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NOTICE is hereby given that 34th Annual General
Meeting of Highnoon Laboratories Limited will be
held on Thursday, April 27, 2017 at 10.30 a.m. at
Registered Office, 17.5 Kilometer Multan Road,
Lahore to transact the following business:

To confirm minutes of the Extra -Ordinary General
Meeting held on February 16, 2017.

To receive, consider and adopt the annual audited
financial ~statements of the Company and
consolidated financial statements with its subsidiary
for the year ended December 31, 2016 together
with Directors’ and Auditors’ Reports thereon.

To consider and approve payment of Cash Dividend
at the rate of eighty five percent (85%) and bonus
shares at the rate of twelve percent (12%) to the
shareholders as recommended by the Board of
Directors.

To appoint Auditors and fix their remuneration for
the year ending December 31, 2017.

To discuss any other business with the permission of
the Chair.

By order of the Board

Khadim Hussain Mirza
Company Secretary
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NOTICE OF
ANNUAL GENERAL MEETING

Notes:

1.

Share transfer books of the Company will remain
closed from April 21, 2017 to April 27, 2017 (both
days inclusive) for the purpose of determining the
entitlement of payout.

A member entitled to attend and vote at this
meeting may appoint another member as proxy to
attend and vote instead of him. The instrument of
proxy must be received at the Registered Office
of the Company, 17.5 K.M. Multan Road, Lahore
not less than 48 hours before the time of holding
the meeting. Members are advised to immediately
intimate our share registrar M/s Corplink (Pvt.)
Limited any change in their address.

All account holders registered through Central
Depository System shall authenticate their identity
by showing original CNIC at the time of attending
the meeting. In case of corporate entity, a certified
copy of resolution of the Board of Directors / valid
Power of Attorney having the name and specimen
signature of the nominee should be produced at the
time of meeting.

As directed by SECP, the dividend warrant
should bear the CNIC No. of the shareholders.
Shareholders whose CNIC Nos. are not available
shall not be issued dividend warrants in compliance
with regulatory requirements. Shareholders who
have not yet provided copy of their CNIC are
requested to provide the same to our share registrar
M/s Corplink (Pvt.) Limited at the earliest.

To enable the company to make tax deduction on
the amount of cash dividend @12.50% instead of @
20%, all shareholders who are filer of tax return are
advised to make sure that their names are entered
into the Active Tax Payers List (ATL) provided on the
website of FBR, before the date of AGM, otherwise
tax on their cash dividend will be deducted @20%
instead @12.50%. Corporate shareholders having
CDC account are required to have their NTN
updated with their respective participants, whereas
corporate physical shareholders should send a copy
of their NTN certificate to our share registrar M/s
Corplink (Pvt.) Ltd.

Shareholders who wish to receive Audited Financial
Statements and Notices in future through e-mail are
hereby advised to give their consent by sending
filled and signed Standard Request Form, available

HIGHNOON LABORATORIES LIMITED
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on our website i.e. www.highnoon-labs.com to
Registered Office of the Company or our share
registrar M/s Corplink (Pvt.) Ltd. Please note that
giving email address to receive Audited Accounts is
optional, in case, you do not want to give the email
address the same will be sent to you by post.

In  compliance with directive of SECP the
shareholders may authorize the Company by
sending their mandate on prescribed form to directly
credit the cash dividend in their bank account, if any,
declared in future. Please note that this mandate is
optional. In case shareholders do not want their
dividend to be directly credited into their bank
account then the same shall be paid to them through
the dividend warrants. Shareholders who wish to
avail the facility of direct credit into their bank
account are requested to fill in the Dividend
Mandate Form available on website of the Company
and send the same to our share registrar M/s
Corplink (Pvt.) Limited.

If the Company receives consent from members
holding in aggregate 10% or more shareholding
residing at a geographical location, to participate in

the meeting through video conference at least 10
days prior to date of meeting, the company will
arrange video conference facility in the city
subject to availability of such facility in the city. The
Company will intimate members regarding venue of
video conference facility at least 5 days before the
date of general meeting.

I/'We of

being a member of Highnoon Laboratories Limited,
holder of Ordinary Share(s) as
per Registered Folio No. hereby opt for
video conference facility at .

Signature of Member

The company has placed the annual Audited
Financial Statements for the year ended December
31 2016, along with the Auditors and Directors
Reports on its website: www.highnoon-labs.com.
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OUR VISION

We at Highnoon Laboratories Limited understand the
duties of being responsible corporate citizen and stand true
to our conviction and promise to work for the betterment
and prosperity of our people.




OUR MISSION

We strive to maintain excellence in our business practices
with the objective to benefit the medical community,
consumers, stakeholders and employees; and to improve
quality of life by providing quality products.




CORPORATE OBJECTIVES

I Excel in meeting customer needs.
Maintain leadership in national
pharmaceutical industry.

I Gain confidence of Doctors, Pharmacists

and Consumers who use our products.

and enhanced performance goals.

I Enhance export business.

I Seek employee involvement, continuous improvement

g L 4
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STATEMENT OF ETHICS & CORE VALUES

SHARED RESPONSIBILITY
The achievement and continuation of an ethical work environment is a shared responsibility among employees,
seniors, officials and directors of the company, which will be treated as confidential.

INTELLECTUAL HONESTY

Personal interaction among employees should be characterized by truthfulness, openness to new ideas and
consideration for the rights of others. Each member of the team should respect the right of others to freedom of
thought, opinion, speech and association.

PERSONAL CONDUCT

At Highnoon each employee is responsible for avoiding real or apparent conflicts of interest, ensuring that authority
is exercised within a framework of accountability and ensuring that information is managed in accordance with
relevant statutes. Employees must ensure that the organization’s interests are foremost in all business decisions and
shall remove themselves from decision making roles which involve the employee in any personal capacity or which
involve friends or family members.

RESEARCH

Research carried out by our organization shall be characterized by the highest standards of integrity and ethical
behavior. Every effort shall be made to ensure that all research data or results of projects or programs sponsored by
or under the administrative supervision of organization are represented properly and accurately.




DIRECTORS’ REPORT
to the Shareholders

The directors of your Company are pleased to present the audited financial statements for the year ended December

31, 2016. Financial highlights are given hereunder:

Financial Highlights of the Company

2016
Rs. ‘000’
Profit before tax 789,875
Taxation (254,899)
Profit after tax 534,976
Un-appropriated profit brought forward 907,981
Incremental Depreciation relationg to surplus on
revaluation of fixed assets - net of tax 6,779
Other Comprehensive loss - net of tax (10,129)
Profit available for appropriation 1,439,607
Appropriations:
Cash Dividend for the FY 2015
@ Rs.7.50 per share. (152,716)
Bonus Shares @ 12% FY 2015 (24,435)
1,262,456

EARNINGS PER SHARE

Based on the audited accounts for the year ended
December 31, 2016, the earnings per share (EPS) of
the Company worked to Rs.23.46 (2015: Rs.19.47
Restated).

DIVIDEND ANNOUNCEMENT

The Board of Directors of the Company have
recommended a final cash dividend of eighty five
percent (85%) (2015:75%) i.e. Rs.8.50 per share
(2015: Rs. 7.50 per share) and bonus shares at the
rate of twelve percent (12%) i.e., 12 shares for every
100 shares (2015: 12%) for the financial year ended
31 December 2016, for consideration and approval
by the shareholders at the Annual General Meeting.

PATTERN OF SHAREHOLDING

The pattern of shareholding along with categories of
shareholders as at 31 December 2016 as required
under Section 236 of the Companies Ordinance
1984 and listing regulations is presented on Page 36
of the Annual Report 2016.

BOARD OF DIRECTORS AND THEIR ATTENDANCE
AT MEETINGS
The board of directors of the Company consists of

ANNUAL REPORT
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seven members. During the year five meetings of
board of directors of the Company were held. The
attendance of members at meetings of the board is
summarized as under:

S. No. Name of Members Attendance
Mr. Tausif Ahmad Khan
Mr. Anees Ahmad Khan
Mr. Ghulam Hussain Khan
Mr. Taufig Ahmed Khan
Mr. Shazib Masud

Mrs. Zainub Abbas

Dr. Adeel Abbas Haideri

Noukrwh =
awau b o w

TRADING OF SHARES BY DIRECTORS, CEO, CFO
AND COMPANY SECRETARY ETC.

Directors, Chief Executive Officer, Chief Financial
Officer, Company Secretary, their spouses and minor
children have not sold or purchased shares of the
Company during the year ended 31 December 2016
except following:

S. Name Deletion/Sale Remarks

No. No of Shares

1. Mr. Ghulam Hussain Khan 6998 Sold in the
market

Mr. Ghulam Hussain Khan also gifted **150,000**
shares to his Children. In compliance with
requirements of Regulations of Pakistan Stock
Exchange, the members of the board in a meeting
held immediately after the transaction were apprised
with the details of these transactions.

AUDIT COMMITTEE

The board has established an Audit Committee in
accordance with the requirements of Code of
Corporate Governance. The Audit Committee consists
of three members including an independent director
who is Chairman of the Committee; rest of the
members are non-executive directors of the Company.

1. Mr. Shazib Masud, Chairman
2. Mr. Ghulam Hussain Khan Member
3. Mrs. Zainub Abbas Member

HIGHNOON LABORATORIES LIMITED




DIRECTORS' REPORT
to the Shareholders

Audit committee meetings were held prior to approval
of interim financial results of the Company by board of
directors and before and after completion of external
audit of the Company. During the year six meetings of
the Audit Committee were held, attendance of each
member in the meetings is summarized as under.

S. No. Name of Members Attendance
1. Mr. Shazib Masud 6

. Mr. Ghulam Hussain Khan 5
3. Mrs. Zainub Abbas 5

HUMAN RESOURCE AND REMUNERATION
COMMITTEE

In compliance with requirement of Code of Corporate
Governance, Human Resource and Remuneration
(HR&R) Committee consists of Chief Executive Officer
and two non-executive directors including Chairman.
The committee is responsible for recommending to
the Board human resource management policies,
selection,  evaluation, compensation (including
retirement benefits) and succession planning of the
CEO, CFO, Company Secretary and head of Internal

Audit and recommending to CEO on matters for key
management positions who report directly to the CEO.
Following are the members of HR&R Committee:

1. Mr. Tausif Ahmad Khan,

(Non-executive director) Chairman
2. Dr. Adeel Abbas Haideri

(CEO/Executive director) Member
3. Mrs. Zainub Abbas,

(Non-executive director) Member

One meeting of the committee was held during the
year which was attended by all members.

STATEMENT OF ETHICS AND BUSINESS PRACTICES
The Board has prepared and disseminated the State-
ment of Ethics and Business Practices. The statement
was signed by every director and employee of the
Company as a token of acknowledgement of his/her
understanding of the standards of conduct in relation
to persons associated or dealing with the Company.




EXTERNAL AUDITORS

The external auditors of the Company EY Ford
Rhodes, Chartered Accountants shall retire on the
conclusion of Annual General Meeting. Being eligible
for re-appointment under the listing regulations, they
have offered their services as auditors of the Company
for the financial year 2017. The Audit Committee has
recommended the appointment of EY Ford Rhodes,
Chartered Accountants as Auditors of the Company
for the year ending 31 December 2017 and the
Board agrees to the recommendation of the Audit
Committee.

The Auditors have also given their consent for the next
year and have conveyed that they have been given
satisfactory rating under the Quality Control Review of
Institute of Chartered Accountants of Pakistan and that
the firm and all its partners are fully compliant with the
code of ethics issued by International Federation of
Accountants (IFAC). Further they are also not rendering
any related services to the Company. The Auditors
have also confirmed that neither the firm nor any of
their partners, their spouses or minor children at any
time during the year held or traded in the shares of the
Company.

SUBSIDIARY COMPANY

A separate Directors’ Report has been attached with
consolidated financial statements of the Company with
its wholly owned subsidiary. The report also describes
updates on affairs of the subsidiary company.

CORPORAT:
EXCELLENCE

1 i i B
sAaragement Assocklion Of

akEsia
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DIRECTORS’ REPORT
to the Shareholders

CORPORATE GOVERNANCE
The Directors confirm compliance with the Corporate
and Financial Reporting framework of the Code of
Corporate Governance as contained in the listing
regulations for the following:

1. The financial statements together with the notes
thereon have been drawn up in conformity with the
Companies Ordinance, 1984. These statements,
prepared by the management present fairly the
Company’s state of affairs, the results of its
operations, cash flows and changes in equity.

2. Proper Books of accounts have been maintained.

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

4. International Financial Reporting Standards, as
applicable in Pakistan, have been followed in
preparation of the financial statements.

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

6. There are no significant doubts upon the
Company’s ability to continue as a going concern.

7. Accounting estimates are based on prudent
judgments and there are no outstanding statutory
payments on account of Government taxes, duties,
levies and charges except for those which have
been disclosed in note 11 and note 15 to the
financial statements.

8. There have been no material changes since 31
December 2016 and the Company has not entered
into any commitment, which would affect the
financial position at the report date.

9. None of the Directors have been convicted as a
defaulter of any loans of Banks / DFls, neither they
nor their spouses are engaged in the business of
stock brokerage. The Board has separately
appended “Statement of Compliance with Best
Practices of Corporate Governance” and auditors
have given unqualified review report thereon.

HIGHNOON LABORATORIES LIMITED
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DIRECTORS’ REPORT
to the Shareholders

. There has been no significant departure from
the Best Practices of Corporate Governance, as
detailed in the listing regulations.

. The value of investment of the Provident Fund
based on un-audited accounts as on 31 December
2016 was Rs.223.912 million as compared to
Rs.208.612 million as per audited accounts of 31
December 2015.

12. Key financial data for the last six years as an
investors’ guide is annexed to the Report.

WEB PRESENCE

In compliance with the requirements of Securities and
Exchange Commission of Pakistan (SECP) all information
relating to the Company including periodic financial
statements / annual reports etc., are available on the
website. Stakeholders and general public can log on
to Company’s website www.highnoon-labs.com to
retrieve their desired information.
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CHAIRMAN'S REVIEW

The Directors endorse the contents of the Chairman'’s
Review, which form part of the Directors’ Report. The
Board authorized the Chief Executive Officer to sign
the Directors’ Report on behalf of the Board.

For and on behalf of the Board

Dr. Adeel Abbas Haideri
Chief Executive Officer

Lahore: March 16, 2017
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CHAIRMAN'S REVIEW

| welcome you to the 34th Annual Gener-
al Meeting of the Company. | am delight-
ed to present Highnoon's annual perfor-
mance review with the audited financial
statements and the auditors’ report for
the year ended 31 December, 2016.

The performance of the Company clearly demon-
strates successful execution of strategy. In a highly
competitive market, we delivered strong momentum
in the second half of the year. For the year, we
generated record revenues, improved operating
margins and generated better cash flows.

FINANCIAL HIGHLIGHTS

Our sales revenue grew to Rs. 5,071 million from
Rs. 4,404 million registering a growth of 15%. The
growth in revenue and productivity improvements
contributed significantly to our profitability and
the profit after tax increased by 20% over last year.
Earnings per share also increased by 20%.

Distribution and selling expenses increased by Rs. 153 million over preceding year. Increase in selling and marketing
costs was primarily due to investment towards new product launches and significant expansion in sales personnel for
wider geographical reach. Other operational expenses remained as planned with no significant increase over last

year.

In line with our growth strategy, the Company acquired 100 percent shares of the Subsidiary Company. The new
facility is ready to produce antibiotics. The Company is working with the Drug Regulatory Authority of Pakistan
(DRAP) for the issuance of the Drug Manufacturing License. The new facility will formulate cephalosporin class of
antibiotics. Highnoon is ready to introduce 5 types of antibiotic injections, capsules and dry powder suspensions.

Profitability Margins

GP Margin = EBITDA Margin Operating Profit Margin
e=o== NPBT NPAT
GP, EBITDA & NPBT and
Operating Margin % NPAT Margin %
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Sales Trend

Local Export

Rs. in million
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CHAIRMAN'S REVIEW

PRODUCTS & MARKET UPDATE

The Company now holds a wide product portfolio
covering several therapeutic segments. Our key
therapeutic  segments: alimentary tract &
metabolism; cardiometabolic and respiratory contin-
ue to outpace competition.

Sales revenue from alimentary tract and metabolism
segments grew to Rs. 1,593 million (IMS MAT
12/2016) showing an increase of 17% over last year.
The growth in this segment is in line with the industry

growth. In this segment, our core brands namely Tres
N G Orix Forte, Ulsanic and Skilax maintained their market
position. Our brands Tagipmet, Rabecid and Cidine

y-11th 20 : grew by over 20 percent.

Bringing Global~

Our growth in the respiratory segment has been
phenomenal. In a short span of few years, our flagship
brands Combivair and Tiovair are now the most
prescribed brands in the respective therapeutic category. Combivair has crossed Rs.400 million to become the
largest brand of the inhalation market. The respiratory segment grew by 29 percent (IMS MAT 12/2016). Our
respiratory portfolio keeps expanding as we introduce new products and newer dosage forms. We recently launched
Sprahaler Respule for asthma and COPD.

Our cardiovascular portfolio maintained its leading position and grew by 23 percent (IMS MAT 12/2016). A
good part of the growth has been driven by new products. Misar, an angiotensin receptor blocker (ARB) used in
the management of hypertension has grown by over 50 percent, similarly growth of Nebix, a cardio selective beta
blocking agent also remained key highlight of the year. Recently launched, Ranola, an anti-anginal and Ivaset
have also been well received by the cardiologist. We expect that the revenue from these products will increase our
presence in the cardiovascular portfolio.

We keep increasing our therapeutic offerings. Our performance in other segments has been equally rewarding. With
our new product pipeline including the cephalosporin antibiotics, we are ready to outperform ourselves.

Our ambition to generate significant revenues from exports registered an increase of 10% over last year. We started
successfully in Afghanistan. Our products are nearing regulatory approvals in Sri Lanka, Philippines, Tanzania, Kenya
and some CIS states. We are ready to introduce our products as and when we have the approvals to do so.

22 ANNUAL REPORT
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CHAIRMAN'S REVIEW

OPERATIONAL EXCELLENCE

Your Company continues to work on building
capabilities through productivity and efficiency
improvements. The Company consistently works
towards improving its operation and its
manufacturing processes. The focus is always
directed towards doing better to lower our
manufacturing costs. Your company’s R &D efforts are
directed towards innovation and quick development
of new products in a cost-effective manner. Our
investment in R&D laboratory and equipment’s have
enabled us to launch new products.

Your Company has been growing at a healthy rate.
Capacity expansion project of a portion of the
manufacturing area that was undertaken last year is
paying off with higher capacities, compliance and
safety. We are now planning to increase the capacity
of liquid manufacturing section to meet the growing
demand of I|qU|d dosage form. The expansion of the liquid manufacturing will almost double our existing capacity.

ONE TEAM

We maintain a strong workforce and continue to nurture and develop our people by creating an enabling
environment. We inspire them to perform at their best. We promote an open culture that place high values on trust
and transparency. A key feature of our HR strategy is to be a future-proof organization that is equipped to effectively
handle the challenges of tomorrow.

Ongoing training and development of our people is vital for our success. Side by side with training and development
we also equip our people with new technology. Last year as a pilot program, we equipped one of our sales team with
e-detailing solution that enabled us to provide up-to-date medical information. We will be extending this solution
across all teams to enhance the impact of our communication strategy.

2% ANNUAL REPORT
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CHAIRMAN'S REVIEW

CORPORATE SOCIAL RESPONSIBILITY

We are a socially responsible organization and we
continued our dedicated effort towards social
programs. We supported our ongoing long term
commitment and joined hands with Pakistan Red
Crescent Society to adopt their Thalassemia Center in
Lahore. The work entailed complete renovation of
the Thalassemia center and provision of necessary
equipments for the thalassemia center and the blood
bank. This is in addition to the free of cost provision of
an iron chelating agent to patients suffering from
blood disorders. The center caters to transfusion needs

of approximately 3000 children and adults each month. HlGHHOUHWleEEumTED
Through our other CSR initiatives, we have been fn Memory of s Founder Chaiman
providing medical aid by donating medicines to the

Government Hospitals as well as to the poor and Late JAWAID TARIQ KHAN (JTK)
needy patients. We also partner with many NGOs and
civil society groups to conduct health camps and to
donate medicines.

HIGHWEHFDRAHEALTHIEH NATION
In the coming year, we will continue to focus on above
market sales growth with our diverse product portfolio,
bringing new and innovative therapies and with
expansion in export markets.

We reaffirm our promise to make Highnoon a leading
pharmaceutical organization with support from our
Shareholders, Doctors, Pharmacists, Consumers and
Business partners. | would also like to place on record
my appreciation to employees and management team
for their untiring efforts and hard work. - ' g b

| look forward to another successful year.

For & on behalf of the Board

HIGHNOON LABORATORIES LIMITED

Tausif Ahmad Khan
Chairman

16 March 2017
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SIX YEARS AT A GLANCE

2014

2013

(Rupees in '000")

Summary of Balance Sheet

Share Capital

Reserves

Operating Fixed Assets
Non Current Assets
Current Assets

Current Liabilities

Net Working Capital
Non-current Liabilities
Deferred Liabilities

Summary of Profit and Loss Account

228,056
1,376,456
728,635
249,407
1,855,578
662,211
1,193,367
44,093
312,920

203,622
1,021,981
763,884
134,845
1,391,757
523,048
868,709
31,429
293,727

181,805
731,355
751,243
74,977
1,120,377
498,172
620,601
43,331
269,170

181,805
533,568
747,514

96,481
738,344
301,878
436,466

71,013
267,233

181,805
438,931
765,185
113,209
805,784
458,114
347,670

76,403
296,469

181,805
385,324
701,972
127,039
728,558
444,143
284,416

83,898
279,245

Sales - Net

Gross Profit

Earning Before Interest, Tax, Depreciation
and Amortization (EBITDA)

Operating Profit

Profit Before Tax

Net Profit After Tax

Summary of Cash Flow Statement

5,070,755
2,378,020

893,293
844,011
789,875
534,976

4,403,995
2,092,316

773,439
709,890
666,705
444,021

3,696,092
1,655,234

523,594
450,569
414,424
271,908

3,007,925
1,230,661

347,766
248,739
232,302
155,535

2,465,621
1,025,253

289,531
162,925
159,106
104,016

2,944,907
914,171

297,360
72,751
144,053
92,381

Net Cash Flow from Operating Activities
Net Cash Flow from Investing Activities
Net Cash Flow from Financing Acitivites
Changes in Cash and Cash Equivalents
Cash and Cash Equivalents at Year End

Financial Performance/Profitability Analysis

637,570
(142,274)
(167,402)

327,894

680,700

335,766
(163,911)
(154,547)

17,308

352,795

479,594
(20,883)
(172,920)
285,791
335,324

370,435
(11,354)

(316,010)
43,071
49,533

69,878
(22,378)
(53,634)

(6,135)
6,462

388,077
(47,473)
(391,339)
(50,735)

12,597

Sales Growth

Gross Profit Margin

EBITDA to Sales Margin
Operating Profit Margin
Profit Before Tax Margin
Profit After Tax Margin
Return on Equity

Return on Capital Employed

Operating Performance/Liquidity Analysis

%
%
%
%
%
%
%
%

(16.28)
41.58
11.74

6.61
6.45
4.22
16.76
14.92

Inventory Turnover
Debtors Turnover
Creditors Turnover
Cash Operating Cycle
Assets Turnover Ratio
Fixed Assets Turnover
Return on Assets
Current Ratio

Quick Ratio
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SIX YEARS AT A GLANCE

2016 2015 2014 2013 2012 2011
(Rupees in ‘000"

Distribution Analysis
Pay out-Proposed

- Cash Dividend per share Rs. 8.50 7.50 6.50 4.50 3.50 3.00
- Bonus % 12 12 12 - - -
Payout Ratio (after tax) % 41.35 39.90 51.48 52.60 61.17 59.04
Dividend Yield % 1.52 1.51 3.49 3.80 7.37 10.58
Earnings Per Share (after tax) Rs./share 23.46 19.47 14.96 8.56 5.72 5.08
Price Earning Ratio Times 27.24 29.66 14.74 13.85 8.30 5.58
Capital Structure/Market Value Analysis
Long Term Debt : Equity Ratio 02:98 03:97 06:94 08:92 09:91 11:89
Financial leverage Times 1.77 1.87 213 2.21 2.71 2.75
Shareholders' Net Worth as % of

Total Assets % 56.62 53.51 46.95 45.21 36.86 36.41
Financial Charges Coverage Times 127.90 73.75 33.69 11.62 3.92 1.73
Number of Shares in '000' 22,806 20,362 18,181 18,181 18,181 18,181
Break-up Value of Share
- Excluding Surplus on Revaluation Rs. 70.36 60.19 50.23 39.35 34.14 31.19
- Including Surplus on Revaluation Rs. 79.56 70.83 62.39 51.83 46.93 41.27
Market Value of Share
- Year End Rs. 639.00 577.40 220.46 118.53 47.50 28.35
- Highest Rs. 669.00 619.95 305.00 185.00 50.36 33.50
- Lowest Rs. 398.04 203.00 117.50 45.00 28.50 24.50
- Average Rs. 543.14 311.27 207.97 92.00 37.20 27.94
Market Capitalization Rs.in'000" 14,572,804 11,757,019 4,008,077 2,154,937 863,575 515,418

*  Based on proposed final dividend

Profitability Shareholders' Equity, Assets and Return

™ 2016 2015 m 2014 2013 w2012 2011 ROA & ROE %
Assets & Equity

) Equity == Assets ROE === ROA 40
Profit 2,800
after tax 36
2,500
32
c
Profit £ 2,200
before tax E 28
£ 1,900
g 24
844 1,600
Operating . 20
Profit
1,300 16
893
1,000 12
EBITDA 348 700 8
290
297
k t t t t t t t t | 400 t t t t t 4
50 150 250 350 450 550 650 750 850 950 2011 2012 2013 2014 2015 2016

Rs. in million
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GRAPHICAL PRESENTATION

EPS, Dividend and Payout % Market Value of Payout Proposed

EPS & Dividend

(Rs./Share) Payout % (Rs./Share) = Stock Dividend  + Cash Dividend

90.00

woww EPS www Dividend <@ Payout %
27 70

23.46 80.00
60

24

70.00

21

50 60.00

18
15 ) 40 50.00

30 40.00

30.00

20
20.00

10.00

300 1350 4.50
2011 2012 2013 2014 2015

2011 2012 2013 2014 2015

Dividend Yield, P/E Ratio and Market Value Shareholders' Net Worth

mmm Shareholders net Worth (Rs Million)
0 Market value ~0--P/E Ratio Div. Yield % mm No. of shares (Million)
700 29.66 «--Break-up Value (Rs./share)
Rs. - Million Rs./Share
600 1,800 70.36 80

1,600 70
1,400 60
1,200
1,000

800

500

400

14.74
13.85
300

10.58
8.30 220.46
200 .37 600

& 11853 400 20
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Dividend Yield & P/E Ratio

100

Asset Turnover (Times) Cash Flows Analysis

m2011 2012 ®2013 2014 2015 2016 = Operating activities  © Investing activities  © Financing activities

Rs. - Million
5.18

4.90 700
600

500
400
300
200

189 1.901.901.924 59 100
1.46 ;

(173) (1548155) (1“(,167)

Total assets turnover Fixed assets turnover
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STATEMENT OF VALUE ADDITION
AND ITS DISTRIBUTION

Value Added
Net Sales
Material & Services
Other Income

Distribution

Employees
Salaries Wages & Benefits
Workers Profit Participation Fund

Government
Income Tax
Sales Tax
Central Research Fund
Workers Welfare Fund

Society
Donation
Provider of Finances

To Shareholder as Cash dividend
To Banks as financial charges

Retained in Business
Depreciation and amortization
Retained Profit

Year 2016

8.0% 0.2% 0.3%

2016
Rs. in 000

5,085,648
3,191,231
19,414

1,913,831

934,281
41,442

975,723

254,899
14,893
7,873
17,458

295,123

4,592

152,716
6,071

158,787

97,347
382,259

479,606

1,913,831

Employees' as Remuneration

15.4%

25.1% = Government as taxes

= Shareholders as dividends

m Society as donation

m Lenders as financial charges

51.0% Retained within business

HIGHNOON LABORATORIES LIMITED

2015
Rs. in 000

4,416,862
2,750,056

29,837
1,696,643

844,939
35,090
880,029

222,683
12,867
6,734
14,343
256,627

9,231

118,173
8,754
126,927

97,980
325,849
423,829

1,696,643

Year 2015

7.0% 0.5% 0.5%

9
15.1% 25.0%

51.9%
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HORIZONTAL ANALYSIS

BALANCE SHEET 2016 2015 2014 2013 2012 2011
Rs. in 000 % | | Rs.in 000 % | | Rs.in 000 % | | Rs. in 000 % | | Rs.in 000 % | | Rs.in 000

Share Capital and Reserve

Share capital 228,056 203,622 181,805 0. 181,805 0. 181,805 0. 181,805

Revenue reserves 1,376,456 1,021,981 731,355 533,568 438,931 385,324
1,604,512 1,225,603 913,161 715,373 620,737 567,130

Surplus on revaluation of fixed assets 209,884  -3. 216,680  -2. 221,160 . 226,843 -2. 232,455 ) 183,153

Non Current Liabilities

Long term loan - secured - I - I - 37,500 50,000 - 57,659 -
Liabilities against assets subject to finance lease 16,844 11,162 - 30,274 24,779 12,805 11,296 -
Long term advances 27,249 20,267 13,057 8,734 13,598 9. 14,942
Deferred liabilities 312,920 . 293,727 269,170 . 267232 9. 296,469 . 279,245
Total Non Current Liabilities 357,013 . 325,156 312,500 . 338,245 -9 372,872 . 363,142

Current Liabilities
Trade and other payables 491,812 409,596 0.1 409,027 57.6 259,540 199,348 . 186,674
Mark-up payable on secured loans 19 - 53 -764 225 -86.9 1,715 6,589 - 10,436 -
Short term bank borrowings - secured - I - 0.0 - -100.0 73 - 230,600 166,291 -
Income tax-net 143,275 88,197 585 55,638 100.0 - - -
Current portion of long term liabilities 27,105 . 25,202 -24.3 33,283 -17.9 40,550 21,577 - 80,742
Total Current Liabilities 662,211 523,048 50 498,172 65.0 301,877 458,114 444 143 -
2,833,620 2,290,487 178 1,944,994 229 1,582,339 -6. 1,684,178 1,557,567 -

Non Current Assets

Property,plant and equipments 744164 -2. 765,390 0.8 759,544 0.3 761,880 -2. 778,418 . 715,604

Intangible assets 21,766 38,459 -394 63511 212 80,553 98,413 - 111,844 -

Long term Investment 200,000 84,300 100.0 - 0.0 - - -

Long Term deposits 12,112 10,580 577.3 1,562 0.0 1,562 . 1,562 I 1,562
978,041 . 898,729 9.0 824,617 -2.3 843,995 -3. 878,393 . 829,010

Current Assets

Stock in trade 992,638 860,324 355 634,792 138 557,767 -8. 606,595 518,480 -
Trade debts 75,154 67,898 -10.1 75,535 189 63,517 72,532 55,270
Advances 74,673 -6. 79,941 84.8 43,258 327 32,587 23,454 - 41,899
Trade deposits and short term prepayments 17,423 19,709 117 17,638 428 12,355 -8. 13,510 9237 -
Profit accrued 1,235 586 100.0 0.0 - - -

Other receivables 3,341 2,549 38.1 1,846 418 1,302 679 231 -
Tax refund due from government 10,413 7,955 -33.6 11,984 -38.4 19,462 4. 20,437 16,774

Income Tax-net - 0.0 - -100.0 1,820 62,117 74,071 -
Cash and bank balances 680,700 352,795 5.2 335,324 577.0 49,533 6,462 12,59 -
1,855,578 1,391,757 242 1720377 51.7 738,344 -8. 805,784 728,558 -
2,833,620 2290486 178 1944994 229 1582339 -6, 1,684,178 1,557,568 -

Equity and Liabilities Assets

@ Surplus on revaluation Equity
Rs. Million Non-Current liabilities Current liabilities Rs. Million =@ Non-current assets Current assets
2,000 2,000
1,800
1,500 1,600
1,400
1,000 1,200
1,000
500 800
L o 600

400 ¢
2012 2015 2013 2014 2015
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VERTICAL ANALYSIS

BALANCE SHEET 2016 2015 2014 2013 2012 2011
Rs. in 000 % | | Rs. in 000 % | | Rs.in 000 % | | Rs.in 000 % | | Rs.in 000 % | | Rs. in 000 %
Share Capital and Reserve
Share capital 228,056 80 203,622 89 181,805 9.3 181,805 11.5 181,805 108 181,805 11.7
Revenue reserves 1,376,456 486 1,021,981 44.6 731,355 376 533,568 337 438,931 261 385,324 247
1,604,512 56,6  1,225603 535 913,161 469 715373 452 620,737 369 567,130 36.4
Surplus on revaluation of fixed assets 209,884 74 216,680 9.5 221160 114 226,843 143 232,455 138 183,153 11.8
Non Current Liabilities
Long term loan - secured - 0.0 - 0.0 - 0.0 37,500 24 50,000 3.0 57,659 37
Liabilities against assets subject to finance lease 16,844 0.6 11,162 05 30274 1.6 24779 1.6 12,805 0.8 11,296 0.7
Long term advances 27,249 1.0 20,267 09 13,057 0.7 8,734 06 13,598 0.8 14942 1.0
Deferred liabilities 312920 11.0 293,727 128 269,170 138 267,232 169 296,469 17.6 279,245 17.9
Total Non Current Liabilities 357,013 126 325,156 14.2 312,500 16.1 338,245 214 372,872 221 363,142 233
Current Liabilities
Trade and other payables 491812 174 409,596 17.9 409,027 21.0 259,540 16.4 199,348 118 186,674 12.0
Mark-up payable on secured loans 19 00 53 00 225 00 1,715 0.1 6,589 04 10436 0.7
Short term bank borrowings - secured - 0.0 - 0.0 - 0.0 73 00 230,600 13.7 166,291 10.7
Income tax-net 143,275 5.1 88,197 39 55,638 29 - 0.0 - 0.0 - 0.0
Current portion of long term liabilities 27,505 1.0 25202 1.1 33283 17 40,550 2.6 21577 13 80,742 5.1
Total Current Liabilities 662,211 235 523,048 229 498,172 25.6 301,878 19.1 458,114 27.2 444143 285
2,833,620 1000 2,290,486 100.0 1,944,994 1000 1,582,339 1000 1,684,178 100.0 1,557,568 100.0
Non Current Assets
Property,plant and equipments 744164 263 765390 334 759,544 39.1 761,880 48.1 778418 462 715,604 459
Intangible assets 21766 0.8 38459 17 63511 33 80,553 5.1 98413 58 111,844 72
Long term Investment 200,000 7.1 84,300 37 - 0.0 - 0.0 - 0.0 - 0.0
Long Term deposits 12112 04 10,580 0.5 1,562 0.1 1,562 0.1 1,562 0.1 1,562 0.1
978,041 345 898,729 39.2 824,617 424 843995 533 878,393 52.2 829,010 53.2
Current Assets
Stock in trade 992,638 35.0 860,324 37.6 634,792 32,6 557,767 352 606,595  36.0 518,480 333
Trade debts 75154 27 67,898 3.0 75535 39 63517 40 72532 43 55270 35
Advances 74673 26 79941 35 43258 22 32,587 2.1 23454 14 41899 27
Trade deposits and short term prepayments 17423 0.6 19,709 0.9 17,638 0.9 12,355 0.8 13,510 0.8 9237 06
Profit accrued 1,235 0.0 586 0.0 - 0.0 - 0.0 - 0.0 - 0.0
Other receivables 3,341 01 2549 0.1 1,846 0.1 1,302 0.1 679 00 231 00
Tax refund due from government 10413 04 795 03 11,984 06 19462 1.2 20437 12 16,774 11
Income Tax-net - 0.0 - 0.0 - 0.0 1,820 0.1 62,117 37 74,071 48
Cash and bank balances 680,700 24.0 352,795 154 335,324 172 49,533 3.1 6462 04 12,596 0.8
1,855,578 655 1,391,757 608 1,120,377 57.6 738,344 467 805,784 47.8 728,558 46.8

2,833,620 100.0

2,290,486 100.0

1,944,994 100.0

1,582,339 100.0

1,684,178 100.0

1,557,568 100.0

Assets
Non-current assets Current assets
100%
80% 47% 48% a7%
58% 61% 65%
60%
40%
53% 52% 53%
20% a o g2 39% 35%
0% t t t t t i
2011 2012 2013 2014 2015 2016

HIGHNOON LABORATORIES LIM

ITED

Equity and Liabilities

Equity = Surplus on revaluation = Non-Current liabilities ' Current liabilities
100%
809 20% 27% s 26% 23% 23%
0
21% 16% 14% 13%
60% 23% 22% 9% 7%
14% 11%
40% 12% e
54% 57%
47
20% 36% 37% RS %
0% t t t t t
2011 2012 2013 2014 2015 2016
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PROFIT AND LOSS ACCOUNT

Sales - net
Cost of Sales

HORIZONTAL ANALYSIS

2016
Rs. in 000

%

2015
Rs. in 000

%

2014
Rs. in 000

%

2013
Rs. in 000

%

2012
Rs. in 000

2011
% | | Rs.in 000

5,070,755
2,692,735

4,403,995
2,311,679

3,696,092
2,040,858

3,007,925
1,777,264

2,465,621 -
1,440,368 -

2,944,907
2,030,736

Gross Profit

Distribution, Selling and Promotional Expenses
Administrative and General Expenses
Research and Development Expenses

Other Operating Expenses

2,378,020

1,279,005
245,280
3,653
73,550
1,601,488

2,092,316

1,655,234

1,230,661

1,025,253

914,171

1,125,961
244,669
3,041
73,022

16.2
1.4
-22.3
58.3

968,753
219,629
3912
46,132

751,181
206,437
3,880
31,746

609,764
195,518
8,864
22,149

568,589
195,733
6,727
21,450

1,446,693

16.8

1,238,426

993,244

836,295

792,499

5.2
215
81.0
97.2
10.6

Other Operating Income

776,532
19414 -

645,623
29,837

54.9
198.8

416,808

9,987 -

237,416
15,309

188,958

18,331 -

121,672
92,7521

-35.0

034

Finance Cost

795,946
6,071 -

675,460
8,754

58.3
-29.2

426,795

12371 -

252,725
20,424

207,289

48,182 -

214,424
70,371

10.0

-21.3

Profit Before Taxation
Taxation

789,875
254,899

666,706
222,683

60.9
56.3

414,424
142,516

232,301
76,767

159,107
55,091

144,053
51,672

36.4
46.6

Profit After Taxation

534,976

444,023

63.3

271,908

155,534

104,016

92,381

313

Sales and Cost of Sales

Operating Expenses

Administrative and General Distribution and Selling

—@—Research and Development Other Operating

—@— Sales —@— Cost of sales —@-— Gross profit —@— Finance Cost
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VERTICAL ANALYSIS

PROFIT AND LOSS ACCOUNT 2016 2015 2014 2013 2012 2011
Rs. in 000 % | | Rs.in 000 % | | Rs.in 000 % | | Rs.in 000 % | | Rs.in 000 % | | Rs.in 000 %
Sales - net 5070,755 100 4,403,995 100 3,696,092 100.0 3,007,925 1000 2465621 1000 2,944,907 100.0
Cost of Sales 2,692,735 53.1 2,311,679 525 2,040,858 552 1,777,264 59.1 1,440,368 584 2,030,736 69.0
Gross Profit 2,378,020 469 2092316 475 1655234 448 1,230,661 409 1025253 416 914171 310
Distribution, Selling and Promotional Expenses | 1,279,005| 252 | 1,125,961 25.6 968,753 | 26.2 751,181 25.0 609,764 | 247 568,589 | 19.3
Administrative and General Expenses 245280 48 244669 | 5.6 219629 59 206,437 | 69 195518| 7.9 195,733 | 6.6
Research and Development Expenses 3,653 0.1 3,041 0.1 3912 0.1 3,880| 0.1 8,864| 04 6,727 0.2
Other Operating Expenses 73550 15 73022 17 46,132 1.2 31,746 1.0 22,149 | 09 214501 0.7
1,601,488 316 1446693 329 1238426 334 993,244 33.0 836,295 338 792,499 268
776,532 152 645,623 14.6 416,808 114 237417 79 188,958 7.7 121,672 41
Other Operating Income 19414 04 29,837 0.7 9987 03 15309 05 18,331 0.7 92,752 3.1
795,946 157 675460 153 426,795 117 252,726 84 207,289 84 214424 73
Finance Cost 6,071 0.1 8,754 02 12,371 03 20424 0.7 48,182 20 70,371 24
Profit Before Taxation 789,875 15.6 666,706 151 414,424 114 232,302 7.7 159,107 64 144,053 49
Taxation 254,899 50 222,683 5.1 142,516 39 76,767 25 55,090 22 51672 18
Profit After Taxation 534,976 10.6 444,022 102 271,908 7.5 155,535 52 104,017 42 92,381 3.1
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No. of Shareholders

From

1

101

501
1001
5001
10001
15001
20001
25001
30001
35001
40001
50001
55001
60001
65001
70001
75001
80001
85001
95001
115001
200001
205001
210001
345001
360001
425001
500001
665001
670001
880001
920001
980001
1005001
1300001
1400001
1605001
1735001
1740001
1905001

PATTERN OF SHAREHOLDING
as at December 31,2016

Shareholding

100

500
1000
5000
10000
15000
20000
25000
30000
35000
40000
50000
55000
60000
65000
70000
75000
80000
85000
95000
115000
200000
205000
210000
345000
360000
425000
500000
665000
670000
880000
920000
980000
1005000
1300000
1400000
1605000
1735000
1740000
1905000
2020000

Total Shares Held

56,524
247,636
186,905
865,705
321,251
278,754
111,332
131,923
170,758
133,204
149,907

45,005
205,536

55,400

62,200

66,683
145,281

78,350
246,171

92,914
113,648
200,000
203,632
205,809
344,230
359,884
421,926
500,000
663,407
667,834
880,000
918,980
979,991

1,003,520
1,299,790
1,398,728
1,600,464
1,733,415
1,738,665
1,900,886
2,019,392

22,805,640
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Categories of Shareholders No. of Shareholders No. of Shares Held Percentage

Directors, CEO and their Spouses and Minor Children

Mr. Tausif Ahmad Khan 1 1,738,665 7.62%
Mr. Anees Ahmad Khan 1 767 0.00%
Mr. Ghulam Hussain Khan 1 500,000 2.19%
Mr. Shazib Masud 1 623 0.00%
Mr. Taufig Ahmed Khan 1 1,733,415 7.60%
Dr. Adeel Abbas Haideri 1 557 0.00%
Mrs. Zainub Abbas 1 1,003,520 4.40%
Mrs. Saweela Anees Khan 1 663,407 291%
Associated Companies, Undertakings and Related Parties - -

NIT and ICP 3 422,182 1.85%
Banks, Development Financial Institutions, Non Banking

Financial Intitutions, Joint Stock Companies & Trusts 40 405,594 1.78%
Insurance Companies 11 3,077,581 13.49%
Modarabas and Mutual Funds 16 205,561 0.90%
*Shareholders holding 5% -

Non-Resident Companies 3 1,976,669 8.67%
General Public

a. Local 3017 10,589,595 46.43%
b. Foreign 3 403,806 1.77%
Others

Government Holding 1 83,698 0.37%
TOTAL 3102 22,805,640 100%
*Shareholders holding five percent or more of the total capital

Jubilee Life Insurance Company Limited 2,019,392 8.85%
Pharmatec Investment Limited 1,900,886 8.34%
Mr. Tausif Ahmad Khan 1,738,665 7.62%
Mr. Taufiq Ahmed Khan 1,733,415 7.60%
Mr. Taugeer Ahmed Khan 1,600,464 7.02%
Mr. Jawaid Tarig Khan 1,398,728 6.13%
Mrs.Nosheen Riaz Khan 1,299,790 5.70%
Mutual Funds - Name Wise

CDC - Trustee ABL Stock Fund 2,895 0.0127%
CDC - Trustee Al Meezan Mutual Fund 29,327 0.1286%
CDC - Trustee Alfalah GHP Alpha Fund 28,700 0.1258%
CDC - Trustee Alfalah GHP Islamic Stock Fund 74,600 0.3271%
CDC - Trustee Alfalah GHP Stock Fund 38,000 0.1666%
CDC - Trustee Alfalah GHP Value Fund 10,700 0.0469%
CDC - Trustee Dawood Islamic Fund 500 0.0022%
CDC - Trustee First Dawood Mutual Fund 500 0.0022%
CDC - Trustee Meezan Balanced Fund 12,254 0.0537%
CDC - Trustee Meezan Islamic Fund 406 0.0018%
Trustee Pak Qatar Takaful Limited Aggressive Fund 77 0.0003%
Trustee Pak Qatar Family Takaful Limited Balance Fund 38 0.0002%
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STATEMENT OF COMPLIANCE
With the Code of Corporate Governance

This Statement is being presented to comply with the Code of Corporate Governance contained in Regulation
No. 5.19 of Chapter 5 of the rule book of Pakistan Stock Exchange Limited for the purpose of establishing a framework
of good governance, whereby a listed company is managed in compliance with the best practices of Corporate
Governance.

The Company has applied the principles contained in the Code in the following manner:

1. The Company encourages representation of independent non-executive directors and directors representing
minority interest on its Board of Directors. At present the board includes;

Category Name

Independent Director Mr. Shazib Masud

Executive Directors Mr. Anees Ahmad Khan
Dr. Adeel Abbas Haideri

Non Executive Directors Mr. Tausif Ahmad Khan
Mr. Ghulam Hussain Khan
Mr. Taufiqg Ahmed Khan
Mrs. Zainub Abbas

The independent director meets the criteria of independence under clause 5.19.1(b) of the CCG.

The directors have confirmed that none of them is serving as a director in more than seven listed companies,
including Highnoon Laboratories Limited.

All the resident directors of the Company are registered as tax payers and none of them has defaulted in
payment of any loan to a banking company, a DFI or an NBFI or, being a member of a stock exchange, has
been declared as a defaulter by that stock exchange.

No Casual vacancy occurred on the board during the year.

The company has prepared a “Code of Conduct” and has ensured that appropriate steps have been taken
to disseminate it throughout the company along with its supporting policies and procedures.

The Board has developed a vision / mission statement, overall corporate strategy and significant policies of
the Company. A complete record of particulars of significant policies along with the dates on which they
were approved or amended has been maintained.

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 CEO,
other executive and non-executive directors, have been taken by the board.

The meetings of the Board were presided over by the Chairman, and in his absence, by a director elected
by the Board and the Board met at least once in every quarter. Written notices of the Board meetings, along
with agenda and working papers were circulated at least seven days before the meetings. The minutes of
the meetings were appropriately recorded and circulated.

The board arranged two orientation courses for its Directors during the year.

The board has approved appointment of Chief Financial Officer, Company Secretary and Head of Internal
Audit, including their remuneration and terms and conditions of employment. However, there were no new
appointments of CFO, Company Secretary and head of Internal Audit during the year.

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

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

The directors, CEO and executives do not hold any interest in the shares of the Company other than that
disclosed in the pattern of shareholding.
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14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

STATEMENT OF COMPLIANCE
With the Code of Corporate Governance

The Company has complied with all the corporate and financial reporting requirements of the Code.

The board has formed an Audit Committee. It comprises of three members, of whom two are
non-executive directors and the Chairman of the committee is an independent director.

The meetings of the Audit Committee were held at least once in every quarter prior to the approval of
interim and final results of the Company and as required by the Code. The terms of reference of the
Committee have been fully complied with.

The board has formed an HR and Remuneration Committee. The Committee comprises of three members,
of whom Chairman of the committee is non-executive director and other two members are CEO and a
non-executive director.

The Board has set-up an effective internal audit function and the internal auditors of the Company are
suitably qualified and experienced for the purpose and are fully conversant with the policies and proce
dures of the Company.

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

The statutory auditors or the persons associated with them have not been appointed to provide other
services except in accordance with the listing regulations and the auditors have confirmed that they 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 exchange(s).

Material / price sensitive information has been disseminated among all market participants at once through
stock exchange(s).

The company has complied with the requirements relating to maintenance of register of persons having
access to inside information by designated senior management officer in a timely manner and maintained
proper record including basis for inclusion or exclusion of names of persons from the said list.

We confirm that all other material principles enshrined in the CCG have been complied with.

For and on Behalf of the Board

Dr. Adeel Abbas Haideri
Chief Executive Officer

Lahore:

16 March 2017
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REVIEW REPORT TO THE MEMBERS
on Statement of Compliance with the Code of Corporate Governance

We have reviewed the enclosed Statement of Compliance with the best practices contained in the Code of Corpo-
rate Governance (the Code) prepared by the Board of Directors of Highnoon Laboratories Limited for the year ended
31 December 2016 to comply with the requirements of Listing Regulation 5.19 of the rule book of Pakistan Stock
Exchange, where the Company is listed.

The responsibility for compliance with the Code is that of the Board of Directors of the Company. Our 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
highlight any non-compliance with the requirements of the Code. A review is limited primarily to inquiries of the
Company's personnel and review of various documents prepared by the Company to comply with the Code.

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

The Code requires the Company to place before the Audit Committee, and upon recommendation of the Audit
Committee, place before the board of directors for their review and approval of its related party transactions distin-
guishing between transactions carried out on terms equivalent to those that prevail in arm's length transactions and
transactions which are not executed at arm's length price and recording proper justification for using such alternate
pricing mechanism. We are only required and have ensured compliance of requirement to the extent of approval of
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 undertaken at arm's length
price or not.

Based on our review, nothing has come to our attention which causes us to believe that the Statement of Compli-

ance does not appropriately reflect 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 31 December 2016.

EY Fort Rhodes
Chartered Accountants

Engagement Partner: Farooq Hameed

Lahore:
16th March 2017
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Auditors’ Report to the Members

We have audited the annexed balance sheet of Highnoon Laboratories Limited (the Company) asat 31 December 2016 and the
related profitand loss account, statement of comprehensiveincome, cash flow statement and statement of changes in equity
togetherwith the notesforming part thereof (hereinafter referred to as the 'financial statements'), 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 forthe purposes of ouraudit.

Itis the responsibility 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. Ourresponsibility is to express an opinion on these statements based on our audit.

We conducted our auditin accordance with the auditing standards as applicable in Pakistan. These standards require that we
plan and perform the audit to obtain reasonable assurance about whether the above said statements are free of any material
misstatement. An audit includes examining on a test basis, evidence supporting the amounts and disclosures in the above
said statements. An audit also includes assessing the accounting policies and significant estimates made by management, as
well as, evaluating the overall presentation of the above said statements. We believe that our audit provides a reasonable
basis forouropinion 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) the balance sheet and profit and loss account together with the notes thereon have been drawn up in
conformity with the Companies Ordinance, 1984, and are in agreement with the books of account and are
further in accordance with accounting policies consistently applied, except for the changes in Note 2.4 with
which we concur;

ii)  theexpenditureincurred duringtheyearwasforthe purpose ofthe Company's business;and

iii)  thebusiness conducted, investments made and the expenditure incurred during the year were in accordance
with the objects of the Company;

(c) in our opinion and to the best of ourinformation and accordingto the explanations given to us, the balance sheet,
profit and loss account, statement of comprehensive income, cash flow statement and statement of changes in
equity together with the notes forming part thereof conform with approved accounting standards as applicable 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 31 December 2016 and of the profit,
comprehensiveincome, its cash flows and changesin equity for the year then ended; and

(d) in our opinion, Zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980), was deducted
by the company and deposited in the Central Zakat Fund established under section 7 of the Ordinance.

EY Fort Rhodes

Chartered Accountants

Engagement Partner: Farooq Hameed
Lahore: 16th March 2017
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Balance Sheet

2016 2015
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Note  Rupees ~ Rupees
EQUITYAND LIABILITIES
Share capitalandreserves
Authorized share capital
25,000,000 (2015:25,000,000) Ordinary
sharesofRs. 10each 250,000,000 250,000,000
Share Capital 6 228,056,400 203,621,790
Revenuereserves 1,376,455,659 1,021,980,732
1,604,512,059 1,225,602,522
Surplusonrevaluation of fixed assets 7 209,883,736 216,679,561
Non-currentliabilities
Liabilities against assets subject
tofinance lease 8 16,843,781 11,162,028
Longterm advances 9 27,248,879 20,267,322
Deferred liabilities 10 312,920,256 293,726,596
357,012,916 325,155,946
Currentliabilities
Trade and other payables 11 491,811,842 409,596,016
Mark up payable 12 18,622 52,522
Shortterm borrowing 13 - -
Current portion of long term liabilities 14 27,104,927 25,202,447
Income Tax-net 143,275,421 88,197,181
662,210,812 523,048,166
TOTALEQUITYAND LIABILITIES 2,833,619,523 2,290,486,195
CONTINGENCIESAND COMMITMENTS 15

Theannexed notesfrom 1to43formanintegral part of these financial statements.

Dr. Adeel Abbas
Chief Executive Officer
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As at 31 December 2016

2016 2015

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Note Rupees —  Rupees
ASSETS
Non-currentassets
Property, plantand equipment 16 744,163,879 765,390,162
Intangible assets 17 21,765,868 38,458,719
Longterminvestment 18 200,000,000 84,300,000
Longterm deposits 12,111,613 10,580,164

978,041,360 898,729,045
Currentassets
Stockintrade 19 992,637,743 860,324,204
Tradedebts 20 75,154,453 67,897,899
Advances 21 74,672,999 79,941,339
Trade deposits and short term prepayments 22 17,423,457 19,708,637
Profitaccrued 1,235,074 585,610
Otherreceivables 23 3,341,447 2,549,011
Taxrefund due from government 24 10,413,130 7,955,477
Cashandbankbalances 25 680,699,860 352,794,973

1,855,578,163

1,391,757,150

TOTALASSETS

2,833,619,523

2,290,486,195

HIGHNOON LABORATORIES LIMITED

Anees Ahmad Khan

Director
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Profit and Loss Account
For The Year Ended 31 December 2016

2016 2015

e Note | Rupees | Rupees
Sales-net 26 5,070,755,394 4,403,995,318
Costofsales 27 (2,692,735,362) (2,311,679,320)
Gross profit 2,378,020,032 2,092,315,998
Distribution, sellingand promotional expenses 28 (1,279,004,735) (1,125,961,164)
Administrative and general expenses 29 (245,280,377) (244,669,330)
Research and development expenses 30 (3,652,557) (3,040,818)
Otheroperatingexpenses 31 (73,550,002) (73,022,429)
(1,601,487,671) (1,446,693,741)

Operating Profit 776,532,361 645,622,257
Other income 32 19,413,957 29,836,721
795,946,318 675,458,978

Financecosts 33 (6,071,247) (8,754,468)
Profit before taxation 789,875,071 666,704,510
Taxation 34 (254,899,404) (222,683,104)
Profit aftertaxation 534,975,667 444,021,406

Restated
Earnings pershare-basicand diluted 35 23.46 19.47

Theannexed notesfrom 1to43formanintegral part of thesefinancial statements.

Dr. Adeel Abbas
Chief Executive Officer
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Anees Ahmad Khan

Director

HIGHNOON LABORATORIES LIMITED

Statement of Comprehensive Income
For The Year Ended 31 December 2016

2016 2015

e Note | Rupees | Rupees
Profit aftertaxfortheyear 534,975,667 444,021,406
Othercomprehensiveincome
Other comprehensiveincome notto be reclassified to profitor loss

insubsequent periods:
Remeasurement adjustments on defined benefit plan 10.2.1 (14,019,989) (27,758,209)
Income tax effect 3,891,237 6,818,049
Othercomprehensive loss, net of tax (10,128,752) (20,940,160)
Total comprehensiveincome fortheyear 524,846,915 423,081,246

Surplus arising on 'revaluation of fixed assets' is presented under a separate head below equity as 'surplus on revaluation of
assets' in accordance with the requirements specified by the Securities and Exchange Commission of Pakistan (SECP) vide its
S.R.0.45(1)/2003 dated 13 January 2003 and section 235 of Companies Ordinance, 1984 respectively.

Theannexed notesfrom 1to43form anintegral part of thesefinancial statements.

Dr. Adeel Abbas Anees Ahmad Khan

Chief Executive Officer Director
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Cash Flow Statement
For The Year Ended 31 December 2016

2016 2015
e Note | Rupees | Rupees
CASHFLOWS FROM OPERATINGACTIVITIES
Profit before taxation 789,875,071 666,704,510
Adjustmentsto reconcile profit before tax to net cash flows:
Depreciation 16.1.1 80,654,033 81,305,385
Amortization ofintangible assets 17.2 16,692,851 16,674,202
Intangible assets written off - 9,203,431
Gainondisposal of property, plantand equipment 16.1.4 (7,500,756) (7,983,144)
Exchange loss 6,766,073 7,489,970
Provision for slow moving and obsoleteitems 19.1 12,168,711 8,550,977
Provision for defined benefit obligation 10.2.2 42,308,358 40,445,067
Finance cost 33 6,071,247 8,754,468
157,160,517 164,440,356
Profit before working capital changes 947,035,588 831,144,866
Working capital changes:
(Increase)/decreasein current assets:
Stockintrade (144,482,250) (234,083,078)
Trade debts (7,256,554) 7,637,374
Advances 5,268,340 (36,683,189)
Trade deposits and short term prepayments 2,285,180 (3,673,648)
Profitaccrued (649,464) (226,021)
Otherreceivables (792,436) (1,063,351)
Taxrefund due from government (2,457,653) 4,028,080
Increase/(decrease) in currentliabilities:
Tradeand other payables 63,870,802 (9,212,610)
(84,214,035) (273,276,443)
Cash generated fromoperations 862,821,553 557,868,423

Taxes paid

Gratuity paid

(221,248,182)
(11,833,293)

(194,199,043)
(29,699,463)

Finance cost paid (2,613,489) (3,563,319)
Longterm advances- net 10,443,604 5,359,364
Net cash flow generated from operating activities 637,570,193 335,765,962
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Cash Flow Statement
For The Year Ended 31 December 2016

2016 2015

e Note | Rupees | Rupees
CASHFLOWS FROM INVESTINGACTIVITIES

Capital expenditureincurred (48,423,407) (97,629,969)
Longterm Investment (115,700,000) (84,300,000)
Longterm deposits-net (1,531,449) (7,415,400)
Intangible assetsacquired - (825,356)
Proceedsfromdisposal of property, plantand equipment 16.1.4 23,380,913 26,260,119
Net cashflowusedininvestingactivities (142,273,943) (163,910,606)
CASHFLOWS FROM FINANCINGACTIVITIES

Repayment offinance lease liabilities- net (26,253,972) (38,502,761)
Dividend paid (141,148,297) (116,044,311)
Net cash flow usedinfinancingactivities (167,402,269) (154,547,072)
Netincreaseincashand cash equivalents 327,893,981 17,308,284
Cash and cash equivalents atbeginning of the year 352,794,973 335,324,473
Effect of exchangerate changes on cash and cash equivalent 10,906 162,216
Cash and cash equivalentsatend of theyear 25 680,699,860 352,794,973

Theannexed notesfrom 1to43formanintegral part of thesefinancial statements.

Dr. Adeel Abbas

Chief Executive Officer

HIGHNOON LABORATORIES LIMITED

Anees Ahmad Khan

Director
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Statement Of Changes In Equity

For The Year Ended 31 December 2016

Share

Revenue reserves

capital General Unappropriated Sub Total
reserves profit total
Rupees
Balanceasat01 January2015 181,805,170 114,000,000 617,355,424 731,355,424 913,160,594
Profitfortheyearended
31December2015 - - 444,021,406 444,021,406 444,021,406
Othercomprehensive loss - - (20,940,160) (20,940,160) (20,940,160)
Totalcomprehensiveincome
fortheyear - - 423,081,246 423,081,246 423,081,246
Incremental depreciationrelating
tosurplus onrevaluation of fixed
assets - netof tax - - 7,534,043 7,534,043 7,534,043
Issuance of bonus shares @ 12% 21,816,620 - (21,816,620) (21,816,620) -
Finaldividend @ Rs.6.50 pershare
fortheyearended 31
December2014 - - (118,173,361)  (118,173,361)  (118,173,361)
Balanceasat31December2015 203,621,790 114,000,000 907,980,732 1,021,980,732 1,225,602,522
Profitfortheyearended 31
December2016 - - 534,975,667 534,975,667 534,975,667
Other comprehensive loss - - (10,128,752) (10,128,752) (10,128,752)
Totalcomprehensiveincome
fortheyear - - 524,846,915 524,846,915 524,846,915
Incremental depreciationrelating
tosurplus onrevaluation of fixed
assets - netoftax - - 6,778,964 6,778,964 6,778,964
Issuance of bonusshares @ 12% 24,434,610 - (24,434,610) (24,434,610) -
Finaldividend @ Rs. 7.50 pershare
fortheyearended
31December2015 - - (152,716,342) (152,716,342) (152,716,342)
Balanceasat31 December2016 228,056,400 114,000,000 1,262,455,659 1,376,455,659 1,604,512,059

Theannexed notesfrom 1to43formanintegral part of thesefinancial statements.

Dr. Adeel Abbas
Chief Executive Officer
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Anees Ahmad Khan

Director

HIGHNOON LABORATORIES LIMITED

Notes to the Financial Statements
For The Year Ended 31 December 2016

1. CORPORATEINFORMATION

Highnoon Laboratories Limited ("the Company") was incorporated as a private limited company in Pakistan in year
1984 and converted into an unquoted publiclimited companyin 1985. Its shares are quoted on Pakistan Stock Exchange
since November 1994. The Company is principally engaged in the manufacture, import, sale and marketing of
pharmaceutical and allied consumer products. The registered office of the Company is situated at 17.5 Km, Multan
Road, Lahore.

2. BASISOFPRESENTATIONAND STATEMENT OF COMPLIANCE

2.1

2.2

2.3

2.4

Statement of compliance

These financial statements have been prepared in accordance with approved accounting standards as
applicable in Pakistan. Approved accounting standards comprise of such International Financial Reporting
Standards (IFRS) issued by the International Accounting Standards Board and Islamic Financial Accounting
Standards (IFAS) issued by Institute of Chartered Accountants of Pakistan as are notified under the Companies
Ordinance, 1984, provisions of and directives issued under the Companies Ordinance, 1984. Wherever the
requirements or directives issued by Securities and Exchange Commission of Pakistan differ with the
requirements of IFRS or IFAS, the requirements of the Companies Ordinance, 1984 or the requirements of the said
directives prevail.

Basis of preparation

These financial statements have been prepared under the historical cost convention, except for revaluation of
certain assets as referred to in note 16 and recognition of certain employees retirement benefits at present value.
Inthesefinancial statements all the transactions have been accounted for on accrual basis.

These financial statements are the separate financial statements of the Company in which investment in
subsidiary is accounted for on the basis of direct equity interest rather than on the basis of reported results.
Consolidated financial statements are prepared separately.

Functionaland presentation currency

These financial statements are presented in Pak rupee, which is also the functional currency of the Company.
Figureshavebeenrounded offtothe nearest rupee, unless otherwise stated.

Standards, interpretations and amendments to published approved accounting standards effectivein 2016

The Company has adopted the following amendments to accounting standards which became effective during
theyear.

Standard or Interpretation

IFRS10, Consolidated Financial Statements, Disclosure of Interests in Other Entities and Separate

IFRS12 Financial Statements - Investment Entities: Applying the Consolidation Exception (Amendment).
andIAS28

IFRS 11 JointArrangements - Accounting for Acquisition of Interest in Joint Operation (Amendment)

IAS1 Presentation of Financial Statements - Disclosure Initiative (Amendment)

IAS16and  Property, Plantand Equipmentand intangible assets - Clarification of Acceptable Method of
IAS38 Depreciation and Amortization (Amendment)

IAS16and Property, Plantand EquipmentIAS 41 Agriculture - Agriculture: Bearer Plants (Amendment)
IAS41

IAS 27 Separate Financial Statements - Equity Method in Separate Financial Statements (Amendment)
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Improvementsto Accounting StandardsIssued by the IASBin September2014

IFRS5 Non-current Assets Held for Sale and Discontinued Operations - Changes in methods of disposal

IFRS7 Financial Instruments: Disclosures - Servicing contracts

IFRS7 Financial Instruments: Disclosures - Applicability of the offsetting disclosures to condensed
interim financial statements

IAS19 Employee Benefits- Discount rate: regional marketissue

IAS 34 Interim Financial Reporting - Disclosure of information 'elsewherein theinterim financialreport’

The adoption of the above amendments, interpretations and improvements did not have any material effect on
thefinancialstatements.

SIGNIFICANTACCOUNTING ESTIMATESAND 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 accounting policies and reported amounts
of assets, liabilities, income and expenses. The estimates, 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
apparentfrom othersources. 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 revision affects only that period, or in the period of revision
and future periodsiftherevision affects both current and future periods.

The areas where various assumptions and estimates are significant to Company's financial statements or where
judgmentswere exercisedin application of accounting policies are as follows:

Notes
- staff retirement benefits 4.2
- property, plantand equipment 4.5
- amortization 4.6
- impairment of non-financial assets 4.12
- taxation 4.17
- provisions 4.21

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted in the preparation of these financial statements are consistent with those of the
previous financial year exceptforas mentionedinnote2.4 and asfollows:

4.1  Segmentreporting

Thekey financialdecision maker considers the whole business as one operating segment.
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Staff retirement benefits
Defined benefitplan

The Company operates an unfunded gratuity scheme for all of its permanent employees, under which
benefits are paid on cessation of employment subject to a minimum qualifying period of service.
Qualified actuaries have carried out the valuation as at 31 December 2016. The projected unit credit
method with the followingsignificant assumptions was used for the valuation of this scheme:

2016 2015

4.3

4.4

- Discountrate 8%p.a. 9.25%p.a.

- Expectedrateofincreaseinsalary T%p.a. 8.25%p.a.

- Expected average remaining workinglife time 9years 9years

- Mortality rates SLIC SLIC
2001-2005 2001-2005

Remeasurement adjustments are recognized in other comprehensive income when they occur. Amounts
recorded in profit and loss are limited to current and past service cost, gains or losses on settlements, and
net interest income (expense). All other changes in net defined benefit liability are recognized in other
comprehensive income with no subsequent recycling to profit and loss account. The distinction between
short term and other long term employee benefits will be based on the expected timing of settlement
ratherthanthe employeesentitlement to benefits.

Defined contribution plan

The Company also operates a recognized provident fund scheme for all of its permanent employees in
accordance with the trust deed and rules made there under. Equal monthly contributions are made to the
fund by the Company and employees at the rate of 8.33% (2015: 8.33%) of basic salary and cost of living
allowance.

Compensated leave absences

Provision for compensated absences is made to the extent of value of accumulated accrued leaves / leave
fare assistance of the employees at the balance sheet date as per entitlement on the basis of last drawn
salary. The managers or other executives are not allowed to carry forward un-availed leaves while labour
cancarry forward maximum 10 un-availed leaves fora maximum period of one year.

Foreign currency translation

All monetary assets and liabilities in foreign currency are translated at the rates of exchange prevailing on
the balance sheet date. Non-monetary assets and liabilities that are measured in terms of historical cost
inforeign currency are translated into rupees at exchange rates prevailing at the date of transaction. Non-
monetary assets and liabilities denominated in foreign currency that are stated at fair value are translated
into rupees at exchange rates prevailing at the date when fair values are determined. Transactions in
foreign currencies are converted into Pak rupees at exchange rates prevailing on the date of transaction.
Allexchange gains/losses onforeign currency transactions are taken to profitand loss account.

Trade and other payables

Trade and other payables are initially carried at fair value and subsequently at amortized cost using
effectiveinterest rate method.
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Property, plantand equipment
Owned operating assets:

These are stated at cost or revalued amount less accumulated depreciation and impairment except for
freehold land, which is stated at revalued amount. Revaluation is carried out every five years unless
earlierrevaluationis necessitated.

Deprecationischarged onreducing balance method at theratesin note 16.1 to write off the cost / revalued
amount of an asset over its estimated useful life. The assets' residual values and useful lives are reviewed
at each financial year end and adjusted, if its impact on depreciation is significant. Full month's
depreciation is charged on additions, while no depreciation is charged in the month of disposal or
deletion of assets. Surplus on revaluation of fixed assets relating to incremental depreciation (net of
deferred taxation) is transferred directly to unappropriated profit.

Subsequent expenditure relating to an item of property, plant and equipment that has already been
recognized is added to the carryingamount of the asset when itis probable that future economic benefits,
in excess of the originally assessed standard of performance of the existing asset, will flow to the Company
as per recognition criteria. All other expenditure in the form of normal repair and maintenance is charged
to profitand loss accountasand whenincurred.

An item of property, plant and equipment is derecognized upon disposal or when no future economic
benefits are expected fromits use or disposal. Gains and losses on disposal of fixed assets are included in
income currently, exceptthat therelated surplus on revaluation of fixed assets (net of deferred taxation) is
transferred directly to Unappropriated profit.

Leasehold assets:

Leases, where all therisks and rewards incidental to ownership of the leased assets have been transferred
to the Company, are classified as finance leases. Assets subject to finance lease are stated at the lower of
present value of minimum lease payments under the lease agreements and the fair value of the leased
assetsatthe commencementof lease, less accumulated depreciation and any identified impairment loss.

The related rental obligations, net of finance costs, are included in liabilities against assets subject to
finance lease asreferred toin note 8. The liabilities are classified as current and long term depending upon
thetimingof the payment.

Each lease payment is allocated between the liability and finance costs so as to produce a constant
periodic rate of interest on the balance outstanding. The interest element of the rental is charged to profit
and loss account overtheleaseterm.

Assets acquired under finance lease are depreciated over the useful lives of assets on reducing balance
method at the rates given in note 16.1 The assets' residual values and useful lives are reviewed at each
financialyearend and adjusted, ifitsimpact on depreciationissignificant. Depreciation of leased assetsis
charged to profit and loss account. Depreciation on additions in leased assets is charged from the month
inwhich an assetis acquired while no depreciation is charged for the month in which the assetis disposed
off/transferred to freehold assets.

Capitalworkin progress

Capital work in progress is stated at cost less any identified impairment loss and includes the
expenditures on material, labour and appropriate overheads directly relating to the project. These costs
aretransferredtofixed assets asand when assets are available forintended use.

Intangible assets

Intangible assets include Intellectual Property, Rights, Trademarks and Software, which are non-

HIGHNOON LABORATORIES LIMITED
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4.7

4.8

monetary assets without physical substance. These are recognized at cost, which comprises its purchase
price, non-refundable purchase taxes and any directly attributable expenditures.

Changesin the expected useful lives or the expected pattern of consumption of future economic benefits,
embodied in the intangible assets, are accounted for by changing the recognized period or amortization
method, as appropriate, and treated as a change in accounting estimate. The recognized expense on
intangible assets with finite lives is recognized in the profit and loss account in the expense category,
consistentwith the function of theintangible asset.

The carrying values of intangible assets are reviewed for impairment when events or changes in
circumstances indicate the carrying value may not be recoverable. If any such indication exists and where
the carrying values exceed the estimated recoverable amount, the assets or cash-generating units are
written-down to theirrecoverable amount.

Subsequent expenditures onintangible assets are recognized as an expense whenitisincurred unless the
expenditure will enable the asset to generate future economic benefits in excess of its originally assessed
standard of performance.

Borrowing costs

Finance cost on long term liabilities / lease liabilities which are specifically obtained for the acquisition of
qualifying assets i.e. assets that take a substantial period of time to get ready for their intended use, are
capitalized up to the date of commissioning of respective asset. All other interest, mark-up and expenses
arecharged to profit and loss accountinthe period in which they areincurred.

Investments
Subsidiary Company

Investment in subsidiary company is measured at cost as per the requirements of IAS-27 "Separate
Financial Statements". However, at subsequent reporting dates, the Company reviews the carrying
amounts of the investment and its recoverability to determine whether there is an indication that such
investments have suffered an impairment loss. If such indication exists the carrying amount of the
investment is adjusted to the extent of impairment loss. Impairment losses are recognized as an expense
in profitand loss account.

Investments available forsale-Quoted securities

Investment intended to be held for an unidentified period of time which may be sold in response to need
forliquidity or changesto interest rates, exchange rates or equity prices are classified as available for sale.

Investments classified as "available for sale" are initially measured at cost, being the fair value of
consideration given. At subsequent reporting dates, these investments are measured at fair value. The
investments for which quoted price is not available, are measured at cost asitis not possible to apply any
othervaluation methodology.

Unrealized gains and losses arising from changes in fair value are recognized in other comprehensive
income and presented within equity as reserve. Cumulative gains and losses arising from changes in fair
value are included in the net profit and loss for the period in which an investment is derecognized or
determined tobeimpaired.

All "regular way" purchases and sales of shares are recognized on the trade date, i.e. the date that the
Company commitsto purchase/sellthe asset.
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Stockintrade
These arevalued at the lower of cost and net realizable value. Cost is determined using the following basis:

Raw materials - onmovingaverage

Work-in-process - atestimated manufacturing costincluding appropriate overheads

Finished goods

-Imported -onmovingaverage

-Local -onannualaverage manufacturing costincluding appropriate overheads
Merchandiseintransit/pledged - atinvoicevalue plus otherchargesincurred thereon

Net realizable value signifies the estimated selling price in the ordinary course of business less estimated
costs necessary to make the sale. The Company revises the carrying amount of stock-in-trade on aregular
basis and a provision is made for obsolescence, for items which are slow-moving and/or identified as a
surplus to the Company's requirement. A provision is made for the excess of book values over the
estimated net realizable value.

Trade debts

These are initially carried at original invoice amount, which is the fair value of consideration to be
received in future and subsequently measured at amortized cost less impairment loss, if any. A provision
for impairment of trade debts is established when there is an objective evidence that the Company will
notbeabletocollectallamountsdue accordingto the original terms of receivable.

Cash and cash equivalents

For the purpose of cash flow statement, cash and cash equivalents comprise of cash in hand and balance
withbanksincurrentaccounts.

Impairment of non-financial assets

The carrying amount of the assets except for inventories are reviewed at each balance sheet date to
identify the circumstances indicating the occurrence of impairment loss or reversal of previously
recognized impairment losses. If any such indication exists, the recoverable amount of such asset is
estimated.

Animpairment loss is recognized if the carrying amount of an asset or its cash-generating unit exceeds its
recoverable amount. A cash-generating unit is the smallest identifiable asset group that generates cash
flowsthat arelargelyindependent from other assets and groups.

Where an impairment loss subsequently reverses, the carrying amount of such asset is increased to the
extentthatit does not exceed the carrying amount that would have been determined, net of depreciation
and amortization, if no impairment loss has been charged. Areversal of the impairment loss is recognized
inincome.

Revenuerecognition

Revenue from local sales is recognized when risk and reward incidental to ownership are transferred i.e.
on dispatch of goods to the customers. Export goods are considered dispatched when bill of lading is
prepared for shipmentto customers.

Serviceincomeisrecognized whenrelated services arerendered.
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4.16

4.17

Return on bank deposits is accounted for on time proportion basis and other income is recognized on
accrual basis.

Transactions with related parties and transfer pricing

The Company under the direction of Securities and Exchange Commission of Pakistan's Notification SRO
66(1)/ 2003 dated 22 January 2003 adopted the cost-plus method of transfer pricing for the determination
of arm's length prices with associated companies/related parties except for the assets sold to employees
atwrittendownvalue underthe employee's car scheme as approved by the Board of Directors.

Parties are said to be related, if they are able to influence the operating and financial decisions of the
Company andviceversa.

Researchand development cost

These costs are charged to profit and loss account as and when incurred, except for any development
costs which are recognized asintangible assets when itis probable that the development project will be a
success and certain criteria, including commercial and technologicalfeasibility have been met.

ljarah

The ljarah payments under an ijarah agreement are treated in accordance with 'Islamic Finance
Accounting Standard 2 ljarah' issued by Institute of Chartered Accountants of Pakistan and adopted by
Securities and Exchange of Pakistan. ljarah rental under such agreements are charged to profit and loss
accounton astraightline basis overtheljarah term.

Taxation
Incometaxon profitand loss forthe year comprises current and deferred tax.
Current

Provision of current tax is based on the taxable income, alternative corporate tax or minimum tax
provisions in accordance with Income Tax Ordinance 2001. The charge for current tax is calculated using
prevailing tax rates or tax rates expected to apply to the profit for the year if enacted. The charge for
currenttax also includes adjustments, where considered necessary, to provision for tax made in previous
years arising from assessments framed during the year for such years.

Deferred

Deferred income tax is provided using the balance sheet liability method for all temporary differences at
the balance sheet date between tax base of assets and liabilities and their carrying amounts for financial
reporting purposes.

Deferred tax liability is recognized for all taxable temporary differences and deferred tax assets are
recognized for all deductible temporary differences, carry forward of unused tax credits and unused tax
losses, if any, to the extent that it is probable that future taxable profit will be available against which the
deductible temporary difference, carry-forward of unused tax credits and unused tax losses can be
utilized.

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

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period
when the liability is settled based on tax rates that have been enacted or substantially enacted at the
balancesheetdate.
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Dividend
Dividend to shareholdersisrecognized as aliabilityinthe periodinwhichitis approved.
Financialinstruments

These comprise financial assets and financial liabilities. Significant financial assets include trade debts,
advances and deposits, other receivables and cash and bank balances. Significant financial liabilities
include borrowings, trade and other payables, liabilities in respect of leased assets and mark up payable
onbankborrowings.

Financial assets and financial liabilities are recognized when the Company becomes a party to the
contractual provisions of the instrument and assets and liabilities are stated at fair value. The Company
derecognizes the financial asset and liabilities when it ceases to be a party to such contractual provisions
of the instruments. Any gain or loss on derecognizing of the financial assets and financial liabilities is
taken to profitand loss account currently. The particular measurement methods adopted are disclosed in
theindividual policy statement associated witheachitem.

Offsetting of financial assets and financial liabilities

Financial assets and liabilities are offset and the net amount is reported in the balance sheet if the
Company has legally enforceable right to offset the recognized amounts and the Company intends to
settleeitheronanetbasisorrealize the asset and settle the liability simultaneously.

Provisions

A provision is recognized when the Company has a present, legal or constructive obligation as a result of
past event and it is probable that an outflow of resources embodying economic benefits will be required
tosettlethe obligation of whichreliable estimate can be made.

Impairmentoffinancial assets

The Company assesses at each balance sheet date whetherthereis any objective evidence that afinancial
assetora group of financial assets isimpaired. Afinancial asset or a group of financial assets is deemed to
beimpaired if, and only if, there is objective evidence of impairment as a result of one or more events that
has occurred after the initial recognition of the asset (an incurred 'loss event') and that loss event has an
impacton the estimated future cash flows of the financial asset or the group of financial assets that can be
reliably estimated.

Evidence of the impairment may include indicators that the debtor or a group of debtors is experiencing
significant financial difficulty, default or delinquency in interest or principal payments, the probability
that they will enter bankruptcy or other financial reorganization and where observable data indicates
that there is a measurable decrease in the estimated future cash flows, such as changes in arrears or
economic conditions that correlate with defaults.

The amount of loss is measured as the difference between the asset's carrying amount and the present
value of the estimated future cash flows discounted at the financial asset's original effective interest rate.
The carrying amount of the asset is reduced and the amount of the loss is recognized in the profit and loss
account. If,in asubsequent period, the amount of theimpairment loss decreases and the decrease can be
related objectively to an event occurring after the impairment was recognized, the reversal of the
previously recognized impairmentlossis recognized in profit and loss account.
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STANDARDSISSUED BUTNOTYET EFFECTIVE

The following revised standards, amendments and interpretations with respect to the approved accounting standards
as applicable in Pakistan would be effective from the dates mentioned below against the respective standard or

interpretation:
Effective date:

(Periods beginning
Standard or Interpretation on or after)

IFRS2 Share-based Payments - Classification and Measurement of Share-based
Payments Transactions (Amendments)

01 January 2018

IFRS 10 Consolidated Financial Statements and IAS 28 Investment in Associates
and Joint Ventures - Sale or Contribution of Assets between an Investor
anditsAssociate or JointVenture (Amendment)

Deferred indefinitely

IAS7 Statement of Cashflows - Disclosure about changes in liabilities arising 01 January 2017
from financing activities (Amendments)

IAS 12 Income Taxes - Recognition of Deferred Tax Assets for Unrealized Losses 01 January 2017
(Amendments)

IFRS4 Insurance Contracts: Applying IFRS 9 Financial Instruments with IFRS 4 01 January 2018
Insurance Contracts - (Amendments)

IAS 40 Investment Property: Transfers of Investment Property (Amendments) 01 January 2018

IFRIC22 Foreign Currency Transactions and Advance Consideration 01 January 2018

The Company expects that the adoption of the above revisions and amendments of the standards will not materially
affectthe Company'sfinancial statementsinthe period of initial application or later periods.

In addition to the above standards and amendments, improvements to various accounting standards have also been
issued by theASBin December2016. Suchimprovements are generally effective for accounting periods beginning on or
after 01 January 2017. The Company expects that such improvements to the standards will not have any impact on the
Company'sfinancial statementsin the period of initial application.

In addition to the above, the following new standards have been issued by IASB which are yet to be notified by the SECP
forthe purpose of applicability in Pakistan:

IFRS1 Firsttime adoption of International Financial Reporting Standards 01 January 2009
IFRS9 Financial Instruments: Classification and Measurement 01 January 2018
IFRS 14 Regulatory Deferral Accounts 01 January 2016
IFRS 15 Revenue from Contracts with Customers 01 January 2018
IFRS 16 Leases 01 January 2019

The Company expects that the adoption of the above standards will have no material effect on the Company's financial
statements, in the period of initial application, except for IFRS 15 and IFRS 16. The management is in the process of
determiningthe effect of application of IFRS 15and IFRS 16.
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2016 2015 2016 2015
7777777777777777777777777777777777777777777777777777777777 Note =~ Rupees ~ Rupees S Note  Rupees  Rupees
6.  SHARE CAPITAL 7. SURPLUSON REVALUATION OF FIXED ASSETS
Issued, subscribed and paid-up Gross Surplus onrevaluation of fixed assets asat01 January 242,613,860 253,029,492
5,905,000 (2015:5,905,000) ordinary shares Incremental depreciation relating to surplus on revaluation
i 59,050,000 59,050,000 . . .
ofRs. 10 eachfully paidin cash offixed assets-transferred to unappropriated profit:
95,000 (2015:95,000) ordinary shares ofRs.10
Net of deferred tax (6,778,964) (7,534,043)
eachissued for consideration otherthan cash 6.1 950,000 950,000
) Related deferred tax liability (2,595,105) (2,881,589)
16,805,640 (2015:14,362,179) ordinary shares
9,374,069 10,41 2
of Rs. 10 eachissued asbonus shares 168,056,400 143,621,790 (9,374,069) (10,415,632)
6.2 228,056,400 203,621,790 233,239,791 242,613,860
6.1 Thisrepresentstheissuance of shares against the purchase of plantand machinery and other assets. Lessrelated deferred tax liability on:
Balance atthe beginningoftheyear 25,934,299 31,869,334
6.2 Reconciliation of Issued, subscribed and paid-up share capital Effect of change in applicable taxrate ) (2,881,588)
2016 2015 2016 2015 Effectofchangein proportionof normalsales 16,861 (171,858)
Number Number Rupees Rupees
] i Incremental depreciationrelatingto surplus onrevaluation
Issued, subscribed and paid-up of Rs. 10
eachasat01January 20,362,179 18,180,517 203,621,790 181,805,170 of fixed assets - transferred to unappropriated profit (2,595,105) (2,881,589)
Issuance of bonus shares of Rs. 10 each 2,443,461 2,181,662 24,434,610 21,816,620 10.1 23,356,055 25,934,299
Issued, subscribed and paid-up of Rs. 10 Surplusonrevaluation of fixed assets asat 31 December 209,883,736 216,679,561
eachasat31December 22,805,640 20,362,179 228,056,400 203,621,790

Notes to the Financial Statements

For The Year Ended 31 December 2016

7.1 This represent surplus arising on revaluation of freehold land, building on freehold land, plant and machinery
both owned and leased. This has been adjusted by incremental depreciation arising due to revaluation, net of
deferred tax. The latest revaluation of land, building on freehold land and plant and machinery was carried out
on31December2012 by M/S Survalwhichresultedinasurplus of Rs. 75,885,134,

2016 2015
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Note Rupees —  Rupees
8. LIABILITIESAGAINSTASSETS SUBJECT TO FINANCE LEASE
Presentvalue of minimum lease payments 37,471,868 33,349,682
Less: Current portion shownunder currentliabilities 14 20,628,087 22,187,654
16,843,781 11,162,028
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2016 2015
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Note Rupees —  Rupees
Minimum Finance cost for Principal 10 DEFERREDLIABILITIES
lease payments | | future periods outstanding Deferred tax- net 10.1 12,012,332 37,313,726
2016 Gratuity 10.2 300,907,924 256,412,870
Rupees
312,920,256 293,726,596
Not laterthanoneyear 22,721,704 2,093,617 20,628,087
Laterthanoneyearbut notlaterthanfiveyears 17,762,470 918,689 16,843,781 10.1 Deferredtax-net
40,484,174 3,012,306 37,471,868 Deferred tax liabilities on taxable temporary differences:
Surplusonrevaluation of assets 7 23,356,055 25,934,299
2015
Rupees Accelerated taxdepreciation 53,905,039 57,613,408
Financelease 3,856,166 6,196,486
Not laterthanoneyear 24,322,800 2,135,146 22,187,654
81,117,260 89,744,193
Laterthanoneyearbut not laterthanfiveyears 11,684,770 522,742 11,162,028
36,007,570 2,657,888 33,349,682
Deferred tax assetsondeductibletemporary differences:
Provision for doubtful debts (287,885) (287,698)
Salientfeatures of the leases are asfollows: 2016 2015
Provision for gratuity (64,475,325) (52,142,769)
Discountingfactor 7.00%-8.50% 7.30%-11.31%
Provision for Stock (4,341,718) -
Period of lease 36 months 36 months
(69,104,928) (52,430,467)
Security deposits 5%-10% 5%-10%
Net deferred tax liability 12,012,332 37,313,726
The Company has entered into finance lease arrangements with various financial institutions for lease vehicles as
showninnote 16.1. The liabilities under these arrangements are payable in monthly installments and above mentioned .
mark-up rates are used as discounting factorto determine the presentvalue of minimum lease payments. 10.2 Gratuity
All lease agreements carry renewal option at the end of lease period and the Company intends to exercise its option to The netvalue ofun-funded defined benefit obligation as
purchase the lea.sed asset§ upor.1 completion of t.he respective lease jcerms. Re.5|dual value of the lea§ed assgts_has atvaluation date was as follows:
already been paid at the inception of the lease in the form of security deposit. There are no financial restrictions
imposed by lessor. Taxes, repairs, replacements and insurance costs are borne by the lessee. Presentvalue of defined benefitobligation 10.2.1 293,352,116 256,124,870
2016 2015 Benefitsdue butnotpaid 7,555,808 288,000
Note Rupees Rupees -
********************************************************************************************* Netliability asat31 December 300,907,924 256,412,870
9. LONG TERMADVANCES
Balance at31December 33,725,719 23,282,115
Less: Current portion 14 6,476,840 3,014,793
27,248,879 20,267,322
Theserepresent advances taken from employees against future sale of vehicles as perthe Company's policy.
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10.2.1 Thefollowingis movementinthe net
recognized liability for gratuity:
Liabilityasat01 January
Amountrecognized duringtheyear
Remeasurementadjustmentsrecognized
duringtheyear
Benefits due but not paid

Benefit payments made by the Company

256,124,870

10.2.2 42,308,358

14,019,989
(7,555,808)

(11,545,293)

216,774,395

40,445,067

27,758,209
(288,000)

(28,564,801)

Liability asat31 December 293,352,116 256,124,870
10.2.2  Thefollowingamountshave been chargedto

profitand lossaccountduringtheyearinrespect

of gratuity scheme:

Currentservice cost 19,500,233 17,680,918

Interest cost 22,808,125 22,764,149

Amountchargeableto Profitand Loss 42,308,358 40,445,067
| 2016 || | 2014 || 2013 2012 |

Rupees

10.2.3  Historicalinformation for gratuity plan
Presentvalue of defined

benefitobligation

293,352,116 256,124,870 216,774,395 191,453,615 183,147,410

Remeasurementadjustment

arisingon plan liabilities 14,019,989 27,758,209 2,412,983 6,311,278 1,011,543
Remeasurementadjustmentas

percentage of outstanding

liability 4.78% 10.84% 1.11% 0.55%
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77777777777777777777777777777777777777777777777777777777777777777777777777777777777 Rupees
10.2.4 Estimated expensetobechargedto
Profitand Lossin2017:
Currentservice cost 21,175,211
Interest cost on defined benefit obligation 23,194,524
Amountchargeableto profitand loss 44,369,735

10.2.5 Sensitivity analysis

Significant assumptions for the determination of the defined obligation are discount rate and expected
salary increase. The sensitivity analysis below have been determined based on reasonably possible
changes of the respective assumptions occurring at the end of the reporting period, while holding all

otherassumptions constant.

2016 2015
Note Rupees Rupees

S Discountrate+100bps 269145587 234,700,459
Discountrate-100bps 321,390,964 280,971,055
Salaryincrease+100bps 321,666,014 281,226,580
Salaryincrease-100bps 268,479,000 234,104,638

11. TRADEANDOTHERPAYABLES

Trade creditors 123,303,355 162,004,819
Bills payable 70,903,861 26,281,521
Accrued expenses 219,787,157 171,506,185
Advances from customers 11.1 26,393,992 16,189,389
Payable to Provident Fund Trust 4,130,226 3,638,987
Unclaimed dividends 28,767,015 17,198,970
Workers' Profit Participation Fund 11.2 2,706,681 89,752
Payableto Central Research Fund 7,902,484 6,764,249
Taxes deducted atsource 7,555,562 5,580,962
Payable to Employees Welfare Trust 361,509 341,182
491,811,842 409,596,016

11.1  Thisincludes abalance amountingto Rs. 2,083,998 (2015: Rs. 941,229) due to Route 2 Health (Private) Limited, a

related party.
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2016 2015
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Note Rupees — Rupees
11.2  Workers' Profit Participation Fund
Balance atthe beginningoftheyear 89,752 800,353
Add: Provision fortheyear 31 41,441,924 35,089,751
41,531,676 35,890,104
Add: Intereston funds utilized by the Company 33 8,010 164,291
41,539,686 36,054,395
Less: Paid during the yearto thefund 38,833,005 35,964,643
2,706,681 89,752

12.

Mark-up @ 56.26% (2015: 33.75%) per annum is provided on unpaid balance of the fund in accordance with the
rulesof the Fund.

Thisrepresents markup payable onshort term runningfinancefacility.

SHORT TERM BORROWINGS

Shortterm borrowings

13.1

13.2

13.3

Shorttermrunningfinances are availed fromvarious commercial banks against aggregate sanctioned limit of Rs.
605 million (2015: Rs. 660 million).These facilities carry mark-up at rates ranging from one month KIBOR to six
months KIBOR plus 100 to 150 basis points (2015: one month KIBOR to six months KIBOR plus 100 to 150 basis
points) per annum. These facilities along with import credit facility are secured by way of first pari passu charge
for Rs. 782 million (2015: Rs. 782 million) on fixed assets and first joint pari passu hypothecation charge of Rs. 657
million (2015: Rs. 693 million) on stocks including but not limited to raw materials, goods in process and finished
goods of the Company. Lease financefacility is also availed amounting to Rs 50 million.

Out of total borrowing facility, an amount of Rs. 50,000,000 (2015: Rs. 50,000,000) represents Export Refinance
Facility obtained from a commercial bank under SBP regulations at a subsidized mark up rate of 5.75% (2015: 7%)
perannum.

The Company also has aggregate sanctioned import credit facilities negotiated with various commercial banks
amounting to Rs. 900 million (2015: Rs. 950 million). These facilities carry mark-up at rates ranging from one
month KIBOR to six months KIBOR plus 125 to 150 basis points (2015: one month KIBOR to six months KIBOR plus
125 to 150 basis points) per annum. These available facilities are secured by way of joint pari passu, ranking
hypothecation charge over present and future current assets of the Company and lien on export documents or
firm contracts and have various maturity dates.
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2016 2015
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Note Rupees —  Rupees
14. CURRENTPORTIONOF LONGTERM LIABILITIES
Liabilities against assets subject tofinance lease 8 20,628,087 22,187,654
Longterm advances 9 6,476,840 3,014,793
27,104,927 25,202,447

15. CONTINGENCIESAND COMMITMENTS

15.1

Contingencies

- While amending income tax assessment for the tax year 2012, the Deputy Commissioner Inland Revenue
disallowed tax credits with aggregate tax impact of Rs. 759,331. The Company had filed an appeal before
Commissioner Inland Revenue (Appeals) who has set aside the case and remanded back to the Additional
Commissioner Inland Revenue for re-adjudication. No provision has been made by the Company, as the
management expects afavorable outcome.

- While finalizing income tax assessments for the tax year 2010, Additional Commissioner Inland Revenue
(ACIR) had made certain add backs with aggregate tax impact of Rs. 11,476,962. The Company had filed an
appeal before Commission Inland Revenue (Appeals) who had upheld the additions made by assessing
officer. Being aggrieved, the Company had filed an appeal before Income Tax Appellate Tribunal (ITAT), who
deleted the aforesaid additions. However, the ACIR has preferred an appeal before honorable High Court
against the said judgment of ITAT. The case is pending adjudication before Honorable High Court. No
provision has been made by the Company, asthe management expects afavorable outcome of such appeal.

- Bankguaranteesissued on behalf of the Company aggregate toRs. 3.37million (2015: Rs 4.620 million).

- Facilities of letters of guarantee amounting to Rs. 10 million (2015: Rs. 10 million) are available to the
Company under hypothecation/pledge of stocks and on present and future current assets and property,
plantand equipment ofthe Company.

2016 2015

Commitments
Commitments againstirrevocable letters of creditinclude:
Raw materials

137,935,968 108,340,480

Packing materials 14,018,692 47,416,348

Finished Goods 13,075,056 -

Plantand machinery 902,781 -

165,932,497 155,756,828

Rentals underijarah agreements:

Not laterthanoneyear 30,755,447 22,999,174
Laterthanoneyearbutnotlaterthanfiveyears 22,086,957 33,890,465
52,842,404 56,889,639
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16.1.4 Disposal of property, plant and equipment T T T T T T T T T T e
Description Cost Sgﬁgﬂ?}gﬁ Wr|t\t/2rl1uDeown Sales Proceeds | Gain/ (Loss) Mode of Sale
Vehicles sold to employees: Rupees Description Cost Sggi:c?;%tgs Wr|t\t/2rl1uDeown Sales Proceeds | Gain/(Loss) Mode of Sale
Mohammad Nazir 573,500 379,841 193,659 381,780 188,121 Company Policy Vehicles sold to others: Rupees
M. Laiq 504,000 385,091 118,909 118,909 - Company Policy
Akber Shahid Jaffery 965,000 647,581 317,419 640,609 323,190 Company Policy Mohibullah 65,900 41,157 24,743 59,269 34,526 Negotiation
M. Kamran Sadiq 504,000 380,687 123313 123313 ; Company Policy Bader Javed Butt 67,500 35,244 32,256 - (32,256) Negotiation
M. Imdad Saeed 65,900 40,707 25,193 65,000 40,707 Company Policy Muhammad Kashif Khan 529,000 361,435 167,565 167,565 - Negotiation
Zahid Al 504,000 385,001 118,909 118,909 i Company Policy Syed Hamad Ali 774,000 576,737 197,263 500,000 302,737 Negotiation
M. Mehmood Memoon 504,000 385001 118909 118,909 i Company Policy Imran Azam 1,993,000 1,295,942 697,058 1,405,000 707,942 Negotiation
imran Shehzad 530,000 409,589 120411 360144 239733 Company Policy Nouman Gul 1,330,500 1,163,084 167,416 1,000,000 832,584 Negotiation
M. Mutaneer Noor 591,000 399,358 191,642 393,001 201,359 Company Policy Farukh Nawaz 69,000 30,642 38,358 69,000 30,642 Negotiation
Ahsan Bashir Chaudhry 623,000 369,946 253,054 448,767 195,713 Company Policy Jamil Khan 69,900 22,368 47,532 69,900 22,368 Negotiation
Abid Hussain 68,000 32,459 35,541 68,000 32,459 Company Policy Umar Yaqub 69,900 20,504 49,396 69,900 20,504 Negotiation
Muhammad Usman Latif 68,000 34,345 33,655 68,000 34,345 Company Policy Ibrar Ahmad 487,540 142,199 345,341 392,258 46,917 Negotiation
Rizwan Hamidi 567,000 357,255 209,745 410,000 200,255 Company Policy Mu‘hammad Sulman 502,632 146,601 356,031 405,404 49,373 Negotiation
Muhammad Sarfraz 68,000 33,474 34,526 68,000 33,474 Company Policy Qaiser Farooq 636,048 185,514 450,534 522,829 72,295 Negotiation
Alam Zeb Khan 68,000 31,625 36,375 68,000 31,625 Company Policy Mudassir Farooq 63,500 1,058 62,442 63,500 1,058 Negotiation
Khurram Bilal 1,949,500 1,066,143 883,357 1,450,000 566,643 Company Policy Zia ur Rehman 63,500 1,058 62,442 63,500 1,058 Negotiation
Rehan Rehman 432,000 377,819 54,181 312,000 257,819 Company Policy Furgan Ahmad 63,500 1,058 62,442 63,500 1,058 Negotiation
Attiq ur Rehman 1,269,000 1,015,439 253,561 1,000,000 746,439 Company Policy Wagqar Hussain Sial 63,500 1,058 62,442 63,500 1,058 Negotiation
Umer Shahzad Khan 69,000 32,813 36,187 69,000 32,813 Company Policy Muhammad Ali Raza 63,500 1,058 62,442 63,500 1,058 Negotiation
Yasir llyas 69,000 33,537 35,463 69,000 33,537 Company Policy Mastaneer Ishaq 63,500 1,058 62,442 63,500 1,058 Negotiation
Mohammad Asghar 98,000 47214 50,786 98,000 47,214 Company Policy AshfagKhan 63,500 1,058 62,442 63,500 1,058 Negotiation
Abdul Qadir 69,000 33,366 36,534 69,500 32,966 Company Policy TaJarnmul Hussain 63,500 1,058 62,442 63,500 1,058 Negotiation
Muhammad Noman Bhatti 69,900 23,952 45,948 69,900 23,952 Company Policy Wasi Ullah 63,500 1,058 62,442 63,500 1,058 Negotiation
Nadir Ali 69,900 22,368 47,532 69,900 22,368 Company Policy 31,306,168 16,216,935 15,089,233 22,969,562 7,880,329
Suleman Dawood 69,900 24,745 45,155 69,900 24,745 Company Policy ) .
Muhammad Zeeshan Awan 69,900 23,160 46,740 69,900 23,160 Company Policy Office Equipment
Ahsan Shoukat 69,900 29,498 40,402 69,900 29,498 Company Policy
Fahad Jamil 663,000 257,244 405,756 550,536 144,780 Company Policy Computer Server 1,200,000 1,070,374 129,626 - (129,626) Scrap
Yousaf Al 69,900 22974 46,926 69,900 22,974 Company Policy Lenovo ThinkPad 167,000 34,792 132,208 121,249 (10,959) Insurance claim
Syed Yasir Gallani 69,900 20,504 49,396 69,900 20,504 Company Policy Dell Insplror.1 NoteBook 56,867 3,554 53,313 30,103 (23,210) Insurance claim
Sohail Raza 69,900 20,504 49,396 69,900 20,504 Company Policy Assets with individual net book value
Muhammad Suleman Khan 69,900 22,027 46,973 69,900 22,927 Company Policy of less than Rs. 50,000 1,497,539 1,200,974 296,565 184,999 (111,566) Scrap/Insurance Claim
Dolat Rae 69,900 18,578 51,322 69,900 18,578 Company Policy 2,921,406 2,309,694 611,712 336,351 (275,361)
Ghulam Sarwar 69,900 19,494 50,406 69,900 19,494 Company Policy .
Humaira Siddique 1,049,000 418,901 630,099 845,726 215,627 Company Policy Plant and machinery
Fahad Jamil 683,000 216,435 466,565 596,595 130,030 Company Policy .
Nadeem Mehboob 636,048 185,514 450,534 522,829 72,295 Company Policy Diesel Generator 478,819 299,607 179,212 75,000 (104,212) Negotiation
Anees Ahmed 63,500 16,722 46,778 63,500 16,722 Company Policy
Muhammad Wagas Saeed 63,500 8,255 55,245 45,000 (10,245) Company Policy 2016 34,706,393 18,826,236 15,880,157 23,380,913 7,500,756
Muhammad Ajmal 640,000 150,400 489,600 540,830 51,230 Company Policy
Liaquat Riaz 63,500 12,506 50,994 63,500 12,506 Company Policy 2015 44,935,726 26,658,751 18,276,975 26,260,119 7,983,144
Adil Hassan 68,500 29,044 39,456 68,500 29,044 Company Policy
Faisal Naeem 652,000 339,040 312,960 496,059 183,099 Company Policy
Rizwan Ali 1,010,000 471,333 538,667 773,058 234,391 Company Policy
Aamir Zafar 1,844,500 942,744 901,756 967,338 65,582 Company Policy
Muhammad Fahad Rafique 658,000 278,056 379,944 545,000 165,056 Company Policy
Saba Asif 652,000 275,368 376,132 529,206 153,074 Company Policy
Shah Muhammad Nadeem 668,000 309,833 358,167 552,955 194,788 Company Policy
Muhammad Kashif Baig 1,034,000 493,563 540,437 847,728 307,291 Company Policy
Babar Baig 688,000 226,887 461,113 555,000 93,887 Company Policy
Agha Muhammad 683,000 200,347 482,653 562,542 79,889 Company Policy
Muhammad Ahsan 688,000 182,549 505,451 618,894 113,443 Company Policy
Sher Alam 63,500 1,058 62,442 63,500 1,058 Company Policy
Ammar Yasir 63,500 1,058 62,442 63,500 1,058 Company Policy
Sarfraz Ahmed 63,500 1,058 62,442 63,500 1,058 Company Policy
Muhammad Imran 63,500 1,058 62,442 63,500 1,058 Company Policy
Bilal Ahmed 63,500 1,058 62,442 63,500 1,058 Company Policy
Zubair Ahmed 63,500 1,058 62,442 63,500 1,058 Company Policy
Muhammad Kashif 63,500 1,058 62,442 63,500 1,058 Company Policy
Khurram Shahzad 63,500 1,058 62,442 63,500 1,058 Company Policy
Muhammad Haseeb Ahsan 68,500 32,990 35,510 68,500 32,990 Company Policy
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2016 2015
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Note Rupees — Rupees
16.2 Capitalwork-in-progress (CWIP)
Plantand machinery-owned 144,357 1,506,155
Advancestosuppliers-Vehicles 15,384,999 -
16.2.1 15,529,356 1,506,155
16.2.1 Movementof CWIPisasfollows:
Openingbalanceasat01 January 1,506,155 8,301,529
Addition madeduringtheyear:
Plantand machinery-owned 2,081,375 11,050,789
Laboratory Equipment 7,074,761 -
Advance for purchase of vehicles 15,384,999 -
24,541,135 11,050,789
Capitalized duringtheyear:
Civilworks - (1,409,598)
Plantand machinery-owned (3,443,173) (12,865,565)
Laboratory Equipment (7,074,761) -
Vehicles-Leased - (3,571,000)
(10,517,934) (17,846,163)
Closingbalanceasat31December 15,529,356 1,506,155
ANNUAL REPORT
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17. INTANGIBLEASSETS

2016
COST AMORTIZATION
Book value
As at As at As at For the As at asat3l Rate
PARTICULARS | 01January | Additions Write off |31 December| 01 January car Write off |31 December| December %
2016 2016 2016 y 2016 2016
Rupees
Registration and
trademark 154,434,175 - - 154,434,175 118,474,322 15,443,418 - 133,917,740 20,516,435 10
(Notel7.1)
Computer
software 11,305,681 - - 11,305,681 8,806,815 1,249,433 - 10,056,248 1,249,433  10-33
165,739,856 - - 165,739,856 127,281,137 16,692,851 - 143,973,988 21,765,868
2015
COST AMORTIZATION
Book value
As at As at As at For the As at asat3l Rate
PARTICULARS | 01January | Additions Write off |31 December| 01 January car Write off |31 December| December %
2015 2015 2015 Y 2015 2015
Rupees
Registration and
trademark 154,434,175 - - 154,434,175 103,030,904 15,443,418 - 118,474,322 35,959,853 10
(Note17.1)
Computer
software 26,697,991 825356 16,217,666 11,305,681 14,590,266 1,230,784 7,014,235 8,806,815 2,498,866 10-33
181,132,166 825356 16,217,666 165,739,856 117,621,170 16,674,202 7,014,235 127,281,137 38,458,719
17.1 Thisrepresentsregistration and trademarks of brands named as "Tres Orix Forte", "Skilax Drops" and "Blokium".
2016 2015
17.2 Amortization charge hasbeen allocated asunder: Note Rupees Rupees
Costofsales 27 15,443,418 15,443,418
Distribution, sellingand promotionalexpenses 28 1,249,433 1,230,784
16,692,851 16,674,202
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18. LONGTERMINVESTMENT

19.1  Provisionforslow movingand obsoleteitems:
Subsidiary Company - Unlisted

Opening provision 11,083,975 20,262,765
ProcefLaboratories (Pvt) Ltd. (formerly Biocef (Pvt) Ltd.)
Chargefortheyear 12,168,711 8,550,977
20,000,000 (2015: 8,430,000) ordinary shares of Rs.10
) Written off during the year (7,569,556) (17,729,767)
Equity held: 100% (2015: 88.39%) 18.1 200,000,000 84,300,000
Closing provision 15,683,130 11,083,975

18.1 In May 2016, the Company further acquired 1,107,700 shares of Procef Laboratories (Pvt) Ltd. (formerly Biocef
(Pvt) Ltd.) at parvalue of Rs. 10 per share, as a result it became wholly owned subsidiary of the Company. Further,
during the period the Company has also acquired 10,462,300 right shares of Subsidiary Company at par value of 20. TRADEDEBTS
Rs.10 pershare.

Procef Laboratories (Pvt) Ltd. (formerly Biocef (Pvt) Ltd.) was incorporated on 10 June 2015 as a private limited Secured - considered good 9,696,988 10,086,186
company with an authorized share capital of Rs. 200 million. It is set up with principle object to carry on business Unsecured:
as manufacturers, importers, exporters, producers, preparers, refiners, buyers, seller and dealers of all kinds of
pharmaceutical, drugs, medicines, medicaments, basic raw material, herbs salts, acids, alkalis, chemical & Considered good 20.1 65,457,465 57,811,713
surgical material, instruments and appliances patent and proprietary articles. It owns Greenfield dered doubtful
pharmaceuticals project that envisages production of cephalosporin drugs. Investment into Subsidiary Considered doubtfu 1,039,897 1,039,897
Company will provide the Company with an access to a dedicated Cephalosporin manufacturing facility and a Less: Provision against doubtful debts 1,039,897 1,039,897
quickentryintothe Cephalosporin market. 2016 2015
Note Rupees Rupees i )
19. STOCKINTRADE 75,154,453 67,897,899
Raw materials 20.1 Thesecustomershave no history of default. For age analysis of these trade debts, refer to Note 37.
In hand 445,923,691 373,148,639 20.2  Thecarryingamount ofthesetrade debts approximate theirfairvalues.
Intransit 66,638,762 39,905,691
With third party 9,631,538 24,347,160
21. ADVANCES
522,193,991 437,401,490
Advances - considered good
Packing material
Staff against:
In hand 150,436,820 133,675,879
In transit 18,285,690 17,400,007 Expenses 15,994,237 15,275,335
With third party 3,774,757 5,863,887 Salary 8,489,793 7,307,723
172,497,267 156,939,773 Suppliers 50,188,969 57,358,281
Workin process 51,610,441 54,006,164 74,672,999 79,941,339
Finished goods
In hand 247,732,321 210,447,080 22.  TRADEDEPOSITSAND SHORT TERM PREPAYMENTS
Intransit 14,286,853 12,613,672 Trade deposits 11,580,227 14,366,755
262,019,174 223,060,752
Shortterm prepayments 5,843,230 5,341,882
Less: Provision for slow moving and obsolete items 19.1 (15,683,130) (11,083,975)
17,423,457 19,708,637
992,637,743 860,324,204
ANNUAL REPORT ANNUAL REPORT
2016 HIGHNOON LABORATORIES LIMITED HIGHNOON LABORATORIES LIMITED 2016




Notes to the Financial Statements

For The Year Ended 31 December 2016

23.  Theserepresentclaim receivablesfromvariousinsurance companies againstvehiclesand equipments.

24. Theserepresentsalestaxand excise dutyrecoverable.

2016 2015
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Note Rupees —~ Rupees
25. CASHAND BANKBALANCES
Cashandimprest 2,029,608 2,020,422
Balance with banks
Currentaccounts
-LocalCurrency 271,182,345 191,755,929
-Foreign Currency 7,487,907 9,018,622
Depositaccounts 25.1 400,000,000 150,000,000
678,670,252 350,774,551
680,699,860 352,794,973

25.1 Thesecarry profitattherate of 3.75%-6.5% (2015: 7.00%).

26. SALES-Net
Manufactured products:
Local

Export

4,810,258,592

308,373,596

3,962,317,029

280,123,121

Purchased products-local

Third party

5,118,632,188
99,888,013

358,709,604

4,242,440,150
84,688,694

405,519,286

5,577,229,805

4,732,648,130

Less: Discount 491,581,564 315,785,622
Salestax 14,892,847 12,867,190
506,474,411 328,652,812
5,070,755,394 4,403,995,318
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COSTOF SALES

Raw and packing material consumed
Salaries, wages and benefits
Vehiclerunningand maintenance
Fueland power

Stores consumed

Repairand maintenance

Insurance

Rent, rates and taxes

Fee and subscription

Printing and stationery

Telephone, postage and communication
Travelingand conveyance

Trainings, seminarsand symposia
Consultancy and professional charges
Officesupplies

ljarahrentals

Depreciation

Amortization ofintangible assets

Otherdirect cost

2,096,247,729

27.1 297,902,233
20,323,723

66,476,650

20,934,432

38,000,943

5,761,382

4,696,877

3,534,266

3,790,751

1,019,412

3,214,024

903,924

287,000

25,003,025

7,487,731

16.1.1 46,931,474
17.2 15,443,418
1,562,410

1,739,018,266
292,601,550
21,588,374
71,741,353
19,889,551
43,818,229
5,135,028
4,232,696
5,657,346
5,244,034
2,407,458
4,195,504
237,800
1,821,956
20,891,479
4,187,079
47,000,608
15,443,418
1,554,541

Inventory effect of workin process
Opening
Closing

2,659,521,404

2,306,666,270

54,006,164 55,356,113
(51,610,441) (54,006,164)
2,395,723 1,349,949

Costof goods manufactured
Inventory effect of finished goods
(excluding purchased products)
Opening

Closing

2,661,917,127

2,308,016,219

190,760,824
(225,020,552)

140,089,826
(190,760,824)

(34,259,728)

(50,670,998)

Costof goods sold - manufactured products

Costofgoodssold - purchased products

2,627,657,399
65,077,963

2,257,345,221
54,334,099

2,692,735,362

2,311,679,320
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2016 2015 2016 2015
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Note Rupees — Rupees ... ...  Note  Rupees  Rupees
27.1 Thisincludesthefollowingstaff retirement benefits: 29. ADMINISTRATIVE AND GENERAL EXPENSES
Defined benefit plan - Gratuity 23,191,991 21,861,016 Salaries and benefits 29.1 154,684,713 152,533,055
Defined contribution plan - Provident Fund 7,219,527 6,512,745 Telephone, postage and communication 3,660,332 4,519,444
Provision for compensated leave absences 4,632,100 3,243,960 Rent, rates and taxes 6,588,429 5,588,697
35,043,618 31,617,721 Electricity, gasand water 800,362 703,214
Printingand stationery 5,607,142 5,103,778
28. DISTRIBUTION,SELLINGAND PROMOTIONAL EXPENSES Repairsand maintenance 3,149,881 5,287,724
Salaries and benefits 28.1 479,003,485 397,265,135 Vehicle runningand maintenance 20,663,744 22,954,387
Literature, promotion and advertisement material 175,945,949 187,888,612 Travelingand conveyance 9,872,119 10,484,683
Sample goods 43,005,177 60,026,358 Newspapers and subscriptions 1,804,835 2,597,176
Printing and stationery 3,063,167 2,962,780 Insurance 3,863,195 4,131,874
Travelingand conveyance 236,548,457 184,605,738 Auditors' remuneration 29.2 1,405,000 1,275,000
Telephone, postage and communication 6,081,260 6,754,886 Legal and professional 1,769,473 2,416,939
Insurance 11,696,990 9,033,836 Advertisement, seminars and symposia 1,277,505 274,250
Vehicle runningand maintenance 39,129,544 42,124,673 Donation 29.3 4,034,940 1,709,951
Donation 28.2 555,619 7,520,878 ljarahrentals 5,618,077 1,540,543
Freight 44,739,783 42,361,772 Depreciation 16.1.1 17,505,896 18,041,773
Legaland professionalcharges 305,978 1,795,115 Officesupplies 2,811,045 5,150,432
Training, seminars and symposia 152,337,413 104,836,586 Others 163,689 356,410
Newspapers and subscriptions 13,884,462 11,611,053 245,280,377 244,669,330
ljarahrentals 17,140,675 6,394,304
Depreciation 16.1.1 16,216,663 16,263,004 29.1 Itincludesthefollowingstaffretirement benefits:
Amortization of intangible assets 17.2 1,249,433 1,230,784 Defined benefitplan- Gratuity 11,731,295 10,547,137
Commissiononsales 36,006,327 39,141,472 Defined contribution plan - Provident Fund 4,879,645 4,150,185
Officesupplies 1,833,348 1,421,114 Provision for compensated leave absences 2,480,138 2,097,324
Others 261,005 2,723,064 19,091,078 16,794,646
1,279,004,735 1,125,961,164
29.2 Auditors' remuneration
28.1 Thisincludesfollowingstaff retirement benefits: Statutory audit 950,000 875,000
Defined benefit plan - Gratuity 7,385,072 8,036,914 Feeforreview of halfyearly financialinformation 290,000 265,000
Defined contribution plan - Provident Fund 8,858,155 7,546,920 Other certifications 90,000 60,000
Provision for compensated leave absences 7,516,073 5,139,216 Outof pocket 75,000 75,000
23,759,300 20,723,050 1,405,000 1,275,000
28.2  Noneofthedirectorsortheirspouses have anyinterestinthe donees. 29.3  NoneoftheDirectorsortheirspouseshaveanyinterestinthedonee'sfund.
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2016 2015 2016 2015
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Note Rupees — Rupees ... ...  Note  Rupees  Rupees
30. RESEARCHAND DEVELOPMENT EXPENSES 33. FINANCECOSTS
Salaries and benefits 30.1 2,691,038 2,539,214 Mark-up on shortterm borrowings 143,416 428,345
Traveling 265,530 45,024 Finance coston liability against assets subject tofinance lease 3,491,658 5,363,314
Insurance 53,816 111,030 Interest on Workers' Profit Participation Fund 11.2 8,010 164,291
Vehicle repairand maintenance 251,128 194,461 Bankcharges 2,428,163 2,798,518
Printingand stationery 57,826 57,271 6,071,247 8,754,468
Officesupplies 24,670 8,708
Training, seminars and symposia 247,402 - 34. TAXATION
Others 61,147 85,110 Current:
3,652,557 3,040,818 Fortheyear 253,710,317 226,758,535
Prioryear 22,616,105 -
30.1 Itincludesthefollowingstaff retirement benefits: 276,326,422 226,758,535
Defined contribution plan - Provident Fund 112,605 102,346 Deferred:
Provision for compensated leave absences - 36,000 Relatingto origination and reversal of temporary differences (21,427,018) (1,495,129)
112,605 138,346 Relatingto changesintaxrate - (2,580,302)
(21,427,018) (4,075,431)
31. OTHEROPERATING EXPENSES 254,899,404 222,683,104
Workers' Profit Participation Fund 11.2 41,441,924 35,089,751
Exchange loss- net 6,776,979 7,652,186 34.1 Reconciliation oftaxchargefortheyear
Workers' Welfare Fund 17,458,386 14,342,582 Numericalreconciliation between the average effective taxrate and the applicable tax rateis as follows:
Central Research Fund 7,872,713 6,734,479
Intangible assets written off - 9,203,431 | 20062015
73,550,002 73,022,429 Applicable taxrate 31.00% 32.00%
Tax effect of amounts thatare notdeductible for
32. OTHER INCOME tax purposes 0.18% 0.50%
Incomefromfinancial assets Taxeffect of prioryear 2.86% -
Returnondeposit 6,775,778 7,108,988 Tax effect of tax creditand tax rebate -0.49% -0.89%
Income from non-financial assets Taxeffect of applicability of lowerrate ontemporary differences 0.00% -0.38%
Gainondisposal of property, plantand equipment 16.1.4 7,500,756 7,983,144 Taxeffect under presumptive tax regime and others -1.28% 2.17%
Scrapsales 4,074,115 4,791,944 1.27% 1.40%
Others 1,063,308 9,952,645 Average effective taxrate charged onincome 32.27% 33.40%
19,413,957 29,836,721
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,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 2016 2015
35. EARNINGSPERSHARE-BASICANDDILUTED
Thereis nodilutive effectonthe basicearnings pershare of the Company
whichisbasedon:
Profit aftertaxation Rupees 534,975,667 444,021,406
Restated
Weighted average numberof ordinary shares Numberofshares 22,805,640 22,805,640
Restated
Earnings pershare Rupees 23.46 19.47

351

The weighted average number of ordinary shares of 2015 have been restated due to issuance of 2,443,461 bonus
sharesin2016in accordance with the requirement of IAS 33.

36. REMUNERATION OF CHIEF EXECUTIVE,DIRECTORSAND EXECUTIVES
31 December 2016 31 December 2015
Chle.f Directors Executives Ch'ef Directors Executives
Executive Executive
Rupees
Managerial remuneration 6,418,800 18,344,400 147,300,463 5,594,800 17,384,352 123,204,895
House allowance 2,567,520 792,303 53,643,305 2,237,920 1,200,000 44,485,078
Provident fund 534,836 879,148 9,947,777 466,197 799,176 8,593,765
Gratuity 565,784 5,619,453 21,876,397 539,636 5,371,224 17,946,068
Bonus 1,496,000 1,407,997 18,022,286 700,000 799,996 16,666,113
Utilities 641,880 1,593,731 13,410,826 559,480 2,034,045 11,121,270
Medical - 1,128,002 3,435,246 86,584 2,574,387 2,564,232
12,224,820 29,765,034 267,636,300 10,184,617 30,163,180 224,581,421

Number of persons 1 2 105 1 2 90
36.1 The Chief Executive, Executive Directors and 42 executives (2015: 40) have been provided with Company

maintained cars while 61 executives (2015: 42) have been provided with cars under self-finance scheme with

limited fueland maintenancefacility.
36.2  No meeting fees have been paid during the year to an independent, non-executive director for attending Board

meetings.
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FINANCIALRISK MANAGEMENT

37.

371

Financialrisk factors

The Company's financial liabilities comprise long term financing, liabilities against assets subject to finance
lease, short term borrowings and trade and other payables. The main purpose of these financial liabilities is to
raise finances for Company's operations. The Company has trade debts, short term borrowings and advances,
otherreceivables and cash and short term deposits that arrive directly fromits operations.

The Company's activities expose it to a variety of financial risks: market risk (including currency risk and interest
rate risk), credit risk and liquidity risk. The Company's overall risk management programme focuses on the
unpredictability of financial markets and seeks to minimize potential adverse effects on the financial
performance.

Risk management is carried out by the Board of Directors (the Board), Audit Committee and Chief Financial
Officer (CFO). The Board provides principles for overall risk management, as well as policies covering specific
areassuch ascurrency risk, interest raterisk, credit risk and liquidity risk.

(a) Market risk
(i) Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange rates. Currency risk arises mainly from future
commercial transactions or receivables and payables that exist due to transactions in foreign
currencies.

The following analysis demonstrates the sensitivity to a reasonably possible change in US$ and
Euroexchangerates, with all othervariables held constant, of the Company's profit before tax.

Rupees per US Dollar
Reporting date rate 104.40 104.70

Changesin US Effects on Profit
$ Rate Before Tax

Rupees

+10% (2,423,573)
-10% 2,423,573

2016

+10% 1,163,416
-10% (1,163,416)

2015
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Notes to the Financial Statements
For The Year Ended 31 December 2016

Rupees per Euro
Reporting date rate 109.46 121.74

Changesin EUR | | Effects on Profit

€ Rate Before Tax
Rupees
+10% (2,316,174)
2016
-10% 2,316,174
+10% 371,660
2015
-10% (371,660)

(ii)

Interestraterisk

This represents the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changesin marketinterest rates.

The Company has no significant long-term interest-bearing assets. The Company's interest rate
risk arises from long term financing, short term borrowings and liabilities against assets subject to
finance lease. Borrowings obtained at variable rates expose the Company to cash flow interest rate
risk. Borrowings obtained at fixed rate expose the Companytofairvalueinterest raterisk.

At the balance sheet date the interest rate profile of the Company's interest bearing financial
instrumentswas:

Notes to the Financial Statements
For The Year Ended 31 December 2016

Cash flow sensitivity analysis for variable rate instruments

The following analysis demonstrates the sensitivity to a reasonably possible change in interest
rates, with all other variables held constant, of the Company's profit before tax. This analysis is
prepared assuming the amounts of floating rate instruments outstanding at balance sheet dates
wereoutstandingforthe wholeyear.

Changesin Effects on Profit
Interest Rate Before Tax
Rupees
Liabilities against assets subjecttofinance lease
+1.50 (562,078)
2016
-1.50 562,078
+1.50 (500,245)
2015
-1.50 500,245

(b)  Creditrisk

Credit risk represents the risk that one party to a financial instrument will cause a financial loss for the
other party by failing to discharge an obligation. The carrying amount of financial assets represents the
maximum credit exposure. The maximum exposure to credit risk at the reporting date was as follows:

2016 2015
Rupees Rupees
Floatingrateinstruments
Financialliabilities
Liabilities against assets subjectto finance lease 37,471,868 33,349,682

ANNUAL REPORT
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Shortterm borrowings

Fairvalue 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 rate at the balance sheet date would not
affect profitorloss of the Company.

HIGHNOON LABORATORIES LIMITED

2016 2015
e Rupees | Rupees

Tradedebts 75,154,453 67,897,899
Advances-Salaries 8,489,793 7,307,723
Tradedeposits 23,691,840 24,946,919
Profitaccrued 1,235,074 585,610
Otherreceivables 3,341,447 2,549,011
Bankbalances 678,670,252 350,774,551

790,582,859 454,061,713
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Notes to the Financial Statements
For The Year Ended 31 December 2016

Trade Debts

Credit risk related to trade debts is managed by established procedures and controls relating to
customers credit risk management. Outstanding receivables are regularly monitored and shipments to
foreign customers are covered by letters of credit.

The maximum creditrisk exposure at reporting date is carrying value of financial assets stated above.

At 31 December 2016, the Company has 15 (2015:13) customers who owed the Company more than
Rupees 1.00 million each and accounted for approximately 78% (2015:59%) of all receivables owing.

The Company's exposureto creditrisk related to trade debtsis disclosed below:

2016 2015
e Rupees | Rupees
Neither pastdue norimpaired 3,452,393 3,119,046
Pastduebutnotimpaired
Pastdue 1-30days 38,830,584 35,081,288
Pastdue 31-60days 5,014,587 4,530,402
Pastdue 61-90days 10,771,321 9,731,294
Over90days 17,085,568 15,435,867
71,702,060 64,778,851

Pastdueandimpaired
Pastdue 1-30days - -
Pastdue31-60days - -
Pastdue 61-90days - -
Over90days 1,039,897 1,039,897

1,039,897 1,039,897

Duetothe Company's long standing business relationships with these counterparties and after giving due
consideration totheirstrongfinancial standing, management does not expect non-performance by these
counter partieson theirobligations to the Company. Accordingly the credit riskis minimal.

The credit quality of financial assets that are neither past due nor impaired can be assessed by reference
to external credit ratings (If available) or to historical information about counterparty default rate. The
table below shows the bank balances held with some major counterparties at the balance sheet date:

HIGHNOON LABORATORIES LIMITED

Notes to the Financial Statements
For The Year Ended 31 December 2016

Rating
2016 2015

Short | Long Agency Rupees Rupees

term | term
Banks
National Bank of Pakistan A-1+  AAA JCR-VIS 3,714,818 182,707
United Bank Limited A-1+  AA+ JCR-VIS 16,896,534 15,119,764
Faysal Bank Limited Al+ AA JCR-VIS 14,092 14,092
Habib Bank Limited Al+  AA+ JCR-VIS 576,049,721 331,034,765
Allied Bank Limited Al+ AA PACRA 670,293 718,460
JS Bank Limited Al A+ PACRA 3,229,790 1,400,844
Bank Al Habib Limited Al+  AA+ PACRA 1,236,184 508,243
Meezan Bank Limited A-1+ AA JCR-VIS 1,505,313 469,957
Askari Bank Ltd A-1+ AA JCR-VIS 2,266,014 -
Mobilink MicroFinance Bank Ltd A-1+ AA JCR-VIS 927,522 -
Standard Chartered Bank (Pakistan) Limited Al+  AAA PACRA 72,159,971 1,325,719

678,670,252 350,774,551

(c) Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with
financialliabilities.

The Company's approach to managing liquidity is to ensure, as far as possible, that it will always have
sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions, without
incurring unacceptable losses or risking damage to the Company's reputation. The Company has positive
working capital position attheyearend. Therefore,management believes the liquidity risk to be low.

Thetable below analysis the Company's financial liabilities into relevant maturity groupings based on the
remaining period at the balance sheet to the contractual maturity date. The amounts disclosed in the
table arethe contractualundiscounted cash flows.
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Notes to the Financial Statements Notes to the Financial Statements
For The Year Ended 31 December 2016 For The Year Ended 31 December 2016
Carrying | Contractual | Lessthan 6to 12 1to2 2to5 37.3 Financialinstruments by categories
amount cashflows | 6 months months years years 2016
Rupees Cash and cash Loans and Total
31 December 2016 equivalents advances ota
Liabilitiesagainst e Rupees--------------ocooooee
Assets as perbalance sheet
assets subject to Long term Investment - 200,000,000 200,000,000
finance lease 337,471,868 40,484,174 9,519,737 13,201,967 10,069,627 7,692,843 Longterm deposits ) 12,111,613 12,111,613
Trade and other Advances-Employees - 8,489,793 8,489,793
payables 447,253,123 447,253,123 447,253,123 - - - Tradedebts - 75,154,453 75,154,453
Mark up payable 18,622 18,622 18,622 - - - Tradedeposits - 11,580,227 11,580,227
484,743,613 487,755,919 456,791,482 13,201,967 10,069,627 7,692,843 Profitaccrued - 1,235,074 1,235,074
Otherreceivables - 3,341,447 3,341,447
Carrying Contractual | Less than 61012 1102 2t05 Cashand bankbalances 680,699,860 - 680,699,860
amount cash flows 6 months months years years 680,699,860 311,912,607 992,612,467
Rupees
31 December 2015
2016
Liabilities against
Financial Liabilities
assets subject to .
at amortized cost
finance lease 33,349,682 36,007,570 9,519,737 14,803,063 10,069,627 1,615,143 Rupees
Trade and other Liabilities as perbalance sheet
payables 380,971,664 380,971,664 380,971,664 - - - Liabilities against assets subjecttofinance lease 37,471,868
Mark up payable 52,522 52,522 52,522 _ . _ Markup accrued onsecured loans 18,622
414,373,868 417,031,756 390,543,923 14,803,063 10,069,627 1,615,143 Tradeand other payables 447,253,123
484,743,613
The contractual cash flows relating to the above financial liabilities have been determined on the basis of
markup rates effective as at 31 December 2016 and 2015 respectively. The rates of mark up have been
disclosedinrespective notesto the financial statements.
37.2 Fairvaluesoffinancialassetsand liabilities
The carrying values of all financial assets and liabilities reflected in financial statements approximate
their fair values. Fair value is determined on the basis of objective evidence at each reporting date.
Accordingly, detailed disclosure with reference to fair value has not been given in the financial
statements.
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Notes to the Financial Statements Notes to the Financial Statements
For The Year Ended 31 December 2016 For The Year Ended 31 December 2016
37.3 Financialinstruments by categories No changes were made in the objectives, policies or processes from the previous year. The Company monitors
2015 capital using gearing ratio, which is debt divided by equity plus net debt. Debt represent long-term financing
Cash and cash Loans and (including current portion) plus liabilities against assets subject to finance lease and short term borrowings
equivalents advances Total obtained by the Company as referred to in note 8,12 and note 13. Total capital employed includes 'total equity'
Rupees as shown in the balance sheet plus debt. The Company's strategy, which was unchanged from last year, was to
Assets as perbalance sheet maintain optimal capital structure in order to minimize cost of capital.
Longterm Investment - 84,300,000 84,300,000
Longterm deposits - 10,580,164 10,580,164
2016 2015
Advances-Employees - 7,307,723 7,307,723 Rupees Rupees
Tradedebts - 67,897,899 67,897,899
Debt (Seenote8,12and 13) 37,490,490 33,402,204
Tradedeposits - 14,366,755 14,366,755 .
Equity 1,604,512,059 1,225,602,522
Profitaccrued - 585,610 585,610 -
Total equity and debt 1,642,002,549 1,259,004,726
Otherreceivables - 2,549,011 2,549,011 - -
Gearingratio 2:98 2:97
Cashand bankbalances 352,794,973 - 352,794,973
352,794,973 187,587,162 540,382,135
38. RELATED PARTYTRANSACTIONS
The related parties and associated undertakings comprises subsidiary company, associated companies, staff
2015 retirement funds, directors and key management personnel. Balances of related parties and remuneration of key
. e management personnel are disclosed in the respective notes. Other significant transactions with related parties not
Financial Liabilities .
disclosed elsewhere are asfollows:
at amortized cost
Rupees R2016 2015
Liabilitiesasperbalancesheet e upees ! R upees
e . . . 38.1 Salesofgoods-net
Liabilities against assets subject tofinance lease 33,349,682
Markup accrued on secured loans 52,522 Associated undertaking 300,016,829 23,940,183
Shortterm borrowings -
38.2 Purch -net
Tradeand other payables 376,991,495 drenasesne
410,393,699 Associated undertaking 156,731,096 84,979,723
37.4 Capitalrisk management 38.3 Contributiontoemployees' benefits fund:
The Company's objectives when managing capital are to safeguard the Company's ability to continue as a going Contribution to Staff Provident Fund 21,069,932 18,312,196
concern in order to provide return for shareholders and benefits for other stakeholders and to maintain healthier Contributionto Employees' Welfare Trust 2,096,869 2,126,207
capital ratios in order to support its business and maximize shareholders value. The Company manages its
capital structure and makes adjustments to it, in the light of changes in economic conditions. To maintain or
adjust the capital structure, the Company may adjust dividend payments to the shareholders, return on capital
toshareholdersorissue new shares.
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Notes to the Financial Statements Notes to the Financial Statements
For The Year Ended 31 December 2016 For The Year Ended 31 December 2016

39. PROVIDENTFUNDTRUST The Finance Act, 2015 introduced a tax on every public company at the rate of 10% of such undistributed reserves which
exceeds the amount of its paid up capital. However, this tax shall not be applied in case of a public company which
distributes profit equal to either 40% of its tax profits or 50% of its paid up capital, whichever is less, within six months
fromtheend oftheyear.

The Company has maintained an employee provident fund trust and investments out of provident fund are in the
process of regularization in accordance with the provisions of section 227 of the Companies Ordinance 1984, and the

rules formulated forthis purpose. The salientinformation of the fundis as follows:
Based on the fact the Board of Directors of the Company has proposed 85% dividend for the year ended 31 December

2016, which exceeds the above prescribed minimum dividend requirement, the Company believes that it would not
eventually be liableto pay taxonits undistributed reserves as at 31 December2016.

2016 % 2015 %
Note Rupees Rupees
’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’ 42. PLANT CAPACITYAND PRODUCTION
Size ofthefund 236,931,084 211,413,462 . . , .. . .. . . . .
The capacity and production of the Company's plant is indeterminable as it is a multi-product plant involving varying
Costofinvestments made 119,951,373 99,951,373 processes of manufacture.
Percentage ofinvestments made 95% 99%
Fairvalue ofinvestment 39.1 223,912,450 208,612,141 43. DATE OFAUTHORIZATION OF ISSUE
The Board of Directors of the Company authorized the financial statements forissuance on 16th March 2017.
39.1 Breakupofinvestments
Investmentin shares (Listed Securities) 60,134,144 27% 48,441,355 23%
Term Deposits - - 21,766,791 10%
Term Finance Certificates - - 5,000,000 2%
Special Saving Certificates 49,098,096 22% 84,987,128 42%
Mutual Funds 114,680,210 51% 48,416,867 23%
223,912,450 100% 208,612,141 100%

39.2 Thefiguresof2016 are based onun-audited financial statements.

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 2016 2005
40. NUMBEROFEMPLOYEES

Numberofemployees at the end of the year 1,413 1,148

Average numberof employees duringthe year 1,281 1,077

41. EVENTSAFTERTHEREPORTINGDATE

The Board of Directors of the Company in its meeting held on 16th March 2017 has proposed cash dividend at the rate of
Rs.8.50(2015: Rs. 7.50) per share and 12% bonus shares for the year ended 31 December 2016, (2015: 12%) subject to the

approval of shareholdersin the Annual General Meeting to be held on 27th April 2017. These financial statements do not Dr. Adeel Abbas Anees Ahmad Khan
reflectthese appropriations. Chief Executive Officer Director
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Directors' Report

I am pleased to present the Consolidated Audited Financial Statements of Highnoon Laboratories (the “Holding Company”) and its
wholly owned Subsidiary Company (“the Group”) forthe yearended December31,2016.

The Subsidiary Company was incorporated in Pakistan on June 10, 2015 as a Private Limited Company under the Companies
Ordinance 1984. The Principal activity of Subsidiary Company s to carry on the business as manufacturers,importers, exporters and
dealers of all kind of pharmaceuticals products. The Subsidiary Company took over the entire business, assets and liabilities of the
Biocef, a registered firm on June 15, 2015. The Holding Company acquired majority shares and control of the company after the
approval by the shareholders and further increased its shareholding thereby making the company a wholly owned subsidiary
company. The aggregate investment in the Subsidiary Company by the Holding Company is Rs. 200 million. Subsequent to the
balance sheet datethe name of the Subsidiary Company was changed to Procef Laboratories (Private) Limited.

The civil work of the entire area is now complete, in addition to the production area, a separate utility block consisting a water
purification and storage facility, steam boiler and other ancillaries have been constructed on the standards set forth under cGMP
guidelines. The manufacturing facilities include Encapsulation, Blistering, powder filling and labeling as well as vial washing, filling,
sealing and a sterilization tunnel. The machines are highly versatile and capable of producing and packaging oral solids, oral / sterile
powders. In Quality control department, we have HPLC, TOC analyzer, UV spectrophotometer, IR spectrophotometer, Particle
counter. The entire infrastructure of the facility is now complete and the company has requested the regulator to inspect the facility.
We do not foresee any major delays and are hopeful to commence production as soon as Drug Manufacturing License is granted and
the productsareregistered by the regulator.

The consolidated financial highlights are summarized below:

2016
FinancialHighlights ofthe group (000)
Profit before tax 780,155
Taxation (254,899)
Profit aftertax 525,256
Loss aftertaxattributable to Non-Controlling Interest 403
Profitaftertax attributable toshareholders of the Holding Company 525,659
Un-appropriated profit brought forward 905,312
Incremental depreciationrelatingto surplus on revaluation of fixed assets-net of tax 6,779
Acquisition of Non-Controlling Interest (1,040)
Other Comprehensive loss-net of tax (10,129)
Profitavailableforappropriation 1,426,581
Appropriations:
Cash Dividendforthe FY2015 @ Rs.7.50 pershare. (152,716)
Bonusshares @12%FY 2015 (24,435)
1,249,430

Based on the consolidated financial statements for the year ended December 31, 2016, the earnings per share (EPS) of the Group
workedtoRs.23.03 (2015: Rs.19.33 Restated).

The contents of the Directors' report and Chairman's review on the performance and financial position of the Holding Company, in
sofarasapplicable,form partof thisreport

For and on behalf of the Board

Dr. Adeel Abbas Haideri
Lahore: March 16, 2017 Chief Executive Officer
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Auditors’ Report to the Members

We have audited the annexed consolidated financial statements comprising consolidated Balance Sheet of Highnoon
Laboratories Limited (the Holding Company) and its subsidiary company as at 31 December 2016 and the related
consolidated Profitand Loss Account, consolidated Statement of Comprehensive Income, consolidated Cash Flow Statement
and Consolidated Statement of Changes in Equity together with the notes forming part thereof, for the year then ended. We
have also expressed separate opinions on the financial statements of Highnoon Laboratories Limited for the year ended 31
December 2016 and financial statements of its subsidiary company for six month period ended 31 December 2016. However,
the financial statements of subsidiary company for the year ended 30 June 2016 were audited by other firm of auditors whose
report has been furnished to us and our opinion, in so far as it relates to the amounts for the period ended 30 June 2016
included for such company, is based solely on the report of such other auditor.

These consolidated financial statements are the responsibility of the Holding Company's management. Our responsibility is
to expressan opinion onthese consolidated financial statements based on our audit.

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

In our opinion the consolidated financial statements present fairly the financial position of Highnoon Laboratories Limited
anditssubsidiary company asat31December 2016 and the results of its operations for the year then ended.

EY Fort Rhodes

Chartered Accountants

Engagement Partner: Farooq Hameed
Lahore: 16th March 2017
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Consolidated Balance Sheet

2016 2015
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Note  Rupees ~ Rupees
EQUITYAND LIABILITIES
Share capitalandreserves
Authorized share capital
25,000,000 (2015:25,000,000) Ordinary
sharesofRs. 10each 250,000,000 250,000,000
Share Capital 6 228,056,400 203,621,790
Revenuereserves 1,363,429,484 1,019,311,581
Equity attributable to equity holders of the parent 1,591,485,884 1,222,933,371
Non-Controlling Interest - 10,439,622
Total Equity 1,591,485,884 1,233,372,993
Surplusonrevaluation of fixed assets 7 209,883,736 216,679,561
Non-currentliabilities
Longtermloan 8 95,000,000 -
Liabilities against assets subject
tofinancelease 9 16,843,781 11,162,028
Longtermadvances 10 27,248,879 20,267,322
Deferred liabilities 11 312,920,256 293,726,596
452,012,916 325,155,946
Currentliabilities
Tradeand other payables 12 494,131,845 410,431,050
Mark up payable 13 148,684 52,522
Shortterm borrowing 14 - -
Currentportion of longterm liabilities 15 27,104,927 25,202,447
Income Tax-net 143,275,421 88,197,181
664,660,877 523,883,200
TOTALEQUITYAND LIABILITIES 2,918,043,413 2,299,091,700
CONTINGENCIESAND COMMITMENTS 16

Theannexed notesfrom 1to 44 formanintegral part of these consolidated financial statements.

Dr. Adeel Abbas
Chief Executive Officer
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As at 31 December 2016

2016 2015
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Note Rupees —  Rupees
ASSETS
Non-currentassets
Property, plantand equipment 17 954,602,093 832,650,533
Intangible assets 18 21,765,868 38,458,719
Goodwill 19 834,230 834,230
Longterm deposits 12,111,613 10,580,164
989,313,804 882,523,646

Currentassets
Stockintrade 20 992,637,743 860,324,204
Tradedebts 21 75,154,453 67,897,899
Advances 22 74,772,999 79,941,339
Trade deposits and short term prepayments 23 17,548,529 19,708,637
Profitaccrued 1,235,074 585,610
Otherreceivables 24 3,341,447 2,549,011
Taxrefund due from government 25 13,746,565 7,992,428
Cashand bankbalances 26 750,292,799 377,568,926

1,928,729,609 1,416,568,054

TOTALASSETS

2,918,043,413

2,299,091,700

HIGHNOON LABORATORIES LIMITED

Anees Ahmad Khan

Director
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Consolidated Profit and Loss Account
For The Year Ended 31 December 2016

Consolidated Statement of Comprehensive Income
For The Year Ended 31 December 2016

2016 2015
e Note | Rupees | Rupees
Profit aftertaxfortheyear 525,256,021 440,924,434
Othercomprehensiveincome
Other comprehensiveincome notto be reclassified to profitor loss
insubsequentperiods:
Remeasurement adjustments on defined benefit plan 11.3.1 (14,019,989) (27,758,209)

Incometax effect

Othercomprehensive loss, net of tax

3,891,237

6,818,049

(10,128,752)

(20,940,160)

Total comprehensiveincome fortheyear 515,127,269 419,984,274

Total comprehensiveincome/(loss) attributable to:

Shareholders of the Parent 515,530,368 420,412,095

Non Controlling Interest (403,099) (427,821)
515,127,269 419,984,274

2016 2015
e Note | Rupees | Rupees
Sales-net 27 5,070,755,394 4,403,995,318
Costofsales 28 (2,692,735,362) (2,312,801,997)
Gross profit 2,378,020,032 2,091,193,321
Distribution, sellingand promotional expenses 29 (1,279,004,735) (1,125,961,164)
Administrative and general expenses 30 (254,985,395) (246,634,261)
Research and development expenses 31 (3,652,557) (3,040,818)
Otheroperatingexpenses 32 (73,550,002) (73,022,429)
(1,611,192,689) (1,448,658,672)
Operating Profit 766,827,343 642,534,649
Other income 33 19,413,957 29,836,721
786,241,300 672,371,370
Financecosts 34 (6,085,875) (8,763,832)
Profit before taxation 780,155,425 663,607,538
Taxation 35 (254,899,404) (222,683,104)
Profit after taxation 525,256,021 440,924,434
Profit/(loss) aftertax attributable to:
Shareholdersof the Parent 525,659,120 441,352,255
Non Controlling Interest (403,099) (427,821)
525,256,021 440,924,434
Restated
Earnings pershare-basicand diluted 36 23.03 19.33

Theannexed notesfrom 1to 44 formanintegral part of these consolidated financial statements.

Dr. Adeel Abbas Anees Ahmad Khan
Chief Executive Officer Director
ANNUAL REPORT
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Surplus arising on 'revaluation of fixed assets' is presented under a separate head below equity as 'surplus on revaluation of
assets' in accordance with the requirements specified by the Securities and Exchange Commission of Pakistan (SECP) vide its
S.R.0.45(1)/2003 dated 13 January 2003 and section 235 of Companies Ordinance, 1984 respectively.

The annexed notesfrom 1to44form anintegral part of these consolidated financial statements.

Dr. Adeel Abbas Anees Ahmad Khan
Chief Executive Officer Director
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Consolidated Cash Flow Statement

For The Year Ended 31 December 2016

2016 2015

e Note | Rupees | Rupees
CASHFLOWS FROM OPERATINGACTIVITIES
Profit before taxation 780,155,425 663,607,538
Adjustmentsto reconcile profit before tax to net cash flows:
Depreciation 17.1.1 83,263,604 82,436,822
Amortization ofintangible assets 18.2 16,692,851 16,674,202
Intangible assets written off - 9,203,431
Gainondisposal of property, plantand equipment 17.1.4 (7,500,756) (7,983,144)
Exchange loss 6,766,073 7,489,970
Provision for slow moving and obsoleteitems 20.1 12,168,711 8,550,977
Provision for defined benefit obligation 11.3.2 42,308,358 40,445,067
Finance cost 34 6,085,875 8,763,832

159,784,716 165,581,157
Profit before working capital changes 939,940,141 829,188,695

Working capital changes:

(Increase)/decreasein current assets:

Stockintrade (144,482,250) (234,083,078)
Trade debts (7,256,554) 7,637,374
Advances 5,168,340 (36,683,189)
Trade deposits and short term prepayments 2,160,108 (3,673,648)
Profitaccrued (649,464) (226,021)
Otherreceivables (792,436) (1,063,351)
Taxrefund due from government (5,754,137) 3,991,129
Increase/(decrease) in currentliabilities:
Tradeand other payables 65,355,771 (8,493,306)
(86,250,622) (272,594,090)
Cash generated fromoperations 853,689,519 556,594,605

Taxes paid

Gratuity paid

(221,248,182)
(11,833,293)

(194,199,043)
(29,699,463)

Finance cost paid (2,498,055) (3,572,683)
Longterm advances- net 10,443,604 5,359,364
Net cash flow generated from operating activities 628,553,593 334,482,780
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HIGHNOON LABORATORIES LIMITED

Consolidated Cash Flow Statement

For The Year Ended 31 December 2016

2016 2015

e Note | Rupees | Rupees
CASHFLOWS FROM INVESTINGACTIVITIES

Capital expenditureincurred (194,210,821) (110,319,173)
Acquisition of subsidiary-net - (44,288,984)
Longterm deposits-net (1,531,449) (7,415,400)
Intangible assetsacquired - (825,356)
Proceedsfromdisposal of property, plantand equipment 17.1.4 23,380,913 26,260,119
Net cashflowusedininvestingactivities (172,361,357) (136,588,794)
CASHFLOWS FROM FINANCINGACTIVITIES

Repaymentoffinance leaseliabilities - net (26,253,972) (38,502,761)
Longtermloan 95,000,000 -
Proceedsfromissuance of share capital to minority shareholders - 800
Acquisition of non-controllinginterest (11,077,000) -
Repayment of Director's loan-subsidiary - (1,265,477)
Dividend paid (141,148,297) (116,044,311)
Net cashflow usedinfinancingactivities (83,479,269) (155,811,749)
Netincreaseincashand cash equivalents 372,712,967 42,082,237
Cash and cash equivalents atbeginning of the year 377,568,926 335,324,473
Effectof exchangerate changes oncash and cash equivalent 10,906 162,216
Cash and cash equivalentsatend of theyear 26 750,292,799 377,568,926

Theannexed notesfrom 1to44 form anintegral part of these consolidated financial statements.

Dr. Adeel Abbas
Chief Executive Officer

HIGHNOON LABORATORIES LIMITED

Anees Ahmad Khan

Director
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Notes to the Consolidated Financial Statements
For The Year Ended 31 December 2016

Consolidated Statement Of Changes In Equity

For The Year Ended 31 December 2016

N Revenue reserves Non THEGROUP AND ITS OPERATIONS
are . . . . . .. .
capital General  |Unappropriated Sub Controlling Total The Highnoon Group ("the Group") comprises of Highnoon Laboratories Limited ("HNL") ("the Holding Company") and
reserves profit total Interest ProcefLaboratories (Private) Limited (formerly Biocef (Private) Limited) ("PCL")("the Subsidiary Company")
Rupees The Holding Company was incorporated as a private limited company in Pakistan in year 1984 and converted into an
Bal 01 5015 181805170 114.000.000 617355424 731355424 913.160.594 unquoted public limited company in 1985. Its shares are quoted on Pakistan Stock Exchange since November 1994.
alanceasa anuary U T e e i e Holding company is principally engaged in the manufacture, import, sale and marketing of pharmaceutical and allied
Acquisition of subsidiary company - - - - 10,866,643 10,866,643 consumer products. Theregistered office of HNL issituated at 17.5 Km, Multan Road, Lahore.
Issue of rightshares by subsidiary Company - - - - 800 800 The Subsidiary Company was incorporated on 10 June 2015 as a private limited company. The registered office of PCL s
tforth ded b situated at 17.5 KM Multan Road, Lahore. It is set up with principle object to carry on business as manufacturers,
Profitiortheyearended 31 December2015 ) ) 441,352255| 441,352,255 (427,821) | 440,924,434 importers, exporters, producers, preparers, refiners, buyers, seller and dealers of all kinds of pharmaceutical, drugs,
Othercomprehensive loss - - (20,940,160) |  (20,940,160) - (20,940,160) medicines medicaments, basic raw material, herb salts, acids, alkalis, chemical and surgical material, instruments and
Total hensivei forth 420412095 420.412.095 427 821)  419.984.974 appliances patent and proprietary articles. It owns Greenfield pharmaceuticals project that envisages production of
otalcomprehensiveincomefortheyear i i e e (427,821) 7w cephalosporindrugs. PCLisin construction phase and hence has notyet started commercial operations.
IncrementaldepreciaFion rel.ating HNL acquired 80% shares of PCL in September 2015 and it became subsidiary company of HNL. Subsequently HNL also
tosurplus onrevaluation of fixed acquired right shares of PCL and its shareholding increased to 88%. In May 2016 the Holding Company has further
assets-netoftax . . 7,534,043 7,534,043 . 7,534,043 acquired 1,107,700 shares at par value of Rs. 10 per share as a result of which PCL became wholly owned subsidiary of
Issuance of bonus shares @ 12% 21,816,620 - (21,816,620)  (21,816,620) - - HNL.
Finaldividend @ Rs. 6.50 pershare
fortheyearended 31 December2014 - - (118,173,361) (118,173,361) - (118,173,361) BASIS OF PRESENTATION AND STATEMENT OF COMPLIANCE
Balance asat31 December2015 203,621,790 114,000,000 905,311,581 1,019,311,581 10,439,622 1,233,372,993 2.1  Statementofcompliance
Profitfortheyearended 31 December2016 - - 525,659,120 | 525,659,120 (403,099) | 525,256,021 These consolidated financial statements have been prepared in accordance with approved accounting
Other comprehensive loss ) ) (10,128,752) | (10,128,752) ) (10,128,752) standa!rds as applicable in Pa?klstan. Approved accogntlng standards comprise of such Internatlon.al F!nanc!al
Reporting Standards (IFRS) issued by the International Accounting Standards Board and Islamic Financial
Total comprehensiveincomefortheyear - - 515,530,368 515,530,368 (403,099) 515,127,269 Accounting Standards (IFAS) issued by Institute of Chartered Accountants of Pakistan as are notified under the
Acquisition of Non-controlinginterest i i (1,040,477) (1,040477)  (10,036,523)  (11,077,000) Companies Ordln;f\nce, 1984, provisions of and dlrect!\/.es issued under the Cc.)m.panles Ordlnanc.e, 19§4.
Wherever the requirements or directives issued by Securities and Exchange Commission of Pakistan differ with
Incremental depreciation relating therequirements of IFRS or IFAS, the requirements of the Companies Ordinance, 1984 or the requirements of the
tosurplusonrevaluation of fixed said directives prevail.
assets - net of tax - - 6,778,964 6,778,964 - 6,778,964
Issuance of bonus shares @ 12% 24,434,610 - (24,434,610)  (24,434,610) - - . .
2.2 Basis of preparation
me:rl\deendf:Zfl.Dso pershazrzls 152.716.342)  (152.716.342 152.716.342 These financial statements have been prepared under the historical cost convention, except for revaluation of
ortheyearende ecember i i (152,716,342)  (152,716,342) i (152,716,342) certain assets as referred to in note 17 and recognition of certain employees retirement benefits at present value.
Balance asat31December2016 228,056,400 114,000,000 1,249,429,484 1,363,429,484 - 1,591,485,884 Inthesefinancial statements all the transactions have been accounted foron accrual basis.

Theannexed notesfrom 1to44 form anintegral part of these consolidated financial statements.

Dr. Adeel Abbas
Chief Executive Officer
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2016

Anees Ahmad Khan
Director

HIGHNOON LABORATORIES LIMITED

These financial statements are the consolidated financial statements of the Group in which investment in
subsidiary is accounted for on the basis of acquisition method. Stand alone financial statements of the Parent
andits Subsidiary are prepared separately.

2.3 Basisof consolidation

The Group's consolidated financial statements include the financial statements of the Holding Company HNL
and its subsidiary company PCL. The Group uses the acquisition method of accounting to account for business
combination. The consideration transferred is the fair value of the assets transferred, the liabilities incurred and

ANNUAL REPORT

HIGHNOON LABORATORIES LIMITED 2016



Notes to the Consolidated Financial Statements
For The Year Ended 31 December 2016

2.4 Non-ControllingInterest
The Group applies a policy of treating transactions with non- controlling interest as transactions with parties
external to the Group. Disposal of non-controlling interest results in gains and losses for the Group that is
recorded inthe profitand loss account.
2.5  Functionaland presentation currency
These consolidated financial statements are presented in Pak rupee, which is also the functional currency of the
Group. Figures have been rounded off to the nearest rupee, unless otherwise stated.
2.6 Standards,interpretationsand amendmentsto published approved accounting standards effectivein 2016
The Group has adopted the following amendments to accounting standards which became effective during the
year.
Standard or Interpretation
IFRS10, Consolidated Financial Statements, Disclosure of Interests in Other Entities and Separate
IFRS12 Financial Statements - Investment Entities: Applying the Consolidation Exception (Amendment).
andIAS 28
IFRS11 JointArrangements - Accounting for Acquisition of Interestin Joint Operation (Amendment)
IAS1 Presentation of Financial Statements - Disclosure Initiative (Amendment)
IAS16and Property, Plantand Equipmentandintangible assets - Clarification of Acceptable Method of
IAS38 Depreciation and Amortization (Amendment)
IAS16and Property, Plantand EquipmentIAS 41 Agriculture - Agriculture: Bearer Plants (Amendment)
IAS41
IAS 27 Separate Financial Statements - Equity Method in Separate Financial Statements (Amendment)
ANNUAL REPORT
2016 HIGHNOON LABORATORIES LIMITED

the equity interest issued by the Group, if any. Acquisition related cost is expensed as incurred. The Group
recognizes any non- controlling interest in the acquiree at the non- controlling interest's proportionate share of
the identifiable net assets of the acquiree. The financial statements of the Holding Company and its Subsidiary
are prepared upto the same reporting date using consistent accounting policies. ldentifiable assets acquired
and liabilities assumed in the acquisition are measured initially at their fair value at the date of acquisition.

Goodwill is initially measured as the excess of the aggregate of the consideration transferred and the value of
non-controlling interest using proportionate share method over the net identifiable assets acquired and
liabilities assumed. If this is less than the fair value of the net asset of the subsidiary acquired, the difference is
recognized in profitand loss account. Afterinitial recognition,itis measured at carryingvaluei.e. cost atthe date
ofacquisition less any accumulated impairment.

Thefinancial statements of PCL have been consolidated on line by line basis. Intra Group balances, transactions,
income and expenses have been eliminated. Assets, liabilities, income and expense have been consolidated from
the date Group acquired the control of the subsidiary till the control cease to exist. Unrealized gain or lossonintra
group transactions are also eliminated but unrealized losses are however recognized to the extent of
impairment, ifany.

Notes to the Consolidated Financial Statements
For The Year Ended 31 December 2016

Improvementsto Accounting StandardsIssued by the IASBin September2014

IFRS5 Non-current Assets Held for Sale and Discontinued Operations - Changes in methods of disposal

IFRS7 Financial Instruments: Disclosures - Servicing contracts

IFRS7 Financial Instruments: Disclosures - Applicability of the offsetting disclosures to condensed
interim financial statements

IAS19 Employee Benefits- Discount rate: regional marketissue

IAS 34 Interim Financial Reporting - Disclosure of information 'elsewherein theinterimfinancial report’

The adoption of the above amendments, interpretations and improvements did not have any material effect on
the consolidated financial statements.

SIGNIFICANTACCOUNTING ESTIMATESAND 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 accounting policies and reported amounts
of assets, liabilities, income and expenses. The estimates, 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
apparentfrom othersources. 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 revision affects only that period, or in the period of revision
and future periodsiftherevision affects both current and future periods.

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

Notes
- staff retirement benefits 4.2
- property, plantand equipment 4.5
- amortization 4.6
- impairment of non-financial assets 4.13
- taxation 4.18
- provisions 4.22

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted in the preparation of these consolidated financial statements are consistent with
those of the previousfinancial year except foras mentionedin note 2.5 and as follows:

4.1  Segmentreporting

Thekey financialdecision maker considers the whole business as one operating segment.
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Notes to the Consolidated Financial Statements
For The Year Ended 31 December 2016

Staff retirement benefits
Defined benefitplan

HNL operates an unfunded gratuity scheme for all of its permanent employees, under which benefits are
paid on cessation of employment subject to a minimum qualifying period of service. Qualified actuaries
have carried out the valuation as at 31 December 2016. The projected unit credit method with the
followingsignificantassumptions wasused forthe valuation of this scheme:

2016 2015

4.3

4.4

ANNUAL REPORT
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- Discountrate 8%p.a. 9.25%p.a.

- Expectedrateofincreaseinsalary T%p.a. 8.25%p.a.

- Expected average remaining working life time 9years 9years

- Mortality rates SLIC SLIC
2001-2005 2001-2005

Remeasurement adjustments are recognized in other comprehensive income when they occur. Amounts
recorded in profit and loss are limited to current and past service cost, gains or losses on settlements, and
net interest income (expense). All other changes in net defined benefit liability are recognized in other
comprehensive income with no subsequent recycling to profit and loss account. The distinction between
short term and other long term employee benefits will be based on the expected timing of settlement
ratherthanthe employeesentitlement to benefits.

Defined contribution plan

HNL also operates a recognized provident fund scheme for all of its permanent employees in accordance
with the trust deed and rules made there under. Equal monthly contributions are made to the fund by the
group and employees at the rate 0f8.33% (2015: 8.33%) of basic salary and cost of living allowance.

Compensated leave absences

Provision for compensated absences is made to the extent of value of accumulated accrued leaves / leave
fare assistance of the employees at the balance sheet date as per entitlement on the basis of last drawn
salary. The managers or other executives are not allowed to carry forward un-availed leaves while labour
can carry forward maximum 10 un-availed leaves fora maximum period of one year.

Foreign currency translation

All monetary assets and liabilities in foreign currency are translated at the rates of exchange prevailing on
the balance sheet date. Non-monetary assets and liabilities that are measured in terms of historical cost
inforeign currency are translated into rupees at exchange rates prevailing at the date of transaction. Non-
monetary assets and liabilities denominated in foreign currency that are stated at fair value are translated
into rupees at exchange rates prevailing at the date when fair values are determined. Transactions in
foreign currencies are converted into Pak rupees at exchange rates prevailing on the date of transaction.
Allexchange gains/losses onforeign currency transactions are taken to profitand loss account.

Trade and other payables

Trade and other payables are initially carried at fair value and subsequently at amortized cost using
effectiveinterest rate method.

HIGHNOON LABORATORIES LIMITED

Notes to the Consolidated Financial Statements
For The Year Ended 31 December 2016

Property, plantand equipment
Owned operating assets:

These are stated at cost or revalued amount less accumulated depreciation and impairment except for
freehold land, which is stated at revalued amount. Revaluation is carried out every five years unless
earlierrevaluationis necessitated.

Deprecationis charged onreducing balance method at theratesin note 16.1 to write off the cost / revalued
amount of an asset over its estimated useful life. The assets' residual values and useful lives are reviewed
at each financial year end and adjusted, if its impact on depreciation is significant. Full month's
depreciation is charged on additions, while no depreciation is charged in the month of disposal or
deletion of assets. Surplus on revaluation of fixed assets relating to incremental depreciation (net of
deferred taxation) is transferred directly to unappropriated profit.

Subsequent expenditure relating to an item of property, plant and equipment that has already been
recognized is added to the carryingamount of the asset when itis probable that future economic benefits,
in excess of the originally assessed standard of performance of the existing asset, will flow to the Group as
per recognition criteria. All other expenditure in the form of normal repair and maintenance is charged to
profitand lossaccountasand whenincurred.

An item of property, plant and equipment is derecognized upon disposal or when no future economic
benefits are expected from its use or disposal. Gains and losses on disposal of fixed assets are included in
income currently, exceptthat therelated surplus on revaluation of fixed assets (net of deferred taxation) is
transferred directly to Unappropriated profit.

Leasehold assets:

Leases, where all the risks and rewards incidental to ownership of the leased assets have been transferred
to the Group, are classified as finance leases. Assets subject to finance lease are stated at the lower of
present value of minimum lease payments under the lease agreements and the fair value of the leased
assets atthe commencementoflease, less accumulated depreciation and anyidentifiedimpairment loss.

The related rental obligations, net of finance costs, are included in liabilities against assets subject to
finance lease asreferred toin note 9. The liabilities are classified as current and long term depending upon
thetimingof the payment.

Each lease payment is allocated between the liability and finance costs so as to produce a constant
periodic rate of interest on the balance outstanding. The interest element of the rental is charged to profit
and loss accountovertheleaseterm.

Assets acquired under finance lease are depreciated over the useful lives of assets on reducing balance
method at the rates given in note 17.1 The assets' residual values and useful lives are reviewed at each
financialyearend and adjusted, ifitsimpact on depreciationis significant. Depreciation of leased assets is
charged to profit and loss account. Depreciation on additions in leased assets is charged from the month
inwhich an assetis acquired while no depreciation is charged for the month in which the asset is disposed
off/transferred tofreehold assets.

Capitalworkin progress

Capital work in progress is stated at cost less any identified impairment loss and includes the
expenditures on material, labour and appropriate overheads directly relating to the project. These costs
aretransferred to fixed assets as and when assets are available forintended use.
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4.7

4.8

4.9
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Intangible assets

Intangible assets include Intellectual Property, Rights, Trademarks and Software, which are non-
monetary assets without physical substance. These are recognized at cost, which comprisesits purchase
price, non-refundable purchase taxes and any directly attributable expenditures.

Changesin the expected useful lives or the expected pattern of consumption of future economic benefits,
embodied in the intangible assets, are accounted for by changing the recognized period or amortization
method, as appropriate, and treated as a change in accounting estimate. The recognized expense on
intangible assets with finite lives is recognized in the profit and loss account in the expense category,
consistentwith the function of theintangible asset.

The carrying values of intangible assets are reviewed for impairment when events or changes in
circumstances indicate the carrying value may not be recoverable. If any such indication exists and where
the carrying values exceed the estimated recoverable amount, the assets or cash-generating units are
written-down to their recoverable amount.

Subsequent expenditures onintangible assets are recognized as an expense whenitisincurred unless the
expenditure will enable the asset to generate future economic benefits in excess of its originally assessed
standard of performance.

Goodwill

Goodwill represents the excess of the aggregate of the consideration transferred and the value of non-
controlling interest using proportionate share method over the net identifiable assets acquired and
liabilities assumed. After initial recognition it is measured at carrying value i.e. at date of acquisition less
any accumulated impairment.

Borrowing costs

Finance cost on long term liabilities / lease liabilities which are specifically obtained for the acquisition of
qualifying assets i.e. assets that take a substantial period of time to get ready for their intended use, are
capitalized up to the date of commissioning of respective asset. All other interest, mark-up and expenses
arechargedto profitand lossaccountin the period in which they areincurred.

Investments
Investments available forsale - Quoted securities

Investment intended to be held for an unidentified period of time which may be sold in response to need
forliquidity orchangestointerestrates, exchange rates or equity prices are classified as available for sale.

Investments classified as "available for sale" are initially measured at cost, being the fair value of
consideration given. At subsequent reporting dates, these investments are measured at fair value. The
investments for which quoted price is not available, are measured at cost asitis not possible to apply any
othervaluation methodology.

Unrealized gains and losses arising from changes in fair value are recognized in other comprehensive
income and presented within equity as reserve. Cumulative gains and losses arising from changes in fair
value are included in the net profit and loss for the period in which an investment is derecognized or
determinedtobeimpaired.

All "regular way" purchases and sales of shares are recognized on the trade date, i.e. the date that the
Group commitsto purchase/sell the asset.

HIGHNOON LABORATORIES LIMITED

Notes to the Consolidated Financial Statements
For The Year Ended 31 December 2016

4.10

4.11

4.12

4.13

4.14

Stockintrade
These arevalued atthe lower of cost and netrealizable value. Cost is determined using the following basis:
Raw materials - onmovingaverage
Work-in-process - atestimated manufacturing costincluding appropriate overheads
Finished goods

-Imported -onmovingaverage

-Local -onannualaverage manufacturing costincluding appropriate overheads
Merchandiseintransit/pledged - atinvoicevalue plus otherchargesincurred thereon

Net realizable value signifies the estimated selling price in the ordinary course of business less estimated
costs necessary to make the sale. The Group revises the carrying amount of stock-in-trade on a regular
basis and a provision is made for obsolescence, for items which are slow-moving and/or identified as a
surplus to the Group's requirement. A provision is made for the excess of book values over the estimated
netrealizablevalue.

Tradedebts

These are initially carried at original invoice amount, which is the fair value of consideration to be
received in future and subsequently measured at amortized cost less impairment loss, if any. A provision
forimpairment of trade debts is established when thereis an objective evidence that the Group will not be
abletocollectallamountsdue accordingto the originalterms of receivable.

Cash and cash equivalents

For the purpose of cash flow statement, cash and cash equivalents comprise of cash in hand and balance
withbanksincurrentaccounts.

Impairment of non-financial assets

The carrying amount of the assets except for inventories are reviewed at each balance sheet date to
identify the circumstances indicating the occurrence of impairment loss or reversal of previously
recognized impairment losses. If any such indication exists, the recoverable amount of such asset is
estimated.

Animpairment loss is recognized if the carrying amount of an asset or its cash-generating unit exceeds its
recoverable amount. A cash-generating unit is the smallest identifiable asset group that generates cash
flowsthat arelargelyindependent from other assets and groups.

Where an impairment loss subsequently reverses, the carrying amount of such asset is increased to the
extentthatit does not exceed the carrying amount that would have been determined, net of depreciation
and amortization, if no impairment loss has been charged. Areversal of the impairment loss is recognized
inincome.

Revenuerecognition

Revenue from local sales is recognized when risk and reward incidental to ownership are transferred i.e.
on dispatch of goods to the customers. Export goods are considered dispatched when bill of lading is
prepared for shipmentto customers.

Serviceincomeisrecognized whenrelated services are rendered.
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4.16

4.17

4.18
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Return on bank deposits is accounted for on time proportion basis and other income is recognized on
accrual basis.

Transactions with related parties and transfer pricing

The Group under the direction of Securities and Exchange Commission of Pakistan's Notification SRO
66(1)/ 2003 dated 22 January 2003 adopted the cost-plus method of transfer pricing for the determination
of arm's length prices with associated companies/related parties except for the assets sold to employees
atwritten down value underthe employee's car scheme as approved by the Board of Directors. Parties are
said to berelated, if they are able to influence the operating and financial decisions of the Group and vice
versa.

Research and development cost

These costs are charged to profit and loss account as and when incurred, except for any development
costswhich arerecognized asintangible assets when itis probable that the development project will be a
success and certain criteria, including commercial and technological feasibility have been met.

ljarah

The ljarah payments under an ijarah agreement are treated in accordance with 'lslamic Finance
Accounting Standard 2 ljarah' issued by Institute of Chartered Accountants of Pakistan and adopted by
Securities and Exchange of Pakistan. ljarah rental under such agreements are charged to profit and loss
accounton astraightline basisovertheljarah term.

Taxation
Incometaxon profitand loss forthe year comprises current and deferred tax.
Current

Provision of current tax is based on the taxable income, alternative corporate tax or minimum tax
provisions in accordance with Income Tax Ordinance 2001. The charge for current tax is calculated using
prevailing tax rates or tax rates expected to apply to the profit for the year if enacted. The charge for
currenttax also includes adjustments, where considered necessary, to provision for tax made in previous
years arising from assessments framed during the year for such years.

Deferred

Deferred income tax is provided using the balance sheet liability method for all temporary differences at
the balance sheet date between tax base of assets and liabilities and their carrying amounts for financial
reporting purposes.

Deferred tax liability is recognized for all taxable temporary differences and deferred tax assets are
recognized for all deductible temporary differences, carry forward of unused tax credits and unused tax
losses, if any, to the extent that it is probable that future taxable profit will be available against which the
deductible temporary difference, carry-forward of unused tax credits and unused tax losses can be
utilized.

The carrying amount of deferred income tax asset is reviewed at each balance sheet date and reduced to
the extent that itis no longer probable that sufficient taxable profit will be available to allow all or part of
the deferredincometax assetsto be utilized.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period
when the liability is settled based on tax rates that have been enacted or substantially enacted at the
balance sheetdate.

HIGHNOON LABORATORIES LIMITED
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4.20

4.21

4.22

4.23

Dividend
Dividend toshareholdersisrecognized as a liabilityinthe periodinwhichitis approved.
Financialinstruments

These comprise financial assets and financial liabilities. Significant financial assets include trade debts,
advances and deposits, other receivables and cash and bank balances. Significant financial liabilities
include borrowings, trade and other payables, liabilities in respect of leased assets and mark up payable
onbankborrowings.

Financial assets and financial liabilities are recognized when the Group becomes a party to the
contractual provisions of the instrument and assets and liabilities are stated at fair value. The Group
derecognizes the financial asset and liabilities when it ceases to be a party to such contractual provisions
of the instruments. Any gain or loss on derecognizing of the financial assets and financial liabilities is
taken to profitand loss account currently. The particular measurement methods adopted are disclosed in
theindividual policy statement associated witheachitem.

Offsetting of financial assets and financial liabilities

Financial assets and liabilities are offset and the net amount is reported in the balance sheet if the Group
has legally enforceable right to offset the recognized amounts and the Group intends to settle either on a
netbasis orrealize the asset and settle the liability simultaneously.

Provisions

Aprovision is recognized when the Group has a present, legal or constructive obligation as a result of past
event and it is probable that an outflow of resources embodying economic benefits will be required to
settlethe obligation of which reliable estimate can be made.

Impairmentoffinancial assets

The Group assesses at each balance sheet date whether there is any objective evidence that a financial
assetora group of financial assets isimpaired. Afinancial asset or a group of financial assets is deemed to
beimpaired if, and only if, there is objective evidence of impairment as a result of one or more events that
has occurred after the initial recognition of the asset (an incurred 'loss event') and that loss event has an
impacton the estimated future cash flows of the financial asset or the group of financial assets that can be
reliably estimated.

Evidence of the impairment may include indicators that the debtor or a group of debtors is experiencing
significant financial difficulty, default or delinquency in interest or principal payments, the probability
that they will enter bankruptcy or other financial reorganization and where observable data indicates
that there is a measurable decrease in the estimated future cash flows, such as changes in arrears or
economic conditionsthat correlate with defaults.

The amount of loss is measured as the difference between the asset's carrying amount and the present
value of the estimated future cash flows discounted at the financial asset's original effective interest rate.
The carrying amount of the asset is reduced and the amount of the loss is recognized in the profit and loss
account. If,in asubsequent period, the amount of theimpairment loss decreases and the decrease can be
related objectively to an event occurring after the impairment was recognized, the reversal of the
previously recognized impairmentlossis recognized in profitand loss account.
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STANDARDSISSUED BUTNOT YET EFFECTIVE

The following revised standards, amendments and interpretations with respect to the approved accounting standards
as applicable in Pakistan would be effective from the dates mentioned below against the respective standard or

interpretation:
Effective date:

(Periods beginning

Standard or Interpretation on or after)

IFRS2 Share-based Payments - Classification and Measurement of Share-based
Payments Transactions (Amendments)

01 January 2018

IFRS 10 Consolidated Financial Statements and IAS 28 Investment in Associates
and Joint Ventures - Sale or Contribution of Assets between an Investor
anditsAssociate or JointVenture (Amendment)

Deferred indefinitely

IAS 7 Statement of Cashflows - Disclosure about changes in liabilities arising 01 January 2017
fromfinancingactivities (Amendments)

IAS 12 Income Taxes - Recognition of Deferred Tax Assets for Unrealized Losses 01 January 2017
(Amendments)

IFRS4 Insurance Contracts: Applying IFRS 9 Financial Instruments with IFRS 4 01 January 2018
Insurance Contracts - (Amendments)

IAS 40 Investment Property: Transfers of Investment Property (Amendments) 01 January 2018

IFRIC22 Foreign Currency Transactions and Advance Consideration 01 January 2018

The Group expects that the adoption of the above revisions and amendments of the standards will not materially affect
the Group'sfinancial statementsinthe period of initial application or later periods.

In addition to the above standards and amendments, improvements to various accounting standards have also been
issued by the IASBin December2016. Such improvements are generally effective for accounting periods beginning on or
after 01 January 2017. The Group expects that such improvements to the standards will not have any impact on the
Group'sfinancialstatementsin the period of initial application.

In addition to the above, the following new standards have been issued by IASB which are yet to be notified by the SECP
forthe purpose of applicability in Pakistan:

IFRS1 Firsttimeadoption of International Financial Reporting Standards 01 January 2009
IFRS9 Financial Instruments: Classification and Measurement 01 January 2018
IFRS 14 Regulatory Deferral Accounts 01 January 2016
IFRS 15 Revenue from Contracts with Customers 01 January 2018
IFRS 16 Leases 01 January 2019

The Group expects that the adoption of the above standards will have no material effect on the Group's financial
statements, in the period of initial application, except for IFRS 15 and IFRS 16. The management is in the process of
determiningthe effect of application of IFRS 15and IFRS 16.

ANNUAL REPORT

2016 HIGHNOON LABORATORIES LIMITED

Notes to the Consolidated Financial Statements

For The Year Ended 31 December 2016

2016 2015

e Note | Rupees | Rupees
6. SHARE CAPITAL

Issued, subscribed and paid-up

5,905,000 (2015:5,905,000) ordinary shares

of Rs. 10 each fully paidin cash 59,050,000 59,050,000

95,000 (2015:95,000) ordinary shares ofRs.10

eachissued for consideration otherthan cash 6.1 950,000 950,000

16,805,640 (2015:14,362,179) ordinary shares

of Rs. 10 eachissued asbonus shares 168,056,400 143,621,790

6.2 228,056,400 203,621,790

6.1 Thisrepresentstheissuance of shares againstthe purchase of plantand machinery and other assets.

6.2 Reconciliation of Issued, subscribed and paid-up share capital
2016 2015 2016 2015
Number Number Rupees Rupees
Issued, subscribed and paid-up of Rs. 10
eachasat01January 20,362,179 18,180,517 203,621,790 181,805,170
Issuance of bonussharesof Rs. 10 each 2,443,461 2,181,662 24,434,610 21,816,620
Issued, subscribed and paid-up of Rs. 10
eachasat31December 22,805,640 20,362,179 228,056,400 203,621,790
ANNUAL REPORT
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SURPLUS ON REVALUATION OF FIXED ASSETS

LIABILITIESAGAINST ASSETS SUBJECT TO FINANCE LEASE

Gross Surplusonrevaluation of fixed assets asat01 January 242,613,860 253,029,492 Presentvalue of minimum lease payments 37,471,868 33,349,682
Incremental depreciation relating to surplus on revaluation Less: Current portion shown under current liabilities 15 20,628,087 22,187,654
offixed assets - transferred to unappropriated profit: 16,843,781 11,162,028
Net of deferred tax (6,778,964) (7,534,043)
Related deferred tax liability (2,595,105) (2,881,589) Minimum Finance cost for Principal
(9,374,069) (10,415,632) lease payments future periods outstanding
233,239,791 242,613,860 ’ 2016 \
Rupees
Less related deferred tax liability on: Not laterthanoneyear 22,721,704 2,093,617 20,628,087
Balance atthebeginning of theyear 25,934,299 31,869,334 Laterthanoneyearbutnotlaterthanfiveyears 17,762,470 918,689 16,843,781
Effectofchangeinapplicabletaxrate - (2,881,588) 40,484,174 3,012,306 37,471,868
Effectofchangein proportionof normalsales 16,861 (171,858)
2015
Incremental depreciation relatingto surplus on revaluation Rupees
offixed assets - transferred to unappropriated profit (2,595,105) (2,881,589)
Not laterthanoneyear 24,322,800 2,135,146 22,187,654
111 23,356,055 25,934,299
Laterthanoneyearbut not laterthanfiveyears 11,684,770 522,742 11,162,028
Surplusonrevaluation of fixed assets asat 31 December 209,883,736 216,679,561
36,007,570 2,657,888 33,349,682
7.1 This represent surplus arising on revaluation of freehold land, building on freehold land, plant and machinery
both owned and leased. This has been adjusted by incremental depreciation arising due to revaluation, net of
deferred tax. The latest revaluation of land, building on freehold land and plant and machinery was carried out Salientfeatures oftheleases are asfollows: 2016 2015
on 31 December2012 by M/S Surval which resultedinasurplus of Rs. 75,885,134. ] ]
Discountingfactor 7.00%-8.50% 7.30%-11.31%
LONGTERM LOAN
Period of lease 36 months 36 months
This loan has been obtained during the year by the Subsidiary Company for the purchase of machinery and equipment ) )
of cephlosporin manufacturing plant. The mark-up is payable quarterly at the rate of 3 months KIBOR plus 1.5% per Security deposits 5%-10% 5%-10%

annum on the outstanding amount. The tenure of loan is 5 years and principle amount is repayable in equal quarterly
installments after lapse of grace period of oneyear.

Thisloanhasbeensecured against:
- first parri passu charge over plant and machinery tobeimported by PCL;

- land and building owned by PCL located at 517 Sunder Industrial Estate Raiwind Road, Lahore measuring 3,377.15
square meters;and

-personal guarantee by the Director of PCL.

ANNUAL REPORT
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HNL has entered into finance lease arrangements with various financial institutions for lease vehicles as shown in note
17.1. Theliabilitiesunder these arrangements are payable in monthly installments and above mentioned mark-up rates
areused asdiscountingfactorto determine the presentvalue of minimum lease payments.

All lease agreements carry renewal option at the end of lease period and HNL intends to exercise its option to purchase
the leased assets upon completion of the respective lease terms. Residual value of the leased assets has already been
paid at the inception of the lease in the form of security deposit. There are no financial restrictions imposed by lessor.
Taxes, repairs, replacements and insurance costs are borne by the lessee.
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2016 2015 2016 2015
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Note Rupees — ~ Rupees ... Note  Rupees  Rupees
10. LONGTERMADVANCES 11.3 Gratuity
Balanceat31December 33,725,719 23,282,115 The netvalue of un-funded defined benefit obligation as
Less: Current portion 15 6,476,840 3,014,793 atvaluation date was asfollows:
27,248,879 20,267,322 Presentvalue of defined benefit obligation 11.3.1 293,352,116 256,124,870
These represent advances taken from employees against future sale of vehicles as per HNL policy. Benefitsdue butnotpaid 7,555,808 288,000
Netliability as at31 December 300,907,924 256,412,870

11. DEFERREDLIABILITIES
11.3.1 Thefollowingis movementinthenet

Deferred Tax- net 11.1&11.2 12,012,332 37,313,726
Gratuity 113 300,907,924 256,412,870 recognizedliability for gratuity:
312,920,256 293,726,596 Liabilityasat01 January 256,124,870 216,774,395
Amountrecognized duringtheyear 11.3.2 42,308,358 40,445,067

111 Deferredtax-net Remeasurementadjustmentsrecognized

Deferred tax liabilities on taxable temporary differences: duringthe year 14,019,989 27,758,209

Surplusonrevaluation of assets 7 23,356,055 25,934,299 Benefits due butnot paid (7,555,808) (288,000)

Accelerated tax depreciation 53,905,039 57,613,408 Benefit payments made by the Company (11,545,293) (28,564,801)

Finance lease 3,856,166 6,196,486 Liability asat31 December 293,352,116 256,124,870
81,117,260 89,744,193

11.3.2 Thefollowingamounts have been chargedto

profitand loss accountduringtheyearinrespect

Deferred taxassetson deductible temporary differences: _
of gratuity scheme:

Provision fordoubtful debts (287,885) (287,698) .

Currentservice cost 19,500,233 17,680,918
Provision for gratuity (64,475,325) (52,142,769)

Interest cost 22,808,125 22,764,149
Provision for Stock (4,341,718) - -

Amountchargeableto Profitand Loss 42,308,358 40,445,067

(69,104,928) (52,430,467) 2016 |[ 2015 [ 2014 |[ 2013 |[ 2012 |

Net deferred tax liability 12,012,332 37,313,726 11.3.3  Historicalinformation for gratuity plan Rupees

Presentvalue of defined

benefitobligation 293,352,116 256,124,870 216,774,395 191,453,615 183,147,410

11.2  Deferred tax represents liability relating to taxable temporary differences of HNL. Since the Subsidiary Company :

. . . . . . . Remeasurement adjustment
isanewly established industrial undertaking and can avail tax credit upto 5 years from date of commencement of o o
commercial operations under section 65D of the Income Tax Ordinance, 2001, due to which no current tax liability arisingon plan liabilities 14,019,989 27,758,209 2,412,983 6,311,278 1,011,543

is foreseeable in near future and at current reporting dates. The deferred tax asset of Rs. 6,487,116 (31 December Remeasurementadjustmentas
2015: Rs.1,219,030) has not been recognized as a result of unused accumulated taxable losses of Rs. 20,926,182

. L s percentage of outstanding
(31 December2015:Rs.10,105,008) due to uncertainty regarding its recoverability.

liability 4.78% 10.84% 1.11% 3.30% 0.55%
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2016 2015
77777777777777777777777777777777777777777777777777777777777777777777 Rupees ~ Rupees
11.3.4 Estimated expensetobechargedto
Profitand Lossin2017:
Currentservice cost 21,175,211
Interest cost on defined benefit obligation 23,194,524
Amountchargeableto profitand loss 44,369,735

11.3.5 Sensitivityanalysis

Significant assumptions for the determination of the defined obligation are discount rate and expected
salary increase. The sensitivity analysis below have been determined based on reasonably possible
changes of the respective assumptions occurring at the end of the reporting period, while holding all

otherassumptions constant.

2016 2015
Note Rupees Rupees

S Discountrate+100bps 269145587 234,700,459
Discountrate-100bps 321,390,964 280,971,055
Salaryincrease+100bps 321,666,014 281,226,580
Salaryincrease-100bps 268,479,000 234,104,638

12. TRADEANDOTHERPAYABLES

Trade creditors 123,303,355 162,004,819
Bills payable 70,903,861 26,281,521
Accrued expenses 219,928,301 171,551,185
Advancesfrom customers 12.1 26,393,992 16,189,389
Payable to Provident Fund Trust 4,130,226 3,638,987
Unclaimed dividends 28,767,015 17,198,970
Workers' Profit Participation Fund 12.2 2,706,681 89,752
Payable to Central Research Fund 7,902,484 6,764,249
Taxes deducted atsource 9,734,433 6,370,996
Payable to EmployeesWelfare Trust 361,497 341,182
494,131,845 410,431,050

12.1  Thisincludes abalance amountingto Rs. 2,083,998 (2015: Rs. 941,229) due to Route 2 Health (Private) Limited, a

related party.
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2016 2015
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Note Rupees —  Rupees
12.2  Workers' Profit Participation Fund
Balance atthe beginning of the year 89,752 800,353
Add: Provision fortheyear 32 41,441,924 35,089,751
41,531,676 35,890,104
Add: Interest on funds utilized by the Company 34 8,010 164,291
41,539,686 36,054,395
Less: Paid duringtheyeartothefund 38,833,005 35,964,643
2,706,681 89,752
Mark-up @ 56.26% (2015: 33.75%) per annum is provided on unpaid balance of the fund in accordance with the
rules of the Fund.
2016 2015
Note Rupees Rupees
13, MARKUPPAYABLE
Markup payable on runningfinance facility 18,622 52,522
Markup payableonlongtermloan 130,062 -
148,684 52,522
14. SHORTTERM BORROWINGS

Shortterm borrowings

14.1

14.2

14.3

Shorttermrunningfinances are availed from various commercial banks against aggregate sanctioned limit of Rs.
605 million (2015: Rs. 660 million). These facilities carry mark-up at rates ranging from one month KIBOR to six
months KIBOR plus 100 to 150 basis points (2015: one month KIBOR to six months KIBOR plus 100 to 150 basis
points) per annum. These facilities along with import credit facility are secured by way of first pari passu charge
for Rs. 782 million (2015: Rs. 782 million) on fixed assets and first joint pari passu hypothecation charge of Rs. 657
million (2015: Rs. 693 million) on stocks including but not limited to raw materials, goods in process and finished
goods of the Holding Company. Lease finance facility is also availed amounting to Rs 50 million.

Out of total borrowing facility, an amount of Rs. 50,000,000 (2015: Rs. 50,000,000) represents Export Refinance
Facility obtained from a commercial bank under SBP regulations at a subsidized mark up rate of 5.75% (2015: 7%)
perannum.

The Holding Company also has aggregate sanctioned import credit facilities negotiated with various commercial
banks amounting to Rs. 900 million (2015: Rs. 950 million). These facilities carry mark-up at rates ranging from
one month KIBOR to six months KIBOR plus 125 to 150 basis points (2015: one month KIBOR to six months KIBOR
plus 125to 150 basis points) per annum. These available facilities are secured by way of joint pari passu, ranking
hypothecation charge over present and future current assets of the Holding Company and lien on export
documentsorfirm contracts and have various maturity dates.
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2016 2015 2016 2015
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Note Rupees — Rupees ... ...  Note  Rupees  Rupees
15. CURRENTPORTIONOF LONGTERM LIABILITIES 17. PROPERTY,PLANTAND EQUIPMENT
Liabilities against assets subject tofinance lease 9 20,628,087 22,187,654 Operating assets (owned) 17.1 725,649,060 758,867,687
Longterm advances 10 6,476,840 3,014,793 Operatingassets (leased) 17.1 51,401,091 55,747,159
27,104,927 25,202,447 Capitalwork-in-progress 17.2 177,551,942 18,035,687
954,602,093 832,650,533

16. CONTINGENCIESAND COMMITMENTS

16.1 Contingencies

- While amending income tax assessment of the Holding Company for the tax year 2012, the Deputy
Commissioner Inland Revenue disallowed tax credits with aggregate tax impact of Rs. 759,331. The
Company hadfiled an appeal before Commissioner Inland Revenue (Appeals) who has set aside the case and
remanded back to the Additional Commissioner Inland Revenue for re-adjudication. No provision has been
made by the Holding Company, asthe management expects afavorable outcome.

- While finalizing income tax assessments of the Holding Company for the tax year 2010, Additional
Commissioner Inland Revenue (ACIR) had made certain add backs with aggregate tax impact of Rs.
11,476,962. The Holding Company had filed an appeal before Commission Inland Revenue (Appeals) who
had uphled the additions made by assessing officer. Being aggrieved, the Holding Company had filed an
appeal before Income Tax Appellate Tribunal (ITAT), who deleted the aforesaid additions. However, the ACIR
has preferred an appeal before honorable High Court against the said judgment of ITAT. The case is pending
adjudication before Honorable High Court. No provision has been made by the Holding Company, as the
management expects a favorable outcome of such appeal.

- Bank guarantees issued on behalf of the Holding Company aggregate to Rs. 3.37million (2015: Rs 4.620
million).

- Facilities of letters of guarantee amounting to Rs. 10 million (2015: Rs. 10 million) are available to the Holding
Company under hypothecation/pledge of stocks and on present and future current assets and property,
plantand equipment of the Holding Company.

2016 2015
Rupees Rupees
***** 162 Commitments

Commitmentsagainstirrevocable letters of creditinclude:
Raw materials 137,935,968 108,340,480
Packing materials 14,018,692 47,416,348
Finished Goods 13,075,056 -
Plantand machinery 902,781 16,962,657
Civilworks - 6,405,000

165,932,497 179,124,485

Rentalsunderijarah agreements:

Not laterthanoneyear 30,755,447 22,999,174
Laterthanoneyearbutnotlaterthanfiveyears 22,086,957 33,890,465
52,842,404 56,889,639
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HIGHNOON LABORATORIES LIMITED

17.1  Operatingassetsowned and leased

ion of the carryingamounts atthe beginningand end of the yearis as follows:

HIGHNOON LABORATORIES LIMITED

Year ended 31 December 2016
A Assets
Operating fixed assets - Owned . Total
| subject to operating
S E : i ; )
Land - Buildingon | b3t and | Laboratory | Furniture ectric Office ) Library | Neon | Armsand Total operating|  finance fixed assets
freehold . . X and gas ; Vehicles . " fixed assets lease
freehold machinery | equipment | and fixtures . equipment books sign  lammunition
land appliances - owned
Rupees
At01January2016
Cost/revalued amount 188,440,000 351,452,962 719,996,511 31,524,526 25,901,336 29,041,369 54,401,526 137,005,202 52,806 204,990 166,100 1,538,187,328 81,751,486 1,619,938,814
Accumulated depreciation - 197,879,093 442,745,171 12,648,990 11,975,491 18,305,144 39,305,381 56,164,917 50,294 126,935 118,225 779,319,641 26,004,327 805,323,968
Netbookvalue 188,440,000 153,573,869 277,251,340 18,875,536 13,925,845 10,736,225 15,096,145 80,840,285 2,512 78,055 47,875 758,867,687 55,747,159 814,614,846
Movementduringtheyear
Openingnetbookvalue 188,440,000 153,573,869 277,251,340 18,875,536 13,925,845 10,736,225 15,096,145 80,840,285 2,512 78,055 47,875 758,867,687 55,747,159 814,614,846
Additions- cost - - 5,318,083 7,706,781 375,831 2,452,399 2,051,283 16,790,189 - - - 34,694,566 26,884,500 61,579,066
Transferfrom leasehold assets -
Cost - - - - - - - 37,110,000 - - - 37,110,000| (37,110,000) -
Accumulated Depreciation - - - - - - - 17,024,422 - - - 17,024,422 | (17,024,422) -
- - - - - - - 20,085,578 - - - 20,085,578  (20,085,578) -
Disposals
Cost - - 478,819 - - - 2,921,406 31,306,168 - - - 34,706,393 - 34,706,393
Accumulated Depreciation - - 299,607 - - - 2,309,694 16,216,935 - - - 18,826,236 - 18,826,236
- - 179,212 - - - 611,712 15,089,233 - - - 15,880,157 - 15,880,157
Adjustment
Cost - - - - - - - (1,256,506) - - - (1,256,506) 1,656,014 399,508
Accumulated Depreciation - - - - - - - 220,210 - - - 220,210 179,298 399,508
- - - - - - - (1,476,716) - - - (1,476,716) 1,476,716 -
Depreciation charge fortheyear - 15,357,387 27,305,612 2,793,765 1,423,041 1,235,401 3,940,992 18,572,855 251 7,806 4,788 70,641,898 12,621,706 83,263,604
Closing netbookvalue 188,440,000 138,216,482 255,084,599 23,788,552 12,878,635 11,953,223 12,594,724 82,577,248 2,261 70,249 43,087 725,649,060 51,401,091 777,050,151
At31December2016
=2
Cost/revalued amount 188,440,000 351,452,962 724,835,775 39,231,307 26,277,167 31,493,768 53,531,403 158,342,717 52,806 204,990 166,100 1,574,028,995 73,182,000 1,647,210,995 m <
o
Accumulated depreciation - 213,236,480 469,751,176 15,442,755 13,398,532 19,540,545 40,936,679 75,765,469 50,545 134,741 123,013 848,379,935 21,780,909 870,160,844 =
=)
=
Netbookvalue 188,440,000 138,216,482 255,084,599 23,788,552 12,878,635 11,953,223 12,594,724 82,577,248 2,261 70,249 43,087 725,649,060 51,401,091 777,050,151 =
Depreciation rates (%) - 10% 10% 10% 10% 10% 25% 20% 10% 10% 10% 20% .
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2016 2015
Note Rupees Rupees
17.1.4 Disposal of property, plant and equipment
17.1.1 Depreciationchargehasbeenallocated asunder: -
Description Cost Accumulated | Written Down Sales Proceeds | Gain/ (Loss) Mode of Sale
Depreciation Value
Costofsales 28 46,931,474 48,123,285 Vehicles sold to employees: Rupees
Distribution, selling and promotional expenses 29 16,216,663 16,263,004 Mohammad Nazir 573,500 379,841 193,659 381,780 188,121 Company Policy
M. Laig 504,000 385,091 118,909 118,909 - Company Policy
.. . Akber Shahid Jaffery 965,000 647,581 317,419 640,609 323,190 Company Policy
Administrative and general expenses 30 20,115,467 18,041,773 M. Kamran Sadiq 504,000 380,687 123313 123313 i Company Policy
M. Imdad Saeed 65,900 40,707 25,193 65,900 40,707 Company Policy
83,263,604 82,428,062 Zahid Ali 504,000 385,091 118,909 118,909 - Company Policy
M. Mehmood Memoon 504,000 385,091 118,909 118,909 - Company Policy
Imran Shehzad 530,000 409,589 120,411 360,144 239,733 Company Policy
M. Mutaneer Noor 591,000 399,358 191,642 393,001 201,359 Company Policy
17.1.2  The latest revaluation of land, building on freehold land and plant and machinery of HNL was carried Ahsan Bashir Chaudhry 623,000 369,946 253,054 448,767 195,713 Company Policy
. ) Abid Hussain 68,000 32,459 35,541 68,000 32,459 Company Policy
out on 31 December 2012 by M/S Surval which resulted in a surplus of Rs. 75,885,134 over the net Muhammad Usman Latif 68,000 34,345 33,655 68,000 34345 Company Policy
ca rryingvalue of assets. Rizwan Hamidi 567,000 357,255 209,745 410,000 200,255 Company Policy
2016 2015 Muhammad Sarfraz 68,000 33,474 34,526 68,000 33,474 Company Policy
Alam Zeb Khan 68,000 31,625 36,375 68,000 31,625 Company Policy
Rupees Rupees Khurram Bilal 1,949,500 1,066,143 883,357 1,450,000 566,643 Company Policy
. N Rehan Rehman 432,000 377,819 54,181 312,000 257,819 Company Policy
17.1.3  Hadtheassetsnotbeenrevalued, the carrying Attig ur Rehman 1,269,000 1,015,439 253,561 1,000,000 746,439 Company Policy
Umer Shahzad Khan 69,000 32,813 36,187 69,000 32,813 Company Policy
valueswould have been: Yasir Ilyas 69,000 33,537 35,463 69,000 33,537 Company Policy
Mohammad Asghar 98,000 47,214 50,786 98,000 47,214 Company Policy
Land -freehold 39,566,828 39,566,828 Abdul Qadir 69,900 33,366 36,534 69,500 32,966 Company Policy
Muhammad Noman Bhatti 69,900 23,952 45,948 69,900 23,952 Company Policy
o Nadir Ali 69,900 22,368 47,532 69,900 22,368 Company Policy
Buildi ngon freeholdland 115,153,253 127,348,059 Suleman Dawood 69,900 24,745 45,155 69,900 24,745 Company Policy
. Muhammad Zeeshan Awan 69,900 23,160 46,740 69,900 23,160 Company Policy
Plantand machinery (Owned) 193,781,209 209,136,462 Ahsan Shoukat 69,900 29,498 40,402 69,900 29,498 Company Policy
Fahad Jamil 663,000 257,244 405,756 550,536 144,780 Company Policy
348,501,290 376,651,349 Yousaf Ali 69,900 22,974 46,926 69,900 22,974 Company Policy
Syed Yasir Gallani 69,900 20,504 49,396 69,900 20,504 Company Policy
Sohail Raza 69,900 20,504 49,396 69,900 20,504 Company Policy
Muhammad Suleman Khan 69,900 22,927 46,973 69,900 22,927 Company Policy
Dolat Rae 69,900 18,578 51,322 69,900 18,578 Company Policy
Ghulam Sarwar 69,900 19,494 50,406 69,900 19,494 Company Policy
Humaira Siddique 1,049,000 418,901 630,099 845,726 215,627 Company Policy
Fahad Jamil 683,000 216,435 466,565 596,595 130,030 Company Policy
Nadeem Mehboob 636,048 185,514 450,534 522,829 72,295 Company Policy
Anees Ahmed 63,500 16,722 46,778 63,500 16,722 Company Policy
Muhammad Wagas Saeed 63,500 8,255 55,245 45,000 (10,245) Company Policy
Muhammad Ajmal 640,000 150,400 489,600 540,830 51,230 Company Policy
Liaquat Riaz 63,500 12,506 50,994 63,500 12,506 Company Policy
Adil Hassan 68,500 29,044 39,456 68,500 29,044 Company Policy
Faisal Naeem 652,000 339,040 312,960 496,059 183,099 Company Policy
Rizwan Ali 1,010,000 471,333 538,667 773,058 234,391 Company Policy
Aamir Zafar 1,844,500 942,744 901,756 967,338 65,582 Company Policy
Muhammad Fahad Rafique 658,000 278,056 379,944 545,000 165,056 Company Policy
Saba Asif 652,000 275,868 376,132 529,206 153,074 Company Policy
Shah Muhammad Nadeem 668,000 309,833 358,167 552,955 194,788 Company Policy
Muhammad Kashif Baig 1,034,000 493,563 540,437 847,728 307,291 Company Policy
Babar Baig 688,000 226,887 461,113 555,000 93,887 Company Policy
Agha Muhammad 683,000 200,347 482,653 562,542 79,889 Company Policy
Muhammad Ahsan 688,000 182,549 505,451 618,894 113,443 Company Policy
Sher Alam 63,500 1,058 62,442 63,500 1,058 Company Policy
Ammar Yasir 63,500 1,058 62,442 63,500 1,058 Company Policy
Sarfraz Ahmed 63,500 1,058 62,442 63,500 1,058 Company Policy
Muhammad Imran 63,500 1,058 62,442 63,500 1,058 Company Policy
Bilal Ahmed 63,500 1,058 62,442 63,500 1,058 Company Policy
Zubair Ahmed 63,500 1,058 62,442 63,500 1,058 Company Policy
Muhammad Kashif 63,500 1,058 62,442 63,500 1,058 Company Policy
Khurram Shahzad 63,500 1,058 62,442 63,500 1,058 Company Policy
Muhammad Haseeb Ahsan 68,500 32,990 35,510 68,500 32,990 Company Policy
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For The Year Ended 31 December 2016 For The Year Ended 31 December 2016
’ Description Cost é‘;%‘;g"cﬁ‘;iffg W”tb‘;?u?wn Sales Proceeds | Gain / (Loss) Mode of Sale 17.2.1 The Subsidiary Company has capitalised borrowing costs amounting to Rs. 130,062 (31 December 2015:
Vehicles sold to others: Rupees Nil) that are directly attributable to the acquisition, construction and production of a qualifying asset as
art of the cost of that asset. The rate used to determine the amount of borrowing cost eligible for
Mohibullah 65,900 41,157 24,743 59,269 34,526
ohibulla ) ) ) ) ) Negotiation [T . 0 NG
Bader Javed Butt 67,500 35244 32256 ” (32,256) Negotiation capitalization was 3 months kibor plus 1.5% (31 December 2015: Nil).
Muhammad Kashif Khan 529,000 361,435 167,565 167,565 - Negotiation
Syed Hamad Ali 774,000 576,737 197,263 500,000 302,737 Negotiation
Imran Azam 1,993,000 1,295,942 697,058 1,405,000 707,942 Negotiation 2016 2015
Nouman Gul 1,330,500 1,163,084 167,416 1,000,000 832,584 Negotiation
Farukh Nawaz 69,000 30,642 38,358 69,000 30,642 Negotiation | Rupees | Rupees
Jamil Khan 69,900 22,368 47,532 69,900 22,368 Negotiation N .
Umar Yaqub 69,900 20,504 49,396 69,900 20,504 Negotiation 17.2.2 Movementof CWIPis as follows:
Ibrar Ahmad 487,540 142,199 345,341 392,258 46,917 Negotiation .
Muhammad Sulman 502,632 146,601 356,031 405,404 49,373 Negotiation Openingbalanceasat01January 18,035,687 8,301,529
Qaiser Farooq 636,048 185,514 450,534 522,829 72,295 Negotiation
Mudassir Farooq 63,500 1,058 62,442 63,500 1,058 Negotiation Addition made duringthe year:
Zia ur Rehman 63,500 1,058 62,442 63,500 1,058 Negotiation
Furgan Ahmad 63,500 1,058 62,442 63,500 1,058 Negotiation P
Wagar Hussain Sial 63,500 1,058 62,442 63,500 1,058 Negotiation Civilwork 51,283,097 2’974’805
Muhammad Ali Raza 63,500 1,058 62,442 63,500 1,058 Negotiation .
Mastaneer Ishaq 63,500 1,058 62,442 63,500 1,058 Negotiation Plantand machinery-owned 100,747,483 11,050,789
Ashfaq Khan 63,500 1,058 62,442 63,500 1,058 Negotiation
Tajammul Hussain 63,500 1,058 62,442 63,500 1,058 Negotiation Furniture and fixture 798,900 -
Wasi Ullah 63,500 1,058 62,442 63,500 1,058 Negotiation
31,306,168 16,216,935 15,089,233 22,969,562 7,880,329 Laboratory Equipment 12.908.880 _
) b
Office Equi t .
e Faupmen Advancefor purchase of vehicles 4,295,829 9,667,423
Computer Server 1,200,000 1,070,374 129,626 - (129,626) Scrap
Lenovo ThinkPad 167,000 34,792 132,208 121,249 (10,959) Insurance claim 170,034,189 23,693,017
Dell Inspiron NoteBook 56,867 3,554 53,313 30,103 (23,210) Insurance claim
Assets with individual net book value Additions through acquisition of subsidiary company:
of less than Rs. 50,000 1,497,539 1,200,974 296,565 184,999 (111,566) Scrap/Insurance Claim
2,921,406 2,309,694 611,712 336,351 275,361 F
( ) Civilworks - 2,465,557
Plant and machiner .
/ Advancestosuppliers - 1,421,747
Diesel Generator 478,819 299,607 179,212 75,000 (104,212) Negotiation
- 3,887,304
2016 34,706,393 18,826,236 15,880,157 23,380,913 7,500,756
Capitalized duringtheyear:
2015 44,935,726 26,658,751 18,276,975 26,260,119 7,983,144
Civilworks - (1,409,598)
2016 2015 Plantand machinery-owned (3,443,173) (12,865,565)
Note Rupees Rupees
’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’ Laboratory Equipment (7,074,761) -
17.2 Capitalwork-in-progress (CWIP)
Vehicles-Leased - (3,571,000)
Civilwork 56,723,459 5,440,362
(10,517,934) (17,846,163)
Plantand machinery-owned 17.2.1 98,810,465 1,506,155
Closingbalance asat31 December 177,551,942 18,035,687
Laboratory equipments 5,834,119 -
Furniture and fixture 798,900 -
Advancesto suppliers 15,384,999 11,089,170
17.2.2 177,551,942 18,035,687
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2016 2015
Note Rupees Rupees
18. INTANGIBLEASSETS 19. GOODWILL
Goodwillon acquisition of subsidiary 19.1 834,230 834,230
2016
cost AMORTIZATION Book value 19.1 On 02 September 2015, the Holding Company acquired 80% of the shareholding of the Subsidiary Company for
Asat As at As at For the As at asat3l | Rate cash consideration. It was acquired to get a quick access to Cephalosporin drug market in order to diversify the
PARTICULARS | 01 January Additions Write off |31 December | 01 January car Write off |31 December| December % Group's prod uct range andthera peutic presence.
2016 2016 2016 y 2016 2016
The Group has elected to measure the non-controlling interest in the Subsidiary Company at non-controlling
Rupees interest's proportionate share of net identifiable assets at the date of acquisition. Goodwill worked out at the
Registration and dateofacquisitionis as follows:
trademark 154,434,175 - - 154,434,175 118,474,322 15,443,418 - 133,917,740 20,516,435 10 2015
Rupees
(Note18.1) B
Assetsacquired
Computer
software 11,305,681 - - 11,305,681 8,806,815 1,249,433 - 10,056,248 1,249,433 10-33 Property, plantand equipment 51,815,300
165,739,856 - - 165,739,856 127,281,137 16,692,851 - 143,973,988 21,765,868 Capitalworkin progress 3,887,304
Cashand cash equivalents 11,816
2015 55,714,420
cost AMORTIZATION Book value Liabilities assumed
As at As at As at As at asat31 Rate
PARTICULARS | 01January | Additions Write off |31 December| 01 January Foretaf:e Write off |31 December| December % Trade and other payables 115,730
2015 2015 2015 y 2015 2015 . .
Directors' loans 1,265,477
Rupees 1,381,207
Registration and
Totalidentifiable net assets atfairvalue 54,333,213
trademark 154,434,175 - - 154,434,175 103,030,904 15,443,418 - 118,474,322 35,959,853 10
(Note18.1)
Computer Purchase consideration transferredin cash 44,300,800
software 26,697,991 825356 16,217,666 11,305,681 14,590,266 1,230,784 7,014,235 8,806,815 2,498,866 10-33 Non-Controlling Interest at acquisition date 10,866,643
181,132,166 825356 16,217,666 165,739,856 117,621,170 16,674,202 7,014,235 127,281,137 38,458,719
132, , 217, 739, 621, 674, ,014, 1281, 1458, 55,167,443
Goodwill arisingon acquisition 834,230
18.1 Thisrepresentsregistration and trademarks of brands named as "Tres Orix Forte", "Skilax Drops" and "Blokium".
Net cash flow on acquisition of subsidiary company
2016 2015
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Note _ _ Rupees ~~ Rupees
182  Amortization charge hasbeen allocated asunder: Purchase consideration transferredin cash 44,300,800
Less: cash and cash equivalents of subsidiary company (11,816)
Costofsales 28 15,443,418 15,443,418 Net cash flow on acquisition of subsidiary company 44,288,984
Distribution, sellingand promotional expenses 29 1,249,433 1,230,784
16,692,851 16,674,202
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2016 2015
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Note ~ Rupees ~ Rupees
19.2 Acquisitionofadditionalinterestin ProcefLaboratories (Private) Limited 20.1 Provisionforslowmovingand obsoleteitems
In May 2016, the group acquired an additional 11.61% interest in the voting shares of Procef Laboratories Openingprovision 11,083,975 20,262,765
(Private) Limited, increasingits ownership interest to 100%. Cash consideration of Rs. 11,077,000 was paid to the
L . o . .. Ch forth 12,168,711 8,550,977
non- controlling shareholders. The carrying value of the net assets Procef Laboratories (Private) limited argetortheyear
excluding goodwill on the original acquisition) was Rs. 10,036,527 . Following is a schedule of additional interest Written offduringthe year (7,569,556) (17,729,767)
acquiredin Procef Laboratories (Private) Limited: Closing provision 15,683,130 11,083,975
2016 2015
__________________________________________________________ Note Rupees ~—~ ~ Rupees 21. TRADEDEBTS
Cash consideration paid to non- controllinginterest 11,077,000 . Secured - considered good 9.696.988 10.086.186
Carryingvalue of the additionalinterestin Unsecured:
ProcefLaboratories (Private) Limited (10,036,523) - .
Considered good 21.1 65,457,465 57,811,713
Difference recognized in unappropriated profits 1,040,477 _
Considered doubtful 1,039,897 1,039,897
Less: Provision against doubtful debts 1,039,897 1,039,897
20. STOCKINTRADE
Raw materials i i
In hand 445,923,601 373,148,639 75,154,453 67,897,899
Intransit 66,638,762 39,905,691
With third party 9,631,538 24,347,160 21.1 Thesecustomershave no history of default. For age analysis of these trade debts, refer to Note 38.
522,193,991 437,401,490 21.2  Thecarryingamountofthesetrade debts approximate their fairvalues.
Packing material 2016 2015
77777777777777777777777777777777777777777777777777777777777777777777 Rupees ~ Rupees
In hand 150,436,820 133,675,879 22 ADVANCES
Intransit 18,285,690 17,400,007 .
Advances- considered good
With third party 3,774,757 5,863,887
Staffagainst:
172,497,267 156,939,773
Expenses 15,994,237 15,275,335
Workin process 51,610,441 54,006,164 Salary 8,489,793 7,307,723
Suppliers 50,288,969 57,358,281
Finished goods 74,772,999 79,941,339
In hand 247,732,321 210,447,080
Intransit 14,286,853 12,613,672 23. TRADEDEPOSITSAND SHORT TERM PREPAYMENTS
262,019,174 223,060,752 Trade deposits 11,705,299 14,366,755
Less: Provision for slow moving and obsolete items 20.1 (15,683,130) (11,083,975) Short term prepayments 5,843,230 5,341,882
992,637,743 860,324,204 17.548 529 19.708.637
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24.  Theserepresentclaim receivablesfromvariousinsurance companies against vehiclesand equipments.

25. Theserepresentsalestax, Incometaxand excise duty recoverable.

COSTOFSALES

Raw and packing material consumed

2,096,247,729

1,739,018,266

Salaries, wages and benefits 28.1 297,902,233 292,601,550
2016 2015 Vehiclerunningand maintenance 20,323,723 21,588,374
Note Rupees Rupees
””””””””””””””””””””””””””””””””””””””””””””””””””””””””””””””” Fueland power 66,476,650 71,741,353
26. CASHAND BANKBALANCES
Stores consumed 20,934,432 19,889,551
Cashandimprest 2,158,712 2,025,466 Repairand maintenance 38,000,943 43,818,229
Balance with banks Insurance 5,761,382 5,135,028
Currentaccounts Rent, rates and taxes 4,696,877 4,232,696
“Local Currency 340,646,180 216,524,838 Fee and subscription 3,534,266 5,657,346
. Printing and stationery 3,790,751 5,244,034
-Foreign Currency 7,487,907 9,018,622
Telephone, postage and communication 1,019,412 2,407,458
D i . 4 .
epositaccounts 26.1 00,000,000 150,000,000 Traveling and conveyance 3,214,024 4,195,504
748,134,087 375,543,460 Trainings, seminarsand symposia 903,924 237,800
750,292,799 377,568,926 Consultancy and professional charges 287,000 1,821,956
Officesupplies 25,003,025 20,891,479
. ljarahrentals 7,487,731 4,187,079
26.1 Thesecarry profitattherate of 3.75%-6.5% (2015: 7.00%).
Depreciation 17.1.1 46,931,474 48,123,285
Amortization of intangible assets 18.2 15,443,418 15,443,418
27.  SALES-Net Otherdirect cost 1,562,410 1,554,541

Manufactured products:

Inventory effect of workin process

2,659,521,404

2,307,788,947

Local 4,810,258,592 3,962,317,029
Opening 54,006,164 55,356,113
Export 308,373,596 280,123,121
Closing (51,610,441) (54,006,164)
5,118,632,188 4,242,440,150
2,395,723 1,349,949
Purchased products-local 99,888,013 84,688,694 Costof goods manufactured 2,661,917,127 2,309,138,896
Third party 358,709,604 405,519,286 Inventory effect of finished goods
5,577,229,805 4,732,648,130 (excluding pu rchased products)
i 190,7 24
Less: Discount 491,581,564 315,785,622 Opening 90,760,8 140,089,826
Closing (225,020,552) (190,760,824)
Salestax 14,892,847 12,867,190 (34,259,728) (50,670,098)
506,474,411 328,652,812 Costof goods sold - manufactured products 2,627,657,399 2,258,467,898
5,070,755,394 4,403,995,318 Costofgoodssold - purchased products 65,077,963 54,334,099
2,692,735,362 2,312,801,997
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2016 2015 2016 2015
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Note ~ Rupees  Rupees ... Note  Rupees  Rupees
28.1 Thisincludesthefollowingstaff retirement benefits: 30. ADMINISTRATIVEAND GENERAL EXPENSES
Defined benefit plan - Gratuity 23,191,991 21,861,016 Salaries and benefits 30.1 160,546,179 153,927,488
Defined contribution plan - Provident Fund 7,219,527 6,512,745 Telephone, postage and communication 3,660,332 4,519,444
Provision for compensated leave absences 4,632,100 3,243,960 Rent, rates and taxes 6,588,429 5,588,697
35,043,618 31,617,721 Electricity, gasand water 1,041,241 730,382
Printingand stationery 5,628,491 5,112,739
29. DISTRIBUTION, SELLINGAND PROMOTIONAL EXPENSES Repairsand maintenance 3,360,282 5,319,259
Salaries and benefits 29.1 479,003,485 397,265,135 Vehicle runningand maintenance 20,663,744 22,954,387
Literature, promotion and advertisement material 175,945,949 187,888,612 Travelingand conveyance 9,989,187 10,505,637
Sample goods 43,005,177 60,026,358 Newspapers and subscriptions 1,932,336 3,007,156
Printing and stationery 3,063,167 2,962,780 Insurance 3,902,431 4,131,874
Travelingand conveyance 236,548,457 184,605,738 Auditors' remuneration 30.2 1,553,000 1,275,000
Telephone, postage and communication 6,081,260 6,754,886 Legal and professional 1,834,489 2,426,939
Insurance 11,696,990 9,033,836 Advertisement, seminars and symposia 1,313,505 274,250
Vehicle runningand maintenance 39,129,544 42,124,673 Donation 30.3 4,034,940 1,709,951
Donation 29.2 555,619 7,520,878 ljarahrentals 5,618,077 1,540,543
Freight 44,739,783 42,361,772 Depreciation 17.1.1 20,115,467 18,050,533
Legaland professionalcharges 305,978 1,795,115 Officesupplies 2,811,045 5,150,432
Training, seminars and symposia 152,337,413 104,836,586 Others 392,220 409,550
Newspapers and subscriptions 13,884,462 11,611,053 254,985,395 246,634,261
ljarah rentals 17,140,675 6,394,304
Depreciation 17.1.1 16,216,663 16,263,004 30.1 Itincludesthefollowingstaff retirement benefits:
Amortization of intangible assets 18.2 1,249,433 1,230,784 Defined benefitplan- Gratuity 11,731,295 10,547,137
Commissiononsales 36,006,327 39,141,472 Defined contribution plan - Provident Fund 4,879,645 4,150,185
Officesupplies 1,833,348 1,421,114 Provision for compensated leave absences 2,480,138 2,097,324
Others 261,005 2,723,064 19,091,078 16,794,646
1,279,004,735 1,125,961,164
30.2 Auditors' remuneration
29.1 Thisincludesfollowingstaff retirement benefits: Statutory audit 1,098,000 875,000
Defined benefit plan - Gratuity 7,385,072 8,036,914 Feeforreview of halfyearly financialinformation 290,000 265,000
Defined contribution plan - Provident Fund 8,858,155 7,546,920 Other certifications 90,000 60,000
Provision for compensated leave absences 7,516,073 5,139,216 Outof pocket 75,000 75,000
23,759,300 20,723,050 1,553,000 1,275,000
29.2. Noneofthedirectorsortheirspouses have anyinterestinthe donees. 30.3  NoneoftheDirectorsortheirspouses have anyinterestin the donee's fund.
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2016 2015 2016 2015

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Note Rupees — Rupees ... ...  Note  Rupees  Rupees

31. RESEARCHAND DEVELOPMENTEXPENSES 34. FINANCECOSTS
Salaries and benefits 31.1 2,691,038 2,539,214 Mark-up on shortterm borrowings 143,416 428,345
Traveling 265,530 45,024 Finance coston liability against assets subject tofinance lease 3,491,658 5,363,314
Insurance 53,816 111,030 Intereston Workers' Profit Participation Fund 12.2 8,010 164,291
Vehicle repairand maintenance 251,128 194,461 Bankcharges 2,442,791 2,807,882
Printingand stationery 57,826 57,271 6,085,875 8,763,832
Officesupplies 24,670 8,708
Training, seminars and symposia 247,402 - 35. TAXATION
Others 61,147 85,110 Current:

3,652,557 3,040,818 Fortheyear 253,710,317 226,758,535
Prioryear 22,616,105 -
31.1 Itincludesthefollowingstaffretirement benefits: 276,326,422 226,758,535
Defined contribution plan - Provident Fund 112,605 102,346 Deferred:
Provision for compensated leave absences - 36,000 Relatingto origination and reversal of temporary differences (21,427,018) (1,495,129)
112,605 138,346 Relatingto changesintaxrate - (2,580,302)
(21,427,018) (4,075,431)

32. OTHEROPERATING EXPENSES 254,899,404 222,683,104
Workers' Profit Participation Fund 12.2 41,441,924 35,089,751
Exchange loss- net 6.776.979 7.652,186 35.1 The current and deferred tax‘ charge as a‘bove rele?tes to the Holding C‘ompany f)nly. Since t‘he Subsidiary

Company has not yet started its commercial operation and can also avail tax credit under section 65D of the
Workers' Welfare Fund 17,458,386 14,342,582 Income Tax Ordinance, 2001 upto 5 years from date of commercial production, due to which no current tax
Central Research Fund 7,872,713 6,734,479 liability arises at reporting dates or in forseeable future and deferred tax asset of the Subsidiary Company has
alsonotbeenrecognised asmentionedinnote11.2.
Intangible assets written off - 9,203,431
73,550,002 73,022,429 35.2 Reconciliation oftaxcharge fortheyear
Numericalreconciliation between the average effective taxrate and the applicable taxrateis as follows:

33. OTHER INCOME 2016 2015
Incomefromfinancialassets Applicabletaxrate 31.00% 32.00%
Returnondeposit 6,775,778 7,108,988 Tax effect of amounts that are notdeductible for
Income from non-financial assets tax purposes 0.18% 0.51%
Gainondisposal of property, plantand equipment 17.1.4 7,500,756 7,983,144 Tax effect of prioryear 2.90% _
Scrapsales 4,074,115 4,791,944 Tax effect of tax creditand tax rebate -0.50% -
Others 1,063,308 9,952,645 Tax effect of applicablility of lower rate on temporary differences 0.00% -0.39%

19,413,957 29,836,721 Tax effectunder presumptive tax regime and others -0.91% 1.44%

1.67% 1.56%

Average effective taxratecharged onincome 32.67% 33.56%
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Notes to the Consolidated Financial Statements
For The Year Ended 31 December 2016

EARNINGS PER SHARE - BASICAND DILUTED

Thereisnodilutive effect on the basic earnings per share of the group whichisbased on:

Profit aftertaxation Rupees 525,256,021 440,924,434
Restated
Weighted average numberof ordinary shares Numberofshares 22,805,640 22,805,640
Restated
Earnings pershare Rupees 23.03 19.33

36.1

The weighted average number of ordinary shares of 2015 have been restated due to issuance of 2,443,461 bonus
sharesbythe Holding Companyin 2016inaccordance with the requirement of IAS 33.

37. REMUNERATION OF CHIEF EXECUTIVE,DIRECTORSAND EXECUTIVES
31 December 2016 31 December 2015
Chle.f Directors Executives Chlef Directors Executives
Executive Executive
Rupees
Managerial remuneration 6,418,800 22,544,400 147,300,463 5,594,800 18,434,352 123,204,895
House allowance 2,567,520 792,303 53,643,305 2,237,920 1,200,000 44,485,078
Provident fund 534,836 879,148 9,947,777 466,197 799,176 8,593,765
Gratuity 565,784 5,619,453 21,876,397 539,636 5,371,224 17,946,068
Bonus 1,496,000 1,407,997 18,022,286 700,000 799,996 16,666,113
Utilities 641,880 1,593,731 13,410,826 559,480 2,034,045 11,121,270
Medical - 1,128,002 3,435,246 86,584 2,574,387 2,564,232
12,224,820 33,965,034 267,636,300 10,184,617 31,213,180 224,581,421

Number of persons 1 3 105 1 3 90
37.1 The Chief Executive, Executive Directors and 42 executives (2015: 40) have been provided with Company

maintained cars while 61 executives (2015: 42) have been provided with cars under self-finance scheme with

limited fueland maintenancefacility.
37.2  No meeting fees have been paid during the year to an independent, non-executive director for attending Board

meetings.
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Notes to the Consolidated Financial Statements
For The Year Ended 31 December 2016

FINANCIALRISK MANAGEMENT

38.

38.1

Financialrisk factors

The Group's financial liabilities comprise long term financing, liabilities against assets subject to finance lease,
short term borrowings and trade and other payables. The main purpose of these financial liabilities is to raise
finances for Company's operations. The Company has trade debts, short term borrowings and advances, other
receivables and cash and short term deposits that arrive directly fromits operations.

The Group's activities expose it to a variety of financial risks: market risk (including currency risk and interest rate
risk), credit risk and liquidity risk. The Company's overall risk management programme focuses on the
unpredictability of financial markets and seeks to minimize potential adverse effects on the financial
performance.

Risk management is carried out by the Board of Directors (the Board), Audit Committee and Chief Financial
Officer (CFO). The Board provides principles for overall risk management, as well as policies covering specific
areassuch ascurrencyrisk, interest raterisk, credit risk and liquidity risk.

(a) Market risk
(i) Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange rates. Currency risk arises mainly from future
commercial transactions or receivables and payables that exist due to transactions in foreign
currencies.

The following analysis demonstrates the sensitivity to a reasonably possible change in US$ and
Euroexchangerates, with all othervariables held constant, of the Company's profit before tax.

Rupees per US Dollar
Reporting date rate 104.40 104.70

Changesin US Effects on Profit

$ Rate Before Tax
Rupees
+10% (2,423,573)
2016
-10% 2,423,573
+10% 1,163,416
2015
-10% (1,163,416)
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For The Year Ended 31 December 2016

Rupees per Euro
Reporting date rate

109.46

121.74

Changesin EUR

Effects on Profit

Notes to the Consolidated Financial Statements
For The Year Ended 31 December 2016

Cash flow sensitivity analysis forvariable rateinstruments

The following analysis demonstrates the sensitivity to a reasonably possible change in interest
rates, with all other variables held constant, of the Group's profit before tax. This analysis is
prepared assuming the amounts of floating rate instruments outstanding at balance sheet dates

€ Rate Before Tax
Rupees
+10% (2,316,174)
2016
-10% 2,316,174
+10% 371,660
2015
-10% (371,660)

(ii)

Interestraterisk

This represents the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changesin marketinterest rates.

The Group has no significant long-term interest-bearing assets. The Group'sinterest rate risk arises
from long term financing, short term borrowings and liabilities against assets subject to finance
lease. Borrowings obtained at variable rates expose the Group to cash flow interest rate risk.
Borrowings obtained at fixed rate expose the Group tofairvalueinterest raterisk.

At the balance sheet date the interest rate profile of the Group's interest bearing financial

wereoutstandingforthe wholeyear.

Longtermloan

Changesin Effects on Profit
Interest Rate Before Tax
Rupees

+1.50 (1,425,000)
2016

-1.50 1,425,000
2015 - -

Liabilities against assets subjecttofinance lease

+1.50 (562,078)
2016

-1.50 562,078

+1.50 (500,245)
2015

-1.50 500,245

Creditrisk

Credit risk represents the risk that one party to a financial instrument will cause a financial loss for the

other party by failing to discharge an obligation. The carrying amount of financial assets represents the
maximum creditexposure. The maximum exposure to creditrisk at the reporting date was as follows:

instruments was:
2016 2015
Rupees Rupees
Floatingrateinstruments
Financialliabilities
Longtermloan 95,000,000 -
Liabilities against assets subjectto finance lease 37,471,868 33,349,682
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Shortterm borrowings - -

Fairvalue 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 changeininterestrate at the balance sheet date would not affect profitor
loss of the Group.

HIGHNOON LABORATORIES LIMITED

HIGHNOON LABORATORIES LIMITED

2016 2015
e Rupees | Rupees

Tradedebts 75,154,453 67,897,899
Advances-Salaries 8,489,793 7,307,723
Tradedeposits 23,816,912 24,946,919
Profitaccrued 1,235,074 585,610
Otherreceivables 3,341,447 2,549,011
Bankbalances 748,134,087 375,543,460

860,171,766 478,830,622
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Trade Debts

Credit risk related to trade debts is managed by established procedures and controls relating to
customers credit risk management. Outstanding receivables are regularly monitored and shipments to
foreign customers are covered by letters of credit.

The maximum creditrisk exposure at reporting date is carrying value of financial assets stated above.

At 31 December 2016, the Holding Company has 15 (2015:13) customers who owed the Company more
than Rupees 1.00 million each and accounted for approximately 78% (2015:59%) of all receivables owing.

The Group's exposureto credit risk related to trade debtsis disclosed below:

2016 2015
e Rupees | Rupees
Neither pastdue norimpaired 3,452,393 3,119,046
Pastduebutnotimpaired
Pastdue 1-30days 38,830,584 35,081,288
Pastdue 31-60days 5,014,587 4,530,402
Pastdue 61-90days 10,771,321 9,731,294
Over90days 17,085,568 15,435,867
71,702,060 64,778,851

Pastdueandimpaired
Pastdue 1-30days - -
Pastdue31-60days - -
Pastdue 61-90days - -
Over90days 1,039,897 1,039,897

1,039,897 1,039,897
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Due to the Group's long standing business relationships with these counterparties and after giving due
consideration totheirstrongfinancial standing, management does not expect non-performance by these
counter partieson theirobligations to the Group. Accordingly the credit riskis minimal.

The credit quality of financial assets that are neither past due nor impaired can be assessed by reference
to external credit ratings (If available) or to historical information about counterparty default rate. The
table below shows the bank balances held with some major counterparties at the balance sheet date:

HIGHNOON LABORATORIES LIMITED

Notes to the Consolidated Financial Statements
For The Year Ended 31 December 2016

Rating 2016 2015
Short | Long Agency Rupees Rupees
term | term
Banks
National Bank of Pakistan A-1+  AAA JCR-VIS 3,714,818 182,707
United Bank Limited A-1+  AA+ JCR-VIS 18,086,996 15,124,764
Faysal Bank Limited Al+ AA JCR-VIS 14,092 14,092
Habib Bank Limited Al+  AA+ JCR-VIS 576,112,152 355,777,572
Allied Bank Limited Al+ AA PACRA 670,293 718,460
JS Bank Limited Al A+ PACRA 71,440,732 1,400,844
Bank Al Habib Limited Al+  AA+ PACRA 1,236,184 507,993
Meezan Bank Limited A-1+ AA JCR-VIS 1,505,313 469,957
Askari Bank Ltd A-1+ AA JCR-VIS 2,266,014 11,352
Mobilink MicroFinance Bank Ltd A-1+ AA JCR-VIS 927,522 -
Bank Islami Pakistan Al A+ PACRA - 10,000
Standard Chartered Bank (Pakistan) Limited Al+  AAA PACRA 72,159,971 1,325,719
748,134,087 375,543,460
(c) Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with
financialliabilities.

The Group's approach to managing liquidity is to ensure, as far as possible, that it will always have
sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions, without
incurring unacceptable losses or risking damage to the Group's reputation. The Company has positive
working capital position attheyearend. Therefore,management believes the liquidity risk to be low.

The table below analysis the Group's financial liabilities into relevant maturity groupings based on the
remaining period at the balance sheet to the contractual maturity date. The amounts disclosed in the
tablearethe contractualundiscounted cash flows.
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Notes to the Consolidated Financial Statements

For The Year Ended 31 December 2016

38.3 Financialinstruments by categories

2016
Cash and cash Loans and
equivalents advances Total
---------------------- Rupees----------------------
Assets as perbalance sheet

Longterm deposits - 12,111,613 12,111,613
Advances - 8,489,793 8,489,793
Tradedebts - 75,154,453 75,154,453
Tradedeposits - 11,705,299 11,705,299
Profitaccrued - 1,235,074 1,235,074
Otherreceivables - 3,341,447 3,341,447
Cashandbankbalances 750,292,799 - 750,292,799
750,292,799 112,037,679 862,330,478

Carrying | Contractual | Lessthan 6to12 1to2 2to5
amount cash flows 6 months months years years
Rupees

31 December 2016

Long term loan 95,000,000 115,933,510 1,915,021 3,629,417 58,809,698 51,579,374

Liabilities against

assets subject to

finance lease 37,471,868 40,484,174 9,519,737 13,201,967 10,069,627 7,692,843

Trade and other

payables 447,394,255 447,394,255 447,394,255 - - -

Mark up payable 148,684 148,684 148,684 - - -

580,014,807 603,960,623 458,977,697 16,831,384 68,879,325 59,272,217
Carrying | Contractual | Lessthan 6to12 1to2 2to5
amount cash flows 6 months months years years
Rupees

31 December 2015

Liabilities against

assets subject to

finance lease 33,349,682 36,007,570 9,519,737 14,803,063 10,069,627 1,615,143

Trade and other

payables 377,036,495 377,036,495 377,036,495 - - -

Mark up payable 52,522 52,522 52,522 - - -

410,438,699 413,096,587 386,608,754 14,803,063 10,069,627 1,615,143

The contractual cash flows relating to the above financial liabilities have been determined on the basis of
markup rates effective as at 31 December 2016 and 2015 respectively. The rates of mark up have been
disclosedinrespective notestothe financial statements.

38.2 Fairvaluesoffinancial assets and liabilities

The carrying values of all financial assets and liabilities reflected in financial statements approximate
their fair values. Fair value is determined on the basis of objective evidence at each reporting date.
Accordingly, detailed disclosure with reference to fair value has not been given in the financial

statements.

HIGHNOON LABORATORIES LIMITED

Financial Liabilities

at amortized cost

Rupees

Liabilitiesas perbalance sheet
Longtermloan 95,000,000
Liabilities against assets subjecttofinance lease 37,471,868
Markup accrued onsecured loans 148,684
Tradeand otherpayables 447,394,255
580,014,807
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2016 2015
77777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777 Rupees ~ Rupees
38.3 Financialinstruments by categories Debt (Seenote8,13and 14) 132,620,552 33,402,204
2015 Equity 1,591,485,884 1,222,933,371
Cash and cash Loans and Total Total equity and debt 1,724,106,436 1,256,335,575
equivalents
q advances Gearingratio 8:92 2:97
Rupees
Assets as perbalance sheet
Longterm deposits - 10,580,164 10,580,164 39. RELATEDPARTYTRANSACTIONS
Advances - 7,307,723 7,307,723 The related parties and associated undertakings comprises subsidiary company, associated companies, staff
Trade debts ) 67,897,899 67,897,899 retirement funds, directors ar.1d key n"!anagement pgrsonnel. Balanc?s of related partlfes and. remuneratlon'of key
) management personnel are disclosed in the respective notes. Other significant transactions with related parties not
Trade deposits - 14,366,755 14,366,755 disclosed elsewhere are as follows:
Profitaccrued - 585,610 585,610
2016 2015
Otherreceivables - 2,549,011 2,549,011 Rupees Rupees
Cashand bankbalances 377,568,926 - 377,568,926 | 391 Salesof g’o’o’d’s’_r}ét ’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’
377,568,926 103,287,162 480,856,088 Associated undertaking 300,016,829 23,940,183
2015 39.2 Purchases-net
Financial Liabilities Associated undertaking 156,731,096 84,979,723
at amortized cost
Rupees 39.3 Contributiontoemployees' benefits fund:
Liabilities as perbalance sheet Contribution to Staff Provident Fund 21,069,932 18,312,196
Liabilities against assets subjecttofinancelease 33,349,682 Contribution to Employees' Welfare Trust 2,096,869 2,126,207
Markup accrued onsecured loans 52,522
Shorttermborrowings - 39.4 Related partytransation of subsidiary:
Tradeand other payables 377,036,495 Issue of shares to Non controlinginterest of subsidiary - 800
410,438,699 Repayment of interest free loans to directors of subsidiary - 1,265,477
Purchase of shares from Non-controling interest of subsidary 11,070,000 -
38.4 Capitalriskmanagement
The Group's objectives when managing capital are to safeguard the Group's ability to continue as a going
concerninorderto provide return for shareholders and benefits for other stakeholders and to maintain healthier
capital ratios in order to support its business and maximize shareholders value. The Group manages its capital
structure and makes adjustments toit, in the light of changes in economic conditions. To maintain or adjust the
capital structure, the Group may adjust dividend payments to the shareholders, return on capital to
shareholdersorissue new shares.
No changes were made in the objectives, policies or processes from the previous year. The Group monitors
capital using gearing ratio, which is debt divided by equity plus net debt. Debt represent long-term financing
(including current portion) plus liabilities against assets subject to finance lease and short term borrowings
obtained by the Group as referred to in note 8, 13 and note 14. Total capital employed includes 'total equity' as
showninthebalancesheet plusdebt. The Group's strategy, which was unchanged from last year, was to maintain
optimal capital structure in order to minimize cost of capital.
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40. PROVIDENTFUNDTRUST The Finance Act, 2015 introduced a tax on every public company at the rate of 10% of such undistributed reserves which
exceeds the amount of its paid up capital. However, this tax shall not be applied in case of a public company which
distributes profit equal to either 40% of its tax profits or 50% of its paid up capital, whichever is less, within six months
fromtheend of theyear.

HNL has maintained an employee provident fund trust and investments out of provident fund are in the process of
regularisation in accordance with the provisions of section 227 of the Companies Ordinance 1984, and the rules
formulated for this purpose. The salientinformation of the fund is as follows:

Based on the fact the Board of Directors of the Holding Company has proposed 85% dividend for the year ended 31
December 2016, which exceeds the above prescribed minimum dividend requirement, the Holding Company believes
thatitwould not eventually be liable to pay tax onits undistributed reserves as at 31 December2016.

2016 2015
Note Rupees % Rupees %
”””””””””””””””””””””””””””””””””””””””””””””””” 43. PLANT CAPACITYAND PRODUCTION
Size ofthefund 236,931,084 211,413,462 . . , . . . . .
The capacity and production of the Group's plants are indeterminable as these are multi-product plants involving
Costofinvestments made 119,951,373 99,951,373 Varying processes of manufacture.
Percentage ofinvestments made 95% 99%
Fairvalue ofinvestment 40.1 223,912,450 208,612,141 44. DATEOFAUTHORIZATION OF ISSUE
The Board of Directors of the Holding Company authorized the financial statements forissuance on 16th March 2017.
40.1 Breakupofinvestments
Investmentin shares (Listed Securities) 60,134,144 27% 48,441,355 23%
Term Deposits - - 21,766,791 10%
Term Finance Certificates - - 5,000,000 2%
Special Saving Certificates 49,098,096 22% 84,987,128 42%
Mutual Funds 114,680,210 51% 48,416,867 23%
223,912,450 100% 208,612,141 100%

40.2  Thefiguresof2016 are based on un-audited financial statements.

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 2016 Ll
41. NUMBEROFEMPLOYEES

Numberof employees at the end of the year 1,420 1,152

Average number of employeesduring theyear 1,286 1,081

42. EVENTSAFTERTHEREPORTINGDATE

The Board of Directors of the Holding Company in its meeting held on 16th March 2017 has proposed cash dividend at
the rate of Rs. 8.50 (2015: Rs. 7.50) per share and 12% bonus shares for the year ended 31 December 2016, (2015: 12%)

subject to the approval of shareholders in the Annual General Meeting to be held on 27th April 2017. These financial Dr. Adeel Abbas Anees Ahmad Khan
statements do notreflect these appropriations. Chief Executive Officer Director
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Form of Proxy FOLIO NO./

CDCA/CNO
I/We
of District being a
member of HIGHNOON LABORATORIES LIMITED and
holder of ordinary shares, entitled to vote hereby appoint
Mr. of or failing him

Mr. of

as my/our proxy to attend and vote on my/our behalf at the Annual General Meeting of the Company to be held
at REGISTERED OFFICE, 17.5 K.M. MULTAN ROAD, LAHORE on APRIL 27,2017 at 10.30 a.m. and at any
adjournment thereof.

As witness under my/our hand(s) this day of 2017.

Witness:

(Member's Signature)

01

Affix Revenue
02 Stamp of Rs.5/-
Date:
Place:
Note:

1. This Form of Proxy duly completed in all respects, in order to be effective, must be submitted, at the Company's
Registered Office at 17.5 K.M., Multan Road, Lahore not less than 48 hours before the time of holding the meeting. A
Proxy must be a member of the Company. Signature should agree with the specimen registered with the Company.

2. The Proxy Form should be signed by two witnesses, mentioning their name address and CNIC number. Attested copy of
the CNIC or the passport of beneficial owner and the proxy shall be furnished with the Proxy Form. Proxy shall produce
his original CNIC or passport at the time of the meeting.

3. Incase of corporate entity, the board of directors' resolution / power of attorney with specimen signature shall be
submitted along-with proxy to the Company.




AFFIX
CORRECT
POSTAGE

———

The Company Secretary

HIGHNOON LABORATORIES LIMITED
17.5 Kilometer, Multan Road,

Lahore - 53700, Pakistan
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