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COST OF SALES

Raw and packing material consumed:
Opening stock

Purchases

Closingtock

Stores and spares consumed

Salaries, wages and benefits

Rent, rates and taxes

Insurance

Fuel and power

Repairs and maintenance

Traveliing and vehicle running expenseas
Communication and stationery
Depreciation

General expenses

Opening stock of work-in-process
Closing stock of work-in-process
Cost of goods manufactured
Opening stock of finished goods
Finished goods purchased during the year

stan Limited

Note

221

4.2

Cost of samples shown under selling and distribution expenses

Closing stock of finished goods

-~
o Otsuka

2016 2015
-----Rupees in '000-----
164,953 261,070
448,635 506,248
(173,209) {164,953)
439,679 602,365
44,077 44 730
242 481 256,992
5,230 4,548
3,359 3,859
144 429 183,010
4,328 5,415
22,870 27.960
346 338
96,700 105,886
4,647 5,152
568,267 637,990
1,007,946 1.240.355
4,600 5,385
{11,554) (4.600)
1,000,892 1,241,140
359,876 249,195
199,141 164,017
(6,110) (3,390)
(271,825) (359,876)
(277,935) (363,266)
1,282,074 1,291,086

Salaries, wages and benefits include Rs 8.619 million {2015: Rs 7.863 million) in respect of staff retirement benefits.

SELLING AND DISTRIBUTION EXPENSES

Salaries, wages and benefits

Rent, rates and taxes

Insurance

Repairs and maintenance

Travelling and vehicle running expenses
Communication and stationery

Advertising samples and promotional expenses
Outward freight and handling

Depreciation

Salaries, wages and benefits include Rs 4.656 million (2015:

Note

23.1

4.2

2016 2015

-----Rupees in '000-----
74,433 70,320
539 469
3,321 3,938
307 375
3,058 2,338
1,373 1,471
60,588 62,838
37,025 40,300
2,254 2,057
182,898 184,106

Rs 4.492 million) in respect of staff retirement benefits.
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Note 2016 2015

24 ADMINISTRATIVE AND GENERAL EXPENSES --—--Rupees in ‘000---—
Salaries, wages and benefits 241 50,897 47 665
Rent, rates and taxes 3.769 3.541
Insurance 782 956
Fuel and power 1,946 1,940
Repair and maintenance 332 226
Travelling and vehicle running expenses 3419 4,218
Communication and stationery 983 1,418
Subscription 1,236 982
Legal and professional charges 4,599 2,682
Depreciation 4,2 1,758 2,399
General expenses _4.288 4,140
74,109 70,167

241 Salaries, wages and benefits include Rs 2.483 million {2015: Rs 2.299 million) in respect of staff relirement benefits.

25 OTHER INCOME Note 2016 2015
=--==-Rupees in '000-----
Income from financial assets and financial liabilities

Reversal of impairment on trade debits 9.1 2.620 3,351
Liabilities no longer required written back 4,429 4,309
Late payment charges from Hospital Supply Corporation - related party 903 450
Exchange gain - 16,647
7,952 24,757
Income from assets other than financial assets

Gain on disposal of fixed assets - net 1,056 3,068
Scrap sales 14,022 15,705
Reversal of provision for slow moving and obsolete stock-in-trade 17,882 7.821
Others 251 153 606
33,213 27,200

41,165 51,957

251  These amount include reversals of forfeited deposits and other miscellanecus incomes and are non-interest bearing.

Note 2016 2015

26 OTHER EXPENSES -----Rupees in "000-----
Exchange loss 26.1 119,229 -
Auditors’ remuneration 26.2 2,031 1,975
Donations 26.3 105 100
Workers' Welfare Fund 47 -
Impairment of trade debts 9.1 9,802 3,908
Provision for slow moving and obsolete stock-in-trade 3,599 2,141
Provision for stents held with hospitals 8.3 885 9,105
Bank charges and commission 968 791
Loss due to unusable stocks "contract manufacturing” - 3,339
Others 4,621 13,603
141,287 34,962

261 This includes exchange loss amounting to Rs 113.039 million pertaining to mark-to market losses on
foreign currency denominated liabilities.




2016 2015
-----Rupees in "000-----
26.2 Auditors' remuneration

Statutory audit fee 750 660
Fee for the review of condensed interim financial information 200 140
Fee for tax advisory services 722 §70
Fee for special certifications 75 40
Out-of-pocket expenses 284 165
2,031 1,975

26.3 Recipients of donations do not include any one in whom Chiel Executive Officer, directors or their spouse had any
interest.
Note 2016 2015
--—-Rupees in '000-----
27 FINANCE COST

Mark-up on finances from banks and other related parties

- Short-term loan from a related party 3,536 1,056
- Long-term finance 11,743 28,632
- Short-term running finance 49,704 73,875

64,983 103,463

28 TAXATION - NET

Current
- for the year 20,701 11,028
- for prior years (3,638) (8,208)
17,063 2,820
Deferred (58,363) {36,594)
28.1 (41,300) {33,774)

281 The numerical reconciliations between income tax expense and accounting profit for 2015 and 2016 have not been
presented as the current tax charge pertains to minimum tax at the rate of 1% of the turnover of the Company
{computed under section 113 of the Income Tax Ordinance, 2001).

Note 2016 2015

29 LOSS PER SHARE --=-Rupees in "000-----

291 Basic

Loss for the year after taxation {112,177) (148,165)

-——-Numbers of shares-——-
Weighted average number of ordinary shares

outstanding during the year 141 11,000,000 11,000,000
------ ~Rupees----===---
Loss per share - basic (10.20) (13.29)
29.2 Diluted

The impact of dilution on loss per share has not been presented as the Company did not have any convertible
instruments in issue as at June 30, 2016 and 2015 which would have any effect on the loss per share if the option to
convert was exercised.
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CASH AND CASH EQUIVALENTS

Cash and cash equivalents included in the cash flow statement comprise the following items included in the balance
sheet:

Note 2016 2015
-----Rupees in '000-----
- Bank balances 13 10,785 4,253
- Short-term running finance utilised under mark-up arrangements 18 (547,795) (565,323)

(537,010) __ (561,070)

REMUNERATION OF THE CHIEF EXECUTIVE OFFICER, DIRECTORS AND EXECUTIVES

The aggregate amount charged in the financial statements for remuneration, including benefits, to the Chief
Executive, Directors and Executives of the Company is as follows:

Chief Executive Officer Directors Executives
Particulars 2016 2015 2016 2015 2016 2015
Rupees in "000

Managerial rermuneration 5,700 6,887 - - 38,915 36,211
Bonus . 1,500 . - 3,816 7,643
House rent 4,580 1,520 - - 17,507 15,530
Utilities 1,140 380 3 & 3,890 3.451
Medical expenses - 196 = - 4529 4,018
Leave fare assistance [ encashment 578 1,237 - - 4722 4,749
Meeting fee - - 150 180
Technical Advisory fee - - 2,400 2,400 2.400 800
Retirement benefits 902 301 - - 5,980 5,240
Others - 530 - - 766 514

12,880 12,561 2,550 2,580 82,570 78,156
Number of person(s) 1 2 4 4 35 33

The Chief Executive Officer, directors and cerfain executives are provided free use of the Company's maintained cars
and are entitled to certain reimbursable business expenses as per the terms of employment.

EMPLOYEE BENEFIT SCHEMES

Defined benefit plan - staff retirement gratuity scheme

As mentioned in note 3.10(a). the Company operates an approved funded gratuity scheme for all its management
and non-management staff. The latest actuarial valuation of the fund was last carried out at June 30, 2016. The
Projected Unit Credit Method with the following significant assumptions was used for the valuation of the scheme:

Principal actuarial assumptions 2016 2015
a) Discount rate 7.75% 9.00%
b) Expected rate of return on plan assets 9.00% 9.00%
¢) Expected rate of increase in salary - long-term 1.75% 9.00%

d) Expected rate of increase in salary - short-term 9,00% 9.00%
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Note 2016 2015
32.1.2 Amount recognised in the balancesheet = 7 Rupees in "000---------
Present value of defined benefit obligation 88,947 79,303
Less: fair value of plan assets 90,337} (77,123)
11 &17 {1,390) 2,180
The movement in net defined benefit liability during the year is as follows:
2016

As at July 1, 2015
Current service cost
Interest expense / (income)

Remeasurements:
- return on plan assets excluding amounts included
in interest expense / (income)
- gains from the changes in demographic assumptions
- gains from the changes in financial assumptions
- experience adjustments

Contributions
Benefits paid

As at June 30, 2016

As at July 1, 2014
Current service cost
Interest expense / {income)

Remeasurements:
- return on plan assets excluding amounts included
in interest expense / (income)
- gains from the changes in demographic assumptions
- gains from the changes in financial assumptions
- experience adjustments

Contributions
Benefits paid

As at June 30, 2015

Present value

of defined Fair value of Net
benefit plan assets
obligation
----- Rupees in "000 ----s=mnenn
79,303 {77.,123) 2,180
6,592 - 6,592
6,886 (7.152) (266)
507 - 507
1,242 {1,374) (132)
1,749 (1,374) 375
- (10,271) {10,271)
{5.583) 5,583 -
88,947 (90,337) {1,390)
2015
Present value
of defined Fair value of Net
benefit plan assets
obligation
————— Rupees in "000 -=--sanmenm
75,190 (69,647) 5,543
6,276 - 6,276
8,896 (8,993) (97)
5,726 {9) 5717
{3,263) 577 (2,686)
2,463 568 3,031
- {12,573) {12,573)
(13,522) 13,522 -
79,303 {77,123) 2,180




2016 2015
—---Rupees in '000-——
32.1.3 Amount recognised in the profit and loss account

Current service cost 6,582 6,276
Interest cost 6,886 8,896
Expected return on plan assets {7,152) (8,993)
Expense for the year 6,326 6,179

32.1.4 Composition of plan assets -—- As at June 30, 2016 -~ - As at June 30, 2015 -

Rupees Rupees
in "000 Percentage in '000 Percentage
Defence Saving Certificates 70,053 77.50% 62,362 B0.86%
Pakistan Investment Bonds 20,123 22.30% 11,557 14.98%
Treasury Bills - 0.00% 2,478 3.21%
Cash and cash equivalents 161 0.20% 726 0.94%
90,337 100.00% 77,123 100.00%
32.1.5 Historical information 2016 2015 2014 2013 2012
Rupees in "000

Present value of defined benefit obligation 88,047 79,303 75,180 70,539 61,859
Fair value of plan assets (80,237) {77,123) {69,647) {61,875) (49,295)

Net defined benefit liability (1,390) 2,180 5,543 8,664 12,564
Remeasurement (loss) / gain on defined benefit obligation {1,749) (2483) 3475 63 Ta7
Remeasurement (loss) [ gain on plan assets 1,374 {568) {569) 2,712 3,425

(375) {3,031} 2,908 2,775 4,132

32.1.6 Actual return on plan asseis during the year amounted to Rs 8.526 million {2015: Rs 8.425 million).

32.1.7 Based on the actuarial advice the Company intends to charge an amount of approximately Rs 6.737 million {2015:
Rs 6.203 million) in respect of gratuity fund in the financial statements for the year ending June 30, 2017.

32.1.8 The gratuity scheme exposes the Company to the following risks:
a) Mortality risk

This is the risk that the actual mortality experience is different. The effect depends on the beneficiaries’ service /
age distribution and the benefit. However, during actuarial valuation it is being ensured that the mortality risk is
minimised by keeping the contribution at a higher side.

b) Investment risk

This is the risk of investments underperforming and not being sufficient to meet liabilities. However, the
trustees' of the fund have a practice to invest the amounts in government securities that are secured.

c¢) Salaryincrease risk

This is the risk that the final salary at the time of cessation of service is greater than expectation. Since the
benefit is calculated on the basis of final salary, the benefit amount increases proportionately. In order to
minimise the risk the actuary of the Company uses past pattern which provides basis to form a reliable
eslimate.

d) Risk of insufficiency of assets

This is managed by making regular contribution to the Fund as advised by the actuary.
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e) Withdrawal risks

This is the risk that withdrawals may be higher or lower than actuarial assumptions. The final effect could go
either way depending on the beneficiaries’ service / age distribution and the benefit. The Company ensures the
availability of sufficient liquid funds in the gratuity fund and makes regular contributions to minimise the risk.

32.1.9 The sensitivities of the defined benefit obligation to changes in the principal actuarial assumptions are as under:

——---- A5 at June 30, 2016 --

== As at June 30, 2015

Increase | (decrease) in Increase ! (decrease) in present
Change in present value of defined Change in value of defined benefit
Parioylars assumption benefit obligation assumption ohligation
(%)  |Rupees in ‘000 (%) | Rupees in ‘000
Discount rate +1% {7.50%) (6,671) +1% (6.84%) (5.426)
1% 8.54% 7,598 -1% 7.33% 6,133
Salary increase rate +1% 8.45% 7,519 +1% 7.66% 5,074
1% {7.56%) {6,725) -1% (6.90%) {5,473)
Withdrawal rate +10% {0.01%) 8 +10% (0.00%) (2)
-10% 0.00% (6) -10% (0.00%) 1

The above sensitivity analysis is based on a change in an assumption while holding all other assumptions constant.
When calculating the sensitivity of the defined benefit obligation to significant actuarial assumptions the same
method (present value of the defined benefit obligation calculated with the projected unit credit method at the end of

the reporting period) has been applied as when calculating the liability against gratuity recognised in the balance
sheet.

The weighted average duration of the defined benefit obligation is approximately 8 years.

32.1.10 Expected maturity analysis of undiscounted obligation for the gratuity scheme is as follows:

As at June 30, 2016

Particulars Year 1 Year 2 Year 3 Vourd Year 5 Year 6to | Year 11 and
Year 10 above
Rupees in "000
Otsuka Pakistan Limited
Gratuity Fund 3,310 9,548 9,778 10,491 6,239 40,826 110,611
As at June 30, 2015
Particulars Year 1 Year 2 Year 3 Year 4 Year 5 Yaaroin): | Mear 11 gnd
Year 10 above
Rupees in '000

Otsuka Pakistan Limited
Gratuity Fund 4,988 8,691 10,441 9,072 6,374 39,138 103,078
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32.1.11 The information provided in notes 32.1.1 to 32.1.10 has been obtained from the details provided by the actuary of the
Company.

32.2 Defined contribution plan - staff provident fund

An amount of Rs 9.432 million (2015: Rs 8.475 million) has been charged during the year in respect of the
contributory Provident Fund scheme operated by the Company. The key particulars of the funds are as follows:

Note 2016 2015
==—==-= Rupees in "000 -=----

Size of the provident fund - total assets * 148,009 140,377

Fair value / amortised cost of investments * 32.21 127,731 120,260
--—---- Percentage ---——--

Percentage of investments made * 86.25% 85.67%

32.2.1 The cost of above investments amountad to Rs 64.017 million {2015: Rs 68.759 million).

The investments of the provident fund have been made in accordance with the provisions contained in Section 227 of
the Companies Ordinance, 1984 and the rules formulated thereunder. Details of such investments are as follows:

2016 2015 2016 2015
Quoted Non-quoted Quoted Non-quoted
=== Percentage === = ===  =esemseeeeeeeee Rupees in "000 —=-==-==esn=se=
Investments in government
securities
- Defence Saving Certificates 85.16% 78.99% 2 54,500 = 54,500
- Pakistan Investment Bonds 14.84% 21.01% 8,500 . 14,500 .
100.00% 100.00% 9,300 54,500 14,500 54,500

* The aforementioned information is based on the un-audited financial statements of the Fund for the year ended June 30, 2016 and
June 30, 2015,

33 TRANSACTIONS WITH RELATED PARTIES

Related parties include Otsuka Pharmaceutical Company Limited the holding company, associated companies /
undertakings (namely Otsuka Pharmaceutical Factory Incorporation, Japan, Thai Otsuka Pharmaceutical Company
Limited, Thailand, PT Otsuka Indonesia, Otsuka Pharmaceutical Company, Vietnam, Shanghai Microport Medical
{Group) Company Limited, Otsuka Welfare Clinic, etc.), entities under common directorship [namely Hospital Supply
Corporation and Efroze Chemicals Industries (Private) Limited], staff retirement funds and the key management
personnel. Details of the transactions with the related parties and the balances with them as at year end are as follows:




OEsUk@rPakistan Limited oo

June 30, 2016
Other Key
Particulars Fases assoclated management s r\_ulaled Total
T undertakings personnal i

Rupees in 000
Transactions during the year
Met sales (net of discounts allowed Rs 115.521 million) - 719,282 - - 719,282
Inventory purchased 28,576 142,563 - 5,865 178,004
Sales to key management personnel & & 42 H 42
Consultancy charges - - 4,800 - 4,800
Remuneration of the key management personne! - - 28,000 - 98,000
Short-term loan abtained from a related party - 176,376 - - 175,376
Iark-up expense on short-term loan from a related party - 3,536 - - 3,536
Lale payment cherges received from HSC - - - 803 803
Donation to Otsuka Welfare Clinic - - - 105 105
Charge relating to staff provident fund - - - 9432 9,432
Charge relating to stafl gratuity fund = = ¥ 5,326 6,326
Remeasuraments of defined benefit plans - - - 37h 375
Balances outstanding as at the end of the year
Raceivable from Hospital Supply Corparation against sale of goods - 107,567 - - 107,567
Payabla to Shanghai Microport EPMad Tach Co., Limited 1,140 1,140
Payable to Shanghal Microport Medical (Group) Company Limited 30,196 - 30,196
Payable lo Otsuka Pharmaceutical Factory, Inc. - 1431 - - 1431
Payable to Thai Otzuka Pharmaceutical Company Limited, Thailand - 9,048 - - 9,046
Payable lo Idrees Plastics - 1,350 - - 1,350
Loan frorm Otsuka Pharmaceutical Factory, Inc - 621,629 - - 621,629
Advance fram key management personnel - - 1,011 - 1,011
Mark-up payable on shor-term loan from a related party - 23 - - 23
Payable to Emplayees’ Pravident Fund - - - 2,804 2,804
Receivable from Employees” Gratuity Fund - - - 1,380 1,380
Receivable from Shanghai Microport Medical (Group) Company Limited - 306 - - 306

June 30, 2015

Other Ke
Particulars Parent associated mnagfm EAlicrrelated Total
Gompany undertakings personnal partles:

Rupees in ‘000
Transactions during the year
Net sales {net of discounts allowed Rs 103.812 million) - 661,828 - - 661,828
Inventory purchased 11,415 143 416 - 5,047 159,878
Sales to key management personnel - - 108 - 108
Consultancy charges - - 3,200 - 3.200
Remuneration of the key management personnel - - 93,297 - 93,297
Short-term loan obtained from a related party - 275238 - - 275,238
Mark-up expense on short-tarm loan from a related party - 1,056 - - 1,056
Late payment charges received from HSC - - - 450 450
Donation o Otsuka Welfare Clinic - - - 100 100
Charge relaling to staff provident fund - - - 8475 8,475
Charge relating to staff gratuity fund - - - 6,179 6,179
Remeasurements of defined benefit plans - - - 3,031 3,03
Repayment of advance by Efroze Chemicals Indusiries (Private) Limited - 7,859 - - 7,859
Amount of advance to Efroze Chemicals Industries (Private) Limited settled -
through destruction of maferials - 3,339 - - 3,339
Balances outstanding as at the end of the year
Receivable from Hospital Supply Comporation against sale of goods - 62,362 - - 62,362
Payable to Otsuka Pharmaceutical Company Limited, Japan 11,209 - - - 11,209
Fayahla to Otsuka OPV Joint Stock Company - B8 - - 891
Payahle to Shanghai Microport Medical (Group) Company Limited 31,541 - 31,541
Payable to Otsuka Pharmaceulical Factory, Inc. - 1,184 - - 1,184
Payable to Thai Otsuka Pharmaceutical Company Limited, Thailand - 19,611 - - 19,611
Payable to ldrees Plastics E 1,547 + = 1,547
Loan from Ofsuka Pharmaceutical Factory, Inc. - 333,520 - - 333,520
Advance from key management personnel - - 1,284 - 1,284
Mark-up payabla on short-tarm loan from a relatad party - 17 - - 17
Payable to Employees’ Pravident Fund - - - 2,080 2,080
Payabie to Employees’ Gratuity Fund - - - 2,180 2,180
Receivable from Shanghai Micropor Medical (Group) Company Limiled - 306 - - 306

Balances receivable from, payable ta and information in respect of shares held by related parties as at June 30, 2018
and June 30, 2015 are disclosed in notes 9, 10, 14, 16, 17 and 19 to these financial statements.
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The Company enters into transactions with related parties for the sale of its products, purchase of raw materials,
finished goods and spare parts for rendering of certain services. In addition, the Company has also entered in to
financing arrangement with the group company. Sales to related parties represent sales made to Hospital Supply
Corporation which is the sole distributor of the Company's products in the southern region. The Company allows
discount to the distributor on trade price based on the agreed terms. Purchases from related parties primarily
represent purchase of raw materials and finished goods from Otsuka group companies.

Contributions to and accruals in respect of staff retirement benefit plans are made in accordance with the actuarial
recommendations and terms of contribution plans as disclosed in note 32 to these financial statements.

Key management personnel are those persons having authority and responsibility for planning, directing and
controlling the activities of the Company. The Company considers all members of their management team, including
the Chief Executive Officer and warking directors to be its key management personnel.

There are no transactions with key management personnel other than those that are under their terms of
employment and / or entitlements. The balances receivable from / payable to related parties as disclosed in notes 5,
9 and 10, are interest free and are repayable on demand. Particulars of transactions with employee benefit schemes
are disclosed in note 32.

Note 2016 2015
CASH (USED IN} / GENERATED FROM OPERATIONS ----—-Rupees in "000-----
Loss for the year before taxation (153,477) (179,939)
Adjustment for non-cash charges and other items:
Depreciation 4.2 100,712 110,342
Liabilities no longer payable 25 (4,429) (4,309)
Exchange Loss / {gain) 26 119,229 (16,647)
Workers' welfare fund 26 47 -
Gain on disposal of fixed assets - net 25 (1,058) (3,068)
Reversal of provision for slow moving and obsolete stock-in-trade - net 8.2 (14,383) (6.716)
Pravision for stents - net 8.3 885 9,105
Impairment on trade debts - net 9.1 7,182 657
Mark-up on finances 27 64,983 103,463
Working capital changes 34.1 (159,924) 19,665
(40,231) 32,453
Working capital changes
{Increase) / decrease in current assets
Stores and spares 1,054 (6,892)
Stock-in-trade 72,141 {13,779)
Trade debts (77.,697) 24,992
Loans and advances {13,060) 9,244
Trade deposits, short-term prepayments and other receivables (9,404) 11,667
(26,966) 25,232

(Decrease} f increase in current liabilities
Trade and other payables (132,958) (5,567)

(159,924) 19,665
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36.1

36.2

36.3
36.4

37

2016 2015

STAFF STRENGTH Number of employees
Number of employees at June 30
- Permanent employees

Management staff 216 224

Workers 182 181
Average number of employees during the year
- Permanent employees

Management staff 216 221

Waorkers 183 184

OPERATING SEGMENTS

These financial statements have been prepared on the basis of a single reportable segment.

Sales from Intravenous Solutions represent 80.58 percent while sales from others represent 19.42 percant (2015:
80.69 percent and 19.31 percent) respectively of the total revenue of the Company.

Sales percentage by geographic region is as follows:

2016 2015

In percent
Pakistan 99.50 98.77
Afghanistan 0.50 1.23

All non-current assets of the Company as at June 30, 2016 are located in Pakistan.

Sales to Hospital Supply Corporation (a related party of the Company) which is the sole distributor in the southern
region is around 46.38 percent (2015: 45.32 percent).

FINANCIAL INSTRUMENTS BY CATEGORY
As at June 30, 2016

: Loans and Held to
Particulars R sty Total

———————— Rupees in "000 -——=---smememmemmmee e

Financial assets
Long-term loans - considered good 4,614 - 4,614
Lang-term deposils 1,268 - 1,288
Trade debts - unsecured 165,054 - 165,054
Loans and advances - considered good 5,033 - 5,033
Trade deposits and other receivables 11,140 - 11,140
Bank balances 10,785 - 10,785
197,914 - 197,914

As at June 30, 2016

At fair value :
through profit Mo Total
or loss eom
———————— Rupees in "000 -——m--mmemmememm e e
Financial liabilities
Short-term loan from a related party - unsecured - 621,628 621,628
Trade and ather payables - 249,308 249,308
Term finance - secured = 108,333 108,333
Short-term running finance - secured - 547,795 547,795
Mark-up accrued - 14,859 14,959

= 1,542,024 1,542,024
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38.1.1

As at June 30, 2015
Loans and Held to
Rarticulars receivables maturity ol
————————— Rupees in '000 -
Financial assets
Long-term loans - considered good 5,300 - 5,300
Long-term deposits 1,288 = 1,288
Trade debts - unsecured 94 539 N 94 539
Loans and advances - considered good 5,112 - 5112
Trade deposits and other receivables 8,639 - 8,639
Bank balances 4,253 - 4,253
119,131 - 118,131
As at June 30, 2015
At fair value T
through profit Total
cost
or loss
————————— Rupees in '000 —-——————r
Financial liabilities
Short-term loan from a related party - unsecured - 333,520 333,520
Trade and other payables - 270,242 270,242
Term finance - secured - 216,667 216,667
Short-term running finance - secured - 565,323 565,323
Mark-up accrued - 27,036 27,036
- 1.412,788 1,412,788

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Company's activities expose it to a variety of financial risks: market risk, credit risk and liguidity risk.

The Company, currently, finances its operations through equity, borrowing and management of working capital with a
view to maintain an appropriate mix between various sources of finance to minimise risk and provide maximum
return to shareholders. The Company's risk management policies and objectives are as follows:

Market risk

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

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. Foreign currency risk arises mainly where receivables and payables exist in
foreign currencies. As at June 30, 2016, financial liabilities of Rs 712.315 million (2015; 450.374 million) are payable
in foreign currencies which have exposed the Company to foreign currency risk as follows:

Note 2016 2015

Short-term loan from a related party - unsecured =RUpREY I 000

Yen 16 621,629 333,520
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38.1.2

Bills payable
US Dollar 80,433 101,360
Euro 56,639 -
Yen 3,614 15,494
17 90,686 116,854
Mark up accrued
Yen 19 23 17

As at June 30, 2018, if the Pakistani Rupee had weakened / strengthened by 5% and 10% against foreign currencies
with all other variables held constant, profit before tax for the year would have been lower / higher by approximately
Rs 35.616 million (2015: Rs 22.519 miillion), mainly as a result of foreign exchange losses / gains on translation of
foreign currency denominated financial liabilities.

Yield / interest rate risk

Yield / interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates.

Sensitivity analysis for variable rate instruments

Presently, the Company has KIBOR based rupee financing representing short-term running finance arrangements
and long-term finance facility {which is due to mature in the forthcoming financial year) obtained from various banks
that expose the Company to cash flow interest rate risk. In case of increase / decrease in KIBOR by 100 basis points
on the last repricing date with all other variables held constant, the loss before tax for the year end june 30, 2016
would have been higher / lower by Rs 2.785 million (2015: Rs 2.833 million).

The Company also has LIBOR based short-term loan from a related party that exposes the Company to cash flow
interest rate risk. In case of increase / decrease in LIBOR by 0.1% on the last repricing date with all other variables
held constant, the loss before tax for the year ended June 30, 2016 would have been higher / lower by Rs 1.719
million. The impact was, however, negligible on the loss for the year ended June 30, 2015.

The movement in the liabilities under short-term finances utilised under mark-up arrangements, long-term finance
and short-term loan from a related party, KIBOR and LIBOR are expected to change over time. Therefore, the
sensitivity analysis prepared as at June 30, 2018 is not necessarily indicative of the effect on the Company's profits /
losses due to future movement in interest rates.

Yield / interest rate sensitivity position for on-balance sheet financial instruments is based on the earlier of the
contractual repricing or maturity date and for the off-balance sheet instruments is based on the setftlement date.
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As at June 30, 2016
Exposed lo yield | interest rate risk

More than Mot exposed
Upto three  three months  More than to yield / Total
Particulars months and upto one one year interest rate
year risk
On-balance sheet financial instruments Rupees in ‘000
Financial assets
Long-term loans - considered good - - - 4 614 4 614
Long-term deposits - - - 1,268 1,288
Trade debts - unsecured - - - 165,054 165,054
Loans and advances - considered good - - - 5,033 5.033
Trade deposits and other receivables - - - 11,140 11,140
Bank balances - - - 10,785 10,785
2 = - 197,914 197,914
Financial liabilities*
Long-term finance - secured 54,167 54,166 - - 108,333
Short-term loan from a related party - unsecured - 621,629 - - 621,628
Trade and other payables - - - 249 308 249,308
Short-term running finance - secured 373,266 174,529 - - 547,795
Mark-up accrued - - - 14,959 14,959
427,433 850,324 - 264,267 1,542,024
On-balance sheet gap {a) (427,433) (850,324) - {66,353) (1,344,110)
Off-balance sheet financial instruments
Commitrnents - - - 63,215 63,215
Off-balance sheet gap (b) - - - 63,215 63,215
Total interest rate sensitivity gap (a+h) {427,433)  (850.324) -
Cumulative interest rate sensitivity gap (427,433) (1,277,757) (1,277.757)
As at June 30, 2015
Exposed to yield | interest rate risk
More than Not exposed
Parterilars Upto three  three months  Maore than to yield | Total
maonths and upto one one year interest rate
year risk
On-balance sheet financial instruments Rupees in "000-
Financial assets
Long-term loans - considered good - - - 5,300 5,300
Long-term deposits - - - 1,288 1,288
Trade debls - unsecured - - - 94 533 94,530
Loans and advances - considered good - - - 5112 5112
Trade deposils and other receivables - - - 8,639 8,639
Bank balances - - - 4,253 4,253
- - - 119,131 119,131
Financial liabilities*
Long-term finance - secured 54,167 54,167 108,333 - 216,667
Shaort-term loan from a ralated party - unsecured - 333,520 = = 333,520
Trade and other payables - - - 270,242 270,242
Short-term running finance - secured 354,529 210,794 - - 565,323
Mark-up accrued - - - 27,036 27,038
408,696 598,481 108,333 297,278 1,412,788
On-balance sheet gap (a) {408,6986) (598,481) {108,333) {(178,147)  (1,293,657)
Off-balance sheet financial instruments
Commitments - - - B2,347 82,347
Off-balance sheet gap (b) - - - 82,347 82,347
Total interest rate sensitivity gap (a+b) (408,696)  (598,481)  (108,333)
Cumulative interest rate sensitivity gap (408,696) (1.007177) (1,115510)

* The interest rate profiles of financial liabilities exposed to vield / imlerest rate risk are given in notes 15, 16 and 18 to these financial
statements.
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38.1.3 Price risk

38.2

383

Price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market prices (other than those arising from interest rate risk or currency risk) whether those
changes are caused by factors specific to the individual financial instrument or its issuer, or factors affecting
all similar financial instruments traded in the market. Currently, the Company does not hold any instruments
which expose it to price risk.

Credit risk

Credit risk represents the risk of a loss if the counter party fails to discharge its obligation and cause the other
party to incur a financial loss. The Company attempts to control credit risk by monitoring credit exposures,
limiting transactions with specific counterparties and continually assessing the creditworthiness of its
counterparties.

The Company's policy is to enter into financial contracts in accordance with the policies and guidelines
approved by the management. Credit risk arises from balances with banks, trade debts, loans and advances,
deposits and other receivables. The maximum exposure to credit risk is equal to the carrying amount of the
total financial assets i.e. Rs 197.914 million of which trade debts amounting to Rs 165.054 million (2015: Rs
94.539 million) constitute a significant portion. Of these trade debts, Rs 107.567 million is receivable from a
related party from which the Company does not expect a default. Loans and advances to employees are
secured against there balances maintained under employee benefit schemes. The Company is also exposed
to counterparty credit risk on balances with banks which is limited as the counterparties are banks rated as
follows:

--- As at June 30, 2016 - —- As at June 30, 2015 ---

Rating Rating
BANK Short-term Long-term Short-term Long-term agency
Allied Bank Limited Al+ AA+ Al+ Al+ PACRA
Bank Alfalah Limited Al+ AA Al+ A PACRA
Habib Bank Limited A1+ AMA A1+ AAA JCR-VIS
MCB Bank Limited Al+ AAA Al+ AAA PACRA
MNational Bank of Pakistan Al+ AMA Al+ AAA JCR - VIS
The Bank of Punjab A1+ AA- Al+ Ah- PACRA
The Bank of Tokyo Mitsubishi UFJ, Limited A-1 At A-1 At Standard and Poor's

Concentration of credit risk

Concentration of credit risk exists when changes in economic or industry factors similarly affect groups of
counterpariies whose aggregate credit exposure is significant in relation to the Company's total credit exposure. The
Company's total sales are concentrated into one of the distributors which has exposed it to significant risk due to
concentration of credit. However, timely payment pattern exhibits that the risk is at the minimum level.

Liquidity risk

Liquidity risk is the risk that the Company may not be to settle its financial obligations in full as they fall due or can
do so on terms that are materially disadvantageous.

Prudent liquidity risk management implies maintaining sufficient cash and bank balances and availability of funding
through an adequate amount of committed credit facilities. The Company zaims to maintain flexibility in funding by
keeping committed credit lines open.

The maturity profile of the Company's financial liabilities based on contractual maturities is disclosed in note 38.1.2.

As more fully explained in note 1.2 to the financial statements the current liabilities of the Company exceeded iis
current assets by Rs 694.734 million which expose the Company to liquidity risk. However, the Company manages it
by maintaining bank balances in current accounts, arranging financing through banking facilities and managing
timing of payments to related parties. Based on this and on the five-years business plan (as detailed in note 1.2) the
management strongly believes that the Company will be able to meet its all current and future liabilities as these fall
due.
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40.1

40.2

FAIR VALUE MEASUREMENTS

Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable willing
parties in an arm's length transaction. Consequently, differences can arise between the carrying value and the fair
value estimates.

Underlying the definition of fair value is the presumption that the Company is a going concern without any intention
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

As at June 30, 2016 the Company does nol have any assets which are tradable in an open market. The estimated

fair values of all assets and liabilities are considered not to be significantly different from carrying values as the
items are either short-term in nature or are periodically repriced.

The repricing profile, effective interest rates and maturities are stated in note 38 to these financial statements.
The different levels used in the fair value hierarchy are as follows:

- quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1)

- input other than quoted prices included within level 1 that are observable for the asset or liability, either directly
(i.e. as prices) or indirectly (i.e. derived from prices) (level 2); and

- inputs for the asset or liability that are not based on observable market data (unobservable inputs) {level 3).
As at June 30, 2016 and June 30, 2015, there were no items which were measured at fair values in the financial
statements.
CAPITAL RISK MANAGEMENT
The Company's prime objective when managing capital is to safeguard its ahility to continue as a going concern in
order to provide adequate returns for shareholders and benefits for other stakeholders and to maintain an optimal

capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Company may adjust the arnount of dividends paid to
shareholders, issue new shares or sell assets to reduce debts.

Consistent with others in the industry, the Company monitors capital on the basis of the gearing ratio. This ratio is
calculated as net debt divided by total capital. Net debt is calculated as total borrowings less bank balances. Total
capital is calculated as equity as shown in the balance sheet plus net debt.

2016 2015

-----Rupees in '000-----
Total borrowings 1,277,757 1,115,510
Less: bank balances (10,785) (4,253)
Net debt 1,266,972 1,111,257
Total equity 20478 141,914
Total capital 1,296,450 1,253,171

Gearing ratio 97.73% 88.68%
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As at June 30, 2018, the Company's gearing ratio has increased primarily due to additional finances obtained from a
related parly / banks and financial institutions. The Company's net equity has also declined mainly due to losses
incurred in the current and prior period. As part of the Company's future strategy, the management has prepared a
business plan (sensitive to certain key assumptions as more fully discussed in the note 1.2 to the financial
statements). The management believes that after successful implementation of business plan the Company's
gearing ratio and het equity position may be improved in future period.

PLANT CAPACITY AND PRODUCTION

2016 2015
Particulars Actual Actual
i
i Production Capacity Production
——————— million bottles million bottles =====s===s
V. solutions 30.3 19.7 319 25.9
Plastic ampoules 11.6 8.7 8.4 8.4

The Company's under-utilised capacity of |V solutions was due to stoppage of production of IV solutions for
maintenance of GF Machine and planned stoppage, from September 11, 2015 to November 08, 2015. However,
sufficient stocks were available to meet the market demand.

CORRESPONDING FIGURES

Corresponding figures have been re-arranged and reclassified, wherever necessary, to facilitate comparison and
better presentation. No significant rearrangements or reclassifications have been made in these financial statements
in the current year.

DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorised for issue on August 25, 2016 by the Board of Directors of the
Company.

GENERAL

Figures have been rounded off to the nearest thousand Rupees unless otherwise stated.

_Agee=T %I@{wﬂz&‘-‘f’l
Hanif Sattar Mehtabuddin Feroz
Chief Executive Officer Director
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OTSUKA PAKISTAN LIMITED
Pattern of Shareholding
As of June 30, 2016

# Of Shareholders Shareholdings’ Slab Total Shares Held
541 1 to 100 4,916
348 101 to 500 89,634
106 501 to 1000 83,078
19 1001 to 5000 279,844
23 5001 to 10000 162,390

10 10001 to 15000 124,321
4 15001 to 20000 68,950
2 20001 to 25000 47,000
1 25001 to 30000 27,500
1 30001 to 35000 34,000
1 35001 to 40000 38,500
1 50001 to 55000 51,500
3 95001 to 100000 297,000
1 100001 to 105000 101,420
1 115001 to 120000 115,500
1 155001 to 160000 157,451
5 360001 to 365000 1,815,000
1 1095001 to 1100000 1,099,999
1 1450001 to 1455000 1,452,000
1 4945001 to 4850000 4,949 997

1171 11,000,000
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OTSUKA PAKISTAN LIMITED
Pattern of Shareholding
As of June 30, 2016

Categories of Shareholders Shareholders Shares Held Percentage
Directors
MEHTABUDDIN FEROZ 1 363,000 3.30
NAZIMUDDIN FEROZ 1 363,000 3.30
MAKOTO SEKIYAMA 1 1 0.00
HARRY BAGJO 1 1 0.00
MAKIO OSAKA 1 1 0.00
YASUO BANDO 1 1 0.00
HANIF SATTAR 1 110 0.00
NOOR MUHAMMAD 1 500 0.00
ABID HUSSAIN 1 500 0.00
MOHAMMAD ABDULLAH FEROZ 1 500 0.00
Directors' spouse(s} and minor children
MRS. SHAMA NAZIM FEROZ 1 20910 0.19
Associated Companies, undertakings and related parties
M/S OTSUKA PHARMACEUTICAL COMPANY LIMITED 1 4,949 997 45.00
M/S PT. OTSUKA INDONESIA 1 1,099,899 10.00
M/S OTSUKA PHARMACEUTICAL FACTORY, INC. 1 1,452,000 13.20
Executive 1 110 0.00
Public Sector Companies and Corporations 4 109,254 0.99
Banks, development finance institutions, non-banking
finance companies, insurance companies, takaful,
modarabas and pension funds 3 10.910 0.10
Mutual Funds
CDC-TRUSTEE FIRST DAWOOD MUTUAL FUND 1 157 457 1.43
General Public
a. Local 1133 2,048,048 18.62
b. Foreign 1 11,000 0.10
Others 15 412 667 375
Totals 1172 11,000,000 100.00

Shareholders holding 5% or more

Shares Held

Percentage

M/S OTSUKA PHARMACEUTICAL COMPANY LIMITED
M/S P.T. OTSUKA INDONESIA
M/S OTSUKA PHARMACEUTICAL FACTORY, INC.

4,949,997
1.099,999
1,452,000

45.00
10.00
13.20
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PROXY FORM
28" Annual General Meeting

The Secretary
Otsuka Pakistan Limited,

30-B 8.M.C.H. Society. Please quote Folio No.
Off Shahrah-e-Faisal,

Karachi - 74400,

AN s e O 0 S S S ST T U
o] OO OO OO TSR OO PO RUPTUTOPP PR Being a member
of Otsuka Pakistan Limited here by appoint. ... ..o e
Of s e R R R e
O TaN T S s s e e P S T T
O s B A S U B A e b

as my/our proxy in my/our absence to attend and vote for me/us and on my/our behalf at the Twenty
Eighth Annual General Meeting of the Compnay to be held on Wednesday, Otctober 26, 2016 and
at any adjournent thereof.

As witness my hand this...............onin clay of s aramnurannurmanrasmn 2016
Signed By the said. ..

inthe presence of .........cccooiiiiiiiee e SigpetiEasR
..................................................................................... Revenue sta mp of

appropriate value

(Signature should agree with
the SPECIMEN signature
registered with the Company)

Notes:

1. Amember entitled to attend and vote at a General Meeting is entitled to appoint a proxy to attend and vote
instead of him/her.

2. The instrument appointing a proxy shall be in writing under the hand of the appointor or of his/her attorney
duly authorized in writing. A proxy need not be a Member of the Company.

3. The instrument appointing a proxy, together with the Power of Atterney, if any under which it is signed or
a notarially certified copy thereof, should be deposited at the Registered Office not less than 48 hours
before the time of the meeting.

4. In case of Proxy for any individual beneficial owner of CDC, entitled to attend and vote at this meeting. it
is necessary to deposit the attested copies of beneficial owner's national identity card, Account and
Participant's ID numbers. The Proxy shall produce his original national identity card at the time of the
meeting. Representative of corporate members should bring the usual documents for such purpose.






