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Independent Auditor’s Report
To the Shareholders’ of Anwar Galvanizing Limited

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of Anwar Galvanizing Limited (the “Company”), which comprise
the Statement of Financial Position as at 30 June 2021 and along with the Statement of Profit or Loss and
Other Comprehensive Income, Statement of Changes in Equity and Statement of Cash Flows for the year then
ended, and notes to the financial statements, including a summary of significant accounting policies and other
explanatory information.

In our opinion, the accompanying financial statements is present fairly, in all material respects, the financial
position of the Company as at 30 June 2021, and of its financial performance and its cash flows for the year
then ended in accordance with International Financial Reporting Standards (IFRSs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditors’ Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the Company in accordance with the International
Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code) together
with the ethical requirements that are relevant to our audit of the financial statements in Bangladesh, and we
have fulfilled our other ethical responsibilities in accordance with these ethical requirements. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit
of the financial statements of the current period. These matters were addressed in the context of our audit of
the financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate
opinion on these matters.

L 'l“lé'\'féntle Recogﬁittbn

" See note 16.00 to the financial statements i

Risk

Our Response to the Risks

The company reported total revenue of BDT
609,988,495 as 30 June 2021.

Revenue increased by BDT. 75,736,847 which
shows 14% higher revenue compared to last year.
We focus on the risk of material misstatement in
the recognition of revenue, as a result of both
| fraud and error, because revenue is material and
is an important determinant of the company’s
profitability, which has a consequent impact on
its share price performance.

Revenue is derived from sales of GI Fittings and
Others (scrap and wastage) as disclosed in note

We have tested the design and operating effectiveness of
key controls focusing on the following:

e calculation of each GI Fittings sales and Others sales;
e specific reason behind no sales of brake drum.

e segregation of duties in invoice creation and
modification; and

e Timing of revenue recognition.

Our substantive procedures in relation to the revenue
recognition comprises the following:

e Obtaining supporting documentation for sales
transactions recorded at the yearend date to
determine whether revenue was recognized in the

Mahfel Hug & Co. is an independent member firm of AGN International, UK. AGN International is a worldwide association of separate and
independent accounting and consulting firms. Each member of AGN operates under its own local or national name and remains autonomous
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current period;
e Critically assessing manual journals posted to
revenue to identify unusual or irregular items; and

Finally assessed the appropriateness and presentation of
disclosures against relevant accounting standards.

2. Valuation of Inventories

See note 4.00 to the financial statements

Risk

Our Response to the Risks

The company had inventories of BDT
202,405,019 at 30th June 2021, held in factory
premises and warehouse.

Inventory value is measured at the lower of cost
and net realizable value. As a result, the Directors
apply judgment in determining the appropriate
values for value in use and working progress.

The Work in Progress is calculated within the
company’s accounting systems using an
automated process. Where local systems require
manual interfaces and inputs, there is a risk that
inappropriate management override and/or error
may occur.

We challenged the appropriateness of management’s
assumptions applied in calculating the value of the
inventory provisions by:

* evaluating the design and implementation of key
inventory controls operating across the company,
including those at a sample of warehouses.

* comparing the net realizable value, obtained through a
detailed review of sales subsequent to the year-end, to the
cost price of a sample of inventories and comparison to |
the associated provision to assess whether inventory

provisions are complete; and

* challenging the completeness of inventory provisions
through assessing actual and forecast sales of inventory |
to assess whether provisions for slow-moving/obsolete |
stock are valid and complete, if any ‘

3. Trade Receivables

See note 5.00 to the financial statements

Risk

Our Response to the Risks

The company has BDT. 81,694 of trade
receivables as at 30 June 2021, which is net of
Provision of bad debt amount to BDT. 812,557.

The company has a large number of dealers,
therefore the size of the trade receivable balance
and the high level of management judgment used
in determining the impairment provision is a
significant issue.

For trade receivables and the management’s policy for
bad debt provision, our key audit procedures included the
following:

e We performed trade receivables balance
confirmations from the dealers on a sample basis;
We analyzed the aging of trade receivables; and

* We obtained a list of long outstanding receivables
and assessed the recoverability of these through
inquiry with management and by obtaining sufficient
corroborative evidence to support the conclusions.

Mahfel Hug & Co. is an independent member firm of AGN International, UK. AGN International is a worldwide association of separate and
independent accounting and consulting firms. Each member of AGN operates under its own local or national name and remains autonomous.
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Other Information

Management is responsible for the other information. The other information comprises all of the information
in the Annual Report other than the financial statements and our auditor’s report thereon. The Annual Report
is expected to be made available to us after the date of this auditor’s report.

Our opinion on the financial statements does not cover the other information and we do not express any form
of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
identified above when it becomes available and, in doing so, consider whether the other information is
materially inconsistent with the financial statements or our knowledge obtained in the audit or otherwise
appears to be materially misstated.

Responsibilities of Management and Those Charged with Governance for the Financial Statements and
Internal Controls

Management is responsible for the preparation and fair presentation of the financial statements of the
Company and for such internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends to liquidate the Company or to cease
operations, or has no realistic alternative but to do so. Those charged with governance are responsible for
overseeing the Company’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

* Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances.

* Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

* Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
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conditions that may cast significant doubt on the Company’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Company to cease to continue as
a going concern.

¢ Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

e Obrtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities to express an opinion on the financial statements. We are responsible for the
direction, supervision and performance of the audit. We remain solely responsible for our audit
opinion.

We communicate with those charged with governance regarding, among other matter, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that
we identified during our audit.

Report on other Legal and Regulatory Requirements

In accordance with the Companies Act, 1994, the Securities and Exchange Rules 1987 and other applicable

laws and regulations, we also report that:

(i) we have obtained all the information and explanations which to the best of our knowledge and belief
were necessary for the purpose of our audit and made due verification thereof;

(ii) in our opinion, proper books of account as required by law have been kept by the Company so far as it
appeared from our examination of those books;

(iii)  the statement of financial position and statement of profit or loss and other comprehensive income
together with the annexed notes dealt with by the report are in agreement with the books of account
and returns;

A .

Md. Abdus Satter Sarkar, FCA

ICAB enrollment no. : 1522

Mahfel Huq & Co., Chartered Accountants
Firm Registration no. P-46323

Dhaka, 09 October, 2021 DVE: 21101215 22 A<25 4200

Mahfel Hug & Co. is an independent member firm of AGN International, UK. AGN International is a worldwide association of separate and
independent accounting and consulting firms. Each member of AGN operates under its own local or national name and remains autonomous.
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As at 30 June 2021
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30 June 2021 30 June 2020
Notes
BDT BDT
Assets
Non-current assets
Property, plant and equipment 3.00 135,451,777 91,793,269
135,451,777 91,793,269
Current Assets
Inventories 4.00 202,405,019 116,694,083
Trade receivables 5.00 81,694 4,470,157
Advances, deposits and pre- payments 6.00 67,412,081 40,822,970
Short term investment 7.00 5,400,000 919,051
Cash and cash equivalents 8.00 25,676,820 28,469,311
300,975,614 191,375,573
Total Assets 436,427,391 283,168,842
Equity and liabilities
Shareholders' equity
Share capital 9.00 152,460,000 145,200,000
Retained earnings 10.00 50,413,298 13,031,854
Other components of equity 11.00 - (645,275)
202,873,298 157,586,579
Non-current liabilities
Deferred tax liabilities 12.00 8,639,338 9,402,441
8,639,338 9,402,441
Current liabilities
Trade and other payables 13.00 110,379,479 87,200,645
Income tax liabilities 14.00 14,893,440 10,230,526
Short term loan 15.00 99,641,836 18,748,650
Total current liabilities 224,914,755 116,179,822
Total Equity and Liabilities 436,427,391 283,168,842
Net Asset Value Per Share 23.00 13.31 10.85

The annexed notes form an integral part of these financial statements

—_——

Company Secretary Director Marfaging Diretor~

Signed as per our annexed report on even dat

X tr

Md. Abdus Sattar Sarker, FCA

ICAB enrollment no: 1522

Mahfel Huq & Co., Chartered Accountants
Firm Registration no. P-46323

DVC: 2110121529 AS2K6€00

Place: Dhaka
Dated : 09 October, 2021
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Anwar Galvanizing Limited
Statement of Profit or Loss & Other Comprehensive Income
For the year ended 30 June 2021

Notes 01 July 2020 to 30 01 July 2019 to 30
June 2021 June 2020

BDT BDT
Revenue 16.00 609,988,495 534,251,648
Cost of goods sold 17.00 (510,807,033) (464,269,433)
Gross profit 99,181,462 69,982,214
Operating expenses
Administrative expenses 18.00 (14,379,731) (15,059,989)
Selling and distribution expenses 19.00 (16,366,173) (13,128,587)

(30,745,903) (28,188,575)
Operating profit 68,435,559 41,793,639
Financial expenses 20.00 (3,812,452) (1,025,231)
Non-operating income 21.00 12,925,939 176,541
Profit before distribution of WPPF 77,549,046 40,944,949
Contribution to WPPF 13.01.01 (3,692,812) (1,949,760)
Profit before tax 73,856,234 38,995,189
Income tax expense
Current 14.00 (14,893,440) (10,421,922)
Deferred 12.00 763,103 917,612

(14,130,337) (9,504,310)
Profit after tax 59,725,897 29,490,879
Other comprehensive income
Unrealized gain/(loss) on marketable securities 7.00 - (298,417)
Total comprehensive income for the year 59,725,897 29,192,463
Basic Earning Per Share 24.01 3.92 2.03
Restated Earning per share 24.02 3.92 1.93

The annexed notes form an integral part of these financial statements

On -

Company Secretary Director

Signed as per our annexed report on even date

X L.

Md. Abdus Sattar Sarker, FCA

ICAB enrollment no: 1522

Mahfel Huq & Co., Chartered Accountants
Firm Registration no. P-46323

Dve: 21101215 22 AS25C 800

Place: Dhaka
Dated : 09 October, 2021




Anwar Galvanizing Limited
Statement of Changes in Equity
For the year ended 30 June 2021
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Amount in BDT

Retained SIE
Particulars Share Capital . Components of Total
Earnings .
Equity

Balance as on 30 June 2019 145,200,000|  (1,939,025) (346,858)| 142,914,117
Profit after tax - 29,490,879 (298,417) 29,192,463
Cash dividend - | (14,520,000) - | (14,520,000)
Balance as on 30 June 2020 145,200,000 13,031,854 (645,275)| 157,586,579
Prior period adjustment - (191,396) - (191,396)
Profit after tax - 59,725,897 - 59,725,897
Gain/ (loss) from sales realisation - - 272,218 272218
Transfer from OCI to retained earnings - (373,057) 373,057 -
Cash dividend - (14,520,000) - (14,520,000)
Stock dividend 7,260,000 (7,260,000) - -
Balance as on 30 June 2021 152,460,000 | 50,413,298 - 202,873,298

The annexed notes form an integral part of these financial statements

Company Secretary

Place: Dhaka
Dated : 09 October, 2021

o

Director

Managing Dirfctor”
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Anwar Galvanizing Limited
Statement of Cash Flows
For the year ended 30 June 2021
Amount in BDT

01 July 2020 to 30 01 July 2019 to 30

FAECOMN Nates June 2021 June 2020
Cash Flows from operating activities
Collection from customers and others 22.00 616,005,898 548,126,273
Payment for suppliers, employees and others (606,376,861) (484,308,625)
Income tax paid (15,850,023) (11,753,781)
Interest paid (1,823,939) (708,849)
Net cash inflow/(outflow) from operating activities (8,044,925) 51,355,018
Cash flows from investing activities
Payment for the acquisition of property, plant and equipment (9,164,508) (9,049,256)
Payment for the capital work-in-progress (44,660,624) (5,830,973)
Investment in securities (4,480,949) -
Net cash inflow/(outflow) from investing activities (58,306,080) (14,880,229)
Cash flows from financing activities
Dividend paid (17,334,672) (10,680,144)
Loan against trust receipts (LTR) 80,893,185 (30,682,165)
Net cash inflow/(outflow) from financing activities 63,558,513 (41,362,309)
Net increase/(decrease) in cash and cash equivalents (2,792,491) (4,887,521)
Cash and cash equivalents at the beginning of the year 28,469,311 33,356,832
Cash and cash equivalents at the year End 25,676,820 28,469,311
Net Operating Cash Flow Per Share (NOCFPS) 25.00 (0.53) 3.54

The annexed notes form an integral part of these financial statements

o

Company Secretary Director Managing Director

Place: Dhaka
Dated : 09 October, 2021
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Anwar Galvanizing Limited
Notes to the Financial Statements
As at and for the year ended 30 June 2021

Reporting Entity
a) Company Profile

Anwar Galvanizing Limited (the “Company”) was incorporated in Bangladesh on 14th
February 1995, under the Companies Act, 1994 as a public company limited by shares. The
Company went for Initial Public Offering (IPO) of shares in November 1995 which was fully
subscribed and issued. The shares have since been listed and are being traded in Dhaka and
Chittagong Stock Exchanges.

The address of the registered office and the principal place of business is Baitul Hossain
Building (14™ Floor), 27, Dilkusha Commercial Area, Dhaka. The manufacturing plant is
located at Morkun, Tongi Industrial Area, Gazipur.

b) Nature of Business:

The Company has been involved in the manufacturing of galvanized corrugated sheets and
galvanized GI fittings of all specifications and grades under the Building Material Division
(BMD) of Anwar Group of Industries (AGI). The company is the first manufacturer and local
market leader of galvanized iron-pipe fittings and brake drums. The company has suspended
its production and distribution of Brake Drum from May 2019 to utilize the full production
capacity in galvanized iron-pipe fittings which has better profit margin.

Summary of Significant Accounting Policies and Basis of Preparation of the Financial
Statements:

Statement of Compliance:

The preparation and presentation of the financial statements and the disclosure of information
have been made in accordance and in conformity with International Financial Reporting
Standards (IFRSs), International Accounting Standards (IASs), the Companies Act 1994, the
Securities and Exchange Rules 2020 and other applicable laws in Bangladesh.

Going Concern:

The company has adequate resources to continue in operation for foreseeable future and
hence the financial statements have been prepared on going concern basis. As per
management assessment there are no material uncertainties related to events or conditions
which may cast significant doubt upon the Company's ability to continue as a going concern.
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Compliance with Financial Reporting Standards as applicable in Bangladesh:

IAS/ Title
IFRS Remarks
IAS 1 Presentation of Financial Statements Complied
IAS 2 Inventories Complied
IAS 7 Statement of Cash Flows Complied
IAS 8 Accounting Policies, Changes in Accounting Estimates and

Errors Complied
IAS 10 Events after the Reporting Period Complied
IAS 12 Income Taxes Complied
IAS 16 Property, Plant and Equipment Complied
IAS 19 Employee Benefits Complied
IAS 20 Accounting for Government Grants and Disclosure of

Government Assistance N/A
IAS 21 The Effects of Changes in Foreign Exchange Rates Complied
IAS 23 Borrowing Costs Complied
IAS 24 Related Party Disclosures Complied
IAS 26 Accounting and Reporting by Retirement Benefit Plans N/A
1AS 27 Consolidated and Separate Financial Statements N/A
IAS 28 Investments in Associates and Joint Ventures N/A
IAS 31 Interests in Joint Ventures N/A
IAS 32 Financial Instruments: Presentation Complied
IAS 33 Earnings per Share Complied
IAS 34 Interim Financial Reporting Complied
IAS 36 Impairment of Assets Complied
IAS 37 Provisions, Contingent Liabilities and Contingent Assets Complied
IAS 38 Intangible Assets Complied
IAS 40 Investment Property N/A
IAS 41 Agriculture N/A
IFRS-1 First-time Adoption of International Financial Reporting

Standards N/A
IFRS-2 Share Based Payment N/A
IFRS-3 Business Combinations N/A
[FRS-4 Insurance Contracts N/A
IFRS-5 Non-Current Assets held for Sale and Discontinued Operations | Complied
IFRS-6 Exploration for and Evaluation of Mineral Resources Complied
IFRS-7 Financial Instruments: Disclosures N/A
[FRS-8 Operating Segments N/A
IFRS-9 Financial Instruments Complied
IFRS-10 Consolidated Financial Statements N/A
IFRS-11 Joint Arrangements N/A
IFRS-12 Disclosure of Interests in Other Entities Complied
IFRS-13 Fair Value Measurement Complied
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IFRS-14 Regulatory Deferral Accounts N/A
IFRS-15 Revenue from contracts with customers Complied
IFRS-16 Leases Complied

Other Regulatory Compliances:
The company is also required to comply with the following major legal provisions in addition
to The Companies Act 1994 and other applicable laws and regulations but not limited to:

a) The Income Tax Ordinance & Rules, 1984

b) The Value Added Tax and Supplementary Duty Act & Rules, 2012
c) The Security & Exchange Rules, 2020

d) The Customs Act 1969

e) The Bangladesh Labour Act 2006 (Amended in 2013)

f) The Bangladesh Labour Rules 2015

Basis of Measurement:

The financial statements have been prepared on the historical cost basis except for the ‘Short
Term Investment” measured at present value using ‘mark to market’ concept with unrealized
gain/loss presented in non-operating income. No consideration was taken for the effect of
inflation.

Use of Estimates and Judgments:

The preparation of financial statements require management to make judgments, estimates
and assumptions that affect the application of accounting policies and reported amounts of
assets, liabilities, income and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revision of
accounting estimates is 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 periods if the revision
affects both current and future periods.

Information about assumptions, estimation and judgments uncertainties that have a
significant risk of in the year ending 30 June 2021 is included in the following notes:

Note 12: Deferred tax liabilities

Note 05.01: Provision for trade receivables

Note 03: Useful life and residual value of property, plant and equipment
Note 13.1: Provision for expense

Note 14: Current tax liabilities

11
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Cash Flow Statement:

IAS 1 requires that a complete set of financial statement requires preparation of statement of
cash flows. The statement of cash flows is prepared as it provides information about cash
flows of the enterprise which is useful in providing users of financial statements with the
information about ability of the enterprise to generate cash and utilization of those cash.

Statement of Changes in Equity:

The Statement of Changes in Equity reflects information about the increase or decrease in net
assets or wealth. The statement also shows item-wise movement along with the description of
changes from the end of last year to the end of current period.

Significant Accounting Policies:

The accounting policies set out below have been applied consistently to all periods presented
in these financial statements. Certain comparative amounts in the financial statements have
been reclassified and rearranged to conform to the current year’s presentation.

Property, Plant and Equipment:
a) Recognition and measurement:

In pursuant to IAS 16: Property, Plant and Equipment, the cost of an item of property, plant
and equipment is recognized as an asset if, and only if it is probable that future economic
benefits associated with the item will flow to the entity, and the cost of the item can be
measured reliably.

Fixed assets have been accounted for at cost less accumulated depreciation. Cost includes
expenditure that is directly attributable to the acquisition of the items.

Subsequent costs of enhancement of existing assets are recognized as a separate asset, only
when it is probable that future economic benefits associated with the item will flow to the
company and the cost of such items can be measured reliably. All other expenditures are
charged to the Profit and Loss account in the financial period which they are incurred.

b) Depreciation:

No depreciation is charged on land and capital work in progress (CWIP) as the land has
unlimited useful life and CWIP has not yet been placed in service.

Depreciation on assets is calculated using the Straight Line Method to allocate the cost

amount over their estimated useful lives. In respect of addition of fixed assets, Depreciation is
charged from the date of acquisition i.e., when it is ready for use.

12
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Depreciation is charged using the following rates on the fixed assets:

Asset Category Depreciation Rate

FY 2020-21 FY 2019-20
Land & Land Development 0% 0%
Building & Construction 2.5%-10% 2.5%-10%
Plant, Machinery & Equipment 7.5%-33.33% 7.5%-33.33%
Office Equipment 10%-25% 10%-25%
Furniture & Fixtures 10%-20% 10%-20%
Vehicles 7.5% 7.5%

¢) Retirement and disposals:

An item of property, plant and equipment is derecognized upon disposal or when no future
economic benefits are expected from its use or disposal. Any gain or loss on derecognition of
an item of property, plant and equipment is determined as the difference between the net
disposal proceeds and the carrying amount of the asset and is recognized as profit or loss.

d) Impairment of Assets:

The carrying amount of Company’s assets is reviewed with sufficient regularity to determine
whether there is any indication of impairment. Any impairment loss is recognized in the
profit and loss account if the carrying amount of an asset exceeds its recoverable amount
(IAS 36 Impairment of Assets). No such impairment loss has been arisen and recognized
during the year ended 30 June 2021.

Inventories:

Inventories except materials in transit are measured at the lower of cost and net realizable
value. The cost of inventories is based on the weighted average method, and includes
expenditure incurred in acquiring the inventories, production or conversion costs and other
costs incurred in bringing them to their existing location and condition. In the case of
manufactured inventories and work-in-progress, cost includes an appropriate share of
production overheads based on normal operation capacity.

Allowance for inventory is periodically recognized mainly on the basis of failure in quality
control testing, net realizable value, non-compliance testing, near to expiry etc. Net realizable
value is the estimated selling price in the ordinary course of business, less the estimated costs
of completion and selling expenses.

Material in transit represents the cost incurred up to the date of the statement of financial
position for the items that were not received but the relative risk has been transferred till to
the date of reporting. Inventory losses and abnormal losses are recognized as expenses.

Leases:

All leases other than those which meet the definition of finance lease are treated as operating
lease and are recognized in the statement of profit and loss. Payments made under operating

13
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leases are recognized in profit or loss. For non-cancellable operating leases payments are
recognized on a straight line basis over the term of the lease.

Financial instruments:

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

Non-derivative financial instruments comprise investments in shares and term deposit, trade
receivables, other receivables, intercompany receivables, cash and cash equivalents, trade
payables, other payables, intercompany payables, share capital and interest-bearing
borrowings.

a) Financial Assets:

The Company initially recognizes receivables and deposits issued on the date when they are
originated. All other financial assets are initially recognized on the trade date.

The Company derecognizes a financial asset when the contractual rights to the cash flows
from the asset expire, or it transfers the rights to receive the contractual cash flows in a
transaction in which substantially all of the risks and rewards of ownership of the financial
asset are transferred, or it neither transfers nor retains substantially all of the risks and
rewards of ownership and does not retain control over the transferred asset.

The classification and measurement of financial assets is based on the basis of both:

a. the entity’s business model for managing the financial assets; and
b. the contractual cash flow characteristics of the financial assets.

Three measurement classifications for financial assets have been established: amortised cost,
fair value through other comprehensive income and fair value through profit and loss. These
measurement classifications align with three business models available under IFRS 9:

e Hold to Collect — Financial assets held with the objective to collect contractual cash
flows

¢ Hold to Collect and Sell — Financial assets held with the objective to collect and sell
contractual cash flows

e Other — Financial assets held for trading or assets that do not meet the criteria for
either “Hold to collect’ or ‘Hold to collect and sell’. Financial assets designated as
trading are held with an objective to sell the assets in the short term.

For purposes of determining the measurement classification, financial assets under the ‘Hold
to Collect’ and ‘Hold to Collect and Sell” business model require an assessment to determine
whether the cash flows are solely payments of principal and interest (SPPI). Basic lending
arrangements with limited volatility in cash flows typically have contractual cash flows that
are SPPI; however, other factors should be considered in making this determination, such as
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whether interest payments provide only a consideration for the passage of time associated
with time value of money.

Financial assets under a Hold to collect business model, with contractual cash flows that are
SPPI, are classified and measured at amortised cost. Financial assets under a Hold to Collect
and Sell business model, with contractual cash flows that are SPPI, are classified and
measured at fair value through other comprehensive income (FVOCI).

Financial assets that have contractual cash flows that are not SPPI, are designated as trading
or do not fit the business model criteria for hold to collect and hold to collect and sell share
measured at fair value through profit and loss (FVTPL). Equity instruments are always
measured at FVTPL unless an irrevocable option is elected at initial recognition to present
fair value changes in OCI. Fair value changes recorded in OCI for equity instruments are not
recycled to profit and loss.

Based on the above the basis of recognition and measurement are as follows:

Amortized cost:

The asset is measured at the amount recognized at initial recognition minus principal
repayments, plus or minus the cumulative amortization of any difference between that initial
amount and the maturity amount, and any loss allowance. Interest income is calculated using
the effective interest method and is recognized in profit and loss. Changes in fair value are
recognized in profit and loss when the asset is derecognized or reclassified.

At fair value through profit or loss:

A financial asset is classified as at fair value through profit or loss if it is classified as held for
trading or is designated as such on initial recognition. Financial assets are designated as at
fair value through profit or loss if the Company manages such investment and makes
purchase or sale decisions based on their fair value in accordance with the Company’s
documented risk management or investment strategy. Attributable transactions costs are
recognized in profit and loss as incurred. Financial assets at fair value through profit or loss
are measured at fair value and changes therein which take into account and dividend income
are recognized in profit or loss.

At fair value through other comprehensive income

The asset is measured at fair value and changes in value are transferred through other
comprehensive income.

The Company's financial assets comprise trade and other receivables, investment in shares
and term deposit and cash and cash equivalents.

Trade, Other and Intercompany Receivables:

Trade, other and intercompany receivables are recognized at original invoiced amount. After

initial recognition these are carried at amortized cost less impairment losses due to un

collectability of any amount so recognized. Receivables are stated at netted off provision for

bad and doubtful debt and written off. Provision is made in the financial statements

considering the uncertainty of recovery at the date of the statement of financial position and
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bad debts are written off when the debts became finally irrecoverable based on assessment
and judgment made by senior management of the Company.

Investment in Shares-other than the Investment in Subsidiaries, Associates and Joint Ventures:

Investment in listed securities is measured at fair value through profit or loss on portfolio
basis as per IFRS 9.

Cash and Cash Equivalents:

Cash and cash equivalents comprise cash balances and all call deposits with original
maturities of three months or less. Bank overdrafts that are repayable on demand and form an
integral part of the Company's cash management are included as a component of cash and
cash equivalents for the purpose only of the statement of cash flows. There is no bank
overdraft availing by the company.

b) Financial Liabilities:

The Company initially recognizes financial liabilities on the transaction date at which the
Company becomes a party to the contractual provisions of the liability. The Company
recognizes such financial liability when its contractual obligations arising from past events
are certain and the settlement of which is expected to result in an outflow from the entity of
resources embodying benefits. The Company derecognizes a financial liability when its
contractual obligations are discharged or cancelled, or expired.

The Company's financial liabilities comprise trade and other payables and interest-bearing
borrowings.

Trade Payables

Trade payables are recognized at fair value.

Interest-bearing Borrowings

Interest-bearing borrowings are recognized initially at fair value less attributable transaction
costs. Subsequent to initial recognition, interest-bearing borrowings are stated at amortized
cost using the effective interest method less any impairment losses.

¢) Offsetting a Financial Asset and a Financial Liability

Financial assets and financial liabilities are offset and the net amount presented in the
statement of financial position when, and only when, the Company has a legal right to offset

the amounts and intends either to settle them on a net basis or to realize the asset and settle
the liability simultaneously.
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d) Reclassification of financial instruments on adoption of IFRS 9

On the date of initial application, the financial assets of the Company with any
reclassifications noted are as follows:

Accounts title Measurement category Carrying amount
IAS 39 IFRS 9 IAS 39 IFRS 9

Cash and cash Loans and Amortized costs 25,676,820 25,676,820
equivalent receivables

Short term Available for | Fair value through 5,400,000 5,400,000
investments sale profit or loss

Trade and other | Loans and Amortized costs 81,694 81,694
receivables receivables

Share Capital:

a) Authorized Capital:

Authorized capital is the maximum amount of share capital that the Company is authorized
by its Memorandum and Articles of Association to issue to shareholders.

b) Paid-up Capital:

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of
ordinary shares are recognized as a deduction from equity, net of any tax effect.

¢) Retained Earnings:

The surplus amount after appropriation of profit is kept in Retained Earnings.

Taxation:
a) Current Year:

During the year, provision for income tax has been calculated in compliance with the Income
Tax Ordinance 1984.

b) Previous Years Assessment Status:

The company submitted Income Tax Returns for assessment years from 2007-08 to 2020-21
(Income Years 2006-07 to 2019-20) to the Tax Authority availing facility u/s 82 BB of the
L.T. Ordinance, 1984. The returns so submitted to the Tax Authority are deemed to have been
accepted by the Tax Authority as per Section 82 BB. There is no further tax liability in
respect of these assessment years except for assessment year 2005-2006 and 2007-2008 for
which revised assessments have been completed and necessary provisions have been made.
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