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VISION STATEMENT |

To })e a 1eac1ing diversifie(l enterprise pursuing Value
creation for its shareholders and other stalzeholclers.

MISSION STATEMENT]

To create value for our shareholders and other
staleeholclers, inclucling employees anclcommunity, ]oy
investing in related parties and new ventures in various

avenues / sectors.

We are a talented workforce , committed to relial)ility and
consistency, capturing relevant investment

opportunities.

We will continue our tradition of hones’cy, fairness and
integrity 1in relationship with our associates,

shareholders, community at 1arge and other
stakeholders.

SFL LIMITED
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NOTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN THAT 8th Annual General Meeting of SFL LIMITED will be held at Trading Hall, Cotton
Exchange Building, I.I.Chundrigar Road, Karachi on Tuesday the 24th day of October, 2017 at05:00 p.mto transactthe
following business:

ORDINARY BUSINESS:

1. To confirm the minutes of the last General Meeting

2. Consideration of the accounts, balance sheets and the reports of the directors and auditors.

3. Declaration of Dividend.

4. Appointment and fixation of remuneration of auditors.

5. To transact any other business with the permission of the Chair.

By Order of the Board

Karachi. (SHAUKAT MAHMUD)

Dated: 28th September, 2017 Secretary

NOTES

1. Closure of share transfer books:

Share Transfer Books will remain closed and no transfer of shares will be accepted for registration from 18th

October, 2017 to 24th October, 2017 (both days inclusive). Transfers received in order, by THK Associates

(Private) Limited, 1st Floor, 40-C, Block-6, P.E.C.H.S. Karachi up to 17th October, 2017 will be considered in

time for the payment of dividend.

2. Participation in the annual general meeting:

Amember entitled to attend and vote at this meeting is entitled to appoint another member/any other person as

his/her proxy to attend and vote.

3. Duly completed instrument of proxy, and the other authority under which it is signed, thereof, must be lodged
with the secretary of the company at the company’s registered office 316, Cotton Exchange Building,
I.I.Chundrigar Road, Karachi at least 48 hours before the time of the meeting.

4. Change in address: Any change of address of members should be immediately notified to the company’s share
registrars, THK Associates (Private) Limited, 1st Floor, 40-C, Block-6, P.E.C.H.S. Karachi

5. The CDC account holders will further have to follow the under-mentioned guidelines as laid down by the
Securities and Exchange Commission of Pakistan:

A. For attending the meeting:

i) In case of individuals, the account holder or sub-account holder and/or the person whose securities are
in group account and their registration details are uploaded as per the Regulations, shall authenticate
his identity by showing his original computerized national identity card (CNIC) or original passport at the
time of attending the meeting.

i) In case of corporate entity, the Board of Directors’ resolution/power of attorney with specimen signature
of the nominee shall be produced at the time of the meeting.

B. For appointing proxies:

i) In case of individuals, the account holder or sub-account holder and/or the person whose securities are in
group account and their registration details are uploaded as per the Regulations, shall submit the proxy
form accordingly.

ii)  The proxy form shall be witnessed by two persons whose names, addresses and CNIC number shall be

I
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NOTICE OF ANNUAL GENERAL MEETING

mentioned on the form.
iii)  Attested copies of CNIC or the passport.
iv)  The proxy shall produce his/her original CNIC or original passport at the time of meeting.

v)  Incase of corporate entity, the Board of Directors’ resolution/power of attorney with specimen signature
shall be submitted along with proxy form to the company.

6. In accordance with the notification of the Securities and Exchange Commission of Pakistan, SRO 831(1)2012
dated July 05, 2012 dividend warrants should bear CNIC number of the registered member or the authorized
person, except in case of minor(s) and corporate members. Accordingly, members who have not yet submitted
copy of their valid CNIC/NTN (in case of corporate entities) are requested to submit the same to the Company,
with members’ folio number mentioned thereon for updating record.

7. The Companies Act, 2017, which was promulgated on May 30, 2017 through their section 242 requires that in
case of a listed company, any dividend payable in cash shall only be paid through electronic mode directly into
the bank account designated by the entitled shareholders. Through this notice all shareholders of the company
are requested to update their bank accounts details in the Central Depository System through respective
participants. In case of physical shareholder, please provide bank accounts details to our Share Registrar M/s.
THKAssociates (Private) Limited, 1st Floor, 40-C, Block-6, P.E.C.H.S., Karachi.

8. Section 244 of the Act requires that any shares that remained unclaimed for a period of three years (or more) as
well as any dividend which remained unpaid for period of three years (or more) are to vest with the Federal
Government. The law requires the company to deposit any unclaimed or unpaid amount to the credit of the
Federal Government, if no claim is made before the company after giving due notices to the shareholders.
Through this notice all Shareholders, who by any reason, could not claim their dividend or shares, are advised
to contact our Share Registrar M/s. THK Associates (Private) Limited, 1st Floor, 40-C, Block-6, P.E.C.H.S.,
Karachi to collect/ enquire about their unclaimed divided or pending shares, if any.

9. (i) Pursuant to the provisions of the Finance Act 2016 effective July 1, 2017, the rates of deduction of income tax
from dividend payments under the Income Tax Ordinance have been revised as follows:

1. Rate of tax deduction for filer ofincome tax return 15%
2. Rate of tax deduction for non-filers of income tax return 20%

To enable the Company to make tax deduction on the amount of cash dividend @ 15% instead of 20%,
shareholders whose names are not entered into the Active Taxpayers List (ATL) provided on the website of
FBR, despite the fact that they are filers, are advised to make sure that their names are entered in ATL,
otherwise tax on their cash dividend will be deducted @ 20% instead of 15%.

(i)  Further, according to clarification received from Federal Board of Revenue (FBR), with-holding tax will
be determined separately on ‘Filer/Non-Filer’ status of Principal shareholder as well as joint-holder (s)
based on their shareholding proportions, in case of joint accounts. In this regard all shareholders who
hold shares jointly are requested to provide shareholding proportions of Principal shareholder and Joint-
holder(s) in respect of shares held by them to our Share Registrar, in writing as follows:

Principal Share Holder Joint Holder
Share Share
Company Folio / CDS Total Holding Holding
Name Account # Shares Name and Proportions Name and Proportions
CNIC # CNIC #
(No of (No of
Shares) Shares)
 \
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NOTICE OF ANNUAL GENERAL MEETING

The required information must reach our Share Registrar within 10 days of this notice, otherwise it will be
assumed that the shares are equally held by Principal shareholder and Joint Holder(s).

(i)  The corporate shareholders having CDC accounts are required to have their National Tax Number (NTN)
updated with their respective participants, whereas corporate physical shareholders should send a copy
of their NTN certificate to the Company or , THK Associates (Private) Limited. The shareholders while
sending NTN or NTN certificates, as the case may be, must quote company name and their respective
folionumbers.

10. The Company shall provide video conference facility to its members for attending the Annual General Meeting at
places other than the town in which general meeting is taking place, provided that if members, collectively
holding 10% or more shareholding residing at a geographical location, provide their consent to participate in the
meeting through video conference atleast 10 days prior to date of the meeting, the Company shall arrange video
conference facility in that city subject to availability of such facility in that city.

In this regard, please fill the following form and submit to registered address of the Company 10 days before
holding of the Annual General Meeting:

“ I/We, of being a member of SFL Limited, holder of Ordinary Shares as

per registered folio # hereby opt for video conference facility at

Signature of Member

SFL LIMITED 7
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DIRECTORS’ REPORT

Dear Members,

Your Directors are pleased to present the Annual Report together with the Audited Financial Statements and the Auditors’
Report of your company for the financial year ended, 30th June 2017. The summarized financial results for the year ended

30th June 2017 are as under:

Financial Highlights

For the Financial Year Ended | For the Financial Year Ended | Change in
Particular 30th June 2017 30th June 2016 Percentage
AmountinRs. AmountinRs. %
NetIncome 40,670,862 41,527,077 -2.06%
Profit Before Taxation 38,721,913 37,114,321 4.33%
Profit After Taxation 32,770,874 31,789,986 3.09%

Review of Operations

During the year under review, the Company has earned dividend income of Rs. 46,415,023 (2016 39,451,901) Gain on
sale of investments of Rs. 718,617 (2016 1,591,362) and change in fair value of investment caused Loss of Rs. 6,462,778
(2016 Gain of Rs. 483,814) during the year. The net profit for the year under review has been Rs. 32,770,874 (2016
31,789,986) during the financial year. The Directors are continuously looking for avenues for future growth of the
Company.

Dividend

The Board of Directors of the Company is pleased to recommend cash dividend @ 7.5% for the Year Ended 30 June 2017
(2016 10% Dividend)

Earing per Share

The company's earnings per share (EPS) Stands at Rs.1.63 as compared to earnings per share of Rs. 1.58 last year.
Future Outlook

The operating assets of the company comprises of, investments in the shares of associated companies, other listed
companies and investments in mutual funds. Your management is keen to maximize profitability and improve operational
efficiency of the company to increase shareholder’s value

Subsidiary of SFL Limited

SFL Corporation (Private) Limited the 100% subsidiary of the Company has not carried out any operational activity during
the year.

Related Party Transactions

The Company has fully complied with the best practices on transfer pricing as contained in the listing regulation of stock
exchanges in Pakistan. The transactions with related parties were carried out at arm’s length prices determined in
accordance with the comparable uncontrolled prices method.

Environment, Health, Safety and Social Actions

The Company maintains working conditions which are safe and without risk to the health of all employees and public at
large, the management has maintained safe environmentin all its operations throughout the year.

Statement on Corporate and Financial Reporting Framework

The Board of Directors periodically reviews the Company’s strategic direction. Business plans and targets are set by the
Chief Executive and reviewed by the Board. The Board is committed to maintain a high standard of corporate governance.
O
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DIRECTORS’ REPORT

The Board has reviewed the Code of Corporate Governance and confirms that:

1. The financial statements, prepared by the management of the Company, present fairly its state of affairs, the
result of its operations, cash flows and changes in equity.

2. The company has maintained proper books of accounts.

3. Appropriate accounting policies have been consistently applied in preparation of financial statements and
accounting estimates are based on reasonable and prudentjudgment.

4, International Financial Reporting Standards, as applicable in Pakistan, have been followed in preparation of
financial statements.

5. The system of internal control, which was in place, is being continuously reviewed by the internal audit and other
such procedures. The process of review and monitoring will continue with the object to improve it further

6. All liabilities in regard to the payment on account of taxes, duties, levies and charges have been fully provided
and will be paid in due course or where claim was not acknowledged as debt the same is disclosed as contingent
liabilities in the notes to the accounts.

7. There is no doubt about the Company’s ability to continue as a going concern.

8. There has been no material departure from the best practices of corporate governance, as detailed in listing
regulations.

9. The board of directors in compliance with the Code of Corporate Governance has established an audit
committee; the names of its members are given in the Company’s profile.

10. Operating and financial data and key ratios of Six years are annexed.

11. No trades, in the shares of the Company were carried out by the Directors, Chief Executive Officer, Chief
Finance Officer, Company Secretary, their spouses and minor children:

12. During the year five meetings of the Board of Directors were held. Attendance by each Director is as follows:
Mr. Mohammad Abdullah =4=
Mr. Shahid Abdullah =4=
Mr. Nadeem Abdullah =5=
Mr. Amer Abdullah =4=
Mr. Yousuf Abdullah =3=
Mr. Mohammad Yamin =5=
Mr. Mazhar Saleem =4=
Mrs. Ambreen Amer =1=

13. During the year four meetings of the Audit Committee were held. Attendance by each Director is as follows:
Mr. Nadeem Abdullah =3=
Mr. Amer Abdullah =1=
Mr. Mazhar Saleem =4=
Mr. Shahid Abdullah =3=

14. During the year one meeting of the HR & R Committee was held and attended by all the members.

15. 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.

O
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DIRECTORS’ REPORT

Pattern of Shareholding

The pattern of shareholding of the Company as at 30 June, 2017 is annexed. This statement is prepared in accordance
with the Code of Corporate Governance and the Companies Ordinance, 1984.
Auditors

The present Auditors, Shinewing Hameed Chaudhri & Company, Chartered Accountants retire and being eligible to offer
themselves for re-appointment for the year 2017-2018. Audit Committee and Board of Directors have also recommended

their appointment as auditor for the year ending 30 June, 2018.

Acknowledgements

The Management would like to place on record its appreciation for the support of the Board of Directors, Shareholders,
regulatory authorities, financial institutions, customers, suppliers’ dedication and hard work of the Staff and Workers.

On behalf of the Board

KARACHI AMER ABDULLAH
Dated: 28 September, 2017 CHIEF EXECUTIVE
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SIXYEARS' KEY OPERATING AND FINANCIAL DATA

(Rupees in Million)
Except as indicated

YEARS 2017 2016 2015 2014 2013 2012
Total Revenue 40.67 41.53 113,52 73.16 1871 12.26
operating & Administrative expenses 1.95 4.41 1.19 1.04 1.29 0.82
Profit / (Loss) Before Tax 38.72 37.11 11233 72.18 17.42 11.43
Profit / (Loss) After Tax 32.77 31.78 101.17 65.13 15.55 10.22
Share Capital 200.91 200.91 200.91 200.91 200.91 200.91
shareholder's Equity 530.69 518.01 536.45 4353 390.2 374.69
Total Assets 531.62 520.17 539.96 435.64 391.06 374.80
Current Assets 54.46 28.21 48.00 69.35 24.77 8.55
Current Liabilities 0.93 2.16 3.50 0.36 0.82 0.11
Dividend- Cash % 7.5 10 25 - 10 -
Dividend- Stock % - - - - - 2
Ratios:
Return to Sharehoders
R.O.E- Before Tax % 7.30 5.40 20.94 16.59 446  3.05
R.O.E- After Tax % 6.18 5.03 18.86 14.96 3.98 2.73
Basic E.P.S- After Tax Rs. 1.63 1.58 5.04 3.24 0.77 0.51
Current Ratio 58.40 13.07 13.69 193.73 30.06 78.73
Break up value per share Rs. 26.41 25.78 26.70 21.66 19.42 18.65
 E—
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STATEMENT OF COMPLIANCE
WITH THE CODE OF CORPORATE GOVERNANCE

Name of Company SFLLIMITED yearended June 30,2017.

This statement is being presented to comply with the Code of Corporate Governance (the CCG) contained in
Regulation N0.5.19.24 of the Rule Book of Pakistan Stock Exchange Limited for the purpose of establishing a
framework of good governance, whereby a listed company is managed in compliance with the best practices of
corporate governance.

The company has applied the principles contained inthe CCG in the following manner:

1.

The Company encourages representation of independent non-executive directors and directors
representing minority interests onits board of directors. At presentthe board includes:

Category Names
Independent Directors Mr. Mazhar Saleem
Executive Directors Mr.AmerAbdullah
Non-Executive Directors Mr. NadeemAbdullah

Mr. Shahid Abdullah
Mr. YousufAbdullah
Mr. Mohammad Yamin
Mrs.Ambareen Amer

Theindependentdirector meets the criteria ofindependence underclause 5.19.1 (b) ofthe CCG.

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

All the resident directors of the company are registered as taxpayers and none of them has defaulted in
paymentofanyloantoabanking company,aDFloraNBFlor, being a Broker of astock exchange, hasbeen
declared as adefaulter by that stock exchange.

During the year election of Directors was held and all the retiring Directors were elected as Director of the
Company. A casual vacancy occurring on the board on 20-04-2017 was filled up by the directors on same
day.

The company has prepared a “Code of Conduct” and has ensured that appropriate steps have beentaken to
disseminate itthroughoutthe company along with its supporting policies and procedures.

The board has developed a vision/mission statement, overall corporate strategy and significant policies of
the company. Acomplete record of particulars of significant policies along with the dates on which they were
approved oramended has been maintained.

All the power of the board have been duly exercised and decisions on material transactions, including
appointment and determination of remuneration and terms and conditions of employment of the CEO and
otherexecutive and non-executive directors, have been taken by the board/shareholders.

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 and board met at least once in every quarter. Written notice of the board
meetings, along with agenda and working papers, were circulated at least seven days before the meetings.
The minutes of the meetings were appropriately recorded and circulated.

In accordance with the criteria specified on clause 5.19.7 of the CCG, Majority of the Directors of the
Company are exempted from the requirement of directors’ training program as prescribed by the Code of
Corporate Governance and one of them has obtained certificate of Directors’ Training Program. One of the
Directors to be trained within specified time. All the Directors are fully conversant with their duties and
responsibilities, they were further apprised through orientation courses during the year.

SFL LIMITED 16
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STATEMENT OF COMPLIANCE
WITH THE CODE OF CORPORATE GOVERNANCE

10. The Board has approved appointment of Chief Financial Officer (CFO), Company Secretary and Head of
Internal Audit earlier, including theirremuneration and terms and conditions of employment.

1. The Directors’ Report for this year has been prepared in compliance with the requirements of the CCG and
fully describes the salientmatters required to be disclosed.

12. The financial statements of the Company were duly endorsed by CEO and CFO before approval of the
Board.

13. The Directors, CEO and executives do not hold any interest in the shares of the Company other than that
disclosedinthe pattern of shareholding.

14. The Company has complied with all the corporate and financial reporting requirements ofthe CCG.

15. The Board has formed an Audit Committee. It comprises three members, of whom two are non-executive
directorsandoneisindependentdirector.

16. The meetings of the Audit Committee were held at least once every quarter prior to approval of interim and
final results of the Company and as required by the Code. The terms of reference of the committee have
beenformed and advised to the committee for compliance.

17. The board has formed an HR and Remuneration Committee. It comprises three members, of whom two are
non-executive directors, one is independent director and the chairman of the committee is a non-executive
director.

18. The Board has set up an effective Internal Audit Function.

19. The statutory auditors of the Company have confirmed thatthey have been given a satisfactory rating under
the quality control review program of the Institute of Chartered Accountants 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 Institute of Chartered Accountants of Pakistan.

20. The statutory auditors or the persons associated with them have not been appointed to provide other
services except in accordance with the listing regulations and the auditors have confirmed that they have
observed IFAC guidelinesinthisregard.

21. The closed period prior to the announcement of interim/final results, and business decisions, which may
materially affect the market price of company’s securities, was determined and intimated to directors,
employees and stock exchange(s).

22. Material/price sensitive information has been disseminated among all market participants at once through
stock exchange(s).

23. The company has complied with the requirements relating to maintenance of register of persons having
access to inside information by designated senior management officer in a timely manner and maintained
properrecord including basis forinclusion or exclusion of names of persons from the said list.

24. We confirm thatall other material principles enshrined inthe CCG have been complied with.

For and on behalf of the Board

Karachi AMERABDULLAH

Dated: 28th September, 2017 CHIEF EXECUTIVE

O
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REVIEW REPORT TO THE MEMBERS ON STATEMENT OF COMPLIANCE
WITH CODE OF CORPORATE GOVERNANCE

We have reviewed the enclosed Statement of Compliance with the best practices contained in the Code of Corporate
Governance (the Code) prepared by the Board of Directors of SFL Limited (the Company) for the year ended June
30,2017 to comply with the Code contained in Regulation No.5.19 of the Pakistan Stock Exchange Limited.

The responsibility for compliance with the Code is that of the Board of Directors of the Company. Our responsibility is
to review, to the extent where such compliance can be objectively verified, whether the Statement of Compliance
reflects the status of the Company's compliance with the provisions of the Code and report if it does not and to
highlight any non-compliance with the requirements of the Code. 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 Code.

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

The Code requires 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 of its related party transactions
distinguishing between transactions carried outon terms equivalentto those that prevailinarm's length transactions
and transactions which are not executed at arm's length price and recording proper justification for using such
alternate pricing mechanism. 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 any procedures to determine whether the related party transactions were
undertaken atarm'slength price or not.

Based on ourreview, 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 best practices contained
inthe Code as applicable to the Company forthe yearended June 30.2017.

KARACHI; SHINEWING HAMEED CHAUDHRI & CO.
Dated : September 28, 2017 CHARTERED ACCOUNTANTS
Engagement Partner:
Raheel Ahmed

SFL LIMITED 18
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AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed balance sheet of SFL Limited as at June 30, 2017 and the related profit and loss
account, statement of comprehensive income, cash flow statementand statement of changes in equity together with
the notes forming part thereof, for the year then ended and we state that we have obtained all the information and
explanations which, to the bestof ourknowledge and belief, were necessary for the purposes of our audit.

It is the responsibility of the Company's management to establish and maintain a system of internal control, and
prepare and present the above said statements in conformity with the approved accounting standards and the
requirements of the Companies Ordinance, 1984. Our responsibility is to express an opinion on these statements
based onouraudit.

We conducted our audit in accordance with the auditing standards as applicable in Pakistan. These standards
require that we plan and perform the audit to obtain reasonable assurance about whether the above said statements
are free of any material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosuresinthe above said statements. An auditalsoincludes assessing the accounting policies and
significant estimates made by management, as well as, evaluating the overall presentation of the above said
statements. We believe that our audit provides a reasonable basis for our opinion and, after due verification, we
reportthat:

(a) in our opinion, proper books of accounts have been kept by the Company as required by the Companies
Ordinance, 1984;

(b) inouropinion:

(i) thebalance sheet and profit and loss account together with the notes thereon have been drawn up in
conformity with the Companies Ordinance, 1984, and are in agreement with the books of accounts
and are furtherin accordance with accounting policies consistently applied;

(ii) theexpenditureincurredduringthe yearwas forthe purpose of the Company's business; and

(iii) the business conducted, investments made and the expenditure incurred during the year were in
accordance with the objects of the Company;

(c) in our opinion and to the best of our information and according to the explanations given to us, the balance
sheet, profit and loss account, statement of comprehensive income, cash flow statement and statement of
changes in equity together with the notes forming part thereof conform with approved accounting
standards as applicable in Pakistan, and, give the information required by the Companies Ordinance,
1984, 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, 2017 and of the profit, total comprehensive income, its cash flows and changes in
equity forthe yearthen ended; and

(d) in our opinion, Zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIIl of 1980,) was
deducted by the Company and deposited in the Central Zakat Fund established under section 7 of that
Ordinance.

KARACH]; SHINEWING HAMEED CHAUDHRI & CO.
Dated : September 28, 2017 CHARTERED ACCOUNTANTS
Engagement Partner:
Raheel Ahmed
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BALANCE SHEET AS AT JUNE 30, 2017

ASSETS

Non current assets
Investment property
Long term investments

Long term deposit

Current assets

Short term investments
Dividend receivable
Taxation - net

Bank balances - current accounts

Total assets

EQUITY AND LIABILITIES
Share capital and reserves
Share capital

Reserve arisen upon de-merger

Unappropriated profit

Total equity

Current liabilities

Accrued and other liabilities

Contingencies and commitments

Total equity and liabilities

The annexed notes 1 to 19 form an integral part of these financial statements.

Chief Executive

SFL LIMITED

2017 2016
Rupees Rupees
73,313,292 88,103,000

403,816,351 403,816,351
37,500 37,500
477,167,143 491,956,851
42,537,024 25,146,310
362,259 -
955 486
11,556,785 3,066,856
54,457,023 28,213,652
531,624,166 520,170,503
200,914,500 200,914,500
165,340,500 165,340,500
164,436,654 151,757,230
530,691,654 518,012,230
932,512 2,158,273
531,624,166 520,170,503
Director
)
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PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2017

2017 2016
Note Rupees Rupees
Revenue
Dividend income 10 46,415,023 39,451,901
Gain on sale of investments 718,617 1,591,362
Change in fair value of investments at fair
value through profit or loss (6,462,778) 483,814
40,670,862 41,527,077
Administrative expenses 11 1,948,949 4,412,756
Profit before taxation 38,721,913 37,114,321
Taxation 12 5,951,039 5,324,335
Profit after taxation 32,770,874 31,789,986
Earnings per share - basic and diluted 13 1.63 1.58
The annexed notes 1 to 19 form an integral part of these financial statements.
Chief Executive Director
O
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STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2017

2017 2016
Rupees Rupees
Profit after taxation 32,770,874 31,789,986
Other comprehensive income - -
Total comprehensive income 32,770,874 31,789,986
The annexed notes 1 to 19 form an integral part of these financial statements.
Chief Executive Director
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CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2017

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation
Adjustments for non-cash items:

Dividend income
Gain on sale of investments

Change in fair value of investments at fair
value through profit or loss

Operating loss before working capital changes
Working capital changes
(Decrease) / increase in accrued and other liabilities

Cash used in operations

Taxes paid

Net cash used in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Short term investments acquired

Short term investments redeemed

Advance return for capital work-in-progress

Dividend received

Net cash generated from investing activities
CASH USED IN FINANCING ACTIVITIES

2017 2016
Rupees Rupees
38,721,913 37,114,321

(46,415,023)| (39,451,901)

(718,617) (1,591,362)

6,462,778 (483,814)

(40,670,862)

(41,527,077)

(1,948,949)  (4,412,756)
(1,309,932) 1,461,607
(3,258,881)  (2,951,149)
(5,951,508)  (8,423,832)
(9,210,389)  (11,374,981)

(46,598,602)|| (43,966,545)
23,463,727 || 60,735,276
14,789,708 -
46,052,764 || 39,451,901
37,707,597 56,220,632

Dividend paid (20,007,279)  (49,939,434)
Net increase / (decrease) in cash and cash equivalents 8,489,929 (5,093,783)
Cash and cash equivalents at beginning of the year 3,066,856 8,160,639
Cash and cash equivalents at end of the year 11,556,785 3,066,856
The annexed notes 1 to 19 form an integral part of these financial statements.
Chief Executive Director
O
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2017

Share .Reserve Una.lppro-
. arisen upon priated Total
capital .
de-merger profit
Rupees

Balance as at July 1, 2015 200,914,500 165,340,500 170,195,869 536,450,869
Transaction with owners,

recognised directly in equity
Cash dividend for the year ended

June 30, 2015 at the rate

of Rs.2.50 per share - - (50,228,625) (50,228,625)
Total comprehensive income

for the year
Profit after taxation - - 31,789,986 31,789,986
Other comprehensive income - - - -

- - 31,789,986 31,789,986

Balance as at June 30, 2016 200,914,500 165,340,500 151,757,230 518,012,230
Transaction with owners,

recognised directly in equity
Cash dividend for the year ended

June 30, 2016 at the rate

of Re.1.00 per share - - (20,091,450) (20,091,450)
Total comprehensive income

for the year
Profit after taxation - - 32,770,874 32,770,874
Other comprehensive income - - - -

- - 32,770,874 32,770,874

Balance as at June 30, 2017 200,914,500 165,340,500 164,436,654 530,691,654

The annexed notes 1 to 19 form an integral part of these financial statements.

Chief Executive

Director

SFL LIMITED
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2.4

2.41

(a)

(b)

(c)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2017

THE COMPANY AND ITS OPERATIONS

SFL Limited (the Company) was incorporated as public limited company on April 26, 2010 and its shares has
been listed on Pakistan Stock Exchange Limited. The registered office of the Company is located at 316 - Cotton
Exchange Building, I.I. Chundrigar Road, Karachi. The main business of the Company is to invest in the shares
of Associated Companies and other business as per the Memorandum of Association of the Company.

BASIS OF PREPARATION
Statement of compliance

The Companies Act, 2017 has been promulgated with effect from May 31, 2017, however the Securities and
Exchange Commission of Pakistan (SECP) through its Circular # 17 of 2017 dated July 20, 2017, has directed
the companies whose financial year ends on or before June 30, 2017 shall prepare their financial statements in
accordance with the provisions of the Companies Ordinance, 1984. These financial statements have been
prepared in accordance with approved accounting standards as applicable in Pakistan. Approved accounting
standards comprise of such International Financial Reporting Standards (IFRS) issued by the International
Accounting Standards Board as are notified under the Companies Ordinance, 1984, provisions of and
directives issued under the Companies Ordinance, 1984. In case requirements differ, the provisions or
directives of the Companies Ordinance, 1984 shall prevail.

Basis of measurement

These financial statements have been prepared under the historical cost convention except for investments in
mutual funds and listed companies securities which are carried at fair value.

Functional and presentation currency

These financial statements are presented in Pakistan Rupees, which is also the Company's functional currency.
All financial information presented in Pakistan Rupees has been rounded to the nearest Rupee except stated
otherwise.

Changes in accounting standards

Standards and amendments to approved accounting standards effective in current year.
New and amended standards mandatory for the first time for the financial year beginning July 1,2016:

Amendments to IAS 1, ‘Presentation of financial statements’ on the disclosure initiative are applicable to annual
periods beginning on or after January 1, 2016. The amendments are made in the context of the IASB’s
Disclosure Initiative, which explores how financial statement disclosures can be improved. The amendments
provide clarifications on a number of issues, including: Materiality — an entity should not aggregate or
disaggregate information in a manner that obscures useful information. Where items are material, sufficient
information must be provided to explain the impact on the financial position or performance. Notes —
confirmation that the notes do not need to be presented in a particular order. Other comprehensive income
(OCiI) arising from investments accounted for under the equity method — the share of OCI arising from equity-
accounted investments is grouped based on whether the items will or will not subsequently be reclassified to
profit or loss. According to the transitional provisions, the disclosures in I1AS 8 regarding the adoption of new
standards / accounting policies are not required for these amendments.

IAS 27 (Amendments), ‘Separate financial statements’ are applicable to accounting periods beginning on or
after January 1, 2016. These provide the option to use the equity method to account for investments in
subsidiaries, joint ventures and associates in their separate financial statements.

Amendments to IAS 38 'Intangible assets' and IAS 16 'Property, plant and equipment' are applicable for annual
periods beginning on or after January 1, 2016 introduce severe restrictions on the use of revenue-based

O
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2.4.2

(a)

(b)

(c)

(d)
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2017

amortization for intangible assets and explicitly state that revenue-base methods of depreciation cannot be
used for property, plant and equipment. The rebuttable presumption that use of revenue-based amortization
methods for intangible assets is inappropriate can be overcome only when revenue and the consumption of the
economic benefits of the intangible assets are ‘highly correlated’, or when the intangible asset is expressed as a
measure of revenue. The Company's policy is already in line with these amendments.

The other new standards and amendments to approved accounting standards that are mandatory for the
financial year beginning on July 1, 2016 are considered not to be relevant or to have any significant effect on the
Company's financial reporting and operations.

Standards and amendments to approved accounting standards that are not yet effective and have not been
early adopted by the Company

The following new standards and amendments to approved accounting standards are not effective for the
financial year beginning on July 1, 2016 and have not been early adopted by the Company:

IFRS 9, ‘Financial instruments’ is applicable to accounting periods beginning on or after January 1, 2018. IASB
has published the complete version of IFRS 9, ‘Financial instruments’, which replaces the guidance in IAS 39.
This final version includes requirements on the classification and measurement of financial assets and
liabilities; it also includes an expected credit losses model that replaces the incurred loss impairment model
used today. The Company has yet to assess the impact of these changes on its financial statements.

IFRS 15, ‘Revenue from contracts with customers’ is applicable to accounting periods beginning on or after
January 1, 2018. The IASB has issued a new standard for the recognition of revenue. This will replace IAS 18
which covers contracts for goods and services and IAS 11 which covers construction contracts. The new
standard is based on the principle that revenue is recognised when control of a good or service transfers to a
customer — so the notion of control replaces the existing notion of risks and rewards. The standard permits a
modified retrospective approach for the adoption. Under this approach entities will recognise transitional
adjustments in retained earnings on the date of initial application, i.e. without restating the comparative period.
They will only need to apply the new rules to contracts that are not completed as of the date of initial application.
The Company has yet to assess the impact of this standard on its financial statements.

Amendments to IAS 7, ‘Statement of cash flows’ are applicable for annual periods beginning on or after January
1, 2017. The amendment requires disclosures that enable users of financial statements to evaluate changes in
liabilities arising from financing activities, including both changes arising from cash flow and non-cash changes.
The amendments are not likely to have material impact on the Company’s financial statements.

Amendment to IAS 40 'Investment Property' - effective for annual periods beginning on or after January 1, 2018.
The amendment clarifies that an entity shall transfer a property to, or from, investment property when and only
when there is an actual change in use i.e. an asset meets, or ceases to meet the definition of investment
property and there is evidence of change in use. A change in management intension alone does not support a
transfer. The amendments does not expect to have a material impact on the Company's financial statements.

There are number of other standards and amendments to the approved accounting standards that are not yet
effective and are also not relevant to the Company and therefore, have not been presented here.

Use of estimates and judgements

The preparation of financial statements in conformity with approved accounting standards requires
management to make judgements, estimates and assumptions that affect the application of accounting policies
and the reported amounts of assets, liabilities, income and expenses. Actual results may differ from these
estimates.

Estimates and underlying assumptions are reviewed on an on-going basis. Revisions to accounting estimates

SFL LIMITED 26




Annual Report 2017 )

31

3.2

(a)

(b)

(c)

3.3

3.4

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2017

are recognised in the period in which the estimate is revised and in any future periods affected.

The areas where various assumptions and estimates are significant to the Company's financial statements or
where judgement was exercised in application of accounting policies are as follows:

- fair value of investments: and

- provision for taxation.

SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted in the preparation of these financial statements are set-out below.
These policies have been consistently applied to all the years presented.

Investment property

Investment property is held for long term rental yields / capital appreciation. Investment property of the
Company comprises of freehold land and is valued using the cost model. Cost of investment property consists
of historical cost and other directly attributable cost.

Investments

Investments of the Company are classified into the following categories:

Investments in Subsidiary and Associated Companies

Investments in Subsidiary and Associates are carried at cost less impairment, if any. Impairment losses are
recognised as an expense. At each reporting date, the Company reviews the carrying amounts of investments
and its recoverability to determine whether there is an indication that such investments have suffered an
impairment loss. If any such indication exists, the carrying amount of the investments is adjusted to the extent of
impairmentloss which is recognised as an expense in profitand loss account.

Held-to-maturity

Investments with fixed maturity, where the management has both the intent and the ability to hold the
investments to maturity, are classified as held-to-maturity.

Subsequent to initial recognition at cost, these investments are measured at amortised cost less any
accumulated impairment losses. Amortised cost is calculated taking into account any discount or premium on
acquisition by using the effective interest rate method.

At fair value through profit or loss

Investments which are acquired principally for the purpose of selling in the near term or the investments that are
part of a portfolio of financial instruments exhibiting short term profit taking are classified as investments at fair
value through profit or loss. All transaction costs are recognised directly in profit and loss account. These are
stated at fair value with any resulting gains or losses recognised directly in the profit and loss account.

Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the purposes of the cash flow statement,
cash and cash equivalents comprise of bank balances.

Equity instruments

These are recorded at their face value.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2017

Accrued and other liabilities
These are carried at cost which is the fair value of the consideration to be paid in future for services.
Taxation - current

Provision for current taxation is based on taxable income for the year at the current rates of taxation after taking
into account tax credits and tax rebates available, if any.

Provisions

Provisions are recognised when the Company has a present legal or constructive obligation as a result of past
events and 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. Provisions are reviewed at each reporting date
and adjusted to reflect the current best estimate.

Financial assets and liabilities

Financial assets and financial liabilities are recognised at the time when the Company becomes a party to the
contractual provisions of the instrument and derecognised when the Company loses control of contractual
rights that comprise the financial assets and in the case of financial liabilities when the obligation specified in the
contract is discharged, cancelled or expired. Any gain or loss on derecognition of financial assets and financial
liabilities is included in the profit and loss account for the year.

Financial instruments carried on the balance sheet includes long term deposit, short term investments, bank
balances and accrued & other liabilities. All financial assets and liabilities are initially measured at cost, which is
the fair value of consideration given and received respectively. These financial assets and liabilities are
subsequently measured at fair value, amortised cost or cost as the case may be. The particular recognition
methods adopted are disclosed in the individual policy statements associated with each item.

Off-setting of financial assets and liabilities

Financial assets and liabilities are offset and the net amount reported in the balance sheet when there is a
legally enforceable right to offset the recognised amounts and there is an intention to settle on a net basis or
realise the asset and settle the liability simultaneously. The legally enforceable right must not be contingent on
future events and must be enforceable in the normal course of business and in the event of default, insolvency
or bankruptcy of the Company or the counter party.

Revenue recognition
Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Company and
the amount of revenue can be measured reliably. Revenue is measured at the fair value of consideration

received or receivable on the following basis:

- dividend income from investments is recognised when the Company's right to receive
dividend is established; and

-return on investments is recognised on 'accrual basis'.
Earnings per share
The Company present basic earnings per share (EPS) data for its ordinary shares. Basic EPS is calculated by

dividing the profit after tax attributable to ordinary shareholders of the Company by the weighted average
numbers of ordinary shares outstanding during the year.
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NOTES TO THE FINANCIAL STATEMENTS

Freehold land - cost

Capital work-in-progress

FOR THE YEAR ENDED JUNE 30, 2017
4. INVESTMENT PROPERTY

2017
Rupees

73,313,292

73,313,292

2016
Rupees

73,313,292
14,789,708

88,103,000

41 The Company during the year ended June 30, 2015 acquired land measuring 54 Kanals and 1 Marla,

situated at Lahore Cantt, District Lahore.

In the opinion of the directors, the market value of investment property at the reporting date has not

changed materially since its acquisition date.

5. LONG TERM INVESTMENTS

Subsidiary Company - at cost

SFL Corporation (Private) Limited
1,000 (2016: 1,000) ordinary shares of
Rs.100 each - cost
Equity held: 100% (2016: 100%)

Associated Companies - at cost

2017
Rupees

100,000

403,716,351

403,816,351

2016
Rupees

100,000

403,716,351

403,816,351

SFL LIMITED
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2017

5.1 Associated Companies
Quoted

Reliance Cotton Spinning Mills Limited
557,621 (2016 : 557,621) ordinary shares of
Rs.67.21 each - cost
Equity held: 5.42% (2016: 5.42% )

Market value: Rs.131.94 (2016: Rs.82.20) per share

Unquoted

Sapphire Finishing Mills Limited
25,809,000 (2016: 25,809,000) ordinary shares
of Rs.10 each - cost
Equity held: 28.05% (2016: 28.05%)
Break-up value per share Rs.46.89 (2016: Rs.43.56)

Sapphire Dairies (Private) Limited
7,000,000 (2016: 7,000,000) ordinary shares
of Rs.10 each - cost
Equity held: 6.67% (2016: 6.67%)
Break-up value per share Rs.9.71 (2016: Rs.9.81)

Diamond Fabrics Limited
4,569,000 (2016: 4,569,000) ordinary shares
of Rs.10 each - cost
Equity held: 30.69% (2016: 30.69%)
Break-up value per share Rs.260.26 (2016: Rs.255.33)

Amer Cotton Mills (Private) Limited
336,000 (2016: 336,000) ordinary shares
of Rs.10 each - cost
Equity held: 8.40% (2016: 8.40%)
Break-up value per share Rs.320.26 (2016: Rs.264.74)

Amer Tex (Private) Limited
790,428 (2016: 790,428) ordinary shares
of Rs.10 each - cost
Equity held: 14.41% (2016: 14.41%)
Break-up value per share Rs.155.08 (2016: Rs.167.24)

37,561,351

258,090,000

70,000,000

33,368,238

549,305

4,147,457

403,716,351

37,561,351

258,090,000

70,000,000

33,368,238

549,305

4,147,457

403,716,351

511 The above mentioned break-up values are based on latest available un-audited financial statements.

5.1.2  All of the investee companies are Associates by virtue of common directorship.

SFL LIMITED
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2017

6. SHORT TERM INVESTMENTS
- at fair value through profit or loss
2017 2016 2017 2016
- (Number of units / shares) - Rupees Rupees

Mutual funds

41,401.01 - MCB Pakistan Stock Market

Fund 4,243,674 -

- 197,114.3474 HBL Income Fund - 20,912,610
Listed companies

- 50,000 Altern Energy Limited - 1,832,500

240,000 - Aisha Steel Mills Limited 4,881,600 -

61,500 - Banklslami Pakistan Limited 817,950 -

30,000 - Engro Corporation Limited 9,777,300 -

200,000 - Engro Fertilizers Limited 11,048,000 -

35,000 - Habib Bank Limited 9,419,900 -

20,000 20,000 The Hub Power Company
Limited 2,348,600 2,401,200
42,537,024 25,146,310
7. SHARE CAPITAL
2017 2016
--- Number of shares --- Authorised capital

20,200,000 20,200,000 Ordinary shares of Rs.10 each 202,000,000 202,000,000

Issued, subscribed and
paid-up capital
10,000 10,000 Ordinary shares of Rs.10 each,
fully paid in cash 100,000 100,000

19,687,500 19,687,500 Ordinary shares of Rs.10 each,
issued in pursuant to the scheme

of arrangements for de-merger 196,875,000 196,875,000

393,950 393,950 Ordinary shares of Rs.10 each,
issued as fully paid bonus shares 3,939,500 3,939,500
20,091,450 20,091,450 200,914,500 200,914,500
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2017

7.1 Ordinary shares of the Company held by the 2017 2016
related parties as at June 30, -- Number of shares --
Sapphire Fibres Limited 10,199 10,199
Sapphire Textile Mills Limited 147 147
Neelum Textile Mills (Private) Limited 2,812,130 2,812,130
Sapphire Agencies (Private) Limited 602,863 602,863
Crystal Enterprises (Private) Limited 5,518 5,518
Sapphire Power Generation Limited 64,534 64,534
Salman Ismail (SMC-Pvt.) Limited 21,514 21,514
Reliance Cotton Spinning Mills Limited 401,570 401,570
Sapphire Holding Limited 3,001,087 3,001,087
Amer Tex (Private) Limited 2,489,946 2,489,946
9,409,508 9,409,508
8. ACCRUED AND OTHER LIABILITIES 2017 2016
Rupees Rupees
Accrued liabilities 227,075 1,537,007
Audit fee 265,375 265,375
Unclaimed dividend 440,062 355,891
932,512 2,158,273

8.1 During the year ended June 30, 2015, the Governmentof Sindh promulgated Sindh Workers Welfare Fund
Act, 2014 (the Act) thereby repealing the Workers Welfare Ordinance, 1971 (the Ordinance) in its
application to the province of Sindh. As per the Act, every industrial establishment located in province of
Sindh whose total income for any year of account commencing on or after December 31, 2013, is not less
than Rs.500 is required to pay a sum equal to 2% of total income to the Sindh Revenue Board. However,
the management is of the view that the Company does not classify as an "industrial establishment" as
define under clause 2(g) of the Act and accordingly is not liable for workers' welfare fund under the Act.
Accordingly, no charge for current and prior years, in respect of workers' welfare fund, has been
recognised in the financial statements.

9. CONTINGENCIES AND COMMITMENTS

There was no known contingency and commitment as at June 30, 2017 and June 30, 2016.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2017

10. DIVIDEND INCOME

Dividend received from:
Associated Companies
- Sapphire Finishing Mills Limited
- Amer Tex (Private) Limited
- Reliance Cotton Spinning Mills Limited
Others
- Listed Companies

- Mutual Fund

1. ADMINISTRATIVE EXPENSES
Legal and professional charges
Directors’ fee
Fee and subscription
Professional tax
Printing and stationery
Auditors' remuneration
Advertisement
CDC annual fee
Stamp duty and postage
Bank charges
Provincial sales taxes

Others

1.1 Auditors' remuneration
Fee for:
Annual audit
Half yearly review

Review of Code of Corporate Governance

2017
Note Rupees

33,551,700
8,694,708
2,788,105

966,500
414,010

46,415,023

382,584
40,000
665,341
100,000
137,871
1.1 265,375
69,225
160,000
33,433
5,480
60,006
29,634

1,948,949

165,375
65,000
35,000

265,375

2016
Rupees

30,970,800
5,532,996
2,788,105

160,000

39,451,901

3,015,300
50,000
509,038
100,000
119,187
265,375
47,100
100,000
32,568
1,607
150,830
21,751

4,412,756

165,375
65,000
35,000

265,375

SFL LIMITED
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2017

12. TAXATION
Current year 5,951,039 5,324,335

121 No numeric tax rate reconciliation for the year is given in these financial statements, as provision made
for the current year mainly represents tax charged under section 5 of the Income Tax Ordinance, 2001 (the
Ordinance).

12.2 Income tax assessments of the Company have been completed upto the Tax Year 2016; the return for the
said year has not been taken-up for audit till June 30, 2017.

123 Section 5A of the Income Tax Ordinance, 2001 imposes tax at the rate of 7.5% on every public company
other than a scheduled bank or modaraba, that derives profits for a tax year but does not distribute 40% of
profit either through cash dividend or issuance of bonus shares within six months of the end of said tax
year.

The Board of Directors in their meeting held on September 28, 2017 has distributed sufficient cash
dividend for the year ended June 30, 2017 (refer note 18) which complies with the above-stated
requirements. Accordingly, no provision for tax on profits has been recognised in these financial
statements for the year ended June 30, 2017.
13. EARNINGS PER SHARE 2017 2016
Rupees Rupees
Net profit for the year 32,770,874 31,789,986
--- Number of shares ---
Weighted average ordinary shares
in issue during the year 20,091,450 20,091,450
-------- Rupees --------
Basic earnings per share 1.63 1.58

131 There is no dilutive effect on the basic earnings per share of the Company.

O
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14.

141

(a)

(b)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2017

FINANCIAL RISK MANAGEMENT

Financial risk factors

The Company has exposures to the following risks from its use of financial instruments:
- Credit risk; - Liquidity risk; and - Market risk.

The Board of Directors has overall responsibility for the establishment and oversight of the Company’s risk
management framework. The Board is also responsible for developingand monitoring the Company's risk
management framework.

The Company's overall risk management program focuses on having cost effective funding as well as to
manage financial risk to minimize earnings volatility and provide maximum return to shareholders.

Credit risk

Credit risk represents the accounting loss that would be recognised at the reporting date if counter parties
fail completely to perform as contracted. Credit risk mainly arises from long term deposit, short term
investments and deposits with banks.

The credit risk on liquid funds maintained with banks and investments in mutual fund and listed companies
securities is limited as such banks, funds and companies enjoy reasonably high credit rating.
Accordingly, management does not expect any counter party to fail in meeting their obligations.

The maximum exposure to credit risk at the end of the reporting period is as follows:

2017 2016
Rupees Rupees
Long term deposit 37,500 37,500
Short term investments 42,537,024 25,146,310
Dividend receivable 362,259 -
Bank balances 11,556,785 3,066,856
54,493,568 28,250,666

Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due.
The Company's approach to managing liquidity is to ensure as far as possible to always have sufficient
liquidity to meet its liabilities when due. The Company is not materially exposed to liquidity risk as all
obligations of the Company are short term in nature and are restricted to the extent of available liquidity.
As at reporting date, accrued and other liabilities are the only financial liability of the Company that are
due within next twelve months.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2017

(c) Market risk

Market risk is the risk that changes in market price, such as foreign exchange rates, interest rates and
equity prices will affect the Company's income or the value of its holdings of financial instruments.

Foreign exchange risk

Foreign exchange risk mainly arises where receivables and payables exist due to transactions with foreign
undertakings. The Company is not exposed to foreign exchange risk as it does not have any foreign
currency receivables or payables.

Interest rate risk

Interest rate risk is the risk that fair value or future cash flows of a financial instruments will fluctuate
because of changes in market interest rates.

As the Company has no significant interest bearing assets and liabilities the Company's income and
operating cash flows are substantially independent of changes in market interest rates.

Price risk

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 foreign exchange risk or interest rate risk),
whether those changes are caused by factors specific to the individualfinancial instrument or its issuer, or
factors effecting all similar financial instruments traded in the market.

The Company's investments in mutual fund and listed securities amounting to Rs.42,537,024 (2016:
Rs.25,146,310) are exposed to price risk due to changes in fair value of such funds and listed companies.

A change of 1% in fair value of mutual funds and market value of shares at the reporting date would have

increased / (decreased) profit before taxation for the year and investments by the amounts shown below.

2017 2016
Rupees Rupees
Effect on profit before taxation 425,370 251,463
Effect on investments 425,370 251,463
 \
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14.2

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2017

Fair value measurement of financial instruments

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. Underlying the definition of fair value is
the presumption that the Company is going concern and there is no intention or requirement to curtail

materially the scale of its operation or to undertake a transaction on adverse terms.

The carrying values of all financial assets and liabilities reflected in the financial statements are a

reasonable approximation of their fair values.

The table below analyses financial instruments carried at fair value, by valuation method. The different

levels have been defined as follows:

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

- Inputs other than quoted prices included within level 1 that are observablefor the asset or liability,

either directly (that is, as prices) or indirectly (that is, derived from prices) [Level 2].

- Inputs for the asset or liability that are not based on observable market data (that is, unobservable

inputs) [Level 3].

The following table presents the Company's financial assets that are measured at fair value at June 30,

2017 and June 30, 2016.
June 30, 2017

Level 1 Level 2 Level 3 Total
Assets - Recurring fair value measurement =~ =======e=emee-- Rupees -----------n-----

Financial assets at fair value through
profit or loss

Short term investments 42,537,024 - - 42,537,024

June 30, 2016

Level 1 Level 2 Level 3 Total
Assets - Recurring fair value measurement ~ --------------—- Rupees -----------------
Financial assets at fair value through
profit or loss
Short term investments 25,146,310 - - 25,146,310

There were no transfers amongst the levels during the current and preceding year. The Company’s policy
is to recognise transfer into and transfers out of fair value hierarchy levels as at the end of the reporting

periods.

SFL LIMITED
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2017

Valuation techniques used to determine fair values

Level 1: The fair value of financial instruments traded in active markets is based on quoted market prices
at the balance sheet date. A market is regarded as active if quoted prices are readily and regularly
available from an exchange, dealer, broker, industry group, pricing service, or regulatory agency, and
those prices represent actual and regularly occurring market transactions on an arm’s length basis. These
instruments are included in Level 1.

Level 2: The fair value of financial instruments that are not traded in an active market is determined by
using valuation techniques. These valuation techniques maximize the use of observable market data where
it is available and rely as little as possible on entity specific estimates. If all significant inputs required to
fair value an instrument are observable, the instrument is included in Level 2.

Level 3: If one or more of the significant inputs is not based on observable market data, the instrument is
included in Level 3.

There were no other material Level 1, 2 or 3 assets or liabilities during the current and preceding year.

14.3 Capital risk management

The Company's prime objective when managing capital is to safeguard its ability to continue as a going
concern in order to provide adequate returns for shareholders, benefits for other stakeholders and to
maintain an optimal capital structure to reduce the cost of capital. In order to maintain or adjust the capital
structure, the Company may adjust the amount of dividends paid to the ordinary shareholders.

The capital structure of the Company is equity based with no financing through long term or short term
borrowings at the reporting date.

There was no change in the Company's approach to capital management during the year.

15. TRANSACTIONS WITH RELATED PARTIES

There are no significant transactions with related parties during the current year except for dividend income
aggregating Rs.45,034,513 (2016: Rs.39,291,901) received from Associated Companies and meeting fees
amounting Rs.40,000 (2016: Rs.50,000) paid to a non-executive director.

16. REMUNERATION OF CHIEF EXECUTIVE OFFICER, DIRECTORS AND EXECUTIVES

No remuneration has been paid or is payable by the Company on account of remuneration of Chief
executive officer, directors and executives for the year except for meeting fee paid to a non executive
director.
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17.

18.

19.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2017

NUMBER OF EMPLOYEES

The total and average number of employees as at year end was 4 (2016: 4).

NON-ADJUSTING EVENT AFTER BALANCE SHEET DATE

The Board of Directors, in their meeting held on September 28, 2017, has proposed a final cash dividend of
Rs. 0.75(2016: Re.1.00) per share amounting to Rs. 15,068,588 (2016: Rs.20,091,450) for

the year ended June 30, 2017. This appropriation will be approved by the members in the forthcoming
Annual General Meeting to be held on October 24, 2017. These financial statements do not include the
effect of this appropriation which will be accounted for in the financial statements for the year ending June

30, 2018.

DATE OF AUTHORIZATION FOR ISSUE

These financial statements were authorised for issue on September 28, 2017 by the Board of Directors of
the Company.

Chief Executive Director

SFL LIMITED L
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PATTERN OF SHAREHOLDING
FOR THE YEAR ENDED JUNE 30, 2017

NUMBER TOTAL
OF SHARE FROM TO SHARES
HOLDERS HELD
379 1 100 3,572
146 101 500 31,881
123 501 1,000 77,908
82 1,001 5,000 146,511
13 5,001 10,000 89,899
3 10,001 15,000 35,760
3 20,001 25,000 66,955
3 30,001 35,000 95,382
1 35,001 40,000 37,179
1 40,001 45,000 42,233
1 60,001 65,000 64,534
2 70,001 75,000 147,359
1 85,001 90,000 89,791
1 130,001 135,000 133,138
1 165,001 170,000 168,697
1 170,001 175,000 174,993
1 225,001 230,000 229,500
1 230,001 235,000 232,379
1 305,001 310,000 306,955
1 375,001 380,000 375,009
1 395,001 400,000 400,000
1 510,001 515,000 511,107
1 600,001 605,000 602,863
1 615,001 620,000 619,546
1 1,025,001 1,030,000 1,026,817
1 1,145,001 1,150,000 1,147,615
1 1,215,001 1,220,000 1,215,174
1 1,235,001 1,240,000 1,237,134
1 1,350,001 1,355,000 1,350,276
1 1,355,001 1,360,000 1,355,029
1 1,570,001 1,575,000 1,574,996
1 1,690,001 1,695,000 1,694,207
1 1,805,001 1,810,000 1,805,964
1 3,000,001 3,005,000 3,001,087
779 Total : - 20,091,450
N\
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CATEGORIES OF SHAREHOLDERS
As AT JUNE 30, 2017

CATEGORIES OF SHAREHOLDERS SHARES HELD PERCENTAGE
Director, CEO, spouses and Minor Children 8,187,519 40.75
Associated Companies, undertakings, related parties 9.468.508 4713
Banks, DFI & NBFI 18,479 0.09
Insurance Companies 4,764 0.02
Modaraba & Mutual Funds 114 0.00
General Public (Local) 2,405,299 11.97
General Public (Foreign) 4,242 0.02
Other Companies 2,525 0.01
20,091,450 100.00
)
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A)

B)

C)

PATTERN OF SHAREHOLDING
FOR THE YEAR ENDED JUNE 30, 2017

ASSOCIATED COMPANIES, UNDERTAKINGS AND RELATED PARTIES

Reliance Cotton Spinning Mills Limited 401570
Neelum Textile Mills (Private) Limited. 2812130
Sapphire Power Generation Limited 64534
Sapphire Holding Limited. 3001087
Amer Tex (Pvt.) Limited 2548946
Crystal Enterprises (Private) Limited 5518
Salman Ismail (SMC-Private) Limited 21514
Sapphire Textile Mills Limited 147
Sapphire Agencies (Private) Limited 602863

DIRECTORS, CHIEF EXECUTIVE OFFICER, THEIR SPOUSES
AND MINOR CHILDREN

DIRECTORS & THEIR SPOUSES

Mr.Shahid Abdullah 406708
Mrs.Shireen Shahid 1587408
Mr.Nadeem Abdullah 534057
Mr.Yousuf Abddullah 2380957
Mrs.Noshaba Nadeem 1353948
Mrs.Ambareen Amer 1221398
Mr.Muhammad Yamin 77
Mr. Mazhar Saleem 500
Mrs. Usma Yousuf 42233

CHIEF EXECUTIVE OFFICER & THEIR SPOUSES

Mr.Amer Abdullah 659593
BANKS, DEVELOPMENT FINANCIAL INSTITUTIONS, NON

BANKING FINANCIAL INSTITUTIONS, INSURANCE

COMPANIES, MODARABAS & MUTUAL FUNDS

BANKS, DFI & NBFI

National Bank of Pakistan 15419
Faysal Bank Limited 3060

INSURANCE COMPANY
State Life Insurance Corporation of Pakistan 4764
MODARABAS & MUTUAL FUNDS

Modaraba-Al-Mali 114

SFL LIMITED
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PATTERN OF SHAREHOLDING
FOR THE YEAR ENDED JUNE 30, 2017

D) SHAREHOLDERS HOLDING 5% OR MORE
Neelum Textile Mills Limited. 2812130
Sapphire Holding Limited 3001087
Amer Tex (Pvt.) Limited 2489946
Mrs.Shamshad Begum 1902641
Mr.Yousuf Abddullah 2380957
Mrs.Noshaba Nadeem 1353948
Mrs.Ambareen Amer 1221398
Mrs.Shireen Shahid 1587408
E) TRADING IN THE SHARES OF COMPANY DURING THE YEAR
BY THE DIRECTORS, CHIEF EXECUTIVE OFFICER, CHIEF
FINANCIAL OFFICER, COMPANY SECRETARY AND THEIR
SPOUSES AND MINOR CHILDREN. Nil
I
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DIRECTORS’ REPORT

The Directors of the Holding Company of SFL Corporation (Private) Limited are pleased to place before you
the Director’s report together with the Audited consolidated financial statements of SFL Limited and its
subsidiary SFL Corporation (Private) Limited for the Year Ended 30 June 2017.

SFL Corporation (Private) Limited was incorporated for purpose given in the object clause of the
Memorandum of Association which includes purchase and holding shares in other company having objects
altogether or in part similar to those of this company. The company has not carried out any operational activity
since its incorporation.

On behalf of the Board

KARACHI AMER ABDULLAH

Dated: 28 September, 2017 CHIEF EXECUTIVE
O
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AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed consolidated financial statements comprising consolidated balance sheet of SFL
Limited (SFLL) and its subsidiary company, SFL Corporation (Private) Limited as at June 30,2017 and the related
consolidated profit and loss account, consolidated statement of comprehensive income, consolidated cash flow
statement and consolidated statement of changes in equity together with the notes forming part thereof, for the year
thenended. We have also expressed separate opinion on the financial statements of SFLL. The financial statements
of the subsidiary company was audited by another firm of auditors, whose report has been furnished to us and our
opinion, in so far as it relates to the amounts included for such company, is based solely on the report of such other
auditor. These financial statements are the responsibility of SFLL's management. Ourresponsibility is to express an
opiniononthese financial statements based on our audit.

Our audit was conducted in accordance with the International Standards on Auditing and accordingly included such
tests ofaccounting records and such otherauditing procedures as we considered necessary in the circumstances.

In our opinion, the consolidated financial statements present fairly the financial position of SFLL and its subsidiary
company as atJune 30,2017 and theresults of their operations forthe yearthen ended.

KARACHI SHINEWING HAMEED CHAUDHRI & CO.
Dated : September 28 ,2017 CHARTERED ACCOUNTANTS
EngagementPartner:

RaheelAhmed

SFL LIMITED AND ITS SUBSIDIARY \47




Annual Report 2017 )

CONSOLIDATED BALANCE SHEET

ASSETS

Non current assets
Investment property
Long term investments

Long term deposit

Current assets

Short term investments
Dividend receivable
Taxation - net

Cash and bank balances

Total assets

EQUITY AND LIABILITIES
Share capital and reserves
Share capital

Reserves

Unappropriated profit

Total equity
Liabilities

Non current liabilities
Deferred taxation
Current liabilities

Accrued and other liabilities

Total liabilities

Contingencies and commitments

Total equity and liabilities

AS AT JUNE 30, 2017

Note

10

2017
Rupees

73,313,292
2,814,127,751
37,500

2016
Rupees

88,103,000
2,861,974,744
37,500

2,887,478,543

2,950,115,244

42,537,024 25,146,310
362,259 -
955 486
11,620,215 3,141,336
54,520,453 28,288,132

2,941,998,996

2,978,403,376

200,914,500
231,258,780
2,498,866,918

200,914,500
199,935,021
2,566,684,682

2,931,040,198

2,967,534,203

9,901,286 8,600,900
1,057,512 2,268,273
10,958,798 10,869,173

2,941,998,996

2,978,403,376

The annexed notes 1 to 20 form an integral part of these consolidated financial statements.

Chief Executive

Director

SFL LIMITED AND ITS SUBSIDIARY
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CONSOLIDATED PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2017

Revenue
Dividend income
Gain on sale of investments

Change in fair value of investments at fair
value through profit or loss

Administrative expenses

Share of profit of Associated Companies

Profit before taxation
Taxation

Profit after taxation

Earnings per share - basic and diluted

Note

11

12

13

The annexed notes 1 to 20 form an integral part of these consolidated financial statements.

Chief Executive

SFL LIMITED AND ITS SUBSIDIARY

2017 2016
Rupees Rupees
1,380,510 160,000
718,617 1,591,362
(6,462,778) 483,814
(4,363,651) 2,235,176
1,974,999 4,440,876
(6,338,650) (2,205,700)
35,808,266 110,740,510
29,469,616 108,534,810
7,251,425 7,291,107
22,218,191 101,243,703
1.1 5.04
Director
O
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2017

Profit after taxation

Other comprehensive income

Share of unrealized gain on available for sale investments
of Associated Companies

Share of unrealized (loss) / gain on hedging instruments
of Associated Companies

Share of loss arisen upon re-measurement of retirement
benefit obligation of Associated Companies

Total comprehensive income

The annexed notes 1 to 20 form an integral part of these consolidated financial statements.

Chief Executive

SFL LIMITED AND ITS SUBSIDIARY

2017 2016
Rupees Rupees
22,218,191 101,243,703
31,802,479 12,804,641

(478,720) 1,139,908
(2,817,303 (2,856,449
28,506,456 11,088,100
50,724,647 112,331,803

Director
O
50
o




Annual Report 2017 )

CONSOLIDATED CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2017

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation

Adjustments for non-cash items:

Dividend income

Gain on sale of investments

Change in fair value of investments at fair
value through profit or loss

Share of profit of Associated Companies

Operating loss before working capital changes
Working capital changes

(Decrease) / increase in accrued and other liabilities
Cash used in operations

Taxes paid

Net cash used in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Short term investments acquired

Short term investments redeemed

Advance return for capital work-in-progress
Dividend received

Net cash generated from investing activities
CASH USED IN FINANCING ACTIVITIES
Dividend paid

Net increase / (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

The annexed notes 1 to 20 form an integral part of these consolidated financial statements.

Chief Executive

SFL LIMITED AND ITS SUBSIDIARY

2017 2016
Rupees Rupees
29,469,616 108,534,810
(1,380,510 (160,000

(718,617) (1,591,362

6,462,778 (483,814

(35,808,266) | (110,740,510
(31,444,615) (112,975,686)
(1,974,999) (4,440,876)
(1,294,932) 1,476,607
(3,269,931) (2,964,269)
(5,951,508) (8,423,832)
(9,221,439)  (11,388,101)
(46,598,602 (43,966,545
23,463,727 60,735,276
14,789,708 -
46,052,764 39,451,901
37,707,597 56,220,632
(20,007,279)  (49,939,434)

8,478,879 (5,106,903)

3,141,336 8,248,239
11,620,215 3,141,336

Director
O
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2017

Reserves
Share of
unre.alised ui':eaz:ﬁszfd U
ain on . nappro-
Srae | fesere | st || S99 || s ||t Tota
de-merger ||, sale instruments of total profit
mvestmgnts of Associated
Assoclafed Companies
Companies
Rupees
Balance as at July 1, 2015 200,914,500 165,340,500 20,287,341 362,631 185,990,472 2,523,263,081 2,910,168,053
Transaction with owners,
recognised directly in equity
Cash dividend for the year ended
June 30, 2015 at the rate
of Rs.2.50 per share - - - - - (50,228,625)  (50,228,625)
Total comprehensive income
for the year
Profit after taxation - - - - - 101,243,703 101,243,703
Other comprehensive income / (loss) - - 12,804,641 1,139,908 13,944,549 (2,856,449) 11,088,100
- - 12,804,641 1,139,908 13,944,549 98,387,254 112,331,803
Effect of items directly credited in equity
by the Associated Companies - - - - - (4,737,028) (4,737,028)
Balance as at June 30, 2016 200,914,500 165,340,500 33,091,982 1,502,539 199,935,021 2,566,684,682 2,967,534,203
Transaction with owners,
recognised directly in equity
Cash dividend for the year ended
June 30, 2016 at the rate
of Re.1.00 per share - - - - - (20,091,450)  (20,091,450)
Total comprehensive income
for the year
Profit after taxation - - - - - 22,218,191 22,218,191
Other comprehensive income / (loss) - - 31,802,479 (478,720) 31,323,759 (2,817,303) 28,506,456
- - 31,802,479 (478,720) 31,323,759 19,400,888 50,724,647
Effect of items directly credited in equity
by the Associated Companies - - - - - (67,127,202)  (67,127,202)
Balance as at June 30, 2017 200,914,500 165,340,500 64,894,461 1,023,819 231,258,780 2,498,866,918 2,931,040,198

The annexed notes 1 to 20 form an integral part of these consolidated financial statements.

Chief Executive

Director

SFL LIMITED AND ITS SUBSIDIARY
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1.1

1.2

1.3

21

2.2

FOR THE YEAR ENDED JUNE 30, 2017

THE GROUPAND ITS OPERATIONS

The Group comprises of SFL Limited (the Holding Company) and its wholly owned Subsidiary Company -
SFL Corporation (Private) Limited.

SFL Limited (the Holding Company) was incorporated as public limited company on April 26, 2010 and its
shares has been listed on Pakistan Stock Exchange Limited. The registered office of the Holding Company is
located at 316 - Cotton Exchange Building, I.I. Chundrigar Road, Karachi. The main business of the Holding
Company istoinvestin the shares of Associated Companies and other business as per the Memorandum of
Association of the Holding Company.

SFL Corporation (Private) Limited (the Subsidiary Company) was incorporated as private limited company
in Pakistan on October 4, 2011 under the Companies Ordinance, 1984. The address of its registered office is
307, Cotton Exchange Building, I. I. Chundrigar Road, Karachi. The main business of the Subsidiary
Companyistoinvestinthe shares and other business activities as per Memorandum of Association.

BASIS OF PREPARATION
Statement of compliance

The Companies Act, 2017 has been promulgated with effect from May 31, 2017, however the Securities and
Exchange Commission of Pakistan (SECP) through its Circular # 17 of 2017 dated July 20, 2017, has
directed that the companies whose financial year ends on or before June 30, 2017 shall prepare their
financial statements in accordance with the provisions of the Companies Ordinance, 1984. These
consolidated financial statements have been prepared in accordance with the approved accounting
standards as applicable in Pakistan. Approved accounting standards comprise of such International
Financial Reporting Standards (IFRS) issued by the International Accounting Standards Board as are
notified under the Companies Ordinance, 1984, provisions of and directives issued under the Companies
Ordinance, 1984. In case requirements differ, the provisions of and directives of the Companies Ordinance,
1984 shall prevail.

These consolidated financial statements include the financial statements of Holding Company and its
Subsidiary Company. The Holding Company's direct interest in the Subsidiary Company is 100% as at June
30,2017 and June 30,2016.

Subsidiary is an entity over which the Group has the power to govern the financial and operating policies
generally accompanying a shareholding of more than one half of the voting rights. The existence and effect of
potential voting rights that are currently exercisable or convertible are considered when assessing whether
the Group controls another entity. Further, the Group also considers whether:

-ithas powertodirecttherelevantactivities of the Subsidiary;

-is exposed tovariable returns from the Subsidiary; and

- decision making power allows the Group to affects its variable returns from the Subsidiary.

Subsidiary is fully consolidated from the date on which control is transferred to the Group and is de-

recognized from the date the control ceases.

Inter-company transactions, balances, income and expenses on transactions between group companies
are eliminated. Profits and losses (unrealized) are also eliminated.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

23

2.4

2.5

251

(a)

(b)

(c)

(d)

(e)

FOR THE YEAR ENDED JUNE 30, 2017

Basis of measurement

These consolidated financial statements have been prepared under the historical cost convention except for
investments in mutual funds and listed companies securities which are carried atfair value.

Functional and presentation currency

These consolidated financial statements are presented in Pakistan Rupees, which is also the Group's
functional currency. All financial information presented in Pakistan Rupees has been rounded to the nearest
Rupee except stated otherwise.

New and amended accounting standards

Standards and amendments to approved accounting standards effective in currentyear
New and amended standards mandatory for the first time for the financial year beginning July 1,2016:

Amendments to IAS 1, 'Presentation of financial statements' on the disclosure initiative are applicable to
annual periods beginning on or after January 1,2016. The amendments are made in the context ofthe IASB’s
Disclosure Initiative, which explores how financial statement disclosures can be improved. The
amendments provide clarifications on a number of issues, including: Materiality — an entity should not
aggregate or disaggregate information in a manner that obscures useful information. Where items are
material, sufficient information must be provided to explain the impact on the financial position or
performance. Notes — confirmation that the notes do not need to be presented in a particular order. Other
comprehensive income (OCl) arising from investments accounted for under the equity method — the share of
OCI arising from equity-accounted investments is grouped based on whether the items will or will not
subsequently be reclassified to profitorloss. According to the transitional provisions, the disclosures in IAS 8
regarding the adoption of new standards /accounting policies are notrequired forthese amendments.

IAS 27 (Amendments), ‘Separate financial statements’ are applicable to accounting periods beginning on or
after January 1, 2016. These provide the option to use the equity method to account for investments in
subsidiaries, joint ventures and associatesin their separate financial statements.

Amendments to IAS 38 'Intangible assets' and IAS 16 'Property, plant and equipment' are applicable for
annual periods beginning on or after January 1, 2016 introduce severe restrictions on the use of revenue-
based amortization for intangible assets and explicitly state that revenue-base methods of depreciation
cannot be used for property, plant and equipment. The rebuttable presumption that use of revenue-based
amortization methods for intangible assets is inappropriate can be overcome only when revenue and the
consumption of the economic benefits of the intangible assets are ‘highly correlated’, or when the intangible
assetis expressed as ameasure ofrevenue. The Group's policy is already in line with these amendments.

Amendment to IAS 19 'Employee benefit' as a part of Annual improvements 2014 clarifies that when
determining the discountrate for post-employment benefit obligations, itis the currency that the liabilities are
denominated in that is important and not the country where they arise. The Group's policy is already in line
with thisamendment.

Amendments to IFRS 10, ‘Consolidated financial statements’, IFRS 12, 'Disclosure of interests in other
entities' and IAS 28, ‘Investments in associates and joint ventures’ are applicable on accounting periods
beginning on or after January 01, 2016. These amendments clarify the application of the consolidation
exception forinvestment entities and their subsidiaries.

The other new standards, amendments to approved accounting standards and interpretations that are
mandatory for the financial year beginning on July 1, 2016 are considered not to be relevant or to have any
significanteffecton the Group's financial reporting and operations.
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(a)

(b)

(c)

(d)

(e)

FOR THE YEAR ENDED JUNE 30, 2017

Standards and amendments to approved accounting standards that are not yet effective and have not been
early adopted by the Group

The following new standards and amendments to approved accounting standards are not effective for the
financial yearbeginningon July 1,2016 and have notbeen early adopted by the Group:

IFRS 9, ‘Financial instruments’ is applicable to accounting periods beginning on or after January 1, 2018.
IASB has published the complete version of IFRS 9, ‘Financial instruments’, which replaces the guidance in
IAS 39. This final version includes requirements on the classification and measurement of financial assets
and liabilities; it also includes an expected credit losses model that replaces the incurred loss impairment
model used today. The Group has yet to assess the impact of these changes on its consolidated financial
statements.

IFRS 15, ‘Revenue from contracts with customers’is applicable to accounting periods beginning on or after
January 1,2018. The IASB has issued a new standard for the recognition of revenue. This will replace IAS 18
which covers contracts for goods and services and IAS 11 which covers construction contracts. The new
standard is based on the principle that revenue is recognised when control of a good or service transfersto a
customer —so the notion of control replaces the existing notion of risks and rewards. The standard permits a
modified retrospective approach for the adoption. Under this approach entities will recognise transitional
adjustments in retained earnings on the date of initial application, i.e. without restating the comparative
period. They will only need to apply the new rules to contracts that are not completed as of the date of initial
application. The Group yetto assess the impact of this standard oniits financial statements.

IFRS 16, ‘Leases' is applicable on accounting periods beginning on or after January 1, 2019. IFRS 16 will
affect primarily the accounting by lessees and will result in the recognition of almost all leases on balance
sheet. The standard removes the current distinction between operating and financing leases and requires
recognition of an asset (the right to use the leased item) and a financial liability to pay rentals for virtually all
lease contracts. An optional exemption exists for short-term and low-value leases. The accounting by
lessors will not significantly change. Some differences may arise as a result of the new guidance on the
definition of a lease. Under IFRS 16, a contract is, or contains, a lease if the contract conveys the right to
control the use of an identified asset for a period of time in exchange for consideration. This IFRS is under
consideration of the relevant Committee of the Institute of Chartered Accountants of Pakistan. The standard
notlikely to have materialimpact on the Group’s consolidated financial statements.

Amendments to IAS 7, ‘Statement of cash flows’ are applicable for annual periods beginning on or after
January 1,2017. The amendment requires disclosures that enable users of financial statements to evaluate
changesinliabilities arising from financing activities, including both changes arising from cash flow and non-
cash changes. The amendments are not likely to have material impact on the Group’s consolidated financial
statements.

Annual improvements 2016 applicable for annual periods beginning on or after January 1, 2017. These
amendments include changes from the 2014-2016 cycle of annual improvements project that mainly affect
following standards:

(i) Amendmentto IFRS 12 'Disclosure of Interest in Other Entities', clarifies the scope of IFRS 12 i.e. the
disclosure requirements for interests in other entities also applicable to interests that are classified as
held for sale or distributionin accordance with IFRS 5.

(i) Amendment to IAS 28 'Investment in Associates and Joint Ventures' clarifies that a venture capital
organisation, or other similar qualifying entity, may elect to measure its investments in an associate or
joint venture at fair value through profit or loss. This election can be made on an investment-by-
investment basis. Further, a non-investment entity investor while applying equity method on its
associate / joint venture investment may elect to retain the fair value accounting applied by its
investment entity associate / joint venture to their subsidiaries. This election can be made separately
foreachinvestmententity associate orjointventure.

I
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3.1

3.2

(a)

(b)

FOR THE YEAR ENDED JUNE 30, 2017

There are number of other standards, amendments and interpretations to the approved accounting
standards that are not yet effective and are also not relevant to the Group and therefore, have not been
presented here.

Use of estimates and judgements

The preparation of consolidated financial statements in conformity with approved accounting standards
requires management to make judgements, estimates and assumptions that affect the application of
accounting policies and the reported amounts of assets, liabilities, income and expenses. Actual results may
differ fromthese estimates.

Estimates and underlying assumptions are reviewed on an on-going basis. Revisions to accounting
estimates arerecognisedinthe period in which the estimate isrevised and in any future periods affected.

The areas where various assumptions and estimates are significant to the Group's financial statements or
where judgementwas exercised in application of accounting policies are as follows:

-fairvalue ofinvestments: and
- provision for taxation.
SIGNIFICANTACCOUNTING POLICIES

The significant accounting policies adopted in the preparation of these consolidated financial statements
are set-outbelow. These policies have been consistently applied to allthe years presented.

Investment property

Investment property is held for long term rental yields / capital appreciation. Investment property of the
Group comprises of freehold land and is valued using the cost model. Cost of investment property consists of
historical costand otherdirectly attributable cost.

Investments
Investments of the Group are classified into the following categories:
Investments in equity instruments of Associated Companies

Investments in Associated Companies are accounted for using the equity method of accounting. Under the
equity method, the investments are initially recognised at cost, and the carrying amounts are increased or
decreased torecognise the Company's share of profit or loss of the Investee after the date of acquisition.

The Company’s share of post acquisition profit or loss is recognised in the profit and loss account, and its
share of post acquisition movements in other comprehensive income is recognised in other comprehensive
income with the corresponding adjustment to the carrying amount of the investment. When the Company's
share of losses in Associates equals or exceeds its interest in the Associates the Company does not
recognise furtherlosses, unlessithasincurred legal or constructive obligations or made payments on behalf
ofthe Associates.

The Company determines at each reporting date whether there is any objective evidence that the
investments in the Associates are impaired. If this is the case, the Company calculates the amount of

impairment as the difference between the recoverable amount of the Associates and its carrying values and
recognises the amountadjacentto share of profit/loss of Associates in the profitand loss account.

Held-to-maturity

Investments with fixed maturity, where the management has both the intent and the ability to hold the

SFL LIMITED AND ITS SUBSIDIARY \56




Annual Report 2017 )

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(c)

3.3

3.4

3.5

3.6

3.7

3.8

FOR THE YEAR ENDED JUNE 30, 2017

investments to maturity, are classified as held-to-maturity.

Subsequent to initial recognition at cost, these investments are measured at amortised cost less any
accumulated impairment losses. Amortised cost is calculated taking into account any discount or premium
onacquisition by using the effective interestrate method.

Atfairvalue through profitorloss

Investments which are acquired principally for the purpose of selling in the near term or the investments that
are part of a portfolio of financial instruments exhibiting short term profit taking are classified as investments
atfair value through profit or loss. All transaction costs are recognised directly in consolidated profit and loss
account. These are stated at fair value with any resulting gains or losses recognised directly in the
consolidated profitand loss account.

Cashand cashequivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the purposes of the cash flow
statement, cash and cash equivalents comprise of cash in hand and bank balances.

Equity instruments
These arerecorded attheirface value.
Accrued and other liabilities

These are carried at cost which is the fair value of the consideration to be paid in future for services.

Taxation -current

Provision for current taxation is based on taxable income for the year at the current rates of taxation after
takinginto accounttax credits and tax rebates available, ifany.

Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result of past
events anditis 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. Provisions are reviewed at each
reporting date and adjusted toreflectthe currentbest estimate.

Financial assets and liabilities

Financial assets and financial liabilities are recognised at the time when the Group becomes a party to the
contractual provisions of the instrument and derecognised when the Group loses control of contractual rights
that comprise the financial assets and in the case of financial liabilities when the obligation specified in the
contract is discharged, cancelled or expired. Any gain or loss on derecognition of financial assets and
financial liabilities isincluded in the profitand loss account for the year.

Financial instruments carried on the balance sheet includes long term deposit, short term investments,
dividend receivable, cash & bank balances and accrued & other liabilities. All financial assets and liabilities
are initially measured at cost, which is the fair value of consideration given and received respectively. These
financial assets and liabilities are subsequently measured at fair value, amortised cost or cost as the case
may be. The particular recognition methods adopted are disclosed in the individual policy statements
associated with each item.
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3.1

3.12

41

FOR THE YEAR ENDED JUNE 30, 2017

Off setting of financial instruments

Financial assets and liabilities are offset and the net amount reported in the balance sheet when there is a
legally enforceable right to offset the recognised amounts and there is an intention to settle on a net basis or
realise the asset and settle the liability simultaneously. The legally enforceable right must not be contingent
on future events and must be enforceable in the normal course of business and in the event of default,
insolvency or bankruptcy of the counter party.

Revenuerecognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and
the amount of revenue can be measured reliably. Revenue is measured at the fair value of consideration
received or receivable on the following basis:

-dividend income from investments is recognised when the Group's right to receive dividend is established;
and

-returnoninvestmentsis recognised on'accrual basis'.
Earnings pershare

The Group present basic earnings per share (EPS) data for its ordinary shares. Basic EPS is calculated by
dividing the profit after tax attributable to ordinary shareholders of the Group by the weighted average
numbers of ordinary shares outstanding during the year.

Segmentreporting

Segmentinformationis presented on the same basis as that used forinternal reporting purposes by the Chief
Operating Decision Maker, who is responsible for allocating resources and assessing performance of the
operating segments. On the basis of its internal reporting structure, the Group considers itself to be a single
reportable segment.

INVESTMENT PROPERTY 2017 2016
Note Rupees Rupees
Freehold land - cost 41 73,313,292 73,313,292
Capital work-in-progress - 14,789,708
73,313,292 88,103,000

The Holding Company during the year ended June 30, 2015, acquired land measuring 54 Kanals and 1 Marla,
situated at Lahore Cantt, District Lahore.

In the opinion of the directors, the market value of investment property at the reporting date has not changed
materially since its acquisition date.
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5. LONG TERM INVESTMENTS
Associated Companies - Equity method
-- Equity held -- --- Carrying value ---
Name of entity Note 2017 2016 2017 2016
Rupees Rupees
Unquoted
Sapphire Finishing Mills Limited (SFML) 5.1 28.05% 28.05% 1,210,065,085 1,124,450,071
Sapphire Dairies (Private) Limited (SDL) 52 6.36% 6.67% 67,968,406 68,688,888
Diamond Fabrics Limited (DFL) 5.3 30.69% 30.69% 1,189,137,156 1,214,208,640
Amer Cotton Mills (Private) Limited (ACML) 54 8.40% 8.40% 107,607,891 216,065,380
Amer Tex (Private) Limited (ATL) 5.5 14.41% 14.41% 122,577,573 132,193,218
Quoted
Reliance Cotton Spinning Mills
Limited (RCSML) 5.6 5.42% 5.42% 116,771,640 106,368,547
2,814,127,751 2,861,974,744

5.1 SFML was incorporated in Pakistan on July 25, 2000 as a public limited company. SFML is principally
engaged in processing, dyeing, finishing of fabric and stitching of garments.

5.2 SDL was incorporated in Pakistan as a private limited company on January 31, 2008 . The principal business
of SDL is to produce and sale of milk and milk products. SDL is an associate of the Group due to common
directorship.

5.3 DFL was incorporated in Pakistan as a private limited company on February 10, 1988 and later on converted
into public limited company on October 8, 1988. The principal business of DFL is to manufacture and sale of
cloth.

5.4
ACML was incorporated in Pakistan as a private limited company on December 19, 1985 . It is principally
engaged in manufacturing and sale of yarn. ACML is an associate of the Group due to common directorship.

5.5 ATL is a limited liability company incorporated in Pakistan on April 21, 2010 and registered under the
Companies Ordinance, 1984. The main business of ATL is to invest in the shares of associated companies
and other business as per memorandum of association. ATL is an associate of the Group due to common
directorship.

5.6 RCSML was incorporated in Pakistan on June 13, 1990 as a public limited company under the Companies
Ordinance, 1984 and is listed on Pakistan Stock Exchange Limited. The principal activity of RSCML is
manufacturing and sale of yarn. RCSML is an associate of the Group due to common directorship. Fair value
of RCML as at June 30, 2017 is Rs.73.573 million (2016: Rs.45.836 million).

O

SFL LIMITED AND ITS SUBSIDIARY \59




Annual Report 2017 )

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2017

5.7

Reconciliation and summarised financial information of associates

The table below presented the reconciliation and financial information of associates as at June 30,2017.
Financial statements have been amended to reflect adjustments made by the entity when using the equity

method.

For the year ended June 30, 2017

SFML SDL DFL ACML ATL RCSML
Rupees
Reconciliation to carrying amount
Opening net assets 4,008,474,466 1,030,333,322 4,031,905,049 1,204,082,494 917,334,265 1,963,242,219
Profit / (loss) for the year 249,604,728  (11,775,107) (152,157,644) 20,730,741 (6,385,736) 228,994,025
Other comprehensive income / (loss) 177,794,947 (483,270) 3,429,102 59,740,803 - 57,808,725
Other adjustment (2,818,065) 50,000,000 (8,135,336)  (3,507,716) . (43,333,070)
Dividend paid (119,600,000) . - - (60,335902) (51,460,000)
Closing net assets 4,313,456,076 1,068,074,945 3,875,041,171 1,281,046,322 850,612,627 2,155,251,899
Company's share (Percentage) 28.05% 6.36% 30.69% 8.40% 14.41% 5.42%
Company's share 1,210,065,085 67,968,406 1,189,137,156 107,607,891 122,577,573 116,771,640
As at June 30, 2017
SFML SDL DFL ACML ATL RCSML
Rupees
Summarised Balance Sheet
Non current assets 6,272,211,200 1,092,296,098 8,111,840,426 1,667,296,907 794,391,633 2,154,720,053

Current assets 6,790,065,377 305,710,651 5,473,900,292 2,094,786,634 56,306,929 1,529,155,658
13,062,276,577 1,398,006,749 13,585,740,718 3,762,083,541 850,698,562 3,683,875,711
Non current liabilities 2,151,915,957| 160,542,118 | 4,525,326,435| 344,911,862 - 220,150,447
Current liabilities 6,596,904,544| 169,389,686 | 5,185,373,112| 2,136,125,357 85,935 | 1,308,473,365
8,748,820,501 329,931,804 9,710,699,547 2,481,037,219 85,935 1,528,623,812
Net asset 4,313,456,076 1,068,074,945 3,875,041,171 1,281,046,322 850,612,627 2,155,251,899
For the year ended June 30, 2017
SFML SDL DFL ACML ATL RCSML
Rupees
Summarised Profit and Loss Account

Revenue 14,823,569,969 620,643,003 13,599,375,011 4,982,063,879 129,455,304 3,570,713,354
Profit / (loss) after tax 249,604,728  (11,775,107) (152,157,644) 20,730,741 (6,385,736) 228,994,025
Other comprehensive income / (loss) 177,794,947 (483,270) 3,429,102 59,740,803 - 57,808,725
Total comprehensive income / (loss) 427,399,675  (12,258,377) (148,728,542) 80,471,544 (6,385,736) 286,802,750
Dividend received from associates 33,551,700 - - - 8,694,708 2,788,105
 \
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6. SHORT TERM INVESTMENTS
- at fair value through profit or loss
2017 2016 2017 2016
- (Number of units / shares) - Rupees Rupees
Mutual funds
41,401.01 - MCB Pakistan Stock
Market Fund 4,243,674 -
- 197,114.3474 HBL Income Fund - 20,912,610
Listed companies
- 50,000 Altern Energy Limited - 1,832,500
240,000 - Aisha Steel Mills Limited 4,881,600 -
61,500 - Banklslami Pakistan
Limited 817,950 -
30,000 - Engro Corporation Limited 9,777,300 -
200,000 - Engro Fertilizers Limited 11,048,000 -
35,000 - Habib Bank Limited 9,419,900 -
20,000 20,000 The Hub Power Company
Limited 2,348,600 2,401,200
42,537,024 25,146,310
7. CASH AND BANK BALANCES 2017 2016
Rupees Rupees
Cash in hand 3,800 4,850
Cash at bank in current accounts 11,616,415 3,136,486
11,620,215 3,141,336
8. SHARE CAPITAL
2017 2016
--- Number of shares --- Authorised capital
20,200,000 20,200,000 Ordinary shares of Rs.10 each 202,000,000 202,000,000
Issued, subscribed and
paid-up capital
10,000 10,000 Ordinary shares of Rs.10 each,
fully paid in cash 100,000 100,000
19,687,500 19,687,500 Ordinary shares of Rs.10 each,
issued in pursuant to the scheme
of arrangements for de-merger 196,875,000 196,875,000
393,950 393,950 Ordinary shares of Rs.10 each,
issued as fully paid bonus shares 3,939,500 3,939,500
20,091,450 20,091,450 200,914,500 200,914,500
 \
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8.1 Ordinary shares held by the related parties
as at June 30,

Sapphire Fibres Limited

Sapphire Textile Mills Limited

Neelum Textile Mills (Private) Limited
Sapphire Agencies (Private) Limited
Crystal Enterprises (Private) Limited
Sapphire Power Generation Limited
Salman Ismail (SMC-Pvt.) Limited
Reliance Cotton Spinning Mills Limited
Sapphire Holding Limited

Amer Tex (Private) Limited

9. ACCRUED AND OTHER LIABILITIES

Accrued liabilities
Audit fee

Unclaimed dividend

9.1

2017 2016

-- Number of shares --
10,199 10,199
147 147
2,812,130 2,812,130
602,863 602,863
5,518 5,518
64,534 64,534
21,514 21,514
401,570 401,570
3,001,087 3,001,087
2,489,946 2,489,946
9,409,508 9,409,508

2017 2016
Rupees Rupees

262,075 1,572,007
355,375 340,375
440,062 355,891
1,057,512 2,268,273

During the year ended June 30, 2015, the Governmentof Sindh promulgated Sindh Workers Welfare Fund
Act, 2014 (the Act) thereby repealing the Workers Welfare Ordinance, 1971 (the Ordinance) in its application
to the province of Sindh. As per the Act, every industrial establishment located in province of Sindh whose
total income for any year of account commencing on or after December 31, 2013, is not less than Rs.500 is
required to pay a sum equal to 2% of total income to the Sindh RevenueBoard. However, the management is
of the view that the Company does not classify as an "industrial establishment" as define under clause 2(g) of
the Act and accordingly is not liable for workers' welfare fund under the Act. Accordingly, no charge for
current and prior years, in respect of workers' welfare fund, has been recognised.
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10.

1.

12.

121

12.2

CONTINGENCIES AND COMMITMENTS

There was no known contingency and commitment as at June 30, 2017 and June 30, 2016.

ADMINISTRATIVE EXPENSES

Legal and professional charges
Directors’ fee

Fee and subscription
Professional tax

Printing and stationery
Auditors' remuneration
Advertisement

CDC annual fee

Stamp duty and postage
Bank charges

Provincial sales taxes

Others

Auditors' remuneration
ShineWing Hameed Chaudhri & Co.

- audit fee

- half yearly review

- review of Code of Corporate Governance
Mushtaq & Co.

- audit fee

TAXATION
Current year

Deferred taxation

2017 2016
Note Rupees Rupees
382,584 3,015,300
40,000 50,000
666,391 512,088
110,000 110,000
137,871 119,187
11.1 280,375 280,375
69,225 47,100
160,000 100,000
33,433 32,568
5,480 1,677
60,006 150,830
29,634 21,751
1,974,999 4,440,876
165,375 165,375
65,000 65,000
35,000 35,000
15,000 15,000
280,375 280,375
5,951,039 5,324,335
1,300,386 1,966,772
7,251,425 7,291,107

No numeric tax rate reconciliation for the year is given in these consolidated financial statements, as
provision made for the current year mainly represents tax charged under section 5 of the Income Tax

Ordinance, 2001 (the Ordinance).

Income tax assessments of the Holding Company have been completed up to the Tax Year 2016; the return
for the said year has not been taken-up for audit till June 30, 2017.
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14.
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(a)

FOR THE YEAR ENDED JUNE 30, 2017

Section 5A of the Income Tax Ordinance, 2001 imposes tax at the rate of 7.5% on every public company
other than a scheduled bank or modaraba, that derives profits for tax a year but does not distribute 40% of
profits either through cash dividend or issuance of bonus shares within six months of the end of said tax
year.

The Board of Directors in their meeting held on September 28, 2017 has distributed sufficient cash dividend
for the year ended June 30, 2017 (refer note 19) which complies with the above-stated requirements.
Accordingly, no provision for tax on profits has been recognised in these financial statements for the year
ended June 30, 2017.

EARNINGS PER SHARE 2017 2016
Rupees Rupees
Net profit for the year 22,218,191 101,243,703

--- Number of shares ---
Weighted average ordinary shares

in issue during the year 20,091,450 20,091,450

Rupees Rupees

Basic earnings per share 1.1 5.04

There is no dilutive effect on the basic earnings per share of the Group.

FINANCIAL RISK MANAGEMENT

Financial risk factors

The Group has exposures to the following risks from its use of financial instruments:

- Credit risk; - Liquidity risk; and - Market risk.

The Board of Directors has overall responsibility for the establishment and oversight of the Group’s risk

management framework. The Board is also responsible for developing and monitoring the Group's risk
management framework.

The Group's overall risk management program focuses on having cost effective funding as well as to manage
financial risk to minimize earnings volatility and provide maximum return to shareholders.

Credit risk

Credit risk represents the accounting loss that would be recognised at the reporting date if counterparties fail
completely to performas contracted. Credit risk mainly arises from long term deposit, short term investments
and deposits with banks.

The credit risk on liquid funds maintained with banks and investments in mutual funds & listed companies
securities is limited as such banks, funds and companies enjoy reasonably high credit rating. Accordingly,
management does not expect any counter party to fail in meeting their obligations.

The maximum exposure to credit risk at the end of the reporting period is as follows:
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The maximum exposure to credit risk at the end of the reporting period is as follows:

2017 2016
Rupees Rupees
Long term deposit 37,500 37,500
Short term investments 42,537,024 25,146,310
Dividend receivable 362,259 -
Bank balances 11,616,415 3,136,486
54,553,198 28,320,296

Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due. The
Group's approach to managing liquidity is to ensure as far as possible to always have sufficient liquidity to
meet its liabilities when due. The Group is not materially exposed to liquidity risk as all obligations of the
Group are short term in nature and are restricted to the extent of available liquidity. As at reporting date,
accrued and other liabilities are the only financial liability of the Group that are due within next twelve months.

Market risk

Market risk is the risk that changes in market price, such as foreign exchange rates, interest rates and equity
prices will affect the Group's income or the value of its holdings of financial instruments.

Foreign exchange risk

Foreign exchange risk mainly arises where receivables and payables exist due to transactions with foreign
undertakings. The Group is not exposed to foreign exchange risk as it does not have any foreign currency
receivables or payables.

Interest rate risk

Interest rate risk is the risk that fair value or future cash flows of a financial instruments will fluctuate because
of changes in market interest rates.

As the Group has no significant interest bearing assets and liabilities the Group's income and operating cash
flows are substantially independent of changes in market interest rates.

Price risk

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 foreign exchange risk or interest rate risk), whether
those changes are caused by factors specific to the individual financial instrument or its issuer, or factors
effecting all similar financial instruments traded in the market.
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The Group's investments in mutual fund and listed securities amounting to Rs.42,537,024
(2016: Rs.25,146,310) are exposed to price risk due to changes in fair value of such funds
and listed companies.

A change of 1% in fair value of mutual funds and of shares at the reporting date would have
increased / (decreased) profit before taxation for the year and investments by the amounts
shown below.

2017 2016
Rupees Rupees
Effect on profit before taxation 425,370 251,463
Effect on investments 425,370 251,463

Fair value measurement of financial instruments

Fair value is the price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the measurement date. Underlying the
definition of fair value is the presumption that the Group is going concern and there is no
intention or requirement to curtail materially the scale of its operation or to undertake a
transaction on adverse terms.

The carrying values of all financial assets and liabilities reflected in the financial statements
are a reasonable approximation of their fair values.

The table below analyses financial instruments carried at fair value, by valuation method.
The different levels have been defined as follows:

- Quoted prices (unadjusted) in active markets for identical assets or liabilities [Level 1].
Inputs other than quoted prices included within level 1 that are observable for the asset

- or liability, either directly (that is, as prices) or indirectly (that is, derived from prices)
[Level 2].

- Inputs for the asset or liability that are not based on observable market data (that is,
unobservable inputs) [Level 3].
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The following table presents the Group's financial assets that are measured at fair value at
June 30, 2017 and June 30, 2016.

June 30, 2017

Level 1 Level 2 Level 3 Total
Assets - Recurring fair value measurement ~ =====memeeee-- Rupees --=--s==sneenun
Financial assets at fair value through
profit or loss
Short term investments 42,537,024 - - 42,537,024

June 30, 2016

Level 1 Level 2 Level 3 Total
Assets - Recurring fair value measurement ~ ---m-mmmemeee- Rupees ---------------
Financial assets at fair value through
profit or loss
Short term investments 25,146,310 - - 25,146,310

There were no transfers amongst the levels during the current and preceding year. The
Group’s policy is to recognise transfer into and transfers out of fair value hierarchy levels as
at the end of the reporting periods.

Valuation techniques used to determine fair values

Level 1: The fair value of financialinstruments traded in active markets is based on quoted
market prices at the balance sheet date. A market is regarded as active if quoted prices are
readily and regularly available from an exchange, dealer, broker, industry group, pricing
service, or regulatory agency, and those prices represent actual and regularly occurring
market transactions on an arm’s length basis. These instruments are included in Level 1.

Level 2: The fair value of financial instruments that are not traded in an active market is
determined by using valuationtechniques. These valuationtechniques maximize the use of
observable market data where it is availableand rely as little as possible on entity specific
estimates. If all significant inputs required to fair value an instrument are observable, the
instrument is included in Level 2.

Level 3:Ifone or more of the significantinputs is not based on observable market data, the
instrument is included in Level 3.

There were no other material Level 1, 2 or 3 assets or liabilities during the current and
preceding year.
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20.

FOR THE YEAR ENDED JUNE 30, 2017

Capital risk management

The Group's prime objective when managing capital is to safeguard its ability to continue as a going concern
in order to provide adequate returns for shareholders, benefits for other stakeholders and to maintain an
optimal capital structure to reduce the cost of capital. In order to maintain or adjust the capital structure, the
Group may adjust the amount of dividends paid to the ordinary shareholders.

The capital structure of the Group is equity based with no financing through long term or short term
borrowings at the reporting date.

There was no change in the Group's approach to capital management during the year.

TRANSACTIONS WITH RELATED PARTIES

There are no significant transactions with related parties during the current year except for dividend income
aggregating Rs.45,034,513 (2016: Rs.39,291,901) received from Associated Companies and meeting fees
amounting Rs.40,000 (2016: Rs.50,000) paid to a non-executive director.

OPERATING SEGMENTS

These consolidated financial statements have been prepared on the basis of single reportable segment.
(a) Total revenues of the Group are earned from investments in Pakistan.

(b) All non-current assets of the Group as at June 30, 2017 are located in Pakistan.

REMUNERATION OF CHIEF EXECUTIVE OFFICER, DIRECTORS AND EXECUTIVES

No remuneration has been paid or is payable by the Group on account of remuneration of Chief executive
officer, directors and executives for the year except for meeting fee paid to a non executive director.

NUMBER OF EMPLOYEES

The total and average number of employees as at year end was 4 (2016: 4).

NON-ADJUSTING EVENT AFTER BALANCE SHEET DATE

The Board of Directors of the Holding Company, in their meeting held on September 28, 2017, has
proposed a final cash dividend of Rs. 0.75 (2016: Re.1.00) per share amounting to Rs.
15,068,588(2016: Rs.20,091,450)forthe yearended June 30, 2017. This appropriation will be approved
by the members in the forthcoming Annual General Meeting to be held on October 24, 2017. These
consolidated financial statements do notinclude the effect of this appropriation which will be accounted
forinthe consolidated financial statements forthe yearending June 30,2018.

DATE OF AUTHORIZATION FOR ISSUE

These consolidated financial statements were authorised for issue on September 28 , 2017 by the Board of
Directors of the Holding Company.

Chief Executive Director
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Srorm of Proxy

I/we

Folio No. of

amember(s) of SFL Limited and a holder of Ordinary Shares,
do hereby appoint

of

orfailing him/her

of

a member of SFL Limited, vide Registered Folio No. as my/our Proxy to
act on my/our behalf at 08th Annual General Meeting of the Company to be held on Tuesday

the 24th October, 2017 at 05:00 p.m. at Trading Hall, Cotton Exchange Building, I. I. Chundrigar Road, Karachi
and/ or any adjournment thereof.

Signed this day of 2017
REVENUE
i STAMP OF
Signature RS.5/-

(Signature should agree with the specimen signature registered with the Company)

NOTICE
1. No proxy shall be valid unless it is duly stamped with a revenue stamp of Rs.5/-
2, In the case of Bank or Company, the proxy form must be executed under its Common seal and signed by its
authorized person.
3. Power of attorney or other authority (if any) under which this proxy form is signed then a certified copy of that
power of attorney must be deposited along with this proxy form.
4. This form of proxy duly completed must be deposited at the Registered Office of the Company atleast 48
hours before the time of holding the meeting.
5. In case of CDC account holder :
i) The proxy form shall be witnessed by two persons whose names, addresses and CNIC numbers
shall be mentioned on the form.
i) Attested copies of CNIC or passport of the beneficial owners and the proxy shall be furnished with
the proxy form.
iii) The proxy shall produce his original CNIC or original passport at the time of meeting.
iv) In case of corporate entity, the board of directors’ resolution/power of attorney with specimen

signature of the proxy holder shall be submitted (unless it has been provided earlier) along with
proxy form to the company.

Witness :
Name Name
Address Address
NIC No. NIC No.

.




s SEL N

e ~ e~~~ _——__— __—__——__v ~ e~~~ v —w—w—w—————

e et e ot e ot 2 = = 2 = = e e =t 2 <t et ot 2 = 2 o S
;
’ . 5
e PG e Fe s 1t LS AL S E L
:

.................................................... LA et
e e e e e e e e e e e 3:¢:

7 2
................................................ ,»//Vbuﬁd/;ﬁr/d/uw
.

£2017.124 fne 2 L S Bt B ) 20 u’{);u/rww*&;r/dm/u/
u(rWu"Jl/w//pdei Jﬂﬂf{u&JLJ «¢“£-05:00 =3y

e 2017 )

oBleS

S ——— s B € )
R
____________ e\ \CNIC

L A

_____________________ A3 A Y s S € )
_______________________ CD Qs e g
________________ / ID(LUL;’ZJ/& 1
..................... A5l SO Te ) (o

o SO A E e F bt 2 a8 Bt B LS P o o, sags
BV AOLD
L(ONIO) 0K B2 §F 370l e 1 e e L e F6L il £C D C
_uj/u,/c’u:u"v;fvépGJQK}’}J&J:Q
Kot Ao m WK Fe vl P e e Jpipe Al uiutn £CD C
QU Tt e Ul 1A d T L eI F e 20l A 2561 sl 1D

.




7



~N

BOOK POST

Under Postal Certificate

SFL LIMITED

316, Cotton Exchange Building,
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