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

"Highnoon for a Healthier Nation”

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

by providing quality products.

Corporate

Objectives g

Excel in meeting customer needs.

Maintain leadership in national pharmaceutical industry.
Gain confidence of Doctors,

Pharmacists and Consumers who use our products.

Seek employee involvement, continuous improvement

and enhanced performance goals. Enhance export business.
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Directors’ Report

The Directors are pleased to present their review, together with un-audited
condensed interim financial statements of your Company for the quarter and
nine months ended September 30,2019.

Net turnover for the quarter at Rs. 2,252 million is 19% higher than the same
period lastyear (SPLY). Net turnover for the nine months under review grew to Rs.
6,660 million registering a growth of 22% over SPLY due to increased sales
across all therapeutic segments. Gross profit margin decreased to 46 %
compared to 47% over SPLY mainly due to the adverse effect of devaluation and
inflation. This was largely offset by better sales mix, price increase allowed by
Regulators and volumetric sales growth. Distribution selling & promotional
expenses and administrative expenses also increased by 14% due to inflation
and extended field force operations. Other operating expenses increased by
25% due to increase in provisions for statutory levies that are linked with
profitability of the Company.

Net profit after tax for the nine months under review at Rs. 707 million has
witnessed a growth of 34% over SPLY. The earning per share (EPS) for the period
underreviewwas Rs. 22.45 (2018 restated: Rs. 16.70).

We recognize the challenges ahead, however with a strong portfolio of existing
brands and pipeline of new products, we remain certain that the Company is
ideally positioned to enhance its market share and position. We have a track
record of success and have been able to rise above the hurdles and deliver
superior value for all stakeholders.

On behalf of the Board, we would like to express our sincere gratitude to the
Shareholders, Healthcare practitioners, Pharmacist, Consumers, Business
partners and the Bankers for the continued patronage and to the employees for
their continued, dedicated, untiring efforts and hard work.

For & On behalf of the Board

Taufiqg Ahmed Khan Dr. Adeel Abbas Haideri
Director Chief Executive Officer
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Condensed Interim Statement of Financial Position

Un Audited Audited
30 September 31 December
2019 2018
Note
---------- (Rupees) ----------

EQUITY AND LIABILITIES
EQUITY
Share capitalandreserves
Authorized share capital
50,000,000(2018:50,000,000) Ordinary
shares of Rs. 10 each 500,000,000 500,000,000
Issued, subscribed and paid up share capital 314,681,320 286,073,930
Revenuereserves 2,530,894,415|| 2,213,966,374
Revaluation surplus on property, plantand equipment 359,551,428 370,409,400
Total Equity 3,205,127,163  2,870,449,704
Non-current liabilities
Longterm lease liabilities 92,702,215 44,486,094
Longtermadvances 30,535,206 44,110,306
Deferred liabilities 397,051,883 374,124,390

520,289,304 462,720,790
Currentliabilities
Trade and other payables 635,841,008 342,711,626
Unclaimed dividend 30,555,755 20,175,464
Mark up accrued - 30,476
Current portion of long term liabilities 36,300,725 36,956,830
Provision for taxation - net 82,121,537 38,024,485

784,819,025 437,898,881
Total Liabilities 1,305,108,329 900,619,671
TOTALEQUITY AND LIABILITIES 4,510,235,492  3,771,069,375
CONTINGENCIES AND COMMITMENTS

6

The annexed notes from 1 to 13 form an integral part of these unconsolidated financial

statements.

Dr. Adeel Abbas
Chief Executive Officer

Taufig Ahmed Khan

Director

As at 30 September 2019
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Un Audited Audited
30 September 31 December
2019 2018
Note
---------- (Rupees) ----------
ASSETS
Non-currentassets
Property, plantand equipment 7 1,059,892,461 976,068,012
Longterminvestment 200,000,000 200,000,000
Longtermdeposits 9,317,414 14,020,764
Longtermadvances 35,676,668 29,316,392
1,304,886,543  1,219,405,168

CURRENTASSETS
Stockintrade 8 1,675,730,488|| 1,352,928,094
Trade debts 497,797,871 281,509,755
Advances 157,352,083 75,263,456
Trade deposits and shortterm prepayments 57,943,358 30,572,873
Profitaccrued 3,651,371 318,836
Otherreceivables 4,273,901 3,457,488
Loanto subsidiary 10,000,000 20,000,000
Taxrefunds due fromthe Government 3,762,085 7,638,162
Cashandbank balances 794,837,792 779,975,543
3,205,348949  2,551,664,207
TOTAL ASSETS 4,510,235,492  3,771,069,375

Javed Hussain

Chief Financial Officer
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Condensed Interim Statement of

Profit or Loss (un-audited)
For The Nine And Three Months Ended 30 September 2019

Nine Month Period Ended Three Month Period Ended

Note 30 September 30 September

2019 2018 2019 2018

(Rupees) =========mee s (Rupees) -=----------
Revenue - net 9 6,659512,893 5443281641  2,251,640,314 1,888,111,749
Cost of sales 10 3,617,898,643 2,900,121,547  1,239,148,073 1,027,644,870
Gross profit 3,041,614,250  2,543,160,094  1,012,492,241 860,466,879

Distribution, selling and promotional

expenses 1,726,694,295|| 1,513,210,848 600,156,029 498,994,189
Administrative and general expenses| 257,145,010 225,205,152 87,627,645 77,937,001
Research and development expenses 3,845,972 3,156,564 1,260,468 1,101,287
Other operating expenses 87,368,953 69,894,403 27,068,571 23,949,384,

2,075,054,230 1,811,466,967 716,112,713 601,981,861

Other income 64,579,453 26,451,675 18,109,370 421,280
Operating Profit 1,031,139,473 758,144,802 314,488,898 258,906,298
Finance costs 16,891,908 6,191,690 5,913,900 1,706,233
Profit before taxation 1,014,247,565 751,953,112 308,574,998 257,200,065
Taxation 307,673,997 226,443,037 90,694,214 71,282,873
Profit for the period 706,573,568 525,510,075 217,880,784 185,917,192

Restated Restated
Earnings per share - basic and diluted 22.45 16.70 6.92 5.90

The annexed notes from 1 to 13 form an integral part of these unconsolidated financial statements.

Dr. Adeel Abbas Taufig Ahmed Khan Javed Hussain

Chief Executive Officer Director Chief Financial Officer
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Condensed Interim Statement of

Comprehensive Income (un-audited)
For The Nine Months Ended 30 September 2019

30 September
2019 2018
(Rupees)

Profit for the year 706,573,568 525,510,075
Other comprehensive income
Other comprehensive income to be reclassified

to profit or loss in subsequent periods: - -
Other comprehensive income not to be reclassified

to profit or loss in subsequent periods: - -
Total comprehensive income for the period 706,573,568 525,510,075

The annexed notes from 1 to 13 form an integral part of these unconsolidated financial
statements.

Dr. Adeel Abbas Taufig Ahmed Khan Javed Hussain

Chief Executive Officer Director Chief Financial Officer

10
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Condensed Interim Statement of

Cash Flows (un-audited)
For The Nine Months Ended 30 September 2019

30 September

Note

2019 2018
CASH FLOWS FROM OPERATING ACTIVITIES (fupees)
Profit before tax 1,014,247,565 751,953,112
Adjustments to reconcile profit before tax to net cash flows:
Depreciation of operating fixed assets 91,004,300 72,281,535
Amortization of intangible assets - 5,073,019
Gain on disposal of property plant and equipment (19,309,986) (13,123,388)
Exchange (gain) / loss - net 1,197,350 5,179,466
Provision for slow moving and obsolete stocks 8.1 17,490,889 -
Provision for defined benefit obligation 49,411,528 38,251,620
Provision for Workers' Profit Participation Fund 53,379,957 -
Finance costs 16,891,908 6,191,690
210,065,946 113,853,942
Profit before working capital changes 1,224,313,511 865,807,054
Working capital changes:
(Increase) / decrease in current assets:
Stock in trade (340,293,283)(| (331,609,326)
Trade debts (217.485,466)|| (165,701,362)
Advances (82,088,627) (54,790,185)
Trade deposits and short term prepayments (27,370,485) (13,018,958)
Profit accrued (3,332,535) 712,719
Other receivables (816,413) 2,053,194
Tax refund due from government 3,876,077 (3,719,745)
Increase in current liabilities:
Trade and other payables 237,545,817 45,205,557
(419,964,915)  (520,868,106)
Cash generated from operations 804,348,596 344,938,948
Taxes paid (266,497,126)  (239,087,725)
Gratuity paid (21,360,246) (56,546,385)
Finance costs paid (16,922,384) (2,580,553)
Net cash flows generated from / (used in) operating activities 499,568,840 46,724,285

Condensed Interim Statement of

Cash Flows (un-audited)
For The Nine Months Ended 30 September 2019

a3REPORT 2019

30 September

Note 2019

2018
(Rupees)

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property, plant and equipment (148,035,406) (79,603,954)
Additions in long term advances (6,360,276) 1,720,635
Proceeds from disposal of short term investment - net - 100,000,000
Increase in long term deposits - net 4,703,350 (363,600)
Proceeds from disposal of property plant and equipment 93,626,482 31,244,129
Net cash flows (used in) / generated from investing activities ~ (56,065,850) 52,997,210
CASH FLOWS FROM FINANCING ACTIVITIES

Repayment of long term lease liabilities - net (45,922,119) (27,009,741)
Long term advances - net (21,202,804) 19,341,963
Dividend paid (361,515,818)|| (246,346,765)
Net cash flows used is financing activities (428,640,741)  (254,014,543)
Net increase/(decrease) in cash and cash equivalents 14,862,249  (154,293,048)
Cash and cash equivalents at beginning of the period 779,975,543 612,566,431
Cash and cash equivalents at 30 September 2019 794,837,792 458,273,383

The annexed notes from 1 to 13 form an integral part of these unconsolidated financial

statements.

Dr. Adeel Abbas Taufig Ahmed Khan

Chief Executive Officer Director

Javed Hussain
Chief Financial Officer

12
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Condensed Interim Statement of
Changes in Equity (un-audited)
For The Nine Months Ended 30 September 2019

Capital
Reserves Revenue reserves
Share .
Capital Revaluation General Unappropri- Sub total ota
Surplus reserve ated profit ub tota
(Rupees)

Balance as at 01 January 2018 255,423,160 384,003,155 114,000,000 1,662,525,305 1,776,525,305 2,415951,620

Profit for the half year ended
30 September 2018 - - - 525,510,075 525,510,075 525,510,075

Other comprehensive income - - - - - -

Total comprehensive income
for the period - - - 525,510,075 525510075 525,510,075

Surplus transferred to
accumulated profit
On account of incremental
depreciation relating to surplus
on revaluation of property plant
and equipment net of tax” B (6,783,464) — 6,783,464 6,783,464 -

Transaction with owners of the
company, recognized directly in
equity - Distributions
Issuance of bonus shares
@12% for the year ended
31 December 2017 30,650,770 - - (30,650,770)  (30,650,770) -

Final dividend @ Rs. 10 per
share for the year ended
31 December 2017 - - - (255,423,160) (255,423,160) (255,423,160)

Balance as at 30 September 2018 286,073,930 377,219,691 114,000,000 1,908,744,914 2022744914 2,686,038,535

Balance as at 01 January 2019 286,073,930 370,409,400 114,000,000 2,099,966,374 2,213,966,374 2.870,449,704

Profit for the period ended
30 September 2019 - - - 706,573,568|| 706,573,568| 706,573,568

Other comprehensive income - - - - - -

Total comprehensive income
for the period - - - 706,573,568 706,573,568 706,573,568

Surplus transferred to
accumulated profit
On account of incremental
depreciation relating to surplus
on revaluation of property plant
and equipment - net of tax" - (10,857,972) - 10,857,972 10,857,972 -

Transaction with owners of the
company, recognized directly in
equity - Distributions
Issuance of bonus shares
@ 10% 28,607,390 - - (28,607,390)  (28,607,390) -

Final dividend @ Rs. 13 per
share for the year ended
31 December 2018 - - - (371,896,109) (371,896,109) (371,896,109)

Balance as at 30 September 2019 314,681,320 359,551,428 114,000,000 2,416,894,415 2,530,894,415 3205,127,163

The annexed notes from 1 to 13 form an integral part of these unconsolidated financial statements.

Dr. Adeel Abbas Taufig Ahmed Khan Javed Hussain
Chief Executive Officer Director Chief Financial Officer
v
e 13
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Selected Notes to the Condensed interim

Financial Statements (un-audited)
For The Nine Months Ended 30 September 2019

1 THECOMPANY AND ITS OPERATIONS

Highnoon Laboratories Limited ("the Company") was incorporated as a private limited company
in Pakistan in year 1984 under the Companies Ordinance, 1984 (repealed with the enactment of
Companies Act, 2017) and converted into an unquoted public limited company in 1985. Its shares
are quoted on Pakistan Stock Exchange since November 1994. The Company is principally
engaged in the manufacture, import, sale and marketing of pharmaceutical and allied consumer
products. The registered office of the Company is situated at 17.5 Km, Multan Road, Lahore.

These unconsolidated condensed interim financial statements are the separate unconsolidated
condensed interim financial statements of the Company in which investment in subsidiary is
stated at cost less impairment losses, if any.

2 STATEMENT OF COMPLIANCE

2.1 These unconsolidated condensed interim financial statements have been prepared in
accordance with accounting and reporting standards as applicable in Pakistan on
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 issued by the
International Accounting Standards Board (IASB) as notified under the Companies Act,
2017

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

In case the provisions of and directives issued under the Companies Act, 2017 differ
with the requirements of IAS 34, the provisions of and directives issued under the
CompaniesAct, 2017 shall prevail.

The disclosures in these condensed interim financial statements do not include the
information reported for complete annual financial statements and should therefore be
read in conjunction with the financial statements for the year ended December 31,
2018. The comparative financial statements of financial position is extracted from the
annual financial statements, as of December 31, 2018, whereas the statement of profit
or loss, the statement of comprehensive Income, the statement of Cash Flows and the
statement of changes in equity are extracted from the un-audited unconsolidated
condensed interim financial statements , for the Nine months ended September 30,
2018.

These unconsolidated condensed interim financial statements are un audited and are
being submitted to the members, as required under section 237 of the Companies Act,
2017 andthe listed Companies (Code of Corporate Governance) Regulations, 2017.

3 BASIS OF PREPARATION

3.1 Basisofpreparation
These unconsolidated condensed interim financial statements have been prepared
under the historical cost convention, except for which is carried at revalued amount and
recognition of certain employees retirement benefits at present value.

3.2 Functionaland presentation currency
These unconsolidated condensed interim financial statements are presented in Pak
rupee, whichis also the functional currency of the Company. Figures have been rounded
offtothe nearestrupee, unless otherwise stated.

These unconsolidated condensed interim financial statements do not include all the
information and disclosures required in annual financial statements, and should be read
in conjunction with the Company's annual financial statements as at 31 December 2018.

14
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Selected Notes to the Condensed interim

Financial Statements (un-audited)
For The Nine Months Ended 30 September 2019

4 ACCOUNTINGPOLICIES

The accounting policies adopted for the preparation of these unconsolidated condensed interim
financial statements are the same as those applied in the preparation of the preceding annual
published financial statements of the Company for the year ended 31 December 2018 except for
the following:

4.1 IFRS 15 Revenue from contracts with customers

IFRS 15 replaces the previous revenue standards: IAS 18 Revenue, IAS 11 Construction
Contracts and the related interpretations on revenue recognition. IFRS 15 introduces a
single five step model for revenue recognition and establishes a comprehensive
framework for revenue recognition of revenue from contracts with customers based on a
core principle that an entity should recognize revenue representing the transfer of
promised goods and services to customers in an amount that reflects the consideration
towhich the entity expects to be entitled in exchange for those goods or services.

The impact of aforementioned has been determined to be immaterial to these interim
financialinformation.

4.2 IFRS16Leases
During the current year, the Company have adopted IFRS 16 as issued by the
International Accounting Standards Board (IASB) in January 2016.

IFRS 16 supersedes 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 standard sets out the
principles for the recognition, measurement, presentation and disclosure of leases and
requires lessees to account for all leases under a single on-balance sheet model.

The Company has lease contracts for its various branches. Before the adoption of IFRS
16, the Company classified each of its leases (as lessee) at the inception date as an
operating lease. In an operating lease, the leased property was not capitalized and the
lease payments were recognized as rent expense in profit or loss on a straight-line basis
over the lease term. Any prepaid rent and accrued rent were recognized under
prepayments and trade and other payables, respectively.

Upon adoption of IFRS 16, the Company initially recognized a lease liability for the
obligation to make lease payments and a right-of-use (RoU) asset for the right to use the
underlying asset for the lease term against a consideration. The lease liability is
measured at the present value of the consideration (lease payments) to be made over
the lease term. The lease payments are discounted using the interest rate implicit in the
lease, unless it is not readily determinable, in which case the lessee may use the
incremental rate of borrowing. The right-of-use asset is initially measured at the present
value of lease liability, adjusted for lease prepayments and borrowing costs.

As permitted by the transitional provisions of IFRS 16, the Company elected not to
restate the comparative figures and not to adjust the opening retained earnings.
Accordingly, adjustment to the carrying amount of assets and liabilities were recognized
inthe current period.

The Company also applied the available practical expedients wherein it:

Used a single discount rate to a portfolio of leases with reasonably similar
characteristics.

Relied onits assessment of whether leases are onerous immediately before the date of
initial application.
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Selected Notes to the Condensed interim

Financial Statements (un-audited)
For The Nine Months Ended 30 September 2019

Excluded the initial direct costs from the measurement of the right-of-use asset at the
date of initial application.

4.2.1 Summary of new accounting policies
Set out below are the new accounting policies of the Company upon adoption of IFRS
16, which have been applied from the date of initial application:

i) Right-of-useassets

The Company recognizes right-of-use assets at the commencement date of the lease
(i.e., the date the underlying asset is available for use). Right-of-use assets are
measured at cost, less any accumulated depreciation and impairment losses, and
adjusted for any remeasurement of lease liabilities. The cost of right-of-use assets
includes the amount of lease liabilities recognized, initial direct costs incurred, and
lease payments made at or before the commencement date less any lease
incentives received. Unless the Company is reasonably certain to obtain ownership
of the leased asset at the end of the lease term, the recognized right-of-use assets
are depreciated on a straight-line basis over the shorter of its estimated useful life
andthe lease term. Right-of-use assets are subject to impairment.

Lease liabilities

At the commencement date of the lease, the Company recognizes lease liabilities
measured at the present value of lease payments to be made over the lease term.
The lease payments include fixed payments (including in-substance fixed
payments) less any lease incentives receivable, variable lease payments that
depend onanindexor arate, and amounts expected to be paid under residual value
guarantees.

=

In calculating the present value of lease payments, the Company uses the
incremental borrowing rate at the lease commencement date if the interest rate
implicit in the lease is not readily determinable. After the commencement date, the
amount of lease liabilities is increased to reflect the accretion of interest and
reduced for the lease payments made. In addition, the carrying amount of lease
liabilities is remeasured if there is a modification, a change in the lease term, a
change in the in-substance fixed lease payments or a change in the assessment to
purchase the underlying asset.

iii) Short-term leases and leases of low-value assets
The Company applies the short-term lease recognition exemption to its short-term
leases of machinery and equipment (i.e., those leases that have a lease term of 12
months or less from the commencement date and do not contain a purchase option).
Italso applies the lease of low-value assets recognition exemption to leases that are
considered of low value. Lease payments on short-term leases and leases of low-
value assets are recognized as expense on a straight-line basis over the lease term.

iv) Significant judgement in determining the lease term of contracts with renewal
options
The Company determines the lease term as the non-cancellable term of the lease,
together with any periods covered by an option to extend the lease if it is reasonably
certainto be exercised, or any periods covered by an option to terminate the lease, if
itisreasonably certain notto be exercised.

The Company has the option, under some of its leases to lease the assets for
additionalterms of three to ten years. The Company applies judgementin evaluating
whether it is reasonably certain to exercise the option to renew. That is, it considers
allrelevantfactors that create an economicincentive for it to exercise the renewal.

16
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Selected Notes to the Condensed interim

Financial Statements (un-audited)
For The Nine Months Ended 30 September 2019

After the commencement date, the Company reassesses the lease term if there is a
significant event or change in circumstances that is within its control and affects its
ability to exercise (or not to exercise) the option to renew (e.g, a change in business
strategy).

The Company included the renewal period as part of the lease term for leases of
branches due to the significance of these assets to its operations. These leases have a
short non-cancellable period (i.e., three to 10 years) and there will be a significant
negative effecton productionif areplacementis notreadily available.

4.3 IFRS9Financiallnstruments
IFRS 9 replaces IAS 39 financial instruments: Recognition and Measurement, IFRS 9 sets
out new requirements for the accounting of financial instruments including
classification, measurement, impairment, and hedge accounting.

Under IFRS 9, the Company classifies financial assets, based on the business model in
which they are managed, and their contractual cashflows. The principal categories of
financial assets under IFRS 9 are amortized cost, fair value through other comprehensive
income (FVOCI) and fair value through profit or loss (FVTPL). In accordance with the
expected loss impairment model introduced by IFRS 9, the Company assesses lifetime
expected credit losses on assets carried at amortized cost which include trade debts,
advance to employees, balance with banks, interest accrued, long term advances, long
term deposits, long term investments, other receivables, term deposits with financial
institution. While fair value changes for assets carried at fair value through profit and
loss, whichincludes short-term investments through mutual funds, are recognized in the
statement of profit or loss. The Company does not have assets carried at fair value
through other comprehensive income.

The management has reviewed and assessed the Company’s existing financial assets for
impairment in accordance with the guidance included in IFRS 9, to determine the credit
risk associated with the respective financial assets and has incorporated the same in the
financial statements of the Company. The management has also concluded that the
impact of impairment of these financial assets under IFRS 9 is insignificant for the
Company's financial statements of prior period and accordingly no adjustment has been
made to the figures reported in previous period.

5 ACCOUNTINGESTIMATES AND JUDGMENTS

The preparation of unconsolidated condensed interim financial statements require management
to make judgments, estimates and assumptions that affect the application of accounting policies
and reported amount of assets and liabilities, incomes and expenses. Actual results may differ
from these estimates. The significant judgments made by management in applying the
Company's accounting policies and the key sources of estimation are the same as those that
applied to the financial statements for the year ended 31 December 2018.

6 CONTINGENCIES AND COMMITMENTS

6.1 Contingencies
There is no significant change in the contingencies since the date of preceding
published annual financial statements.
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Un Audited Audited
30 September 31 December
2019 2018
6.2 Commitments Note
(Rupees)

Commitments againstirrevocable letters of creditinclude:

Raw materials 367,058,433 324,563,123

Packing materials 53,651,102 23,515,118
Finished Goods 13,078,182 15,861,921
Plantand machinery 98,890,543 128,128,340

532,678,260 492,068,502

Rentalsunderijarah agreements:

Not later than one year 11,587,821 9,987,189
Laterthan oneyear butnot later than five years 16,406,074 17,225,638

27,993,895 27,212,827

7  PROPERTY,PLANTAND EQUIPMENT
Operating fixed assets:
840,776,977 859,145,356

132,860,836 85,939,679
86,254,648 30,982,977

Owned assets 7.1
Right of use assets 7.2
Capital work-in-progres

1,059,892,461 976,068,012

7.1 Operatingfixed assets (owned)

Openingbookvalue 859,145,356 889,678,169

Add: Additions during the period / year - cost 711 92,763,735 68,234,235
Transferred from leased assets during the
period/year-vehicles 31,030,232 2,762,643

123,793,967 70,996,878

Less: Deletions duringthe period/year 7.1.2 74,316,496 21,536,522
Depreciation during the period / year 67,845,850 79,993,169

142,162,346 101,529,691

Bookvalue atthe end of the period / year 840,776,977 859,145,356

7.1.1Additions during the period/ year - cost

Building on free hold land - 3,187,218
Plantand machinery 23,551,562 15,432,676
Laboratory equipment 2,302,800 3,822,971
Furniture and fixtures 507,590 9,237,019
Electricand gas appliances 312,850 3,082,129
Office equipment 4,219,999 18,470,961
Vehicles 61,868,934 15,001,261

92,763,735 68,234,235

7.1.2Deletions during the period/year

Laboratory equipment - 2,193,630
Vehicles 74,316,496 19,342,892
74,316,496 21,536,522
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Un Audited Audited
30 September 31 December
2019 2018
Note
—————————————— (Rupees) --=-----------
7.2 Rightofuseasset-leasedvehicles
Openingbookvalue 85,939,679 45,147,777
Add: Additions duringthe period/ year - cost 101,109,839 61,605,500
101,109,839 61,605,500
Less: Transfersto owned assets during the period/ year 31,030,232 2,762,643
Depreciation during the period/ year 23,158,450 18,050,955
54,188,682 20,813,598
Bookvalue atthe end of the period / year 132,860,836 85,939,679
8  STOCKINTRADE
Raw materials
Inhand 712,611,928 575,196,237
Intransit 12,842,076 125,235,676
With third party 54,434,562 10,782,962
779,888,566 711,214,875
Packing material
Inhand 163,647,294 181,389,732
Intransit - 11,201,294
172,208,540 192,591,026
Workin process 160,646,613 111,922,424
Finished goods
Trading 169,743,533 232,567,466
Manufactured 412,730,482 113,228,519
582,474,015 345,795,985
Less: provision for slow movingand obsoleteitems 8.1 (19,487,246) (8,596,216)
1,675,730,488 1,352,928,094
8.1 Provision forslow moving and obsolete items
Opening provision 8,596,216 10,309,838
Charge for the period/year 17,490,889 4,024,543
Written off during the period/year (6,599,859) (5,738,165)
Closing provision 19,487,246 8,596,216
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Un-audited

Nine Month Period Ended Three Month Period Ended
30 September 30 September

REVENUE - net 2019 2018 2019 2018
------------ (Rupees) ------------ (Rupees)
Manufactured products:
Local 6,222,166,294  5,013,301,607 2,108,068,748 1,700,296,985
Export 268,717,775 245,725,415 114,959,244 115,865,697
6,490,884,069 5259,027,022 2,223,027992 1,816,162,682
Tollmanufacturing 326,589,550 256,519,446 79,981,733 94,623,800
6,817,473,619 5515546468 2,303,009,725 1,910,786,482
Less: Discount 131,753,256 50,208,369 44,286,453 16,394,660
Sales tax 26,207,470 22,056,458 7,082,958 6,280,073
157,960,726 72,264,827 51,369,411 22,674,733
6,659,512,893 5443281641 2,251,640314 1,888,111,749
Un-audited
Nine Month Period Ended Three Month Period Ended
30 September 30 September
COST OF SALES 2019 2018 2019 2018
777777777777 (Rupees) -==--------- (Rupees)
Manufactured pharmaceutical products:
Opening stock of finished goods 345,795,985 255,768,120 410,504,223 277,771,885
Costof goods manufactured 3,232,191,168 2,492,044,066 994,082,591 923,391,712

3,577,987,153 2,747,812,186 1,404,586,814 1,201,163,597
(582,474,015) (336,406,387) (582,474,015) (336,406,387)
2,995513,138 2,411,405799 822,112,799 864,757,210
622,385,505 488715748 417,035274 162,887,660
3,617,898,643 2,900,121,547 1,239,148,073 1,027,644,870

Closing stock of finished goods
Costof sales-manufactured
Costof sales - purchased products

RELATED PARTY TRANSACTIONS

The related parties comprises subsidiary associated companies, staff retirement funds, directors and key
management personnel. Transactions with related parties are as stated below:

Un-audited
Nine Month Period Ended Three Month Period Ended
30 September 30 September
2019 2018 2019 2018
------------ (Rupees) ===--=------ (Rupees)
11.1 Salesof goods
Associated company - 37,914,685 - -
11.2 Purchase of goods
Associated company 396,450,981 339,423,690 187,725,677 154,292,179
Subsidiary 226,323,401 180,664,874 86,294,046 48,442,247
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Un-audited
Nine Month Period Ended Three Month Period Ended
30 September 30 September
2019 2018 2019 2018
(Rupees) (Rupees)
11.3 Purchase of fixed asset
Associated company 15,137,818 - - -
11.4 Contributiontowards employees' benefits fund:
Staff provident fund 29,637,745 23,837,168 10,019,886 8,176,496
Employees' welfare trust 2,042,250 2,034,240 682,500 742,340
Remuneration
Chief Executive Officer 14,997,079 10,996,037 4,288,799 3,665,346
Directors - - - -
Executives 235,320,314 168,693,774 53,073,978 56,231,258
Un Audited Audited
30 September 31 December
2019 2018
The outstanding balances of such parties are asunder:
—————————————— (Rupees) --------------
Relationship with the Company Nature of balance
Associated company Creditors 928,714 3,217,952
Staff provident fund Contribution payable 7,649,547 6,291,047
Employees' welfare trust Contribution payable 633,243 526,880

DATE OF AUTHORIZATION OF ISSUE

The Board of Directors of the Company authorized this condensed interim unconsolidated financial
information forissuance on29th October 2019.

GENERAL
13.1 Provisions in respect of Worker's Welfare Fund, Worker's Profit Participation Fund, Defined Benefit
Plan and Taxation are estimated and these are subject to final adjustment in the annual audited

financial statements.

13.2 Figures have beenrounded-off to the nearestrupee unless otherwise specified.

Dr. Adeel Abbas Taufig Ahmed Khan Javed Hussain
Chief Executive Officer Director Chief Financial Officer
21
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Directors’ Report

The Directors are pleased to present their review and un-audited consolidated
condensed interim financial statements of the Company and its wholly owned
subsidiary (“the Group”) for the quarter and nine months ended September 30,
20109.

Net turnover for the quarter at Rs. 2,252 million is 19% higher than the same
period last year (SPLY). Net turnover for the nine months under review increased
to Rs. 6,660 million registering a growth of 22% over SPLY due to increase
witnessed sales across all therapeutic segments. Gross profit margin decreased
to 46 % compared to 47% over SPLY mainly due to the adverse effect of
devaluation and inflation. This was largely offset by better sales mix, price
increase allowed by the Regulators and volumetric growth in sales. Distribution
selling & promotional expenses and administrative expensesincreased by 14 %
due inflation and extended field force operations. Other operating expenses
increased by 29% due to increase in provisions for statutory levies that are
linked with profitability of the Group.

Net profit after tax of the Group for the nine months under review stood at
Rs.725 million resulting in a growth of 36% over SPLY. The earning per share
(EPS) for the period under review was Rs 23.04 (2018 restated: Rs.16.88).

The Cephalosporin portfolio of the subsidiary company consolidated its share in
the market. During the period under review the injectable dosage forms was
supported by the launch of oral dosage range. This therapeutic segment of the
company has witnessed a growth of 59% over SPLY. There are more products in
the pipeline which are planned to be manufactured by subsidiary company and
would be launched in 1stHalf of 2020.

We recognize the challenges ahead, however with a strong portfolio of existing
brands and pipeline of new products, we remain certain that the Company is
ideally positioned to enhance its market share and position. We have a track
record of success and have been able to rise above the hurdles and deliver
superior value for all stakeholders.

On behalf of the Board, we would like to express our sincere gratitude to the
Shareholders, Healthcare practitioners, Pharmacist, Consumers, Business

partners and the Bankers for the continued patronage and to the employees for
their continued, dedicated, untiring efforts and hard work.

For & On behalf of the Board

Taufiqg Ahmed Khan Dr. Adeel Abbas Haideri
Director Chief Executive Officer
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Statement of Financial Position

Un Audited Audited
30 September 31 December

2019 2018

---------- (Rupees) ----------
EQUITY AND LIABILITIES
EQUITY
Share capitalandreserves
Authorized share capital
50,000,000(2018:50,000,000) Ordinary
shares of Rs. 10 each 500,000,000 500,000,000
Share capital 314,681,320 286,073,930
Revenue reserves 2,526,070,171|| 2,190,679,480
Revaluation Surplus on property, plantand equipment 359,551,428 370,409,400

Total Equity

Non-current liabilities

3,200,302,919

2,847,162,810

Longtermloan 26,917,505 44,335,010
Longterm Liabilities 92,702,215 44,486,094
Longtermadvances 31,747,577 44,871,947
Deferred liabilities 397,051,883 374,124,390
548,419,180 507,817,441
Current liabilities
Trade and other payables 660,319,669 358,332,007
Unclaimed dividend 30,555,755 20,175,464
Mark up accrued 3,445,811 2,651,012
Shortterm borrowing 22,653,885 22,011,812
Current portion of long term liabilities 60,050,725 62,289,325
Provision for taxation-net 82,121,537 30,597,052
859,147,382 496,056,672
Total Liabilities 1,407,566,562 1,003,874,113
TOTALEQUITY AND LIABILITIES 4,607,869,481 3,851,036,923

CONTINGENCIES AND COMMITMENTS

‘The annexed notes from 1 to 13 form anintegral part of these financial statements.

Dr. Adeel Abbas
Chief Executive Officer

Taufig Ahmed Khan

Director

As at 30 September 2019
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Un Audited Audited
30 September 31 December
2019 2018
Note
---------- (Rupees) ----------
ASSETS
Non-currentassets
Property, plantand equipment 7 1,322,366,758 1,254,937,388
Intangible assets 1,584,735 1,772,294
Goodwill 834,230 834,230
Longtermdeposits 10,295,164 14,998,514
Longtermadvances 35,676,668 29,316,392
1,370,757,555 1,301,858,818

CURRENTASSETS

Stockintrade

Trade debts

Advances

Trade deposits and short term prepayments
Profitaccrued

Otherreceivables

Taxrefunds due from the Government
Cash andbankbalances

8 1,704,595,215
502,696,131
157,436,457
58,482,590
4,155,656
4,273,901
10,489,744
794,982,232

1,367,923,887
281,509,755
76,376,676
31,242,162
318,836
3,457,488
7,610,450
780,738,851

3,237,111926

2,549,178,105

TOTALASSETS

4,607,869,481

3,851,036,923

Javed Hussain

Chief Financial Officer
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Condensed Interim Consolidated Statement of
Profit or Loss (un-audited)
For The Nine Months Ended 30 September 2019

Nine Month Period Ended Three Month Period Ended

Note 30 September 30 September
2019 2018 2019 2018
(Rupees) ============ s (Rupees) ------------

Revenue - net 9 6,659,512,893 5443281641  2,251,640,314 1,888,111,749

Cost of sales 10 3,565319,712 2,867,651,518  1,206,272,185 1,014,852,095

Gross profit 3,094,193,181 2,575,630,123  1,045,368,129 873,259,654

Distribution, selling and promotional | 1,726,694,295|| 1,513,210,848 600,156,029 498,190,116
expenses

Administrative and general expenses 275,235,787 241,257,193 93,640,118 84,724,498

Research and development expenses 3,845,972 3,156,564 1,260,468 1,096,792

Other operating expenses 90,269,590 69,894,403 28,540,281 23,902,050

2,096,045,644  1,827,519,008 723,596,896 607,913,456

Other income 63,269,173 25,686,897 18,109,370 421,291

Operating Profit 1,061,416,710 773,798,012 339,880,603 265,767,489

Finance costs 25,686,887 13,888,256 7,969,015 4,840,329

Profit before taxation 1,035,729,823 759,909,756 331,911,588 260,927,160

Taxation 310,693,605 228,644,083 92,087,213 71,758,859

Profit for the Period 725,036,218 531,265,673 239,824,375 189,168,301

Restated Restated

Earnings per share - basic and diluted 23.04 16.88 7.62 6.01

The annexed notes from 1 to 13 form an integral part of these consolidated financial statements.

Dr. Adeel Abbas Taufig Ahmed Khan Javed Hussain
Chief Executive Officer Director Chief Financial Officer
% 29

a3REPORT 2019

Condensed Interim Consolidated Statement of

Comprehensive Income (un-audited)
For The Nine Months Ended 30 September 2019

30 September
2019 2018

(Rupees)

Profit after tax for the period 725,036,218 531,265,673
Other comprehensive income
Other comprehensive income to be reclassified

to profit or loss in subsequent periods: - -

Other comprehensive income not to be reclassified

to profit or loss in subsequent periods: - -

Total comprehensive income for the period 725,036,218 531,265,673

The annexed notes from 1 to 13 form an integral part of these consolidated financial
statements.

Dr. Adeel Abbas Taufig Ahmed Khan Javed Hussain

Chief Executive Officer Director Chief Financial Officer
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Condensed Interim Consolidated Statement of

Cash Flows (un-audited)

For The Nine Months Ended 30 September 2019

a3REPORT 2019

Condensed Interim Consolidated Statement of

Note 30 September

2019 2018
CASH FLOWS FROM OPERATING ACTIVITIES (fupees)
Profit before tax 1,035,729,823 759,909,756
Adjustments to reconcile profit before tax to net cash flows:
Depreciation of operating fixed assets 110,911,105 93,145,161
Amortization of intangible assets 270,871 5,343,661
Gain on disposal of property, plant and equipment (19,309,986) (13,123,388)
Exchange loss - net 1,197,350 5,179,466
Provision for slow moving and obsolete stocks 8.1 17,974,269 7,566,226
Provision for defined benefit obligation 49,411,528 38,251,620
Provision for Worker's Profit Participation Fund 56,036,573 -
Finance costs 25,686,887 14,653,034

242,178,597 151,015,780
Profit before working capital changes 1,277,908,420 910,925,536

Working capital changes:

(Increase) / decrease in current assets:

Stock in trade (354,645,597)|| (361,497,708)
Trade debts (222,383,726)|| (165,701,362)
Advances (81,059,781) (53,399,308)
Trade deposits and short term prepayments (27,240,428) (12,663,803)
Profit accrued (3,836,820) 1,062,384
Other receivables (816,413) 2,053,194
Tax refund due from government (2,879,294) (14,041,156)
Increase in current liabilities:
Trade and other payables 243,747,481 53,320,500
(449,114,578)  (550,867,259)
Cash generated from operations 828,793,842 360,058,277
Taxes paid (262,089,302)  (241,712,635)
Gratuity paid (21,360,246) (56,546,385)
Finance costs paid (24,892,088) (10,490,218)
Net cash flows generated from / (used in) operating activities 520,452,206 51,309,039

31

Cash Flows (un-audited)

For The Nine Months Ended 30 September 2019

Note

CASH FLOWS FROM INVESTING ACTIVITIES

30 September

2019

2018

(Rupees)

Purchase of property, plant and equipment (151,547,131) (91,972,690)
Purchase of intangible (83,312) (469,482)
Additions in long term advances (6,360,276) 2,080,763
Additions in short term investment - 100,000,000
Additions in long term deposits-net 4,703,350 (605,050)
Proceeds from disposal of property, plant and equipment 93,626,482 31,244,129
Net cash flows (used in) / generated from investing activities ~ (59,660,887) 40,277,670
CASH FLOWS FROM FINANCING ACTIVITIES

Repayment of long term lease liabilities - net (45,922,119) (27,009,741)
Repayment of long term loan (19,000,000) (18,999,162)
Short term borrowing - net 642,073 16,551,167
Dividend paid (361,515,818)|| (237,270,370)
Long term advances - net (20,752,074) 19,341,963
Net cash flows used in financing activities (446,547,938)  (247,386,143)
Net increase/(Decrease) in cash and cash equivalents 14,243,381  (155,799,434)
Cash and cash equivalents at beginning of the year 780,738,851 617,550,956
'Cash and cash equivalents at 30 September 2019 794,982,232 461,751,522

The annexed notes from 1 to 13 form an integral part of these consolidated financial

statements.

Dr. Adeel Abbas
Chief Executive Officer

Taufig Ahmed Khan

Director

Javed Hussain

Chief Financial Officer
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Condensed Interim Consolidated Statement of
Changes in Equity (un-audited)
For The Nine Months Ended 30 September 2019

Capital
Share Reserves

Revenue reserves

Revaluation
Surplus

Capital

General
reserve

ated profit

Unappropri- H

Sub total

Total

Balance as at 01 January
2018 - restated

255,423,160 384,003,155

(Rupees)

114,000,000 1,632,972,154

1,746,972,154

2,386,398,469

Profit for the period ended
30 September 2018

Other comprehensive loss

531,265,673

531,265,673

531,265,673

Total comprehensive income
for the period

Surplus transferred to
accumulated profit
On account of incremental
depreciation relating to surplus
on revaluation of property plant
and equipment net of tax”

Transaction with owners of the
company, recognized directly in
equity - Distributions

Issuance of bonus shares

@12% for the year ended

31 December 2017

Final dividend @ Rs. 10 per
share for the year ended
31 December 2017

- (6,783,464)

30,650,770 -

531,265,673

6,783,464

(30,650,770)

(255,423,160)

531,265,673

6,783,464

(30,650,770)

(255,423,160)

531,265,673

(255,423,160)

Balance as at 30 September 2018

286,073,930 377,219,691

114,000,000 1,884,947,361

1,998,947,361

2,662,240,982

Balance as at 01 January 2019

286,073,930 370,409,400

114,000,000 2,076,679,480

2,190,679,480

2,847,162,810

Profit for the period ended
30 September 2019

Other comprehensive loss

725,036,218

725,036,218

725,036,218

Total comprehensive income
for the period

Surplus transferred to
accumulated profit
On account of incremental
depreciation relating to surplus
on revaluation of property plant
and equipment - net of tax”

Transaction with owners of the
company, recognized directly in
equity - Distributions

Issuance of bonus shares

@ 10% for the year ended

31 December 2018

Final dividend @ Rs. 13 per
share for the year ended
31 December 2018

- (10,857,972)

28,607,390 -

725,036,218

10,857,972

(28,607,390)

(371,896,109)

725,036,218

10,857,972

(28,607,390)

(371,896,109)

725,036,218

(371,896,109)

Balance as at 30 September 2019

314,681,320 359,551,428

114,000,000 2,412,070,171

2,526,070,171

3,200,302,919

The annexed notes from 1 to 23 form an integral part of these financial statements.

Dr. Adeel Abbas

Chief Executive Officer
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Taufig Ahmed Khan

Director

Javed Hussain

Chief Financial Officer
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Selected Notes to the Condensed interim

Consolidated Financial Information (un-audited)
For The Nine Months Ended 30 September 2019

1 THECOMPANY AND ITS OPERATIONS

The Highnoon Group ("the Group") comprises of Highnoon Laboratories Limited ("HNL") ("the
Holding Company") and Curexa Health (Private) Ltd (formaly Procef Laboratories (Private)
Limited) (formerly Biocef (Private) Limited) ("CXH")("the Subsidiary Company").

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

The subsidiary company was incorporated on 10 June 2015 as a private limited company. The
registered office of HNL is situated at 17.5 KM Multan Road, Lahore. It is set up with principle
objectto carry on business as manufacturers, importers, exporters, producers, preparers, refiners,
buyers, seller and dealers of all kinds of pharmaceutical, drugs, medicines medicaments, basic
raw material, herb salts, acids, alkalis, chemical and surgical material, instruments and appliances
patent and proprietary articles. It owns Greenfield pharmaceuticals project that envisages
production of cephalosporin drugs. The Subsidiary has started its commercial operation in the
month of November 2017.

2 STATEMENT OF COMPLIANCE

2.1 These condensed interim consolidated financial statements have been prepared in
accordance with accounting and reporting standards as applicable in Pakistan on
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 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. In case the provisions of and directives issued
under the Companies Act, 2017 differ with the requirements of IAS 34, the provisions of
and directivesissued underthe Companies Act, 2017 shall prevail.

2.1 Thiscondensedinterim consolidated financialinformation is un-audited and is being
submitted to shareholders, as required by section 237 of the Companies Act, 2017.

3 BASIS OF PREPARATION

3.1 These condensed interim consolidated financial information of the Group for the nine
months period ended 30 September 2019 has been prepared in accordance with the
requirements of the International Accounting Standard 34 - Interim Financial Reporting
as are notified under Companies Act, 2017, provisions of and directives issued under
CompaniesAct, 2017.

3.2 These unconsolidated condensed interim financial statements are presented in Pak
rupee, whichis also the functional currency of the Company. Figures have been rounded
off to the nearestrupee, unless otherwise stated.

This condensed consolidated interim financial information does not include all the

information and disclosures required in annual financial statements, and should be read
in conjunction with the Group's annual financial statements as at 31 December 2018.
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Selected Notes to the Condensed interim

Consolidated Financial Statements (un-audited)
For The Nine Months Ended 30 September 2019

4 ACCOUNTINGPOLICIES

The accounting policies adopted for the preparation of this condensed consolidated interim
financial information are the same as those applied in the preparation of the preceding annual
published financial statements of the Group for the year ended 31 December 2018 except for the
following:

4.1

4.2

35

IFRS 15 Revenue from contracts with customers

IFRS 15 replaces the previous revenue standards: IAS 18 Revenue, IAS 11 Construction
Contracts and the related interpretations on revenue recognition. IFRS 15 introduces a
single five step model for revenue recognition and establishes a comprehensive
framework for revenue recognition of revenue from contracts with customers based ona
core principle that an entity should recognize revenue representing the transfer of
promised goods and services to customers in an amount that reflects the consideration
towhich the entity expects to be entitled in exchange for those goods or services.

The impact of aforementioned has been determined to be immaterial to these interim
financialinformation.

IFRS 16 Leases
During the current year, the Group have adopted IFRS 16 as issued by the International
Accounting Standards Board (IASB)in January 2016.

IFRS 16 supersedes 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 standard sets out the
principles for the recognition, measurement, presentation and disclosure of leases and
requires lessees to account for all leases under a single on-balance sheet model.

The Group has lease contracts for its various branches. Before the adoption of IFRS 16,
the Group classified each of its leases (as lessee) at the inception date as an operating
lease. In an operating lease, the leased property was not capitalized and the lease
payments were recognized as rent expense in profit or loss on a straight-line basis over
the lease term. Any prepaid rent and accrued rent were recognized under prepayments
andtrade and other payables, respectively.

Upon adoption of IFRS 16, the Group initially recognized a lease liability for the
obligation to make lease payments and a right-of-use (RoU) asset for the right to use the
underlying asset for the lease term against a consideration. The lease liability is
measured at the present value of the consideration (lease payments) to be made over
the lease term. The lease payments are discounted using the interest rate implicit in the
lease, unless it is not readily determinable, in which case the lessee may use the
incremental rate of borrowing. The right-of-use asset is initially measured at the present
value of lease liability, adjusted for lease prepayments and borrowing costs.

As permitted by the transitional provisions of IFRS 16, the Group elected not to restate
the comparative figures and not to adjust the opening retained earnings. Accordingly,
adjustment to the carrying amount of assets and liabilities were recognized in the
current period.

The Group also applied the available practical expedients whereinit:

Used a single discount rate to a portfolio of leases with reasonably similar
characteristics.

Relied on its assessment of whether leases are onerous immediately before the date of
initial application.

Excluded the initial direct costs from the measurement of the right-of-use asset at the
date of initial application.
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4.2.1 Summary of new accounting policies

Set out below are the new accounting policies of the Group upon adoption of IFRS 16,
which have been applied from the date of initial application:

i) Right-of-useassets

The Group recognizes right-of-use assets at the commencement date of the lease
(i.e., the date the underlying asset is available for use). Right-of-use assets are
measured at cost, less any accumulated depreciation and impairment losses, and
adjusted for any remeasurement of lease liabilities. The cost of right-of-use assets
includes the amount of lease liabilities recognized, initial direct costs incurred, and
lease payments made at or before the commencement date less any lease
incentives received. Unless the Group is reasonably certain to obtain ownership of
the leased asset at the end of the lease term, the recognized right-of-use assets are
depreciated on a straight-line basis over the shorter of its estimated useful life and
the lease term. Right-of-use assets are subject toimpairment.

Lease liabilities

At the commencement date of the lease, the Group recognizes lease liabilities
measured at the present value of lease payments to be made over the lease term.
The lease payments include fixed payments (including in-substance fixed
payments) less any lease incentives receivable, variable lease payments that
dependonanindexor arate, and amounts expected to be paid under residual value
guarantees.

=

In calculating the present value of lease payments, the Group uses the incremental
borrowing rate at the lease commencement date if the interest rate implicit in the
lease is not readily determinable. After the commencement date, the amount of
lease liabilities is increased to reflect the accretion of interest and reduced for the
lease payments made. In addition, the carrying amount of lease liabilities is
remeasured if there is a modification, a change in the lease term, a change in the in-
substance fixed lease payments or a change in the assessment to purchase the
underlying asset.

iii) Short-term leases and leases of low-value assets
The Group applies the short-term lease recognition exemption to its short-term
leases of machinery and equipment (i.e., those leases that have a lease term of 12
months or less from the commencement date and do not contain a purchase option).
Italso applies the lease of low-value assets recognition exemption to leases that are
considered of low value. Lease payments on short-term leases and leases of low-
value assets are recognized as expense on a straight-line basis over the lease term.

iv) Significant judgement in determining the lease term of contracts with renewal
options
The Group determines the lease term as the non-cancellable term of the lease,
together with any periods covered by an option to extend the lease if itis reasonably
certain to be exercised, or any periods covered by an option to terminate the lease, if
itisreasonably certain notto be exercised.

The Group has the option, under some of its leases to lease the assets for additional
terms of three to ten years. The Group applies judgement in evaluating whether it is
reasonably certain to exercise the option to renew. That is, it considers all relevant
factors that create an economic incentive for it to exercise the renewal. After the
commencement date, the Group reassesses the lease term if there is a significant
event or change in circumstances that is within its control and affects its ability to
exercise (or notto exercise) the optionto renew (e.g., a change in business strategy).
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The Group included the renewal period as part of the lease term for leases of branches
due to the significance of these assets to its operations. These leases have a short non-
cancellable period (i.e., three to 10 years) and there will be a significant negative effect
on productionif areplacementis notreadily available.

4.3 IFRS9Financiallnstruments
IFRS 9 replaces IAS 39 financial instruments: Recognition and Measurement, IFRS 9 sets
out new requirements for the accounting of financial instruments including
classification, measurement, impairment, and hedge accounting.

Under IFRS 9, the Group classifies financial assets, based on the business modelin which
they are managed, and their contractual cashflows. The principal categories of financial
assets under IFRS 9 are amortized cost, fair value through other comprehensive income
(FVOCI) and fair value through profit or loss (FVTPL). In accordance with the expected loss
impairment model introduced by IFRS 9, the Group assesses lifetime expected credit
losses on assets carried at amortized cost which include trade debts, advance to
employees, balance with banks, interest accrued, long term advances, long term
deposits, long term investments, other receivables, term deposits with financial
institution. While fair value changes for assets carried at fair value through profit and
loss, which includes short-term investments through mutual funds, are recognized in the
statement of profit or loss. The Group does not have assets carried at fair value through
other comprehensive income.

The management has reviewed and assessed the Group's existing financial assets for
impairment in accordance with the guidance included in IFRS 9, to determine the credit
risk associated with the respective financial assets and has incorporated the same in the
financial statements of the Group. The management has also concluded that the impact
of impairment of these financial assets under IFRS 9 is insignificant for the Group's
financial statements of prior period and accordingly no adjustment has been made to
the figures reported in previous period.

5 ACCOUNTINGESTIMATES AND JUDGMENTS

The preparation of consolidated condensed interim financial statements require management to
make judgments, estimates and assumptions that affect the application of accounting policies
and reported amount of assets and liabilities, incomes and expenses. Actual results may differ
from these estimates. The significant judgments made by management in applying the
Company's accounting policies and the key sources of estimation are the same as those that
applied to the financial statements for the year ended 31 December 2018.

37

6

a3REPORT 2019

CONTINGENCIES AND COMMITMENTS

Contingencies
Thereis no significant change in the contingencies since the date of preceding published annual
financial statements.

Un Audited Audited
30 September 31 December
2019 2018
Commitments Note
(Rupees)
Commitments againstirrevocable letters of creditinclude:
Raw materials 368,771,961 324,563,123
Packing materials 18,710,182 23,515,118
Finished goods 13,078,182 15,861,921
Plantand machinery 104,890,543 128,128,340
505,450,868 492,068,502
Rentals underijarah agreements:
Not later than one year 14,070,453 9,987,189
Laterthan one year but not later than five years 18,328,229 17,225,638
32,398,682 27,212,827
7  PROPERTY,PLANT AND EQUIPMENT
Operating fixed assets:
Owned assets 7.1 | 1,103,251,274(| 1,138,014,732
Right of Use-Assets 132,860,836 85,939,679
Capital work-in-progres 86,254,648 30,982,977
1,322,366,758  1,254,937,388
7.1 Operatingfixed assets (owned)

Openingbook value

1,138,014,732

1,182,566,020

Add: Additions duringthe period/ year - cost 7.11 96,275,460 82,091,064
Transferred from leased assets during the

period/year-vehicles 31,030,232 2,762,643

127,305,692 84,853,707

Less: Deletionsduringthe period/year 7.1.2 74,316,496 21,536,522

Depreciation during the period / year 87,752,655 107,868,473

162,069,151 129,404,995

Book value atthe end of the period / year

1,103,251,274

1,138,014,732

7.1.1 Additions during the period/year - cost

Plantand machinery 24,129,235 19,111,274
Building 105,000 3,930,895
Laboratory equipment 4,484,954 9,160,605
Furniture and fixtures 670,390 10,333,283
Electricand gas appliances 457,850 4,921,334
Office equipment 4,485,597 19,632,412
Vehicles 61,942,434 15,001,261

96,275,460 82,091,064
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Un Audited Audited
30 September 31 December
2019 2018
Note
—————————————— (Rupees) --=-----------
7.1.2 Deletions duringthe period/year
Laboratory equipment - 2,193,630
Vehicles 74,316,496 19,342,892
74,316,496 21,536,522
8  STOCKINTRADE
Raw materials
Inhand 719,501,412 591,435,860
Intransit 27,079,793 125,235,676
With third party 54,434,562 10,782,962
801,015,767 727,454,498
Packing material
Inhand 177,389,497 196,311,774
Intransit - 11,821,638
With third party 8,561,246 -
185,950,743 208,133,412
Workin process 167,600,336 112,613,709
Finished goods
Trading 157,978,594 232,567,466
Manufactured 412,730,482 96,461,098
570,709,076 329,028,564
Less: provision for slow movingand obsoleteitems 8.1 (20,680,706) (9,306,296)
1,704,595215 1,367,923,887
8.1 Provision forslow movingand obsolete items
Opening provision 9,306,296 11,361,112
Charge for the period 17,974,269 4,583,349
Written off during the period (6,599,859) (6,638,165)
Closing provision 20,680,706 9,306,296
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9  REVENUE-net
Manufactured products:

Local
Export

Tollmanufacturing

Less: Discount
Sales tax

10 COSTOFSALES

Manufactured pharmaceutical products:
Opening stock of finished goods
Costof goods manufactured

Closing stock of finished goods
Costof sales - manufactured
Costofsales - purchased products

11 RELATED PARTY TRANSACTIONS

Q3 REPORT 2019
Un-audited
Nine Month Period Ended Three Month Period Ended
30 September 30 September
2019 2018 2019 2018
------------ (Rupees) ==----=----- (Rupees)

6,222,166,294 5,013,301,607 2,108,068,748 1,700,296,985
268,717,775 245,725,415 114,959,244 115,865,697
6,490,884,069 5,259,027,022 2,223,027,992 1,816,162,682
326,589,550 256,519,446 79,981,733 94,623,800
6,817,473,619 5,515,546,468 2,303,009,725 1,910,786,482
131,753,256 50,208,369 44,286,453 16,394,660
26,207,470 22,056,458 7,082,958 6,280,073
157,960,726 72,264,827 51,369,411 22,674,733

6,659,512,893

5,443,281,641

2,251,640,314 1,888,111,749

345,795,985
3,407,279,115

256,602,345
2,624,119,755

411,718,491 267,049,335
1,071,724,125 960,485,906

3,753,075,100

2,880,722,100

1,483,442,616 1,227,535,241

(565,974,015) (329,900,660) (565,974,015) (329,900,660)
3,187,101,085 2,550,821,440 917,468,601 897,634,581
378,218,627 316,830,078 288,803,584 117,217,514

3,565,319,712

2,867,651,518

1,206,272,185 1,014,852,095

The related parties comprises associated companies, staff retirement funds, directors and key
management personnel. Transactions with related parties are as stated below:

11.1 Contribution towards employees' benefits fund:

Staff provident fund
Employees' welfare trust

11.2 Remuneration
Chief Executive Officer
Directors
Executives

11.3 Associates:

Purchase of goods
Purchase of assets

Un-audited
Nine Month Period Ended Three Month Period Ended
30 September 30 September
2019 2018 2019 2018
------------ (Rupees) ==----=----- (Rupees)
19,617,859 25,735,520 9,926,335 8,815,280
1,359,750 2,034,240 679,350 742,340
14,997,079 15,046,037 9,932,621 5,015,346
5,940,000 4,050,000 4,158,000 1,350,000
235,320,314 168,693,774 162,015,509 56,231,258
396,450,981 339,423,690 187,725,677 154,292,179
15,137,818 - - -
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11.4 Theoutstandingbalances of such parties are asunder:

Relationship with the Company
Associated company

Staff provident fund
Employees' welfare trust

DATE OF AUTHORIZATION OF ISSUE

Nature of balance

Creditors
Contribution payable
Contribution payable

Un Audited Audited
30 September 31 December
2019 2018
—————————————— (Rupees) -=---=--------
928,714 3,217,952
7,649,547 7,872,008
633,243 526,880

The Board of Directors has authorized this condensed interim consolidated financial information for

issuance on 29th October 2019.

GENERAL

13.1 Provisions in respect of Worker's Welfare Fund, Worker's Profit Participation Fund, Defined Benefit
Plan and Taxation are estimated and these are subject to final adjustment in the annual audited

financial statements.

13.2 Figureshave beenrounded offtothe nearestrupee unless otherwise specified.

Dr. Adeel Abbas
Chief Executive Officer
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Taufig Ahmed Khan

Director

Javed Hussain
Chief Financial Officer
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