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COMPANY INFORMATION

BOARD OF DIRECTORS:

COMPANY SECRETARY :

AUDIT COMMITTEE :

1. CH. USMAN GHANI FAIZI
2. CH.IQBAL NAZIR

3. CH.ABDUL SALAM

HUMAN RESOURCE AND REMUNERATION COMMITTEE :

1. CH. SOHAIB HAMEED
2. CH.ABDUL SALAM
3. CH. MAHMOOD GHANI FAIZI

CHIEF FINANCIAL OFFICER:

AUDITORS:

LEGAL ADVISORS:

REGISTERED OFFICE & WORKS:

BANKERS :

SHARE REGISTRAR:

1. CH. IMTIAZ A. HAMEED
2.CH. M. A. QAYYUM

3. CH. ABDUL SALAM

4. CH. MAHMOOD GHANI FAIZI
5. CH. USMAN GHANI FAIZI

6. CH. IQBAL NAZIR

7.CH. SOHAIB HAMEED

SH. MUHAMMAD ASLAM

Chairman
Member
Member

Chairman
Member
Member

SH. JAMIL AHMAD

M/s. QADEER & Co.
Chartered Accountants

KHURRAM SAEED

CLIMAXABAD, G.T. ROAD,
GUJRANWALA,

THE BANK OF KHYBER LIMITED

HABIB BANK LIMITED

Chairman
Chief Executive

NATIONAL BANK OF PAKISTAN LIMITED
HABIB METRO POLITAN BANK LIMITED

M/s Corplink (Pvt.) Ltd.
Wings Arcade, 1-K, Commercial,
Model Town, Lahore.




CLIMAX

]
ANNUAL REPORT 2018

Vision Statement

To be the Best in Engineering
Business in the Region

Mission Statement

To grown Engineering business consistently
and aggressively by maintaining market
leadership through positive relationship with
customers to attain full customer satisfaction
level and to bring continuous improvement
by adopting only those business practices
which add value for its customers, employees
and shareholders.

Our Core Values

Define and direct every decision we make and every action we take at
The Climax Engineering Company Limited

Integrity
We adhere to a code of conduct, which produces consistently ethical
behaviour

Excellence

We do the right things in a superior manner while striving for
continuous improvements.

Respect

We deal with and treat others the way we want to be dealt with and
treated.

Financial Success

We consistently focus on our business to create economic value today
and into the future
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STATEMENT OF ETHICS AND BUSINESS PRACTICES

It is strong belief of the management of the Company that a clear vision, a positive mission and fully spelled out code
of ethics and business practices is a pre-requisite to good corporate governance.

Therefore, the Company in addition to the adherence of its mission statement shall observe the compliance of the
following codes of ethics and best business practices.

ETHICS

Discipline
It shall be the joint and several responsibility of management and every employee of the company to
maintain the Discipline in the Company.

Coordination among staff
The management shall provide a conducive environment for the effective coordination among the members
of the staff and management.

Conflict ofinterest

Management and employees of the Company are hereby committed not to engage in any activity which is
against the interest of the Company. Staff members shall not conduct any personal business in the Company
premises and with the use of facilities provided by the Company for official use. If any employee has a direct
or indirect relationship with any organization dealing with the Company he should disclose it immediately
to the Company.

Confidentiality

Management and employees of the Company are hereby committed to the confidentiality of the business
information to the outside of the Company unless it is required by a competent authority having jurisdiction
to the affairs of the Company. Even if they leave the Company shall not loose the confidentiality of Company
secrets.

Commitment

A bi-lateral commitment with the employees, management, shareholders, suppliers and customers shall be of prime
importance in every instance.All the management and employee of the Company shall not make any commitment,
the compliance of which is beyond their control and if they commit, every effort shall be made to fulfill the
commitment

Relationship with Govt. Officials,Suppliers, Customers and Agents

Only the concerned and knowledgeable members of the relevant field of the Company shall conduct dealing with
Gouvt. officials, suppliers, customers and agents. The dealing members shall always maintain the integrity and
reputation of the Company.

Training
Training of the employees shall be an important part of business practices. The management shall take steps that
training of every employee is ensured from his joining to the retirement.

GENERAL
The Company shall neither support any political party nor contribute funds to groups or Associations whose
activities promote political interest.

IMPLEMENTATION
Company Board ensures implementation of these codes, regular monitoring, review for modification / amendment
where necessary.
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NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that 60" Annual General Meeting of the shareholders of M/s The Climax
Engineering Company Limited will be held on Saturday Oct 27,2018 at 8.30 AM at the Registered
Office of the Company located at Climaxabad, G.T. Road, Gujranwala to transact the following
business:-

ORDINARY BUSINESS

1. To confirm the minutes of the last Annual General Meeting held on 31" October 2017.

2. Toreceive, consider and adopt the audited financial statements of the company for the year ended
June 30,2018 together with the Directors' and Auditors' Reports there on.

3. To appoint Auditors for the next financial year ending on June 30, 2019, and to fix their
remuneration. M/S Qadeer & Company, Chartered Accountants, retire and being eligible have
offered themselves for re-appointment.

SPECIAL BUSINESS

4. To consider and if thought fit, to pass the following resolution, with or without modification, as a
special resolution:“Resolved that Mr. Muhammad Abdul Qayyum, Mr. Imtiaz Hameed & Mr.
Usman Ghani Faizi Directors of the Company are hereby authorized to purchase shares of the
company from the minority shareholders at price of Rs. 100 per share as finalized by the Pakistan
Stock Exchange Limited (PSX) in accordance with Regulation No. 5.13.Further Resolved that
the Company be delisted from PSX under the Voluntary Delisting Regulations of the Exchange
Further Resolved that the Company Secretary be and is hereby authorized to take all steps to give
effect to this resolution.

OTHER BUSINESS

5. Totransact any other business with the permission of the Chair.

Statement of material Facts under Section 134 (3) of the Companies Act, 2017

The very uncertain political and economic conditions prevailing in the country are badly effecting the
over all business conditions. Therefore less business is available for transformers, motors and fans
which is directly related with the development of the company. Moreover, smuggling and under
invoicing of different items related to industry are also effecting the manufacturing sector and are
making the local items uncompetitive. The present compliance of statutory requirements and
administrative cost is too high for the company to remain listed on stock exchange to get benefits as
listed company.

Therefore, the Directors of The Climax Engineering Company Limited in the Board Meeting held on
Oct 05, 2018 approved the voluntary delisting of the ordinary shares from Pakistan Stock Exchange as
the majority of the shares are held by the Sponsors / Family members and only 12.32% ordinary shares
are held by the General Public.

Now, the company proposed to buy-back of 12.32% shares from general public by the sponsors at
Rs.100/- per share approved in accordance with Regulation No. 5.13. of PSX . In view of these factors

7
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itis proposed to approve the Special Resolution given under the Agenda item in special Business.

Gujranwala By Order of the Board
SH.MUHAMMAD ASLAM

Dated: Oct 06,2018 Company Secretary

NOTES:

1. The share transfer books of the Company will remain closed from Oct 21, 2018 to Oct 27,2018 (both days
inclusive.) Transfer receive in order by the company's Share Registrar M/s Corplink (Pvt.) Limited, Wings
Arcade, 1-K Commercial, Model Town, Lahore up to the close of business on 20 Oct 2018 will be treated in
time for entitlement to attend the Annual General Meeting.

2. A member entitled to attend and vote at the meeting may appoint another person as his/her proxy to attend
and vote on his/her behalf. In case of corporate entity, the Board of Directors Resolution/power of Attorney
with specimen signature of the representative shall be submitted along with proxy form to the company.
Proxy, in order to be effective, must be received at the Registered Office of the company 48 hours before the
time of the meeting.

3. In case of individuals, the account holder and / or sub-account holder shall authenticate his identity by
showing his original CNIC or original Passport at the time of attending the Meeting.

4. Incase of corporate entity, the Board of Directors Resolution / power of attorney with specimen signature of
the nominee shall be produced (unless it has been provided earlier) at the time of the Meeting.

5. CDC Account Holder will further have to follow the guidelines as laid down in the Securities and Exchange
Commission of Pakistan's Circular No. 1 date 26" January 2000.

The members are requested to notify the changes, if any, in their registered addresses.
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STATEMENT OF COMPLIANCE WITH LISTED COMPANIES

(Code of Corporate Governance) Regulations, 2017

THE CLIMAX ENGINEERING COMPANY LIMITED
YEAR ENDING: 30™ JUNE 2018
The Company has complied with the requirements of the Regulations in the following manner:
I.  The total number of directors are 7 as per the following:
a. MALE: 07
b. FEMALE: 00

2. The composition of board is as follow:

Category Names

Ch.M.A. Qayyum

Ch. Mehmood Ghani Faizi
Ch. Abdul Salam

Ch.Usman Ghani Faizi
Ch. M. Igbal Nazir

Ch. Imtiaz.A.Hameed
Ch. Shoaib Hameed

Executive Directors

Non-Executive Directors

OO0OO0OO0OO0OO0O|Oo

The Company is in the process of appointing independent director.

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

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

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

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

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

8. The board of directors has a formal policy and transparent procedures for remuneration of directors in
accordance with the Act and these Regulations.

9. In terms of regulation 20 of the 2017 code, the companies are required to ensure that all the dir ectors on
their board have acquired the prescribed certification under Director Training Program by June 30, 2021.
Majority of the directors are exempted under exemption criteria of 14 years of education and |5 year of
experience on the board of listed Company.

0. The Board has approved the appointment of Chief Financial Officer (CFO), Company Secretary and Head of
Internal Audit, including their remuneration and terms and conditions of employment and complied with the
relevant requirements of the Regulations.
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. Chief Financial Officer (CFO) and Chief Executive Officer(CEQO) duly endorsed the financial statements

before approval of the board.

The board has formed committees comprising of members given below:

a) Audit Committee

1. Mr. Ch.Usman Ghani faizi — Chairman/ member

2. Mr.IgbalNazir-

3. Mr. Abdul Salam — member
After appointment of independent director in the Board of directors, such independent director will be
the Chairman of the Audit Committee.

) HR and Remuneration Committee

Mr. Ch. Shoaib Hameed — Chairman/ member

Mr. Ch. Abdul Salam — member

Mr.Ch. Mehmood Ghani Faizi — member

After appointment of independent director in the Board of directors, such independent director will be
the Chairman of the HR and Remuneration Committee.

bl )

. The terms of references of the aforesaid committee have been formed, documented and advised to the

committee for compliance.

. The frequency of meetings (quarterly/half yearly/ yearly) of the committee were as per following:

a) Audit Committee (3)
b) HR and Remuneration Committee (3)

. The Board has setup an effective internal audit function. The Head of Internal Audit is suitably qualified and

experienced for the purpose and is conversant with the policies and procedures of the Company.

. The statutory auditors of the Company have confirmed that they have been given a satisfactory rating under

the QualityControl Review Program of the ICAP and will be registered on time with Audit Oversight Board
of Pakistan, that they or any of the partners of the firm, their spouses and minor children do not hold shares
of the Company and that the firm and all its partners are in compliance with International Federation of
Accountants (IFAC) guidelines on code of ethics as adopted by the ICAP.

. The statutory auditors or the persons associated with them have not been appointed to provide other

services except in accordance with the Act, these regulations or any other regulatory requirements the
auditors have confirmed that they have observed IFAC guidelines in this regard.

. We confirm that all other requirements of the Regulations have been complied with except for the

exemptions provided in the Regulations or otherwise stated above.

(Ch.M.A. Qayyum)
(Chief Executive)
Gujranwala

Dated: October02,2018

(Mr.Imtiaz A Hameed)
(Chairman)

Gujranwala
Dated: October 02,2018
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CHAIRMAN REVIEW

Dear Shareholders,

| feel pleasure to welcome you on the 59th Annual General Meeting of your company and to place
before you the Annual Accounts for the year ended June 30, 2018 along with Director's Report
thereon

Financial Review

The year under review has shown sales of Rs. 27..939 Million as compared to Sale of 35.457 Million
in the previous year.

Company's After tax Loss is amounting to Rs. 8.646Million as compared to last year's After tax Profit
of Rs. 62..688 Miillion.

The very uncertain political and economic conditions prevailing in the country are badly effecting the
over all business conditions. Therefore less business is available for Transformers, Motors and Fans
which is directly related with the development of the Country Moreover, smuggling and under
invoicing of different items related to industry are also effecting the manufacturing sector and are
making the local items uncompetitive.

The above mentioned reasons are responsible for lesser Sales in our Transformers, Motors and
Fans departments. The Board of Directors of The Climax Engineering Company Limited in the Board
Meeting held on October5, 2018 approved the voluntary delisting of the ordinary shares from
Pakistan Stock Exchange as the maijority of the shares are held by the Sponsors/Family members.

Now, the company proposed to buy-back of 12.32% shares from general public by the sponsors at
Rs.100/- per share approved in accordance with Regulation No. 5.13. of PSX . In view of these
factors it is proposed to approve the Special Resolution given under the Agenda item in special
Business.

The management is trying its best to improve the working of the Company as far as possible in the
present circumstances and also to complete construction of new factory as quickly as possible.

The management has very cordial relation with the Collective Bargaining Agents and we would like to
thank all the employees of the Company for their commendable contributions.

Dated :October2, 2018. CH.IMTIAZA. HAMEED

Chairman
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DIRECTORS REPORT TO THE SHARE HOLDERS.

Dear Shareholders,
On behalf of the Board of Directors, the under signed takes pleasure to present before you the 60th Annual report for the
financial year ended June30,2018 along with auditors 'report there on.

OPERATINGRESULTS

During the year under review, your company has achieved sales at Rs. 27.939 Million as compared to last year sale of Rs
35.457 Million. Summary of key financial results are given below: of these factors it is proposed to approve the Special
Resolution given under the Agenda item in special Business.

June30, June30,
2018 2017
Rupees Rupees
Sale 27,939,934 35,457,972
Gross (Loss) / (1,714,381) (63,806,052)
Profit/ Loss For the year (8,646,244) 62,688,024
(Loss) Earning per share Basic and Diluted (In Rupees) (2.61) 18.93

The main reason of loss during the year is due to decrease in sales, increase in the input costs and sever competition in the
market.The electricity and Gas load shedding, political and economic condition of the country are also effecting the
working of the Company.

FUTURE PROSPECTUS

The management of the company is continuously making efforts to improve the working of the company. We are planning to
shift the old factory to new place at Sialkot Road. Total bank liabilities have already been paid off and we hope the working
ofthe Company will improve in the near future.

The very uncertain political and economic conditions prevailing in the country are badly effecting the overall business
conditions. Therefore less business is available for transformers, motors and fans which is directly related with the
development of the company. Moreover, smuggling and under invoicing of different items related to industry are also
effecting the manufacturing sector and are making the local items uncompetitive. The present compliance of statutory
requirements and administrative cost is too high for the company to remain listed on stock exchange to get benefits as listed
company.

Therefore, the Board of Directors of The Climax Engineering Company Limited in the Board Meeting held on June28,2018
approved the voluntary delisting of the ordinary shares from Pakistan Stock Exchange as the majority of the shares are held
by the Sponsors/Family members.

Now, the company proposed to buy-back of 12.32% shares from general public by the sponsors at Rs.100/- per share
approved in accordance with Regulation No. 5.13. of PSX . In view of these factors it is proposed to approve the Special
Resolution given under the Agenda item in special Business.

AUDITCOMMITTEE
a) The board of directors in compliance to the code of corporate governance has established an audit committee and
the following three non-executive directors are its member.
1. Mr. Ch. Usman Ghani Faizi — Chairman/ member
. Mr. Igbal Nazir-
3. Mr. Abdul Salam —member

The Company is in the process of locating an independent director. After appointment of an independent director in the
Board, Chairman of the Audit Committee will be the independent director.

The Audit Committee held 3 meetings during the year under review, each before the board of directors meeting to review the

12
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financial statements, internal audit reports and compliance with the corporate governance requirements. These meetings
included meeting with external auditors before and after completion of audit and other statutory meeting as required by
the code of corporate governance.

Human Resource and Remuneration (HR&R) Committee
During the year, the Board of Directors, in compliance with the Code of Corporate Governance has established HR & R
Committee consisting of the following non-executives directors are its members:

HR and Remuneration Committee

Mr. Ch. Shoaib Hameed — Chairman/ member
Mr. Ch. Abdul Salam —member

Mr.Ch. Mehmood Ghani Faizi —member

RN -
T T S

After appointment of independent director in the Board of directors, such independent director will be the Chairman of
the HR and Remuneration Committee

The HR&R Committee is mainly responsible for:

1. Recommending human resource management policies to the Board,

2. Recommending to the Board the selection, evaluation, compensation (including retirement benefits) and
succession planning of the CEO;

3. Recommending to the Board the selection, evaluation, compensation (including retirement benefits) of COO,
CFO, Company Secretary and Head of Internal Audit; and

4. Consideration and approval on recommendations of CEO on such matters for key management position who report
directly to CEO or COO.

AUDITOR OBSERVATION
a.  Our auditors in their report shown their concern over disclosure of installation of new plant which will meets the
requirements of WAPDA... Below is the reproduction of text of observation of auditors

Note # 3.4 to the annexed financial statements elaborates the factors due to which the Company is in enormous operating
and financial difficulties. These factors indicate the existence of a material uncertainty which may cast significant doubt
on the Company's ability to continue as a going concern, however, the Company does not disclose the cost of acquisition
and implementation of new plant and machinery to fulfill the new design requirement of current market of transformers
which may cost the Company for much more than the expected cash inflows from the sale of land. The non-availability
of such plant and machinery is one of the most important factors in deriving the Company to its current result and
conditions.”

In view of the above operating and financial difficulties, although material uncertainty exists which may cast significant
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, however, management is strongly committed to maintaining the
going concern status of the Company. Management is confident that these financial and operating crisis are temporary
and would reverse in the near future. However, these financial statements have been prepared on the assumption that the
Company will continue as a going concern.

b. Auditors also emphasized on more issues which are as follows

Note # 2 and Note # 40 of the financial statement which describes that Board of Directors have approved the
decision for delisting of the Company and subsequently of September 17,2018 the Voluntary Delisting Committee
of the Pakistan Stock Exchange Limited has approved the Board of directors decision to purchase the ordinary
shares at a minimum buy back price of Rs. 100/- per share, subject to purchase of at least 101,940 shares other than
the sponsors. Our opinion is not modified in respect of this matter.

Note # 10 (b) to the financial statements which elaborates the outstanding investigation order initiated by SECP.
Our opinion is not modified in respect of this matter.

13
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Directors' Training Programs:

In terms of regulation 20 of the 2017 code, the companies are required to ensure that all the directors on their board have
acquired the prescribed certification under Director Training Program by June 30, 2021. Majority of the directors are
exempted under exemption criteria of 14 years of education and 15 year of experience on the board of listed Company

Statements of Compliance with the Code of Corporate Governance:

During the year, SECP issued Listed Companies (Code of Corporate Governance) Regulations, 2017 for listed
companies, revising he previous regulations. The Board of Directors is fully aware of the requirements of the revised
Code which is applicable since 1st January 2018 and is making necessary arrangements to ensure compliance. As part of
compliance of the code, we confirm the following;

6] The financial statements prepared by Company Management present fairly its state of affairs, results of its
operations, cash flows and changes in equity.

(i1) Appropriate accounting policies have been consistently applied in preparation of financial statements and
accounting estimates are based on reasonable and prudent judgements.

(ii1) IFRS as applicable in Pakistan, have been followed in preparation of financial statements and any departures,
there from, has been adequately disclosed and explained.

@iv) The system of internal control is sound in design and is effectively implemented and monitored.

) There is no significant doubts upon the Company's ability to continue as a going concern.

(vi) There is no material departure from the best practices of corporate governance as detailed in the listing

regulations except as stated.

(vii) As required by the Code, we have included in this report, the Chairman's review, Statement of Pattern of
Shareholding, shares held by associated companies, undertakings and related parties; BOD meetings held and
attendance by each director; and key operating and financial statistics for last six year.

Health, Safety and Environment:

Health and Safety of employees, contractors and visitors along with protection of Environment associated with
Company's activates remains the top priority at Climax Engg co Ltd. We actively strive for eliminating all possible
causes of accidents, preventing environmental pollution, minimizing waste, energy conservation, safety awareness,
training, emergency preparedness and managing environmental impact that can affect the surrounding communities and
the environment at large. The Company has been certified for [ISO 9001:2000 — Quality Management System.

Corporate Social Responsibility:

Climax is a socially responsible corporate entity and is working diligently for the welfare of communities where we
operate and the society in general. Your Company is actively involved in the various social responsibility initiatives in
the field of education and health care. Climax continued to provide financial support t ovarious organization operating in
the fields of Education, Health and Social uplift.

AUDITORS

The present Auditor, M/s. Qadeer & Company, Chartered Accountants, retire and being eligible have offered them
selves for re-appointment for the next year ending June 30,2019.

DIVIDEND

Due to losses incurred by the company, directors do not recommend any Dividend for the year ended June 30,2018.

RELATED PARTIES
The Board of Directors has approved the policy for transaction / contract between Company and its related parties on an
arm's length basis and relevant rates are to bed etermined as per the“comparable un-controlledpricemethod”

MATERIAL CHANGES
There have no material changes Since June 30, 2018 and the Company has not entered into any commitment which
would effect its financial position at the date.
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EARNING PER SHARE.

During the year ended June 30, 2018 earning per share of the Company concluded at Rs: (2.61) as compared to Rs:18.93
per share during the year ended June 30,2017.

PATTERN OF SHARE HOLDING

The pattern of share holding is attached here with.

DIRECTORS MEETING:

During the year 5 meetings of Board of Directors were held

Name of Directo

rs

Numbers of meeting attended

Ch. M.A. Qayyum

Ch. Abdul Salam

Ch. Imtiaz A. Hameed

Ch. Mehmood Ghani Faizi

Ch. Usman Ghani Faizi

Ch. Igbal Nazir

Ch. Shoaib Hameed

|||

KEY OPERATING & FINANCIAL DATA

RupeesinThousand
Particulars |2018 [2017 |2016 | 2015 [ 2014 | 2013
Sales 27,939 35,457 40,589 54,434 54,434 67,162
Cost of Goods Sold (29,654) (99,264) (56,281) | (70,099) | (70,099) 79,038
Gross (LOSS) (1,714) (63,806) (15,691) | (15,664) | (15,664) (11,876)
Operating Profit / (Loss) (8,802) (71,861) (24,800) | (68,247) | (68,247) (27,423)
FinancialCharges (20) (20) 35) 43) 43) 3,41)
Profit/(Loss) before Tax (8,646) 62,688 (24,823) | 49,763 49,763 59,723
[PaidupCapital [33,120 [33,120 [33,120 [33,120 [33,120 [33,120 |
ACKNOWLEDGMENT

We would like to take this opportunity to express our appreciation to the management and employees of the Company for
their hard work and dedication. We also express our gratitude to our valued customers

Chariman
October 02, 2018

For and on behalf of the board

The Climax Engineering Company Limited

Chief Executive Officer
October 02, 2018
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2. Name of the Company

PATTERN OF SHAREHOLDING FORM 34

ITHE CLIMAX ENGINEERING CO. LTD. |

3. Pattern of holding of the shares held by the shareholders as at | 30-06-2018 |
—————— Shareholding------

4. No. of Shareholders From To Total Shares Held

268 1 100 11,048

308 101 500 79,125

60 501 1,000 43,862

70 1,001 5,000 170,845

10 5,001 10,000 73,430

14 10,001 15,000 160,410

1 15,001 20,000 16,700

1 20,001 25,000 22,500

6 25,001 30,000 164,940

1 30,001 35,000 34,000

4 35,001 40,000 147,190

3 40,001 45,000 128,690

2 50,001 55,000 104,150

1 55,001 60,000 58,860

2 60,001 65,000 125,490

3 65,001 70,000 206,940

2 85,001 90,000 172,840

4 95,001 100,000 392,510

2 100,001 105,000 221,960

1 125,001 130,000 125,100

2 135,001 140,000 277,800

1 140,001 145,000 140,100

1 185,001 190,000 185,700

1 245,001 250,000 247,810

768 3,312,000

2.3 Categories of shareholders Share held Percentage
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2.3.1 Directors, Chief Executive Officers, 1,255,700 37.9136%
and their spouse and minor children

2.3.2 Associated Companies, 201,960 6.0978%
undertakings and related
parties. (Parent Company)

2.3.3 NIT and ICP 4,960 0.1498%

2.3.4 Banks Development 9,000 0.2717%
Financial Institutions, Non
Banking Financial Institutions.

2.3.5 Insurance Companies 105,600 3.1884%
2.3.6 Modarabas and Mutual 0 0.0000%
Funds
2.3.7 Share holders holding 10% 0 0.0000%
or more

2.3.8 General Public

Local: 1,727,735 52.1659%
Foreign: 0 0.0000%
2.3.9 Others (to be specified)
1- Joint Stock Companies 5,965 0.1801%
2- Others 1,080 0.0326%
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THE CLIMAX ENGINEERING COMPANY LIMITED
Catagories of Shareholding required under Code of Corporate Governance (CCG)

As on June 30, 2018

Sr.No. [Name No. oljjgares Percentage
Associated Companies, Undertakings and Related Parties (Name Wise Detail):
1 CLIMAX AGENCIES LTD. 112,320 3.3913%
2 HAMID IMTIAZ (PVT.) LIMITED 86,840 2.6220%
3 NATIONAL PRODUCTS (PVT.) LTD. 2,800 0.0845%
Mutual Funds (Name Wise Detail) - -
Directors and their Spouse and Minor Children (Name Wise Detail):
1 MR. MEHMOOD G. FAIZI 247,810 7.4822%
2 CH. M. IQBAL NAZIR 109,640 3.3104%
3 MR. IMTIAZ A. HAMID 99,550 3.0057%
4 CH. SOHAIB HAMID - 0.0000%
5 CH. M. A. QAYYUM 58,860 1.7772%
6 CH. ABDUL SALAM 53,580 1.6178%
7 MR. USMAN GHANI FAIZI 185,700 5.6069%
8 MRS. NAGHMA BEGUM W/O CH. IMTIAZ A. HAMID 63,460 1.9161%
9 MRS. SUGHRA KHANUM W/O CH. M. A. HAMID 125,100 3.7772%
10 MRS. NUSRAT BEGUM W/O M. A. QAYYUM 97,940 2.9571%
11 MRS. RAFAQAT BEGUM W/O CH. ABDUL SALAM 86,000 2.5966%
12 MRS. FARYAL MEHMOOD FAIZI W/O MEHMOOQOD G. FAIZI 16,700 0.5042%
13 MRS. BUSHRA USMAN W/O USMAN GHANI FAIZI 97,820 2.9535%
14 MR. HARIS MEHMOOD FAIZI (MINOR) 13,540 0.4088%
Executives: 109,640 3.3104%
Public Sector Companies & Corporations: - -
Banks, Development Finance Institutions, Non Banking Finance 114,600 3.4601%

Companies, Insurance Companies, Takaful, Modarabas and Pension Funds:

Shareholders holding five percent or more voting intrest in the listed company (Name Wise Detail)

S. No. Name
1 MR. MEHMOOQOD G. FAIZI
2 MR. USMAN GHANI FAIZI

Holding Percentage
247,810 7.4822%
185,700 5.6069%

All trades in the shares of the listed company, carried out by its Directors, Executives and their

spouses and minor children shall also be disclosed:

S.No. Name
NIL
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INDEPENDENT AUDITOR'S REVIEW REPORT TO THE MEMBERS
Of THE CLIMAX ENGINEERING COMPANY LIMITED

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

We have reviewed the enclosed Statement of Compliance with the Listed Companies (Code of Corporate
Governance) Regulations, 2017 (the Regulations) prepared by the Board of Directors of The Climax
Engineering Company Limited (the Company) for the year ended June 30, 2018 in accordance with the
requirements of regulation 40 of the Regulations.

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

As apart 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 upon recommendation of the Audit Committee. We have
not carried out procedures to assess and determine the Company's process for identification of related
parties and that whether the related party transactions were undertaken at arm's length price or not.

Based on our review, except mentioned below 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 30,2018.

a. The Company does not have any independent director in its Board of Directors.

b. The Chairman of the Audit Committee and HR and Remuneration Committee is not an

Lahore QADEER AND COMPANY
Dated: October 02, 2018 CHARTERED ACCOUNTANTS
NAWAZ KHAN, FCA

23




ANNUAL REPORT 2018

INDEPENDENT AUDITOR'S REPORT

To the members of The Climax Engineering Company Limited
Report on the Audit of the Financial Statements

Qualified Opinion

We have audited the annexed financial statements of The Climax Engineering Company Limited (the Company), which
comprise the Statement of financial position as at June 30, 2018, 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 significant accounting policies and other explanatory information, and
we state that we have obtained all the information and explanations which, to the best of our knowledge and belief, were
necessary for the purposes of the audit.

In our opinion and to the best of our information and according to the explanations given to us, except for the effects of the
matter described in the Basis for Qualified Opinion, the statement of financial position, statement of profit or loss and
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, 2018 and of the loss and other comprehensive loss, the
changes in equity and its cash flows for the year then ended.

Basis for Qualified Opinion

Note # 3.4 to the annexed financial statements elaborates the factors due to which the Company is in enormous operating
and financial difficulties. These factors indicate the existence of a material uncertainty which may cast significant doubt
on the Company's ability to continue as a going concern, however, the Company does not disclose the cost of acquisition
and implementation of new plant and machinery to fulfill the new design requirement of current market of transformers
which may cost the Company for much more than the expected cash inflows from the sale of land. The non-availability of
such plant and machinery is one of the most important factors in deriving the Company to its current result and conditions.

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

Emphasis of Matter

We draw attention to Note # 2 and Note # 40 of the financial statement which describes that Board of Directors have
approved the decision for delisting of the Company and subsequently of September 17, 2018 the Voluntary Delisting
Committee of the Pakistan Stock Exchange Limited has approved the Board of directors decision to purchase the ordinary
shares at a minimum buy back price of Rs. 100/- per share, subject to purchase of at least 101,940 shares other than the
sponsors. Our opinion is not modified in respect of this matter.

Further, we draw attention to Note # 10 (b) to the financial statements which elaborates the outstanding investigation order
initiated by SECP. Our opinion is not modified in respect of this matter.

Key Audit Matters

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

Sr.
No.

Key Audit Matters

How the matters were addressed in
our audit

(i)

New requirements under the Companies Act,2017

As referred to in note 3.1.2.1 to the annexed financial
statements, the third and fourth schedules to the
Companies Act, 2017 became applicable for the first
time for the preparation of the Company's annual
financial statements for the year ended June 30, 2018.

The companies Act, 2017 (including third and fourth
schedules) forms an integral part of the statutory financial
reporting framework as applicable to the Company and
amongst others, prescribes the nature and content of
disclosures in relation to various elements of the financial
statements.

As part of this transition to the requirements of the said
third and fourth schedules, the management performed a
gap analysis to identify differences between the previous
reporting framework and the current reporting framework
and as a result assessed the in the Company's financial
statements.

We consider it as a key audit matter in view of the
extensive impacts in the financial
statements due to the Companies Act,
2017.

Our audit procedures included the followings:

Considering the management's process to identify the
necessary amendments required in the Company's financial
statements.

Evaluating the results of management's analysis and key
decisions in respect of the transaction, using our knowledge
ofthe relevant requirements of the third and fourth schedules
to the Companies Act, 2017 and our understanding of the

Company's operations and business.

Assessing the adequacy and appropriateness of the additional
disclosures and changes to the previous disclosures made in
the annexed financial statements based on the new
requirements.

Completion of disclosure checklists issued by regulatory /
professional bodies

(i)

Valuation of Stock in trade

Inventories amount to Rs. 79,696,742 as at the reporting
date, being 32% of the Total Assets of the Company. The
valuation of finished goods at cost has different
components, which includes judgment in relation to the
allocation of material, labour and overheads which are
incurred in bringing the inventory to its present location
and condition. Judgment has also been applied by
management in determining the NRV of Work in process
and Finished Goods based on percentage of completion
of'stock items.

The estimates and judgements applied by management
are influenced by the amount of direct costs incurred
historically, and historically realized sales prices.

The significance of the balance coupled with the
judgment involved has resulted in the Valuation of
Inventories being identified as a Key Audit Matter.

To validate the valuation of inventories, we assessed
historical costs recorded in the inventory valuation;
testing on a sample basis with purchase invoices.
We tested the reasonability of assumptions applied
by the management in allocating direct material,
direct labour and overhead costs to inventories.
We have reviewed the basis applied by the management
for inventory provisions, the consistency of
provisioning in line with policy and the rationale for
the recording of specific provisions. We also assessed
management's determination of percentage of
completion of inventories and the net realizable value of
inventories thereon performing tests on the subsequent
sales prices by the Company for similar or comparable
items of inventories.
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Information Other than the Financial Statements and Auditor's Report Thereon

Management is responsible for the other information. The other information comprises the information included in the
annual report, 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 concluded 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.

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

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

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

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

e  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
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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 precludes public disclosure about the matter or when, in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse consequences of doing so would reasonably be expected to outweigh the
public interest benefits of such communication.

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

a) proper books of account have been kept by the Company as required by the Companies Act, 2017 (XIX 0f2017);

b) Except for the matter disclosed in the Basis for Qualified Opinion, the statement of financial position, the statement of profit or loss
and 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 0of 2017) and are in agreement with the books of account
and returns;

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

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

The engagement partner on the audit resulting in this independent auditor's report is Nawaz Khan, FCA.

Lahore,
Dated: October02,2018 Qadeer and Company,
Chartered Accountants
NAWAZ KHAN,FCA
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CHIEF EXECUTIVE

THE CLIMAX ENGINEERING COMPANY LIMITED
STATEMENT OF FINANCIAL POSITION

AS AT JUNE 30, 2018

EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES

Authorized capital
5,000,000 (2017: 5,000,000) ordinary shares of
Rs.10/- each

Issued, subscribed and paid up capital

ACCUMULATED PROFIT
SHAREHOLDERS' EQUITY
NON-CURRENT LIABILITIES

Due to related parties
Deferred liabilities

CURRENT LIABILITIES

Trade and other payables
Provision for taxation
Unclaimed Dividend

CONTINGENCIES AND COMMITMENTS

The annexed notes form an integral part of these financial statements.

NOTE

10

CHIEF FINANCIAL OFFICER
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2018 2017
RUPEES RUPEES
50,000,000 50,000,000
33,120,000 33,120,000
61,864,097 71,102,516
94,984,097 104,222,516
56,897,418 56,944,350
4,443,409 17,122,049
61,340,827 74,066,399
92,170,772 159,362,862
349,249 -
13,535 13,535
92,533,556 159,376,397
248,858,480 337,665,313
DIRECTOR
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THE CLIMAX ENGINEERING COMPANY LIMITED
STATEMENT OF FINANCIAL POSITION
AS AT JUNE 30, 2018

2018 2017
ASSETS NOTE RUPEES RUPEES
NON-CURRENT ASSETS
Property, plant and equipment " 43,670,580 43,858,772
Capital work In progress 12 30,474,515 7,432,415
Long term security deposits 13 1,123,500 1,123,500
75,268,595 52,414,687
CURRENT ASSETS
Stores, spare parts and loose tools 14 253,758 258,216
Stock in trade 15 79,696,742 80,787,687
Trade debts 16 33,307,574 58,555,305
Due from related parties 17 - 649,154
Loans and advances - unsecured 18 6,653,515 18,445,029
Trade deposits and short term prepayments 19 - 74,444
Other receivables 20 53,213,534 111,198,843
Cash and bank balances 21 464,762 15,281,948
173,589,885 285,250,626
248,858,480 337,665,313
The annexed notes form an integral part of these financial statements.
CHIEF EXECUTIVE CHIEF FINANCIAL OFFICER DIRECTOR

29




ANNUAL REPORT 2018

THE CLIMAX ENGINEERING COMPANY LIMITED

STATEMENT OF PROFIT AND LOSS
FOR THE YEAR ENDED JUNE 30, 2018

2018 2017
NOTE RUPEES RUPEES
SALES - net 22 27,939,934 35,457,972
COST OF SALES 23 (29,654,315) (99,264,024)
GROSS (LOSS) (1,714,381) (63,806,052)
OPERATING EXPENSES
Selling and Distribution cost 24 (63,000) (97,250)
Administrative and general expenses 25 (6,321,318) (7,957,992)
(6,384,318) (8,055,242)
OPERATING LOSS (8,098,699) (71,861,294)
Finance cost 26 (20,184) (20,084)
OTHER OPERATING INCOME 27 176,468 134,569,402
PROFIT / (LOSS) BEFORE TAXATION (7,942,415) 62,688,024
TAXATION 28 (703,829) -
PROFIT / (LOSS) FOR THE YEAR (8,646,244) 62,688,024
(LOSS) / EARNINGS PER SHARE - BASIC AND DILUTED 29 (2.61) 18.93
The annexed notes form an integral part of these financial statements.
CHIEF EXECUTIVE CHIEF FINANCIAL OFFICER DIRECTOR
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THE CLIMAX ENGINEERING COMPANY LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2018

PROFIT / (LOSS) FOR THE YEAR

OTHER COMPREHENSIVE INCOME / (LOSS) FOR THE YEAR:

Items that may be subsequently reclassified to profit or loss:

Items that will not be subsequently reclassified to profit or loss:

Remeasurement of staff retirement benefit

TOTAL COMPREHENSIVE INCOME / (LOSS) FOR THE YEAR

The annexed notes form an integral part of these financial statements.

CHIEF EXECUTIVE

CHIEF FINANCIAL OFFICER
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2018 2017
RUPEES RUPEES
(8,646,244) 62,688,024
(592,175) (2,431,936)
(9,238,419) 60,256,088
DIRECTOR
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THE CLIMAX ENGINEERING COMPANY LIMITED

STATEMENT OF CASH FLOW
FOR THE YEAR ENDED JUNE 30, 2018

NOTE
Cash Flow from operating activities:

Cash generated from / (used in) operations 33
Finance cost paid

Tax paid

Gratuity paid during the year

2018
RUPEES

23,144,330
(20,184)
(665,448)
(14,350,852)

2017
RUPEES

(126,095,106
(20,084
(1,321,648
(3,629,128

— = =

Net cash inflow/(outflow) from operating activities

Cash flow from investing activities:

Fixed capital expenditure
Fixed capital Disposal
Capital work in progress
Long term security deposit

Proceeds from sale of property, plant and equipment

Net cash inflow/(outflow) from investing activities

Cash flow from financing activities:

Increase/(decrease) in due to related parties

Net cash inflow/(outflow) from financing activities

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

The annexed notes form an integral part of these financial statements.

CHIEF EXECUTIVE CHIEF FINANCIAL OFFICER
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8,107,846 (131,065,966)
(36,000) (15,000)
- 135,397,631
(23,042,100) (2,575,300)
200,000 -

(22,878,100) 132,807,331
(46,932) (5,662,364)
(46,932) (5,662,364)
(14,817,186) (3,920,999)
15,281,948 19,202,947
464,762 15,281,948
DIRECTOR
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THE CLIMAX ENGINEERING COMPANY LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2018

As at June 30, 2016

Comprehensive income / (loss) for the year
Profit / (loss) for the year
Other comprehensive income / (loss) for the year

Total comprehensive (Loss) / Income for
the year

As at June 30, 2017

Comprehensive income / (loss) for the year
Profit / (loss) for the year
Other comprehensive income / (loss) for the year

Total Comprehensive (loss) / income for
the year

As at June 30, 2018

AMOUNT IN RUPEES

Accumulated (loss) /

The annexed notes form an integral part of these financial statements.

CHIEF EXECUTIVE

Share capital Profit Total
33,120,000 10,846,428 43,966,428
- 62,688,024 62,688,024
- (2,431,936) (2,431,936)
- 60,256,088 60,256,088
33,120,000 71,102,516 104,222,516
- (8,646,244) (8,646,244)
- (592,175) (592,175)
- (9,238,419) (9,238,419)
33,120,000 61,864,097 94,984,097
CHIEF FINANCIAL OFFICER DIRECTOR
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THE CLIMAX ENGINEERING COMPANY LIMITED
NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED JUNE 30, 2018

LEGAL STATUS AND OPERATIONS

The Climax Engineering Company Limited ('the company'), which was established in 1940 as a partnership concern, was incorporated on May 02,
1958 under the Companies Act, 1913, (then the Companies Ordinance, 1984 and now the Companies Act, 2017) as a Private Limited Company. It
was converted into Public Limited Company in June 1970. The Company is listed on the Karachi and Lahore Stock Exchanges, with effect from
January 11, 2016 both stock exchanges merged into Pakistan Stock Exchange. The registered office and factory of the Company is situated at
Climaxabad,G.T. Road, Gujranwala, Pakistan.

The company is pricipally engaged in manufacturing and sale of electric capital goods.
SIGNIFICANT TRANSACTIONS AND EVENTS AFFECTING THE COMPANY’S FINANCIAL POSITION AND PERFORMANCE

The Company's financial position and performance was particularly affected by the following events and transactions during the reporting period:

The Board of Directors in their meeting held on 28th June 2018 approved the decision to apply for Voluntary Delisting of the Company from the

Pakistan Stock Exchange Limited and authorized Mr. Abdul Qayyum, Mr. Imtiaz Hamid and Mr. Usman Ghani Faizi directors of the Company to

purchase shares from all the minority shareholders. Please refer to note # 40 regarding approval by the Pakistan Stock Exchange.

Recovery from Qasim and Company of Rs. 58.2 million against the outstanding balance.

Capital expenditure on construction of new factory building of Rs. 23 million.

SIGNIFICANT ACCOUNTING INFORMATION AND POLICIES

3.1 BASIS OF PREPARATION
3.1.1 STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with the accounting and reporting standards as applicable in Pakistan.
The accounting and reporting standards applicable in Pakistan comprise of:
International Financial Reporting Standards (IFRSs) 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 IFRSs, the provisions of and directives issued

under the Companies Act, 2017 have been followed.

3.1.2 New standards, amendments to approved accounting standards and new interpretations
3.1.21 Amendments to approved accounting standards and interpretations which are effective during the year ended June 30,2018

The third and fourth schedule to the Companies Act, 2017 became applicable to the Company for the first time for the preparation of
these financial statements. The Companies Act, 2017 (including its third and fourth schedule) forms an integral part of the statutory
financial reporting framework applicable to the Company and amongst others, prescribes the nature and content of disclosures in relation
to various elements of the financial statements. Additional disclosures include but are not limited to, (a) particulars of immovable assets
of the Company (b) disclosure of last three years comparison of tax provision in the financial statements etc.

However, there was no change in the reported amounts of profits and other comprehensive income and the amounts presented in the
statement of financial position due to reclassification.

The other amendments to published standards and interpretations that were mandatory for the Company’s financial year ended June 30,
2018 are;(a) Amendments to IAS 7: Disclosure initiative, (b) Amendments to IAS 12:Recongnition of Deferred tax assets for Unrealized
losses, and (c) Amendment to IFRS 12: Annual Improvements to IFRS Standards 201-2016 Cycle. These are considered not to be
relevant or to have any significant effect on the Company’s financial reporting and therefore not disclosed in these financial statements.

3.1.2.2 NEW STANDARDS, AMENDMENTS TO APPROVED ACCOUNTING STANDARDS AND INTERPRETATIONS THAT ARE
EFFECTIVE FOR THE COMPANY’S ACCOUNTING PERIODS BEGINNING ON OR AFTER JULY 1, 2018

Effective date (annual reporting
periods beginning on or after)

IAS 19 Employee benefits (Amendments) 1-Jan-19
IAS 28 Investment in Associates and Joint Ventures (Amendments) 1-Jan-19
IAS 40 Investment property (Amendments) 1-Jan-19
IFRS 2 Share-based Payment (Amendments) 1-Jan-19
IFRS 4 Insurance contracts (Amendments) 1-Jan-19
IFRS 9 Financial Instruments 1-Jan-19
IFRS 15 Revenue from Contracts with Customers 1-Jan-19
IFRS 16 Leases 1-Jan-19
IFRIC 22 Foreign Currency Transactions and Advance Consideration 1-Jan-19
IFRIC 23 Uncertainty Over Income Tax 1-Jan-19

The management anticipates that the adoption of the above standards, amendments and interpretations in future periods, will have no
material impact on the financial statements other than the impact on presentation/disclosures. The management is in the process of
assessing the impact of changes laid down by the IFRS 9, 15 and 16 on its financial statements.

Further, the following new standards and interpretations have been issued by the International Accounting Standards Board (IASB),
which are yet to be notified by the Securities and Exchange Commission of Pakistan (SECP), for the purpose of their applicability in
Pakistan:
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3.2

3.3

3.4

3.5

3.6

3.7

a)

Further, the following new standards and interpretations have been issued by the International Accounting Standards Board (IASB),
which are yet to be notified by the Securities and Exchange Commission of Pakistan (SECP), for the purpose of their applicability in
Pakistan:

IFRS 1 First-time Adoption of International Financial Reporting Standards
IFRS 14 Regulatory Deferral Accounts

IFRS 17 Insurance Contracts

The following interpretations issued by the IASB have been waived of by SECP:
IFRIC 4 Determining whether an arrangement contains lease

IFRIC 12 Service concession arrangements

Basis of measurement

These financial statements have been prepared under the historical cost convention except for certain financial instruments at fair value.
In these financial statements, except for the amounts reflected in the cash flow statement, all transactions have been accounted for on
accrual basis.

Functional and Presentation Currency
These financial statements are presented in Pak Rupees, which is Company's functional and presentation currency.
Basis of going concern

Company's sales during the year decreased to Rs. 27,939,934/- which is 21.20% below as compared to prior year ended June 30, 2017.
At this sales level, company incurred a gross loss of Rs. 1.714 million and a loss for the year of Rs. 8.646 million. The decrease in sales
is due to lesser sales orders because the Company faces severe competition in transformer market.

Adverse operating results creates financial crisis for the Company. However, this situation is further aggravated by the following other
circumstances;

Company also faces difficulty in recovering outstanding balances from some of its local market customers. Through
effective follow up procedures, Company has recovered a significant portion from its customers and hopefull to recover
the remaining balances.

Company's stocks stand at Rs. 79.696 million which were manufactured and maintained at this level in prior years due to
expectation of future favorable market, remain in high ranking in the market and avoid downsizing of its experienced
labor. During the last many years, Company could not materialize these stocks into cash and continuously incurring its
handling costs. However, Company is actively locating reliable prospective buyers and hopeful to materialize these
stocks into cash.

In February 2012, Company through extra ordinary general meeting approved a restructing plan by disposing off its extra
land and set up a new factory. The realizations from these disposal were also delayed from Qasim and Company and on
June 30, 2018 Rs. 25 million is still outstanding. However, during the year progress is made in recovery. Delay in receipts
from Qasim and company creates an obstacle in setting up new factory on time.

In view of the above operating and financial difficulties, although material uncertainty exists which may cast significant 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, however, management is strongly committed to maintaining the going concern status of the Company.
Management is confident that these financial and operating crisis are temporary and would reverse in the near future. However, these
financial statements have been prepared on the assumption that the Company will continue as a going concern.

Foreign currency transactions and translation

Foreign currency transactions are translated into Pak Rupees at exchange rates prevailing on the date of transaction. Assets and
liabilities in foreign currencies are translated at the rates of exchange prevailing at the Statement of Financial Position date. Exchange
gains and losses are charged to income for the year (if any).

Staff retirement benefits

The company operates an unfunded gratuity scheme covering all permanent employees eligible for the benefit. Provision is made

annually to cover obligation under the scheme. The most recent actuarial valuation of the scheme was carried out as at June 30, 2018.
The actuary used the Projected Unit Credit (PUC) Actuarial Cost Method relying on the following significant assumptions:

2018 2017
Discount rate 7.50% 7.75%
Annual incremental rate 5.25% 6.75%
Average remaining working life time of employee 3 Years 3 Years
Actuarial valuation method Projected unit credit method

Tangible fixed assets and depreciation
Owned

Property, plant and equipment except freehold land are stated at cost less accumulated depreciation and accumulated impairment losses
(if any); however, land is stated at cost only. Cost in relation to certain property, plant and equipment signifies historical cost, applicable
exchange differences on foreign currency loans and directly attributable cost of bringing the asset to working condition. Borrowing cost
pertaining to the construction / erection period is also capitalized as part of historical cost.

Residual value and the useful life of assets are reviewed at least at each financial year end and adjusted if impact on depreciation is
significant.

Subsequent costs are included in the asset's carrying amount or recognized as a separate asset, as appropriate, only when it will be
probable that future economic benefits associated with the item will flow to the company and the cost of the item can be measured
reliably. All other repair and maintenance cost are charged to profit and loss account during the year in which they are incurred.
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b)  Capital Work In Progress

Capital work in progress is stated at cost less identified impairment loss, if any, and includes the expenditures on material, labour and
appropriate overheads directly relating to the construction, erection or installation of an item of property, plant and equipment. These
costs are transferred to property, plant and equipment as and when related items become available for intended use.

c) Assets Subject to Finance Lease

These are stated at the lower of present value of minimum lease payments under the lease agreement and the fair value of assets
acquired on lease. Aggregate amount of obligation relating to assets subject to finance lease is accounted for at net present value of
liabilities. Assets so acquired are depreciated over their respective useful life of the assets on reducing balance method using the same
rate as of owned assets. Depreciation of leased assets is charged to current year's income.

d) Depreciation

Depreciation on property, plant and equipment is charged to profit and loss account applying the reducing balance method so as to write
off the cost/depreciable amount of the assets over their estimated useful lives at the rates specified in note 11. The company charges the
depreciation on additions from the date when the asset is available for use and on deletion up to the date when the asset is derecognized.
The residual values, depreciation methods and useful lives are reviewed by the management, at each financial year-end and adjusted if
impact on depreciation is significant.

e) De-recognition

An item of property, plant and equipment is de-recognized upon disposal or when no future economic benefits are expected from its use
or disposal. Any gain or loss arising on de-recognition of the asset is included in the profit and loss account in the year the asset is de-
recognized, except that the related surplus on revaluation of fixed assets ( net of differed tax) is transferred directly to un-appropriated
Profit.

3.8  Taxation
a) Current

Provision for current taxation is based on taxable income at the current rates of taxation after taking into account tax credits and rebates
available, if any, under the provision of Income Tax Ordinance, 2001.

b) Deferred

The company accounts for deferred taxation, using the balance Sheet liability method on all temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes. The amount of deferred tax provided is based on the expected manner
of realization or settlement of the carrying amount of assets and liabilities using tax rates enacted at the balance sheet date. Accordingly
deferred tax liability is recognized and is reduced by the deferred tax asset expected to be realized in due course of time.

Deferred tax assets are recognized only to the extent that it is probable that future taxable profits will be available against which the
assets can be utilized. Deferred tax assets are reduced to the extent that it is no longer probable that the related tax benefit will be
realized.

3.9 Stores and Spares

Usable stores and spares are valued principally at moving average basis, while items considered obsolete are carried at nil value. Items
in transit are valued at cost comprising of invoice value and other incidental charges paid there on.
Provision for obsoelete and slow moving stores and spares is based on management's estimate.

3.10 Stock-in-trade

The stock is valued at lower of cost and estimated net realizable value. The cost of finished goods includes materials at average cost,
direct labor and proportionate production overheads.

The cost of work-in-process includes material at average cost, direct labor and appropriate manufacturing overheads depending upon the
stage of completion.

Cost of materials and components is determined on the basis of first-in-first out while items considered obsolete are carried at Nil value.

Net realizable value signifies the estimated selling price in the ordinary course of business less net of estimated cost of completion and
selling expenses.

3.11 Revenue recognition
Revenue is recognized when it is probable that the economic benefits associated with the transactions will flow to the company and the
amount of revenue can be measured reliably. Consequently, sales are recorded on dispatch of goods. Price adjustments, if any, on
supplies to WAPDA are recognized and included in the sales for the year in which such adjustments are sanctioned by the WAPDA.

3.12 Long term security deposits
These are stated at cost which represents the fair value of consideration given.

3.13 Trade debts
Trade debts originated by the Company are recognized and carried at original invoice amount less an allowance for any uncollectible

amounts. An estimated provision for doubtful debt is made when collection of the full amount is no longer probable. Bad debts are written-
off as incurred.
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3.14 Trade and other payables

Liabilities for trade and other payable are carried at cost which is the fair value of the consideration to be paid in the future for goods and
services received, whether or not billed to the Company.

3.15 Provisions
A provisions is recognized in the balance sheet when the Company has a present legal or constructive obligation as a result of past event,
it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable estimate of
the obligation can be made.

3.16 Cash and cash equivalents

For the purpose of cash flow statement, cash and cash equivalents consist of cash in hand, and bank balances.

3.17 Related party transactions and transfer pricing

Transactions and contracts with related parties are carried out at an arm's length price determined in accordance with comparable
uncontrolled price method.

3.18 Financial instruments

All the financial assets and financial liabilities are recognized when the Company becomes a party to the contractual provisions of the
instrument. Any gain or loss on derecognition of the financial assets and financial liabilities is taken to profit or loss account currently.

3.19 Offsetting of financial assets and financial liabilities
A financial asset and a financial liability is offset and the net amount is reported in the balance sheet if the Company has a legally
enforceable right to set-off the recognized amounts and intends either to settle on a net basis or to realize the asset and settle the liability
simultaneously.

3.20 Impairment
The carrying amounts of the Company’s assets are reviewed at each balance sheet date to identify circumstances indicating occurrence
of impairment loss or reversal of previous impairment losses . If any such indication exists, the recoverable amount of such assets are
estimated and impairment losses or reversal of impairment losses are recognized in the profit and loss account. Reversal of impairment
loss is restricted to the original cost of asset.

3.21 Borrowing cost

All the borrowing cost are recognized as an expense in the period in which these are incurred except to the extent of borrowing costs that
are directly attributable to the acquisition, construction or production of qualifying asset.

3.22 Significant and accounting judgments and estimates
The preparation of financial statements in conformity with approved accounting standards required the use of certain critical accounting
estimates. It also requires management to exercise its judgment in the process of applying the company's accounting policies. Estimates
and judgments are continually(at least at each financial year end) evaluated and are based on historic experience and other factors,

including expectations of future events that are believed to be reasonable under the circumstances. Revisions to the accounting estimates
are recognized in the period in the estimate is recognized and in any future periods effected.

In the process of applying the accounting policies, management has made the following estimates and judgments, which are significant to
the financial statements:

- Recognition of taxation and deferred taxation.

- Determination of the residual values and useful lives of property, plant and equipment.

- Adjustment of inventories to their Net Realizable Value.

- Provision for doubtful debts and bills payable.

- Estimation of liability in respect of staff retirement benefits.
3.23 Contingencies and commitments

Capital commitments and contingencies, unless those are actual liabilities are not incorporated in the financial statements.
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NOTE
4 ISSUED, SUBSCRIBED AND PAID-UP CAPITAL

34,420 (2017: 34,420) ordinary shares of Rs. 10/- each
fully paid in cash

72,260 (2017: 72,260) ordinary shares of Rs. 10/- each
issued for consideration other than cash

3,205,320 (2017: 3,205,320) ordinary shares of Rs. 10/- each
issued as fully paid bonus shares

All ordinary shareholders have same rights regarding voting, board selection, right of first refusal and block voting.

5 DUE TO RELATED PARTIES
Due to related parties 5.01

5.01

2018 2017
RUPEES RUPEES
344,200 344,200
722,600 722,600
32,053,200 32,053,200
33,120,000 33,120,000
56,897,418 56,944,350

This loan has been obtained from spouses and close family members of directors. It is unsecured, interest free and

not payable within next twelve months. The directors and family members hold 37.9 % shareholding in the Company.

6 DEFERRED LIABILITIES

Staff retirement benefits 6.1 4,443,409 17,122,049
Deferred taxation 6.2 - -
4,443,409 17,122,049
6.1  Staff retirement benefits
6.01 Movement during the year in the net liability recognized in the financial statements is as under:
Opening liability 17,122,049 16,775,158
Current service cost 351,234 459,440
Mark up cost for the year 728,803 1,084,643
Remeasurement 592,175 2,431,936
Charge for the year 1,672,212 3,976,019
18,794,261 20,751,177
Less: Paid during the year 14,350,852 3,629,128
4,443,409 17,122,049
6.02 The amount recognized in balance sheet is as follows:
Present value of defined benefit obligation 4,443,409 17,122,049
Total balance sheet liability 4,443,409 17,122,049
6.03 Expense recognized in the profit and loss account is:
Current service cost 728,803 459,440
Interest cost 351,234 1,084,643
1,080,037 1,544,083
6.04 Historical information for gratuity:
2018 2017 2016 2015 2014 2013
AMOUNT IN RUPEES
Present value of defined benefit 4,443,409 17,122,049 16,775,158 20,562,229 29,689,041
obligation
Experience adjustment arising on
plan liabilities (592,175)  (2,431,936)  (649,449) 767,240 6,029,794
2018 2017
RUPEES RUPEES
6.2 Deferred Taxation
Deferred tax Credit / (Debit) arising in respect of temporary taxable / (deductible) differences due to:
Accelerated tax depreciation 156,189 170,300
Staff retirement benefits (156,189)

(170,300)

Deferred tax asset of Rs. 21 million (2017: Rs. 67 million) has not been accounted for due to uncertainty of future taxable profits.
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2018 2017
7 TRADE AND OTHER PAYABLES NOTE RUPEES RUPEES

Trade creditors 336,063 1,373,054
Accrued liabilities 3,702,709 8,799,314
Bills payable-Local 18,620,911 63,527,623
Due to Directors 7.01 56,121,447 55,164,991
Due to Associated undertakings 7.02 5,834,941 5,834,941
Advances from customers 6,373,283 23,320,765
Sales tax Payable 1,011,471 1,011,471
Others payables 7.03 169,947 330,703

92,170,772 159,362,862

7.01 Due to Directors
This loan has been obtained from Directors of the Company, and is interest free. There is neither fixed nor defined
schedule for repayment of this loan. According to the loan agreement, the lenders shall not demand repayment and
the same is entirely at the Company's option. The Company may repay the loan in cash or may issue shares in lieu of
the outstanding amount in form of right shares or otherwise subject to approval as required under the Companies Act,
2017. These directors hold 19.195 % ordinary shares in the Company.

Relationship with 2018 2017
the Company RUPEES RUPEES
7.02 Due to associated undertakings
Hamid Imtiaz (Private) Limited. 2.622 % shareholding 1,933,098 1,933,098
National Products (Private) Limited. 0.0845 % shareholding 3,863,843 3,863,843
Faizi Industries (Private) Limited. Common director 35,369 35,369
Faizi Industries Gujranwala Common director 2,631 2,631
5,834,941 5,834,941

These relates to normal business transactions of the Company.

7.03 Other payables
Employees group insurance claim 16,000 116,000
Income tax - deducted at source 61,769 97,313
Canteen expense payable 4,807 4,807
Unpaid salaries and wages 87,371 87,371
15% Flood Surcharges - 25,212
169,947 330,703
8 PROVISION FOR TAXATION
Current taxation 349,249 -
9 UNCLAIMED DIVIDEND
Unclaimed 13,535 13,535

10 CONTINGENCIES AND COMMITMENTS

a) Custom Duty amounting to Rs. 29.362 million for the year 1999 is disputed and case is pending in the honorable Lahore High Court. The
management of the Company is hopeful to get the decision made in favor of the Company.

b)  Company received an order of investigation under section 263 of the Companies Ordinance 1984 from Enforcement Department of SECP
regarding sale of its lands from 2004 to 2012 dated January 31, 2013. In order, the inspectors were authorized to conduct complete and
effective investigation on all aspects of the Company including sale processes of land measuring 354 kanals. However, till date company
had not received any further order from SECP; and management is hopeful to receive the order in favour of the Company.

c) There are no other significant contingencies and commitments as at balance sheet date.
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2018 2017
12 CAPITAL WORK IN PROGRESS NOTE RUPEES RUPEES
The following is a statement of capital work in progress
Factory Building
As at 1st July 7,432,415 4,857,115
Add:  Capital expenditure incurred during the year 23,042,100 2,575,300
As at 30 June 30,474,515 7,432,415

As per the resolution passed in extra ordinary general meeting on Wednesday February 22, 2012. The company is in the process of
constructing factory building at Sialkot Road Gujranwala and after construction of building the company will be shifted at new place

accordingly.
2018 2017
NOTE RUPEES RUPEES
13 LONG TERM SECURITY DEPOSITS
Non interest bearing:
Statutory authorities 963,020 963,020
Office building 84,000 84,000
Telephone and others 76,480 76,480
1,123,500 1,123,500
14 STORES, SPARE PARTS AND LOOSE TOOLS
Stores, spare parts and loose tools 253,758 258,216
14.01 No identifiable stores and spares are held for specific capitalization.
15 STOCK-IN-TRADE
Raw material and components 16,152,543 16,268,759
Work in process 58,591,047 55,416,343
Finished goods 4,953,152 9,102,585
79,696,742 80,787,687
15.01 No stock in trade has been pledged with any institution / party.
16 TRADE DEBTS
Unsecured but considered good
Local 33,307,574 58,555,305
Less: Provision for doubtful debts 16.01 - -
33,307,574 58,555,305
16.01 Provision for doubtful debt
Opening - 41,399,081
Write off during the year - (41,399,081)
Closing - -
17 DUE FROM RELATED PARTIES
Due from related parties - 649,154

The balances were due from related parties and is unsecured. Related parties comprise of "Majid Munir (Pvt.) Limited, Faizi Brothers and
Climax Foundation" the associated concerns of the company.
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2018 2017
NOTE RUPEES RUPEES
18 LOANS AND ADVANCES-UNSECURED
Considered good:
Advances to suppliers - non interest bearing 6,346,496 17,908,010
Amount due from employees - non interest bearing 307,019 537,019
6,653,515 18,445,029
19 TRADE DEPOSITS AND SHORT TERM PREPAYMENTS-
CONSIDERED GOOD
Letters of guarantee-margin deposits - 74,444
20 OTHER RECEIVABLES
Balances with statutory authorities
- Sales tax refundable - net 7,766,541 7,686,129
- Custom duty 7,059,171 7,138,469
Advance income tax 11,233,951 10,923,083
Receivable against sale of land 20.01 27,126,678 85,381,970
Others 27,193 69,192
53,213,534 111,198,843
20.01 This represents balance amount receivable from Qasim and Company against sale of land and is considered good

and non interest bearing.

21 CASH AND BANK BALANCES

Cash in hand 367,679 526,358
Cash at bank
- In current accounts 97,083 14,755,590
464,762 15,281,948
22 SALES -NET
Sales 33,662,571 42,720,448
Less: Sales tax (5,722,637) (7,262,476)
27,939,934 35,457,972
23 COST OF SALES
Raw material consumed 23.01 14,903,361 28,723,922
Salaries, wages and other benefits 23.02 11,842,266 11,829,934
Fuel and power 1,831,309 2,196,732
Repair and maintenance 8,800 8,200
Depreciation 11.3 93,850 104,278
28,679,586 42,863,066
Work-in-process
Opening work in process 55,416,343 110,696,544
Closing work in process before write-down (58,591,047) (105,613,043)
Write-down of slow moving stock 23.03 - 50,196,700
Closing work in process (58,591,047) (55,416,343)
Cost of goods manufactured 25,504,882 98,143,267
Finished goods
Opening ‘ 9,102,585 ‘ | 10,223,342 ‘
Closing (4,953,152) (9,102,585)
4,149,433 1,120,757
29,654,315 99,264,024
23.01 Raw material consumed
Opening stock 16,526,975 13,189,649
Material purchased 14,782,687 32,061,249
31,309,662 45,250,898
Closing stock (16,406,301) (16,526,975)
14,903,361 28,723,923
23.02 Salaries wages and other benefits include provision for gratuity for the year Rs. 792,027 (2017: Rs. 1,132,328).
23.03 This includes write down of work in process of transformers .the write down of stock to estimated NRV is due to change in design and

technology and resultantly the Company could not sold such stock after being held for many years.
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2018 2017
NOTE RUPEES RUPEES
24 SELLING AND DISTRIBUTION COST

Packing and forwarding - 15,000
Advertisement 63,000 82,250
63,000 97,250

25 ADMINISTRATIVE AND GENERAL EXPENSES
Directors' remuneration and fee 1,456,920 1,427,169
Salaries, wages and other benefits 25.01 2,966,064 4,447,085
Vehicle running and maintenance 42,498 15,970
Traveling and entertainment 175,440 187,948
Rent, rates and taxes 613,510 581,545
Postage, telegram and telephone 158,398 193,327
Printing and stationery 193,584 188,288
Legal and professional charges 100,211 336,200
Auditors remuneration 25.02 375,000 375,000
Depreciation 11.3 106,810 127,291
Miscellaneous expenses 132,883 78,169
6,321,318 7,957,992

25.01 Salaries wages and other benefits include provision for gratuity for the year Rs. 288,010 (2017: Rs. 411,755).

25.02 Auditors' remuneration

Audit fee 250,000 250,000
Half yearly review 50,000 50,000
Certification charges 50,000 50,000
Reimbursable expenses 25,000 25,000

375,000 375,000

26 FINANCE COST

Bank charges 20,184 20,084
20,184 20,084

27 OTHER OPERATING INCOME

Income from non-financial assets

Gain on sale of fixed assets 176,468 134,569,402
176,468 134,569,402
28 TAXATION
Current tax expense:
for the year 349,249 -
Prior year 354,580
Deferred 6.2 - -
703,829 -

28.01 No numeric tax reconciliation has been given as the company is not liable to pay tax on taxable income due to assessed losses under
the provisions of Income Tax Ordinance, 2001.

28.02 Last three years provisions for current tax and assessments are as follows: Tax provision Assessed tax
Rupees Rupees
Year ended June 30, 2017 Nil 354,580
Year ended June 30, 2016 Nil Nil
Year ended June 30, 2015 Nil Nil
28.03 Income tax return has been filed to the income tax authorities up to tax year 2017 under the provisions of the Income Tax Ordinance,
2001.
29 EARNINGS / (LOSS) PER SHARE
29.01 Basic Earnings/(Loss) per share
Net Profit / (Loss) after tax
Profit / (Loss) attributable to ordinary shareholders Rupees (8,646,244) 62,688,024
Average ordinary shares outstanding Numbers 3,312,000 3,312,000
Earnings/(Loss) per share - basic Rupees (2.61) 18.93

29.02 Diluted Earnings/(Loss) per share

There is no dilution effect on the basic earnings/(loss) per share of the company because the company has no such commitments.
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2018 2017
30 FINANCIAL INSTRUMENTS BY CATEGORY Rupees Rupees

Financial assets as per balance sheet - Loans and receivables

Long term security deposits 1,123,500 1,123,500
Trade debts 33,307,574 58,555,305
Due from related parties - 649,154
Loans and advances - unsecured 6,653,515 18,445,029
Trade deposits and short term prepayments - 74,444
Other receivables 27,153,871 85,451,162
Cash and bank balances 464,762 15,281,948
Financial liabilities as per balance sheet

Due to related parties 56,897,418 56,944,350
Trade and other payables 92,170,772 159,362,862
Unclaimed Dividend 13,535 13,535

30.01 Fair value of financial instruments

The carrying values of the financial assets and financial liabilities approximate their fair values. Fair value is the amount for
which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in an arm's length
transaction.

31 FINANCIAL ASSETS AND LIABILITIES

31.01  Financial risk factors
The Company’s activities expose it to a variety of financial risks: market risk (including currency risk, interest rate risk and
other price risk), credit risk and liquidity risk. The Company’s overall risk management programme focuses on having cost
effective funding as well as to manage financial risk to minimize earnings volatility and provide maximum return to
shareholders.

Risk management is carried out by the Company’s finance department under policies approved by the Board of Directors.

(a) Market risk

(i) 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.

The Company manages its currency risk by close monitoring of currency markets. However, the Company does not hedge
its currency risk exposure.

During the year under report, the company did not enter into foreign currency transactions.

(ii) Interest rate risk
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market interest rates. As the Company has no significant interest-bearing assets, the Company’s income and
operating cash flows are substantially independent of changes in market interest rates.

(iiiy ~ Other price risk
Other price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes
in market prices (other than those arising from currency risk or interest rate 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 equity securities price risk as it has no investment.

(b)  Creditrisk
Credit risk represents the risk of financial loss being caused if counter parties fail to discharge an obligation.

Credit risk arises from deposits with banks, trade debts, loans and advances, deposits and other receivables. The
company seeks to minimize the credit risk exposure through having exposures only to customers considered credit worthy
and obtaining securities where applicable. Where considered necessary, advance payments are obtained from certain
parties. The maximum exposure to credit risk is equal to the carrying amount of financial assets.

Geographically, there is no concentration of credit risk.

The maximum exposure to credit risk for loans and receivables at the reporting date by type of goods are:
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(c)

Transformers
Fans
Motors

The aging of loans and receivables at the reporting date was:

Past due 6-12 months
More than one year
More than two years

2018 2017
Rupees Rupees
30,081,441 50,865,323

2,665,757 6,193,664

560,376 1,496,318
33,307,574 58,555,305
12,547,841 26,155,671
10,684,910 22,419,874
10,074,823 10,191,569
33,307,574 58,767,114

The Company monitors the credit quality of its financial assets with reference to historical performance of such assets and
available external credit ratings. The carrying values of financial assets which are neither past due nor impaired are as

under:

Long term deposits
Trade debts

Due from related parties
Loans and advances
Trade deposits

Other receivables

Bank balances

2018 2017

Rupees Rupees
1,123,500 1,123,500
33,307,574 58,555,305
- 649,154
307,019 537,020
- 74,444
27,153,871 85,451,162
97,083 14,755,590
61,989,047 161,146,174

The credit quality of receivables can be assessed with reference to their historical performance with no or some defaults in
recent history, however, no losses. The credit quality of Company’s bank balances can be assessed with reference to

external credit ratings as follows:

Bank Name

Askari Bank Limited

Bank Al-Falah Limited

Habib Metropolitan Bank Limited
United Bank Limited

Habib Bank Limited

The Bank of Punjab

MCB Bank Limited

Allied Bank Limited

Bank of Khyber

Liquidity risk

Rating Rating
agency Short term Long term
PACRA A-1+ AA+
PACRA A-1+ AA+
PACRA A-1+ AA+
JCR-VIS A-1+ AAA
JCR-VIS A-1+ AAA
PACRA A-1+ AA
PACRA A-1+ AAA
PACRA A-1+ AAA
PACRA A-1 A

Liquidity risk represents the risk that the Company will encounter difficulties in meeting obligations associated with financial
liabilities. Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of
funding through an adequate amount of committed credit facilities.

The table below analyses how management monitors net liquidity based on details of the remaining contractual maturities
of financial assets and liabilities. The amounts disclosed in the table are the contractual undiscounted cash flows.
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AMOUNT IN RUPEES

Interest / mark up bearing Non interest bearing
Maturity Maturity Maturity Maturity
2018 up to one after one Sub-total up to one after one Sub-total Total
year year year year
FINANCIAL ASSETS
Long-term security deposit - - 1,123,500 1,123,500 1,123,500
Trade debts - - - 33,307,574 33,307,574 33,307,574
Due from related parties - - - - - -
Loans and advances - - - 6,653,515 6,653,515 6,653,515
Trade deposits and short term
prepayments - - - - - -

Other receivables - - - 27,193 27,193 27,193
Cash and bank balances - - - 464,762 464,762 464,762

- - - 40,453,044 1,123,500 41,576,544 41,576,544
FINANCIAL LIABILITIES
Due to related parties - - - - 56,897,418 56,897,418 56,897,418
Trade and other payables - - - 92,170,772 - 92,170,772 92,170,772
Unclaimed dividend - - - 13,535 - 13,535 13,535

- - - 92,184,307 56,897,418 149,081,725 149,081,725
Net Liquidity - - - (51,731,263)  (55,773,918) (107,505,181) (107,505,181)

Maturity Maturity Maturity Maturity
2017 up to one after one Sub-total up to one after one Sub-total Total
year year year year
FINANCIAL ASSETS
Long-term security deposit - - - - 1,123,500 1,123,500 1,123,500
Trade debts - - - 60,530,580 - 60,530,580 60,530,580
Due from related parties - - - 649,154 - 649,154 649,154
Loans and advances - - - 15,541,257 - 15,541,257 15,541,257
Trade deposits and short term -
prepayments - - - 74,444 - 74,444 74,444

Other receivables - - - 69,192 - 69,192 69,192
Cash and bank balances - - - 19,202,947 - 19,202,947 19,202,947

- - - 96,067,574 1,123,500 97,191,074 97,191,074
FINANCIAL LIABILITIES
Due to related parties - - - 62,606,714 62,606,714 62,606,714
Trade and other payables - - - 159,362,862 - 159,362,862 159,362,862
Unclaimed dividend - - - 13,535 - 13,535 13,535

- - - 159,376,397 62,606,714 221,983,111 221,983,111
Net Liquidity - - - (63,308,823) (61,483,214) (124,792,037) (124,792,037)

31.02 Capital risk management

The Company’s objectives when managing capital are to safeguard the 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 is not subject to any externally imposed Capital requirements.

The Company manages its capital structure and makes adjustment to it in the light of changes in economic conditions. To maintain or
adjust the capital structure, the Company may adjust the dividend payment to shareholders or issue new shares.

During the year, the Company was totally financed by equity and sponsors loans.
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32 REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES

CHIEF EXECUTIVE DIRECTORS
2018 2017 2018 2017
RUPEES RUPEES RUPEES RUPEES

Remuneration 210,000 210,000 718,871 718,871
House rent and utilities 94,500 94,500 323,492 323,492
Medical Expenses 10,500 10,500 35,403 35,403
Utilities 9,600 9,600 24,803 24,803

324,600 324,600 1,102,569 1,102,569
Number of persons 1 1 6 6

32.01 The Chief Executive is also provided with free use of company's maintained car and reimbursement of residential telephone expenses.

2018 2017
33 CASH GENERATED FROM / (USED IN) OPERATIONS RUPEES RUPEES
Cash flow from operating activities:
Profit / (Loss) before taxation (7,942,415) 62,688,024
Adjustment for non cash charges and other items:
Depreciation 200,660 231,568
Gain on sale of fixed assets (176,468) (134,569,402)
Finance cost 20,184 20,084
Provision for staff retirement benefits 1,080,037 1,544,083
1,124,413 (132,773,667)
Cash flow before working capital changes (6,818,002) (70,085,643)
(Increase)/decrease in current assets:
Stores, spares and loose tools 4,458 1,226,679
Stocks in trade 1,090,945 51,836,953
Trade debts 25,247,731 1,975,275
Loans and advances 11,791,514 (2,903,772)
Due from related parties 649,154 -
Trade deposits and short term prepayments 74,444 -
Other receivables 58,296,177 (85,386,229)
97,154,423 (33,251,094)
Increase/(decrease) in current liabilities:
Trade and other payables (67,192,091) (22,758,369)
Cash generated from/(used in) operations 23,144,330 (126,095,106)

34 RELATED PARTY TRANSACTIONS

Related parties comprise of associated companies, directors of the company, key management personnel and close members of the
families of the directors and key management personnel. Amounts due to related parties are shown in the relevant notes to the financial
statements and are carried out at mutual agreed terms. Transactions with related parties and associated undertakings are as follows:

Nature of Transactions 2018 2017
Loan received from Directors RUPEES RUPEES
CH. USMAN GHANI FAIZI 230,100 230,100
CH.ABDUL SALAM 230,100 230,100
CH.IMTIAZ HAMEED. 27,692 (65,055)
CH.MEHMOOD GHANI FAIZI. 230,100 230,100
CH.ZIA UL HAMEED (late) (124,016) (20,522)
CH. MAA. QAYYUM 114,560 94,188
CH. M. IQBAL NAZIR 247,920 247,920
956,456 946,831
Loan received from related parties
CH. M.A. HAMEED (late) (46,932) (238,777)
909,524 708,054
2018 2017
RUPEES RUPEES

35 NUMBER OF EMPLOYEES
Average number of employees during the year:

Total employees average 80 85
Factory employees average 67 67

Number of employees as at 30th June:

Total employees 80 81
Factory employees 67 67
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36 ACCOUNTING ESTIMATES AND JUDGMENT

Income taxes:

The company takes into account the current income tax law and decisions taken by the appellate authorities. Instances where the company's view
differs from the view taken by the income tax departments at the assessment stage and where the company considers that its view on items of
material nature is in accordance with law, the amounts are shown as contingent liabilities. Furthermore, the company may be able to avail the
benefit of the payment of turnover tax and / or taxable losses, provided sufficient taxable profits are available in next years when these credits can
be utilized.

Property, plant and equipment:

The company reviews the value of assets for possible impairment on an annual basis. Any changes in the estimates in future years might affect
the carrying amounts of the respective items of property, plant and equipment with a corresponding affect on the depreciation charge and
impairment.

Staff retirement benefit - gratuity:

Certain actuarial assumptions have been adopted as disclosed in the financial statements for valuation of present value of defined benefit
obligation. Any changes in these assumptions in future year might affect unrecognized gains and losses in those years.

Stock in trade and stores, spare parts and loose tools:

The Company reviews the net realizable value of stock in trade and stores and spares to assess any diminution in the respective carrying values.
Net realizable value is determined with reference to estimated selling price less estimated expenditures to make sales.

37 CAPACITY AND PRODUCTION

Plant Capacity Actual Production
2018 2017 2018 2017

MAIN ITEMS NUMBERS NUMBERS
Transformers 15,000 15,000 68 88
Electric Fans 100,000 100,000 102 1,382
Electric Motors 20,000 20,000 2 58
Electric Meters 200,000 200,000 - -
Pumps and Turbines 3,500 3,500 - -
Air conditioners 5,250 5,250 - -

The capacity is expressed in numbers regardless of the wide range of ratings and various types of the products particularly; power transformers
(13 KVA to 4500 KVA), welding transformers, current / voltage transformers, electric motors (1/2 HP to 80 HP), electric fans and pumps (various
sizes and descriptions). However, the under utilization of capacity is due to:

i) Change in the pattern of orders from higher to lower Kilo Volt ampere transformers.

ii)) Severe competition in the market of electric fans, motors and electric meters.
38 OPERATING SEGMENT
These financial statements have been prepared on the basis of a single reportable segment.

38.01 Revenue from sale of transformers represents 91% (2017: 90 %) of the total revenue of the company. However, costs can not be
allocated to segments on consistent basis due to the nature of operation of the Company.

38.02 100 % (2017: 100%) of the gross sales of the Company are made to customers located in Pakistan.
38.03 All non current assets of the Company as at 30 June, 2018 are located in Pakistan.
38.04 None of the customers of the Company accounts for more than 10% of the gross sales of the Company for the year.
39 GENERAL
- Figures have been rounded off to the nearest of Pakistani rupees.

- Corresponding figures have been re-arranged wherever necessary for the purpose of comparison.
40 POST STATEMENT OF FINANCIAL POSITION DATE EVENTS

The Company on September 17, 2018, got approval from Voluntary Delisting Committee of the Pakistan Stock Exchange to purchase the
ordinary shares at a minimum buy back price of Rs. 100/- per share, subject to purchase of at least 101,940 ordinary shares out of the total
407,760 ordinary shares outstanding with shareholders other than the sponsors, to qualify for delisting. For this proposal to be accepted by the
directors and sponsors, board of directors meeting is scheduled on October 05, 2018; and shareholders' meeting is expected to be held on
October 27, 2018 subject to approval of Pakistan Stock Exchange.

The Company on September 17, 2018, got approval from Voluntary Delisting Committee of the Pakistan Stock Exchange to purchase the
ordinary shares at a minimum buy back price of Rs. 100/- per share, subject to purchase of at least 101,940 ordinary shares out of the total
407,760 ordinary shares outstanding with shareholders other than the sponsors, to qualify for delisting. For this proposal to be accepted by the
directors and sponsors, board of directors meeting is scheduled on October 05, 2018; and shareholders' meeting is expected to be held on
October 27, 2018 subject to approval of Pakistan Stock Exchange.

41 DATE OF AUTHORIZATION

These financial statements were authorized for issue on October 02, 2018 by the Board of Directors of the Company in their meeting.

CHIEF EXECUTIVE CHIEF FINANCIAL OFFICER DIRECTOR
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FORM OF PROXY

The Secretary,
THE CLIMAX ENGINEERING CO. LTD.,

Climaxabad, G.T. Road, Gujranwala

PP
Of e ———————- the district of...........cccvveeeeee.
being a member of THE CLIMAX ENGINEERING COMPANY and holder of
........................................................................................................ Ordinary Shares as per
Registered Folio NO. ..o e hereby appoint
SO
o ) R EEPPUSUR
I ettt e e e e et eeeeeetaaeeeeee—aeeeeeetaeeeeeeaaaeaeeetaaaeeeraas
(o) F OO PPPORRPPPRIN who is also a
member of THE CLIMAX ENGINEERING COMPANY LIMITED vide registered Folio No.
................................................. as my/our proxy to vote for and on my/our behalf at the 60t

Annual General Meeting of the Company to be held at the Registered Office

Climaxabad, G. T. Road, Gujarnawala on 27" October, 2018 at 8:30 A.M and at any
adjournment thereof.

Affix
Re. 5

Witness
Revenue Stamp

(Signature should agree
with specimen signature

registered with the Company
Date :

Note: A member entitled to attend and vote at the meeting may appoint another member as
his / her proxy to attend and vote instead of him / her at the meeting. Proxies, on this form
or on plain paper duly stamped, must be deposited at the Company’s Registered Office not
less than forty eight hours before the time of holding the meeting.
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