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KARAM CERAMICS LIMITED
NOTICE OF ANNUAL GENERAL MEETING

th

Notice is hereby given that the 47" Annual General Meeting (the Meeting) the members of Karam Ceramics Limited (the Company) will be held on Monday,
November 16, 2026,at 2:30 pm , at the Registered Office A-31 SM.C.H.S Karachi to transact the following business:

ORDINARY BUSINESS

1. To confirm the minutes of the 46th Annual General Meeting held on 26th November 2025
2. To receive , consider and adopt the Audited Financial Statements of the Company together with the Chairman’s Review Report, the Directors’ Report and the
Auditors’ Reports there on for the year ended June 30, 2026.

In accordance with section 223 of the companies Act, 2017 and pursuant to the S.R.O 389(1)/2023 dated March 21,2023 the Annual Audited financial Statements
along with Reports of the Company can be accessed through the following QR enabled code and web link:

https:// karam.ceramics.com.pk/ annual —reports —for the —last —three —financial —years/?v=null

3. To appoint auditors for the year ending on June 30, 2027 and fix their remuneration.
The Board of Directors upon recommendation of the Audit Committee has recommended the name of M/s.Crowe Hussain Chaudhury & Co, Chartered
Accountants, the retiring auditors , for re-appointment as external auditors of the Company after obtaining their consent.

By order of the Board

Ovais Ahmed
Company Secretary Karachi Octboer 26, 2026

NOTES:

3. Online Participation via Zoom

1. Closure of Share Transfer Book Members and their proxies are being provided with the facility to
The share transfer books of the Company will remain closed from November participate in the meeting through electronic means via Zoom Video-Link.
08,2026 to November 16, 2026 (booth days inclusive). Physical transfers/ CDC Interestd membners are requested to get themselves registered by sending
Transaction IDs received in order by the Company 's share registrar, M/s THK the below mentioned praticulars from their registered email address to
Associates (Private) Limited. 32-C, Jami Commercial Street 2, D.H.A. Phase-VII, companys secretary-kcl@stargroup.com.pk Lates by the close of Business
Karachi. up to the close of business on November 6, 2026, be treated intime for the hours (5:00 Pm ) on November 07,2026:

purpose of attending and voting atthe meeting.

2. Proxies
A member of the Company entitled to participate and vote at this Meeting may i Ry
appoint any other member of the Company as his/her proxy to participate. Speak Mame of |CNIC Mo, Participant  |Cell No  |E-mail )

and vote on his/her behalf at the Meeting A member shall not be entitled to appoint M=mber | IR Mo

more than one proxy. The instrument appointing a proxy must be properly filled-in
/ executed and in order to be valid. must be received at the share regisrar office of
the Company. not later than forty-eight(48) hours before the time scheduled for the
Meeting.

1o/Falio No. address

Attested copy of Computerized Nationalldentity Card (CNIC) of the member

appointing the proxy shall be attached with the instrument. A company or a Members. who are registered. After the necessary verification. Will be
corporation being a member of the Company may appoint a reresentative through a  provided a Zoom Video-Link by the Company .Only those members whose
resolution its board of directors for attending and coting at the Meeting.Members. ~ names appear in the register of members as of November 7, 2026 will be
who have deposited their shares into Central Depositary Company of Pakistan entitled to participate in the Meeting via Zoom Video Link.

Limited. are further advised to follow the guidelines as laid down by the SECP

vide Cirecular No.1 of 2000.

An instrument of Proxy applicable for the Meeting is being provided with the 4. Video Link Facility

notice being sent to members. Further. Copies of the instrument of proxy may also  Pursuant to section 132(2) of the Companies Act, 2017. if the Company

be obtained from the registered office of the Company during normal office hours ~ receives consent from member holding aggregate 10% or more

of downloaded from the Company's website: http://www.karamceramics.com.pk shareholding. Residing in geographical location to participate in the
meeting through video conference at least seven days prior to the date of
meeting. the Company will arrange video conference facility in that city
subject to availability of such facility in that city.
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6. Statutory Code of Conduct at general Meetings

Members are advised to adhere to the Code of Conduct as provided in
section 215 of the Companies Act, 2017 and regulation 28 of the
Companies ( General Provisions and Forms) Regulations, 2018 Members
are further advised to a take note of meeting etiquettes as prescribedin
the Guidelines for professional Conduct in General Meetings ( The
Guide”) issued by SECP

7.Transmission of Annual Report and Notice of Annual

General Meeting

Company has placed the Audited Annual Financial Statements for the year
ended June 30,2026 along with the reports there on its Website:
www.karamceramics.com.pk and the same have also been emailed to
those members who had provided their email addresses .These are also
available on PUCARS system of the Pakistan Stock Exchange Limited and
can also be downloaded/ viewed using the following QR enabled code and
weblik:

https:// karam.ceramics.com.pk/ annual —reports —for the —last—three —financial
—years/?v=null

Any member requiring printed copy of the Annual Report 2026.may send a
request using a Standard Request Formplaced on Company's website
which shall be provided free of cost within seven (07) days.

The notice of Annual General Meeting Containing QR enabled code and
the weblink address to view and download the Annual Report including
annual audited financial statements has been placed on Company's
website: www.karamceramics.com.pk and in addition to being dispatched
physically to the members or has also been sent via email to those
members who had provided their email addresses, Furthermore, the notice
has also been published in English and Urdu Languages in a daily
newspaper of respective Language having nationwide cireculation

5. Gifts at the Meeting
As per SRO 452 (1)/2025 no gifts will be distributed at the meeting

9. Postal Ballot Facility and Scrutinizer

In accordance with the Companies (Postal Ballot) Regulations, 2018
(the Regulations), the right to vote through electronic voting
facility and voting by post shall be provided to members of the
Company in the manner and subject to conditions contained in
the Regulations, under regulation 11 of the Regulations, M/s Crowe
Hussain Chaudhury & Co, Chartered Accountants, (a QCR-rated
audit firm), being the statutory auditors of the Company, having
relevant experience, has been appointed to act as the Scrutinizer,
if so required, in case of election of directors, and to
undertake necessary relevant responsibilities as defined in the
Regulations.

10. General

Members holding shares in physical form are requested to promptly
notify Companys’ share registrar, M/s Thk Associates (Private)
Limited of any change in their postal /email addresses. Members
maintaining their shares in CDC should have their address/email
addresses updated with their relevant Participant/CDC account
services.

Members who by any reason, could not claim their dividend /shares
are advised to contact our shares registrar M/s. THK Associated
(Private) Limited to collect/ enquire about their unclaimed
dividends/shares, if any

In reference to section 72(2) of the Companies Act, 2017, all
members holding physical shares are requested to get concerted
their shares into book entry form at the earliest. This would facilitate
members in many ways including safe custody of shares,
avoidance of formalities required for issuance of duplicate shares,
etc. For the conversion of physical shares into book entry form, the
members may contact their Brokers, CDC participants or CDC
investor Account Service.

For any query/problem/ information, members may contact THK
Associates (Private) Limited at +92(21)111-000-322 EXT 110,
+92(21)5310191-5 and e-mail address: sfc@thk.com.pk
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CHAIRPERSON’S REVIEW REPORT

1. Board Structure

The Board comprises ten directors, including two women directors, with diverse professional experience and expertise. The
Board is supported by two committees: the Audit Committee, which also oversees risk management, and the Human
Resources and Remuneration Committee. Details of the Board and committee memberships are provided in the Directors’
Report.

2. Dynamics and Functioning of the Board

The Board meets quarterly in a professional and constructive environment that encourages active participation and open
discussion. Directors remain available to provide guidance and support to management whenever required. Board
discussions focus on informed decision-making and protecting the best interests of the Company.

3. Business Strategy and Governance

The Company operates in a mature and competitive market and continues to pursue appropriate production and marketing
strategies to strengthen its competitive position. With the guidance and oversight of the Board, management develops
strategic initiatives, monitors their implementation and ensures alignment with the Company’s long-term objectives.

4. Financial Reporting, Internal Audit and Internal Controls

The Company maintains appropriate systems and internal controls to promote transparency, integrity and accountability in
its financial and operational activities. Due to financial constraints, the internal audit function is managed in-house and has
contributed to strengthening financial oversight and management. The Company ’s external auditor is Crowe Hussain
Chaudhry & Co.

5. Risk Management

The Board remains committed to identifying, assessing and managing financial, operational, market and regulatory risks to
support business continuity. The Company manages its financial requirements prudently and closely monitors changes in
applicable tax laws and regulatory requirements.

6. Monitoring and Governance

The Board and the Audit Committee periodically review the Company ’s policies, procedures and internal controls to
promote effective governance and regulatory compliance. Annual evaluations of the Board and its committees are
conducted, and identified areas for improvement are addressed appropriately.

7. The Chairperson’s Role

As Chairperson, | remain committed to promoting the effective functioning of the Board and providing

appropriate leadership, guidance and oversight. | sincerely appreciate the continued support and valuable contributions of
my fellow directors, management and employees.

The Board remains committed to sound corporate governance, responsible oversight and sustainable growth in the best
interests of the Company and its stakeholders.

» Atiya Nasir

3 \
A W

Chairperson

Dated: October 21, 2026 6
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ANNUAL REPORT 2026
FINANCIAL HIGHLIGHTS
(Rs. In millions)

2026 2025 2024 2023 2022 2021 2020 2019 2018 2017
Sales 61748 584.21 1348 977 818 1126 927 1439 1210 861
Gross Profit -46.61 -531.85  -419 -362  -198 3574  -66 187 136 22
Expenses (Net) -555 -84.1 58 126 101 123 119 136 120 107
Profit before Taxtation -92.73  -623.4 -474 4845 -25777 -7.8 -95 51 16 85
Profit after Taxtation -100.46 -728.226 -432.08 -475 -251.8 41.63  -43 28 14 -75
Dividend % 5% 8% -
Right Shares % - - - - - - - - - -
Earning per Share (Rs.)  -6.90 -50.05 -29.70 -32.65 -17.30 286 -31.01 198 095 -512
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KARAM CERAMICS LIMITED
DIRECTORS’ REPORT
FINANCIAL YEAR ENDED 30 JUNE 2026

The Directors of the Company are pleased to present the Annual Report together with the Company’s Audited Financial Statements for
the financial year ended June 30, 2026.

1. BOARD OF DIRECTORS

No. Name Designation / Role
1 Mrs. Atiya Nasir Chairperson
2 Mr. Syed Mazhar Ali Chief Executive Officer
3 Mr. Alireza M. Alladin Director
4 Mr. Qasim Bashir Habib Director
5 Mr. Shuja Ahmed Alvi Director
6 Mr. Aamir Magbool Director
7 Mr. Abeezaar Noordin Poonawala Director
8 Ms. Samya Nasir Director
9 Mr. Syed Ahmed Ali Nasir Director
10 Mr. Syed Saad Ali Nasir Director

All Directors were elected at the 46th Annual General Meeting held on November 26, 2025.

2. BOARD COMPOSITION

Category Number
Male directors 8
Female directors 2
Independent directors 4
Non-executive directors 4
Executive directors 2
Total directors 10

3. BOARD COMMITTEES

Committee Member Role
Audit Committee Mr. Aamir Magbool Chairman
Audit Committee Mr. Abeezaar Noordin Poonawala Member
Audit Committee Mr. Shuja Ahmed Alvi Member

HR & Remuneration

Committee Mr. Abeezaar Noordin Poonawala Chairperson
HR & Remuneration

Committee Mr. Aamir Magbool Member
HR & Remuneration

Committee Mr. Qasim Bashir Habib Member

4. FINANCIAL PERFORMANCE

Summarized financial results (Rupees in thousands, except earnings per share)

Financial Item 2025-26 2024-25
Sales revenue 617,485 584,210
Gross loss 46,615 53,856
Loss before taxation 92.738 616.073
Loss after taxation 100,457 728,226

Earnings per share -6.9 -50.05
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5. GENDER PAY GAP — FY 2025-26

Employee Category Mean (%) Median (%)
Non-management 100% 100%
Upper management 54% 54%
Middle management 45% 57%
Lower management 9% 3%

6. BOARD MEETINGS AND ATTENDANCE

Name of Board Member Meetings Attended Total Meetings
Mrs. Atiya Nasir 4 4
(Chairperson)

Mr. Syed Mazhar Ali Nasir 4 4
(Chief Executive Officer)
. . . 3 4
Mr. Qasim Bashir Habib
Mr.Aamir Magbool 3 4
Mr. Shuja Ahmed Alvi 4 4
Mr. Abeezaar Noordin
3 4
Poonawala
Ms. Samya Nasir 4 4
Mr. Syed Ahmed Ali Nasir 4 4
Mr. Alireza M. Alladin 4 4
Mr. Lt. Gen. (Retd) Tariq
Waseem Ghazi 1 4
1 4

Mr. Syed Saad Ali Nasir

All directors except Mr. Lt. Gen. (Retd) Tariq Waseem Ghazi were appointed at the AGM held on November 26, 2025.
7. AUDIT COMMITTEE MEETINGS AND ATTENDANCE

Name of Member Meetings Attended Total Meetings
Mr. Shuja Ahmed Alvi 4 4
Mr. Aamir Magbool 3 4
Mr. Syed Ahmed Ali Nasir ) 4
Mr. Lt. Gen. (Retd) Tariq 1 4
Waseem Ghazi
Mr. Abeezaar Noordin
3 4

Poonawala

The Audit Committee was reconstituted on December 3, 2025.

8. HR & REMUNERATION COMMITTEE MEETINGS AND ATTENDANCE

Name of Member

Meetings Attended

Total Meetings

Mr. Abeezaar Noordin
Poonawala

1

1

Mr. Aamir Magbool

1

1

Mr. Qasim Bashir Habib

1

The HR & Remuneration Committee was reconstituted on December 3, 2025.

11
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9. BUSINESS REVIEW, OUTLOOK AND GOVERNANCE DISCLOSURES

Economic Environment

During 2026, Pakistan’s economy continued to show gradual macroeconomic stabilization, supported by lower interest rates, improved foreign
exchange reserves and relative exchange rate stability. These developments provided some support to business activity. However, high energy
costs, debt-servicing obligations, fiscal pressures and structural economic challenges continued to affect the business environment. Continued
economic reforms, fiscal discipline and measures to improve productivity and investment remain essential for sustainable long-term economic
growth.

Company Affairs and Principal Activities

The Board is committed to ensuring that shareholders are kept informed of all significant developments concerning the affairs and operations of
the Company. Relevant information is communicated through the Annual Report, interim quarterly reports, and disclosures made through the

Pakistan Stock Exchange information portal, as and when required. The Board encourages shareholders to actively participate in Annual General
Meetings and Corporate Briefing Sessions.

The Company’s financial statements and other relevant information are available at www.karamceramics.com.pk. An officer has been designated
to facilitate and respond to shareholders’ enquiries. The principal activity of the Company is the manufacture and sale of wall tiles.

Operations and Business

Sales revenue for 2025-26 was Rs. 617.485 million compared with Rs. 584.210 million in the previous financial year. Loss before tax was Rs.
92.738 million compared with Rs. 616.073 million in the previous financial year.

Future Outlook

The overall economic environment will continue to influence the Company’s operations. Management remains confident in its ability to navigate

these challenges through effective management, a committed workforce and strong customer relationships. The Company is focused on achieving its sales and
operational targets for the coming year.

The Company is also undertaking BMR for the commercial production of Porcelain Vitrified Tiles, which is expected to commence in the last quarter of the next
financial year. This value-added product is expected to strengthen the product portfolio, improve margins and support future growth.

Health, Safety and Environmental Impact

Health, Safety and Environmental matters remain a priority. The Company is committed to providing a safe working environment and managing its
environmental impact in line with applicable standards and continuous improvement practices.

Corporate Social Responsibility
The Company recognizes its social responsibilities and contributes, within its available resources, towards healthcare, education, environmental
protection and community welfare.

Risks, Uncertainties and Their Management

The Company maintains a risk management framework to identify and mitigate key risks. The prevailing economic environment, energy and fuel
costs, raw material prices and weak demand remain key challenges. The Company continues to monitor these risks and take appropriate measures to control costs
and improve efficiency.

Performance Evaluation of the Board and Committees

In accordance with the Listed Companies (Code of Corporate Governance) Regulations, 2019, the Chairman has carried out an evaluation of the
performance of Board members, the Board as a whole and its committees. The evaluation outcome was positive, and the Board considers that it
functions effectively and contributes to the operational well-being of the Company.

Remuneration of Executive Directors
Disclosure with respect to the remuneration of Directors and Executives is given in Note 31 to the Financial Statements.
Directors’ Training Programme

All directors have complied with the Directors’ Training Programme requirements and criteria prescribed in the applicable regulations.

Diversity and Inclusion

The Company has a policy to promote gender diversity within the organization. Female employees are encouraged to pursue senior positions
and take on additional responsibilities based on performance.

12
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9. BUSINESS REVIEW, OUTLOOK AND GOVERNANCE DISCLOSURES (CONTINUED)

Adequacy of Internal Financial Controls

Based on reviews, ongoing testing of financial reporting controls and in-house audits conducted during the year, the Company considers its
internal control system adequate and effectively implemented and monitored. The new ERP system is expected to enhance financial management
and control. The Directors continuously monitor the adequacy, effectiveness and timeliness of internal financial controls.

Transactions with Related Parties

Transactions with related parties entered into in the ordinary course of business are stated to be at arm’s length and are disclosed in the relevant
notes to the Financial Statements.

Material Changes and Commitments
There have been no material changes or commitments affecting the Company’s financial position between the financial year-end and the date
of this report, other than those disclosed in the Financial Statements or this report.

Dividend and Appropriations

In view of the Company’s performance during the year, no dividend has been declared.

Trading of Shares of the Company

During the year ended June 30, 2026, the Directors, Executives, their spouses and minor children did not trade in the Company’s shares, except
as disclosed in the Pattern of Shareholding.

Code of Corporate Governance
The Directors and management are committed to good corporate governance.
The Directors state that:

(i) The financial statements fairly present the Company’s state of affairs, results,cash flows and changes in equity;

(i) Proper books of account have been maintained;

(iii) Appropriate accounting policies have been consistently applied and estimates are reasonable and prudent;
(iv) IFRS have been used, with any departures adequately disclosed and explained;

(v) The internal control system is sound in design and has been implemented and monitored,

(vi) The going-concern assessment and any material uncertainties are disclosed appropriately; and
(vii) There have been no material departures from applicable corporate governance requirements.
A Code of Conduct has been prepared and delivered to every director and employee. The Board has adopted Vision and Mission Statements.

Appointment of Auditors

M/s. Crowe Hussain Chaudhry & Co., Chartered Accountants, have consented to act as auditors for the ensuing year and have a satisfactory rating under the
Quality Control Review Programme of the Institute of Chartered Accountants of Pakistan. The Directors recommend their appointment for the upcoming year.

Chairperson’s Review

The Directors endorse the contents of the Chairperson’s Review concerning the Company’s overall performance, future outlook, and the
performance and effectiveness of the Board.

Acknowledgement
The Directors appreciate the efforts of all stakeholders in contributing to the outcome for the current financial year, especially customers and
employees.

10. APPROVAL AND SIGNATURES
On behalf of the Board of Directors

- - L ~

W % Oy m " Wend
. _' - — = — 2 4 \ i, ! J
Chief Executive Officer Chairperson

Place: Karachi
Date: October 21, 2026
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Karam Ceramics Limited

Vision Statement

e To become leading Ceramic manufacturing Industry in Pakistan with complete unit of Tiles and Floor Tiles.

Mission Statement
e To produce unique designs, cost effective and durable product so as to compete with the imported tiles.

Corporate Goal
¢ Increase market share in Pakistan and export to other countries

Overall Corporate Strategy
e Maintain quality management system i.e. ISO 9002

¢ Contain cost and improve quality by automation of production line and training to personnel

RANGE OF PRODUCTS
COLOURED & DECORATIVE /EFFECT GLAZED WALL TILES /FLOOR TILES

300mm x 300 mm.
250 mm x 600 mm.
400 mm x 400 mm.

Future Size

750 mm x 1500 mm.
600 mm x 1200 mm.
400 mm x 800 mm.
600 mm x 600 mm.
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STATEMENT OF COMPLIANCE WITH
LISTED COMPANIES (CODE OF CORPORATE GOVERNANCE) REGULATIONS, 2019

KARAM CERAMICS LIMITED

FOR THE YEAR ENDED JUNE 30, 2026

The Company has complied with the requirements of the Regulations in the following manner:-

1.

The total number of directors are ten as per the following:

a. Male 8

b. Female 2

The composition of the Board is as follows:

Mr. Aamir Magbool

Mr. Abeezar Noordin Poonawala
Mr. Qasim Bashir Habib

Mr. Shuja Ahmed Alvi

i. Independent directors

Mrs. Atiya Nasir - Chairperson
Mr. Syed Ahmed Ali Nasir
Mr. Saad Ali Nasir

ii. Non-executive directors (including
female director)

Mr. Syed Mazhar Ali Nasir - Chief Executive Officer
Mr. Alireza M Alladin
Miss. Samya Nasir

iii. Executive directors (including
female director)

During the year, no casual vacancy occurred in the Board of Directors;

Election of Directors was held on November 26, 2025 and the related pre/post requirements of the relevant
laws and regulations have been complied with, except for the selection of independent directors from the
databank as explained in paragraph 20 below;

The directors have confirmed that none of them is serving as a director on more than seven listed companies,
including this company;

The Company has prepared a code of conduct and has ensured that appropriate steps have been taken to
disseminate it throughout the company along with its supporting policies and procedures;

The Board has developed a vision/mission statement, overall corporate strategy and significant policies of the
Company. The Board has ensured that complete record of particulars of the significant policies along with
their date of approval or updating is maintained by the Company;

All the powers of the Board have been duly exercised and decisions on relevant matters have been taken by the
Board/ shareholders as empowered by the relevant provisions of the Act and these Regulations;

The meetings of the Board were presided over by the Chairperson. The Board has complied with the
requirements of Act and the Regulations with respect to frequency, recording and circulating minutes of
meeting of the Board;
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All Directors have either completed Directors’ Training program or are exempt from doing so under these
Regulations;

The Board has approved appointment of head of internal audit, including his remuneration and terms and
conditions of employment, except that the head of internal audit does not meet the qualification criteria
prescribed under the Regulations as explained in paragraph 20 below. However, no new appointments or
change in terms and conditions of chief financial officer and company secretary took place during the year;

Chief financial officer and chief executive officer duly endorsed the financial statements before approval of the
Board;

The Board has formed committees comprising of members given below:

a)  Audit Committee (BAC)

Mr. Aamir Maqgbool Chairman
Mr. Abeezar Noordin Poonawala Member
Mr. Shuja Ahmed Alvi Member

b) Human Resource and Remuneration Committee (HRRC)

Mr. Abeezar Noordin Poonawala Chairman
Mr. Aamir Magbool Member
Mr. Qasim Bashir Habib Member

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

The frequency of meetings of the Committees were as per following:
a) Audit Committee: Four quarterly meetings during the year.

b) HR and Remuneration Committee: One meeting during the year.

The Board has established an internal audit function, designating a team of officials who are experienced for
the purpose and are well conversant with the Company’s policies and procedures. However, the head of
internal audit does not meet the qualification criteria prescribed under regulation 23 of the Regulations as
explained in paragraph 20 below;

The statutory auditors of the Company have confirmed that they have been given a satisfactory rating under
the Quality Control Review program of the Institute of Chartered Accountants of Pakistan and registered with
Audit Oversight Board of Pakistan, that they and all their partners are in compliance with International
Federation of Accountants (IFAC) guidelines on code of ethics as adopted by the Institute of Chartered
Accountants of Pakistan and that they and the partners of the firm involved in the audit are not a close relative
(spouse, parent, dependent and non-dependent children) of the chief executive officer, chief financial officer,
head of internal audit, company secretary or director of the Company;

The statutory auditors or the persons associated with them have not been appointed to provide other services
except in accordance with the Act, these Regulations or any other regulatory requirement and the auditors have
confirmed that they have observed IFAC guidelines in this regard;

We confirm that all requirements of regulations 3 (Number of Directorship), 6 (Independent Director), 7
(Female Director), 8 (Executive Director), 27 (Audit Committee), 32 (Terms of appointment of external
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auditor), 33 (Rotation of auditors) and 36 (Compliance Statement and Auditor Review) of the Regulations
have been complied with, except for the requirement of regulation 6(3) relating to the selection of independent
directors from the databank, as explained in paragraph 20 below; and

20. Explanation for non-compliance with requirements of the Regulations is given below:

N%). Requirement Explanation of Non-compliance
Sustainability Committee:
As per requirements of the C.0d6? .the board.shogld The Board will review the matter and will
oversee the. company’s sustamabﬂl.ty and Diversity | oo compliance with Regulation 10A in due
equ.lty .and inclusion (P E&I),Aafioptmg S‘ECP ,’S ESG | course.  This  includes constituting  a
Guidelines ar.1d ensuring policies for leGI‘?lty 'a.nd Sustainability Committee, or assigning its
g.ender. equal.lty. They must manage sustalnabl.hty responsibilities to an  existing Board
1 risks, including climate-related .ones, and reylew committee, and formulating and approving a
perforrpance regularly. A fledlcated commlt'Fee, sustainability and DE&I policy. Appropriate
including at least one fema?e director, should monitor | i< josures on the assessment and management
these efforts, ensure compliance, and.report annually. | o sustainability-related risks and on DE&I
The director’s report should cover risk management | ..o oo il be included in future Directors’
and DE&I initiatives. However, the board has not Reports.
constituted such a committee as required by the
regulations.
Head of Internal Audit - Qualification:
As per regulation 23 of the Regulations, no person | The Board will review the matter and will
shall be appointed as or continue to hold the position | ensure compliance with regulation 23 of the
2 of head of internal audit unless he/she possesses the | Regulations by appointing or designating a
prescribed qualification and experience. The head of | suitably qualified person as head of internal
internal audit of the Company does not meet the | audit.
prescribed qualification criteria.
Performance Appraisal of Head of Internal Audit:
As per regulation 31(2) of the Regulations, the | The performance appraisal of the head of
3 performance appraisal of the head of internal audit | internal audit will be carried out jointly by the
shall be done jointly by the Chairman of the Audit | Chairman of the Audit Committee and the
Committee and the Chief Executive Officer. The | Chief Executive Officer in the next year.
appraisal was not carried out during the year.
Annual Evaluation of the Board:
As per regulation 10(3)(v) of the Regulations, the The Board approved its Performance
Board shall ensure that a formal and effective | Evaluation Policy on December 3, 2025. The
4 mechanism is in place for an annual evaluation of the | first evaluation of the Board, its members and
Board’s own performance, members of the Board | committees will be carried out for the year
and its committees. The evaluation was not carried | ending June 30, 2027.
out during the year.
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Requirement

Explanation of Non-compliance

Whistle Blowing Policy:

As per regulation 10(4)(0o) of the Regulations, the
Board shall maintain a whistle blowing policy
establishing a mechanism to receive and handle
complaints in a fair and transparent manner while
providing protection to the complainant against
victimization. The Company has not established a
formal whistle blowing policy.

Concerns are currently reported under the
Company’s Code of Ethics and Business
Practices. A formal whistle blowing policy will
be placed before the Board for approval.

Selection of Independent Directors:

As per regulation 6(3) of the Regulations read with
section 166 of the Companies Act, 2017, independent
directors shall be selected from a databank
containing names, addresses and qualifications of
persons eligible and willing to act as independent
directors, maintained by an institute, body or
association notified by the Commission. The
independent directors of the Company were
appointed from external sources and not from such
databank.

The independent directors meet the criteria of
independence under section 166 of the
Companies Act, 2017 and have submitted
declarations to that effect. The Company will
ensure that independent directors are selected
from the notified databank at the next election
of directors.

Syed Mazhar Ali Nasir
Chief Executive Officer

Atiya Nasir
Chairperson
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Independent Auditor's Review Report

To the members of Karam Ceramics Limited

Review Report on the Statement of Compliance contained in Listed Companies
(Code of Corporate Governance) Regulations, 2019

We have reviewed the enclosed Statement of Compliance with the Listed Companies (Code of
Corporate Governance) Regulations, 2019 (the '‘Regulations’) prepared by Board of Directors of
Karam Ceramics Limited (the ‘Company’), for the year ended June 30, 2026 in accordance with the
requirements of regulation 36 of the Regulations.

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

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

The Regulations require the Company to place before the Audit Committee, and upon
recommendation of the Audit Committee, place before the Board of Directors for their review and
approval, its related party transactions and also ensure compliance with the requirements of section
208 of the Companies Act, 2017. We are only required and have ensured compliance of this
requirement to the extent of the approval of the related party transactions by the Board of Directors
upen recommendation of the Audit Commitiee.

Based on our review, except for the non-compliance highlighted, nothing has come to our attention
which causes us to believe that the Statement of Compliance does not appropriately reflect the
Company’s compliance, in all material respects, with the requirements contained in the Regulations as
applicable to the Company for the year ended June 30, 2026.

S.RNO PARAGRAPH DESCRIPTION
REFERENCE

1 10A The Board has not constituted a sustainability committee or
assigned its responsibilities to an existing committee, and
has not adopted policies on sustainability and diversity,
equity and inclusion, as required by regulation 10A of the

Regulations.

2 23 The head of internal audit of the Company does not possess
the qualification prescribed under regulation 23 of the
Regulations.

3 31(2) The performance appraisal of the head of internal audit was

not carried out jointly by the Chairman of the Audit
Committee and the Chief Executive Officer, as required by

regulation 31(2) of the Regulations.

”
L

oy
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S.R NO PARAGRAPH
REFERENCE

DESCRIPTION

4 10(3)(v)

The annual evaluation of the performance of the Board, its
members and committees was not carried out during the

year, as required by regulation 10(3)(v) of the Regulations.

5 6(3)

The independent directors of the Company were not
selected from the databank of independent directors
maintained by an institute, body or association notified by
the Commission, as required by regulation 6(3) of the
Regulations read with section 166 of the Companies Act,
2017.

s /
£ ‘f{bﬁ{c {:?(-;' pelze (_,/

Crowe Hussain Chaudhury & Co.

Chartered Accountants
Islamabad.

Dated: October 26, 2026

UDIN: CR202610349rx1HQyBCh
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Independent Auditor’s Report
To the members of Karam Ceramics Limited
Report on the Audit of the Financial Statementis

Qualified Opinion

We have audited the annexed financial statements of the Karam Ceramics Limited (the Company)
which comprise the statement of financial position as at June 30, 2026 and the statement of profit or
loss, the statement of comprehensive income, the statement of changes in equity, the statement of
cash flows for the year then ended, and notes to the financial statements, including a summary of
material accounting policy information and other explanatory information, and except for the matter
stated in the Basis for Qualified Opinion section of our report, we state that we have obtained all the
information and explanations which, to the best of our knowledge and belief, were necessary for
the purposes of the audit.

In our opinion and to the best of our information and according to the explanations given to us, except
for the effects of the matter discussed in the Basis for Qualified Opinion section of our report, the
statement of financial position, the statement of profit or loss, the statement of comprehensive income,
the statement of changes in equity and the statement of cash flows together with the notes forming part
thereof conform with the accounting and reporting standards as applicable in Pakistan and give the
information required by the Companies Act, 2017 (XIX of 2017), in the manner so required and
respectively give a true and fair view of the state of the Company's affairs as at June 30, 2026 and of its
loss and other comprehensive income, the changes in equity and its cash flows for the year then
ended.

Basis for Qualified Opinicn

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

We noted that the company made disclosures related to contingencies which are not confirmed by the
legal consultant. Moreover, external legal confirmation disclosed several pending cases that are not
being disclosed in the current year's financial statements. The legal confirmation is also not detailed
and covering the assessment of the possible outcome of the cases. Due to differences in disclosures
reported and matters of external confirmation, we were unable to satisfy ourselves as to the adequacy
of provisions recorded and disclosure of contingent liabilities.

Material Uncertainty Relating to Going Concern

We draw attention to Note 1.1 to the financial statements, which indicates that as at June 30, 2026, the
Company is incurring losses since past several years. During the current year, it has incurred a gross
loss of Rs. 46.61 million and a net loss before income tax and levy of Rs. 92.74 million. The
accumulated losses of the Company amounted to Rs. 1,638.55 millicn. Moreover, the current liabilities
also exceeded its current assets by Rs. 332.32 million at the year end and has negative operating cash
flows of Rs. 52.83 million. These conditions indicate the existence of material uncertainty that may cast
doubt on the Company's ability to continue as a going concern. Our opinion is not modified in respect of
this matter.

26



WALL TILES - FLODHE TiLES

SNA

Key Audit Matter

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

Following are the key audit matters:

S. no. | Key Audit Matter How the matter was addressed in our audit

1 Revenue from contracts with Our audit procedures in this area, amongst others,
customers included the following:
Refer note 21 to the annexed financial | * Assessed the design, implementation and
statements operating effectiveness of the key internal controls
The Gompany e engaced Inibs involved in revenue recognition;
manufacturing and sale of tiles. Revenue | * Understood and evaluated the accounting policy
is recognised when performance with respect to revenue recognition:;
obligation is satisfied by transferring « Performed testing of revenue transactions on a
control of a promised good to & customer. | sample basis with underlying documentation
The Company recognised revenue including dispatch documents and sales invoices;
aggregating to Rs. 617.48 million, netof | - : i
taxes for the year ended June 30, 2026. ested_ on a sample basis, specific revenue ;

transactions recorded before and after the reporting

We considered revenue as a key audit date with underlying documentation to assess
matter, being cne of Company’s key whether revenue was recognised in the correct
performance indicators. In addition, period;
revenue was also considered as an area | , porformed audit procedures to analyze variation in
of significant audit risk as part of the audit the price and quantity sold during the year; and
process.

» Assessed the adequacy of disclosures made by
the Company in accordance with the applicable
financial reporting framewaork.

2 Existence and valuation of stock in Our audit procedures in this area, amongst others,
trade included the following:
Refer note 8 to the annexed financial | . gyajyated the Company’s procurement and
statements consumption process for raw and packing materials,
As at the reporting date, the stock-in- and tested the design and operating effectiveness of
trade balance amounting to Rs. 234.88 | related internal controls.
million which constitutes approximately - Observed the year-end physical stock count to
12.14% of total assets of the Company. confirm the existence and condition of inventory.
This comprises raw and packing material, | _ REiEaH FER " d f
work-in-process (WIP) and finished EVienES MoeI- i DIOSSI NI
goods. evaluating the NRV of stock-in-trade.

; . » Performed testing on sample basis to assess the
We have considered this area to be a key | NRy and evaluate% the adeﬂquacy of write down of
?Ud't mattey dus to 'FS ma_teria_lrly and stock-in-trade to NRV by performing a review of
Judgments tnvo!ved A est_lmatmg the sales close to and subsequent to the year-end and
NRV of underlw_ng stock-lp-trade and the comparing the cost for a sample of products.
management’s judgment involved in
determining an appropriate costing basis | * Evaluated the appropriateness and accuracy of
and assessing its valuation. provision for slow maving stock-in-trade assessed
by the management, on a sample basis.
L
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* Assessed the appropriateness of management's
basis for the allocation of cost and production
overheads and recalculated per unit cost of finished
goods, on a sample basis.

= Assessed the adequacy and appropriateness of
related financial statement disclosures in
accordance with the applicable financial reporting
framework.

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

The management is responsible for the other information. The other information comprises the
information included in the annual report, but does not include the financial statements and our auditor’s
report thereon.

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

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is a material misstatement
of this other information, we are required to report that fact. As described in the Basis for Qualified
Opinion section above, we were unable to obtain sufficient appropriate audit evidence regarding the
adequacy of provisions recorded and disclosure of contingent liabilities. We conclude that there is a
material misstatement of this other information, we are required to report that fact. We have nothing to
report in this regard.

Responsibilities of Management and Board of Directors for the Financial Statements

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

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

Board of directors are responsible for overseeing the Company's financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

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

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

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

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

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

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

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

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

Report on Other Legal and Regulatory Requirements

Based on our audit, except for the matters described in the Basis for Qualified Opinion section, we
further report that in our opinion:

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

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

"f‘?’f}..
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¢) investments made, expenditure incurred and guarantees extended during
purpose of the Company’s business; and

d) no zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 (XVI1il of 1980).

The engagement partner on the audit resulting in this independent auditor's report is C.A Habib.

%lm‘ pan \__
Crowe Hussain Chaudhury & Co.
Chartered Accountants

Place: Islamabad
Date: October 24, 2026
UDIN: AR20261034%0mP80rDCa
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STATEMENT OF FINANCIAL POSITION

AS AT JUNE 30, 2026
{Expressed in Pakistani Rupees)

Note 2026 2025
ASSETS
Nen-current assets
Property, plant and equipment 5 1,545,299,843 1,187 916,387
Long term deposits 6 66,326,223 66,326,223
1,611,626,066 1,254,242,610
Current assets
Stores and spares 7 52,965,559 53,658,830
Stock in trade 8 234,888,674 132,222 530
Loans, advances and other receivables 9 117,249 107,269
Advance tax 6,062,237 3,714,929
Refunds due from the government 10 19,680,984 25,612,249
Cash and bank balances 11 9,749,352 23,501,007
323,464,055 238,716,814
TOTAL ASSETS 1,935,090,121 1,492,959 424
EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES
Authorized share capital
45,000,000 (2025: 45,000,000) ordinary shares of Rs.10 each 12.1 450,000,000 450,000,000
Issued, subscribed and paid-up capital 122 145,486,760 145,486,760
Accumulated losses {1,638,550,261) (1,575,302.084)
Surplus on revaluation of freehold land and building on freehold 13 1,031,992,901 630,926,498
land
Remeasurement of retirement benefit obligation 2,340,702 2,340,702
Subordinated loan 14 1,738,034,796 1,701,734,796
1,279,304,898 905,186,672
LIABILITIES
Non-current liabilities
Deferred taxation 15 - -
Current liabilities
Trade and other payables 16 382,251,080 310,371,208
Short term borrowing 17 116,500,000 116,500,000
Contract liability 18 129,463,490 133,746,825
Post employment benefits 19 16,190,497 16,190,497
Unclaimed dividend 513,191 513,191
Dividend payable 3,148,406 3,148,406
Levy 7,718,559 7,302,625
655,785,223 587,772,752
Total liabilities 655,785,223 587,772,752
Contingencies and Commitments 20

TOTAL EQUITY AND LIABILITIES

1,935,090,121

1,492,950,424

The annexed notes from 1 to 42 form an integral part of these financial statements.

I Y .
o

Chief Executive Officer

I

/ . 2
I o of
‘Chief Financial Officer /Director
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KARAM CERAMICS LIMITED ..NonA
STATEMENT OF PROFIT OR LOSS

FOR THE YEAR ENDED JUNE 30, 2026

(Expressed in Pakistani Rupees)

Revenue - net
Cost of sales
Gross loss

Selling and distribution expenses
Administrative expenses
Other expenses

Operating loss

Other income
Finance cost

Loss before levy and income tax
Levy

Loss before income tax

Deferred tax income

Loss after taxation

Loss per share - basic and diluted

Note 2026 2025

21 617,484,758 584,210,014
22 (664,099,523) {1,116,0866,734)
(46,614,765) (531,856,720)

23 (10,181,464) (5,130,958)
24 (44,158,939) (36,380,826)
25 - (38,254,432)
(54,340,403) (79,766,216)
{100,955,168) (611,622,936)

26 9,339,857 736,007
27 (1,123,416) (5,186,559)
8,216,441 (4,450,552)
(92,738,727) (616,073,488)

28 (7,718,559) (7,302,625)
(100,457,286) (623,376,113)

- (104,850,337)

(100,457,286) (728,226,450)

29 (6.90) {50.05)

The annexed notes from 1 to 42 form an integral part of these financial statements.

£ N
%\\ﬁ e

Chief Executive Officer

2/‘
gﬂzﬁ’él Officer

- &
r

5

-

Directar
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KARAM CERAMICS LIMITED NN A

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2026
(Expressed in Pakistani Rupees)

Note 2026 2025

Loss after taxation (100,457,286) (728,226,450)
Other comprehensive income
Items that will not be subsequently reclassified to
statement of profit or loss
Surplus on revaluation of freehold land and building on freehold 13
land 438,275,512 -
Reversal of deferred tax liability on revaluation surplus on building
on freehold land 13 - 119,896,018

438,275,512 119,896,018
Total comprehensive loss for the year 337,818,226 £608!330!432!

The annexed notes from 1 to 42 form an integral part of these financial statements.

N T g

Chief Executive Officer ChiefFinancial Officer Dlrector
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KARAM CERAMICS LIMITED
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED JUNE 30, 2026
{Expressed in Pakistani Rupees)

CASH FLOWS FROM OPERATING ACTIVITIES
Loss before levy and income tax

Adjustments for non-cash items

Depreciation

Provision for refundable taxes

Gain on disposal of property, plant and equipment
Exchange (gain) / loss

Finance cost

(Increase) | decrease in current asset
Stores and spares

Stock in trade

Loans, advances and other receivables

(Decrease) / Increase in current liabilities
Trade and other payables
Contract liability

Cash flows used in operations

Taxes (paid) / refunded - net
Exchange loss
Gratuity paid

Net cash flows used in operations

CASH FLOWS FROM INVESTING ACTIVITIES
Additions to property, plant and equipment

Proceeds from disposal of property, plant and equipment

Note 2026 2025
(92,738,727)  (616,073,488)

5.3 85,420,201 87,977,416
10 . 37,701,865
26 (8,432,008) (97,539)
25 (519,402) 152,567
27 1,123,416 5,186,559
77,592,207 130,920,868
(15,146,520)  (485,152,620)

693,271 37,579,298

(102,666,144) 454,642,882

(9,980) 896,811

(101,982,853) 493,118,991
72,399,274 (134,338,943)
(4,283,335) (77,222,062)
68,115,939 (211,561,005)
(49,013,434)  (203,594,634)
(3,818,668) 9,954,587
; (2,606,879)

(3,818,668) 7,347,708

Net cash flows generated from / (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Subordinated loan obtained during the year
Finance cost paid

Short term borrowing obtained during the year

Net cash flows generated from financing activities

Net (decrease) / increase in cash and cash equivalents

Cash and bank balance at the beginning of the year
Cash and bank balance at the end of the year

(52,832,102)

(196,246,926)

(7,126,137) (5,650,275)
11,030,000 100,000
3,903,863 (5,550,275)
36,300,000 214,000,000
(1,123,416) (5,186,559)
. 5,000,000
35,176,584 213,813,441
(13,751,655) 12,016,240
23,501,007 11,484,767
9,749,352 23,501,007

The annexed notes from 1 to 42 form an integral part of these financial statements.

C‘f,{v

i

)
\y e ] /
I —
Chief Executive Officer __Chief Firfas

ial Officer

p

-
/;;"f/ﬁﬁector

35



'KARAM CERAMICS LIMITED
NOTES TO THE FINANCIAL STATEMENTS NO A

FOR THE YEAR ENDED JUNE 30, 2026
(Expressed in Pakistani Rupees)

1 THE LEGAL STATUS AND OPERATIONS

Karam Ceramics Limited (the Company) was incorporated in Pakistan on April 8, 1979 as a public limited
company under the repealed Companies Act, 1913 (now Companies Act, 2017). The shares of the
Company are quoted on Pakistan Stock Exchange. The registered office of the Company is situated at A-
31, S.M.C.HS, Karachi, Pakistan. The principal activity of the Company is manufacturing and sale of tiles.

Geographical locations and addresses of the bussiness units of the company are as under:

Location Address Purpose
Karachi _ |296/311, Deh Halkani, Hub Dam Road, Manghopir Factory

On November 12, 2021, an intention for the acquisition of upto 95.6% shares by Swat Ceramics
(Private) Limited (SCPL) was made in accordance with Securities Act 2015 and the Listed Companies
(Substantial Acquisition of Voling Shares and Takeovers) Regulations, 2017. However, the proposed
acquisition was changed by changing the proposed acquisition through the sponsors of SCPL .

On March 04, 2022 the proposed acquirer entered in to an share purchase agreement with the sponsors
of the Company for the purchase of 10,613,259 shares which represents 72.95% of the total capital of
the Company at a price of Rs. 20 per ordinary share. Further, a public announcement was made on May
13, 2022 for the purchase of additional 1,967,700 ordinary shares which represents 13.52% of the total
capital of the Company at a price of 62.77 per ordinary share, in which 536,813 shares obtained from
minority share holders.

On July 26, 2023 the proposed shares were transferred to the new sponsors as per the share purchase
agreement. Thereafter, new sponsors enjoy all the rights and benefits of and be subject to all the
obligations of the outgoing sponsors.

The registered office of the Company, which is owned by the Director of the Company, is given to the
Company for its use without any consideration.

1.1 GOING CONCERN ASSUMPTION

The Company is incurring losses since past several years. During the current year, it has incurred a gross
loss of Rs. 46.61 million (2025: 531.85 million) and a net loss before levy and income tax of Rs. 92.74
million (2025: 616.07 million). The accumulated losses of the Company amounted to Rs. 1,638.55 million
(2025: 1,575.30 million). Moreover, the current liabilities also exceeded its current assets by Rs. 332.32
million (2025: 249.06 million) at the year end and has negative operating cash flows of Rs, 52.83 million.
These conditions indicate the existence of material uncertainty that may cast doubt on the Company's
ability to continue as a going concern and therefore it may be unable to realize its assets and discharge its
liabilities in the normal course of business.

The new management, which has assumed charge of the Company during the year 2023, is well aware of
the prevailing challenges and has plans for undertaking comprehensive strategy to reform multiple
corporate policies and strategies. This includes further capital injection, enhancement of plant capacity
and actual production, introduction of new product ranges, streamlining of production controls and
processes, refinement of marketing strategies, introduction of cost control measures, and efficient human
resource management.

The Company is in the process of implementing a multi-phase capital investment program focused on
plant modernization, technology upgrades and the development of new and innovative product ranges.
Upon completion, this initiative is expected to increase production capacity, improve efficiency, broaden
the Company’s product portfolio and strengthen its cost competitiveness in the coming financial years.

The new sponsors had injected Rs. 36.3 million during the year (2025: Rs. 214 million) as a subordinated
loan. The directors and associated companies have assured full financial support to the Company,
whenever funds are needed by the Company.

r
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WALL TILES - FLOOR TILES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2026
(Expressed in Pakistani Rupees)

2.
21

2.2

2.3

24

(a)
(b)
{c)
(d)

BASIS FOR PREPARATION
Basis of measurement

These financial statements have been prepared under the historical cost convention, except for certain
items as disclosed in the relevant accounting pclicies below. These financial statements are prepared
following accrual basis of accounting except for cashflow information.

Statement of Compliance

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

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

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

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

Functional and presentation currency

These financial statements are prepared and presented in Pakistani Rupees (Rs or Rupee) which is the
Company's functicnal and presentation currency. All the figures have been rounded off to the nearest
rupee, unless otherwise stated.

Key judgements and estimates

The preparation of financial statements in conformity with the accounting and reporting standards as
applicable in Pakistan requires the use of certain critical accounting estimates. In addition, it requires
management to exercise judgement in the process of applying the Company’s accounting policies. The
areas involving a high degree of judgement or complexity, or areas where assumptions and estimates are
significant to the financial statements, are documented in the following accounting policies and notes, and
relate primarily to:

Property, plant and equipment (refer note 4.1 & 5)

Stock in trade and stores and spares (refer note 4.2 & 8)

Loans, deposits and other receivables (refer note 4.3 & 9)

Staff retirement benefits (refer note 4.8 & 19)

Provisions (refer note 4.15)

Taxation (refer note 4.7, 15 and 28)

Impairment of non-financial assets (refer note 4.4)

Contingent assets and contingent liabilities (refer note 4.19 & 4,20 & 20)

CHANGES IN ACCOUNTING STANDARDS, INTERPRETATION AND PRONOUNCEMENTS

Standards, interpretations and amendments to approved accounting standards which became
effective during the year

The following standards, interpretations and amendments are effective for the year ended June 30, 2026.
These standards, interpretations and amendments are either irrelevant to the Company's operations or
are not expected to significantly impact the Company's financial statements other than certain additional
disclosures.

Effective Date - Annual Periods
Standard or Interpretation i

Beginning on or After

|__IAS21  |Lack of Exchangeability (Amendments to IAS 21) | January 01, 2025 ]

J:ML/
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'KARAM CERAMICS LIMITED NO\ A

WALL TILES - PLOCE TILES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2026
(Expressed in Pakistani Rupees)

3 CHANGES IN ACCOUNTING STANDARDS,

(CONTINUED)
3.2 New accounting standards, amendments and interpretations that are not yet effective

INTERPRETATION AND PRONOUNCEMENTS

The following standards, amendments and interpretations are only effective for accounting periods,
beginning on or after the date mentioned against each of them. These standards, interpretations and the
amendments are either not relevant to the Company's operations or are not early adopted by the

Effective Dates-Annual

Periods
IFRS 1,7.9.10 |Annual Improvements to IFRS Accounting
and IAS 7 Standards—Volume 11 January 01, 2026
IFRS 7 Contracts Referencing Nature-dependent
IFRS 9 Electricity—Amendments to IFRS 9 and IFRS 7 ALY 01,2026
IFRS 7 Amendments to the Classification and Measurement of January 01, 2026
IFRS 8 Financial Instruments—Amendments to IFRS 9 and
IFRS 28 Amendments to the Fair Value Option for Investments in January 01, 2027
Associates and Joint Ventures—Amendments to IAS 28
IAS 21 The effects of changes in foreign exchange rates’,
Translation to a Hyperinflationary Presentation Currency dinticy 1 2R
IFRS S1 General If{equ[rement for plsclosure of Sustainability July 01, 2027
related Financial Information
[IFRS S2 |Climate Related Disclosures | July 01, 2027 |
[IFRS 18 [Presentation and Disclosure in Financial Statements | January 01, 2027 |
[IFRS 19 |'Subsidiaries without Public Accountability: Disclosures’ | January 01, 2027 |

Other than the aforementioned standards, interpretations, and amendments, IASE has also issued the
following standards, which have not been notified locally, in relation to the Company, by the Securities

and Exchange

IFRS 1

Commission of Pakistan (SECP) as at the reporting date:

First Time Adoption of International Financial Reporting Standards

4 MATERIAL ACCOUNTING POLICY INFORMATION

The material accounting policies adopted in the preparation of these financial statements are set out

below.

4.1 Property, Plant and Equipment

Owned

Measurement

ltems of property, plant and equipment other than land, buildings, leasehold improvements and capital
work in progress are measured at cost less accumulated depreciation and impairment loss (if any).

Freehold land is measured at the revalued amount, and buildings on freehold land are measured at the

revalued amount less accumulated depreciation and impairment loss (if any).

Capital work in
cfg,la-[/

progress is stated at cost less impairment loss (if any).
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'KARAM CERAMICS LIMITED NQA

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2026
(Expressed in Pakistani Rupees)

4 MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)
4.1 Property, Plant and Equipment - continued
Revaluation

Any revaluation increase arising on the revaluation of freehold land and building on freehold land is
recognised in other comprehensive income and presented as a separate compeonent of equity as
“Revaluation surplus on property, plant and equipment’, except to the extent that it reverses a revaluation
decrease for the same asset previously recognised in profit or loss, in which case the increase is credited
to profit or loss to the extent of the decrease previously charged. Any decrease in carrying amount arising
on the revaluation of freehold land and building on freehold land is charged to profit or loss to the extent
that it exceeds the balance, if any, held in the Revaluation surplus on property, plant and equipment
relating to a previous revaluation of that asset. The surplus on revaluation of building on freehold land to
the extent of incremental depreciation charged (net of deferred tax) is transferred to unappropriated profit.

Depreciation

Depreciation is charged so as to write off the cost or revalued amount of assets (other than freehold land
and capital work in progress) over their estimated useful lives, using the reducing balance method at rates
specified in note 5 to the financial statements.

Disposal

An item of property, plant and equipment and any significant part initially recognised is derecognised upon
disposal or when no future economic benefits are expected from its use or disposal. The gain or loss
arising on derecognition of an item of property, plant and equipment is determined as the difference
between the sales proceeds and the carrying amounts of the asset and is recognised in as other income
in the statement of profit or loss. In case of the derecognition of a revalued property, the attributable
revaluation surplus remaining in the surplus on revaluation is transferred directly to the unappropriated
profit.

Impairment
An asset's carrying amount is written down immediately to its recoverable amount if the asset's carrying
amount is greater than its estimated recoverable amount,

4.2 Inventories

421 Stockintrade

Stock in trade is valued at the lower of cost and estimated net realizable value. Cost is determined as

follows:

Raw materials in stock - Lower of weighted average cost or net realizable
Raw materials in transit - Lower of actual cost or net realizable value (NRV)
Work-in-process - Lower of weighted average cost or net realizable
Finished goods - Lower of weighted average cost or net realizable

NRV signifies the estimated selling price in the ordinary course of business less estimated cost of
completion and estimated cost necessary to be incurred to effect such sale.
4.22 Stores and spares

The Company reviews the carrying amounts of stores and spares on an on going basis and provision is
made for obsolescence if there is any change in usage patiern and physical form. Impairment is also
made for slow moving items.

“:M/
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4

4.3

4.4

4.5

4.6

MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

Loans, advances and other receivables

Loans, advances and other receivables are recognized at cost, which is the fair value of the consideration
given. However, an assessment is made at each statement of financial position date to determine
whether there is an indication that a financial asset or group of financial assets may be impaired. If such
an indication exists, the estimaled recoverable amount of that asset is determined and any impairment
loss is recognized for the difference between the asset's recoverable amount and its carrying value.

Impairment of non-financial assets

At each reporting date, the Company reviews the carrying amounts of its non-financial assets (other than
inventories) to determine whether there is any indication of impairment. If any such indication exists, then
the asset's recoverable amount is estimated.

For impairment testing, assets are grouped together into the smallest group of assets that generates cash
inflows from continuing use that are largely independent of the cash inflows of other assets or Cash
Generating Unit (CGU).

The recoverable amount of an asset or CGU is the greater of its value in use and its fair value less costs
to sell. Value in use is based on the estimated future cash flows, discounted to their present value using a
pre-tax discount rate that reflects current market assessments of the time value of money and the risks
spegcific to the asset or CGU.

An impairment loss is recognized if the carrying amount of an asset or CGU exceeds its recoverable
amount. Impairment losses are recognized in profit or loss. They are allocated to reduce the carrying
amounts of the assets in the CGU on a pro rata basis.

An impairment loss is reversed only to the exient that the asset’s carrying amount does not exceed the
carrying amount that would have been determined, net of depreciation or amortization, if no impairment
loss had been recognized. A reversal of impairment loss for a cash generating unit is allocated to the
assets of the unit, pro rata with the carrying amounis of those assets. The increase in the carrying
amounts shall be treated as reversals of impairment losses for individual assets and recognized in profit
or loss unless the asset is measured at revalued amount. Any reversal of impairment loss of a revalued
asset shall be treated as a revaluation increase.

Cash and cash equivalents

Cash and cash equivalents in the statement of financial position comprise cash at banks and on hand and
short-term highly liquid deposits with a maturity of three months or less, that are readily convertible to a
known amount of cash and subject to an insignificant risk of changes in value.

Foreign currency transactions

Transactions in foreign currencies are translated to Pakistani Rupees at the foreign exchange rates
prevailing on the date of transaction. Monetary assets and liabilities in foreign currencies are translated
into Pakistani Rupees at the rates of exchange approximating those at the statement of financial position
date. Exchange gains / losses resulting from the settlement of transactions and from the translation at
year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are taken to
the statement of prcfit or loss.

Ci,
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4.7

MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

Income tax

The income tax expense or credit for the period is the tax payable on the current period's taxable income
based on the applicable income tax rate for each jurisdiction adjusted by changes in deferred tax assets
and liabilities attributable to temporary differences and to unused tax losses.

Current

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted
at the end of the reporting period. Management pericdically evaluates positions taken in tax returns with
respect to situations in which applicable tax regulation is subject to interpretation. It establishes provisions
where appropriate on the basis of amounts expected to be paid to the tax authorities.

Deferred

Deferred income tax is provided in full, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the financial statements.
Deferred income tax is determined using effective tax rates (and laws) that have been enacted or
substantially enacted by the end of the reporting period and are expected to apply when the related
deferred income tax asset is realized or the deferred income tax liability is settled.

Deferred tax assets are recognized for deductible temporary differences and unused tax losses and
credits only if it is probable that future taxable amounts will be available to utilize those temporary
differences and unused tax losses and credits.

Current and deferred tax is recognised in profit or loss, except to the extent that it relates to items
recognised in other comprehensive income or directly in equity. In this case, the tax is also recognised in
other comprehensive income or directly in equity, respectively.

Levy

In accordance with the Income Tax Ordinance, 2001, computation of final taxes is not based on taxable
income, Therefore, as per IAS 12 Application Guidance on Accounting for Minimum Taxes and Final
Taxes issued by the ICAP, these fall within the scope of IFRIC 21 / IAS 37 and accordingly have been
classified as levy in these financial statements.

Prior year tax

The tax charge for prior years represents adjustments to the tax charge relating to prior years, arising
from assessments / changes in laws and changes in estimates made during the current year.

Judgement and estimates

Significant judgment is required in determining the income tax expenses and corresponding provision for
tax. There are many fransactions and calculations for which the ultimate tax determination is uncertain as
these matters are being contested at various legal forums. The Company recognizes liabilities for
anticipated tax issues based on estimates of whether additional taxes will be due. Where the final tax
outcome of these matters is different from the amounts that were initially recorded, such differences will
impact the current and deferred tax assets and liabilities in the period in which such determination is
made.

Further, the carrying amount of deferred tax assets is reviewed at each reporting date and is adjusted fo
reflect the current assessment of future taxable profits. If required, carrying amount of deferred tax asset
is reduced to the extent that it is no longer probable that sufficient taxable profits to allow the benefit of
part or all of that recognised deferred tax asset to be utilized. Any such reduction shall be reversed to the
extent that it becomes probable that sufficient taxable profit will be available.

"f‘?'f i
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4 MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)
4.7 Income tax - continued
Off-setting

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax
assets and liabilities and when the deferred tax balances relate to the same taxation authority. Current tax
assets and tax liabilities are offset where the entity has a legally enforceable right to offset and intends
either to settle on a net basis, or 1o realize the asset and settle the liability simultaneously.

48 Employee benefits - retirement benefits

Defined Benefit Plan - Gratuity

Based on the legal opinion, the company has discontinued the gratuity scheme in the year 2022.
4.9 Trade and other payables

These amounts represent liabilities for goods and services provided to the company prior to the end of
financial year which are unpaid. The amounts are unsecured and are usually paid within one year of
recognition. Trade and other payables are presented as current liabilities unless payment is not due within
12 months after the reporting period. They are recognised initially at their fair value and subsequently
measured at amortized cost using the effective interest method.

4.10 Borrowing costs

Borrowing costs are recognized as an expense in the period in which they are incurred except where such
costs are directly attributable to the acquisition, construction or production of a qualifying asset in which
such costs are capitalized as part of the cost of that asset.

4.11 Financial instruments
4.11.1 Financial Assets
i)  Classification

The Company has classified its financial assets into following categories: financial assets at amortized
cost, financial assets at fair value through profit or loss and financial assets at fair value through other
comprehensive income. The financial assets are classified at initial recognition based on the business
model used for managing the financial assets and contractual terms of the cash flows.

(a) Financial assets at amortized cost

A financial asset shall be classified as financial asset at amortized cost if both of the following conditions
are met:

- the asset is held within a business model whose objective is to hold assets in order to collect
confractual cash flows: and

- the contractual terms of the Financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

(b)  Financial assets at fair value through profit or loss

A debt instrument can be classified as a financial asset at fair value through profit or loss if doing so
eliminates or significantly reduces a measurement or recognition inconsistency that would otherwise arise
from measuring assets or liabilities or recognizing the gains or losses on them on different bases.

All equity instruments are classified as financial assets at fair value through profit or loss (FVTPL), except
for those equity instruments for which the Company has elected to present value changes in fair value
through other comprehensive income (FVTOCI).

‘C'”L-
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4
4.1
4.11.1

4.11.2

412
4.12.1

MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)
Financial instruments - continued

Financial Assets - continued

Financial assets at fair value through other comprehensive income

The fair value through other comprehensive income classification is mandatory for certain debt instrument
assets unless the option to classify as fair value through profit or loss is taken.

If an equity investment is not held for trading, an entity can make an irrevocable election at initial
recognition to measure it at fair value through other comprehensive income with only dividend income
recognized in profit or loss.

Recognition and measurement

Regular purchases and sales of financial assets are recognized on the trade date i.e. the date on which
the Company commits to purchase or sell the asset. Investments are initially recognized at fair value plus
transaction costs for all financial assets not carried at fair value through profit or loss. Financial assets
carried at fair value through profit or loss are initially recognized at fair value, and transaction costs are
expensed in the profit and loss account. Financial assets are derecognized when the right to receive cash
flows from the investments have expired or have been transferred and the Company has transferred
substantially all risks and rewards of ownership.

After initial recognition, the Company measures a financial asset at fair value or amortized cost.

Gains or losses arising from changes in fair value of the ‘financial assets at fair value through profit or
loss' category are presented in the profit and loss account within ‘Other income / other expenses’ in the
period in which they arise. Dividend income from financial assets at fair value through profit or loss is
recognized in the profit and loss account as part of ‘Other income' when the Company's right to receive
payment is established

Gains or losses arising from changes in fair value of the ‘financial assets at fair value through other
comprehensive income’ category are recognized in other comprehensive income with only dividend
income recognized in profit or loss.

Financial Liabilities

All financial liabilities are recognized initially at fair value less directly attributable transaction costs, if any,
and subsequently measured at amortized cost using effective interest rate method unless financial
liabilities are held for trading, in which case it is required to be measured at fair value through profit or loss
or where enlity elects to measure a financial liability under fair value option.

A financial liability is derecognized when the obligation under the liability is discharged or cancelled or
expired. Where an existing financial liability is replaced by ancther from the same lender on substantially
different terms or the terms of an existing liability are substantially modified, such an exchange or
modification is treated as a derecognition of original liability and recognition of a new liability and the
difference in respective carrying amounts is recognized in the statement of profit or loss.

Impairment
Impairment on financial assets

IFRS 9 replaces the 'incurred loss' model in I1AS 39 with an 'expecied credit loss' (ECL) model. IFRS 9
introduces a forward looking expected credit loss model, rather than the current incurred loss model,
when assessing the impairment of financial assets in the scope of IFRS 8. The new impairment model
applies to financial assets measured at amortized cost, contract assets and debt investments at FVTQCI,
but not to investment in equity instruments.

G
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4
4.12

MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

Impairment - continued

4.12.1 Impairment on financial assets - continued

The Company applies the IFRS 9 general approach to measure Expected Credit Losses (ECL) for ijarah
finance and diminishing musharaka. A lifetime ECL is recorded on ljarah finance and diminishing
musharaka in which there has been Significant Increase in Credit Risk (SICR) from the date of initial
recognition and which are credit impaired as on the reporting date. A 12 months ECL is recorded for ijarah
finance and diminishing musharaka which do not meet the criteria for SICR or "credit impaired” as at the
reporting date. To assess whether there is a significant increase in credit risk the Company compares the
risk of a default occurring on the asset as at the reporting date with the risk of default as at the date of
initial recognition. The Company also considers reasonable and supportive forward locking information in
determination of ECL. The allowance is increased by provisions charged to statement of profit and loss
and is decreased by charge-offs, net of recoveries.

In evaluating the adequacy of ECL, the management considers various factors, including the nature and
characteristics of the obligor, current economic conditions, credit concentrations or deterioration in
collateral, historical loss experience and delinquencies.

Other individually significant financial assets are tested for impairment on an individual basis. The
remaining financial assets are assessed collectively in groups that share similar credit risk characteristics.
All these impairment losses are recognized in the statement of profit or loss.

4.12.2 Impairment on non-financial assets

4.13

4.14

The Company assesses at each balance sheet date whether there is any indication that assets may be
impaired. If such indication exists, the carrying amounts of such assets are reviewed to assess whether
they are recorded in excess of their recoverable amount. Where carrying values exceed the respective
recoverable amount, assets are written down to their recoverable amounts and the resulting impairment
loss is recognized in profit and loss account. The recoverable amount is the higher of an asset's fair value
less costs to sell and its value in use.

Where impairment loss for asset subsequently reverses, the carrying amount of the asset is increased to
the revised recoverable amount but limited to the extent of initial cost of the asset. Reversal of impairment
loss is recognized as income in statement of profit or loss.

Offsetting of financial assets and financial liabilities

Financial assets and liabilities are offset and the net amount reported in the statement of financial position
when there is a legally enforceable right to offset the recognized amounts and there is an intention to
setfle on a net basis or realize the asset and settle the liability simultaneously. The legally enforceable
right must not be contingent on future events and must be enforceable in the normal course of business
and in the event of default, insolvency or bankruptcy of the Company or the counterparty.

Share capital

Ordinary shares are classified as equity and recognized at their face value. Incremental costs directly
attributable to the issue of new shares or options are shown in equity as a deduction, net of tax, from the
proceeds.

{?’fﬁ/
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4.16

417

4.18

419

4.20

MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)
Provisions
Recognition and measurement

Provisions for legal claims and make good obligations are recognised when the company has a present
legal or constructive obligation as a result of past events, it is probable that an outflow of resources will be
required to setile the obligation and the amount can be reliably estimated. Provisions are not recognised
for future operating losses.

Where there are a number of similar cbligations, the likelihood that an outflow will be required in
settlement is determined by considering the class of obligations as a whole. A provision is recognised
even if the likelihood of an outflow with respect to any one item included in the same class of obligations
may be small.

Judgement and estimates

As the actual outflows can differ from estimates made for provisions due to changes in laws, regulations,
public expectations, technology, prices and conditions, and can take place many years in the future, the
carrying amounts of provisions are reviewed at each reporting date and adjusted to take account of such
changes. Any adjustments to the amount of previously recognised provisien is recognised in the
statement of profit or loss unless the provision was originally recognised as part of cost of an asset.

Dividend and appropriation in / from reserves

Dividend is recognised as a liability in the period in which it is declared. Appropriations of profit are
reflected in the statement of changes in equity in the period in which such appropriations are approved.

Unclaimed dividend

This is recognised at the amount of dividend declared and unclaimed by shareholders from the date it
became due and payable.

Unpaid dividend

This is recognised at the amount of dividend declared and claimed by shareholders but remained unpaid
for the period of 3 years from the date it became due and payable.

Contingent assets

Contingent assets are disclosed when there is a possible asset that arises from past events and whose
existence will be confirmed only by the occurrence or non-occurrence of cne or more uncerlain future
events not wholly within the control of the Company. Contingent assets are not recognised until their
realization becomes virtually certain.

Contingent liabilities
Contingent liability is disclosed when:

there is a possible obligation that arises from past events and whose existence will be confirmed only by
the occurrence or non occurrence of one or more uncertain future events not wholly within the control of
the Company; or

there is present obligation that arises from past events but it is not probable that an outflow of resources
embodying economic benefits will be required to settle the obligation or the amount of the obligation
cannot be measured with sufficient reliability.

v
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4.21

4.22

4.23

MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)
Revenue from contract with customers

Revenue is recognised when a performance obligation is satisfied by transferring control of promised
goods or services to the customer. The control is transferred at the time of dispatch of goods from the
warehouse and / or delivery at a specified location depending on the arrangement with the customers.
Revenue is measured at transaction price, excluding discounts, rebates and government levies. The
Company principally satisfies its performance obligations at a point in time.

IFRS 15 five-step model

1. Identify the contract: contracts with customers are identified based on agreed terms and
conditions.

2. |dentify performance obligations: The Company’s primary performance obligation is the sale
and delivery of goods to customers,

3. Determine transaction price: The transaction price is determined excluding discounts, rebates
and government levies.

4. Allocate transaction price: The transaction price is allocated to the identified performance
obligation

5. Recognise revenue: Revenue is recognised when control of goods transfers to the customer,
generally upon dispatch from the warehouse or delivery at the specified location, as applicable.

Basic and diluted (loss) / earnings per share

The Company presents basic and diluted (loss) / earnings per share (EPS) for its shareholders. Basic
EPS is calculated by dividing the profit or loss attributable to ordinary shareholders of "the company"” by
the weighted average number of ordinary shares outstanding during the year. Diluted EPS is determined
by adjusting the profit or loss attributable to ordinary shareholders and the weighted average number of
ordinary shares outstanding for the effects of all dilutive potential ordinary shares, if any.

Operating segments

Segment reporting is based on the operating (business) segments of the Company. An operating
segment is a component of the Company that engages in business activities from which it may earn
revenues and incur expenses, including revenues and expenses that relate to transactions with any of the
Company's other components. An operating segment's operating results are reviewed regularly by the
Executive Management Committee i.e., the Chief Operating Decision Maker (CODM), that includes Chief
Executive to make decisions about resources to be allocated to the segment and assess its performance,
and for which discrete financial information is available.

Cut
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NOTES TO THE FINANCIAL STATEMENTS
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WALL TILES - FLOCR TILES

FOR THE YEAR ENDED JUNE 30, 2026
(Expressed in Pakistani Rupees)

5.2

5.3

5.4

5.5

5.6

5.7

Particulars of immovable fixed assets
The freehold land disclosed in Note 5.1 is located on agricultural land bearing Survey No. 295, Deh
Halkani, Tappo Manghopir, Taluka District Karachi, comprising an area of 21.9 acres, and is valued at Rs,
657 million as at reporting date.
Note 2026 2025
The depreciation charge for the year has
been allocated as follows:
Cost of sales 22 84,372,252 86,898,005
Selling and distribution expenses 23 504,986 520,104
Administrative expenses 24 542,963 559,217
85,420,201 87,977,416
Revalued freehold land and factory building on freehold land
In the year ended June 30, 2005, the Company elected to measure freehold land and factory building on
freehold land (classified as property, plant and equipment) using the revaluation model. The fair value of
the Company's freehold land and factory building on freehold land are determined on periodic, but at least
triennial, by an independent professionally qualified valuer.
The carrying values of the freehold land and factory building on freehold land would have been
Rs.188,340,000 (2025: Rs. 188,340,000) and Rs. 41,541,832 (2025: Rs. 43,308,723) under the cost model.
Fair value measurements under revaluation model for property, plant and equipment
The revaluation of freehold land and factory building was carried out by an independent valuer, Dimensions
Evaluators and Consultants (Private) Limited on June 30, 2026. The previous valuation was carried out by
the same valuer on June 30, 2024.
Forced sale value of the revalued assets as at June 30, 2026 of freehold land of Rs. 525.60 million and
factory building on free hold land are Rs. 336.39 million.
2026 2025
CAPITAL WORK IN PROGRESS
Balance as at July 1, 86,921,908 150,769,219
Transferred during the year to property, plant and
equipment (86,921,908) (63,847,311)
Balance as at June 30, - 86,921,908
LONG TERM DEPOSITS
The balance mainly represents cheques amounting to Rs. 65.43 million, deposited with the Nazir of the
Sindh High Court pursuant to Suit No. 249/2024 against Sui Southern Gas Company Limited regarding the
gas tariff increase from January 2024, as disclosed in the Note 19.1 to the financial statements.
2026 2025
STORES AND SPARES
Spares 52,965,559 52,857,027
Stores - 801,803
52,965,559 53,658,830
rf;,;u
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10

10.1

11

11.1

12
121

12.2

£14 U

Note 2026 2025
STOCK IN TRADE
Raw material 45,768,134 71,900,594
Packing material 3,304,933 7,113,677
Work-in-process 15,680,747 9,590,273
Finished goods 8.1 170,134,860 43,617,986
234,888,674 132,222,530
As at June 30, 20286, finished goods has been valued at estimated net realizable value.
Note 2026 2025
LOANS, ADVANCES AND OTHER RECEIVABLES
Loans to employees 2,000 29,995
Advance to seller of land - 400,000
Less: advance written off - (400,000)
Other receivables 115,249 77,274
117,249 107,269
REFUNDS DUE FROM THE GOVERNMENT
Sales tax receivable 6,463,898 12,295,163
Income tax refundable 50,918,951 50,918,951
Less: provision against refundable taxes 10.1 {37,701,865) (37,701,865)
19,680,984 25,512,249

The Company is pursuing the process of refund applications with taxation authorities and is confident of
favorable outcome. However, on prudent basis, it has recorded provision against these refund amounts.

Note 2026 2025
Movement of provision
Opening balance 37,701,865 &
Provision charged during the year - 37,701,865
Closing balance 37,701,865 37,701,865
CASH AND BANK BALANCES
Cash in hand 35,036 7,772
Cash at bank
- deposit accounts 1.1 1,877,398 7,721,237
- current accounts 7,836,918 15,771,998
9,714,316 23,493,235
9,749,352 23,501,007

This carries mark-up at rates ranging from of 8.5% to 12.5% (2025: 7.5% to 11.5%) per annum.

2026 2025

SHARE CAPITAL
Authorized Share Capital
45,000,000 ordinary shares of Rs. 10 each 450,000,000 450,000,000
lssued, subscribed and paid up Share Capital
13,267,786 ordinary shares of Rs. 10 each fully paid in cash 132,677,860 132,677,860
1,280,890 ordinary shares of Rs. 10 each issued

as bonus shares 12,808,900 12,808,800

145,486,760 145,486,760
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WALL TILES - PLOCE TILES

12  SHARE CAPITAL - CONTINUED
12.3 All ordinary shares rank equally with regard to the Company’s residual assets. Holders of these shares are
entitled to dividends as declared from time to time and are entitled to one vote per share at general
meetings of the Company.
Note 2026 2025
13 REVALUATION SURPLUS ON PROPERTY, PLANT AND
EQUIPMENT
Balance as at July 1, 630,926,498 672,269,952
Surplus for the year 438,275,512 -
Transfer of incremental depreciation 131 (37,209,109) (41,343,454)
Balance as at June 30, 1,031,992,901 630,926,498
Less: related deferred tax liability
Balance as at July 1, - (119,896,018)
Reversal of deferred tax liability - 119,896,018
Balance as at June 30, - -
1,031,992,901 630,926,498
13.1 Incremental depreciation charged on revalued factory building on freehold land has been transferred to the
statement of changes in equity to record realization of surplus to the extent of incremental depreciation.
Incremental depreciation represents the difference between actual depreciation based on revalued carrying
amount of the asset and equivalent depreciation based on the original carrying amount of the asset.
13.2 The revaluation surplus on property, plant and equipment is a capital reserve and is not available for
distribution to the Company in accordance with section 241 of the Companies Act, 2017.
Note 2026 2025
14 SUBORDINATED LOAN
Balance as at July 1, 1,701,734,796 1,487,734,796
Additicnal loan obtained during the year 36,300,000 214,000,000
Balance as at June 30, 14.1 1,738,034,796 1,701,734,796
14.1 These loans are provided by the directors and is repayable at the discretion of the Company. These loans
are classified in accordance with the guidance provided by the Inslitute of Chartered Accountants of
Pakistan through Technical Release (TR-32 "Accounting Directors' Loan") and are measured at their face
values as initially recognized.
15  DEFERRED TAXATION
Deferred tax is recognised on all temporary differences between the carrying amounts of assets and
liabilities in the financial statements and their tax bases. As the Company is subject to minimum tax under
section 113 of the Income Tax Ordinance, 2001, the effective tax rate on these differences is nil.
Accordingly, no deferred tax has been recognised.
2026 2025
15.1 Deferred tax movement
Balance as at July 1 - 15,045,681
Charge for the year - statement of profit or loss - 104,850,337
Charge for the year - statement of comprehensive income - (119,896,018)
Balance as at June 30 3 -
Cvt
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15 DEFERRED TAXATION - CONTINUED

15.2 The Company has unused tax losses, including unabsorbed tax depreciation, of Rs. 1,664.45 million (2025:
Rs. 1,182.54 million) and minimum tax credits of Rs. 24.16 million (2025: Rs. 29.07 million), for which no
deferred tax asset has been recognised. Business losses expire from tax year 2028 to 2031 and minimum
tax credits in tax years 2027 and 2028, while unabsorbed tax depreciation can be carried forward
indefinitely.

Note 2026 2025

16  TRADE AND OTHER PAYABLES
Trade creditors 246,822,240 235,029,308
Accrued expenses 116,283,954 71,972,507
Workers' welfare fund 16.1 2,616,070 2,616,070
Withholding tax payable 16,528,816 753,323

382,251,080 310,371,208
16.1 Workers' welfare fund
Opening balance 2,616,070 2,616,070
Allocation for the year - -
Payments made during the year - -
2,676,070 2,616,0/0

17  SHORT TERM BORROWING
Balance as at July 1, 116,500,000 111,500,000
Loan obtained during the year - 5,000,000
Balance as at June 30, 171 116,500,000 116,500,000

17.1 This balance represents short term borrowing payable to Swat Ceramics (Private) Limited [SCPL], a related
party of the Company. This amount is interest free. However, under the terms of the agreement
(Musharaka arrangement), the Company is obliged to make profit payments linked to its financial
performance. Specifically, portion of the profit before tax (PBT), close to market based returns, will be
payable to SCPL, while no payment will be due in the event of a loss. The loan is unsecured and is
repayable on demand.

18 CONTRACT LIABILITY
Contract liabilities represent advances received from customers against sales of goods, for which the
Company has not yet fulfilled its performance obligations as at the reporting date. These amounts are
recognized as revenue when the related goods are delivered and the performance obligations are satisfied
in accordance with the applicable revenue recognition requirements. This represents consideration received
in advance from the customers for sale of services, Revenue recognized from amounts included in contract
liabilities at the beginning of the year amounted to Rs.107,543,537 (2025: Rs. 194,271,155).

19  POST EMPLOYMENT BENEFITS Note 2026 2025
Balance as at July 1, 16,190,497 18,797,376
Charge for the year - 2
Benefits paid during the year - (2.606,879)
Balance as at June 30, 16,190,497 16,190,497
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20

20.1

CONTINGENCIES AND COMMITMENTS
Contingencies

The Company has following contingent liabilities in respect of legal and other claims arising in the ordinary
course of business.

Claims subject to legal proceedings
The details of claims by the company which are currently subject to the legal proceedings are detailed

During the year 2011, the Gas Infrastructure Development Cess (GIDC) was levied at Rs 13 per unit of gas
consumption through the Gas Infrastructure Development Cess Act, 2011 (the Act). The rate was increased
to Rs 100 per unit w.e.f. July 2012 whereas subsequently it was reduced to Rs 50 per unit through a
notification dated September 7, 2012. The High Court of Sindh through its order dated September 19, 2012,
however, has restrained Sui Southern Gas Company Limited (SSGCL), being the company required to
charge and collect the cess, from charging cess over and above Rs 13 per unit from the Company. In case
of a separate petition on June 13, 2013, the GIDC Act was declared unconstitutional by the Honorable
Peshawar High Court (PHC) and such judgment was also upheld by the Honorable Supreme Court of
Pakistan (SCP} on August 22, 2014.

On September 25, 2014, the Gas Infrastructure Development Cess Ordinance, 2014 (the GIDC Ordinance)
was promulgated which levied GIDC at Rs 150 per unit. Section 8 of the Ordinance interalia states that
notwithstanding anything to the contrary contained in any decree of any court, the cess levied under the Act
shall be deemed to have been validly levied under the provision of the Ordinance (i.e. retrospective
application). The Company filed a petition to invalidate the promulgation of the Ordinance which is pending
adjudication. In the meantime on the basis of the Company's application on October 10, 2014, the
Honorable High Court of Sindh issued a stay order in favour of the Company refraining SSGCL from
collecting GIDC under the GIDC Ordinance.

On May 23, 2015, the Gas Infrastructure Development Cess Act, 2015 (the new GIDC Act) was
promulgated which levied GIDC at Rs 100 per unit. Section 8 of the new GIDC Act inferalia states that
notwithstanding anything to the contrary contained in any decree of any court, the cess levied under the
new GIDC Act shall be deemed to have been validly levied under the provision of the new GIDC Act (i e.
retrospective application). The Company filed a petition to invalidate the promulgation of the new GIDC Act
which is pending adjudication. On the basis of the Company's application on July 24, 2015, the High Court
of Sindh issued a stay order in favour of the Company refraining SSGCL from collecting GIDC under the
GIDC Act, 2015.

Subsequent to the reporting date, the Honorable Supreme Court of Pakistan (SCP) issued judgment on
August 13, 2020 regarding applicability of Gas Infrastructure Development Cess (GIDC). The Court has
ordered that GIDC shall be recovered in 24 equal monthly installments starting from August 1, 2020 without
the component of late payment surcharge.

The Company, in this regard, filed Suit No. Nil of 2020 before the Honourable High Court of Sindh
challenging the bills issued to the Company by SSGC allegedly in view of the Honorable Supreme Court
judgement. While presenting arguments before the Honorable High Court of Sindh, reference was made to
paragraph 37 and 42 of the Honorable Supreme Court Judgement whereby the Company has never
collected GIDC from its clients / customers and have not even passed GIDC to their clients / customers.

The High Court of Sindh passed a resiraining order preventing SSGC from taking any coercive action
against the Company for non-payment of any bills showing arrears.

Further, the Company is considering filing a review petition with the SCP in due course of time. The
Company, based on the legal advice of its legal counsel, is confident of a favoursble outcome and,
therefore, has not provided for GIDC amount in these financial statements.

{MU
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20 CONTINGENCIES AND COMMITMENTS (CONTINUED)
Name of the court, agency or authority:
High Court of Sindh
Principal parties
Karam Ceramics Limited VS Federation of Pakistan , Qil & Gas Regulatory Authority and Sui Southern Gas
Company Limited.
Date instituted

- October 10,2014
- July 24,2015
- August 30,2020

ii) Through amendment order passed under section 122 (1) of the Income Tax Ordinance, 2001; the
Company's return of total income for Tax Year 2018 was amended and taxable income was assessed at
Rs. 60,029,594 against declared income of Rs. 56,032,053 before Workers Welfare Fund, however no tax
liability emerged due to availability of income tax refunds. The Company preferred an appeal filed on March
2020 before Commissioner Inland Revenue (Appeals - 1), Karachi. Order against this appeal is yet to be
issued. The Company's management and legal advisor feel that there are strong grounds to defend the
Company's stance and the liability will not materialize, hence, no adjustment has been made in these
financial statements.

Name of the court, agency or authority:
Commissioner Inland Revenue (Appeals-1)

Principal parties

Karam Ceramics Limited VS Federal Board of Revenue.
Date instituted

March 20, 2020

iii)  The Company filed suit no. 249/2024 with Honorable High Court of Sindh against the increase of higher gas
tariff rate from January 2024 by the Sui Southern Gas Company Limited (SSGC). The Honorable High
Court passed an interim injunction and ordered to deposit cheques monthly for the price differential amount
with the Nazir of Sindh High Court, which amounted to Rs. 65,427,770 for the period of January 2024. The
High Court of Sindh has reserved the judgement and now the case has been shifted to District City Court.
The Company, based on the legal advice of its legal counsel, is confident of a favourable outcome from
District City Court of Sindh and, therefore, has not provided for this amount in these financial statements.

Name of the court, agency or authority:
District and Session Court of Sindh
Principal parties

Karam Ceramics Limited VS Federation of Pakistan , Oil & Gas Regulatory Authority and Sui Sothern Gas
Company Limited,

Date instituted
February 13, 2024

(f’;/j‘L,
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20

iv)

20.2

21

CONTINGENCIES AND COMMITMENTS (CONTINUED)

The Company filed suit no. 250/2024 with Honorable High Court of Sindh against Sui Southern Gas
Company Limited to challenge Notice for Tariff of Gas considered as 80% indigenous gas and RLNG 20%
in 2023. The Honorable High Court passed an interim injunction and ordered to not to force for payment of
the exorbitant unjustified charges for which it has no agreement with nor has been informed/initiated of
such change in billing formula, which amounted to Rs. 28,811,017 for the period of January 2024. The case
been shifted to District City Court of Sindh The Company, based on the legal advice of its legal counsel, is
confident of a favourable outcome from and, therefore, has not provided for this amount in these financial
statements.

Name of the court, agency or authority:
District and Session Court of Sindh
Principal parties

Karam Ceramics Limited VS Federation of Pakistan, Oil & Gas Regulatory Authority and Sui Southern Gas
Company Limited,

Date instituted
February 13, 2024

2026 2025
Commitments
Commitments in respect of bank guarantees issued by a
commercial banks in respect of:
- Sui Southern Gas Company 150,000,000 150,000,000
- Nazir of Sindh High Court 13,787,000 13,787,000
154,787,000 154,787,000
REVENUE - NET
Revenue from contracts with customers 728,632,014 685,864,982
Less: sales tax (111,147,2586) {101,654,968)
617,484,758 584,210,014

29
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FLOCA TiLES

22

23

24

COST OF SALES

Opening stock
Purchases

Closing stock

Raw materials consumed

Fuel, power and water

Salaries, wages and benefits
Stores and spare parts consumed
Packing material consumed
Repairs and maintenance

Freight charges

Depreciation

Directors' remuneration
Insurance

Vehicles running and maintenance
Other

Manufacturing expenses

Opening work in process
Closing work in process
Cost of goods manufactured

Opening stock of finish goods
Closing stock of finished goods

SELLING AND DISTRIBUTION EXPENSES

Salaries, wages and benefits
Travelling and conveyance
Advertisement

Depreciation

Entertainment

ADMINISTRATIVE EXPENSES

Salaries, wages and benefits

Fees and subscription

Repairs and maintenance

Legal and professional charges
Fuel, power and water

Vehicles running and maintenance
Travelling and conveyance
Auditor's remuneration

Rent, rates and taxes
Depreciation

Entertainment

Printing and stationery

Postage, telegraph and telephone charges
Insurance

Donation

d%t/

Note 2026 2025

71,900,594 260,809,464
146,405,366 95,166,902
(45,768,134) (71,900,594)
172,537,826 284,075,772
382,488,502 292,933,900
74,808,182 104,172,057
26,721,873 42,860,376
30,019,945 27,710,164
16,265,367 17,301,048

5,213,773 3,032,977

5.3 84,372,252 86,898,095
. 810,000

187,706 167,748

4,091,445 1,650,917

’ 721,396

624,169,045 578,258,678
9,590,273 2,587,011
8 (15,680,747) (9,590,273)
790,616,397 855,331,188
43,617,986 304,353,532
8 (170,134,860) (43,617,986)
664,099,523  1,116,066,734
8,097,755 3,949,165

622,556 199,386

222,600 275,400

5.3 504,986 520,104
733,567 186,903

10,181,464 5,130,958
17,342,956 19,990,242

7,115,264 2,845,593

2,540,700 2,702,834

211,000 2,487,372

3,145,063 2,469,716

3,607,925 1,398,180

679,684 1,003,350

24.1 1,279,384 967,398
429,405 854,891

5.3 542,963 559,217
5,533,856 400,360

517,648 318,030

1,025,385 170,894

187,706 167,749

Z 45,000

44,158,939 36,380,826
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Note 2026 2025
24  ADMINISTRATIVE EXPENSES (CONTINUED)
241 Auditor's remuneration
Audit fee 954,291 829,818
Fee for review of half yearly 60,467 52,580
Out of pocket expenses 97,750 85,000
SRB 166,876 -
1,279,384 967,398
25 OTHER EXPENSES
Provision for refundable taxes - 37,701,865
Advance written off - 400,000
Exchange loss - 152,567
- 38,254,432
26 OTHER INCOME
Profit on deposit accounts 388,447 638,468
Gain on disposal of property, plant and equipment 8,432,008 97,539
Exchange gain-net 519,402 -
9,339,857 736,007
27 FINANCE COST
Markup on documents against acceptance - 180,691
Bank charges 271 1,123,416 5,005,868
1,123,416 5,186,559

27.1 These charges include the finance cost incurred on the amount released by the Bank under the bank

guarantee, issued in favor of Sui Southern Gas Company Limited.

28  LEVY

This represents tax under section 113 of Income Tax Ordinance, 2001 representing levy in terms of the

requirements of IAS 37/IFRIC 21.

28.1 Reconciliation of current tax charge as per tax laws for the year, with current tax recognized in the

statement of profit or loss, is as follows:

Tax charge including levy for the year as per applicable tax laws

Portion of current tax computed as per tax laws, representing
levy in terms of requirements of IFRIC 21/1AS 37

Portion of current tax liability as per tax laws, representing
income tax under 1AS12

28.2 Relationship between accounting profit and tax expense

2026 2025
7,718,559 112,152,962
(7,718,559) (7,302,625)

(104,850,337)

Provision for taxation has been made in accordance with section 113 of Income Tax Ordinance, 2001.
There is no relationship between aggregate income tax expense and accounting profit before income tax.

Accordingly, no numerical reconciliation is presented.

U
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2026 2025

29 LOSS PER SHARE - BASIC AND DILUTED
Profit after taxation attributable to ordinary shareholders (100,457,286) (728,226,450)
Weighted average number of shares 14,548,676 14,548 676
Loss per share (Rupees) - Basic and diluted (6.90) (50.05)
There is no dilutive effect on the basic loss per share of the Company.

30 TRANSACTIONS WITH RELATED PARTIES
The following transactions were carried out with related parties during the year, in addition to remuneration
of key management personnel whose details have been separately disclosed in note 31.

Related party Relationship Nature of transaction 2026 2025
Syed Mazhar Directorshi Subordinated loan received 44,300,000 214,000,000
Ali Nasir P Short term loan received - 5,000,000
: . Remuneration and allowances 3,000,000 3,280,000
Ai R ¥ 1 1 3
ez AsSocred persans [ o veRida Prooats 8,000,000 ;
Samya Ali Nasir| Associated persons |Remuneration and allowances 450,000 -

i | REMUNERATION OF KEY MANAGEMENT PERSONNEL
The aggregate amounts charged in the financial statements of the year for remuneration including all
benefits to chief executive and director of the Company are as follows:

Chief Executive Director Executives Total
2026 2025 2076 2026 2026 2025 2026 2025

Managerial remuneration

and allowances - . 450,000 1,410,000 12,104,273 11,853,656 12,554,273 13,363,656
House rent - - - - 4,283,049 4,229 754 4,283,049 4,229,754
Utilties ; s ‘. 2,420,854 2,390,731 2420854 2,300,731
Other : . 3,000,000 1,870,000 : = 3,000,000  1.870.000
- 3,450,000 3,280 000 18,808,176 18,574,141 22,258,176 21854141
Number of persons 1 1 . 220 B 11 10 13

31.1 The Chief Executive and Director of the Company are also provided with free use of Company maintained
cars in accordance with their terms of employment.

31.2 Noremuneration is paid 1o any non-executive directors.

32 PLANT CAPACITY AND PRODUCTION Note 2026 2025
Installed Capacity (In Square Meters) 6,480,000 6,480,000
Actual Production (In Square Meters) 3241 854,035 442 462

32.1 Difference is due to the current supply / demand situation in the market.

Y
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32

NUMBER OF EMPLOYEES

Total permanent employees at the year end 8 8

Total contractual employees at the year end 115 293

Average employees at the year end 300 315

SHARIAH DISCLOSURE UNDER CLAUSE VIl OF PART | OF SCHEDULE IV OF THE COMPANIES
ACT, 2017

Note June 30, 2026

Statement of financial position [ Conventional Shariah Compliant Total _]
Long-term diminishing musharaka finances - - =
Current portion of diminishing musharaka finances - - .
Accrued profit - - .
Long term investment = &

Short-term investments -
Cash and bank balances 11 10,851,601 355,980 11,207,581
Short term /[ long term financing - - -
Mark up accrued - - 5
Statement of profit and loss

Revenue 21 617,484,758 617,484,758
Income on diminishing musharaka finances - - "
Dividend income - - -
Gain on sale of investments - - 4
Profit on debt securities - - -
Profit on other investmenis . - *
Profit on bank balances 26 387,432 1,015 388,447
Finance cost 27 1,123,416 - 1,123,416
Lale payment surcharge - - -
Profit earned or interest paid -
Excahnge gain eamed using conventional 26 519,402
derivative financial instruments - - -
Realize and unrealize gain/ (loss) . - .

CM{/
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Note June 30, 2025

Statement of financial position
Long-term diminishing musharaka finances
Current portion of diminishing musharaka finances
Accrued profit

Long term investment

Short-term investments

Cash and bank balances

Short term / long term financing

Mark up accrued

Statement of profit and loss

Revenue

Other charges from tenants

Income on diminishing musharaka finances
Dividend income

Gain on sale of investments

Profit on debt securities

Profit on other investments

Profit on bank balances

Finance cost

Late payment surcharge

Profit earned or interest paid

Excahnge gain earned using conventional
derivative financial instruments

Realize and unrealize gain / (loss)

| _Conventional  Shariah Compliant

Total |

- =

1" 18,389,389 5,103,836

21 584,210,014 =

- -

636,779
5,186,559 -

26
27

26 - -

23,493,235

584,210,014

638,468
5,186,559

Relationship with shariah compliant financial institutions, including banks, takaful operators and

their windows, etc.

Name of institution

Meezan Bank Limited
Habib Metropolitan Bank

35 FINANCIAL INSTRUMENTS BY CATEGORY

Financial assets - at amortized cost

Long term security deposits
Loans to employees

Other receivables

Bank balances

Financial liabilities - at amortized cost

Post employment benefits

Trade creditors and accrued expenses
Short term borrowings

Unclaimed dividend

Dividend payable

o

Nature of relationship

Deposit / bank balance
Deposit / bank balance

Note 2026 2025
6 66,326,223 66,326,223
9 117,249 29,995
- 35,249
11 9,714,316 23,493,235
76,157,788 89,884,702
19 16,190,497 16,190,497
16 363,106,194 307,001,815
17 116,500,000 116,500,000
513,191 513,191
3,148,406 3,148,406
499,458,288 443,353,909
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36
36.1

b)

FINANCIAL RISK MANAGEMENT
Financial risk

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

Risk management is carried out by the Board of Directors (the Board). The Board provides principles for
overall risk management as well as policies covering specific areas such as currency risk, other price risk,
interest rate risk, credit risk and liquidity risk.

The Company's overall risk management procedures, to minimize the potential adverse effects of financial
market on the Company's performance, are as follows:

Market risk

Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because
of changes in foreign currency, interest rate, commodity price and equity price that will affect the
Company's income or the value of its holdings of financial instruments.

Currency risk

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

The Company's exposure to foreign currency risk is as follows:

2026 2025
Foreign Foreign
Rupees Currency Rupees Currency
Trade and other payables
-Usp 3,992,602 143,104 1,050,090 36,975
Reporting date rate

2026 2025

US Dollars (USD) to Pakistani Rupee (Rs.) 279 284

Sensitivity analysis

As at June 30, 2028, if the Pakistani Rupee had weakened / strengthened by 10% against the relevant
foreign currencies to which the Company is exposed, with all other variables held constant, profit before
income tax for the year would have been lower / higher by Rs. 3,992,602 (2025: Rs. 1,050,099 million), as a
result of foreign exchange gains / losses on translation of foreign currencies denominated trade and other
payables, and frade receivables.

Interest rate risk

This represents the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. The Company's only interest-bearing financial instruments are
deposit account balances of Rs. 1,877,398 (2025: Rs. 7,721.237), which carry floating rates. If interest rates
had been 1% higher / lower, with all other variables held constant, the loss before levy and income tax for
the year would have been Rs. 18,774 (2025: Rs. 77,212) lower / higher. This represents the risk that the fair
value or future cash flows of a financial instrument will fluctuate because of changes in market interest
rates. The Company only has deposit bank accounts balances of Rs. 18,774 which are subject to floating
interest rate and therefore exposed to interest rate risk,

C?‘TL,/
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36
c)

(4 M

FINANCIAL RISK MANAGEMENT (CONTINUED)
Other market price risk

Other price risk represents the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market prices (other than those arising from interest rate risk or currency
risk), whether those changes are caused by factors specific to the individual financial instrument or its
issuer, or factors affecting all similar financial instruments traded in the market.

The Company is not exposed to any other market price risk.

Credit risk

Credit risk represents the risk that one party to a financial instrument will cause a financial loss for the other
party by failing to discharge an obligation. Carrying amounts of financial assets represent the maximum
credit exposure.

Credit risk of the Company arises from deposits with banks, long term deposits, short term deposits, and
other receivables. The management assesses the credit quality of the customers, taking into account their
financial position, past experience and other factors. The utilization of credit limits is regularly monitored.
For banks and financial institutions, only independently rated parties with a strong credit rating are
accepted.

The Company monitors the credit quality of its financial assets with reference to historical performance of
such assets and available external credit ratings, if any. Carrying values of financial assets exposed to
credit risk, which are neither past due nor impaired are as under:

Note 2026 2025
Long term security deposits 6 66,326,223 66,326,223
Loans to employees 9 2,000 29,995
Other receivables - 35,249
Bank balances 11 9,714,316 23,493,235
76,042,539 89,884,702

The credit risk on liquid funds is limited because the counter parlies are banks with reasonably high credit
ratings. The Company believes that it is not exposed to major concentration of credit risk as its exposure is
spread over a large number of counter parties.

The credit quality of bank balances that are neither past due nor impaired can be assessed by reference to
external credit ratings (if available) or to historical information about counterparty default rate:

Rating

Bank Name Shortterm Longterm Rating Agency 2026 2025
Soneri Bank Limitad Al+ AA PACRA 2,676,124 2,645,296
Muslim commercial Bank Al+ AAA PACRA 39,355 39,356
Habib Metropoliton Bank Al+ AbA PACRA 427,670 9,645,244
JS Bank Ltd AA Al+ PACRA 67,450 67,450
Alfalah Bank Ltd. Al+ AAA PACRA 56,208 56,208
Faysal Bank Limited Al+ AR+ PACRA 66,625 66,625
Habib Bank Limited Ad A+ PACRA 5,830,592 5,830,942
Allied Bank Limited Al+ AAA PACRA 75,199 75,267
Bank Al habib Limited AAA Al+ PACRA 155,377 -
Meezan Bank Limited Al+ AAA VIS 319,716 5,066,847

9,714,316 23,493,235
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FINANCIAL RISK MANAGEMENT (CONTINUED)

Liguidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due.
The Company’'s approach to manage liquidity is to ensure, as far as possible, that it will always have
sufficient liguidity to meet its liabilities when due, under both normal and stressed conditions, without
incurring unacceptable losses or risking damage to the Company's reputation. The Company ensures that it
has sufficient cash on demand to meet expected cash outflows during its operating cycle, including the
servicing of financial obligations; this excludes the potential impact of extreme circumstances that cannot
reasonably be predicted, such as natural disasters.

The Company monitors rolling forecasts of the liquidity reserve (comprising undrawn borrowing facilities
and cash and cash equivalents) on the basis of expected cash flows. In addition, the Company's liquidity
management policy involves projecting cash flows in each quarter and considering the level of liquid assets
necessary to meet its liabilities and maintaining debt financing plans. The table below analyses the
Company's financial liabiliies into relevant maturity groupings based on the remaining period at the
reperting date, to the contractual maturity dates. The amounts disclosed in the table are the contractual
undiscounted cash flows and also include the impact of estimated future interest payments.

Carrying amount Canmcual okl Within one year HpESEa
Description flows year
As at June 30, 2026
Post employment benefits 16,190,497 16,190,487 16,190,497 -
Trade credilors and accrued expenses 382,251,080 382,251,080 382,251,080
Short term borrowings 116,500,000 116,500,000 116,500,000 *
Unclaimed dividend 513,191 513,191 513,191 -
Dividend payable 3,148,406 3,148,406 3,148,406 -
518,603,174 518,603,174 518,603,174 -
As at June 30, 2025
Post employment benefits 16,190,497 16,190,497 16,190,497 -
Trade creditors and accrued expenses 307,001,815 307,001,815 307,001,815 =
Shart lerm borrowings 116,500,000 116,500,000 116,500,000 B
Unclaimed dividend 513,191 513,191 513191 -
Dividend payable 3,148,406 3,148,406 3,148 406 =
443,353,909 443,353,909 443,353,809 -

The contractual cash flows relating to the above financial liabilities have been determined on the basis of
interest rates / mark up rates effective as at the reporling date. The rates of interest / mark up have been
disclosed in relevant notes to these financial statements.

FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. Consequently, differences can arise
between carrying values and the fair value estimates.

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

The estimated fair value of financial assets and liabilities is considered not to be significantly different from
carrying Values as the items are either short-term in nature or are periodically repriced other than those
mentioned in note.

“u
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FINANCIAL RISK MANAGEMENT (CONTINUED)
Fair value hierarchy

Level 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable.

Level 3 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable.

2026
Level 1 Level 2 Level 3

Revaluation surplus on property, plant and equipment - 438,275,512 -

= 438,275,512 =

2025
Level 1 Level 2 Level 3

Surplus on revaluation of freehold land and building on freehold I: - - -

Other financial instruments

The fair values of all other financial instruments are considered to approximate their carrying amounts.

OPERATING SEGMENTS
These financial statements have been prepared on the basis of a single reportable segment,
All sales of the Company comprise of sale of wall tiles, floor tiles and other building material products.

All non-current assets of the Company at the end of the current and preceding year were located in
Pakisian.

Sales to five major customers of the Company are around 48% of the Company's total sales during the year
(2025: 39%).

Sales to five major customers of the Company are around 51% of the Company's total sales during the
year (2023: 39%). Revenue from one customer amounted to Rs. 140.71 million, representing 22.8% of the
Company’s total revenue.

CAPITAL RISK MANAGEMENT

The Company’s objectives when managing capital are to safeguard Company's ability to continue as a
going concern in order to provide returns for shareholders and benefit for other stakeholders and to
maintain an optimal capital structure to reduce the cost of capital.

The Company finances its operations through equity, borrowings and management of working capital with a
view to maintain an appropriate mix between various sources of finance to minimize risk.

2026 2025
Total borrowings 116,500,000 116,500,000
Cash and bank (9,749,352) (23,501,007)
Net debt 106,750,648 92,998,993
Equity 1,279,304,898 905,186,672
Total capital 1,386,055,546 998,185,665
Debt to capital ratio 8% 9%

‘(:WL,.

63



NA

WALL TILES - #LOCHE TILLS

KARAM CERAMICS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2026
(Expressed in Pakistani Rupees)

2026 2025

39 RECONCILIATION OF LIABILITIES ARISING FROM
FINANCING ACTIVITIES
Short term borrowings
Balance as at July 1, 116,500,000 111,800,000
Non-cash changes - o
Cash flows - 5,000,000
Balance as at June 30, 116,500,000 116,500,000

40 CORRESPONDING FIGURES

Corresponding figures have been re-arranged and reclassified, wherever necessary for the purpose of
comparison of and for better presentation. However, no significant re-classification has been made during

the year.
41 DATE OF AUTHORIZATION FOR ISSUE 21 0CT 2026
These financial statements were authorized for issue on ' by the Board of Directors of

the Company.

42  GENERAL
Figures have been rounded off to the nearest Pakistani Rupee unless otherwise stated.

- P B

Chief Executive Officer Chief F@chr = Director
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KARAM CERAMICS LIMITED
Pattern of Shareholding
As On 30/06/2026

NO. OF <---- HAVING SHARES ---->

SHAREHOLDERS From To SHARES HELD PERCENTAGE
262 1 100 3124 0.0215
83 101 500 34108 0.2344
16 501 1000 12655 0.0870
15 1001 5000 27000 0.1856

1 5001 10000 6666 0.0458

1 30001 35000 32751 0.2251

4 320001 325000 1293586 8.8914

4 3280001 3285000 13138786 90.3092
361 Company Total 14548676 100.0000

TOTAL OUT STANDING SHARES
AS AT 30 JUNE 2026
CATEGORIES OF SHAREHOLDERS

Name No of Flio Balance Percentage
Share
DIRECTORS, CEO & CHILDREN 4 3,612,818 67.733
BANKS, DFI & NBFI 1 202 0.001
INSURANCE COMPANIES 1 1,500 0.010
GENERAL PUBLIC (LOCAL) 362 10,897,167 32.001
GENERAL PUBLIC (FOREIGN) 16 3,089 0.021
OTHERS 2 33,900 0.233
Company Total 382 14,548,676 100.000
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Karam Ceramics Limited
Pattern Of Shareholdings
as on 30-06-2026

Folio No

003277121434
006452124553
012484055210
003277012491
012484055376
012484003079
000000000772
012484114280
003277014488
012484055533
006502023351
012484055384
038890000028
003277078335
003277082127
000000000773

Name Code Balance Held Percentage
Syed Mazhar Ali Nasir 001 3,284,696 24.80%
Syed Mazhar Ali Nasir 001 323,397 ’
Mrs. Atiya Nasir 001 500 0.00%
Aamir Magbool 001 500 0.000034
Syed Ahmed Ali Nasir 001 500 0.00%
Shuja Ahmed Alvi 001 505 0.00%
Alireza M. Alladin 001 200 0.00%
Alireza M. Alladin 001 500 0.00%
Abeezar Noordin Poonawala 001 520 0.00%
Ms. Samya Nasir 001 500 0.00%
Qasim Bashir Habib 001 500 0.00%
Syed Saad Ali Nasir 001 500 0.00%
National bank of Pakistan 004 202 0.00%
Trustee National Bank of Pakistan Employees Pension Fund 010 32,751 0.23%
Trustee National Bank of Pakistan EMP Benevolent Fund Trust 010 1,149 0.0079
Gulf Insurance Company Limited 005 1,500 0.01%
0.52%
TOTAL OUT STANDING SHARES
AS AT 30 JUNE 2026
CATEGORIES OF SHAREHOLDERS
Name No of Flio Balance Percentage
Share
DIRECTORS, CEO & CHILDREN 4 3,612,818 6773.32%
BANKS, DFI & NBFI 1 202 0.14%
INSURANCE COMPANIES 1 1,500 1.03%
GENERAL PUBLIC (LOCAL) 362 10,897,167 3200.08%
GENERAL PUBLIC (FOREIGN) 16 3,089 2.12%
OTHERS 2 33,900 23.30%
Company Total 382 14,548,676 9999.99%
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Dear Sharcholder(s) Dated:
MANDATORY PAYMENT OF DIVIDEND THROUGH ELECTRONIC MODE

In pursuance of Section 242 of the recently promulgated Companies Act, 2017, it is now mandatory for all
listed companies to pay dividend only by way of electronic mode, directly into the bank accounts of entitled
shareholders.

Keeping in view the same, all cash dividend, if declared by the Company kin future will be directly transferred
in bank account, In order to enable us to follow the directives of the regulators in regard to payment of
divided only through electronic mode, you are requested to please provide/ update your bank account details
in below mentoned format. . oo

1. I hereby authorize Karam Ceramics Limited to directly credit cash dividend declared by it, if
any, in the below mentioned bank account.

Bank Account Details of Transfer for Cash Dividend

*( Mandatory to provide)

1) Shareholder’s Detail

Mame of Company

Name of Share holder

_Folio No. / CDC Participants 1D A /c No. |
CNIC No*

Passport No ,( in case of foreign
Sharcholder )**

Land Line Phone Number

Cell Number

_ii) Shareholder’s Bank detail _

| Title of Bank Account

International Bank Account Number (IBAN) rK
Mandatory

Bank's Name

Branch Name And Address

2, Itis stated that the above-mentioned information is correct, that 1 will intimate the changes in the above
mentioned information to the above addresses as soon as these occur.

(signature of shareholder)

KINDLY NOTE: COMPANY MAY WITHHOLD THE PAYMENT OF DIVIDEND OF A MEMEBER WHERE
THE MEMBER HAS NOT PROVIDED THE COMPLETE INFORMATION OR DOCUMENTS AS
SPECIFIED,

The shareholders who hold share in Central Depository Company are requested to submit the above mentioned
dividend mandate form after duly filed in to their participants/ investor account services of the central
depository company limited.

The shareholder who hold shares in physical form are requested to submit the above-mentioned dividend
mandate form after duly filled in to Company's registrar office, as mentioned below:

M/s THEK Associates (Pvt.) Limited
1th Floor, 40-C, Block 6,
P.E.C.H.S, Karachi-75400

For any query, you may please contact on Tel # 021-111-000-322 or email at sfc@thk.com.pk
Thanking you.

Owvais Ahmed
(Company Secretary)
Karam Ceramics Limited

Note : This is a computer generated letter and does not require signature.
*Please attach attc:stedgthutucupy of CNIC
** please attach attested photocopy of the Passport
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FORM OF PROXY
I / We

being a member of KARAM CERAMICS LIMITED and holder of
ordinary shares as per Registered
FolioNo. hereby appoint

a member of KARAM CERAMICS LIMITED vide Registered Folio No.as my proxy to vote for and on my behalf at the
47th  Annual General Meeting of the Company to be held on Monday, November 16,2026 at 2:30 pm Company*s
Registered Office situated at , Karachi.

WITNESS:
(1) Signature
Name
Address
Signature o
NIC or Passport No. Rupees Fiv

Recenue Star

(Signature should agres
Signature registered with the compar
(2) Signature

Name
Address
NIC or Passport No.

Dated

Important:
This form of proxy, duly completed must be deposited at the Company‘s Registered Office A-31, SM.C.H.S, Karachi not
less than 48 hours before the meeting . CDC Shareholder and their Proxied must attached either an attested photocopy
of their Computerized National Identity Card or Passport with this proxy from.

68



WALL TILES - FLODOA TiLES

i’y

‘ ;I -
e
whieoted Voo L e "!‘--J,ﬁ,,b'

AT ¢¢—/, Ll i 7 L 8 H,A}J._,r(y:-r/fg unt Py
u“ el .,!'.3.'.._.2:30,;;:: 4 0z +2026 2716 :Eﬁl&,’fu;:aE-_;;,:;.’i.-'f:)?‘;._x’«’;v',z;m‘;
-brl 1S A31,SMCHS.

.
ol
b b7
2 ]
VJ:"'-:r'JJ_.l:J_!JéL)
3 b L,
(L5
= i
SIS ALY )]
(nlficzbre /L 15 A R
P - (1K
” 3
v
— ST db‘é:b:
LT
Ly

CDC. U VEIE agfife Beut QU A31,.SMCH.SENA T L 2 S5 &y
o L-’V'.f ﬁ;i—i".ﬂﬁfl{q{f;’sx #'-'J_-.r:;'ll:.rﬂ. n-g.f;, erﬁ. Whalisdde: '1:

69



