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For the quarter and six months period ended June 30, 2018

The Directors are pleased {o present their review along with the condensad interim financial siatements of
the Company for the six months ended June 30, 2018.

Financial Performance

First half of the year was impacted due to political uncertainty affecting consumer demand. Macro-
economic challenges, the widening current account deficit and declining exchange foreign reserves, led the
government to increase custom duties while the State Bank of Pakistan let PKR depreciate against major
currencies, leading to devaluation of 18% since December 2017. As a result input prices increased for the
business.

Despite these challenges, the company has continued its focus on customers and new business
development. As a result turnover for the first haif of 2018 grew by 6% as compared to same period last
year. Price increases were announced on most products. However margins still remained under pressure.
To manage profitability, the company took several cost saving initiatives, with manufacturing, selling and
administrative expenses increasing by only 4% as compared to same period last year. Government
extended the super tax charge this year and also announced to continue this for the next three years. This
resulted in a tax expense of PKR 32m for the last year and a current year charge. Profit after tax at
PKR 253m and EPS at PKR 5.46 were 14% lower than the same period last year.

PKR million
Quarter Increase Six months Increase

ended June 30, (Decrease) ended June 30, (Decrease)

2018 2017 % 2018 2017 %
Turnover 2,358 2,169 9 4,683 4,405 6
Net Sales Income 1,571 1,457 ] 3,128 2,927 7
Gross Profit 551 581 (5) 1,138 1,170 (3)
Operating Resuits 151 204 (26) 366 429 (15)
Profit Before Tax 171 214 (20) 403 453 (1
Profit After Tax G0 126 (29) 2583 295 (14)
Eamnings Fer Share - Rs 1.84 2.72 (29) 5.46 6.36 (14)

The company contributed PKR 315m and PKR 598m to the national exchequer through taxes, duties and
other levies during Q2 2018 and H1 2018 respectively.

Business Performance

Pakistan’s highly competitive paint market remained under pressure due to slowdown in economic activity.
The Company launched various promotional schemes to strengthen brand awareness. Sales to the tractor
industry continued its healthy trend, on the back of higher demand and the company was also able io ramp
up sales to a packaging coaiings cusiomer. Sales of protective coatings slowed down due io lower
spending on infrastructure projecis.

Future Outlook

The macroeconomic outlook for the economy appears io be bleak, with twin deficiis in the fiscal and curent
accounts going unchecked. A new government is taking office in August and is expected o take remedial
measures {0 address these challenges. Howsver new policy measures will take time o iranslate inio
resulis. It is expecied that GDF growth will slow down this calendar vear and that inflation may be higher
ihan expecitad.

Despite strong headwinds due o macro-economic conditions, the Company plans io remain focused on
strengthening relationships with existing customers and suppliers, whilst exploring opportunities for both

organic and inorganic growih. j /
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INDEPENDENT AUDITOR’S REVIEW REPORT

TO THE MEMBERS OF AKZO NOBEL PAKISTAN LIMITED
REPORT ON REVIEW OF INTERIM FINANCIAL STATEMENTS

Introduction

We have reviewed the accompanying condensed interim statement of financial position of Akzo Nobel Pakistan
Limited as at June 30, 2018 and the related condensed interim statement of profit or loss and other comprehensive
income, condensed interim statement of changes in equity, and condensed interim statement of cash flows, and
notes to the condensed interim financial statements for the six month period then ended (here-in-after referred to
as the “interim financial statements”). Management is responsible for the preparation and presentation of these
interim financial statements in accordance with the accounting and reporting standards as applicable in Pakistan for
interim financial reporting. Our responsibility is to express a conclusion on these interim financial statements based
on our review. The figures of the condensed interim statement of profit or loss and other comprehensive income
for the three month period ended June 30, 2018 and June 30, 2017 have not been reviewed, as we are required
to review only the cumulative figures for the six month period then ended June 30, 2018.

Scope of Review

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

Conclusion

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

The engagement partner on the review resulting in this independent auditor’s report is Hammad Ali Ahmad.

»A/ng\w&»‘

Chartered Accountants
Lahore
Dated: August 30, 2018

A. F. FERGUSON & CO., Chartered Accountants, a member firm of the PwC network
23-C, Aziz Avenue, Canal Bank, Gulberg-V, P.O.Box 39, Lahore-54660, Pakistan
Tel: +92 (42) 3571 5868-71 / 3577 5747-50 Fax: +92 (42) 3577 5754 www.pwe.com/pk

“KARACH! sLAHORE = ISLAMABAD



AKZO NOBEL PAKISTAN LIMITED
CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION (UN-AUDITED)
AS AT JUNE 30, 2018

June 30, Decamber 31,
2018 2017
(Un-audifed) {Audited)
Mote meeeemeee {211 BEES in thousand) -
ASBETS
MON - CURRENT ASSETS
Propanty, plant and eguipment 4 1,874,413 1,883,814
Infangible assets 1 g
l.ong ferm loans 5 84,764 85,5853
Long ferm deposits and prepayments 5,842 6,240
Deaferrad tax asset - net 126,413 132,164
2,101,433 2,207 880
CURRENT ASSETS
Stores and spares 21,823 25,568
Stock in trade 5] 958,890 587,044
Trade debis 7 1,083,050 738,593
l.oans and advances 54,123 62,603
Trade deposits and short term prepaymenis 18,382 14,033
Other receivables 8 28,953 44,486
Income tax receivable - 16,172
Interest accrued 1,755 4,496
Cash and bank balances g 1,126,317 2,070,176
3,289,263 3,564,171
5,480,698 5,772,051
EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES
Authorised share capital
100,000,000 (2017; 100,000,000) ordinary
shares of Rs. 10 each 1,000,600 1,000,000
Issued, subscribed and paid-up capital
46,443,320 (2017 46,443,320) ordinary
shares of Rs. 10 each 464,433 464,433
Reserves
Capital ressrves 156,202 156,202
Revenue resenve 1,811,512 1,862,301
1,867,714 2,018,503
Surpius on revaluation of property, plant and equipment 1,285,766 1,308,613
3,717,913 3,789,549
HON - CURRENT LIABILITIES
Deferred liabilities 60,427 58,062
60,427 58,082
CURRENT LIABILITIES
Trade and other payables 10 1,701,253 1,924 440
Provision for taxation 1,103 -
1,702,356 1,924 440
CONTINGENCIES AND COMBMITMENTS 11 - “
5,480,698 5772051

The annexed notes 1 © 34 form an integral part of these condensad interim financial slatements
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AKZO NOBEL PAKISTAN LIMITED

CONDENSED INTERIM STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE THREE AMD S MONTHS ENDED JUNE 30, 2018

MNots
Turnover
Sales tax and discounis
Met sales
Cost of sales 12
Gross profit

Selling and distribution expenses
Administrative and general expenses

Operating profit

Finance cost

Other charges 13
Other income 14
Profit before taxation

Taxation 15
Profit for the period

Other comprehensive income for the period

Total comprehensive income for the period

Earnings per share - basic and diluted (Rupees}

Three monihs ended

Six months ended

June 30, 2018 June 30, 2047 June 38, 2048 Juné 30, 2017

{Rupees in thousand)

2,358,008 2,168,072 4,683,547 4,604,094
(786,729) (711,580} (1,565,317) (1,477,682)
1,571,279 1457392 3,128,230 2,927,312
(1,019,968) (875,325) (1,989,955) (1,757,229)
551,311 581,087 1,138,275 1,170,083
(306,241) (294,108) (590,896) (577,099)
(93,639) (83,233) (180,908) (163,794)
151,431 203,728 366,473 429,190
(2,534) (312) (3,624) (540)
(12,540) (19,397) (34,53%) (34,832)
(15,074) (19,709) (38,155) (35.272)
34,916 29,728 74,582 58,902
171,273 213,745 402 900 452,820
(81,211) (87.339) (149,433) (157,673)
90,062 126,405 253,467 295,147
50,062 126,406 253,467 295 147
{04 272 5.46 5.36

The annexed notes 1 1o 24 form an integral part of these condensed inlerim financial staiements
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AKZO NOBEL PAKISTAN LIMITED

COHDENSED INTERIM STATEMENT OF CHANGES IH EQUITY (UN-AUDITED)

FOR THE SIX $0NTHS ENDED JUKE 30, 2018

Capital raservas Bavenye reserve  Surplus on
lssued, vatuat £
subscribad revaluation o
Share Gapital Unappropriated pronerdy,
and paid-up N Total
L pramim recelpis profit plant and
capital .
squipment
{Rupees in thousand)

Balance 28 on Decembaer 31, 2046 {audited) 464,433 158,006 186 1,590,787 1,347,759 3,559,221
Profit for the period - - - 205147 - 205,147
Other comprehensive income for the period - - - - - -
Total comprehensive income for the period - - - 295,147 . 295,147
Ineremental depreciation charge during

the pericd - net of deferred tax - - - 20,8611 {20.611) -
Transactlons with owners of the Company

recognized directly in eqguity
Final dividend for the year ended

December 31, 2016 @ Rs. 6.50 per share - - - (301.884) - {301,884)

Balanee as on June 30, 2017 {un-audifed) 454,433 156,000 196 1,604,661 1,327,188 3,952 484
Profit for the period - - - 277,858 - 277,859
QOther comprehensive income for the period - - - {40,794) - {40,724)
Total comprehensive income for the period - - - 237,085 237,085
Incremental depreciation charge during

tha pariod - net of deferred {ax - - 20575 (20,575) -
Balance as on December 31, 2017 (audiled) 454,433 156,008 196 1,862,301 1,306,613 3,789,549
Profii for the period - - - 253,467 - 253,467
Cther comprehensive income for the period - - - - -
Total comprehansive income for the period - - - 253,467 283 467
Incremental depreciation charga during

the pericd - net of deferred fax . - 20,847 {20,847)
Transactions with owners of the Company

recognized directly in equity
Final dividend for the vear ended

Dacember 31, 2017 @ Rs. 7.00 pzr share . - - {325,103) {325.103)
Halance as on June 30, 20118 (un-audited) 454 433 156,006 196 1,811,512 1,285 766 3,717,813

The annexed notes 1 1o 24 form an integral part of thess condeassd inferim inancal statemeants
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ARZO NOBEL PAKISTAN LIMITED

CONDENSED INTERIM STATEMENT OF CASH FLOWS (UN-AUDITED)

FOR THE SD{ MONTHS ENDED JUNE 30, 2018

Cash flows from operating activities
Profit before taxation

Adjustments for:
Depreciation and amortization
Loss / (gain) on disposal of property, plant and equipment
Provision for employee benefits obligation
Provision / (reversal of provision) for doubiful debts
Provisicn for slow moving and obsolete siocks
Provision for slow maving and obsolete siores and spares
Provision no more required wrilten back
Inferest income

Profit before working capital changes

Effect on cash flow due to working capital changes:
Decreass 7 (increase) in current assels

Stores and spares

Stock in trade

Trade debts

Loans and advances

Trade deposits and short ferm prepayments

Other receivables

Decrease in current fiabilities
Trade and other payables

Net cash used in operations

Decrease in long ferm loans

Decrease / {increase)} in long term deposits and prepayments
Employee benefils paid

Taxes paid

Met cash used in operating activifies

Cash flows from investing activities
Payments for capifal expenditure
Proceeds from disposal of property, plant and equipmant
interest received

MNet cash used in investing activities

Cash flows from financing acfivities
Dividend paid

Mot cash used in financing activities
Het cash used in all activities
Cash and cash equivalenis at the beginning of the pericd

Cash and sash eguivalents at the end of the period

The annexed notes 1 to 24 form an wiegral part of these condensed inferm financial siatements

/ " 7

Six monihs ended
June 36, 2018 June 30, 20147

,,,,,,, {Rupees In theusand)

402,900 452,820
74,827 48,124
443 (447)
17,283 17,616
25,893 {13,796)
8,432 5,224
2,300 .
(32,194) -
(33,934) (37,603)
455,950 492,938
1,445 (3,412)
(378,277) (241,294)
(359,350) (315,705)
8,480 13,821
(2,319) (6,648)
15,533 5,350
(724.488) (547,888)
(184,542) (69.976)
(443,080} (124,926)
789 1,662
398 (2,081)
(19,058) (12,160)
(126,407) (160,094)
(144,278) (172,653)
(587,358) (297,579}
(74,095) (171,635)
267 447
36,675 39,468
(37.152) (131,720
(319,349} (298,597)
(319.340) (208.597)
(943,859) (727,896}
2,070,178 1,048,948
126,317 1221.052

Mueen ATFd
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AKZO NOBEL PAKISTAN LIMITED
NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)

FOR THE THREE AND 31X MONTHS ENDED JUKE 30, 2013

2.1

2.2

Legal status and nature of business

Akzo Nohel Pakistan Limited (“the Company™} is a public limited company listed on the Pakistan Stock Exchange
The registered office of the Company and the factory is situated at 348, Ferozepur Road, Lahore. The Coimpany is
nrimarily involved in the manufacturing and sale of paints and coatings, and trading of spacialty chemicals. The
Company is a subsidiary of ICI Omicron B.V. which is a whally owned subsidiary of Akzo Nobel NV

Basis of preparation
Statement of compliance

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

- International Accounting Standard (1AS) 34, Interim Financial Reporiing, issued by the International Accounting
Standards Roard {IASB) as notified under the Companies Act, 2017, and

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

Where the provisions of and directives issued under the Companies Act, 2017 differ with the requirements of IAS
34, the provisions of and directives issued under the Companias Act, 2017 have been followed.

As allowed in the Companies Act, 2017, the option of presenting a combined 'Statement of Profit or Loss and
other Comprehensive income’ instead of presenting separate 'Statement of Profit and Loss' and 'Statement of
Comprehensive Income” has besn opted o in these condensed interim financial statemenis. The change has
bean accounted for in accordance with [AS 8 *Accounting Policies, Changes in Accounting Esfimates and Errors”.
These financial statements are being submitted to the sharcholders in accordance with Section 237 of the

Companies Act, 2017.

The comparative statement of financial position presentad in these condensed imerim financial statements has
been extracted from the annual audited financial statemants of the Company for the year ended December 21,
2017, whereas comparative condensed interim statement of profit or loss and other comprehensive income,
condensed interim statement of cash flows and condensed interim statement of changes in equity have been
extracied from the un-audited condensed interim financial statements for the six manths period endad June 30,

2017.

Judgements and estimates

In preparing these condensed interim financial statements, management makes judgemenis, estimates and
assumptions that affect the application of accounting palicies and the reported amounts of assets and liabilities,
income and expenses. Aciual resulis may differ from these estimates. The significant judgemenis made by
management in applying the Company's accounting policies and the key sources of estimation were the same as
those that applied to the annual audited financial statements as at and for the year endad Dacember 31, 2017,

Measurement of fair valuss

The Company has an esiablished control framework with respect © the measurement of fair values, The
managemant reqularly reviews significant chservable and unobservable inputs and valuation adjustments. Far
values are categorized into different levels in a fair value hierarchy based on the inputs usad in the valuation
wechniques as follows.

Level 1 quoted prices (unadiustsd) in active markets for identical assets or fiabilities

Level 2 - inputs other than quatzd prices includad in Level 1 that are obaervable for the assat or liability, sther
directly (e, &s prices) of indirectly (e, derived from prices).

Laval 3 : inputs for the asset of liabiliy that are not based on observable market data {unobservable inpuis)
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Functional and presentalion currency

These condensed intenm financial statements are presenied in Pak Rupees which is also the Company's
functional currency.

Significant accounting policies

The accouniing policies adopted for the preparation of these condensed interim financial statements are the same
as those applied in the preparation of preceding annual audited financial statements of the Company for the year
ended December 31, 2017 except for as follows:

Surplus on revaluation of property, plant and equipment

The Securities and Exchange Commission of Pakistan {SECP) vide circular No. 23, reference CLIYCCDIPR{11)/
2017, dated Octoher 4, 2017 allowad companies whose financial year closes on or before December 31, 2017 to
prepare their financial statements in accordance with provisions of the repealed Companies Ordinance, 1984.
Section 235 of the repealed Companies Ordinance, 1984, specified the accounting treatment and presentation of
surplus on revaluation of property, plant and equipment. This differed from the requirements under the [FRS (IAS
16 'Property, plant and equipment). However, in the Companies Act, 2017 the relevant section has not been
carried farward and companies are now required to follow the requirements as specified in 1AS 16

With effect from January 1, 2018 the Company has changed its accounting policy regarding the accounting
treatment and presentation of surpius on revaluation of property, plant and equipment to ensure compliance with
the IFRS regarding presentation, offsetting and transfers of surplus on revaluation of property, plant and

equipment.

This change is considered to be a change in accounting policy in accordance with [AS 8 "Accounting poficies,
Changes in Accounting Estimates and Errors’. The impact of the same however, is not considered to be material
i the financial statements of the Company and accordingly comparatives have not been restated in this regard.
However, surplus on revaluation of property, plant and equipment previously shown separately, has now been
prasented as part of equity as per requirements of the applicable accounting and reporting standards.

standards, Interprafations and amendments to published approved accounting standards

There are certain standards, amendments to the approved accounting standards and new interpratations that are
mandatory for the Company’s accounting periods beginning on or after January 1, 2018 hut are considered not to
be relevant or to have any significant effect on the Company’s operations and are, therefore, not defailed in these

condensed interim financial statements.

Amendments fo published standards effective In current period

The following amendments and interpretations to exdsting standards have been published and are mandatory for
the Company's accounting periods beginning on or after their respective effective dates. These do nat have a

raterial impact on Company’s financial statements.
Effective Date
{accounting periods
heginning on or after)

Annual improvemeants 2014 - 2046 January 1, 2018
IFRIC 22, ‘Foreign currency fransactions and advance consideration’ Jarwary 1, 2018

Standards, amendments and inferpretations to existing standards not yet effective

IFRS 15 'Mevenus from Contracis with Customars’ Judy f, 2018
IFRS g, Financial [nsiuments’ July 1, 2018
IFRS 18, Leases’ January 1, 2018
IFRIC 23, 'Uncertainly over incorne &y January 1, 2019
iAS 19, 'Employee Banafits in relation o plan amendments, curtaimenis or setilements January 1, 2019
83 12 Annual lmprovemants to IFRE Standards 2018 - 2017 Cycle January 1, 2019

The managemant is in the process of assessing the impact of changes laid down by these standaids on 3
financial stafements,



4.1

4.2

8.1

June 30, December 31,

2018 2017
(Un-audited) {(Auditad)
Property, plant and squipment MNote e {Rupeeas in thousand) -
Operating property, plant and equipmeant 4. 1,916,728 1,919,453
Capital work in prograss 42 57,684 64,461
1,974,413 1,983,914

Operating property, plant and equipment
Opening net book valug 1,918,453 1,712,717
Additions during the period / year (at cost) 411 72,805 346,288
Disposals / wiite-off (at net book value) {710) {1B68)
Depreciation charged during the pericd / year {74,819) (139,385)
Closing net bock value 1,918,729 1,918,453
Following is the detall of additions during the pericd / year.
Freehold land - 214,581
Buildings on freehold land 8,621 10,0583
Plant and machinery £0,098 102,388
Cffice equipment 8,539 4,609
Vehicles 1,482 -
Furniture and fixiures 4,085 15,295

72,805 346,286
Capital work In progress
Civil works and buildings 2,028 -
Plart and machinery 47,310 60,123
Equipment 1,480 4,338
Software 6,856 -

57,684 54,4681
lL.ong term loans - considered goad
Due from executives and other employees 112,025 111,347
Receivable within one vear (27 ,261) {35,784}

24,764 85,553

The maximum aggregate amount of long term loans due from the executives af the end of any month during the
pariod was Rs. 30.25 millior: {December 31, 2017: Rs. 24 11 million}

8tock in frade

Out of the total carrying value of stock in trade, Rs. 1.68 miltion (December 31, 2017 Nil) Is measurad at nei
realizable value. As at June 30, 2018 stock in frade has been writien down by Rs. 0.26 milion (December 31,
2017: Nil) to arrive at its net realizable value,

Jurie 30, December 34,
2018 2017
{Un-audited) {Auditad)
Tradedebts e {Rupees in thousand) -
Considerad good:
Secured 75,172 50,261
tUnsecurad 1,406,859 1,165,195
1,488,031 1,215 456
Considerad doubiful 237,852 211,653
1,722,583 1,427,115
Provision for
Doubiful debis (237,552} (211,659}
Discounis {404,981} (475 887
(B39 B33 (B87 522}
1,083,050 739593
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11.1.2

Oiher recaivables

This includes balance amounting io Rs. 1812 million (December 31, 2017 Rs. 32.55 million) receivable {rom

associated undertakings
June 34, Dacember 31,

2018 207
{Un-zudited) {Audited)
Notg e {Rupees in thousand} --vee

Cash and bank balances
Cash in hand 20,0456 17.501
Cash at bank - current accounts 9.1 286,271 288,375
Short term deposits 82 820,000 1,764,300

1,126,317 2,070,176

Cash and bank balances inciude cheques in hand amounting Rs. 24%.88 million: (December 31, 2017: 209.23
million) and US Dollars amounting to USD 8,332 (Decembear 31, 2017: USD 6,239,

These represent term deposit receipts placed with commercial banks under conventional banking arrangements.
These carry mark-up at the rate of 5.75% to 5.80% (December 31, 2017: 5.25% to 5.31%) per annum and will
mature on various dates latest by July 30, 2018,

The facility for running finance and issuance of letters of credit is available from Deutsche Bank A.G. amounting to
Rs. 391 million (December 31, 2017: Rs. 391 million). The facility carries mark-up at the rate of 1 month KIBOR
plus 1% per annum (December 31, 2017: 1 month KIBOR plus 1% per annumj and is secured by parental
guarantee from AkzoNobel N.V., first parri passu hypothecation charge over the current assets of the Company
amounting to Rs. 210 million (December 31, 2017: Rs. 210 millicn), demand promissory note and counter
guarantee / indemnity duly signed and stamped by the Company.

Trade and other payables

This includes balance amounting to Rs. 418.36 milion (December 31, 2017: Rs. 333.88 million) payabie to related
parties. Out of this, Rs. 1£3.91 million {December 31, 2017: Rs. 147.09 million} relates o staff retirement funds

Contingencies and commitments

Contingencies

The income tax department lias disputed with the Company's freatment on ¢ertain tax maiters for the tax year
2014 and 2016. In this regard, an order was issued by the department, thereby crealing demand for Rs. 747 .48
million and Rs 454 48 million respectively, against the Company. The orders have been challenged by the
Company before the CIR(A) and are currently pending decision. The management, in consultation with thelr fax
advisor, is of the view that these tax matiers will eventually be decided in the favor of the Company, therefore no
provistan has been made in these condensed interim financial statements.

Other daims against the Company not acknowledgaed as dabts are as follows:
June 30, Decembear 31,
2018 2017
{Lin-auditad) faudited)
-------- {Rupsses In thousand) -

Sales tax authoniiss 40,812 40,612
Othars 10,800 10,000
£0 612 50,6812
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Commditments

Commiiments in respect of capital expenditure amount to Rs 3217 milion (December 31, 2017 Rs 1168
million). Ous of this, Rs. 20.05 million refates to SAP Saturn implementaiion,

Commiimenis in respect of forward foreign exchange contracts amount to Rs. 2.08 million (Decamber 31, 2017
Rs 1123 million).

Commitment in respact of indemnily agreement signed with IC1 Pakistan Limitad to cover the possible ouicome of
the tax issues of IC! Pakisian Limited prior to demerger up to ihe exient of Rs. 1,582 million (Decembar 31, 2017:
Rs. 1,583 miflion).

Commitments for rentals under operating lease / ljarah contracts in respect of vehicles arg as follows:

June 30, December 31,
2018 2017
{Un-audited) {Audited}
———————— {Rupees in thousand} --——

Year
2018 7.877 12,964
2019 15,151 12,240
2020 14,483 10,906
2021 9,677 6,126
2022 2,010 298
48,998 42,534
Payable not [ater than one year 15,258 12,964
Payable later than one year but not later than five years 33,742 29,570
48,898 42,534

Three months ended Six monihs ended

June 30, 2018 June 30, 2017 June 30, 2018 June 30, 2017
et (Rupees in thousand) «-——=m-

Cost of Sales

Raw and packing materals consumed 774,168 727460 1,643,073 1,451,321
Manufacturing costs 161,307 150,765 308,805 301,025
935,475 878,218 1,951,578 1,752,348

Opening work in process 17,573 11,680 12,217 11,873
Closing work in process {18,085) (14,127) (16,085) (14,127}
Cost of goods manufactured 935,763 875,771 1,047 710 7,750,092
Opening finished goods 351,435 283,514 233,331 241,508
Finished goods purchased 110,418 02,900 187 £62 147,488
Closing finished goads (375,848) (375,360 (378,648) (375,880)
1,019,988 §76,325 1,980 958 1,767,229

This includes exchange 1635 amountng to Rs 12.28 milion (Juna 30, 2017 Rs. 0.99 milior), 1 insludes
sychangs loss from actual currency amounting to Rs. 11.85 million (June 30, 2017 Rs 1.34 million) and
exchangs luss from forward contracis amounting o Rs. 0.33 milion {June 20, 2017: exchange gain amounting o
Ra. 035 million).
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Three months ended Six months ended
Jung 30, 2048 June 30, 2047 June 30, 2018 June 30, 2017
============ {(Rupess in thousand) <o

Other income
income from financial asasis

Profit on short term and call deposits 14,178 16,550 33,934 37,603
Interest Income on staff loans - 280 - 1,148

Income from non-financial assets

Scrap sales 1,830 1,305 3,609 3,391
Income from sale of fixad assets 287 - - 447
Oihers
Provisions no longer required and writien back
Slow moving and obsolete stocks - - 4,430 -
Others 18,641 11,591 32,194 13,788
Miscellanecus income - - 415 2517
34916 28,726 74,582 58,802
Taxation
Current 77,195 71,383 119,834 120,436
Prior year 23,748 26,208 23,748 25,209
Deferred {(19,732) (9,253) 5,751 12,028
81,211 87,330 148,433 157,673

Transactions with relatad parties

The related parties comprise of the parent company {IC! Omicron B.V.), the ultimate parent company (AkzoNobel
N.V), related group companies, staff retirement funds, companies where Direciors alsc hold directorship,
Directors and key management personne! of the Company, and their close family members. Datails of
ransaciions with related parties, other than those which have been specifically disclosed elsewhers in these
condenszed interim financial statements are as follows:

Thres months ended Six months ended
June 30, 2048 Juae 30, 2047 June 86, 2018 June 30, 2017
»»»»»»»»»»»» {Fupaes in thousand} mmeemeercew.

Holding company
Dividend paid - nej of iax 221,821 205,977 221821 205 977
Angocizies
Purchase of goods, matenals and services 112,163 70,558 232,752 174,642
Indenting commission income 201 2820 585 4,285
Sale of geods and servicas EG2 20 045 145
Heimburserment of sxpenses 11,333 2,268 12,434 4,544
Comribution to staff retirerment henefi plans 15,088 17,534 32,588 28628

The above transachions with related parties are carred out on mually agresd ferms and condilions.
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Transactions with Key management personnel

Salaries and benefits of key management parsonnal for the six monihs period ended June 30, 2018 amounted o
Rs 5247 million {June 30, 2017; Rs. 72.29 million) out of which Rs 4.82 million (June 30, 2017: Rs. §.04 million}
refates io post employment benefits

In addition, one Diractor and some of the executives are also provided with use of the Company cars, in
accordance with the policy of the Company.

Operating segmenis
These financial staiements have been prepared on the basis of a single reportable segment,

Revenue from sale of paints and coatings represents 97.54% {June 30, 2017: §7.17%) of the total revenue of the
Company.

99 .84% (Jure 30, 2017 100.00%) sales of the Company relate to customers in Pakistan.
Al non-current assets of the Company as at June 30, 2018 are located in Pakistan.

Fair value of financial assets and labilities

The carrying amounts of long term loans equal their fair value and are determined using valuation model that
considers the present value of expected future cash flows, discounted using a market rate of interest. As the input
is unobservable market data, it is classified under lavei 3,

In case of other financial assets and financial llabiliies that are expacted to be seifled within one year, carrying
amounts are the reasonable approximation of the fair values.

Financial risk management

The Company's financial risk management objective and pelicies are consistent with that disclosed in the annuat
audited financial statements for the year ended December 31, 2017,

ljarah rentals

Company is engaged in a Sharfah compliant arrangernent with Orix Modaraba in respect of vehicles under
operating lsase / Harah contracts. Rentals in respect of aferementioned contracts are included in the condensed

interim financial statemenis as under:

Six months endead
Juneg 30, 2048 June 34, 2017

Description e {Rupees in thousand) -
Cosi of sales 1,323 1,213
Salling and distribution expenses 2,231 2,673
Administrative and general expenses 2,762 4068

Sale of Specialty Chemicals Businsss

The Board of Directors of the Company in its meeting held on February 28, 2018 have considered and approved
the sale, ransfer and conveyance of the Specialty Chemicals Business of the Company g3 a going concern o
Akzo Nobal Chermicals (SMC-Frivate) Limited, a wholly cwned subsidiary of Akzo Nobel Chemicals Holding BV,
of Amsterdam, the Netherlands (an affiiate of Akzo Nobel NV The sale and ransfer will became effeclive an a
mutually agreed completion date which is scheduled to be no faler than December 31, 2016 at a price of Rs. 335
e,



22 Subsequent svenis
There are no significant subsequent events that need to be disclosed far the six months ended June 30, 2018
23 Date of authorization for issue

The condensad interim financial statements were authorized for issue in the Board of Directors meeting held on
August 30, 2018,

24 General
24,1 Figures have been rounded-off to the nearest thousand rupees except as stated otherwise.
24.2 Corresponding figures have been reclassified or arranged, wherever necessary for better and fair presentation.

However, no significant reclassification / rearrangement has been made during the period.
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