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NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION
FOR THE PERIOD ENDED 30 SEPTEMBER 2019 (Unaudited)
1

THE COMPANY AND ITS OPERATIONS
Shield Corporation Limited (the Company) was incorporated on 10 January 1975 as a public limited company in Pakistan
under the Companies Act, 1913 (now Companies Act, 2017) and is quoted on Pakistan Stock Exchange. The registered
office of the Company is situated at office No. 1007, 10th Floor, Business Avenue, Block 6, P.E.C.H.S., Shahrah-e-Faisal,
Karachi.
The manufacturing facility of the Company is located at Landhi Industrial Area, Karachi. The Company started its
commercial production on 26 November 1975 and is mainly engaged in the manufacturing, trading and sales of oral care
and baby care products.

2

BASIS OF PREPARATION

2.1

This condensed interim financial information of the Company for the three months period ended 30 September 2019 has
been prepared in accordance with the requirements of the International Accounting Standards 34 "Interim Financial
Reporting" and Islamic Financial Accounting Standards (IFASs) issued by Institute of Chartered Accountant of
Pakistan and provisions of and directives issued under the Companies Act, 2017. In case requirements differ, the
provisions of and directives of the Companies Act, 2017, have been followed.

2.2

This condensed interim financial information of the Company does not include all of the information required for annual
financial statements and should be read in conjunction with the annual financial statements of the Company as at and
for the year ended 30 June 2019. However, selected explanatory notes are included to explain events and transactions
that are significant to an understanding of the changes in the Company’s financial position and performance since the
last annual financial statements.

2.3

This condensed interim financial information comprises of the condensed interim statement of financial position as at
September 30, 2019 and the condensed interim statement of profit or loss, the condensed interim other comprehensive
income, the condensed interim statement of changes in equity, the condensed interim statement of cash flows and notes
thereto for the three months period then ended.

2.4

The comparative condensed interim statement of financial position as at June 30, 2019 , presented in this condensed
interim financial information, has been extracted from the annual audited financial statements of the Company for the
year ended June 30,2019, whereas, the comparative condensed interim statement of profit or loss and other
comprehensive income, condensed interim statement of cash flows and condensed interim statement of changes in
equity together with the notes thereto for the period ended September 30, 2018 have been extracted from the condensed
interim financial statements of the Company for the three months period then ended.

2.5

This condensed interim financial information is presented in Pakistan Rupees, which is the Company's functional
currency.

2.6

This condensed interim financial information is being submitted to the shareholders as required by listing regulations of
Pakistan Stock Exchange vide section 237 of the Companies Act, 2017.

3

SIGNIFICANT ACCOUNTING POLICIES

3.1

The accounting policies and the methods of computation adopted in the preparation of this condensed interim financial
information are the same as those applied in the preparation of audited annual financial statements of the Company as at
and for the year ended 30 June 2019 except for the adoption of new standard effective as of 01 January 2019 as stated
below:

3.2

Change in Significant Accounting Policy
The following international Financial Reporting Standards (IFRS Standards) as notified under the Companies Act, 2017
and the amendments and interpretations thereto will be effective for accounting periods beginning on or after 01
January 2019.
-

IFRIC 23 ‘Uncertainty over Income Tax Treatments’ (effective for annual periods beginning on or after 01 January
2019) clarifies the accounting for income tax when there is uncertainty over income tax treatments under IAS 12.
The interpretation requires the uncertainty over tax treatment be reflected in the measurement of current and
deferred tax. The application of interpretation is not likely to have an impact on the Company’s condensed interim
financial information.

-

IFRS 9 and amendment – Prepayment Features with Negative Compensation (effective for reporting period / year
ending on or after 30 June 2019 and for annual periods beginning on or after 01 January 2019 respectively). IFRS 9
replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 9 includes
revised guidance on the classification and measurement of financial instruments, a new expected credit loss model
for calculating impairment on financial assets, and new general hedge accounting requirements. It also carries
forward the guidance on recognition and derecognition of financial instruments from IAS 39.

3.3

-

IFRS 16 ‘Leases’ (effective for annual period beginning on or after 01 January 2019). IFRS 16 replaces existing
leasing guidance, including IAS 17 ‘Leases’, IFRIC 4 ‘Determining whether an Arrangement contains a Lease’, SIC15 ‘Operating Leases- Incentives’ and SIC-27 ‘Evaluating the Substance of Transactions Involving the Legal Form
of a Lease’. IFRS 16 introduces a single, on-balance sheet lease accounting model for lessees. A lessee recognizes a
right-of-use asset representing its right to use the underlying asset and a lease liability representing its obligation to
make lease payments. There are recognition exemptions for short-term leases and leases of low-value items. Lessor
accounting remains similar to the current standard i.e. lessors continue to classify leases as finance or operating
leases. The Company is currently in the process of analyzing the potential impact of its lease arrangements that will
result in recognition of right to use assets and liabilities on adoption of the standard.

-

Amendment to IAS 28 ‘Investments in Associates and Joint Ventures’ - Long Term Interests in Associates and
Joint Ventures (effective for annual period beginning on or after 01 January 2019). The amendment will affect
companies that finance such entities with preference shares or with loans for which repayment is not expected in the
foreseeable future (referred to as long-term interests or ‘LTI’). The amendment and accompanying example state that
LTI are in the scope of both IFRS 9 and IAS 28 and explain the annual sequence in which both standards are to be
applied. The amendments are not likely to have an impact on the Company’s condensed interim financial
information.

-

Amendments to IAS 19 ‘Employee Benefits’- Plan Amendment, Curtailment or Settlement (effective for annual
periods beginning on or after 01 January 2019). The amendments clarify that on amendment, curtailment or
settlement of a defined benefit plan, a company now uses updated actuarial assumptions to determine its current
service cost and net interest for the period; and the effect of the asset ceiling is disregarded when calculating the
gain or loss on any settlement of the plan and is dealt with separately in other comprehensive income. The
application of amendments is not likely to have an impact on the Company’s condensed interim financial
information.

Standards, interpretations and amendments to published approved accounting standards that are not yet effective
The following International Financial Reporting Standards (IFRS Standards) as notified under the Companies Act, 2017
and the amendments and interpretations thereto will be effective for accounting periods beginning on or after 01 January
2020:
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-

Amendment to IFRS 3 ‘Business Combinations’ – Definition of a Business (effective for business combinations for
which the acquisition date is on or after the beginning of annual period beginning on or after 01 January 2020). The
IASB has issued amendments aiming to resolve the difficulties that arise when an entity determines whether it has
acquired a business or a group of assets. The amendments clarify that to be considered a business, an acquired set
of activities and assets must include, at a minimum, an input and a substantive process that together significantly
contribute to the ability to create outputs. The amendments include an election to use a concentration test. The
standard is effective for transactions in the future and therefore would not have an impact on past financial
statements.

-

Amendments to IAS 1 Presentation of Financial Statements and IAS 8 Accounting Policies, Changes in Accounting
Estimates and Errors (effective for annual periods beginning on or after 01 January 2020). The amendments are
intended to make the definition of material in IAS 1 easier to understand and are not intended to alter the underlying
concept of materiality in IFRS Standards. In addition, the IASB has also issued guidance on how to make materiality
judgements when preparing their general purpose financial statements in accordance with IFRS Standards.

USE OF ESTIMATES AND JUDGEMENTS
The preparation of this condensed interim financial information requires management to make judgments, estimates and
assumptions that affect the application of accounting policies and the reporting amounts of assets and liabilities, income
and expenses. Actual results may differ from these estimates. Estimates and judgements made by the management in the
preparation of this condensed interim financial information are the same as those that were applied to the annual financial
statements of the Company as at and for the year ended 30 June 2019.

Note
5

Unaudited
Audited
30 September
30 June
2019
2019
(Rupees)

PROPERTY, PLANT & EQUIPMENT
Operating fixed assets
Capital work in progress

5.1
5.2

687,045,158
95,459,428

597,427,238
10,438,519

782,504,586

607,865,757

5.1

Following are the cost of operating fixed assets added and disposed off during the period ended:
Unaudited
Unaudited
30 September 2019
30 September 2018
Disposals
Disposals
Additions
Additions
(at net book
(at net book
(at cost)
(at cost)
value)
value)
--------------------------------------- (Rupees) --------------------------------------Plant and machinery
Furniture & fixtures
Office equipments
Computer equipments

5.2

101,064,770
1,373,250
556,702
102,994,722

191,232
136,519
116,157
443,908

6,799,166
3,230,268
31,000
10,060,434

14,283
13,262
27,545

Capital work in progress
Additions include transfers from capital work-in-progress aggregating to Rs. 89.78 million (30 June 2018: Rs. 3.64 million).
Unaudited
Audited
30 September
30 June
2019
2019
(Rupees)

6

STOCK-IN-TRADE
Manufacturing:
Raw and packing materials
- in hand
- in transit
Work-in-process
Finished goods
Trading:
- in hand
- in transit

6.1
6.2

225,614,380
6,268,100
231,882,480

266,400,674
28,560,663
294,961,337

25,753,037
72,655,312

19,439,910
54,395,435

25,706,702
8,398,737
364,396,268

23,520,461
392,317,143

6.1

This includes finished goods with cost of Rs. 3.27 million which are being carried at their net realizable value of Rs. 2.52
million.

6.2

This includes trading goods with cost of Rs. 15.55 million which are being carried at their net realizable value of Rs. 12.12
million.

7

TRADE RECEIVABLES
Related parties - unsecured
Premier Agencies
Pharmevo (Private) Limited
Scitech Health (Private) Limited
Memon Medical Institute
Unsecured
Considered good
Considered doubtful
Provision for doubtful trade receivables

8

23,557,854
132,298
92,633
23,782,785

11,828,604
899,964
1,002,154
106,976
13,837,698

30,142,301
(7,915,401)
22,226,900

9,136,575
7,915,401
(7,915,401)
9,136,575

46,009,685

22,974,273

23,023,400
1,578,997
3,796,834
4,492,011
32,891,242

5,154,800
1,543,997
192,368
7,591,552
14,482,717

TRADE DEPOSITS, PREPAYMENTS AND OTHER RECEIVABLES
LC margin
Security deposits
Prepayments
Sales tax

Note
9

CASH AND BANK BALANCES
Cash in hand
Local currency
Foreign currency

215,570
562,665
778,235

With banks - in current accounts
10

Unaudited
Audited
30 September
30 June
2019
2019
(Rupees)

139,065
578,555
717,620

469,909

826,362

1,248,144

1,543,982

55,000,000

LONG TERM FINANCING - SECURED
Diminishing musharakah arrangements
Installment Repayment
payable
period

Profit
rate

Bank Al-Habib Limited Islamic banking

Quarterly

2017-21

0.50% above
6 months KIBOR

10.1

49,500,000

Bank Al-Habib Limited Islamic banking

Quarterly

2019-24

0.75% above
6 months KIBOR

10.1

45,836,010

-

Bank Al-Habib Limited Islamic banking

Quarterly

2019-24

1% above
6 months KIBOR

10.1

80,811,619

-

Meezan Bank Limited

Quarterly

2019-20

1% above
3 months KIBOR

10.2

9,881,966

12,352,457

Meezan Bank Limited

Quarterly

2019-21

1% above
3 months KIBOR

10.2

6,566,264

7,660,642

Meezan Bank Limited

Quarterly

2019-24

1% above
3 months KIBOR

10.2

7,962,266

8,404,614

Meezan Bank Limited

Quarterly

2019-24

1% above
3 months KIBOR

10.2

17,288,235

Meezan Bank Limited

Quarterly

2019-24

1.2% above
3 months KIBOR

10.3

97,224,911

102,342,012

315,071,271

185,759,725

Less: Current portion shown under current liabilities
Bank Al-Habib Limited - Islamic banking
Meezan Bank Limited

-

10.1

(28,875,402)

(55,000,000)

10.2 & 10.3

(39,954,917)

(36,497,270)

(68,830,319)

(91,497,270)

246,240,952

94,262,455

10.1

The Company has a long term loan arrangement with Bank Al-Habib Limited - Islamic banking for an amount of Rs. 236.69
million (30 June 2019: Rs. 110 million). The term of the loan is 5 years from the date of disbursement, repayable in 20 equal
quarterly installments. During the period, the Company had made repayment of Rs. 5.50 million (30 June 2019: Rs. 22 million)
on which, profit was 12% (30 June, 2019: 7.40% to 13.55%) per annum. The Company has total facility of Rs. 316.47 million.
Islamic finance under this diminishing musharakah is secured by a equitable mortgage of head office property, first
exclusive charge of particular machinery of the Company and personal guarantee of Chairman of the Board of Directors.

10.2

The Company has a long term loan arrangement with Meezan Bank Limited for an amount of Rs. 51.74 million (30 June 2019:
Rs. 34.45 million). The term of the loan is from 2 to 5 years from the date of disbursement, repayable in 8 to 20 equal
quarterly installments. During the period, the Company had made repayment of Rs. 4.01 million (30 June 2019: Rs. 6.04
million) on which, profit was 12.15% to 13.92% (30 June, 2019: 9.90% to 11.67%) per annum. The Company has total facility
of Rs. 95 million. Islamic finance under this diminishing musharakah is secured by a first exclusive charge over particular
machinery of the Company.

10.3

The Company entered into a long term loan arrangement with Meezan Bank Limited of an amount of Rs. 102.34 million. The
term of the loan is 5 years from the date of disbursement, repayable in 20 equal quarterly installments started from August
2019. During the period, the Company had made repayment of Rs. 5.12 million on which, profit was 12.29%. The Company
has total facility of Rs. 125 million. Islamic finance under this diminishing musharakah is secured by a first exclusive charge
of Baby Care machine and personal guarantee of Chairman of the Board of Directors and Chief Executive Officer.

Unaudited
30 September
2019

Note

Audited
30 June
2019

(Rupees)
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TRADE AND OTHER PAYABLES
Creditors
Accrued liabilities
Retention Money
Workers' welfare fund
Workers' profit participation fund
Advances from customers - unsecured

12

82,886,334
18,262,195
24,382
2,530,093
2,151,333
18,194,696
124,049,033

48,078,999
8,748,767
24,382
1,712,586
4,596,699
18,194,696
81,356,129

150,095,683
210,822,930
360,918,613

193,912,819
187,004,382
380,917,201

SHORT TERM BORROWINGS - SECURED
Murabaha finance
Running Musharakah

12.1
12.2

12.1

This represent murabaha finance obtained under profit arrangements and are secured against hypothecation of moveable
fixed assets and hypothecation of current assets of the Company. The Company enjoys a total facility of Rs. 350 million
(30 June 2019: Rs. 350 million) out of which Rs 50 million (30 June 2019: Rs 50 million) is interchangeable with running
musharakah. During the period, profit rate on such arrangements ranged between KIBOR + 0.30% to KIBOR + 0.75% (30
June 2019: KIBOR + 0.30% to KIBOR + 0.75%) per annum.

12.2

This represent running musharakah obtained under profit arrangements and are secured against hypothecation of
moveable fixed assets and hypothecation of current assets of the Company. The Company enjoys a total facility of Rs.
250 million (30 June 2019: Rs. 250 million) out of which Rs 200 million (30 June 2019: Rs 200 million) is interchangeable
with murabaha finance. During the period, profit rate on such arrangements ranged between KIBOR + 0.30% to KIBOR +
0.75% (30 June 2019: KIBOR + 0.30% to KIBOR + 0.75%) per annum.

13

CONTINGENCIES AND COMMITMENTS

13.1

Contingencies

13.1.1 There is no significant change in the status of contingencies as set out in the Company's annual financial statements for
the year ended 30 June 2019.
13.2

Commitments

13.2.1 The Company has letter of credit commitments for purchases amounting to Rs. 217.27 million (30 June 2019: Rs. 62.26
million).
13.2.2 The Company has letter of credit and other commitments for capital expenditures amounting to Rs. 29.45 million (30 June
2019: Rs. 163.67 million).
Unaudited
Three months period ended
30 September
30 September
2019
2018
Rupees
14
SALES - NET
Local
Baby Care
Oral Care
Sales tax

495,437,033
65,098,828
(82,303,093)

447,890,882
67,970,192
(75,369,339)

Discounts

478,232,768
(31,650,051)

440,491,735
(49,286,029)

446,582,717

391,205,706

Export
Baby Care

14.1

446,582,717

14.1

1,851,306
393,057,012

Summary of export sales during the period:
Country
Qatar

Geographical location
Asia

-

1,851,306

-

1,851,306

Unaudited
Three months period ended
30 September
30 September
2019
2018
(Rupees)
15

FINANCE COSTS
Shariah Arrangement
Profit on short term borrowings
Rent on diminishing musharakah
Bank charges
Non-Shariah Arrangement
Interest on WPPF
Guarantee commission
Bank charges

16

11,963,026
9,327,129
61,665
21,351,820

4,142,943
2,523,554
150,358
6,816,855

56,046
1,875

222,711
11,519
392

21,409,741

7,051,477

21,451,539

16,362,622

EARNING PER SHARE - BASIC AND DILUTED
Profit for the period

(Number of shares)
Weighted average number of ordinary
shares in issue during the period

3,900,000

3,900,000

(Rupees)
Earning per share - basic and diluted

5.50

4.20

Unaudited
Three months period ended
30 September
30 September
2019
2018
(Rupees)
17

CASH FLOW FROM OPERATIONS
Profit before taxation

40,057,827

21,541,649

Adjustments for:
Depreciation
Amortization
Loss / (gain) on disposal of property, plant and equipment
Finance costs

11,345,122
179,075
21,409,741

8,732,173
8,333
21,545
7,051,477

(2,122,750)
27,920,875
(23,035,412)
(23,283,860)
(18,408,525)
42,692,904

9,319
(78,381,136)
13,191,297
445,905
14,591,466
47,967,509

76,754,997

35,179,537

(210,822,930)
1,248,144

(99,221,294)
1,898,119

(209,574,786)

(97,323,175)

Changes in:
- Stores and spares
- Stock-in-trade
- Trade receivables
- Loans and advances
- Deposits and short term prepayments
- Trade and other payables
Cash flows from operations
18

CASH AND CASH EQUIVALENTS
Running musharakah - secured
Cash and bank balances

19

FINANCIAL RISK MANAGEMENT
The Company's financial risk management objectives and policies are consistent with those disclosed in annual
financial statement of the Company as at and the year ended 30 June 2019.

19.1

Financial instruments by category
Financial assets at amortized cost
Deposits
Loan to employees
Trade receivables
Cash and bank balances

Financial liabilities at amortized cost
Long term financing
Trade and other payables
Accrued profit
Short term bank finances

20

Unaudited
Audited
30 September
30 June
2019
2019
(Rupees)
6,390,387
46,009,685
1,248,144
53,648,216

6,355,387
193,772
22,974,273
1,543,982
31,067,414

315,071,271
101,172,911
16,928,351
360,918,613
794,091,146

185,759,725
56,852,148
13,112,552
380,917,201
636,641,626

FAIR VALUE OF FINANCIAL INSTRUMENTS
Fair value is defined as 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 a going concern and there is no intention
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.
IFRS 13 ‘Fair Value Measurement’ requires the Company to classify fair value measurements and fair value hierarchy
that reflects the significance of the inputs used in making the measurements of fair value.
The Company uses the following hierarchy for determining and disclosing the fair value of financial instruments by
valuation technique:
Level 1 : Fair value measurements using quoted (unadjusted) in active markets for identical asset or liability.
Level 2 : Fair value measurements using inputs other than quoted prices included within Level 1 that are observable for
the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).
Level 3 : Fair value measurements using inputs for the asset or liability that are not based on observable market data
(i.e. unobservable inputs).
As of the reporting date, none of the financial instruments of the Company are carried at fair value.
The carrying values of all other financial assets and liabilities reflected in this condensed interim financial information
approximate their fair values.
The Company has not disclosed the fair values for all other financial assets and financial liabilities, as these are either
short term in nature or reprice periodically. Therefore, their carrying amounts are reasonable approximation of fair value.

