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Vision

Otsuka people creating new products for better health worldwide.

Mission
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To provide quality healthcare products while maintaining leadership position in chosen segments by working efficiently

towards customer satisfaction, rapid growth and enhanced stakeholders value.

Objectives

@ To retain its position of market leader in IV Solutions and clinical nutrition through
continuous education, new product launches and support to the medical profession
and community at large.

@ To offer world class quality products and support services to our customers at reasonable
prices through resource optimization.

@ To develop and retain efficient network of distributors and suppliers for enhancement
of our present level of support services for customer satisfaction.

@ To provide equal opportunity for growth and development to all its team members to
build a highly motivated and committed team of professionals delivering world
class quality products and services.

@ To contribute in community services for betterment of society and environment.

@ To generate adequate earnings for meeting current and future needs, leading to
enhancement of shareholder’s value.

Focus

Medical
Profession
&
Patients
Patients
Distributors

&
Suppliers

Empolyees

Community

Shareholders
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NOTICE OF MEETING

Notice is hereby given that the Thirty first (31st) Annual General Meeting of Otsuka Pakistan Limited will be held on Tuesday, October 22,
2019 at 10:30 a.m. at Auditorium Hall, Institute of Chartered Accountants of Pakistan, Chartered Accountants Avenue, Clifton, Karachi to
transact the following businesses:-

ORDINARY BUSINESS:

1. To receive, consider and adopt the Annual Audited Accounts for the year ended June 30, 2019, together with the Directors’ and
Independent Auditors’ reports thereon.
2. To appoint auditors and fix their remuneration for the year ending June 30, 2020. The present auditors, M/s Deloitte Yousuf Adil &
Co., Chartered Accountants, retire and being eligible, offer themselves for re-appointment.
3. Totransact any other business with the permission of the Chair.
By order of the Board
Muhammad Amin Bashir
Karachi: September 24, 2019 Company Secretary
Notes:-

Book Closure and Proxy:

The Share Transfer Books of the Company will remain closed from October 16, 2019 to October 22, 2019 (both days
inclusive).

A member entitled to attend and vote at the Annual General Meeting may appoint a proxy to attend and vote on his / her
behalf. A proxy need not be a member of the company.

Instrument of appointing proxy and the power of attorney or other authority under which it is signed or a
notarially certified copy of the power or authority must be deposited at the Registered Office of the Company at least 48
hours before the time of the Meeting.

CDC Account Holders will have to follow the under-mentioned guidelines as laid down in Circular No. 1 dated January
26, 2000 issued by the Securities and Exchange Commission of Pakistan (SECP).

For Attending the Meeting:

In case of individuals, the account holder or sub-account holder and/or the person whose securities are in group
account and their registration details are uploaded as per the Regulations, shall authenticate his/her identity by showing
his/her original Computerized National Identity Card (CNIC) or original passport at the time of attending the meeting.

In case of corporate entity, the Board of Directors’ resolution/power of attorney with specimen signature of the nominee
shall be produced (unless it has been provided earlier) at the time of the meeting.

For Appointing Proxies:

In case of individuals, the account holder or sub-account holder and/or the person whose securities are in group
account and their registration details are uploaded as per the Regulations, shall submit the proxy form as per the above
requirement.

The proxy form shall be witnessed by two persons whose names, addresses and CNIC numbers shall be mentioned on
the form.

Attested copies of CNIC or the passport of the beneficial owners and the proxy shall be furnished with the proxy form.
The proxy shall produce his/her original CNIC or original passport at the time of the meeting.

In case of corporate entity, the Board of Directors’ resolution/power of attorney with specimen signature shall be submit-
ted (unless it has been provided earlier) along with proxy form to the Company.

AVAILABILITY OF THE AUDITED FINANCIAL STATEMENTS ON COMPANY’S WEBSITE
The audited accounts of the Company for the year ended June 30, 2019 have been placed on the Company’s website

www.otsuka.pk.

TRANSMISSION OF ANNUAL FINANCIAL STATEMENTS THROUGH EMAIL:

In pursuance of the directions given by SECP vide SRO 787(1)/2014 dated: September 8, 2014, those shareholders
who desire to receive Annual Financial Statements in future through email instead of receiving the same by Post are
advised to give their formal consent along with their valid email address on a standard request form which is available
at the Company’s website i.e. www.otsuka.pk and send the said form duly filled in and signed along with copy of
his/her/its CNIC/Passport or other such information in the case of a body corporate to the Company’s share registrar.
This is optional; in case you do not wish to avail this facility please ignore this point. Annual Financial Statements will be
sent to you at your registered address, as per normal practice.
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F. SUBMISSION OF CNIC/NTN DETAILS (MANDATORY REQUIREMENT):
As per Securities and Exchange Commission of Pakistan (SECP) vide SRO 889(1)/2011 and SRO 83(1)/2012, dividend
counters in electric form should bear the CNIC number of the authorized person or registered member, except in case
of minor (s) and corporate members. Accordingly Members who have not yet submitted photocopy of their valid comput-
erized National Identity Card (CNIC) to the Company / Share Registrar, are once again reminded to send the same at
the earliest directly to Company’ Share Registrar. In case of non-receipt of the copy of valid CNIC, the Company would
be constrained under the law to withhold dividend of such shareholders.

G. WITHHOLDING TAX ON DIVIDENDS:
Pursuant to the provision of the Finance Act, 2019 effective July 1, 2019, the rates of withholding income tax on the
amount of dividend payment under Income Tax Ordinance, 2001 have been revised as under:

a) Filers of Income Tax returns 15%
b) Non-filers of Income Tax returns  30%

Shareholders who are filers are advised to make sure that their names are entered into latest Active Tax Payers List
(ATL) provided on the website of FBR before the date of approval of Cash dividend, in any other case they shall be
treated as non-filers and tax on their cash dividend will be deducted at the rate of 30% instead of 15%.

As per the clarification issued by FBR, withholding tax will be determined separately on "Filer / Non-Filer” status of the
principal shareholder as well as joint-holder(s) based on their shareholding proportions.

If the share is not ascertainable then each account holder will be assumed to hold equal proportion of shares and the
deduction will be made accordingly. Therefore, all shareholders who hold shares jointly are required to provide share-
holding proportions of principal shareholder and joint-holder(s) in respect of shares held by them to the Registrar and
Share Transfer Agent in writing as follows :

Principal Shareholder Joint Shareholder(s)
Folio/CDC Total Shares Name and Shareholding Name and Shareholding
Account No, CNIC No, Proportion CNIC No, Proportion
(No, of Shares) (No, of Shares)
H. PAYMENT OF CASH DIVIDEND ELECTRONICALLY (MANDATORY REQUIREMENT):

In accordance with the provisions of Section 242 of the Companies Act, 2017 and Companies (Distribution of Dividend)
Regulations, 2017. It is mandatory for a listed company to pay cash dividend to its shareholder ONLY through electronic
mode directly into the bank account designated by the entitled shareholder. Notice in this regard has already been
published by the Company in the newspapers, however, shareholders are once again requested to fill in “Electronic
Credit Mandate Form” as reproduced below and send the duly signed Electronic Mandate Form along with a copy of
valid CNIC/NTN to their respective CDC participant / CDC Investor account services. (In case of shareholding in Book
Entry Form) or to the Company’s Share Registrar i.e. .M/s. CDC Share Registrar Services Limited (CDCSRSL), CDC
House, 99-B, Block-‘B’, S,M.C.H.S, Main Shahra-e-Faisal, Karachi-74400 (in case of shareholding in Physical Form):

Shareholder’s details:

Name of the Shareholder(s)
Folio No. / CDS Account No.
CNIC No. (Copy attached)
Mobile / Landline No.

Shareholder’s Bank details:

Title of Bank Account

International Bank Account Number (IBAN)

Bank’s Name

Branch’s Name and Address

In case of non-provision of IBAN, the Company will have to withhold the cash dividend according to SECP
directives.
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. DEPOSIT OF PHYSICAL SHARES IN CDC ACCOUNT:
As per Section 72 of the Companies Act, 2017 every existing listed company shall be required to replace its
physical shares with book-entry form in a manner as may be specified and from the date notified by the
Commission, within a period not exceeding four years from the commencement of this Act, i.e., May 30, 2017,

The Shareholders having physical shareholding are encouraged to open CDC sub - account with any of the brokers or
Investor Account directly with CDC to place their physical shares into scrip less form, this will facilitate them in many
ways, including safe custody and sale of shares, any time they want, as the trading of physical shares is not permitted
as per existing regulations of the Pakistan Stock Exchange.

J. VIDEO-LINK FACILITY TO MEMBERS:

In terms of SECP's Circular No. 10 of 2014 dated May 21. 2014 read with provision of Section 134(1) (b) of the Act. If
the Company receives consent from the members holding in aggregate at least 10% shareholding of total paid up
capital residing in a city, to participate in the meeting through video-link, the Company will arrange facility of video-link
in that city subject to availability of such facility in that city. To avail this facility, please provide the following information
to registered address of the Company at least 10 days prior to date of the meeting. After receiving the request/demand
of members having 10% or more shareholding in aggregate , the Company will intimate members regarding venue of
video conference facility at least five (5) days before the date of AGM along with complete information necessary to
enable them to access such facility.

CONSENT FOR VIDEO CONFERENCING FACILITY

1/We, of , being a member of
M/s. Otsuka Pakistan Limited, holder of ordinary share(s) as
per Registered Folio / CDC Account No. hereby opt for video

conference facility at

Signature of the Member(s)

K. E-VOTING
Pursuant to the Companies (E-voting) Regulations, 2016, shareholders will be able to exercise their right to vote
through e-voting by giving their consent in writing, at least 10 days before the date of the meeting to the Company on
the appointment of Execution Officer by the intermediary as Proxy.

L. POSTAL BALLOT
Pursuant to Companies (Postal Ballot) Regulations 2018, for the purpose of election of Directors and for any other
agenda item subject to the requirements of section 143 and 144 of the Companies Act, 2017, members will be allowed
to exercise their right of vote through postal ballot, that is voting by post or through any electronic mode, in accordance
with the requirements and procedure contained in the aforesaid Regulations.

Shareholders are requested to promptly notify any change in their addresses, if any, and submit if applicable to them to Company’s Share
Registrar M/s. CDC Share Registrar Services Limited, CDC House, 99 - B, Block ‘B’, S.M.C.H.S., Main Shahra-e-Faisal,
Karachi-74400. Tel: Customer Support Services (Toll Free) 0800-CDCPL (23275) Fax: (92-21) 34326031 Email: info@cdcsrsl.com
Website: www.cdcsrsl.com; of any change in their addresses.

Published on 24-Sep-19 in Business Recorder (Karachi & Lahore) for English and
Nawa-e-Waqt (Karachi & Lahore) in Urdu.
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CHAIRMAN REVIEW

| am pleased to welcome you at the 31st Annual General Meeting of your Company and present on behalf of the
Board of Directors, the annual report for the year ended June 30th 2019 along with my review on the performance
of your Company.

Pakistan’s Economy had witnessed a meager growth of 3.29% against the ambitious GDP growth rate target of
6.2% for the fiscal year 2018-19. The rising current account deficit and the depleting foreign reserves of the country
has forced the government towards fiscal tightening, rationalization of taxes, measures to reduce the primary
balance, and exchange rate adjustments. We expect that the above measures will restrain economic growth in the
coming years.

Growth in the pharmaceutical and all other sectors has suffered during the year due to adverse economic condition.
In addition weakening of local currency, has added a distress to import dependent sector. Excessive supply against
the demand in the IV infusion market has restricted the sales growth of the Company to just 1%.

During the year, there was significant devaluation of Pak Rupee as PKR/USD exchange rate parity has rose to
160.05 from 121.5. It has devastating impact on our cost of goods sold by reducing our gross profit margin.
Moreover a net exchange loss of Rs. 193.7 million on foreign currency loans and the cost of imported finished goods
and raw materials has also made the bottom line negative.

The board of directors has completed its first year after being elected in the 30th Annual General Meeting.
The overall performance of the Board and its members is satisfactory and is based on an evaluation of all the
integral-components, which have a direct bearing on the Board’s role in achievement of the Company’s objectives.
The Board has effectively set the tone at the top, by putting in place transparent and robust system of governance.
This is reflected by setting up an effective control environment, compliance with best practices of Corporate Gover-
nance and by promoting ethical and fair behavior across the company. Areas of improvement are duly considered
and action plans have been framed accordingly.

| am pleased to announce that we have made an extension in the product line of Intravenous solutions by adding
two new products in IV segment namely “Otsuzol” and “Otsumol”. Further one product in the medical devices
segment has also been launched namely “Otsuka Urea Breath Test System (UBIT)”.

Itis anticipated that tight monetary and fiscal policies will continue in the forthcoming year alongside further devalua-
tion in Pak Rupee. This will trigger the inflation and bank rates resulting in more pressure on the cost of production
of the Company. However consistent and co-operative policies from the government will encourage us to invest
further in the manufacturing facilities and to increase our product portfolio.

On behalf of the Board of Directors of your Company. | would like to take this opportunity of acknowledging the
devoted and sincere services of employees of all cadres of the Company and are thankful to all of our business
partners.

ARGy

Mikio BANDO
Chairman
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DIRECTORS’ REPORT

The Directors are pleased to present the Annual Report of Otsuka Pakistan Limited the Company for the year ended
June 30, 2019.

Business Review

Our results were badly hampered due to the abnormal depreciation in the Pak Rupee that has not only increased our
cost of production but has also given us a total impact of exchange loss of Rs. 193.7 million on our off shore loans
and imports. Moreover there has been major surge in cost of utilities which has completely wiped off our operating
profits for the year. As a result during the year, the Company has a loss per share of Rs. 14.49as compared to
earnings per share of 5.40 last year.

Our sales were just 0.8% up as compared to the last year due to oversupply situation in IV infusion market. Increase
in expenses was due to record breaking inflation, additional expenses for promotional activities of new products and
massive increase in the bank rate during the year. Despite of all this, we have launched two new products in IV
segment namely “Otsuzol” (Metronidazole), “Otsumol” (Paracetamol) and one product in the medical devices
segment in the name of “Otsuka Urea Breath Test System (UBIT)” for which we are getting good response from the
market on these products.

During the year, the bank rate has been increased from 6.5% in May 2018 to 13.25% in June 2019. Adverse bank
interest rates and the liquidity issues have forced the management to continue with the loan obtained from related
party (Otsuka Pharmaceutical Factory, Inc. Japan) and have deferred the payment of one installment due during the
year.

Financial Results (PKR in 000)
2019 2018

(Loss) / profit for the year before taxation (193,711) 138,008
Taxation —net 18,363 (72,702)
(Loss) / profit for the year after taxation (175,348) 65,306
Other comprehensive income/(loss) -net 10,511 (358)
Total comprehensive (loss)/income for the year (164,837) 64,948
Accumulated profits brought forward 81,812 27,864
Accumulated (losses)/profits carried forward (97,545) 81,812

Appropriations

In the given circumstances the board to propose no dividend for the year ended June 30, 2019.
Earnings / (loss) Per Share

The earnings / (loss) per share for the year ended June 30, 2019 works out to be Rs. (14.49) (2018: Earnings per
share were Rs. 5.40).

Key operating and financial data

Key operating and financial data of last six years is annexed with this annual report.
Value of investments of provident and gratuity funds

The following is the value of investments based on latest respective un-audited accounts:

Provident Fund Rs. 140,520,529/-
Gratuity Fund Rs. 76,263,343/-
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Future outlook

This year was the first year for the new democratic set-up but the now the direction from the government is clear
however the government is under immense pressure on the dwindling foreign reserves along with severe external
account deficit which may bring further devaluation of Pak Rupee and increase in inflation and bank rates. Neverthe-
less the Company has got the long outstanding hardship cases settled under SRO 1610 dated December 31, 2018.

Further the Company is also very hopeful over the performance of the products launched in last 2 years and is
confident to meet the future challenges. The Board is of the view that your company can achieve good results subject
to improvement in the economic conditions of the country and the consistency of government policies.

Corporate Governance

As required under Corporate Governance, the Directors are pleased to confirm that:
a. the financial statements, prepared by the management of the Company, present its state of affairs
fairly, the result of its operations, cash flows and changes in equity;
b. proper books of accounts of the Company have been maintained;
C. appropriate accounting policies have been consistently applied in the preparation of the financial
statements and the accounting estimates are based on reasonable and prudent judgment;

d. International Financial Reporting Standards, as applicable in Pakistan, have been followed in the
preparation of financial statements and any departures therefrom has been adequately disclosed and
explained;

e. the system of internal control is sound in design and has been effectively implemented and monitored;

f. there are no significant doubts upon the Company’s ability to continue as a going concern;

g. there has been no material departure from the best practices of corporate governance, as detailed in

the listing regulations;

h. In accordance with the criteria specified in Code, one director has a certification under Directors’
Training Program. All the Directors on the Board are fully conversant with their duties and
responsibilities as Directors of corporate bodies; and

i There are no statutory payments on account of taxes, duties, levies and charges outstanding as on
June 30, 2019 except for those already disclosed in the financial statements.

Board of Directors

Mr. Hakugi Kiyono has resigned from Board from the post of the Non-executive directorship on August 28, 2018.
Mr. Daisuke Hashimoto (nominee & non-executive director of OPCJ) has filled the casual vacancy.

Mr. Muhammad Abdullah Feroz, Mr. M. Taufiq Feroz and Mr. Makio Osaka have retired from their Board services on
October 24, 2018 after completion of their three (3) years’ term.

Mrs. Navin Salim Merchant has been elected being independent director (female) on the Board on October 24, 2018.

The Board of Directors as required under section 159 of the Companies Act, 2017 has fixed the number of Directors
to be elected at seven (7) including two (2) independent directors who will represent the minority shareholders of the
Company in accordance with the provisions of the new Code of Corporate Governance, 2017 for a period of three
years commencing from November 01, 2018.
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The composition of Board of Directors (“the Board”) is as follows:

CATEGORY NAMES GENDER
Executive Director Mr. Hanif Sattar (CEO)
Non-Executive Directors Mr. Mikio Bando (Chairman)
Mr. Mehtabuddin Feroz Male
Mr. Daisuke Hashimoto Directors
Mr. Suhari Mukti
Independent Directors Mr. Noor Muhammad
Mrs. Navin Salim Merchant Female
Director

Board Committees

SUB COMMITTEE OF

THE BOARD

NAME OF MEMBER

Audit Committee

Mr. Noor Muhammad (Chairman)
Mr. Daisuke Hashimoto
Mr. Mehtabuddin Feroz

Human Resource &
Remuneration Committee

Mr. Noor Muhammad (Chairman)
Mr. Daisuke Hashimoto

Mr. Mehtabuddin Feroz

Mr. Hanif Sattar

Directors’ Remuneration
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The Board has a formal policy and transparent procedures for the remuneration of its Directors in accordance with the
Companies Act, 2017 and the Listed Companies (Code of Corporate Governance) Regulations 2017. The Non-
executive Directors are only entitled to receive fixed fees in lieu of remuneration for attending the Board and its

Committee Meetings.

Risk Management

The Risk Management infrastructure of the Company is based upon Enterprise Risk Management framework
addressing the major risk categories including Strategic, Operational, Compliance and Financial Reporting Risks.
Adequate controls have been designed and communicated to the staff via polices and procedural guidelines.

The board has outsourced the internal audit function to evaluate and oversee the design and operating effectiveness

of these controls.

Meetings of the Board, Audit Committee and Human Resource & Remuneration Committee:

Board Meetings Audit Committee Meetings Human Resource &
Name of Director i i i
d%iegtl?lgespel}ﬂgd Attendance dﬁiegt:?l%spl;ﬂgd Attendance dﬁiegt;ﬁgespl;ﬂgd Attendance

Mr. Hanif Sattar (CEO) 4 4 5 N/A 2 2
Mr. Hanif Sattar (Director) (*) 4 2 5 N/A 2 N/A
Mr. Mehtabuddin Feroz 4 4 5 5 2 2
Mr. Mohammad Abdullah Feroz 4 2 5 N/A 2 N/A
Mr. Muammad Taufiq Feroz 4 2 5 N/A 2 N/A
Mr. Muammad Taufiq Feroz (1) 4 2 5 N/A 2 N/A
Mr. Makio Bando (Chairman) 4 0 5 N/A 2 N/A
Mr. Hakugi Kiyono 4 2 5 2 2 N/A
Mr. Makio Osaka 4 0 5 N/A 2 N/A
Mr. Daisuke Hashimoto (**) 4 3 5 3 2 2
Mr. Sajid Ali Khan (2) 4 2 5 N/A 2 N/A
Mr. Suhari Mukti 4 1 5 N/A 2 N/A
Mr. Noor Muhammad (Independent Director) 4 3 5 4 2 2
Mrs. Navin Salim Merchant (Independent Director) (***) 4 2 5 N/A 2 N/A
Mr. Abid Hussain (3) 4 1 5 N/A 2 N/A
Mr. Sajid Ali Khan (4) 4 2 5 N/A 2 N/A

(1) Alternate Director for Mr. Mikio Bando
(2) Alternate Director for Mr. Makio Osaka
(3) Alternate Director for Mr. Suhari Mukti

(4) Alternate Director for Mr. Suhari Mukti appointed in Board Meeting held on October 24, 2018.
(*) Mr. Hanif Sattar elected as Board of Director on 24-10-2018.
(**) Mr. Daisuke Hashimoto filled the casual vacancy on 28-08-2018 created due to resignation of Mr. Hakugi Kiyono. He has also become a member of audit committee and HR&RC.

(***%) Mrs. Navin Salim Merchant elected as Board of Directors on 24-10-2018 being independent director (female).
P.S.: Number of Board Directors have reduced from 8 to 7 on 24-10-2018.




-
e Otsuka

Oittsilk@ Palkistan Limited

Pattern of Shareholding

The Pattern of shareholding of the Company as at June 30, 2019 is annexed with this annual report.

Trading in shares by directors, executives and their spouses and minor children

During the year no trading in shares were reported by directors, executives and their spouses and minor children.
Corporate Social Responsibility

The Company considers social, environmental and ethical matters in the context of the overall business environment
and has paid monetary as well as non-monetary donations in the form of medicines to different institutions as part of
its corporate social responsibility. The Company is committed to work in the best interest of all the stakeholders, in
particular the community in which we live and forms our customer base.

Adequacy of Internal Financial Control

The Company has an adequate internal financial controls system in place and the same was operating effectively
during the year ended June 30, 2019. The Company’s Directors provide reasonable assurance regarding the
achievement of operating, reporting and compliance objectives are the means by which:

» Company’s full operations are conducted in accordance with prescribed policies and procedures.

* The Company is in compliance with applicable laws and regulations.

* The Company’s assets and information are protected from any improper use.

Holding Company

The Company is an indirect subsidiary of Messrs Otsuka Pharmaceutical Company Limited, which is incorporated
in Japan.

Subsequent events

No material changes or commitments affecting the financial position of the Company have taken place between the
end of the financial year and the date of this report.

Description of principal risks & uncertainties
We expect no principal risks & uncertainties as at the closing period of June 30, 2019.
Changes occurring in the nature of business

We expect and planned to launch new products in near future. Our main nature of business will remain unchanged.

Main trends/ developments likely to affect future performance

Pharma industry is suffering due to lack of implementation on pricing policies and continuous escalation in cost of
production, utilities, freight charges etc. Therefore major developments from the new government in pricing, import
and taxation policies may affect our future performance. Positive developments in the pharmaceutical sector will also
encourage us to invest further for manufacturing facilities and ultimately introduction of new products for the
betterment of people.
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Loans

The Company obtained loans from M/s. Otsuka Pharmaceutical Factory, Inc., Japan (related party) which represents
a foreign currency denominated loan obtained in two tranches of JPY 75 million each drawn down on June 16, 2014
and December 22, 2014, three tranches of JPY 125 million each drawn down on February 26, 2015, April 27, 2015
and July 27, 2015 and one tranche of JPY 84.50 million drawn on December 16, 2015. Each facility is to be repaid
within one year of the initial drawn down date.

Each tranche was repayable within one year of the initial drawn down date. The first tranche of JPY 75 million falling
due on June 15, 2015 was rolled forward twice for a further period of one year from the due date and was repaid early
in December 2016. The second tranche of JPY 75 million falling due on December 21, 2015 was rolled forward twice
for a further period of one year from the date it had fallen due and was repaid subsequent to the year ended June 30,
2017. The third, fourth and fifth tranches of JPY 125 million each falling due on February 25, 2016, April 26, 2016 and
July 26, 2016 were rolled forward four times for a further period of one year each from the original due dates and
subsequently all are fallen due on February 25, 2020, April 26, 2020 and July 26, 2020. The sixth tranche of JPY 84.5
million falling due on December 15, 2016 has also been rolled forward for another year and repaid on December 15,
2017.

Auditors

The present auditors, Messrs. Deloitte Yousuf Adil, Chartered Accountants, retire at the conclusion of the 31th Annual
General Meeting and being eligible, offer themselves for reappointment.

Based on the suggestion of the Audit Committee, the Board of Directors has recommended to the shareholders for
the appointment of Messrs. Deloitte Yousuf Adil, Chartered Accountants as the external auditors of the Company for
the year ending June 30, 2020.

Acknowledgement

The Board wishes to place on record its appreciation for the untiring efforts of all its employees in taking the
Company forward.

On behalf of the Board
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Mehtabuddin Feroz Hanif Sattar
Director Chief Executive Office
Karachi

Dated: August 27, 2019
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STATEMENT OF COMPLIANCE WITH LISTED COMPANIES (CODE OF CORPORATE
GOVERNANCE) REGULATIONS, 2017 FOR THE YEAR ENDED JUNE 30, 2019

Otsuka Pakistan Limited (“the Company”) has complied with the requirements of the Listed Companies (Code of
Corporate Governance) Regulations, 2017 (“the Regulations”) in the following manner:

1. The total number of directors are Seven (7) as per the following
a) Male: Six (6)
b) Female: One (1)

2. The composition of the Board of Directors (“the Board”) is as follows:

Category Names
Executive Director Mr. Hanif Sattar
Independent Director Mr. Noor Muhammad

Mrs. Navin Salim Merchant

Other Non-Executive Directors Mr. Mikio Bando — Chairman
Mr. Mehtabuddin Feroz

Mr. Daisuke Hashimoto

Mr. Suhari Mukti

3. The directors have confirmed that none of them is serving as a director on more than five listed companies,
including this Company (excluding the listed subsidiaries of listed holding companies where applicable).

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

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

6. All the powers of the board have been duly exercised and decisions on relevant matters have been taken by
board as empowered by the relevant provisions of the Companies Act, 2017 and these Regulations.

7. The meetings of the board were presided over by the Chairman and, in his absence, by a director elected by the
board for this purpose. The board has complied with the requirements of Companies Act, 2017 and the
Regulations with respect to frequency, recording and circulating minutes of meeting of board.

8. The board of directors have a formal policy and transparent procedures for remuneration of directors in
accordance with the Companies Act, 2017 and these Regulations.
9. Following director has acquired the prescribed Directors’ Training Program (DTP) Certification:

a) Mr. Noor Muhammad

10. Following directors are exempt from the requirement of above referred training as mentioned in Regulation 20(2):
b) Mr. Mehtabuddin Feroz
11. The board has approved appointment of CFO, Company Secretary and Head of Internal Audit, including their

remuneration and terms and conditions of employment and complied with relevant requirements of the
Regulations.
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12.

13.

14.

15.

16.

17.

18.

19.

-
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CFO and CEO duly endorsed the financial statements before approval of the board.

The board has formed committees comprising of members given below:

a) Audit Committee

Mr. Noor Muhammad Chairman
Mr. Daisuke Hashimoto Member
Mr. Mehtabuddin Feroz Member

b) Human Resource & Remuneration Committee

Mr. Noor Muhammad Chairman
Mr. Daisuke Hashimoto Member
Mr. Mehtabuddin Feroz Member
Mr. Hanif Sattar Member

The terms of reference of the aforesaid committees have been formed, documented and advised to the
committee for compliance.

The frequency of yearly meetings of the committees were as per following:

a) Audit Committee: 5 meetings
b) Human Resource & Remuneration Committee: 2 meetings

The board has outsourced the internal audit function to M/s. A.F. Ferguson & Co. Chartered Accountants who are
considered suitably qualified and experienced for the purpose and are conversant with the policies and
procedures 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 ICAP and registered with Audit Oversight Board of Pakistan, 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 Act, these regulations or any other regulatory requirement and the auditors have
confirmed that they have observed IFAC guidelines in this regard.

We confirm that all other requirements of the Regulations have been complied with except that at least half of the
directors on the Board have not acquired the prescribed certification under any director training program offered
by institutions, local or foreign, that meet the criteria specified by the Commission and approved by it. However,
in April 2019, SECP has issued draft Listed Companies (Code of Corporate Governance) Regulations, 2019
(Draft Regulations) in which above mentioned requirement is not mandatory. Therefore, once the proposed Draft
Regulations become applicable, the existing non-compliance will become redundant.

For and behalf of the Board.

Hanif Sattar
Chief Executive Officer

Mikio BANDO

Chairman

August 27, 2019
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TO THE MEMBERS OF OTSUKA PAKISTAN LIMITED

Review Report on the Statement of Compliance contained in Listed Companies (Code of Corporate
Governance) Regulations, 2017

We have reviewed the enclosed Statement of Compliance with the Listed Companies (Code of Corporate
Governance) Regulations, 2017 (the Regulations) prepared by the Board of Directors of Otsuka Pakistan
Limited (the Company) for the year ended June 30, 2019 in accordance with the requirements of
regulation 40 of the Regulations.

The responsibility for compliance with the Regulations is that of the Board of Directors of the Company. Our
responsibility is to review whether the Statement of Compliance reflects the status of the Company’s
compliance with the provisions of the Regulations and report if it does not and to highlight any non-
compliance with the requirements of the Regulations. A review is limited primarily to inquiries of the
Company’s personnel and review of various documents prepared by the Company to comply with the
Regulations.

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

The Regulations 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, its related party
transactions and also ensure compliance with the requirements of section 208 of the Companies Act, 2017.
We are only required and have ensured compliance of this requirement to the extent of the approval of the
related party transactions by the Board of Directors upon recommendation of the Audit Committee. We
have not carried out any procedures to assess and determine the Company’s process for identification of
related parties and that 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
Compliance does not appropriately reflect the Company’s compliance, in all material respects, with the
requirements contained in the Regulations as applicable to the Company for the year ended June 30, 2019.

Further, we highlight the instance of non-compliance with the requirement of the Regulations as reflected
in paragraph 19 of the Statement of Compliance where it is stated that the required number of Board
members have not acquired the prescribed certification under any director training program as mentioned
under the Regulations for meeting the requirement of mandatory Directors’ Training Program.

'LM@- RL«\{cQMh,.\ A_A_‘\

Chartered Accountants

Place: Karachi
Date: September 06, 2019

Member of
Deloitte Touche Tohmatsu Limited
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INDEPENDENT AUDITOR’S REPORT

TO THE MEMBERS OF OTSUKA PAKISTAN LIMITED

Report on the Audit of the Financial Statements
Opinion

We have audited the annexed financial statements of Otsuka Pakistan Limited (the Company), which
comprise the statement of financial position as at June 30, 2019, and the statement of profit or loss,
statement of comprehensive income, the statement of changes in equity, the statement of cash flows
for the year then ended, and notes to the financial statements, including a summary of significant
accounting policies and other explanatory information, and we state that we have obtained all the
information and explanations which, to the best of our knowledge and belief, were necessary for the
purposes of the audit.

In our opinion and to the best of our information and according to the explanations given to us, the
statement of financial position, statement of profit or loss, statement of comprehensive income, the
statement of changes in equity and the statement of cash flows together with the notes forming part
thereof conform with the accounting and reporting standards as applicable in Pakistan and give the
information required by the Companies Act, 2017 (XIX of 2017), in the manner so required and
respectively give a true and fair view of the state of the Company's affairs as at June 30, 2019 and of
the loss, other comprehensive income, the changes in equity and its cash flows for the year then ended.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicable in
Pakistan. Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are independent of
the Company in accordance with the International Ethics Standards Board for Accountants’ Code of
Ethics for Professional Accountants as adopted by the Institute of Chartered Accountants of Pakistan
(the Code) and we have fulfilled our other ethical responsibilities in accordance with the Code. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our

opinion.
Key Audit Matters

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

Member of
Deloitte Touche Tohmatsu Limited
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Following are the key audit matters.

Deloitte Yousuf Adil
Chartered Accountants

Key audit matters

How the matters were addressed
in our audit

Financial performance of the Company

(Refer note 1.2 to the annexed financial
statements)

The Company incurred loss before taxation of
Rs. 193.711 million during the year and as at
June 30, 2019, the current liabilities of the
Company exceeded its current assets by Rs.
501.132 million. While the Company earned
profits in last two years, the loss during the
current year was due to devaluation of Pak
Rupee against US Dollar, higher interest rates
and rising inflation, which was due to
changing macroeconomic conditions of the
country.

As disclosed in detail in note 1.2 to the
annexed financial statements, management
has prepared a five year plan considering
certain action steps based on which
management believes that the Company’s
financial position and profitability will improve
in the future.

We have considered this area to be a key
audit matter because this includes
management estimates and judgment
regarding the future performance of the
Company based on certain key steps and
market conditions.

Our audit procedures included the following:

s Checked that the Board of Directors have
approved the Plan (Projections) prepared
by management and assessed the
reasonability of the assumptions used;

e« Performed inquiry with the Chief Executive
Officer, Marketing Head and other officials
regarding the assumptions used under the
Plan;

¢ Analyzed reliability of the evidence
(internal or external) supporting the
management’s best-estimate
assumptions;

e Tested the overall mathematical accuracy
of the Projections; and

» Reviewed the adequacy of disclosures
made in the annexed financial statements.

Deferred Tax asset on unused tax losses
and Alternative Corporate Tax

(Refer note 8 to the annexed financial
statements)

At June 30, 2019, the Company recorded
deferred tax asset on unused tax losses and
Alternative Corporate Tax (ACT) amounted to
Rs. 136.213 million and Rs. 10.447 million
respectively.

The recognition of deferred tax asset in
respect of the above is permitted only to the
extent that it is probable that future taxable

QOur audit procedures included the following:

e Checked that the Board of Directors have
approved the Plan (or Projections) defined
by management, which forms the basis of
recognition of deferred tax asset;

e« Checked that, based on taxable profit
forecast, unused tax losses and ACT are
being utilized within the permitted period
of offset to utilize these tax benefits;

Member of
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S. Key audit matters How the matters were addressed
No. in our audit

profits will be available to utilize the benefit e Assessed the reasonableness of

from unused tax losses and ACT. assumptions used by management in

preparation of Projections;

We have considered this area to be a key
audit matter because significant judgement is | ¢ Tested the overall mathematical accuracy

required when assessing the projections of of the Projections; and

future taxable profits, which are based on

assumptions re_garding future business and « Reviewed the adequacy and completeness
economic conditions and other assumptions. of disclosures made in the annexed

financial statements as per the
requirements of International Financial
Reporting Standards.

Other matter

The financial statements of the Company for the year ended June 30, 2018 were audited by another
firm of Chartered Accountants who expressed an unmaodified opinion thereon vide their report dated
September 19, 2018.

Information Other than the Financial Statements and Auditor’s Report Thereon

Management is responsible for the other information. The other information comprises the information
included in the annual report of the Company for the year ended June 30, 2019, but does not include
the financial statements and our auditor’s report thereon.

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

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is a material misstatement
of this other information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of Management and Board of Directors for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with the accounting and reporting standards as applicable in Pakistan and the requirements
of Companies Act, 2017(XIX of 2017) and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material misstatement,

whether due to fraud or error.

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

Board of Directors are responsible for overseeing the Company’s financial reporting process.

Member of
Deloitte Touche Tohmatsu Limited
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Auditor’'s Responsibilities for the Audit of the Financial Statements

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

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

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

B Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s internal control.

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

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

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

We communicate with the board of directors regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control
that we identify during our audit.

We also provide the board of directors with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with the board of directors, we determine those matters that were of
most significance in the audit of the financial statements of the current period and are therefore the key
audit matters. We describe these matters in our auditor’s report unless law or regulation precludes
public disclosure about the matter or when, in extremely rare circumstances, we determine that a
matter should not be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

Member of
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Report on Other Legal and Regulatory Requirements
Based on our audit, we further report that in our opinion:

a) proper books of account have been kept by the Company as required by the Companies Act, 2017
(XIX of 2017);

b) the statement of financial position, the statement of profit or loss, statement of comprehensive
income, the statement of changes in equity and the statement of cash flows together with the
notes thereon have been drawn up in conformity with the Companies Act, 2017 (XIX of 2017) and
are in agreement with the books of account and returns;

c) investments made, expenditure incurred and guarantees extended during the year were for the
purpose of the Company’s business; and

d) 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

that Ordinance.

The engagement partner on the audit resulting in this independent auditor’s report is Nadeem Yousuf
Adil.

Natg, %Q@ue«h\ D_A_‘\

Chartered Accountants

Place: Karachi
Date: September 6, 2019

Member of
Deloitte Touche Tohmatsu Limited
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STATEMENT OF FINANCIAL POSITION
AS AT JUNE 30, 2019

ASSETS

Non-current assets

Property, plant and equipment
Intangible assets

Long-term loans - considered good
Long-term deposits

Deferred tax asset - net

Current assets

Stores and spares

Stock-in-trade

Trade debts (unsecured) - net

Loans and advances - considered good

Trade deposits, short-term prepayments and other receivables
Taxation

Bank balances

Total assets

EQUITY AND LIABILITIES
EQUITY

Share capital
Revenue reserves
Total shareholders' equity

LIABILITIES

Current liabilities

Short-term loan from a related party - unsecured
Trade and other payables

Unclaimed dividend

Short-term running finance - secured

Mark-up accrued

Total equity and liabilities

CONTINGENCIES AND COMMITMENTS

The annexed notes from 1 to 45 form an integral part of these financial statements.

A
- ; 1 7]
Hanif Sattar Mehtabuddin Feroz
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2018

---------- Rupees in '000 ----------

361,696 420,354
1,945 2,527
7,090 4,909
1,309 1,309

152,547 85,913

524,587 515,012

44,699 43,405
574,810 553,508
249,393 294,367

26,987 34,462

43,251 29,844

55,942 94,757

10,975 18,445

1,006,057 1,068,788
1,530,644 1,583,800

121,000 121,000

(97,545) 81,812

23,455 202,812

557,588 411,563

337,350 454,663
9,204 1,187

583,669 504,285

19,378 9,290

1,507,189 1,380,988
1,530,644 1,583,800

o

Sajid Ali Khan
Chief Financial Officer
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OsukaPakistan Limited

STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED JUNE 30, 2019

Net sales

Cost of sales

Gross profit

Selling and distribution expenses
Administrative and general expenses

Other income

Other expenses
Operating (loss) / profit

Finance cost
(Loss) / profit for the year before taxation

Taxation - net

(Loss) / profit for the year after taxation

Earnings per share - basic and diluted

The annexed notes from 1 to 45 form an integral part of these financial statements.
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Chief Executive Officer
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2019 2018
----- Rupees in '000 -----
1,884,753 1,869,013
(1,488,573) (1,299,217)
396,180 569,796
(257,148) (234,623)
(91,810) (87,217)
47,222 247,956
51,241 41,582
98,463 289,538
(226,196) (113,007)
(127,733) 176,531
(65,978) (38,523)
(193,711) 138,008
18,363 (72,702)
(175,348) 65,306
------------- Rupees ----====-=---
(14.49) 5.40

o

Sajid Ali Khan
Chief Financial Officer
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STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2019

e Otsuka

2019 2018
Note ----- Rupees in '000-----
(Loss) / profit for the year after taxation (175,348) 65,306
Other comprehensive income / (loss) for the year
Items that will not be reclassified subsequently to profit or loss
Remeasurement gain / (loss) on defined benefit plan 32.1.4 14,804 (511)
Tax on remeasurement of defined benefit plan (4,293) 153
10,511 (358)
Total comprehensive income for the year (164,837) 64,948

The annexed notes from 1 to 45 form an integral part of these financial statements.
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Hanif Sattar Mehtabuddin Feroz Sajid Ali Khan
Chief Executive Officer Director Chief Financial Officer
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2019

Balance as at July 1, 2017

Profit after taxation for the year
ended June 30, 2018

Other comprehensive loss for the year
Remeasurement gain / (loss) on defined benefit plan
Tax on remeasurement of defined

benefit plan

Total comprehensive income for the year

Transactions with owners recognised
directly in equity

Transfer to reserve for issue of bonus shares

Interim issue of bonus shares @ 10% for
the year ended June 30, 2018 declared
on October 25, 2017

Balance as at June 30, 2018

Loss after taxation for the year
ended June 30, 2019

Other comprehensive loss for the year
Remeasurement gain on defined benefit plan
Tax on remeasurement of

defined benefit plan

Total comprehensive income for the year
Transaction with owners

Final cash dividend for the year ended
June 30, 2018 @ Rs. 1.2 per share
declared on October 24, 2018

Balance as at June 30, 2019

Rakistan Limited

-
e Otsuka

Capital
Revenue reserves
Issued, reserve
subscn:lbed Reserve for Total
and paid-up K General Accumulated
. issue of Sub-total
capital reserve losses
bonus shares
Rupees in '000

110,000 - 367,500 (339,636) 27,864 137,864

- - - 65,306 65,306 65,306
- - - (511) (511) (511)

- - - 153 153 153
- - - (358) (358) (358)

- - - 64,948 64,948 64,948

- 11,000 (11,000) - (11,000) -

11,000 (11,000) - - - -
121,000 - 356,500 (274,688) 81,812 202,812
- - - (175,348) (175,348) (175,348)

- - - 14,804 14,804 14,804
- - - (4,293) (4,293) (4,293)

- - - 10,511 10,511 10,511
- - - (164,837) (164,837) (164,837)
- - (14,520) - (14,520) (14,520)

121,000 - 341,980 (439,525) (97,545) 23,455

The annexed notes from 1 to 45 form an integral part of these financial statements.
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Hanif Sattar
Chief Executive Officer
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STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2019

2019 2018

Note ~ ----- Rupees in '000-----
CASH FLOWS FROM OPERATING ACTIVITIES
Cash generated from operations 34 (11,012) 132,349
Taxes refunded / (paid) 13,749 (21,123)
Interest paid (55,890) (29,233)
Increase in long-term deposits - (14)
Increase in long-term loans (2,181) (290)
Net cash flows used in / generated from operating activities (55,334) 81,689
CASH FLOWS FROM INVESTING ACTIVITIES
Fixed capital expenditure incurred (27,443) (48,124)
Computer software purchased - (2,701)
Proceeds from disposal of property, plant and equipment 2,426 7,046
Net cash flows used in investing activities (25,017) (43,779)
CASH FLOWS FROM FINANCING ACTIVITIES
Dividend paid (6,503) -
Short-term loan paid to a related party - (89,050)
Net cash flows used in financing activities (6,503) (89,050)
Net decrease in cash and cash equivalents during the year (86,854) (51,140)
Cash and cash equivalents at the beginning of the year (485,840) (434,700)
Cash and cash equivalents at the end of the year 30 (572,694) (485,840)

The annexed notes from 1 to 45 form an integral part of these financial statements.
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Hanif Sattar Mehtabuddin Feroz Sajid Ali Khan
Chief Executive Officer Director Chief Financial Officer
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2019

1. THE COMPANY AND ITS OPERATIONS

Otsuka Pakistan Limited (the Company) was incorporated in Pakistan as a public limited company is listed on the Pakistan
Stock Exchange Limited. The registered office of the Company is situated at 30-B, S.M.C.H. Society, Karachi in the province
of Sindh, Pakistan. The Company is engaged in the manufacturing, marketing and distribution of intravenous infusions and
trading in pharmaceutical products, nutritional foods and medical equipment. The Company is an indirect subsidiary of Otsuka
Pharmaceutical Company Limited, Japan.

1.2 As at June 30, 2019, the current liabilities of the Company exceeded its current assets by Rs. 501.132 million (2018: Rs.
312.200 million). While the Company earned reasonable amount of profits in financial years 2017 and 2018 due to internal
efficiencies and price increases, during the current year, the Company has incurred loss primarily due to devaluation of Pak
Rupee against US Dollar, higher interest rates and rising inflation, which was due to changing macroeconomic conditions of
the country. This resulted in increase in cost of materials, overheads, finance cost and exchange loss on foreign currency
transactions / liabilities, which the Company cannot immediately pass on through selling price increase considering pricing
policies, as regulated by the Drug Regulatory Authority of Pakistan (DRAP). Though the matter of price increase has resolved
considerably, the price increase cannot be made on a regular basis and certain procedures have to be followed as per Drug
Pricing Policy, 2018.

Management believes that there are no imminent business and cash flow risks and has prepared a five years’ business plan
(the Plan) of the Company based on which the Company will be able to meet all its current and future liabilities as these fall
due. The Plan envisages gradual increase in the profit before tax of the Company on the basis of price increase on its
products, strict control over expenses, reduction in finance cost as a result of final settlement of short-term loans in future
years, attainment of greater sales volume through more robust sales promotion and change in the product mix. Management
believes that after the implementation of initiatives envisaged in the Plan, the Company is likely to have positive results in
future years enabling it to completely set-off the losses incurred in the current and prior years. Some of the key steps consid-
ered as part of the Plan are as follows:

- Constantly working on increasing the market share through promotional activities and marketing through introduc
tion of new products under the IV solution ambit;

- Introduction of new medical devices under the Company’s diagnostic division;

- Reduce discounts on products to increase margins;

- Increase prices of regulated products as allowed under the Drug Pricing Policy 2018; and

- Focus more on unregulated products with higher margin in order to counter the cost increases.
2. BASIS OF PREPARATION AND MEASUREMENT
2.1 Statement of compliance

These financial statements have been prepared in accordance with the accounting and reporting standards as applicable in
Pakistan. The accounting and reporting standards applicable in Pakistan comprise of:

- International Financial Reporting Standards (IFRS Standards) issued by the International Accounting Standards
Board (IASB) as notified under the Companies Act, 2017; and

- Provisions of and directives issued under the Companies Act, 2017.

Where provisions of and directives issued under the Companies Act, 2017 differ from the IFRS Standards, the provisions of
and directives issued under the Companies Act, 2017 have been followed.

2.2 Accounting convention

These financial statements have been prepared under the historical cost convention except that obligations in respect of
certain staff retirement benefits are carried at present value of defined benefit obligation less fair value of plan assets.
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2.3 Functional and presentation currency

Items included in the financial statements are measured using the currency of the primary economic environment in which the
Company operates. These financial statements are presented in Pakistan Rupee, which is the Company's functional and
presentation currency.

2.4 New standards, interpretations and amendments to published accounting and reporting standards that are effective
in the current year

2.4.1 The following standards, amendments and interpretations are effective for the year ended June 30, 2019. These standards,
interpretations and the amendments are either not relevant to the Company's operations or are not expected to have
significant impact on the Company's financial statements other than certain additional disclosures, except as otherwise
stated.

- IIFRS 9 'Financial Instruments' - This standard has superseded IAS 39 Financial Instruments: Recognition and
Measurement upon its effective date (refer note 2.4.2)

- Amendments to IFRS 2 'Share-based Payment' - Clarification on the classification and measurement of
share-based payment transactions

- IFRS 4 'Insurance Contracts': Amendments regarding the interaction of IFRS 4 and IFRS 9.

- IFRS 15 'Revenue from contracts with customers' — This standard has superseded IAS 18, IAS 11, IFRIC 13,
IFRIC 15, IFRIC 18 and SIC 31 (refer note 2.4.3)

- Amendments to IAS 40 'Investment Property': Clarification on transfers of property to or from investment property

- IFRIC 22 'Foreign Currency Transactions and Advance Consideration': Provides guidance on transactions where
consideration against non-monetary prepaid asset / deferred income is denominated in foreign currency.

Consequently, the following changes in accounting policies have taken place effective from July 01, 2018:
2.4.2 Impact of initial application of IFRS 9 Financial Instruments

In the current year, the Company has applied IFRS 9 'Financial Instruments' (as revised in July 2014) and which is effective
for annual periods beginning on or after January 01, 2018. Additionally, the Company adopted consequential amendments to
IFRS 7 Financial Instruments: Disclosures that were applied to the disclosures for the current year and to the comparative
year.

IFRS 9 introduced new

1) The classification and measurement of financial assets and financial liabilities,
2) Impairment of financial assets, and
3) General hedge accounting.

Details of these new requirements as well as their impact on the Company’s financial statements are described below:
The Company has applied IFRS 9 in accordance with the transition provisions set out in IFRS 9.
(a) Classification and measurement of financial assets

The date of initial application (i.e. the date on which the Company has assessed its existing financial assets and financial
liabilities in terms of the requirements of IFRS 9) is July 01, 2018. Accordingly, the Company has applied the requirements of
IFRS 9 to instruments that continue to be recognised as at July 01, 2018 and has not applied the requirements to instruments
that have already been derecognised as at that date. All recognised financial assets that are within the scope of IFRS 9 are
required to be measured subsequently at amortised cost or fair value on the basis of the Company’s business model for
managing the financial assets and the contractual cash flow characteristics of the financial assets.
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Specifically:

[ ] Debt instruments that are held within a business model whose objective is to collect the contractual cash flows, and that
have contractual cash flows that are solely payments of principal and interest on the principal amount outstanding, are
measured subsequently at amortised cost;

® Debtinstruments that are held within a business model whose objective is both to collect the contractual cash flows and
to sell the debt instruments, and that have contractual cash flows that are solely payments of principal and interest on
the principal amount outstanding, are measured subsequently at fair value through other comprehensive income
(FVTOCI);

® All other debt investments and equity investments are measured subsequently at fair value through profit or loss
(FVTPL).

When a debt instrument measured at FVTOCI is derecognised, the cumulative gain or loss previously recognised in other
comprehensive income is reclassified from equity to profit or loss as a reclassification adjustment. When an equity investment
designated as measured at FVTOCI is derecognised, the cumulative gain or loss previously recognised in other
comprehensive income is subsequently transferred to retained earnings.

Debt instruments that are measured subsequently at amortised cost or at FVTOCI are subject to impairment. See (b) below.

The directors of the Company reviewed and assessed the Company’s existing financial assets as at July 01, 2018 based on
the facts and circumstances that existed at that date and concluded that the initial application of IFRS 9 has had the following
impact on the Company’s financial assets as regards their classification and measurement:

® Financial assets classified as loans and receivables under IAS 39 that were measured at amortised cost continue to be
measured at amortised cost under IFRS 9 as they are held within a business model to collect contractual cash flows and
these cash flows consist solely of payments of principal and interest on the principal amount outstanding.

The following table and the accompanying notes below explain the original measurement categories under IAS 39 and the
new measurement categories under IFRS 9 for each class of the Company’s financial assets as at July 01, 2018.

Carryin Carrying
. . Original New rying amount on  Effect on July 01,
Financial assets and er s e .. amount as per |, ... . .
financial liabilities classification as classification as IAS 39 on Jul initial adoption 2018 on Retained
per IAS 39 per IFRS 9 01. 2018 y of IFRS 9 on Earnings
’ July 01, 2018

Financial assets
Long-term loans LR AC 4,909 4,909 -
Long-term deposits LR AC 1,309 1,309 -
Trade debts LR AC 294,367 294,367 -
Loans LR AC 5,759 5,759 -
Tradg deposits and other LR AC 16,003 16,003 )
receivables
Bank balances LR AC 18,445 18,445 -
Financial liabilities
Short-term loan from a OFL AC 411,563 411,563 )
related party
Trade and other payables OFL AC 338,612 338,612 -
Unclaimed dividend OFL AC 1,187 1,187 -
Short-term running finance OFL AC 504,285 504,285 -
Mark-up accrued OFL AC 9,290 9,290 -

-"LR" is loans and receivables
-"AC" is amortised cost
- "OFL" is other financial liabilities
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(b) Impairment of financial assets

In relation to the impairment of financial assets, IFRS 9 requires an expected credit loss model as opposed to an incurred
credit loss model under IAS 39. The expected credit loss model requires the Company to account for expected credit losses
and changes in those expected credit losses at each reporting date to reflect changes in credit risk since initial recognition of
the financial assets. In other words, it is no longer necessary for a credit event to have occurred before credit losses are
recognized.

Specifically, IFRS 9 requires the Company to recognise a loss allowance for expected credit losses on:

(1) Debt investments measured subsequently at amortised cost or at FVTOCI;

(2) Lease receivables;

(3) Trade receivables and contract assets; and

(4) Financial guarantee contracts to which the impairment requirements of IFRS 9 apply

In particular, IFRS 9 requires the Company to measure the loss allowance for a financial instrument at an amount equal to the
lifetime expected credit losses (ECL) if the credit risk on that financial instrument has increased significantly since initial
recognition, or if the financial instrument is a purchased or originated credit impaired financial asset. However, if the credit risk
on a financial instrument has not increased significantly since initial recognition (except for a purchased or originated credit
impaired financial asset), the Company is required to measure the loss allowance for that financial instrument at an amount
equal to 12 months ECL. IFRS 9 also requires a simplified approach for measuring the loss allowance at an amount equal to
lifetime ECL for trade receivables, contract assets and lease receivables in certain circumstances.

The consequential amendments to IFRS 7 have also resulted in more extensive disclosures about the Company’s exposure
to credit risk in the financial statements (see notes 11 for details).

(c) Classification and measurement of financial liabilities

A significant change introduced by IFRS 9 in the classification and measurement of financial liabilities relates to the
accounting for changes in the fair value of a financial liability designated as at FVTPL attributable to changes in the credit risk
of the issuer. This change has no impact on the classification and measurement of the Company’s financial statements.

(d) General hedge accounting

The new general hedge accounting requirements retain the three types of hedge accounting. However, greater flexibility has
been introduced to the types of transactions eligible for hedge accounting, specifically broadening the types of instruments
that qualify for hedging instruments and the types of risk components of non-financial items that are eligible for hedge
accounting. In addition, the effectiveness test has been replaced with the principle of an ‘economic relationship’.
Retrospective assessment of hedge effectiveness is also no longer required.

There is no impact of the said change on these financial statements as no hedge activity carried out by the Company during
the year ended June 30, 2019.

2.4.3 Impact of application of IFRS 15 Revenue from Contracts with Customers

In the current year, the Company has applied IFRS 15 'Revenue from Contracts with Customers' (as amended in April 2016)
which is effective for annual period beginning on or after July 01, 2018. IFRS 15 introduced a 5step approach to revenue
recognition. Far more prescriptive guidance has been added in IFRS 15 to deal with specific scenarios.
TheCompany’saccountingpoliciesforitsrevenuestreamsaredisclosedindetailinnote4.12below.TheapplicationoflFRS 15 does
not have a significant impact on these financial statements.

2.4.4 New standards, interpretations and amendments to published accounting and reporting standards that are not yet
effective in the current year

The following standards, amendments and interpretations to approved accounting and reporting standards would be effective
from the date mentioned below against the respective standards, amendments or interpretations:
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Effective date (accounting period
Standards, Interpretations or Amendments beginning on or after)

- IFRS 16 'Leases' - This standard will supersede IAS 17, January 01, 2019
IFRIC 4, SIC-15, SIC-27 upon its effective date (refer 2.4.1
for impact assessment)

- Amendments to IAS 28 'Investments in Associates and Joint January 01, 2019
Ventures' Long-term interests in Associates and Joint
Ventures

- Amendments to IAS 19 ‘Employee Benefits’. Plan amendment, January 01, 2019

curtailment or settlement

- IFRIC 23 'Uncertainty over Income Tax Treatments'. Clarifies January 01, 2019
the accounting treatment in relation to determination of
taxable profit (tax loss), tax bases, unused tax losses, unused
tax credits and tax rates, when there is uncertainty over
income tax treatments under IAS 12 'Income Taxes'.

- Amendments to References to the Conceptual Framework in January 01, 2020
IFRS Standards

- Amendments to IFRS 3 ‘Business Combinations’ Amendment January 01, 2020
in the d