000
23 150,001 195,000 1.00 - 1 190,990
24 230001 235000 1.00 - 1 233000
25 320,001 325,000 200 - 2 644,756
26 325,007 330,000 1.00 - 1 325,780
27 600001 605,000 B 2.00 2 1,203,460
28 605001 £10000 - 100 1 606,720
29 620,001 525,000 1.00 - 1 622,140
30 1,120,001 1,125,000 1.00 - 1 1,121,500
31 2645001 2:650,000 - 1.00 1 2,645,350
32 2,770,001 2,775,000 1.00 - i 2771613
33 3,265,001 3,270,000 1.00 - 1 3268820
34 4,015,001 4,020,000 1.00 . 1 4017192
35 4075001 4,080,000 1.00 = 1 4,078,780
36 5440001 5,445,000 1.00 - 1 5442060
37 5910001 5915000 - 1.00 i 5912500
38 10,500,001 10,505,000 1.00 - 1 10500845
2,154 1,584 3,738 51,023,144
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Pattern of Shareholding

As at June 30, 2014

Syed Shahid Al Director 3 11146868 1 2845350
Syed Shenaryar Ali Director 2 L022.487 - -
Dr. Mrs. Miloufer Mahdi  Director 1 97650 1 803,170
Mrs. Feriel Al Mehdi Director 1 1,150 = =
Imran Azim Director - Nominee NIT - - - -
Munir Karim Bana Director - Nominee Loads Limited q 200 = =
Jalees Ahmed Siddiqi Director - Nominge - Gl Insurance Limited 4 100 - -
Mr. Shafigue Anjum Directar - - i 25050
Loads Limited Associated Company 1 3268820 = =
16l Inurance Limited Associated Company T 5462060 - - 1
NIT Government Institution 5 7.1883%0 = = 5
Foreign Company - - 1 5512500 e
Bank; DFJ, lnsurance 7 1818132 2 180 9
Jeint Stock Camparnies 2 240516 ot 4328 33
Investment Companies 4 25,700 = = 4
Pubiic Sector = = = = =
Madaraba = = = = =
Executive B = = - =
Company Secratary - = - = =
Dthers 8 49264 = = 8
individual 2080 6003688 1574 2426143 3864

SHAREHOLDERS HOLDING 10% SHARES

1 IGH INSLIRANCE LIMITED 5442060
2 SYED SHAHID AL 1379226
3 ESCANABA LIMITED 5512500
4 NATIONAL BANK OF PAKISTAN 7188350

Intimation under Clause (1) of sub-regulation (XVI) of Regulation 35 of Chapter (X1) of Listing Regulations of Karachi Stock Exchange Limited during the year.

Mo of Shares PriceperShare  No of Shares  Conversion Price® No. of Shares Market Price

Syed Shakid Ali 2182051 ‘B0.60 1045205 59,14

Syed Sheharyar Al 521,700 8000 220852 5814 5,255 101.00
Dr. Mrs. Niloufer Mahd: S0475 80.00 7175 59 14

Mrs. Feriel Al Mahd 150 BoGO - B

Imran Az (50) 197,97
Munir Karim Bana N 32200 5814 (32.000) B4 L5
lalees Ahmed Siddigs 100 117.05

*Participation Term Certificate : - Conversion Price is Bs. 58:14 per share: This is the opportunity cost of the principal value of TCLTC forgone to get One
agditional Ordinary Share of the Company,
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Information for Shareholders

Company's Registered Office/\Works

Treet Corporation Limited

72-B, Industrial Area, Kot Lakhpat, Lahore
Tel, 042-35830881, 35156567

Fax: 042-35114127, 35836770

Share Registrar

M /s Scarlet |.T Systems (Private) Limited
24-Ferozepur Road, Lahore

Tel DLZ2-37426T44

Fax; 042-37570303

Listing on Stock Exchanges

Treet Corporation Limited is listed on:
Karachi Stock Exchange Limited
Lahore Stock Exchange Limited
Islamabad Stock Exchange Limited

Stock Symbols

The stock symbal for dealing in equity shares of Treet
Corporation Limited is Treet’

The stock symbol for dealing in PTC of Treet Corporation
Limited 1s TCLTC

Listing Fees

The Annual listing fee for the Financial Year 2014-2015 has
been paid within the prescribed time limit.

Statutory Compliance

During the year, the Company has complied with all
applicable provisians, filed all returns/forms and furnished
all the relevant particulars as required under the Companies
Ordinance, 1984 and allied rules, the Securities and Exchange
Commission of Pakistan (SECP) Regulations and the Listing
requirements,

Share Transfer System

Share transfers received by the Company's Share Registrar
are registered within the prescribed period.

Proxies

Pursuant to Section 167 of the Companies Ordinance,
1984 and according to the Memorandum and Articles of
Association of the Company, every shareholder of the
Comparny who is entitled to attend and vote at a general
meeting of the Company can appeint another person as
his/her proxy to attend and vote on his/her behalf. Every
notice calling a general meeting of the Company contains
a statement that a shareholder entitled to attend and vote
is entitled to appoint a proxy who ought to be a member of
the Company.

The instrument appointing a proxy (duly signed by the
shareholder appointing that proxy) should be deposited
at the registered office of the Company not less then forty
eight hours before the meeting.

Notification of SECP for the purpase of CNIC of Sharehalders

The shareholders are informed that SECP through SRO

779(1)2071 dated August 18, 2011 has made it mandatary
that dividend warrants issued by the issuer should bear
Computerized National Identity Card (CNIC) numbers of the
registered shareholders, except in the case of minor(s) and
corporate sharehoiders. The shareholders are, therefore,
requested to provide by mail ar fax, photocapy of their CNIC
and in case of foreigner, copy of passport, unless it has
already been provided.

Dividend Mandate (Optional)

Transferee of shares may exercise option for dividend
mandate by using the revised "Farm of Transfer Deed". The
revised form of transfer deed will enable the transferees to
received cash dividend directly in their bank accounts, if such
transferee provides particulars of his/her/its bank account
which he/she/it desires to be used for credit of cash
dividend. The existing shareholders have the option o seek
the dividend mandate by using the standardized “Dividend
Mandate Form” if they so desire. Shareholders maintaining
shareholding under Central Depository System (CDS) are
advised to submit their bank mandate information directly
to the relevant participant/CDC Investor Account Service.

Annual General Meetings

Pursuant to Section 158 of the Companies Ordinance, 1984,
The Company holds a General Meeting of shareholders
at least once a year. Every shareholder has a right to
attend the General Meeting. The notice of such meeting
is sent to all the shareholders at least 21 days before the
meeting and also advertised in at least one English and
one Urdu newspaper having circulation in Karachi, Lahore
& Islamabad.

Financial Information

The Company has uploaded the Annual and Quarterly
Accounts on the Company's website.

Company's Website

Updated information regarding the Company can be
accessed at www . treetonline.com. The website contains
the |atest financial results of the Company together with
Company’s profile and product range.

Free Float of Shares

No.-of Shares Dutstanding 11614721 39408423 51023144
Shares held by Directors 3273570 15268453 18542023
Shares held by Assacates 8710880 B710EED
Shares held by Govermment Institution 7188380 7182300
Shares held by foreign companies 5512500 512500
Others 2528651 820700 10689351

B4, 72-1_ IS LOBLZE 51,023 ths
Free Float of Shares as on lune 30, 2014 8,240,700 8240700
SUFFR Rt 20912 18.45%
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Information for Shareholders

To: All Shareholders of the Company
COPY OF COMPUTERIZED NATIONAL IDENTITY CARD (CNIC) DULY ATTESTED

As per direction to all listed companies by the Securities and Exchange Comnmission of Pakistan vide SRO. 779(1)/2011
dated August 18, 2011, the "DIVIDEND WARRANTI(S)" should bear the Computerized National ldentity Card number of the
registered member(s), except in the case of minor(s} and carporate members, and dividend warrant cannot be issuad
without inserting the CNIC number of the member(s) or its authorized person(s).

For this purpose, please provide us an attested copy of your CNIC (if not provided earfier) ON MOST URGENT BASIS for
compliance with the directions of SECP, failing which your future dividend warrantfs), if any, will be withheld till the

compliance of the above referred notification.

You must mention vour Falio Number and Name of Company on the face of your CNIC copy for identification.

Copy of your CNIC may please be sent to us at Registered Office of the Company.

Yours faithfully,
For TREET CORPORATION LIMITED

£

Rana Shakeel Shaukat
Company Secretary

Notification issued by SECP dated August 18, 2011,

5.R.0. 779(1)/2011.In exercise of the powers conferred by Section 5068 of the Companies Ordinance, 1984 (XLVII of
1984), the Securities and Exchange Cemmission of Pakistan is pleased to direct all the listed companies to issue dividend
warrant(s) only crossed as “A/C payee only” in the name of registered member or in the name of authorized person where
a registered member authorizes the company to pay dividend on his behalf to any person. The dividend warrant(s) should
also bear the Computerized National Identity Card Number of the registered member or the authorized person, except in
the case of minorls) and corporate members.
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To:  All Shareholders of the Company
DIVIDEND MANDATE FORM

Please be informed that under Section 250 of the Companies Ordinance, 1984 a Shareholder may, if so desired, direct the
Company to pay dividend through his/her/its bank account.

In pursuance of the directions given by the Securities and Exchange Commission of Pakistan vide Circular Na. 18, of 2013
dated June 05,2013 we request all the registered shareholders of M/s Treet Corporation Limited to authorize the Company,

if s0 desired. ta directly credit in their bank account cash dividend, if any, declared by the Company in the future,

[PLEASE NOTE THAT THIS DIVIDEND MANDATE IS OPTIONAL AND NOT COMPULSORY. IN CASE YOU DO NOT WISH YOUR
DIVIDEND TO BE DIRECTLY CREDITED INTO YOUR BANK ACCOUNT, THEN THE SAME SHALL BE PAID TO YOU THROUGH THE
DIVIDEND WARRANTS]

Do you wish the cash dividend declared by the company, if any, to be directly credited in your bank account, instead receiving
the same via dividend warrants?

Pleasetick” "any of the fallowing boxes.

No | |_Yes

f“YES', please provide the following information:

RS R T F T e T I T R B R

Name of Shareholder

Folio No./CDC 1D

Title of Bank Account

Bank Account No

Bank's Name

Branch Name and Address

Cpll Phaone Mumber of Transferee

Landline Nurmber of Transferee. if any

It i< <tated that the above mentioned information is correct, and that | will intimate the changes in the above mentioned
information to the Company and the concerned Share Registrar as soon as these oceur.

Signature of the Member/Shareholder
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I/ We

of - being a Member of Treet Corporation Limited and holder(s) of

o . Ordinary Shares as per Share Register Folio No. ___

For beneficial owners as per CDC List

CDC Participant I.D, No;

NCNoL LI [ T I TTTTTT M passportNo. __

Sub Account No. ___

hereby appoint Mr./Mrs./Miss.__

__or failing him/her Miss/Mrs/ Mr

asmy / our proxy to attend and vote for me / us and my /our behalf at Annual General Meeting

of the Company to be held on Friday, October 31, 2014, at 1100 A M. and at every adjournment thereof, if any.

Please affix Rupees
Five Revenue Stamp

(Signature should agree with the specimen
signature registered with the Company)

Signedthis _________ dayof Octeber 2014 Signature of Shareholder 3
Signature of Proxy B B

1. WITNESS 2. WITNESS ]
Signature: _ o o Signature: __ o
Name: __ _ ~ - Name: ___ -

| Address: B - Address N B
enicno LT T I [ ] QaEEEEE EEEEEEE B
or Passport No.__ L or Passport No._ N J

This Proxy Form. duly completed and signed, must be
received at above mentioned address the Registered
Office of the Company, not less than 48 hours before
the time of holding the meeting,

If 2 member appoints more than one proxy and mare
than one mmstruments of proxy are deposited by a
member with the Company, all such instruments of
‘proxy shall be rendered invalid.

For CDC Account Holders / Corporate Entities In
addition to the above the following requirements have
to be met

Attested copies of CNIC or the passport of the beneficial
owners and the proxy shall be provided with the proxy
farms

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

In case of a corporate entity, the Board of Directors
resolution/power of attorney with specimen signature
shall be submitted (unless it has been provided earfier)
alongwith proxy form to the Company.
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To thrive in today's economy, we
must challenge the status quo
and get the necessary
skills/know-how to succeed and

revisit our paradigms

Head Office:

72-B, Industrial Area, Kot Lakhpat, Lahore - 54770
Phone: +92-42 35830881 - 35156567 - 3512296
Fax: +92-42 35114127 - 35836770






