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Pakistan Limited

Directors’ Report

The Directors are pleased to present accounts of the Company for the half year
ended December 31, 2019.

The composition of Board of Directors (“the Board”) and its sub-committees are as follows:

CATEGORY NAMES GENDER NAME OF BOARD NAME OF MEMBER
SUB-COMMITTEE
Executive Director Mr. Hanif Sattar (CEO) Mr. Moor Muhammad {Chairman)
Mr. Mikio Bando {Chairman) Audit Committee  |Mr. Daisuke Hashimoto
. . Mr. Mehtabuddin Feroz Mr. Mehtabuddin Feroz
Non-Executive Directors Male
Mr. Daisuke Hashimoto Mr. Noor Muhammad (Chairman)
- - Human Resource & . )
Mr. Suhari Mukti . Mr. Daisuke Hashimoto
Remuneration
. Mr. Noor Muhammad . Mr. Mehtabuddin Feroz
Independent Directors - - Committee )
Mrs. Navin Salim Merchant Female Mr. Hanif Sattar

Business Review

Sales for the half year ended December 31, 2019 have increased by 24.2% as
compared to same period last year mainly due to sales mix and price adjustment.
Further with strict cost control and rationalization of sales discounts your Company
has achieved a gross profit margin of 29% as compared to 23% in the previous half
year.

Selling and distribution expenses have increased by 14.4 % which is in line with the
increase in sales of the Company. Administrative expenses have also increased by
13.7% due to record breaking inflation in Pakistan during 2019. However with a
stable exchange rate during last six months, other expenses of the Company have
significantly reduced by 67% and other income has grown steadily as well.

It is good to see that your company has shifted from the loss per share of Rs.
(6.43) in the corresponding period last year to earnings per share of Rs. 4.01
during the half year ended December 31, 2019.

Future Outlook

Keeping in view the economic growth prospects for the year 2020 and consistent
improvement in government policies, we foresee good business opportunities.
Therefore the Company intends to continue its policy for the introduction of new
value added products.

On behalf of the Board

Mehtabuddin Feroz Hanif Sattar
Director Chief Executive Officer
Karachi

Dated: February 25, 2020
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Del Oi tte @ Deloitte Yousuf Adil

Chartered Accountants

Cavish Court, A-35, Biock 7 & 8
KCHSU, Shahrah-e-Faisal
Karachi-75350

Pakistan

Tel: +92 (0) 21 3454 6494-7
Fax: 492 (0) 21- 3454 1314

www.deloitte.com

INDEPENDENT AUDITOR’S REVIEW REPORT
TO THE MEMBERS OF OTSUKA PAKISTAN LIMITED
Report on review of Interim Financial Statements
Introduction

We have reviewed the accompanying condensed interim statement of financial position of Otsuka Pakistan Limited as at
December 31, 2019 and the related condensed interim statement of profit or loss, condensed interim statement of
comprehensive income, condensed interim statement of changes in equity, and condensed interim statement of cash
flows, and notes to the condensed interim financial statements for the half year then ended (here-in-after referred to as
the “interim financial statements”). Management is responsible for the preparation and presentation of these interim
financial statements in accordance with accounting and reporting standards as applicable in Pakistan for interim financial
reporting. Our responsibility is to express a conclusion on these interim financial statements based on our review.

The figures reported in the condensed interim statement of profit or loss and condensed interim statement of
comprehensive income for the quarters ended December 31, 2019 and December 31, 2018 have not been subject to
limited scope review, as we are only required to review the cumulative figures for the half year ended December 31, 2019.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410, ‘Review of Interim
Financial Information Performed by the Independent Auditor of the Entity’. A review of interim financial statements
consists of making inquiries, primarily of persons responsible for financial and accounting matters, and applying analytical
and other review procedures. A review is substantially less in scope than an audit conducted in accordance with
International Standards on Auditing and consequently does not enable us to obtain assurance that we would become
aware of all significant matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion
Based on our review, nothing has come to our attention that causes us to believe that the accompanying interim financial
statements are not prepared, in all material respects, in accordance with the accounting and reporting standards as

applicable in Pakistan for interim financial reporting. The engagement partner on the review resulting in this independent
auditor’s review report is Nadeem Yousuf Adil.

Mtoie dauey A
Chartered Accountants

Place: Karachi
Date: February 28, 2020

Member of
Deloitte Touche Tohmatsu Limited
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CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION
AS AT DECEMBER 31, 2019

(Unaudited) (Audited)

December 231, June 30,
2019 2019
Rupees in 000 —-

ASSETS

Non-current assets

Property, plant and equipment 361,696
Intangible assets 1,666 1,944
Long-term loans - considered good 7,645 7.090
Long-term deposits 1,309 1,309
Deferred tax asset - net 127,264 152 547

476,809 524 587

Current assets

Stores and spares 39,787 44 699
Stock-in-trade 625,672 574,810
Trade debts (unsecured) - net 373,167 249,393
Loans and advances - considered good 14,528 26,930
Trade deposits. short-term prepayments and other receivables 44,919 43,251
Taxation - net 55,429 55,942
Bank balances 9,840 10,9745

1,163,342 1,006,000
Total assets 1,640,151 1,530,587

EQUITY AND LIABILITIES
Equity

Share capital

Authorized
20,000,000 ordinary shares of Rs. 10 each 200,000

Issued, subscribed and paid-up
12,100,000 ordinary shares of Rs. 10 each 121,000

Revenue reserves (97,545)
Total shareholder's equity 23455
LIABILITIES

Current liabilities

Trade and other payables 507,160 337,293
Accrued mark-up 19,511 19,378
Short-term loan from a related party - unsecurad 534,562 557,588
Short-term running finance - secured 503,808 583,669
Unclaimed dividend 3,188 9,204

1,568,229 1,607,132
Total equity and liabilities 1,640,151 1,630,587
CONTINGENCIES AND COMMITMENTS 1

The annexed notes 1 to 22 form an integral part of these condensed interim financial statements.

'
M 1t V%VU’L

Hanif Sattar Mehtabuddin Feroz Sajid Ali Khan
Chief Executive Officer Director Chief Financial Officer
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CONDENSED INTERIM STATEMENT OF PROFIT OR LOSS (UNAUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2019

Half year ended Quarter ended
December 31, December 31,

2019 2018 2018
- Rupees in "000 —

Net sales 1,076,516 866,967 542,412 425 433

Cost of sales (761,840) (668.580) (376,005) (320.452)

Gross profit 314,676 198,407 166,407 95,981
Selling and distribution expenses (143,813) (125,660) (69,766) (64,388)

Administrative and general expenses (50,992) (44,858) (25,360) (22.596)

119,871 27889 71,281 8.997
Other income 42,894 13,379 25,082 7.185

162,765 41,268 96,363 16.182
Other expenses (32,144) (98.285) (27,500) (92.640)

Operating profit / (loss) 130,621 (57.017) 68,863 (76.458)
Finance cost (40,607) (27,144) (16.098)

Profit / (loss) for the period before taxation 0,014 (84,161) 48,660 (92,556)

Taxation - net (41,547) 6,395 11,205

Profit / (loss) for the period after taxation 48,467 (77.766) (81.351)

Earnings per share - basic and diluted

The annexed notes 1 to 22 form an integral part of these condensed interim financial statements.

7
g Ygudgon
Hanif Sattar Mehtabuddin Feroz Sajid Ali Khan
Chief Executive Officer Director Chief Financial Officer
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CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (UNAUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2019

Half year ended
December 31,

o Oftsuka

Quarter ended
December 31,

2018

Profit / (loss) for the period after taxation 48,467 (77,766)

Other comprehensive income:

Items that will not be reclassified to statement of profit or loss

2018

(81.351)

Remeasurement of defined benefit plan

Deferred tax on remeasurement of defined
benefit plan

Total comprehensive income / (loss) for the period 48,467 (77.766)

(81,351)

The annexed notes 1 to 22 form an integral part of these condensed interim financial statements.

et e
Hanif Sattar Mehtabuddin Feroz
Chief Executive Officer Director

%

Sajid Ali Khan
Chief Financial Officer
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CONDENSED INTERIM STATEMENT OF CASH FLOWS (UNAUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2019
Half year ended
December 31
2019 2018
Rupees in "000 —-

CASH FLOWS FROM OPERATING ACTIVITIES
Profit / {loss) for the period before taxation 90,014 (84.161)

Adjustment for non-cash charges and other items:
Depreciation 43,259 42830
Amortisation 279 29
Gain on disposal of operating fixed asset - net (1.269)
(Reversal of provision) / provision against slow moving and obsolete
stock-in-trade (3,253)
Workers' profits participant fund 4,495
Central research fund 900
Exchange (gain) / loss - net (19,164)
Provision / (reversal of provision) against stents held with hospitals - net 2,958
Provision against doubtful trade debts 11,938
Finance cost 40,607
Provision for compensated absences 2,750
Provision for staff retirement benefit fund 395

Operating cash flows before working capital changes 173,909

(Increase) / decrease in current assets

Stores and spares 4,912 (3,395)
Stock-in-trade (50,567) (126.668)
Trade debts - unsecured (135,712) (28.687)
Loans and advances - considered good 12,402 15,008
Trade deposits. short-term prepayments and other receivables (1.668) (20.440)

Increase / {decrease) in current liabilities
Trade and other payables 158,704 (56,328)
Cash generated from / (used in) operations 161,980 (137.288)

Interest paid (40,474) (21.892)
Taxes paid (15,752) 1.321
Increase in long-term loans (555) (82)
Compensated absences paid (1,239) (719)

Net cash generated / (used in) from operating activities 103,960 (158.660)
CASH FLOWS FROM INVESTING ACTIVITIES

Additions to property, plant and equipment (23,467) (5.148)
Proceeds from disposal of property, plant and equipment 4,249 g

Net cash used in investing activities (19,218) (5.138)

CASH FLOWS FROM FINANCING ACTIVITIES

Dividend paid (6,016)] | (5.430)]
Net cash used in financing activities (6,016) (6.480)

Net increase / (decrease) in cash and cash equivalents 78,726 (170,278)

Cash and cash equivalents at the beginning of the period (572,694) (485,147}

Cash and cash equivalents at the end of the period 21 (493,968) (655,425)

The annexed notes 1 to 22 form an integral part of these condensed interim financial statements.

7 Hanif Sattar Mehtabuddin Feroz Sajid Ali Khan
Chief Executive Officer Director Chief Financial Officer

o
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CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY (UNAUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2019

Revenue reserves

Issued,

subscribed
and paid-up  General reserve  ~cCUMUlated g otal

capital losses

Rupees in "000

Balance as at June 30, 2018 (audited) 121.000 356,500 (274,688) 81,812 202,812
Total comprehensive loss for the half year

ended December 31, 2018 (77,766} (77.766) (77.766)
Transaction with owners

Final cash dividend for the year ended
June 30, 2018 @ Rs. 1.2 per share
declared on October 24, 2018 (14,520) (14,520) (14,520)

Balance as at December 31, 2018 121,000 341,980 (352 454) (10.474) 110,526

Balance as at June 30, 2019 (audited) 341,980 {439,525) (97.545)

Total comprehensive income for the half year
ended December 31, 2019 - 48,467 48,467

Transaction with owners

Balance as at December 31, 2019

The annexed notes 1 to 22 form an integral part of these condensed interim financial statements.

_ »7
gt hgar- o
Hanif Sattar Mehtabuddin Feroz Sajid Ali Khan
Chief Executive Officer Director Chief Financial Officer
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2019

THE COMPANY AND ITS OPERATIONS

Otsuka Pakistan Limited (the Company) was incorporated in Pakistan as a public limited company under the repealed
Companies Ordinance, 1984 (now Companies Act, 2017) and 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. It 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.

Karachi Purpose Hub Purpose

30-B, 5.M.C H. Society, Karachi Head office F/4-9, HIT.E., Hub, Balochistan, Factory
Hub Industrial And Trading Estates,
Hub, Las Bela, Balochistan

As at December 31, 2019, the current liabilities of the Company exceeded its current assets by Rs. 404.887 million (June
2019 Rs. 501.132 million). However the Company has eamed some profits during the period ended December 31, 2019. This
has resulted in improvement of current ratio from 0.66 to 0.74. It is also expected that the trend will continue due to internal
efficiencies and effective implementation of Company's strategic plan.

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 mare robust sales promotion and change in the product mix. Management
believes that after the implementation of initiatives emvisaged in the Plan, the Company is likely to have positive results in
future years as also evident during the half year ended December 31, 2019 enabling it to completely set-off the losses incurred
in the prior years. Some of the key steps considered as part of the Plan are as follows:

Constantly working on increasing the markst share through promotional activities and marketing through introduction 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.
BASIS OF PREPARATION
Statement of compliance

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

International Accounting Standard 34: ‘Interim Financial Reporting’ (IAS - 34), 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 the provisions of and directives issued under the Companies Act, 2017 differ from the requirements of IAS-34. the
provisions of and directives issued under the Companies Act, 2017 have been followed.

The disclosures made in these condensed interim financial statements have, however, been limited based on the requirements
of IAS-34. These condensed interim financial statements do not include all the information and disclosures which are required
in a full set of financial statements and should be read in conjunction with the annual audited financial statements of the
Company for the year ended June 30, 2019. However, selected explanatory notes are included to explain events and
transactions that are significant to an understanding of the changes in the financial position and performance since the last
financial statements of the Company.

These condensed interim financial statements are unaudited. However, a limited scope review has been performed by the
external auditors in accordance with the requirements of the section 237 of Companies Act, 2017

The comparatives in the condensed interim statement of financial position as at December 31, 2019 have been extracted from
the audited financial statements of the Company for the year ended June 30, 2019, whereas, the comparatives in the
condensed interim statement of profit or loss, condensed interim statement of comprehensive income, condensed interim
statement of changes in equity and condensed interim statement of cash flows have been extracted from the unaudited
condensed interim financial statements of the Company for the half year ended December 31, 2018.

(10
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Basis of measurement

These condensed interim 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 (for which the last valuation was carried out on June 30, 2019) and stock-in-trade is carried at the lower of cost and net
realizable value.

Functional and presentation currency

These condensed interim financial statements have been presented in Pak Rupees which is the functional and presentation
currency of the Company.

SIGNIFICANT ACCOUNTING AND RISK MANAGEMENT POLICIES, ESTIMATES AND JUDGMENTS
Significant accounting policies
The significant accounting policies and the methods of computation adopted in the preparation of these condensed interim

financial statements are the same as those applied in the preparation of the annual audited financial statements for the year
ended June 30, 2019 except for certain changes in accounting policies as stated in note 3.1.2 below.

9 F

Changes in due to of certain standards

The following change in accounting policy has taken place effective from July 01, 2019 due to adoption of IFRS 16 ‘Leases’,
which became effective for the Company from July 01, 2019.

In January 2016, the IASB published the new standard for lease accounting. IFRS 16 ‘Leases’, which replaces the existing
rules contained in IAS 17 'Leases’, IFRIC 4 ‘Determining Whether an Arrangement Contains a Lease’, SIC-15 ‘Operating
Leases — Incentives’ and SIC-27 ‘Evaluating the Substance of Transactions Involving the Legal Form of a Lease’. The new
standard is to be applied for annual periods beginning on or after January 1, 2019. The standard introduces a single lessee
accounting model. by removing the distinction between operating and finance lease and requiring the recognition of a right-of-
use asset (for granted rights of use of the underlying asset) and a lease liability representing its obligation to make lease
payments at commencement for all leases, except for short-term leases and leases of low value assets. It eliminated the
requirement if IAS 17 for lessee to classify lease contracts as either operating leases — without recognizing the respective
assets or liabilities — or as finance leases. However, IFRS 16 contains optional recognition exemptions. As in the previous
standard. IAS 17, lessors still have to differentiate between finance and operating leases.

In addition, leasing expenses are no longer presented as operating cash outflows in the statement of cash flows, but instead
are included as part of the financing cash outflow. Interest expense from the newly recognized lease liability are presented in
cash flow from operating activities. The Company applied IFRS 16 for the first time as of July 01, 2019, retrospectively and
without restating the prior-year figures, accounting for the aggregate amount of any transition effects by way of an adjustment
to equity and presenting the comparative period in line with previous rules. In this connection, various practical expedients can
be applied as of the transition date for lease agreements in which Company is the lessee. The Company used the exemption
available under IFRS 16 for the rental agreements which are due to be expired within 12 months from the initial application (i.e.
July 01, 2019) and the Company has exercised the option of exempting intangible assets from the scope of application of IFRS
16, accordingly, the adoption of IFRS 16 does not have any significant impact on these condensed interim financial
statements.

However, in the annual financial statements, the Company will apply IFRS 16 to the rental agreements to be entered during the
remaining part of the year. on which following effects are anticipated: Instead of the minimum lease payments arising from
operating leases being presented under other financial commitments, application of IFRS 16 will increase noncurrent assets by
requiring the recognition of rights of use assets. Similarly, financial liabilities will be increased by recognition of the
corresponding lease liabilities. In the statement of profit or loss, the amortization of rights of use of assets and the interest
expense for the liabilities will be recognized in place of the expenses for operating leases. In the statement of cash flows, IFRS
16 will probably lead to an improvement in the operating cash flows by reducing cash outflows for operating activities, while the
repayment component of lease payments and the interest expense will be recognized in the financing cash flow.

Leases - Lease liability and right-of use asset

At inception of a contract, the Company assesses whether a contract is, or contains, a lease based on whether the contract
conveys the right to control the use of an identified asset for a period of time in exchange for consideration. Lease terms are
negotiated on an individual basis and contain a wide range of diffierent terms and conditions with respect to all lease
arrangements in which it is the lessee, except for short-term leases (defined as leases with a lease term of 12 months or less)
and leases of low value assets (such as tablets and personal computers, small items of office furniture and telephones). For
these leases, the Company recognises the lease payments as an operating expense on a straight-line basis over the term of
the lease unless another systematic basis is more representative of the time pattern in which economic benefits from the
leased assets are consumed. From January 01, 2019, leases are recognised as a right-of-use asset and a coresponding
liability at the date at which the leased asset is available for use by the Company.
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The lease liability is initially measured at the present value of the lease payments that are not paid at the commencement
date, discounted using the rate implicit in the lease, or if this rate cannot be readily determined, the Company uses its
incremental borrowing rate.

Lease payments include fixed payments, variable lease payment that are based on an index or a rate amounts expected to be
payable by the lessee under residual value guarantees. the exercise price of a purchase option if the lessee is reasonably
certain to exercise that option, payments of penalties for terminating the lease, if the lease term reflects the lessee exercising
that option, less any lease incentives receivable. The extension and termination options are incorporated in determination of
lease term only when the Company is reasonably certain to exercise these options.

The lease liability is subsequently measured (at amortised cost) by increasing the carrying amount to reflect interest on the
lease liability using the effective interest method and by reducing the carrying amount to reflect the lease payments made. It is
remeasured when there is a change in future lease payments arising from a change in fixed lease payments or an index or
rate, change in the Company's estimate of the amount expected to be payable under a residual value guarantee, or if the
Company changes its assessment of whether it will exercise a purchase, extension or termination option. The corresponding
adjustment is made to the camying amount of the right-of-use asset, oris recorded in profit and loss if the carrying amount of
right-of-use asset has been reduced to zero.

The right-of-use asset is initially measured based on the initial amount of the lease liability adjusted for any lease payments
made at or before the commencement date, plus any initial direct costs incurred and an estimate of costs to dismantle and
remove the underlying asset or to restore the underlying asset or the site on which it is located. less any lease incentive
received. The right-of-use asset is depreciated on a straight line method aver the shorter of lease-term or assets economic life
as this method most closely reflects the expected pattern of consumption of future economic benefits. The right-of-use asset
is reduced by impairment losses, if any, and adjusted for certain re-measurements of the lease liability.

Variable rents that do not depend on an index or rate are not included in the measurement of the lease liability and the right-of-
use asset. The related payments are recognised as an expense in the period in which the event or condition that triggers those
payments occurs and are included in the line “Operational cost” in the statement of profit or loss.

There are certain other amendments and interpretations to accounting and reporting standards which are mandatory for the
Company's annual accounting period which began on July 1, 2019. However, these do not have any significant impact on the
Company's financial reporting and, therefore, have not been detailed in these condensed interim financial statements.

Financial risk management

The Company's financial risk management objective and policies are consistent with those disclosed in the annual audited
financial statements of the Company for the year ended June 30, 2019.

Fair value of financial asset and liabilities

The carrying value of financial assets and financial liabilities reported in these condensed interim financial statements
approximates their fair values.

Estimates and Judgements

Estimates and judgments made by management in the preparation of these condensed interim financial statements are same
as those applied in the preparation of the annual audited financial statements of the Company for the year ended June 30,
2019.

{Unaudited) (Audited)
December 31, June 30,
2019 2019
Rupees in "000

PROPERTY, PLANT AND EQUIPMENT

Operating fixed assets . 317,445 350,998
Capital work-in-progress . 21,480 10.698

338,925 361,696
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The following additions to and disposals from operating fixed assets have been made during the period:

(Unaudited) (Unaudited)
Half year ended Half year ended
December 31, 2019 December 31, 2018
Addition - at HE= 3 bo:kat Addition - at  Disposal - at net
cost ne cost book value
value

______ Rupees "000-— —— Rupees '000—
Operating fixed assets
Building on leasehold land - 82 - -
Plant and machinery 6,603 - 5.468 -
Fumniture, fixtures and equipment 3,188 - 393 -
Vehicles 2,894 2,898 - -
Total 12,685 2,980 5.861 -

Orthopedic kits, power tool sets and femoral holders amounting to Rs. 9.913 million, Rs. 0.895 million and Rs. 0.387

million {June 30. 2019: Rs. 11.772 millien, Rs. 1.037 million and Rs. 0.445 million) respectively have been acquired with the
funds of the Company but are not in the possession of the Company. These assets have been given by the Company to Vikor
Enterprises (Private) Limited for the purpose of assembling and fitting knee implant.

(Unaudited) (Audited)
December 31, June 30,
2019 2018
Note —— Rupees in "000 ——
Capital work-in-progress
Stores and spares held for capital expenditure 5132 5.561
Others 16,348 5,137
21,480 10,698
DEFERRED TAX ASSET - NET
Deferred tax asset - net 5.1 127,264 152,547

This includes deferred tax recorded on unabsorbed tax depreciation amounting to Rs. 93.714 million (June 30, 201%: Rs.
101.444 million).

The Company carries out periodic assessment to assess the benefit of unused tax losses and Alternative Corporate Tax (ACT)
as the Company would be able to carry forward and set off against the profits eamed in future years. The deferred tax asset
recognised against unused tax losses and altemative corporate tax represents the management’s best estimate of probable
benefit expected to be realised in future years in the form of reduced tax liability. The amount of this benefit has been
determined based on a business plan of the Company for the next five years (refer note 1.2). The business plan involves certain
key assumptions underlying the estimation of future taxable profits estimated in the plan. The determination of future taxable
profit is most sensitive to certain key assumptions such as product pricing, future price increase of the Company's products,
sales forecast. cost of material, supply arrangements. product mix, oil prices, exchange rates etc. expected to be achieved
during the next five years. Any significant change in the aforementioned key assumptions may have an effect on the realisibility
of the deferred tax asset. Management believes that it is probable that the Company will be able to achieve the profits projected
in the business plan and consequently the deferred tax asset may be fully realised in future years.

Based on pattern of utilisation from future expected taxable profit, the Company has not recognised deferred tax on minimum
tax amounting to Rs. 75.041 million (June 30, 2019: Rs. 58.982 million).

(Unaudited) (Audited)
December 31, June 30,
2019 2019
STOCK-IN-TRADE Note - Rupees in "000 -
Raw and packing materials
- in hand 117,767 159,610
- in transit 94,518 53.751
212,285 213,361
Work-in-progress 12,177 6,354
Finished goods
- in hand 6.1 402,329 338,292
- in transit 15,354 33571
417,683 371.863
642,145 591,578
Less:
Praovision against slow maving and obsolate stock-in-trade | (2,095}‘ | (5,348)
Provision against stents held with hospitals (14,378)| (11.420)
(16,473) (16.768)
625,672 574,810

®
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These includes items costing to Rs. 1.3 million {June 30, 2019: Rs. 24.964 million) that have been valued at their net realisable
value amounting to Rs_ 0.9 million (June 30, 2019: Rs_ 21.049).

(Unaudited) (Audited)
December 31, June 30,
2019 2019
Note —— Rupees in 000

TRADE DEPOSITS, SHORT-TERM PREPAYMENTS AND OTHER RECEIVABLES

Trade deposits 71 36,279

Short-term prepayments 6,176 7.462
Sales tax refundable - 3.865
Other receivables 684 9,594
Surplus to staff retirement benefit funds 1,780 6,094

44,919 43,251

This includes 100% cash margin of Rs. 14.6 million {June 30, 2019: Nil) equivalent to import value against import of goods
specified by SBP via BPRD circular no. 02 of 2017 and BPRD circular no. 05 of 2018.
(Unaudited) (Audited)
December 31, June 30,
2019 2019
- Rupees in "000
TRADE AND OTHER PAYABLES

Creditors 75,503

Bills payable R 180,594 97.671
Accrued liabilities 137,360 96,715
Payable to Employees Provident Fund 3,192 2,798
Provision for employees short-term compensated absences 21,635 20,123
Sales tax payable » 35,366 33403
Retention money 930 930
Security deposits 1,666 1.666
Workers' Welfare Fund 126 725
Woaorkers' Profits Participation Fund 4,495 -
Central Research Fund 899 -
Advances from customers 28,186 13,746
Other liabilities B 16,608 10,2068

507,160 337.293

These include amounts payable to the related parties as at the end of the period aggregating to Rs_ 102.5 million (June 30,
2019: Rs. 59.550 million).

This amount includes provision for sales tax in respect of imported materials of polyethylene (for IV solutions).

The Company has filed a suit in the Sindh High Court (SHC) on May 17, 2016 against the impasition of sales tax under the
Sales Tax Act, 1990 with respect to raw and packing material being imported and purchased locally by the Company for
manufacturing pharmaceutical products. The SHC has passed an interim order in favour of the Company maintaining that items
fetching lesser customs duty than ten percent ad valorem, may not be subject to the levy of sales tax. This matter is at the
stage of hearing of applications. As at December 31, 2019, the Company has availed sales tax exemption under the said stay
order by providing bank guarantees amounting to Rs 6.688 million (June 30, 2019: 7.801 million) on imported packaging
material. Management, however, as a matter of abundant caution, has recorded full provision of Rs. 6.688 million (June 30,
2019: 7.801) in these financial statements.

This amount includes regulatory duty payable in respect of imported pharmaceutical products that are required for
manufacturing purposes.

On October 16, 2017, the Federal Board of Revenue imposed regulatory duty on import of specified pharmaceutical products
vide SRO 1035 (12017 In this regard, the Company has filed constitutional petitions in the Honorable Sindh High Court on
April 13, 2018, April 26, 2018, May 9, 2018 and June 27, 2018 against the levy of aforementioned duty. An interim relief has
been granted by the Honorable Sindh High Court. As per the interim relief, the Company is required to pay half of the regulatory
duty. For the remaining half, the Company was required to give security by way of bank guarantee / pay order, either to the
satisfaction of the Collectorate concerned or the Nazir of the Court. The Company has paid half of the regulatory duty and has
submitted bank guarantees for the remaining half to the Collectorate concemed. The management, as a matter of abundant
caution, has recorded full provision for the amount of regulatory duty given as bank guarantee amounting to Rs. 10.9 million
(June 30, 2019: Rs. 4.548 million) in these condensed interim financial statements.
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SHORT-TERM LOAN FROM A RELATED PARTY - UNSECURED
In foreign currency

Loan from Otsuka Pharmaceutical Factory, Inc. 91 534,562 557,588

This represents foreign currency denominated loan obtained in three tranches of JPY 125 million each, drawn down on
February 26. 2015, April 27, 2015 and July 27, 2015, repayable on or before February 25, 2016, April 26, 2016 and July 26,
2016 respectively. These were roll forwarded annually multiple times and are now repayable on or before February 25, 2020,
April 26, 2020 and July 26, 2020 respectively.

Mark-up is being charged on the outstanding amount at LIBOR + 0.40% (June 30, 2019: LIBOR + 0.40%) per annum and is
payable semi-annually in arrears.

(Unaudited) (Audited)
December 31, June 30,
SHORT-TERM RUNNING FINANCE - SECURED 2019 2019
Rupees in 000
From banking companies

Short-term running finance utilised under mark-up
arrangements - secured A 583,669

Particulars of short-term running finance - secured

Frequency | Facility (Unaudited) (Audited)
Security of mark-up | expiry | December 31, June 30,
payment date 2019 2019

Limit in Mark-up

Bank Rs '000 rate

Rupees in "000

Citi Bank 765,000 1 month 1) Registered Joint Quarterly  March 31, 403,209 396,712
KIBOR + Pari-passu Charge on 2020
0.50% p.a. Fixed Assets of Plant
& Machinery for PKR
432 min
&
2) Registered Joint
Pari-passu Charge on
Current Assets for
PKR 778 min

Bank 185,000 3 months  (a) Registered Joint Quarterly  January 31, 143,956
Alfalah KIBOR + 2% pari passu charge over 2020
Limited pa stocks and

receivables of Rs. 147

million

(b) Registered Joint

pari passu charge over

land and building for

Rs 51 million

(c) Registered Joint

pari passu charge over

plant and machinery

of Rs 121 million

The Bank 41,000 3 months (a) Registered Joint Quarterly  March 31,
of Punjab KIBOR + pari passu charge over 2020
1.00% p.a. stocks and

receivables of Rs 23

million;

(b) Registered Joint

pari passu charge over

land and building for

Rs 15 million; and

(c) Registered Joint

pari passu charge over

plant and machinery

of Rs 17 million

991,000 503,808 583,669

* The Company has applied for the renewal of the working capital for further twelve months ending January 31, 2021 with The
Bank Alfalah Limited, and expects that the facility would get renewed soon.

®
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Details of import letters of credit (sight / usance / acceptance) and letters of guarantee

The facilities relating to import letter of credit (sight / usance / acceptance) available from conventional banks as at December
31. 2019 amounted in aggregate to Rs. 190 million (June 30.2019: Rs. 190 million) in respect of which the Company has
exercised its option to utilise a part of the total facility limit of Rs 40. million {June 30, 2019: Rs. 40 million) for issuance of
letters of guarantee. The amount remaining unutilised as at December 31, 2019 amounted to Rs. 163.153 million (June 30,
2019: Rs_ 98.641 million).

In addition, a facility for guarantee available from banks as at December 31, 2019 amounted to Rs. 115 million {June 30, 2019:
Rs. 115 million) of which the Company has an option to utilise Rs. 25 million {June 30, 2019: Rs. 25 million) for the issuance of
letters of credit and Rs. 40 million (June 30, 2019: Rs 40 million) for obtaining running finance. The amount remaining unutilised
at December 31, 2019 amounted to Rs. 66.065 million (June 30, 2019: Rs. 66.114 million).

(Unaudited) (Audited)

December 31, June 30,
2019 2019
—— Rupees in "000

CONTINGENCIES AND COMMITMENTS
Commitments in respect of:

Capital expenditure contracted for but not incurred 2,469

Letters of credit 3,408 51,359

Letters of guarantee 62,069 48,886

There has been no significant change in contingencies as disclosed in notes 20.2 and 20.3 to the annual audited financial
statements of the Company for the year ended June 30, 2019.

There were no other contingencies and commitments outstanding as on December 31, 2019.

(Unaudited) (Unaudited)

December 31, December 31,
2019 2018
NET SALES - Rupees in "000 -

Sales (net of returns of Rs. 0.54 million;
December 31, 2018: Rs. 22.341 million) 1,203,356 984,059

Less: sales tax (12,367) (10,830)

1,190,989 973,229
Less: discounts (114,473) (106,242)

1,076,516 666,967

(Unaudited) (Unaudited)
December 31, December 31,
2019 2018
- Rupees in "000 —-
OTHER INCOME

Late payment surcharges from Hospital Supply Corporation - a related party 10,300 4,089
Gain on disposal of operating fixed asset - net 1,269 8
Scrap sales 7,819 8,564
Reversal of provision against stents held with hospitals - net - 635
Reversal of provision against slow moving and obsolete stock-in-trade 3,253 -

Exchange gain - net 19,164 -

Others 1,089 33

42,394
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OTHER EXPENSES

Exchange loss - net

Auditor's remuneration

Donations

Worker's profits participation fund

Central research fund

Provision against doubtful trade debts

Provision against slow moving and obsolete stock-in-trade
Provision against stents held with hospitals - net

Bank charges and commission

Others

TAXATION - NET

Current

- for the year 151 16,265 14,144
- for prior years 73

16,265 14,217
Deferred 25,282 (20,612)

15.2 41,547 (6,395)

The income tax assessments of the Company have been finalised by the Income Tax Department / deemed to be assessed
under section 120 of the Income Tax Ordinance, 2001 upto tax year 2019. Contingencies in respect of taxation are same as
detailed in annual financial statements of the Company for the year ended June 30, 2019.

Tax charge mainly represents minimum tax payable under the Income Tax Ordinance, 2001, and for this reason, relationship
between tax expense and accounting profit has not been presented.

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, P.T.
Otsuka Indonesia, Otsuka Pharmaceutical Company. Shanghai Micro port Medical (Group) Company Limited, Otsuka Welfare
Clinic, etc.), entities under common directorship [namely Hospital Supply Corporation and Efroze Chemicals Industries
(Private) Limited], drees Plastic. staff retirement funds and the key management personnel. Details of the transactions with the
related parties and the balances with them as at period end other than those which have been disclosed else where are as
follows:




Etsuka'P.

Name of related

party

Otsuka
Pharmaceutical
Factary Inc.

Otsuka
Pharmaceutical
Co, Ltd.

Hospital Supply
Corporation

Microport Medical
(Shanghai) Co_,
Ltd.

Thai Otsuka
Pharmaceutical
Co. Ltd.

PT. Otsuka
Indonesia

Shanghai
Microport EFMED
Tech Co. Limited

Danish

ldrees Plastics
Otsuka staff
provident fund

Otsuka staff
gratuity fund

Key Management
Personnel

Mehtabuddin
Feroze

Relationship with
the Company

Ultimate Parent

Parent Company

Common Directorship

Associated
undertaking

Associated
undertaking

Associated
Undertaking

Associated
Undertaking

Brother to CEQ
Brother to CEQ

Provident fund
Gratuity fund
Key Management

Personnel

Director

kistan Limited

Nature of transaction

Purchase of raw material
Markup expense

Purchase of Petaal
Purchase of UBIT
Purchase of Mucosta

Sale of finished goods
Late payment surcharge on receivables

Purchase of Vinyl examination glove
Sales Discount
Sales Return

Purchase of Stents

Purchase of Aminoleban

Purchase of Proten & used machines

Purchase of devices

Purchase of packing material

Purchase of polybags

Charge during the period to the fund
Contribution during the period to the fund
Charge during the period to the fund

Remuneration paid

Consultancy charges

o Ofsuka

{Unaudited) (Unaudited)
December 31, December 31,
2019 2018
Rupees in "000

1,556

34,028
6.061
5,868

415,101
4,088
116

56,344
5012
42,935
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(Unaudited) (Audited)
December 31, June 30,
2019 2019
Rupees in "000
Name of related Relationship with Nature of account balance
party the Company

Otsuka Ultimate Parent Markup accrued on short term 1,115
Pharmaceutical loan
Factory Inc. Short term loan payable 557,588

Otsuka Parent company Payable against purchase of raw
Pharmaceutical material
Co, Ltd.

Hospital Supgly Common Directorship Payable against purchase of 15 116
Corporation material
Receivable against sale of goods 275,078 177.412

PT. Otsuka Associated

Indonesia undertaking Payable against purchase of
finished goods and used
machines

Thai Otsuka Associated Payable against purchase of
Pharmaceutical undertaking finished goods
Co. Ltd.

Shanghai Associated Payable against purchase of
Microport Medical undertaking stents
(Group) Co., Ltd.

Shanghai Associated Payable against purchase of
Microport EPMed undertaking medical devices
Tech Co , Limited

Idrees Plastics Brother to CEQ Payable against purchases of
packing material

Shareholders Shareholders Payable to shareholders

Key Management Key Management Advance from key management
Personnel Personnel personnel

Otsuka staff Gratuity fund Receivable from gratuity fund 1,780
qgratuity fund

Otsuka staff Provident fund Payable to provident fund 3,192
provident fund

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 into financing arangement
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.

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 working directors to be its key management personnel.

1)
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Sales from Intravenous Solutions (1.V Solutions) represent 83.72% while sales from others represent 16.28% (December 31,
2018: 82.16% and 17.84%) respectively of the total sales of the Company.

(Unaudited) (Unaudited)
December 31, December 31,
2019 2018

The geographic segmentation of sales is as follows:

Pakistan 98.80
Kenya 0.10
Afghanistan 1.10 0.80

100 100

Sales to Hospital Supply Corporation (a related party of the Company) which is the sole distributor in the southern region was
around 46.59% during the period ended December 31, 2019 (December 31, 2018: 47 88%).

All non-current assets of the Company as at December 31, 2019 are located in Pakistan.

PLANT CAPACITY AND PRODUCTION

Half year ended December 31,
2019
Capacity™ Actual Capacity™ Actual
production production

Half year ended December 31, 2018

— million bottles

V. solutions 3 L 1.9
Plastic ampoules g 6.5 74 5.6

18.4 231 177

The Company's under-utilized capacity of 3.8 million bottles (December 31, 2018: 3.6 million bottles) was due to lower than the
planned production on account of over supply situation in the market.

CORRESPONDING FIGURES

Corresponding figures have been rearranged and reclassified wherever necessary for the purpose of comparison and better
presentation. There were no major reclassifications in these condensed interim financial statements during the current period.

DATE OF AUTHORISATION FOR ISSUE

These condensed interim financial statements were authorized for issue on February 25, 2020 by the Board of Directors of the
Company.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents included in the condensed interim statement of cash flows comprise the following items included in
the condensed interim statement of financial position:
(Unaudited) (Unaudited)
December 31, December 31,
2019 2018
-— Rupees in "000 —-

Bank balances 9,840 13,515
Short-term running finance - secured (503,808) (668.940)

(493,968) (655,425)

GENERAL

Figures in these condensed interim financial statements have been rounded off to the nearest thousand rupees unless
otherwise stated.

/ v
P Mﬁw%
Hanif Sattar Mehtabuddin Feroz Sajid Ali Khan
Chief Executive Officer Director Chief Financial Officer
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