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The Board has approved all the transactions entered into by the Company with related parties during the year. A complete party 
wise record of related party transactions has been maintained by the Company.
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Balance Sheet
As at 31 December 2013

			   Note	 2013	 2012
					     Restated

	 (Rupees in ’000)

ASSETS 	

NON-CURRENT ASSETS 	
	 Property, plant and equipment	 6	  1,116,281 	  833,259 
	 Intangible assets	 7	  4,941 	  8,012 
	 Long term investments	 8	  38,001 	  37,000 
	 Long term deposits and prepayments	 9	  23,509 	  26,180 

				     1,182,732 	  904,451 
CURRENT ASSETS 	

	 Stores and spares	 10	  -   	  247 
	 Stock in trade	 11	  2,368,302 	  2,205,030 
	 Trade debts - unsecured	 12	  363,975 	  337,155 
	 Advances - unsecured	 13	  27,979 	  8,880 
	 Deposits, short term prepayments and	
	    other receivables            	 14	  522,131 	  435,564 
	 Interest accrued		   7,615 	  5,046 
	 Short term investment	 15	  968,000 	  500,000 
	 Tax refunds due from Government	 16	  508,597 	  508,597 
	 Cash and bank balances	 17	  439,939 	  733,195 

				     5,206,538 	  4,733,714 
	
TOTAL ASSETS 		   6,389,270 	  5,638,165 

EQUITY AND LIABILITY 	

SHARE CAPITAL AND RESERVES  	

	 Authorized share capital 	 18.1	  100,000 	  100,000 
	
	 Issued, subscribed and paid up capital	 18.2	  75,600 	  75,600 
	 Reserves	
		  Capital reserve	 19	  483 	  483 
		  Revenue reserves	 20	  4,424,564 	  3,857,422 

				     4,425,047 	  3,857,905 

				     4,500,647 	  3,933,505 
NON-CURRENT LIABILITIES	

	 Long term deposits	 21	  38,001 	  37,000 
	 Deferred liability - employee benefits	 22	  54,424 	  72,096 
	 Deferred taxation	 23	  49,855 	  40,782 

				     142,280 	  149,878 
CURRENT LIABILITIES 	

	 Trade and other payables	 24	  1,275,552 	  1,190,303 
	 Short term borrowings	 25	  -   	  -   
	 Provision for taxation		   470,791 	  364,479 

				     1,746,343 	  1,554,782 
CONTINGENCIES AND COMMITMENTS 	 26		

TOTAL EQUITY AND LIABILITIES		   6,389,270 	  5,638,165 

The annexed notes from 1 to 46 form an integral part of these financial statements.			 
	

	 Chief Executive	 Director
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Profit and Loss Account
For the year ended 31 December 2013

			   Note	 2013	 2012
					     Restated

	 (Rupees in ’000)

SALES	 27	  12,774,438 	  11,476,817 
COST OF SALES	 28	  7,780,325 	  7,218,046 

GROSS PROFIT		   4,994,113 	  4,258,771 
	
DISTRIBUTION COST	 29	  2,374,414 	  2,082,697 
ADMINISTRATIVE EXPENSES	 30	  817,317 	  701,593 
OTHER EXPENSES	 31	  147,114 	  119,186 

				     3,338,845 	  2,903,476 
OTHER INCOME	 32	  85,635 	  56,744 
	
OPERATING PROFIT		   1,740,903 	  1,412,039 
FINANCE COST	 33	  26,515 	  26,453 
	
PROFIT BEFORE TAXATION		   1,714,388 	  1,385,586 
TAXATION	 34	  481,966 	  364,785 
	
PROFIT AFTER TAXATION		   1,232,422 	  1,020,801 

OTHER COMPREHENSIVE INCOME (not to be  reclassified to profit and loss)		   -   	  307 

TOTAL COMPREHENSIVE INCOME FOR THE YEAR		   1,232,422 	  1,021,108 

EARNINGS PER SHARE - BASIC AND DILUTED	 35	 Rs. 163.02 	 Rs. 135.03 
				  
				  
The annexed notes from 1 to 46 form an integral part of these financial statements.			 
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CASH FLOW STATEMENT
For the year ended 31 December 2013

			   Note	 2013	 2012
					     Restated

	 (Rupees in ’000)

CASH GENERATED FROM OPERATIONS 	

Profit before taxation		   1,714,388 	  1,385,586 

Non-cash adjustment to reconcile profit before tax to net cash flows:	

Depreciation of property, plant & equipment		   131,405 	  112,481 
Impairment		   4,982 	  -   
Amortization of intangible assets		   6,227 	  6,372 
Provision for gratuity		   (13,740)	  8,259 
Loss/(Gain) on disposal of property, plant and equipment		   2,362 	  (2,813)
Income from short term investments		   (62,971)	  (47,953)
Income from long term investments		   (3,911)	  (3,501)
Exchange loss 		   17,165 	  19,001 
Finance cost		   5,242 	  5,282 
Provision for doubtful debts		   10,124 	  6,037 
Provision for doubtful advances - unsecured		   1,342 	  -   
Provision for other receivables		   3,706 	  -   
Provision for slow moving and obsolete stock		   4,658	 (859)
Provision for obsolescence - stores & spares		   915 	  1,702 

				     107,506 	  104,008 

Operating profit before working capital changes		   1,821,894 	  1,489,594 

Working capital adjustments:	
(Increase) / decrease in current assets:	
Stores and spares		   (668)	  (1,949)
Stock in trade		   (167,930)	  43,445 
Trade debts - unsecured		   (36,944)	  (213,080)
Advances - unsecured		   (20,441)	  15,301 
Deposits, short term prepayments and other receivables		   (17,872)	  (25,116)
Tax refunds due from Government		   -   	  22,081 

				     (243,855)	  (159,318)
Increase / (decrease) in current liabilities:	

Trade and other payables		   63,441 	  222,320 

Cash generated from operations		   1,641,480 	  1,552,596 
	
Finance costs paid		   (5,242)	  (5,282)
Tax paid		   (438,982)	  (313,583)
Gratuity paid		   (3,932)	  (2,511)
Interest income received		   64,313 	  47,747 

				     (383,843)	  (273,629)
Decrease in long term prepayments		   2,671 	  10,878 
Net decrease in long term deposits 		   1,001 	  406 

Net cash generated from operating activities	 A	  1,261,309 	  1,290,251 

CASH FLOWS FROM INVESTING  ACTIVITIES	

Purchase of property, plant and equipment	 6.1	  (332,942)	  (216,165)
Increase in Capital work in process	 6.2	  (105,824)	  -   
Purchase of intangible assets	 7	  (3,156)	  (3,881)
Proceeds from sale of  property, plant and equipment	 6.4	  16,995 	  6,933 
Increase in long term investments		   (1,001)	 (406)

Net cash used in investing activities	 B	  (425,928)	  (213,519)
CASH FLOWS FROM FINANCING ACTIVITIES	

Dividends paid		   (660,637)	  (374,355)

Net cash used in financing activities	 C	  (660,637)	  (374,355)

NET INCREASE IN CASH AND CASH EQUIVALENTS	 A+B+C	  174,744 	  702,377 

CASH AND CASH EQUIVALENTS AT BEGINNING OF THE YEAR		   1,233,195 	  530,818 

CASH AND CASH EQUIVALENTS AT END OF THE YEAR	 36	  1,407,939 	  1,233,195 	
			 
The annexed notes from 1 to 46 form an integral part of these financial statements.
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STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2013

			   Share	 Capital	 General	 Unappropriated	
			   capital	 reserve	 reserve	 profits	 Total

					     Rupees in ‘000	

	
Balance as at 1 January 2012	 75,600 	 483 	 2,452,000 	 749,707 	 3,277,790 

Effect of retrospective application of change in an 	

accounting policy resulting from adoption of

IAS-19 (note 2.3)	  -   	  -   	  -   	 12,607 	 12,607 

Balance as at 1 January 2012 (restated)	 75,600 	 483 	 2,452,000 	 762,314 	 3,290,397 

Final dividend for 2011 @ Rs. 20.00 per share	  -   	  -   	  -   	 (151,200)	 (151,200)

Transfer to general reserve for 2011	  -   	  -   	 595,000 	 (595,000)	  -   

Interim dividend for 2012 @ Rs. 30.00 per share	 -	 -	 -	 (226,800)	 (226,800)

Total comprehensive income for the year (restated)	  -   	  -   	  -   	 1,021,108 	 1,021,108 

Balance as at 31 December  2012 (restated)	 75,600 	 483 	 3,047,000 	 810,422 	 3,933,505 

Final dividend for 2012 @ Rs. 23.00 per share	  -   	  -   	  -   	 (173,880)	 (173,880)

Transfer to general reserve for 2012	  -   	  -   	 620,000 	 (620,000)	  -   

Interim dividend for 2013 @ Rs. 65.00 per share	  -   	  -   	  -   	 (491,400)	  (491,400)

Total comprehensive income for the year	  -   	  -   	  -   	 1,232,422 	 1,232,422 

Balance as at 31 December  2013	 75,600 	 483 	 3,667,000 	 757,564 	 4,500,647 

								      

The annexed notes from 1 to 46 form an integral part of these financial statements.						    
		

								      

	 Chief Executive	 Director
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

1.	 LEGAL STATUS AND OPERATIONS 	

	 Bata Pakistan Limited (the Company) was incorporated in Pakistan as a public limited company and its shares are quoted on Lahore and Karachi Stock 
Exchanges. The registered office of the Company is situated at Batapur, Lahore. The principal activity of the Company is manufacturing and sale of 
footwear of all kinds along with sale of accessories and hosiery items. The parent Company of Bata Pakistan Limited is Bafin B.V. (Nederland), whereas 
the ultimate parent is Compass Limited, Bermuda. 

	
2.	 STATEMENT OF COMPLIANCE 	

2.1	 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. 

	
2.2	 Standards, interpretations and amendments to published approved accounting standards effective in 2013	

	

			   The Company has adopted the following new and amended IFRS interpretations which became effective during the year. 	
	

		  Standard or Interpretation 	

	 IAS 1	 Presentation of Financial Statements - Presentation of items of other comprehensive income (Amendment)	

	 IAS 19	 Employee benefits - (Revised)	

	 IFRS 7	 Financial Instruments : Disclosures - (Amendments)	

		  Amendments enhancing disclosures about offsetting of financial assets and financial liabilities.	

	 IFRIC 20 	 Stripping Costs in the Production Phase of a Surface Mine
 	
		  Improvements to Accounting Standards Issued by the IASB 	

	 IAS 1	 Presentation of Financial Statements - Clarification of the requirements for comparative information.	

	 IAS 16	 Property, Plant & Equipment - Clarification of Servicing Equipment	

	 IAS 32	 Financial Instruments : Presentation - Tax Effects of Distribution to Holders of Equity Instruments	

	 IAS 34	 Interim Financial Reporting - Interim Financial Reporting and Segment Information for Total Assets and Liabilities	

	
	 The adoption of the above standards, amendments, interpretations and improvements except IAS-19 did not have any material effect on the 

financial statements except for improvement in certain disclosures.  	
	
2.3	 Change in accounting policy relating to Defined Benefit Plan 	

	 Amendments to IAS 19 ‘Employee Benefits’ range from fundamental changes to simple clarification and rewording. The significant changes to 
IAS 19 include the follwing: 

	
	 For defined benefit plans, the ability to defer recognition of actuarial gains and losses (i.e., the corridor approach) has been removed. As 

revised, actuarial gains and losses are recognized in other comprehensive income when they occur. Amounts recorded in profit and loss are 
limited to current and past service costs, gains or losses on settlements, and net interest income (expense). All other changes in the net defined 
benefit asset (liability) are recognized in other comprehensive income with no subsequent recycling to profit and loss.  	

	
	 Objectives for disclosures of defined benefit plans are explicitly stated in the revised standard, along with new or revised disclosure 

requirements. These new disclosures include quantitative information regarding the sensitivity of the defined benefit obligation to a reasonably 
possible change in each significant actuarial assumption. 

	 This change in accounting policy has been accounted for retrospectively as required under International Accounting Standard - 8 ‘Accounting 
Policies, Changes in Accounting Estimates and Errors’, and the comparitive financial statements have been re-stated.

	
	 As the amount of restated adjustment is not material, the third balance sheet has not been presented. 
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

3.	 BASIS OF PREPARATION 	

3.1	 BASIS OF MEASUREMENT 	

	 These financial statements have been prepared under the historical cost convention except that certain employee benefits are recognized on 
the basis mentioned in note 5.1. In these financial statements, except for cash flow statement, all the transactions have been accounted for on 
accrual basis. 	

	
3.2	 PRESENTATION CURRENCY 	

	 These financial statements are presented in Pak Rupee, which is the Company’s functional currency. Figures have been rounded of to nearest 
of thousand of Rupee, unless otherwise stated. 	

	
4.	 SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS 	

	 The preparation of financial statements in conformity with approved accounting standards requires the use of certain critical accounting estimates. 
It also requires management to exercise its judgment in the process of applying the Company’s accounting policies. Estimates and judgments are 
continually evaluated and are based on historical experience and other factors involving a higher degree of expectations of future events that are 
believed to be reasonable under the circumstances.  

	
	 Revisions to accounting estimates are recognized in the period in which the estimate is revised if the revision affects only that period or in the period of 

revision and future periods if revision affects both current and future periods. The areas involving a higher degree of judgments or complexity or areas 
where assumptions and estimates are significant to the financial statements are as follows: 	

	
4.1	 Employee Benefits 	

	 The cost of defined benefit retirement plan (gratuity) is determined using actuarial valuations (projected unit credit method) performed by 
independent actuaries. The actuarial valuation involves making assumptions about discount rates, future salary increases, and mortality rates. 
All assumptions are reviewed at each reporting date.	

	
4.2	 Taxation 	

	 In making the estimate for income tax payable by the Company, the Company takes into account the applicable tax laws and the decision by 
appellate authorities on certain issues in the past.	

	
4.3	 Useful Lives, residual values, pattern of  flow of  economic benefits and impairment 	

	 Estimates with respect to depreciable lives, residual values, and pattern of flow of economic benefits are based on the analysis of the 
management of the Company. Further, as explained in Note 5.4, the Company reviews the value of the assets for possible impairment on an 
annual basis. Any change in the estimates in the future might affect the carrying amount of respective item of property, plant and equipment, 
with a corresponding effect on the depreciation charge and impairment.	

	
4.4	 Provision for obsolescence of  stores, spares and stock in trade 	

	 Provision for obsolescence of stores, spares and stock in trade is made on the basis of management’s estimate of net realizable value and ageing 
analysis prepared on an item-by-item basis. 	

	
4.5	 Provision for doubtful debts 

	 The Company reviews its trade and other receivables at each reporting date to assess whether provision should be recorded in profit and loss 
account for any doubtful receivables. Especially, judgment by management is required in the estimation of the amount and timing of future 
cash flows while determining the extent of provision required. Such estimates are based on assumption about a number of factors including 
credit history of counter party. Actual cash flows may differ resulting in subsequent changes to the provisions.  

	
	 Other areas where estimates and judgments are involved have been disclosed in respective notes to the financial statements. 	

5.	 SIGNIFICANT ACCOUNTING POLICIES	

	 The accounting policies applied are consistent with prior year except as stated in note 2.2.	
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5.1	 Employee Benefits 	

	 Defined Benefit Plan	
	
	 A defined benefit involves a defined amount of gratuity that an employee will receive on retirement, which is usually dependent on one or 

more factors such as age, years of service and compensation.	
	
	 The Company operates an un-funded gratuity scheme covering all employees, excluding managerial staff. The entitlement to gratuity is 

determined as follows:	
	

a)	 For employees, who are members of the provident fund scheme, the provision is calculated with reference to 3 weeks’ basic salary 
for each completed year of service.		

	
b)	 For employees, who are not members of the provident fund scheme, provision is based on 30 days gross highest salaries/wages 

drawn during the year for each completed year of service.	  	
	
	 Actuarial valuation of defined benefit scheme is conducted annually and the most recent valuation was carried out as of 31 December 2013 

using projected unit credit method.  	
	
	 For defined benefit plans, the ability to defer recognition of actuarial gains and losses (i.e., the corridor approach) has been removed. As 

revised, actuarial gains and losses are recognized in other comprehensive income when they occur. Amounts recorded in profit and loss are 
limited to current and past service costs, gains or losses on settlements, and net interest income (expense). All other changes in the net defined 
benefit asset (liability) are recognized in other comprehensive income with no subsequent recycling to profit and loss.  	

	
	 Objectives for disclosures of defined benefit plans are explicitly stated in the revised standard, along with new or revised disclosure 

requirements. These new disclosures include quantitative information of the sensitivity of the defined benefit obligation to a reasonably 
possible change in each significant actuarial assumption. 	

	
	 The defined benefit liability comprises the present value of defined benefit obligation which is disclosed in note 22.	
	
	 Defined Contribution Plan 	

	 The Company operates a recognized provident fund schemes for its employees. Equal monthly contributions by the Company and employees 
at the rates of 8% and 10% of the basic salary are made to employees’ provident fund and managerial staff provident fund, respectively.  

	
5.2	 Taxation 	

	 Current 	

	 The charge for current taxation is provided on taxable income relatable to local sales at current rate of tax after recognizing tax credit, rebates 
and exemptions available, if any. In case of import and export of shoes, the current taxation is provided on the basis of presumptive tax regime 
in accordance with the provisions of the Income Tax Ordinance, 2001. 	

	
	 Deferred 	

	 Deferred income tax is provided using the balance sheet liability method for all temporary differences at the balance sheet date between tax 
base of assets and liabilities and their carrying amounts for financial reporting purposes.  	

	
	 Deferred tax liability is recognized for all taxable temporary differences and deferred tax assets are recognized for all deductible temporary 

differences, carry forward of unused tax credits and unused tax losses, if any, to the extent that it is probable that future taxable profit will be 
available against which the deductible temporary difference, carry-forward of unused tax credits and unused tax losses can be utilized.	

	
	 The carrying amount of deferred income tax asset is reviewed at each balance sheet date and reduced to the extent that it is no longer probable 

that sufficient taxable profit will be available to allow all or part of the deferred income tax assets to be utilized. 
	
	 Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the liability is settled based on tax 

rates that have been enacted or substantially enacted at the balance sheet date. 		

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013
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	 Sales tax	

	 Revenues, expenses and assets are recognized net of the amount of sales tax except;	
	

•	 Where the sales tax incurred on purchase of assets or services is not recoverable from the taxation authority, in which case 
the sales tax is recognized as part of the cost of acquisition of the asset or as part of expense as applicable. 	

•	 Receivables and payable that are stated with the amount of sales tax included. 

	

	 The net amount of sales tax receivable from, or payable to, the taxation authority is included as part of receivable or payable in the financial 
statements. 	

	
5.3	 Property, plant and equipment  	

	 Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses, if any, except land which is stated at 
cost. 	

	
	 Depreciation is charged to income applying reducing balance method at the rates prescribed in note 6.1 of these financial statements to write 

off the cost over the useful lives of these assets. Depreciation on additions to property, plant and equipment is charged from the month in 
which an asset is available for use while no depreciation is charged for the month in which the asset is disposed off. 	

	
	 Subsequent expenditure relating to an item of property, plant and equipment that has already been recognized is added to the carrying amount 

of the asset when it is probable that future economic benefits, in excess of the originally assessed standard of performance of the existing asset, 
will flow to the Company. All other expenditure in the form of normal repair and maintenance is charged to profit and loss account as and 
when incurred.		

	
	 An item of property, plant and equipment is derecognized upon disposal or when no future economic benefits are expected from its use 

or disposal. The gain or loss on disposal or retirement of an asset represented by the difference between the sale proceeds and the carrying 
amount of the asset is recognized as an income or expense. 

	
	 Capital work in progress 	

	 Capital work in progress represents expenditure on property, plant and equipment in course of construction, installation and/or in transit. 
Transfers are made to relevant category of property, plant and equipment as and when assets become available for use. Capital work in 
progress is stated at cost, less any identified impairment loss. 

	
5.4	 Impairment of  non-financial assets 	

	 At each balance sheet date, the carrying amount of assets is reviewed to determine whether there is any indication that those assets have 
suffered an impairment loss. If any such indication exists the recoverable amount of the asset is estimated in order to determine the extent of 
the impairment loss, if any. Impairment losses are recognized as expense in the profit and loss account as incurred. The recoverable amount 
is higher of an asset’s fair value less cost to sell and value in use.  	

	
	 When conditions giving rise to impairment loss subsequently reverse, impairment loss is reversed and carrying amount of the asset is increased 

to the revised recoverable amount. Revised carrying amount is limited to carrying amount that would have been determined had no impairment 
loss been recognized for the asset in prior years. A reversal of impairment loss is recognized in profit and loss account.	

	
5.5	 Operating leases	

	 Asset leased out under operating lease represents the assets that have been leased out temporarily to a third party and are included in fixed 
assets of the Company under respective heading. These are depreciated over their expected useful lives on a basis consistent with similar 
owned assets. 	

	
5.6	 Intangible asset 	

	 Intangible assets acquired separately are measured on initial recognition at cost. Following initial recognition, intangible assets are carried at 
cost less any accumulated amortization and accumulated impairment losses if any.	

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013
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	 Intangible assets with finite lives are amortized over their useful economic life and assessed for impairment whenever there is an indication 
that the intangible asset may be impaired. The amortization period and the amortization method for an intangible asset with a finite useful life 
are reviewed at least at each financial year end. Changes in the expected useful life or the expected pattern of consumption of future economic 
benefits embodied in the asset is accounted for by changing the amortization period or method, as appropriate, and are treated as changes in 
accounting estimates. The amortization expense on intangible assets with finite lives is recognized in the profit and loss account in the expense 
category consistent with the function of the intangible asset.	

	
	 Gains or losses arising from de-recognition of an intangible asset are measured as the difference between the net disposal proceeds and the 

carrying amount of the asset and are recognized in the profit and loss account when the asset is derecognized.	
	
5.7	 Investments	

	 These represent investments with fixed maturity in respect of which Company has the positive intent and ability to hold till maturity. These are 
initially recognized at cost including transaction costs and are subsequently carried at amortized cost. 	

	
5.8	 Stores and spares	

	 These have been valued on the following basis subject to an estimated obsolescence reserve for net realizable value.	
	
	 Purchased	  -   at weighted average cost. 	

	 In transit	  -   at actual cost.		
	
5.9	 Stock in trade 	

	 These are stated at lower of cost and net realizable value. The methods used for calculation of cost are as follows:	

	 Raw material 	

	 Own production	  -   at weighted average cost. 	
	 Purchased	  -   at weighted average cost. 	
	 In transit	  -   at actual cost. 	
	 Goods in process	  -   at production cost	
	
	 Finished goods 	

	 Own production	  -   at production cost on first in first out (FIFO) basis.	
	 Purchased	  -   at actual cost on first in first out (FIFO) basis.	
	 In transit	  -   at actual cost	
	
	 Cost is calculated as the cost of materials, direct labor and appropriate production overheads estimation based on normal capacity levels. Net 

realizable value is based on estimated selling price in the ordinary course of business less estimated cost to completion and estimated cost 
necessary to make the sale. 	

	
5.10	 Provision for doubtful debts 	

	 A provision for doubtful debts / other receivables is based on management’s assessment of customers’ outstanding balances and credit 
worthiness. The amount of the provision is recognized in the profit and loss account. Trade debts and other receivables are written off when 
considered irrecoverable.	

5.11	 Contingencies and commitments 		

	 Contingent liabilities are disclosed when:	
	

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

	

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

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013
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5.12	 Foreign currency transactions and translations	 	

	 Foreign currency transactions are recorded at the rate of exchange approximating those prevailing on the dates of transactions. Monetary 
assets and liabilities in foreign currency are reported in Pak rupees at the rate of exchange approximating those prevailing at the balance sheet 
date. Foreign exchange gains and losses resulting from settlement of such transactions and from the translation at year end exchange rates of 
monetary assets and liabilities denominated in foreign currencies are recognized in the profit and loss account. 	

	
	 Foreign exchange gains and losses are presented in the profit and loss account within “other operating income” and “other operating expenses” 

respectively.		
	
5.13	 Borrowings	 	

	 Borrowings are recognized initially at fair value, net of transaction costs incurred. Borrowings are subsequently carried at amortized cost; any 
difference between the proceeds (net of transaction costs) and the redemption value is recognized in the profit and loss account over the 
period of borrowings using the effective interest method.	

	
5.14	 Provisions	

	 Provisions are recognized when the company has a present obligation as a result of a past event, it is probable that the Company will be 
required to settle the obligation, and a reliable estimate can be made of the amount of the obligation.		

	
	 The amount recognized as a provision is the best estimate of the consideration required to settle the present obligation at the end of the 

reporting period, taking into account the risks and uncertainties surrounding the obligation. Where a provision is made using the cash flows 
estimated to settle the present obligation, its carrying amount is the present value of those cash flows.		

	
	 When some or all of the economic benefits required to settle a provision are expected to be recovered from a third party, a receivable is 

recognized as an asset if it is virtually certain that reimbursement will be received and the amount of the receivable can be measured reliably.	
	

5.15	 Revenue recognition	 	

(i)     	  Sale of  goods - Wholesale	

	 The Company manufactures, imports and sells a range of footwear products in the wholesale market. Sales of goods are recognized 
when the Company has delivered products to the wholesaler. 	

	
(ii)       Sale of  goods - Retail 	

	 The Company operates a chain of retail outlets for selling shoes and other products. Sales are recognized when product is sold to the 
customer. Sales are usually in cash or by credit card. 	

	
(iii)       Loyalty Programmes 	

	 IFRIC 13 requires customer loyalty credits to be accounted for as a separate component of the sales transaction in which they are 
granted. A portion of the fair value of the consideration received is allocated to the award credits and deferred. This is then recognized 
as revenue over the period that the award credits are redeemed.	

	
(iv) 	 Profit on investments 	

	 Profit on investments is accounted for on accrual basis using effective interest method.	
	
(v)	 Profit on bank deposits 	

	 Profit on bank deposits is accounted for on accrual basis.	
	
(vi)	 Operating lease arrangement 	

	 Rental income is recognized on accrual basis over the period of lease agreement.	
	
5.16	 Cash and cash equivalents 	

	 Cash and cash equivalents includes cash in hand, deposits with banks, other short term investments with original maturities of three months 
or less and bank overdrafts. 	

NOTES TO THE FINANCIAL STATEMENTS
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	 For the purposes of cash flow statement, cash and cash equivalents comprise of cash in hand, cash in transit, bank balances and short term 
investments. 	

	
5.17	 Financial Instrument 	

	 Recognition and measurement 	

	 All the financial assets and liabilities are recognized at the time when the Company becomes a party to the contractual provisions of the 
instrument. All the financial assets and liabilities are initially measured at fair value of consideration given and received respectively. These 
financial assets and liabilities are subsequently measured at fair value or cost as the case may be.

	
	 Major categories of financial assets represent investments, deposits, trade debts, other receivables and cash and bank balances.	
	
	 Financial liabilities are classified according to substance of the contractual arrangements entered into and mainly comprise of creditors, accrued 

expenses and other payables. 
	
	 The Company derecognizes financial assets or a portion of financial assets when, and only when, the Company loses control of the contractual 

rights that comprise the financial asset or portion of financial asset. A financial liability or part of financial liability is derecognized from the 
balance sheet when, and only when it is extinguished, i.e. when the obligation specified in the contract is discharged, cancelled or expires. 

	 Any gain / (loss) on the recognition and de-recognition of the financial assets and liabilities is included in the profit and loss for the period in 
which they arise. 	

	
	 Held-to-maturity investments represent financial instruments which the Company has the positive intent and ability to hold to maturity. These 

are measured at amortized cost using the effective interest method, less any impairment. 
	
5.18	 Offsetting of  financial assets and financial liabilities 	

	 A financial asset and liability is offset against each other and the net amount is reported in the balance sheet if the Company has a legally 
enforceable right to set off the recognized amounts and intends either to settle on net basis or to realize the asset and settle the liability 
simultaneously. Corresponding income from the financial asset and charge on the financial liability is also off set.	

	
	
5.19	 Impairment of  financial assets 	

	 The Company assesses at each balance sheet date whether there is any objective evidence that a financial asset or a group of financial assets 
is impaired. A financial asset or a group of financial assets is deemed to be impaired if, and only if, there is objective evidence of impairment 
as a result of one or more events that has occurred after the initial recognition of the asset (an incurred ‘loss event’) and that loss event has an 
impact on the estimated future cash flows of the financial asset or the group of financial assets that can be reliably estimated.  	

	
	 Evidence of the impairment may include indicators that the debtor or a group of debtors is experiencing significant financial difficulty, default 

or delinquency in interest or principal payments, the probability that they will enter bankruptcy or other financial reorganization and where 
observable data indicates that there is a measurable decrease in the estimated future cash flows, such as changes in arrears or economic 
conditions that correlate with defaults. 	

	
	 The amount of loss is measured as the difference between the asset’s carrying amount and the present value of the estimated future cash flows 

discounted at the financial asset’s original effective interest rate. The carrying amount of the asset is reduced and the amount of the loss is 
recognized in the profit and loss account. 

	
	 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an event occuring after 

the impairment was recognized, the reversal of the previously recognized impairment loss is recognized in profit and loss account. 	
	
5.20	 Related party transactions	

	 Transactions involving related parties arising in the normal course of business are conducted at arm’s length price on the same terms and 
conditions as third party transactions using comparable uncontrolled price method.	
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	 Parties are said to be related if they are able to influence the operating and financial decisions of the Company and vice versa. 
	
5.21	 Dividend and appropriation to reserves	

	 Dividend and other appropriation to reserves are recognized in the financial statements in the period in which these are approved.  	
	
5.22	 Operating segments 	

	 Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating decision maker. The 
chief operating decision maker, who is responsible for allocating resources and assessing performance of the operating segments, has been 
identified as the Board of Directors that makes strategic decision. The management has determined that the Company has a single reportable 
segment as Board of Directors views the Company’s operations as one reportable segment. 	

	
5.23	 Standards issued but not yet effective 	

	 The following revised standards, amendments and interpretations with respect to the approved accounting standards as applicable in Pakistan 
would be effective from the dates mentioned below against the respective standard or interpretation: 

	
			   Effective date	

		  Standard or Interpretation 	 (Periods beginning on or after)

	 IAS 32	 Offsetting Financial Asset and Financial liability - (Amendment)	 01 January 2014
	 IAS 36	 Recoverable Amount for Non-Financial Assets - (Amendment)	 01 January 2014
	 IAS 39	 Novation of Derivatives and Continuation of Hedge Accounting - (Amendment)	 01 January 2014
	 IFRIC 21	 Levies	 01 January 2014
	 IFAS 3	 Profit and Loss Sharing on Deposits	 12 June 2013

	
	 The Company expects that the adoption of the above revisions and amendments of the standards will not materially affect the Company’s 

financial statements in the period of initial application.	
	
	 In addition to the above, the following new standards have been issued by IASB which are yet to be notified by the SECP for the purpose of 

applicability in Pakistan:	
	

			   IASB effective date

		  Standards	 (annual periods beginning on or after)

	 IFRS 9	 Financial Instruments: Classification and Measurement	 01 January 2015
	 IFRS 10	 Consolidated Financial Statements	 01 January 2013
	 IFRS 11	 Joint Arrangements	 01 January 2013
	 IFRS 12	 Disclosure of Interests in Other Entities	 01 January 2013
	 IFRS 13	 Fair Value Measurement	 01 January 2013

	
			   Note	 2013	 2012

	 (Rupees in ’000)

6.	 PROPERTY, PLANT AND EQUIPMENT

	 Operating fixed assets	 6.1	  1,010,457 	  833,259 
	 Capital work-in-progress	 6.2	  105,824 	  -   

			    1,116,281 	  833,259 
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			   Note	 2013	 2012

	 (Rupees in ’000)

8.	 LONG TERM INVESTMENTS
	 Held to maturity at amortized cost

	 PLS Term Deposit Receipts	 8.1	  38,001 	  37,000 

	 8.1	 These deposits are earmarked against the balances due to 
		  employees held as securities and personal accounts as stated 
		  in note 21. These carry mark-up at the rates ranging from 
		  9.25% to 9.60% (2012: 12.05% to 12.10%) per annum.

9.	 LONG TERM DEPOSITS AND PREPAYMENTS

			   Security deposits	 9.1	  17,109 	  14,527 

			   Prepaid rent	 9.2	  48,207 	  54,361 
			   Less: Adjustable within one year	 14	  41,807 	  42,708 

					      6,400 	  11,653 

					      23,509 	  26,180 

	 9.1	 This includes the amounts given as securities to landlords in respect of
		  operating leases of shops.
	 9.2	 Prepaid rent is amortized as rent expense is incurred, in accordance 
		  with the terms of rent agreements.

10.	 STORES AND SPARES

			   Stores		   3,346 	  2,589 
			   Spares		   26,083 	  25,925 

					      29,429 	  28,514 
			   Less: Obsolescence reserve	 10.1	  29,429 	  28,514 

					     -	 -   
			   Spares in transit		   -   	  247 

					      -   	  247 
 
	 10.1		  Opening reserve		   28,514 	  26,812 
			   Charge for the year		   915 	  1,702 

			   Closing reserve		   29,429 	  28,514 

11.	 STOCK IN TRADE

	 Raw material	

	 In hand			    161,702 	  139,917 
	 In transit		   19,870 	  37,531 

					      181,572 	  177,448 
	
	 Goods in process	 11.1	  73,511 	  45,867 

	 Finished goods	
	 Own production		   842,039 	  784,473 
	 Purchased		   1,275,623 	  1,138,072 

					      2,117,662 	  1,922,545 
	 Less: Provision for slow moving and obsolete items	 11.2	  (4,658)	  -   

					      2,113,004 	  1,922,545 
	 In transit	  	 215 	  59,170 

					      2,368,302 	  2,205,030 
	
	 11.1	 This includes amounts aggregating to Rs. (‘000) 12,450 (2012: Rs. 
		  (‘000) 15,898) representing stock held by third parties.	
	
	 11.2	 Opening provision		   -   	  859 
		  Charge for the year		   4,658 	  -   
		  Reversals during the year		   -   	  (859)

		  Closing provision		   4,658 	  -   
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			   Note	 2013	 2012

	 (Rupees in ’000)
12.	 TRADE DEBTS  -  UNSECURED

	 Considered good	

		  Due from customers	 12.1	  359,937 	  336,211  
		  Due from associated undertakings	 12.2	  4,038 	  944 

					      363,975 	  337,155 
	 Considered doubtful	

		  Due from customers	 12.3	  16,161 	  6,037   
		  Less: Provision for doubtful debts		   (16,161)	  (6,037)  

					      -   	  -   

					       363,975 	  337,155 

	 12.1	 These customers have no recent history of default. For age 
		  analysis of these trade debts, referred to Note 38.2.3.				  

	
	 12.2  Due from associated undertakings - unsecured
		  Bata Shoe Company (Sri Lanka) 		   2,800 	  557 
		  Bata Shoe Company (Malawi) 		   -   	  387 
		  Bata Shoe Company (Chile) 		   460 	
		  Bata Shoe Company (South Africa) 		   778 	  -   

					      4,038 	  944 
	 12.2.1Maximum aggregate amount due from associated 
		  undertakings at the end of any month in the year was 
		  Rs. (‘000) 6,753 (2012: Rs. (‘000) 1,666).  No  interest  has  been  
		  charged  on the amounts due from associated undertakings.

	 12.3	 Movement in the provision for doubtful debts is as follows:

		  Individually	  Collectively 	  Total 
		  Impaired 	 Impaired
			    (Rupees in ‘000) 	
	
 	 At 1 January 2012	  -   	  -   	  -   
	 Charge for the year	  6,037 	  -   	  6,037 

	 At 31 December 2012	  6,037 	  -   	  6,037 
	 Charge for the year	  10,337 	  -   	  10,337 
	 Reversals During the year	  (213)	  -   	  (213)

	 At 31 December 2013	  16,161 	  -   	  16,161  	
				  
		

			   Note	 2013	 2012

	 (Rupees in ’000)
13.	 ADVANCES - UNSECURED

	 Considered good, non-interest bearing

		  Considered good
		  Advances to employees		   6,970 	  1,922  
		  Advances to suppliers		   21,009 	  6,958 

					      27,979 	  8,880
	 Considered doubtful, non-interest bearing	

		  Advances to suppliers		   1,342 	  -
		  Less: Provision for doubtful debts	 13.3	  (1,342)	  -

	  				    27,979 	  8,880 

	 13.1	 Aggregate amount due from Directors, Chief Executives and 
		  Executives of the Company is Rs. (‘000) Nil (2012: Rs. (‘000) Nil)			 

	 13.2	 Aggregate amount due from related parties is Rs. (‘000) Nil (2012: Rs. (‘000) Nil)

	 13.3	 Opening provision		   -   	  -
		  Charge for the year		   1,342 	  -
		  Reversals During the year		   -   	  -

		  Closing provision		   1,342 	  -
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			   Note	 2013	 2012

	 (Rupees in ’000)

14.	 DEPOSITS, SHORT TERM PREPAYMENTS AND
	 OTHER RECEIVABLES

	 Deposits - Considered good, unsecured
		  Custom duty and taxes		   2,766 	  5,419 
		  Letters of guarantee - Margin		   3,234 	  5,681 
		  Others		   4,826 	  3,793 

					      10,826 	  14,893  
	 Short term prepayments
		  Prepaid rent	 9	  41,807 	  42,708 
		  Prepaid sales tax		   6,103 	  2,367  
		  Other prepaid expenses		   6,875 	  3,995  

					      54,785 	  49,070   
	 Other receivables
		  Considered good, unsecured
			   Export rebates		    5,441 	  4,717 
			   Insurance claims		   29,142 	  15,675 
			   Advance tax	 14.1	  421,188 	  348,787 
			   Others	 14.2	  749 	  2,422 

					       456,520 	  371,601  
	 Considered doubtful
			   Advance rent 		   1,585 	  1,585 
			   Others		    4,192 	  486 

					      5,777 	  2,071 
			   Less: Provision for doubtful balances	 14.3	  (5,777)	  (2,071)

					      - 	  -   

					      522,131 	  435,564 
	 14.1	 Advance tax
		  Balance as at 01 January		   348,787 	  282,033 
		  Advance tax paid during the year		   436,880 	  313,583 

	  				     785,667 	  595,616  
		  Adjustment against:	
          		  Provision for tax		   (366,581)	  (253,151)
          		  Prior Year		   2,102 	  6,322 

					      (364,479)	  (246,829)

		  Balance as at 31 December		   421,188 	  348,787  
	
	 14.2	 Other receivables do not include any amounts receivable from Directors, Chief Executives, 
		     Executives and related parties (2012: Rs. (‘000) Nil).

	 14.3	 Opening provision		  2,071	 2,071
		  Charge for the year		   3,706 	  -   
		  Reversals During the year		   -   	  -   

		  Closing provision		   5,777 	  2,071
 
15.	 SHORT TERM INVESTMENTS (HELD TO MATURITY)

	 This includes the following term deposits receipts:

				    Rate of 	 Period of
	  			   return 	 deposit

		  Habib Metropolitan Bank Ltd.	 9.75%	 1 month	  220,000 	  200,000 
		  Habib Metropolitan Bank Ltd.	 9.55%	 1 month	  300,000 	  -   
		  Habib Bank Limited	 9.80%	 1 month	  228,000 	  -   
		  Bank Al-Habib Limited	 9.70%	 1 month	  220,000 	  300,000 

						       968,000 	  500,000
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16.	 TAX REFUNDS DUE FROM GOVERNMENT

	 This  represents sales tax paid on raw materials used in zero-rated
	  taxable footwear for which refund claims have been lodged with 
	 the Sales Tax Department.
			 
			   Note	 2013	 2012

	 (Rupees in ’000)

17.	 CASH AND BANK BALANCES
	 Bank balances in	
		  Current accounts		   75,637 	  29,754 
		  Daily profit accounts	 17.1	  334,240 	  640,635  
	 Cash in transit		   28,125 	  60,393 
	 Cash in hand		   1,937 	  2,413 

					      439,939 	  733,195 

	
	 17.1	 The rate of mark-up on these accounts ranges from 

		  7.00% to 7.45% (2012: 6.15% to 8.00%) per annum.		  	

18.	 SHARE CAPITAL

	  18.1 	 Authorized share capital

			   2013	 2012	  	
	 	 (Number of  shares in ‘000)		

	  	 10,000 	  	 10,000 	 Ordinary shares of Rs. 10/- each 		  100,000 	 100,000

	  	 10,000 	  	 10,000 	  		  100,000 	  100,000
	  
	 18.2 		 Issued, subscribed and paid up capital	

			   2013	 2012		
	 	 (Number of  shares in ‘000)		  	

	  	 1,890	   	 1,890	 Ordinary shares of Rs. 10/- each 		   18,900 	  18,900
	     				    fully paid in cash
	  	 300	  	  300 	 Ordinary shares of Rs. 10/- each 		   3,000 	  3,000
	     				    issued for consideration other than cash
	  	 5,370	  	  5,370 	 Ordinary shares of Rs. 10/- each 		   53,700 	  53,700
	     				    issued as fully paid bonus shares

	  	 7,560		   7,560	  		  75,600 	  75,600

	  18.2.1 	 Bafin B.V. (Nederland)  (the parent company)  held 5,685,866 
			   (2012: 5,685,866) ordinary shares of Rs. 10 each fully paid up 
			   which represents 75.21% (2012: 75.21%) of total paid up capital.		

19.	 CAPITAL RESERVE

		  This represents the balance of foreign shareholders’ equity in Globe 
		  Commercial Enterprises Limited (an associated undertaking) gifted 
		  to the Company on its winding up, and is not available for distribution.				  

				  
20.	 REVENUE RESERVES

		  General Reserve	
  		  Balance as at 01 January 		   3,047,000 	  2,452,000 
    		  Transfer from Profit and loss account		   620,000 	  595,000  

					      3,667,000 	  3,047,000 
		  Unappropriated profit		   757,564 	  810,422 

					      4,424,564 	  3,857,422 
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			   Note	 2013	 2012

	 (Rupees in ’000)

21.	 LONG TERM DEPOSITS

		  Employees’ securities and personal accounts		   38,001 	  37,000 
	
	 21.1	 This represents the securities deposited by the employees in accordance 
		  with  the terms of  employment and the amounts credited on  account  of 
		  commission etc. to the sales staff. Interest at the rate of 6.8% (2012: 10%) 
		  per  annum is being paid on the monthly outstanding balances.			 
		
	 21.2	 In  accordance   with   provisions  of   Section   226  of  the  Companies
		  Ordinance, 1984, this  amount  has  been invested in PLS Term Deposit 
		  Receipts and is shown separately as long term investments in Note 8.				  

			   	

22.	 DEFERRED LIABILITY - EMPLOYEE BENEFITS

	 22.1	 Provision for gratuity - un-funded defined benefit plan

		  The amount recognized in the balance sheet is as follows:	
		  Present Value of defined benefit obligation		   54,424 	  72,096 
		  Add: Actuarial gains to be recognized in later periods		   -   	  -   

		  Balance sheet liability		   54,424 	  72,096 
		  Less: Unrecognized actuarial gain charged to retained earnings		   -   	  -   

		  Restated balance sheet liability		   54,424 	  72,096 
	
	 22.2	Changes in present value of  defined benefit obligation	

		  Present value of defined benefit obligations as at 1 January		   72,096 	  66,655 
		  Expense chargeable to Profit and Loss		   6,582 	  8,259 
		  Benefits due but not paid (payable)		   -   	  (2,511)
		  Benefits paid during the year		   (3,932)	  -   
		  Actuarial Adjustment		   (20,322)	  -   
	
		  Remeasurements:	
		  Experience adjustments		  -	  (307)

		  Present value of defined benefit obligations as at 31 December		   54,424 	  72,096 
		
	 22.3	Changes in actuarial gains/(losses)	

		  Unrecognized actuarial gains/(losses) as at 1 January		   -   	  -   
		  Actuarial gains/(losses) arising during the year		   -   	  -   
		  Actuarial gains/(losses) recognized during the year		   -   	  -   

		  Unrecognized actuarial gains/(losses) as at 31 December		   -   	  -   
	
	 22.4	The amount recognized in the profit and loss account is as follows:	

		  Current service cost		   763 	  641 
		  Interest cost		   5,819 	  8,155 
		  Actuarial gains recognized during the year		   -   	  (537)

		  Expense chargeable to Profit and loss		   6,582 	  8,259 
	
	
	 22.5	Movement in the net liability recognized in the balance sheet is as follows: 	

		  Opening liability		   72,096 	  66,655 
		  Amount recognized during the year		   6,582 	  8,259 
		  Payments made by the Company during the year		   (3,932)	  (2,511)
		  Actuarial Adjustment		   (20,322)	  -   
		  Remeasurements chargeable in other comprehensive income		   -   	  (307)

		  Closing liability		   54,424 	  72,096  
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	 22.6	Principal actuarial assumptions

		  The principal actuarial assumptions used in the actuarial valuation of this 				  
scheme by applying projected unit credit method as on 31 December are 				  
as follows: 			 

			    	 2013	 2012

		  Contribution rates		  As per Rules	 As per Rules
		  Expected rate of salary increase in future years		  11%	 10.5%
		  Discount rate		  12%	 11.5%
	
		  Expected mortality rate		  EFU (61-66)	 EFU (61-66)
					     Mortality table	 Mortality table
	 22.7	Historical information

		  As at 31 December 	 2013	 2012	 2011	 2010	 2009
					     Restated	 Restated

		  (Rupees in ‘000)

		  Present value of defined benefit obligation	  54,424 	  72,096 	  66,655 	  74,211 	  69,196 
		  Experience adjustments on plan liabilities	  -   	  -   	  -   	  13,099 	  12,270
 
		  Experience adjustments on plan liabilities as	
		  a percentage of defined benefit obligation	  0% 	  0% 	  0% 	  18% 	  18% 

			    		  Amount 

						      (Rupees in ‘000)
 	 22.8	Estimated expense to be charged to Profit and Loss in 2014			 

		  Current service cost			    3,058 
		  Interest cost on define benefit obligation			    6,425 
		  Interest income on plan assets			    -   

		  Amount chargeable to P&L			    9,483

			    		  2013

						      (Rupees in ‘000)
	 22.9	Year end sesitivity analysis (± 50 bps) on defined benefit obligation		

		  Discount rate + 50 bps			    52,799 
		  Discount rate - 50 bps			    56,136 
		  Salary increase + 50 bps			    55,310 
		  Salary increase - 50 bps			    53,569

		  The average duration of the defined benefit obligation is 6 years
 
			   Note	 2013	 2012

	 (Rupees in ’000)

23.	 DEFERRED TAXATION

	 Deferred tax liabilities
	 Accelerated tax depreciation		   86,280 	  83,354 

	 Deferred tax assets
	 Provision for:
		  Gratuity		   (18,504)	  (29,754)
		  Doubtful debts		   (7,915)	  (2,838)
		  Obsolescence of inventory		   (10,006)	  (9,980)

					      (36,425)	  (42,572)

		  Net deferred tax liability		   49,855 	  40,782 
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			    Note	 2013	 2012

	 (Rupees in ’000)

24.	 TRADE AND OTHER PAYABLES

		  Creditors	 24.1	  724,324 	  747,459 
		  Accrued liabilities	 24.2	  290,698 	  202,436 
		  Advances from customers		   3,276 	  612 
		  Due to provident fund trust		   11,079 	  9,625 
		  Deposits	 24.3	  61,337 	  53,280 
		  Workers’ profit participation fund	 24.4	  90,509 	  74,004 
		  Workers’ welfare fund		   25,263 	  20,047 
		  Sales tax payable		   21,729 	  35,916 
		  Taxes deducted at source payable		   16,052 	  20,919 
		  Unclaimed dividend		   12,407 	  7,764 
		  Other liabilities		   18,878 	  18,241 

					      1,275,552 	  1,190,303 

	 24.1	 This includes amounts due to the following related parties:
		  Bata Shoe Singapore Pte Limited		   19,241 	  57,993 
		  Bata Brands (Switzerland)		   68,112 	  59,905 
		  Global Footwear Services (Singapore) 		   11,673 	  11,158 
		  Bata Malaysia		   1,401 	  -   

					      100,427 	  129,056   

	 24.1.1	No interest has been paid / accrued on the amounts due to 
		  associated undertakings as they are in normal course of business.

	 24.2	 These include an amount of Rs. (‘000) 1,303 ( 2012: (‘000) 1,280 ) in 
		  relation to deferred revenue pertaining to Bata Loyalty Cards scheme.			 

	 24.3	These represent the security money received from the registered 
		  wholesale dealers, agency holders and other customers in accordance 
		  with the terms  of  the  contract  with  them.  Deposits from agency  
		  holders  carry interest at the  rate  of 6.80% (2012: 10%)  per  annum.   
		  These  are  repayable  on termination / completion of the contract 
		  and on returning the Company’s property already provided to them. 
		  The Company has a right to utilize these deposits in accordance with 
		  the terms of the agreements entered with agency holders. 
			 

	 24.4	Workers’ profit participation fund

		  Balance as at 01 January		   74,004 	  54,712 
		  Allocation for the year		   90,509 	  74,004 
		  Interest on funds utilized in Company’s business		   350 	  450 

					      164,863 	  129,166 
		  Less: Amount adjusted / paid to fund’s trustees		   74,354 	  55,162 

		  Balance as at 31 December 		   90,509 	  74,004 

25.	 SHORT TERM BORROWINGS 

	 The credit facilities available to the Company from various commercial banks aggregate to Rs.685 million (2012: Rs. 735 million).  These include cash 
finance facilities of Rs 650 million ( 2012: Rs 700 million) and export finance facility of Rs 35 million (2012: Rs. 35 million).			 
		

	 Mark  up  on  cash  finance is based on 3 months KIBOR plus 1% (2012: 3 months KIBOR plus 0.75% to 1% ) as per agreements with banks. While mark 
up on export finance is charged at 9.40% (2012: 9.30%) per annum.

			 
	 In addition, non funded facilities of letters of guarantee and letters of credit amounting to Rs. 355 million (2012: Rs. 405 million) were also provided by 

these banks. The un-utilized facility for letter of credits and guarantees at year end amounts to Rs. 218 million (2012: Rs. 291 million).		
		

	 These finances are secured against hypothecation of stock in trade, store and spares and receivables of the Company amounting to Rs. 1,194 million ( 
2012: Rs. 1,194 million). 			 

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

58



			   Note	 2013	 2012

	 (Rupees in ’000)

26.	 CONTINGENCIES AND COMMITMENTS 

	 26.1	 The Company is contingently liable for:

		  Counter Guarantees given to banks		   5,474 	  7,634 
		  Indemnity Bonds given to Custom Authorities		   13,110 	  26,188 
		  Claims not acknowledged as debts - under appeal		   22,449 	  10,474 
		  Order by sales tax department	 26.1.1	  138,851 	  138,851 
		  Order by sales tax department-under appeal 	 26.1.2	  201,252 	  201,252 
		  Order by sales tax department-under appeal 	 26.1.3	  237,370 	  237,370 
		  Order by sales tax department-under appeal 	 26.1.4	  25,820 	  25,820 
		  Order by income tax department-under appeal 	 26.1.5	  491 	  491 
		  Order by income tax department-under appeal 	 26.1.6	  954,859 	  -   
		  Order by sales tax department-under appeal 	 26.1.7	  18,697 	  -   
		  Order by sales tax department-under appeal 	 26.1.8	  8,225 	  -   

					      1,626,598 	  648,080 

 	 26.1.1	 The Sales Tax Department has issued show-cause notice followed by an order amounting to Rs. 138.8 million in respect of the period from 
July 2005 to June 2007 for non payment of sales tax on certain items including disposal of fixed assets, inadmissible input tax claimed on 
electricity bills of retail outlets, inadmissible input tax adjustment claimed against zero rated retail supplies and less declaration of output 
sales tax in returns when compared with final accounts. The Company filed an appeal against the order before Commissioner Sales Tax 
(Appeals) who has dismissed the appeal vide order dated 31-01-2009. Thereafter, the Company filed an appeal against the stated order 
before Appellate Tribunal Inland Revenue (ATIR) who has decided the appeal in favor of the Company. The Sales Tax Department filed a 
reference application in Honorable Lahore High Court (LHC). LHC vide its order dated 16-05-2012 disposed off the reference application. 
However, at the year end, the Company is not aware if any leave for appeal has been made by the Sales Tax Department. Moreover, on 
08-07-2013, Company received a letter from sales tax department asking for documentary evidence/record that no input tax has been 
claimed against retail sales during above mentioned period. The Company has given a comprehensive reply to this letter and is of the 
opinion that this matter has already been decided by ATIR in favour of the Company and has attained finality as has been quoted by 
Commissioner (Appeals) in one of his orders. 

	
	 26.1.2	 The Company has received an order from sales tax department amounting to Rs. 201 million for non-payment of retail tax on sales made 

through retail outlets and inadmissible input tax adjustment claimed against zero-rated retail supplies for the period from July 2007 to 
December 2008. The Company filed an appeal against the order before the Commissioner Sales Tax (Appeals) which was not decided 
in favour of the Company. The Company has filed an appeal with the Appellate Tribunal Inland Revenue (ATIR), which is pending 
adjudication. Moreover, on 25-06-2012, Company received an additional order from Deputy Commissioner Inland Revenue (DCIR) 
amounting to Rs. 64 milion pertaining to period from July 2007 to December 2008 of the sales tax previously refunded to the Company. 
The case has been referred to concerned ACIR/DCIR enforcement against the order. Company has filed an appeal with CIR(Appeals) 
which is pending adjudication. Based on legal advisor’s opinion, the Company expects a favorable outcome of the matter.	

	
	 26.1.3	 The Company has received 19 separate orders dated 17-10-2012 and 14-11-2012 in which sales tax refunds for the periods from November 

2008 to December 2010 amounting to Rs. 237.37 million has been rejected on the grounds that input sales tax relating to retail turnover 
is not admissible. The Company filed seperate appeals against these orders with Commissioner (Appeals). The Commissioner (Appeals) 
decided 16 appeals against while 3 appeals in favour of the Company. The Company has filed 16 seprate appeals while Tax department 
has filed 3 seperate appeals with the Appellate Tribunal Inland Revenue (ATIR), which are pending adjudication. Based on legal advisor’s 
opinion, the Company expects a favorable outcome of the matter.	

	
	 26.1.4	 The Company has received an order dated 18-10-2012 from Sales tax department demanding Rs. 25.820 million on the basis that 

Company has wrongly adjusted input sales tax against output sales tax for the month of April 2011. Company filed an appeal with 
Commissioner (Appeals) who has decided the case in favour of the Company. However, at the period end, Department’s appeal is 
pending for adjudication with ATIR.	

	
	 26.1.5	 The Company received a show cause notice from the income tax department in respect of understatement of tax liability under u/s 147 

(4) for the tax year 2009. Accordingly the Assistant Commisioner Inland Revenue (ACIR) charged additional tax u/s 205(IB) of the Income 
Tax Ordinance, 2001 and created a demand of Rs. 490,985/-. The Company has filed an appeal before the CIR (Appeals) and is pending 
adjudication. Based on legal advisor’s opinion, the Company expects a favorable outcome for the matter.	

	
	 26.1.6	 On 21-08-2013, Company received an assessment order from Deputy Commissioner Inland Revenue (DCIR) for the tax year 2011, 

adding back different provisions and liabilities and also assessing that Company has suppressed turnover to the tune of PKR. 1,427 
million. Based on these add backs the DCIR created a demand of PKR. 954.859 million. The Company filed an appeal with Commissioner 
(Appeals), who deleted almost all the add backs and there is no liability against the Company against this order. However, Department 
filed an appeal against the order of Commissioner with ATIR which is pending for adjudication..	
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	 26.1.7	 A show-cause notice was issued to the Company requiring an explanantion for claiming the benefit of zero-rating on supplies, amounting 
to Rs. 18.697 million. The demand was subsequently raised by the department which was successfully challenged in the Lahore High 
Court through writ petition No. 16140/2013. In its order, dated 25-06-2013, the Court suspended the operation of show-cause notice. Tax 
Advisor is confident that the writ petition will be decided in favour of the Company. 	

	
	 26.1.8	 The Compamny has received a demand notice of Rs. 8.225 million stating that the input tax claimed by the Company did not match the 

sales with sales tax return of suppliers. The demand notice was however, subsequently suspended by the decision of the Lahore High 
Court through writ petition no. 15721/2013. The Company based on the advice of its tax advisor is confident that the writ petition will be 
decided in the favour of the Company. 

	
	 26.2	Commitments 

	 26.2.1	 The Company has entered into rent agreements for retail shops. There are no restrictions placed upon the Company by entering into 

these  agreements. Future minimum lease payable under these agreements as at 31 December are as follows: 	

	 		
			    Note	 2013	 2012

	 (Rupees in ’000)

		  Within one year		   575,383 	  508,406 
		  After one year but not more than five years		   1,828,794 	  1,614,046 
		  More than five years		   1,083,789 	  946,040 

						       3,487,966 	  3,068,492 
	 26.2.2	 Commitments in respect of:	

			   Capital expenditure		   20,873 	  4,691 
			   Letters of credit and bank contracts		   573,346 	  431,643 

						       594,219 	  436,334

27.	 SALES

		  Shoes and accessories	
			   Local			   14,594,739 	  13,135,416 
			   Export		   183,687 	  138,043 

						       14,778,426 	  13,273,459 
		  Sundry articles and scrap material		   30,732 	  32,149 

						       14,809,158 	  13,305,608 
	
		  Less: Sales tax 			   764,079 	  668,165 
		  Discounts to dealers and distributors		   1,059,957 	  988,126 
		  Commission to agents / business associates		   210,684 	  172,500 

						       2,034,720 	  1,828,791 

						       12,774,438 	  11,476,817
 
	
28.	 COST OF SALES	

		  Cost of goods manufactured	 28.1	  3,734,123 	  3,672,889 
		  Finished goods purchased		   4,177,706 	  3,676,374 
		  Add: Opening stock of finished goods		   1,981,715 	  1,850,498 

						       9,893,544 	  9,199,761 
		  Less: Closing stock of finished goods	 28.2	  2,113,219 	  1,981,715 

						       7,780,325 	  7,218,046
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			    Note	 2013	 2012

	 (Rupees in ’000)

	 28.1	 Cost of  goods manufactured	

		  Raw material consumed	
			   Opening stock		   177,448 	  294,973 
			   Add: Purchases		   3,166,761 	  2,986,249 

						       3,344,209 	  3,281,222 
			   Less: Closing stock		   181,572 	  177,448 

						       3,162,637 	  3,103,774 
		  Store and spares consumed		   13,410 	  11,638 
		  Fuel and power		   163,376 	  138,265 
		  Salaries, wages and benefits	 28.3	  324,879 	  284,937 
		  Repairs and maintenance	 28.4	  59,976 	  45,777 
		  Insurance			    8,821 	  7,301 
		  Depreciation		  6.3	  28,668 	  24,918 

						       3,761,767 	  3,616,610 
		  Add: Opening goods in process		   45,866 	  102,145 

						       3,807,633 	  3,718,755 
		  Less: Closing goods in process		   73,510 	  45,866 

						       3,734,123 	  3,672,889

	 28.2	 This includes provision of Rs. (‘000) 4,658 (2012: reversal of Rs. (‘000) 859) in respect of provision for slow moving and obsolete stock.		
	

	 28.3	 These include Rs. (‘000) 9,899 (2012: Rs. (‘000) 9,284) and Rs. (‘000) 2,904 (2012: Rs. (‘000) 4,324) in respect of contribution to provident fund trust 
and provision for gratuity respectively.			 

	 28.4	This includes provision for obsolescence of stores and spares amounting to Rs. (‘000) 915 (2012: Rs. (‘000) 1,702).		
	
			   Note	 2013	 2012

	 (Rupees in ’000)

29.	 DISTRIBUTION COST

		  Salaries and benefits	 29.1	  603,817 	  549,284 
		  Freight 			    207,890 	  166,285 
		  Advertising and sales promotion		   192,466 	  167,844 
		  Rent			    638,228 	  565,324 
		  Insurance		   17,250 	  11,256 
		  Trade mark license fee	 29.2	  344,544 	  296,951 
		  Fuel and power		   204,572 	  181,203 
		  Repairs and maintenance		   44,689 	  48,469 
		  Entertainment		   9,237 	  7,214 
		  Business and property taxes		   2,300 	  2,580 
		  Depreciation	 6.3	  93,909 	  79,900 
		  Provision for trade debts		   10,124 	  6,037 
		  Provision for other debts		   5,048 	 -
		  Miscellaneous		   340 	  350 

					      2,374,414 	  2,082,697   

	 29.1	 These include Rs. (‘000) 21,352 (2012: Rs. (‘000) 18,818) and Rs. (‘000) 2,988 (2012: Rs. (‘000) 2,877) in respect of contribution to provident fund 
trust and provision for gratuity respectively.

	 29.2	 This represents the royalty fee payable to Bata Brands S.A.R.L. (Luxembourg). Further, included in this amount is Rs. (‘000) 6,673 (2012: Rs. (‘000) 
26,996) in repect of excise duty and Rs. (‘000) 37,399 (2012: Rs. (‘000) Nil) in respect of provincial sales tax on trade mark license fee. 	
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			    Note	 2013	 2012

	 (Rupees in ’000)

30.	 ADMINISTRATIVE EXPENSES

		  Salaries and benefits	 30.1	  373,854 	  328,596 
		  Employee welfare		   26,076 	  22,729 
		  Fuel and power		   22,661 	  19,581 
		  Telephone and postage		   18,846 	  18,083 
		  Insurance		   3,724 	  2,495 
		  Travelling		   101,684 	  86,848 
		  Repairs and maintenance		   24,184 	  18,894 
		  Printing and stationery		   19,550 	  17,799 
		  Donations and subscription	 30.2	  2,190 	  1,967 
		  Legal and professional charges		   8,625 	  4,793 
		  Business and property taxes		   13,032 	  836 
		  Management service fee	 30.3	  166,051 	  151,594 
		  Depreciation	 6.3	  8,828 	  7,663 
		  Amortization on intangible assets	 7.1	  6,227 	  6,372 
		  Miscellaneous		   21,785 	  13,343 

					      817,317 	 701,593  
	
	 30.1	 These include Rs. (‘000) 10,767 (2012: Rs. (‘000) 9,225) and Rs. (‘000) 689 (2012: Rs. (‘000) 1,058) in respect of contribution to provident fund trust 

and provision for gratuity respectively.

	 30.2	 None of the directors of the Company or any of their spouses have any interest in the funds of donees.	
			 
	 30.3	 This includes the monthly fee paid to Global Footwear Services Pte Limited, a related party, in respect of management services.
	
			    Note	 2013	 2012

	 (Rupees in ’000)

31.	 OTHER EXPENSES

		  Workers’ profit participation fund	 24.4	  90,509 	  74,004 
		  Workers’ welfare fund		   25,263 	  20,047 
		  Auditors’ remuneration 	 31.1	  6,833 	  6,134 
		  Exchange loss		   17,165 	  19,001 
		  Loss on fixed assets sold / scrapped		   2,362 	  -   
		  Impairment loss	 6.1	  4,982 	  -   

					      147,114 	  119,186 

	 31.1	 Auditors’ remuneration

		  Statutory audit		   3,911 	  2,622 
		  Review of six monthly accounts		   978 	  890 
		  Other reviews and certifications 		   844 	  1,652 
		  Out of pocket expenses		   1,100 	  970 

					      6,833 	  6,134
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			    Note	 2013	 2012

	 (Rupees in ’000)

32.	 OTHER INCOME

	 Income from financial assets	

		  Profit on long term investments		   3,911 	  3,501 
		  Profit on short term investment		   34,945 	  16,471 
		  Profit on bank deposits		   28,026 	  31,482 

					      66,882 	  51,454 
	 Income from non - financial assets	

		  Rental Income		   7,217 	  2,477 
		  Gain on disposal of fixed assets	 6.4	  -   	  2,813 
		  Income from discounting from supplier invoices		   11,536 	  -   

					      18,753 	  5,290 

					      85,635 	  56,744
33.	 FINANCE COSTS

	 Interest / mark-up on:	

		  Short term borrowings	 25	  -   	  -   
		  Workers’ profit participation fund	 24.4	  350 	  450 
		  Employees / agents’ securities and personal accounts	 33.1	  4,892 	  4,832 

					      5,242 	  5,282 
	
		  Bank charges and commission		   21,273 	  21,171 

					      26,515 	  26,453  

	
	 33.1	 These do not include any amounts on account of related parties (2012: Rs. (‘000) Nil) 		
	

 
			   Note	 2013	 2012

	 (Rupees in ’000)

34.	 TAXATION

	 Current	

	 For the year			    470,791 	  364,479 
	 For prior years		   2,102 	  (6,322)

					      472,893 	  358,157 
	 Deferred	

	 Relating to originating and reversal of temporary differences		   10,238 	  6,628 
	 Income resulting from change of rate of tax		   (1,165)	  -   

					      481,966 	  364,785
	 Relationship between tax expenses and accounting profit	

	 Accounting profit before taxation		   1,714,388 	  1,385,586 

	 Tax at applicable tax rate of 34% (2012: 35%)		   582,892 	  484,955 
	 Tax effect of expenses not allowed for tax		   46 	  114 
	 Effect of tax on export sales, imported finished goods and rental income	
	 under Final Tax Regime		   (103,074)	  (113,962)
	 Effect of prior years tax		   2,102 	  (6,322)

	 Tax expense for the year		   481,966 	  364,785
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			    Note	 2013	 2012

	 (Rupees in ’000)

35.	 EARNINGS PER SHARE - BASIC AND DILUTED	

 	 Basic earnings per share are calculated by dividing net profit for the year
	  attributable to  ordinary equity holders of the Company by weighted average 
	 number of ordinary shares outstanding during the year. The following reflects 
	 the income and share data used in the basic and diluted earnings 
	 per share computations: 			 
				  
Profit after taxation - (Rupees in ‘000)		   1,232,422 	  1,020,801 
	
Weighted average number of ordinary shares (in thousands)	 18.2	  7,560 	  7,560 

Earnings per share - basic and diluted (Rupees per share)		   163.02 	  135.03 
	
There is no dilutive effect on the basic earnings per share of the Company.			 

36.	 CASH AND CASH EQUIVALENTS

	 For the purpose of the cash flow statement, 
	 cash and cash equivalents comprise the following: 			 
 	 Short term investment		   968,000 	  500,000 
	 Bank balances in	
		  Current accounts		   75,637 	  29,754 
		  Daily profit accounts		   334,240 	  640,635 
	 Cash in transit			   28,125 	  60,393 
	 Cash in hand			    1,937 	  2,413 

					      1,407,939 	  1,233,195

37.	 REMUNERATION OF DIRECTORS AND EXECUTIVES

	 The aggregate amounts charged in the financial statements for the year in respect of remuneration, including all benefits to Chief Executive, Directors 
and Executives of the Company are as follows:			 

		  Chief  Executive	 Directors	 Executives

				    2013	 2012	 2013	 2012	 2013	 2012

	  	 (Rupees in ‘000)

 	 Managerial remuneration	  25,871 	  27,135 	  13,430 	  10,926 	  91,638 	  61,727 
	 Company’s contribution	  	
		  to provident fund	  -   	  2,346 	  -   	  23 	  6,936 	  4,942 
	 Perquisites and allowances	
		  Housing		  -   	  -   	  -   	  88 	  27,868 	  19,970 
		  Leave passage	  1,873 	  2,233 	  2,141 	  582 	  -   	  -   
		  Conveyance	  -   	  -   	  -   	  23 	  6,534 	  4,594 
		  Medical expenses reimbursed	  111 	  36 	  333 	  721 	  5,110 	  3,062 
		  Utilities		   -   	  -   	  -   	  23 	  6,534 	  4,594 
		  Others		   -   	  -   	  6,569 	  4,826 	  20,454 	  14,667 

				     27,855 	  31,750 	  22,473 	  17,212 	  165,074 	  113,556 

		  Number of persons	  1 	  1 	  2 	 2 	  73 	 51 

	 37.1	 In addition to the above, 8 (2012: 5) non executive directors were paid aggregated fee of Rs. (‘000) 1,075 (2012: Rs. (‘000) 925) for attending 
meetings.					   

	 37.2	 The Chief Executive and one of the directors of the Company are provided with company-maintained cars. 
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38.	 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

	 The Company’s principal financial liabilities comprise long term deposits and trade and other payables. The main purpose of these financial liabilities 
is to raise finances for the Company’s operations. The Company’s financial assets mainly comprise long term investments, security deposits, trade 
and other receivables, and cash and cash equivalent that arrive directly from its operations. The Company is exposed to market risk, credit risk and 
liquidity risk. The Company’s Board of Directors (the Board) reviews and agrees policies for the management of these risks. The Board has the overall 
responsibility for the establishment of a financial risk governance frame work. They provide assurance that the financial risk-taking activities are 
governed by appropriate policies and procedures and that financial risks are identified, measured and managed in accordance with the Company’s risk 
management policies. 			 

	 38.1	 Market risk	

		  Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of changes in market prices. Market 
risk comprise three types of risks: interest rate risk, currency risk and other price risk such as equity risk. The objective of market risk management 
is to manage and control market risk exposures within an acceptable range.			 

	 38.1.1	 Interest rate risk exposure	

		  Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in market interest 
rates. The Company’s exposure to the risk of changes in market interest rates relates primarily to the Company’s short-term debt obligations, 
which are borrowed at floating interest rates. The Company’s policy is to keep its short term running finances at the lowest level by effectively 
utilizing positive cash and bank balances. Further, the Company also minimizes the interest rate risk by investing in fixed rate investments like 
term deposit-receipts. 			 

	 The Company’s exposure to interest  rate risk on its financial assets and liabilities is summarized below:		

					     Fixed or	 2013	 2012	 2013	 2012

					     variable	 Effective rates	 Rupees in (‘000)

			   Financial Assets

				    Long term investments	 Fixed	 9.25 to 9.60%	 12.05 to 12.10%	  38,001 	  37,000 
				    Short term investments	 Fixed	 9.55 to 9.80%	 9.25 to 9.40%	  968,000 	  500,000 
				    Bank Balance in Daily profit account	 Fixed	 7.00 to 7.45%	 6.15 to 8.00%	  334,240 	  640,635 

								         1,340,241 	  1,177,635 
			   Financial Liabilities	

				    Long term deposits - employees’ securities	 Fixed	 6.80%	 10.00%	 38,001 	 37,000 
	      	     	  	 Deposits - agents	 Fixed	 6.80%	 10.00%	 61,337 	 53,280 

								        99,338 	 90,280  

		  Sensitivity analysis for variable rate instruments

		  The Company has all its investments in fixed rate instruments hence it is not subject to any fluctuation in market interest rates.	

	 38.1.2	 Currency risk

		  Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates. Foreign exchange 
risk arises mainly where receivables and payables exist due to transactions with foreign buyers and suppliers. The management has assessed 
that hedging its foreign currency payables will be more expensive than self assuming the risk. The foreign exchange risk management 
policy is reviewed each year on the basis of market conditions. The Company is mainly exposed to fluctuations in US Dollar, Euro and 
Singapore Dollar against Pak Rupee.				  
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		  The assets / liabilities subject to currency risk are detailed below:
			    	 2013	 2012

	 (Rupees in ’000)

		  Financial assets

		  Trade debts  - Export customers	
			   US Dollar		   4,038 	  3,507 
			   Euro		   -   	  790 
			   Pound sterling		   -   	  3,764  

					      4,038 	  8,061  
	 	 Financial liabilities	

		  Trade and other Payables - Foreign suppliers	
			   US Dollar		   11,673 	  78,926 
			   Euro		   19,241 	  59,905  
			   Singapore Dollar		   68,112 	  11,158 

					     99,026 	 149,989 
	 Foreign Currency Sensitivity analysis

		  The following table demonstrates the sensitivity of the Company’s profit before tax to a reasonably possible change in exchange rates of the 
major currencies involved in transactions with the foreign parties, keeping all other variables constant. Range of variation has been taken after 
considering the variation in year 2013 in the currencies involved.				  
				  

				    2013	 2012	 2013	 2012

				    Percentage	 Percentage	 (Rupees in ‘000)

				    Change in	 Change in	 Effect on Profit	 Effect on Profit
				    Exchange Rate	 Exchange Rate	 Before Tax	 Before Tax

						      + / -	 + / -

			   Variation in USD to PKR	 8%	 8%	 611 	 6,034 
			   Variation in EURO to PKR	 10%	 8%	 1,924 	 4,729 
			   Variation in Pound Sterling to PKR	 10%	 8%	 - 	  301 
			   Variation in Singapore Dollar to PKR	 5%	 10%	 3,406 	 1,116 

	 38.1.3	 Equity price risk

		  Equity price risk is the risk of loss  due to susceptibility of equity instruments towards market price risk arising from uncertainties about 
future values of the investment securities. The Company is not exposed to any equity price risk as the Company does not have any 
investment in equity shares at the balance sheet date.			 

	 38.2	Concentration of  credit risk

		  Credit risk represents the accounting loss that would be recognized at the reporting date, if counter parties fail to perform their contractual 
obligations. The Company’s maximum exposure to credit risk is represented by the carrying amount of each financial asset.		
				  

		  Investments are allowed only in liquid securities and only with banks. Given their high credit ratings, management does not expect any counter 
party to fail to meet its obligation.				  
				  

		  The management has a credit policy in place and exposure to credit risk is monitored on a continuous basis. Credit evaluations are performed 
on all customers requiring credit over a certain amount. The Company does not require collateral in respect of financial assets. The Company, 
however, mitigates any possible exposure to credit risk by taking security deposits from its dealers and distributors as well as by executing formal 
agreements with them. Out of total financial assets of Rs.(‘000) 1,851,655 (2012: Rs. (‘000) 1,648,955) following are subject to credit risk:

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

66



			    	 2013	 2012

	 (Rupees in ’000)

	 Financial assets	

 	 Long term investments		   38,001 	  37,000 
	 Long term deposits		   17,109 	  14,527 
	 Trade debts - unsecured	 38.2.1	  363,975 	  337,155 
	 Deposits			    17,016 	  22,032 
	 Interest accrued		   7,615 	  5,046 
	 Short term investment		   968,000 	  500,000 
	 Cash at bank			    409,877 	 670,389 

					     1,821,593 	 1,586,149  

	 38.2.1	 Out of the total trade receivables, 17.35% is concentrated in ten customers (2012: 17% in ten customers)	

	 38.2.2	 Long term investments

			   Financial institution		  Ratings	 Carrying Values

				    Agency	 Long Term	 Short term	 2013	 2012

		  (Rupees in ‘000)

			   Habib Metropolitan Bank Limited	 PACRA	 AA+	 A1+	  38,001 	  37,000  

							        38,001 	  37,000  
	 38.2.3	 Trade debts - other than related parties 
		  Carrying Values

		  2013	 2012

		  (Rupees in ‘000)

			   Neither past due nor impaired
							        344,185 	  315,734 
			   Past due but no impaired

			   1-30 days				     -   	  -   
			   31-60 days				     10,370 	  12,663 
			   61-90 days				     5,121 	  5,475 
			   Over 90 days				     261 	  2,896 

							        15,752 	  21,034 
			   Past due and impaired

			   1-30 days				     -   	  -   
			   31-60 days				     -   	  -   
			   61-90 days				     -   	  -   
			   Over 90 days				     16,161 	  6,037 

							        16,161 	  6,037

	 38.2.4	 Trade debts - receivable from related parties	
	
			   Neither past due nor impaired				     1,457 	  557 
	
			   Past due but not impaired				        	     
			   1-30 days				     - 	  -   
			   31-60 days				     151   	  -   
			   61-90 days				     - 	  - 
			   Over 90 days				     2,430 	  387

							       2,581	 387
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	 38.2.5	 Short term investments
				    Ratings		  2013	 2012

			   Financial institution	 Agency	 Long Term	 Short term	 (Rupees in ‘000)

			   Habib Metropolitan Bank Ltd.	 PACRA	 AA+	 A1+	  220,000 	  200,000 
			   Habib Metropolitan Bank Ltd.	 PACRA	 AA+	 A1+	  300,000 	  -   
			   Habib Bank Limited	 JCR-VIS	 AA+	 A-1+	  228,000 	  -   
			   Bank Al-Habib Limited	 JCR-VIS	 AA+	 A-1+	  220,000 	  300,000 

							        968,000 	  500,000 

	 38.2.6	 Cash at bank	 Ratings		  2013	 2012

			   Financial institution	 Agency	 Long Term	 Short term	 (Rupees in ‘000)

	
			   Habib Bank Limited	 JCR-VIS	 AA+	 A-1+	  133,978 	  631,635 
			   MCB Bank Limited	 PACRA	 AA+	 A1+	  70,247 	  5,989 
			   Habib Metropolitan Bank Limited	 PACRA	 AA+	 A1+	  2,602 	  12,613 
			   Bank Al-Habib Limited	 PACRA	 AA+	 A1+	  5,138 	  6,571 
			   Summit Bank Limited	 JCR-VIS	 A-	 A-2	  935 	  966 
			   National Bank of Pakistan	 JCR-VIS	 AAA	 A-1+	  640 	  378 
			   United Bank Limited	 JCR-VIS	 AA+	 A-1+	  42,933 	  11,587 
			   Silk Bank Limited	 JCR-VIS	 A-	 A-2	  -   	  207 
			   Barclays Bank PLC   	                                                             Standard & Poor’s	 A+	 A-1	  153,404 	  443 

							        409,877 	  670,389

	 38.3	Liquidity risk

		  Liquidity risk reflects an enterprise’s inability in raising funds to meet its commitments associated with financial liabilities as they fall due. Prudent 
liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of funding to an adequate amount of 
committed credit facilities and the ability to close out market positions. The Company follows a cash management and planning policy to ensure 
availability of funds and to take appropriate measures for new requirements. The Company had un-utilized short term borrowing facilities 
available from various Commercial banks aggregating to Rs. 685 million at 31 December 2013 (2012: Rs. 735 million). 	

		  The following table shows the maturity profile of the company’s financial liabilities:
		  2013

		  (Rupees in ‘000)

				    On demand	 Less than 1 year	 1 to  5 years	 Over 5 years	 Total

		  Long term deposits	  38,001 	  -   	  -   	  -   	  38,001 

		  Trade and other payables	  -   	  1,272,276 	  -   	  -   	  1,272,276 

	 	 2012

		  (Rupees in ‘000)

				    On demand	 Less than 1 year	 1 to  5 years	 Over 5 years	 Total

		  Long term deposits	  37,000 	  -   	  -   	 -	  37,000 

		  Trade and other payables	  -   	  1,189,691 	  -   	  -   	  1,189,691 

	 38.4	Fair value of  the financial instruments

		  Fair value is measured on the basis of objective evidence at each reporting date. The carrying value of all the financial instruments reflected in 
the financial statements approximates their fair value and accordingly, detailed disclosures of fair value are not being presented in these financial 
statements.		

 
39.	 CAPITAL RISK MANAGEMENT

	 The Company’s policy is to safeguard the Company’s ability to remain as a going concern and ensure a strong capital base in order to maintain 
investors’, creditors’ and market’s confidence and to sustain future development of the business.  The Board of Directors monitors the returns on capital, 
which the Company defines as net operating income divided by total shareholders’ equity. 

	 The Company’s objectives when managing:

	 a)	 to safeguard the entity’s ability to continue as a going concern, so that it can continue to provide returns for shareholders and benefits for other 
stakeholders; and			 
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	 b)	 to provide an adequate return to shareholders by pricing products 		
	
	 In order to maintain or adjust the capital structure, the Company may adjust the amount of dividends paid to shareholders, return capital to shareholders, 

issue new shares, or sell assets to reduce debt.			 
	

	 Consistent with the industry norms, the Company monitors its capital on the basis of gearing  ratio. The ratio is calculated as net debt divided by total 
capital. Net debt is calculated as total borrowings as shown in the balance sheet less cash and cash equivalent. Total capital is calculated as ‘equity’ as 
shown in the balance sheet plus net debt (as defined above).		

	 The debt - to- equity ratio as to 31 December is as follows:	 2013	 2012

		  (Rupees in ‘000)

	 Net debt					      -   	  -
	 Total equity	  				     4,500,647 	  3,933,505 
	 Capital gearing ratio				    -	 -
	
	 The Company is not subject to any externally-imposed capital requirements.

40.	 TRANSACTIONS WITH RELATED PARTIES

	 40.1	 The related parties and associated undertakings comprise parent company, related group companies, provident fund trust, directors and key 
management personnel. Remuneration of Chief Executive and directors is also shown in Note 37.  Transactions with related parties during the 
year are as follows;	

					     2013	 2012

		  (Rupees in ‘000)

		  Relationship with the Company	 Nature of  transactions

		  Associated Companies	 Purchase of goods and services	  1,277,346 	  1,381,734 
				    Sale of goods and services	  4,510 	  3,738 
				    Trade mark license fee	  300,472 	  269,955  
				    Management service fee & IT charges	  166,051 	  151,594  
		  Holding company	 Dividend paid	  450,321 	  272,543 
		  Staff Retirement Benefits	 Contribution to provident fund trusts	  42,018 	  37,326 
		  Staff Retirement Benefits	 Gratuity Paid	  3,932 	  2,511  
		  Key Management Personnel	 Remuneration	  90,808 	  84,673  

	 40.2	 The Company in normal course of business conducts transactions with its related parties. Balances of related parties at the reporting date have 
been shown under payables and receivables. The Company continues to have a policy, where by, all transactions with related parties and 
associated undertakings are entered into at arm’s length in the light of commercial terms and conditions.		

41.	 CAPACITY AND ACTUAL PRODUCTION

			   Installed capacity
		  No. of  shifts	 based on actual	 Actual
		  worked	 shifts worked	 production

			   Pairs in ‘000	 Pairs in ‘000

		  2013	 2012	 2013	 2012	 2013	 2012

	 Footwear in pairs	
	 Leather	 1  to  3	 1  to  3	  9,328 	  7,783 	  7,165 	  6,795 
	 Plastic	 3 	 3 	  6,874 	  6,296 	  5,658 	  5,042 

				     16,202 	  14,079 	  12,823 	 11,837 

	 41.1	 The deviation in actual production from installed capacity is due to rapidly growing trends as the Company has to change major shoe lines 
in accordance with the market trends. This involves change in manufacturing operations and product mix which causes variances not only 
between the installed capacity and actual production but also between the actual production of any two years.	
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			    	 2013	 2012

	 (Rupees in ’000)

42.	 NUMBER OF PERSONS EMPLOYED	

	 Number of persons employed as at year end		   2,343 	  2,400 
	 Average number of persons employed during the year		   2,364 	  2,444 
	
43.	 PROVIDENT FUND

	 Size of the fund (total equity)		   1,552,417 	  1,435,182 
	 Percentage of investments made		   92.33% 	  88.88% 
	 Fair value of investments		   1,433,402 	  1,275,525 
	 Cost of investments made		   1,371,475 	  1,213,598 
	
	 43.1	 Break-up of investments in terms of amount and percentage of the size of the provident fund are as follows: 

				    2013	 2012	 2013	 2012

		  (Rupees in ‘000)

				    Investments 	 Investments	 Investments	 Investments
				    (Rs. 000)	 % of  size of  the fund	 (Rs. 000)	 % of  size of  the fund

			   Treasury Bills	  -   	  -   	  -   	  -   
			   Term finance certificates	  -   	  -   	  -   	  -   
			   Pakistan Investment Bond	  20,000 	  1% 	  20,000 	  2% 
			   Musharaka Certificates	  -   	  -   	  78,000 	  6% 
			   Term deposit receipts	  1,333,100 	  93% 	  1,122,000 	  88% 
			   Mutual fund units	  80,320 	  6% 	  55,525 	  4% 

				     1,433,420 		   1,275,525 

	 43.2	 Investments out of provident fund have been made in accordance with the provision of the section 227 of the Companies Ordinance, 1984 and 
the rules formulated for this purpose.

	 43.3	The above information is based on audited financial statements of the provident fund.

						    
44.	 POST BALANCE SHEET EVENTS

	 The Board of Directors at its meeting held on 20 February 2014 has approved a final dividend @ Rs. 35 per share for the year ended 31 December 2013 
(2012: Rs. 23 per share) amounting to Rs. (‘000) 264,600 (2012: Rs. (‘000) 173,880) and transfer to general reserve amounting to Rs. (‘000) 490,000 (2012: 
Rs. (‘000) 620,000) for approval of the members at the Annual General Meeting to be held on 24 April, 2014. The financial statements do not reflect the 
effect of the above events.				  
			 

45.	 DATE OF AUTHORIZATION FOR ISSUE

	 These financial statements were authorized for issue by the Board of Directors on 20 February 2014.

46.	 GENERAL

	 Following have been re-arranged for the purpose of better presentation.

		  From	 To	 Amount

		  Note no.	 Name	 Note no.	 Name	 (Rupees in ‘000) 	

		  33.	 Finance cost	 29.	 Distribution cost	  26,996 

	 ____________________	 ________________
	 Chief Executive	 Director
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AS AT 31 DECEMBER 2013

	  No. of  	  Shareholding 		   Total 
	  Shareholders 	  From 	  To 	  Shares held 
	

  	 615 	  1 	  100 	  25,843 

	  377 	  101 	  500 	  92,754 

	  59 	  501 	  1,000 	  43,323 

	  42 	  1,001 	  5,000 	  82,390 

	  4 	  5,001 	  10,000 	  27,990 

	  1 	  10,001 	  15,000 	  11,392 

	  1 	  20,001 	  25,000 	  21,000 

	  1 	  25,001 	  30,000 	  28,076 

	  1 	  40,001 	  45,000 	  41,682 

	  1 	  95,001 	  100,000 	  99,674 

	  1 	 305,001	 310,000 	 309,776

	 1	 1,090,001 	  1,095,000 	  1,090,234 

	  1 	  5,685,001 	  5,690,000 	  5,685,866 

	 1,105 			    7,560,000 
	

CATEGORIES OF SHAREHOLDERS 	
	
		   Number of 	 Total	 Percentage
		  Shareholders	 Shares held 
	
FOREIGN SHAREHOLDERS 	
	
	 Bafin (Nederland) B.V. 	   1 	  5,685,866 	  75.21  
	
	
LOCAL SHAREHOLDERS 	
	
	 Individuals	  1,074 	  249,761 	  3.30 
	 National Investment Trust LTD.	  2 	  49,076 	  0.65 
	 National Bank of Pakistan 	  3 	  1,090,885 	  14.43 
	 Industrial Development Bank of Pakistan (ICP)	  1 	  125 	  0.00 
	 Pension Fund 	 1	 99,674	 1.32
	 Benevolent Fund	 1	 3,498	 0.05
	 Insurance Companies 	  4 	  327,201 	  4.33 
	 Investment / Joint Stock Companies 	  13 	  45,835 	  0.61
	 Modarabas and Mutual Funds	 5	 8,079	 0.11

		   1,105 	  7,560,000 	  100.00 
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			    Number of   
 Categories of  Shareholders 	  shares held 

  1. 	  Directors, Chief  Executive Officer, their spouses and minor children 	
	  Chief  Executive 	  -   
	  Directors 	
		   Mr. Fakir Syed Aijazuddin 	  1 
		   Mr. Ijaz Ahmad Chaudhry 	  1 

	  Directors’ spouses and their minor children 	  -   

 2. 	  Associated companies, undertakings and related parties 	
		   Bafin (Netherlands) B.V. 	  5,685,866 

 3. 	  NIT and ICP 	
	  National Bank of Pakistan - Trustee department of NIT 	  1,090,234 
	  National Investment Trust Ltd. 	  28,076 
	  National Investment Trust Ltd. Admn. Fund 	  21,000 
	  Industrial Development Bank of Pakistan 	  125 

 4. 	  Banks, DFI’s and NBFI’s 	
	  National Bank of Pakistan 	  40 
	  National Bank of Pakistan 	  611 

 5. 	  Insurance Companies 	
	  EFU General Insurance Limited 	  309,776 
	  Habib Insurance Company Limited 	  6,000 
	  State Life Insurance Corporation of Pakistan 	  11,392 
	  The Crescent Star Insurance Company Limited 	  33 

 6. 	  Investment Companies 	
	  Tundra Pakistan Fond 	  41,682 

 7. 	  Modarbas and Mutual Funds 	
	  B.R.R Guardian Modaraba (CDC)	  2,053 
	  CDC-Trustee AKD Index Tracker Fund (CDC) 	  406 
	  CDC-Trustee JS Islamic Pension Savings Fund - Equity Sub Fund (CDC) 	  460 
	  Trustee - Pakistan Islamic Pension Fund Equity Sub Fund (CDC)	  1,860 
	  Trustee - Pakistan Pension Fund Equity Sub Fund (CDC)	  3,300 

 8. 	  Pension Fund 	
	  Trustee National Bank of Pakistan Employee Pension Fund 	  99,674 

 9. 	  Benevolent Fund 	
	  Trustee National Bank of Pakistan Employee Benevolent Fund Trust  	  3,498 

 10. 	  Joint Stock Companies 	
	  Fateh Industries Limited 	  160 
	  Naeem’s Securities (Pvt) Limited 	  50 
	  Service Sales Corp. (Pvt) Limited 	  100 
	  BMA Capital Management Limited (CDC)	  2,550 
	  IGI Finex Securities Limited (CDC)	  1 
	  Irfan Mazhar’s Securities (Pvt.) Limited (CDC) 	  360 
	  NH Securities (Pvt.) Limited (CDC) 	  135 
	  Sarfraz Mahmood Securities (Pvt.) Limited (CDC)	  25 
	  Stock Master Securities (Pvt.) Limited (CDC)	  50 
	  Haral Sons (SMC-Pvt) Limited (CDC)	  700 
	  UHF Consulting Pvt. Limited (CDC)	  21 
	  UHF Consulting Pvt. Limited (CDC)	  1 

11. 	  General Public 	  249,759 

12. 	  Executives, their spouses and minor children	 -

			   7,560,000 

	
 Shareholders holding more than 10 % voting interest in the company 	

	  Bafin (Nederlands) B.V. 	  5,685,866 

	  National Bank of Pakistan - Trustee department of NIT 	  1,090,234 
	  National Bank of Pakistan 	  40 
	  National Bank of Pakistan 	  611 
	  National Investment Trust Ltd. Admn. Fund 	  21,000 
	  National Investment Trust Ltd.  	  28,076 

	  		  1,139,961 

			   6,825,827

		
	 During the financial year the trading in shares of the Company by the Directors, CEO, CFO, Company Secretary 	
	 and their Spouses and minor children is NIL.	
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I/We

of

being a member of Bata Pakistan Limited and holder of

	 Ordinary Shares as per Share Register Folio
(No. of Shares)	

No.	 and / or CDC Participant I.D. No.

and Sub Account No.	 hereby appoint

of

or failing him	 of

as my/our proxy to vote for me/us and on my/our behalf at the 62nd Annual General Meeting of the Company to be hled on April 24, 2014 and at any 

adjournment thereof.

Signed this	 day of	 2014.

WITNESSES:

1.	 Signature

	 Name

	 Address

	 NIC or

	 Passport No.

2.	 Signature

	 Name 

	 Address

	 NIC or

	 Passport No.

Note:
1.	 A member entitled to be present and vote at the Meeting may appoint a proxy to attend and vote for him/her. A proxy need not be a member of 

the Company.

2.	 Proxies in order to be effective must be received at the Registered Office of the Company not less than 48 hours before the meeting.

3.	 CDC Shareholders and their Proxies must each attach an attested photocopy of their National Identity Card or passport with this proxy form.

FORM OF PROXY
62nd annual general meeting

The Secretary
Bata Pakistan Limited
P.O. Batapur,
Lahore.

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

Signature on
Rs. 5/-

Revenue stamp
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AFFIX

CORRECT

POSTAGE

The company Secretary

BATA PAKISTAN LIMITED
P.O. BATAPUR,
LAHROE.
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