








































Decade at a Glance

                                                                                                                                                   Year Ended

June 30, June 30, June 30, June 30, June 30, June 30, June 30, June 30, June 30, June 30,

2009    2008     2007    2006    2005    2004    2003   2002   2001    2000    

                                                               ........................................................................................Rs. '000'.......................................................................................................

Cash 12,231 61,660 18,860 47,199 5,796 6,956 10,834 15,029 2,304 6,360 

Receivables 128,827 100,585 63,710 83,698 51,303 33,824 51,571 39,070 35,439 39,303 

Stores & spares 51,500 39,789 38,116 32,443 30,586 18,079 10,729 7,142 8,940 5,878 

Inventory 779,263 172,381 344,924 366,928 305,460 150,430 156,972 202,345 176,859 189,782 

Other current assets 169,585 136,203 78,401 82,665 61,653 64,055 53,557 62,258 60,609 50,189 

Non-current assets 1,743,351 1,262,898 1,233,027 414,119 330,954 273,908 268,450 278,061 307,086 298,955 

Total assets 2,884,757 1,773,516 1,777,038 1,027,052 785,752 547,252 552,113 603,905 591,237 590,467 

Account payables 751,134 389,479 487,387 476,435 353,107 211,360 102,195 105,476 102,929 82,866 

Other current liabilities 95,298 52,124 22,848 —   —   8,831 45,679 153,978 211,800 250,604 

Long term liability 291,062 135,101 144,493 129,914 97,503 38,218 141,622 148,112 151,441 157,551 

Surplus on revaluation of land & building 962,625 685,194 689,322 —   —   —   —   —   —   —   

Sponsors loan 33,679 60,260 72,144 101,944 101,944 117,437 108,676 108,676 55,967 11,156 

Paid-up capital 341,442 218,873 182,394 140,303 122,003 122,003 122,003 122,003 122,003 122,003 

Share Premium 109,437 —   —   —   —   —   —   —   —   —   

Retained earning/ (loss) 260,080 192,485 138,450 138,456 71,196 49,403 31,938 (34,340) (52,903) (33,713)

Reserves 40,000 40,000 40,000 40,000 40,000 —   —   —   —   —   

Total equity & liabilities 2,884,757 1,773,516 1,777,038 1,027,052 785,752 547,252 552,113 603,905 591,237 590,467 

Revenue 1,323,255 1,024,185 855,660 1,013,609 621,602 413,175 386,600 292,374 202,532 230,754 

Cost of goods sold 1,026,796 811,567 701,040 819,069 511,652 355,038 353,765 261,128 199,246 205,714 

Gross profit 296,459 212,618 154,620 194,540 109,950 58,137 32,835 31,246 3,286 25,040 

Admin., selling and Other expenses 57,040 47,556 31,054 38,398 26,900 16,270 13,602 12,802 16,809 17,215 

Financial charges 17,489 10,868 15,292 8,996 6,304 3,495 3,110 2,914 5,308 19,260 

Taxation 78,804 57,345 16,656 72,294 14,461 18,145  (6) 1,462 1,013 1,154 

Net profit 143,126 96,850 87,484 85,563 61,790 29,665 66,278 18,563 (19,190) (11,908)

Depreciation 58,379 53,062 37,688 36,719 25,689 22,419 24,058 26,352 16,966 18,446 

Cash flow from operation 41,651 219,293 262,964 160,869 69,609 165,013 96,959 24,272 23,444 68,737 

Net working capital 294,974 69,015 33,776 136,498 101,691 53,153 135,789 66,390  (30,578)  (41,958)

Current ratio 1.35 1.16 1.07 1.29 1.29 1.24 1.92 1.26 0.90 0.87 

Quick  ratio 1.29 1.07 0.99 1.22 1.20 1.16 1.85 1.23 0.87 0.86 

Payable/receivable 2.84 1.86 3.59 2.86 3.13 2.25 1.41 2.56 3.28 3.73 

Cash flow/ total debt 9.92% 88.61% 109.80% 69.38% 34.90% 100.32% 32.76% 5.91% 5.59% 16.39%

Inventory age (days) 277 78 180 164 218 155 162 283 324 337 

Collection period (days) 36 36 27 30 30 30 49 49 64 62 

Operating assets turnover 0.76 0.81 0.69 2.45 1.88 1.51 1.44 1.05 0.66 0.77 

Gross profit margin 22% 21% 18% 19% 18% 14% 8% 11% 2% 11%

Net profit margin 11% 9% 10% 8% 10% 7% 17% 6% -9% -5%

Return on capital 14% 16% 16% 17% 16% 9% 16% 5% -7% -5%

Return on operating assets 8% 8% 7% 21% 19% 11% 25% 7% -6% -4%

Return on equity 24% 24% 27% 31% 32% 17% 43% 21% -28% -13%

Revenue per share 39 47 47 72 51 34 32 24 17 19 

Earning per share (Rs) 4.23 4.62 4.80 6.10 5.06 2.43 5.43 1.52 (1.57) (0.98)

Face value of share 10 10 10 10 10 10 10 10 10 10 

Break-up value per share 22 21 18 20 16 14 13 7 6 7 

Earning per break-up value of share 1.91 2.15 2.73 3.07 3.20 1.73 4.31 2.12 (2.78) (1.35)

Earning per share % of face value 42% 46% 48% 61% 51% 24% 54% 15% -16% -10%

Earning per share % of break-up value 19% 22% 27% 31% 32% 17% 43% 21% -28% -13%

 High stock price-at end 51.30 70.00 90.00 52.20 34.90 15.40 9.95 3.25 5.00 3.00 

Low stock price-at end 25.75 67.63 88.00 52.20 34.90 15.40 9.65 3.25 5.00 3.00 

Average stock price-at end 38.53 68.82 89.00 52.20 34.90 15.40 9.80 3.25 5.00 3.00 

Growth since last year (Rs) (30.29) (20.19) 36.80 17.30 19.50 5.60 6.55  (1.75) 2.00 0.75 

Growth since last Year % -44% -23% 70% 50% 127% 57% 202% -35% 67% 33%

Price earning ratio- at average. price 9.11 14.90 18.56 8.56 6.89 6.33 1.80 2.14 (3.18) (3.07)

             Seamless Tubular

Installed Capacity 32,000 32,000 32,000 32,000 32,000 32,000 32,000 32,000 32,000 32,000 

Utilized Capacity 13,446 13,100 14,529 16,285 8,986 8,374 8,986 8,518 4,614 5,052 

             Coating of pipes and tubes

Installed Capacity 50,000 —   —   —   —   —   —   —   —   —   

Utilized Capacity —   —   —   —   —   —   —   —   —   —   

             Special Precision Shafting

Installed Capacity 30,000 30,000 30,000 30,000 30,000 30,000 30,000 30,000 30,000 30,000 

Utilized Capacity —   —   —   —   —   —   —   —   —   —   

              Machinery and components

Installed Capacity 3,500 3,500 3,500 3,500 3,500 3,500 3,500 3,500 3,500 3,500 

Utilized Capacity 453 480 436 523 1,020 526 —   —   412 1,240 
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Statement of Compliance 
With the Best Practices of Code of Corporate Governance

This statement is being presented to comply with the Code of Corporate Governance contained in

Regulation 37 and 40 of listing regulations of Karachi Stock Exchange respectively for establishing a

framework of good governance, whereby a listed company is managed in compliance with the best practices 

of corporate governance.

The Company has applied the principles contained in the Code in the following manner:

1. The Board comprises nine directors, including the CEO. The Company encourages representation of

independent non-executive directors on its Board including those representing minority interests. At

present the Board includes seven non-executive directors including one director representing the

National Investment Trust Limited (NIT).

2. All the directors have given declaration that they were aware of their duties and powers under the

relevant laws and the Company’s Memorandum  and Articles of Association and the listing regulations

of the stock exchanges of Pakistan. 

3. The directors have confirmed that none of them is serving as a director in more than ten listed

companies, including this company.

4. All the resident directors of the Company are registered as taxpayers and none of them has defaulted in

payment of any loan to a banking company, a DFI or an NBFI. None of the directors is a member of a

stock exchange.

5. None of the directors or their spouses are engaged in business of stock brokerage.

6. All the directors were elected for a period of three years with effect from 01 January, 2007.

7. No casual vacancy occurred in the Board during the year.

8. The Company has adopted and circulated a “Statement of Ethics and Business Practices”, which has

been signed by all the directors and employees of the Company.

9. The Board has developed Vision and Mission Statement, overall corporate strategy and significant

policies of the Company. A complete record of particulars of significant policies along with the dates on

which they were approved or amended has been maintained. The level of materiality has also been

defined by the Board. 

10. All the powers of the Board have been duly exercised and decision on material transactions, including

appointment and determination of remuneration and terms and conditions of employment of the CEO

and other executive directors; have been taken by the Board.

11. The roles and responsibilities of the Chairman and the Chief Executive Officer are clearly defined.

12. The meetings of the Board are presided over by the Chairman and in his absence by a director elected

by the Board for this purpose.

13. The Board meets at least once in every quarter.

14. Written notices and agenda of Board Meetings are circulated not less than seven days before the

meetings.

15. The Minutes of the Board Meetings are appropriately recorded, singed by the Chairman and circulated

14 days from the date of meeting.
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Statement of Compliance
With the Best Practices of Code of Corporate Governance

16. The directors have been provided with copies of the Listing Regulations of the Karachi and Lahore

Stock Exchange (Guarantee) Limited, Company’s Memorandum and Articles of Association and the

Code of Corporate Governance and they are well conversant with their duties and responsibilities. All

the directors of the Company, being professionals and directors of other local companies have

adequate exposure of corporate matters and are already aware of their duties and responsibilities.

Orientation courses were conducted in preceding years.

17. All material information as required under the relevant rules has been provided to the stock exchanges

and to the Securities & Exchange Commission of Pakistan within the prescribed time limit. 

18. The Board has approved appointment of CFO and Internal Auditor, including their remuneration and

terms and condition of employment, as determined by the CEO. The Company Secretary was

appointed before the Code; therefore, his appointment does not require approval again.

19. The financial statements of the Company were duly endorsed by CEO and CFO and were reviewed by

the Audit Committee before approval of the Board.

20. The directors, CEO, CFO and other executives do not hold any interest in the shares of the Company

other than that disclosed in the pattern of shareholding.

21. All statements have been included in the Director’s report, which are required by the Code and Section

236 of the Companies Ordinance, 1984.

22. The Company has complied with all the corporate and financial reporting requirements of the Code.

23. The Board has formed a Board Audit Committee. It comprises three members, of whom all are non-

executive directors including the Chairman of the Committee.

24. The meetings of the Board Audit Committee were held at least once every quarter prior to approval of

interim and final results of the Company and as required by the Code. The terms and reference of the

committee have been formed and advised to the committee for compliance.

25. The Company has an internal audit function in place. The function is managed by suitably qualified and

experienced staff. 

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

under the quality control review program of the Institute of Chartered Accountants of Pakistan, that they

or any of the partners of the firm, their spouses and minor children do not hold shares of the Company

and that the firm and all its partners are in compliance with International Federation of Accountants

(IFAC) guidelines on code of ethics as adopted by Institute of Chartered Accountants of Pakistan.

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

services except in accordance with the listing regulations and the auditors have confirmed that they

have observed IFAC guidelines in this regard.

28. The Directors’ report has been prepared in compliance with the requirements of the Code and fully

described the salient matters required to be disclosed. 

29. We confirm that all other material principles contained in the Code have been complied with.

                                                                                                                       For and on Behalf of the Board

Karachi                                                Hafiz Abdul Majid

August 03, 2009                                                 Chief Executive
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Review Report to the Members on the Statement
of Compliance with the Best Practices of the
Code of Corporate Governance

We have reviewed the Statement of Compliance with the best practices contained in the Code of Corporate

Governance prepared by the Board of Directors of Huffaz Seamless Pipe Industries Limited (''the

Company'') to comply with the Listing Regulation No. 37(Chapter XI) of the Karachi Stock Exchange

(Guarantee) Limited, and No. 43 (Chapter XIII) of Lahore Stock Exchange (Guarantee) Limited, where the

Company is listed.

The responsibility for compliance with the Code of Corporate Governance is that of the Board of Directors of

the Company. Our responsibility is to review, to the extent where such compliance can be objectively

verified, whether the Statement of Compliance reflects the status of the Company's compliance with the

provision of the Code of Corporate Governance and report if it does not. A review is limited primarily to

inquiries of the Company personnel and review of various documents prepared by the Company to comply

with the Code.

As part of our audit of the financial statements we are required to obtain an understanding of the accounting

and internal control systems sufficient to plan the audit and develop an effective audit approach. We have

not carried out any special review of the internal control system to enable us to express an opinion as to

whether the Board's statement on internal control covers all controls and the effectiveness of such internal

controls.

Based on our review nothing has come to our attention, which causes us to believe that the Statement of

Compliance does not appropriately reflect the Company's compliance, in all material respects, with the best

practices contained in the Code of Corporate Governance as applicable to the Company for the year ended

June 30, 2009.

S.M. Suhail & Co.

Chartered Accountants

Karachi.
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Auditors’ Report to the Members

We have audited the annexed balance sheet of HUFFAZ SEAMLESS PIPE INDUSTRIES LIMITED as at

June 30, 2009 and the related profit and loss account, cash flow statement and statement of changes in

equity together with the notes forming part thereof, for the year then ended and we state that we have

obtained all the information and explanations which, to the best of our knowledge and belief, were necessary

for the purposes of our audit.

It is the responsibility of the Company's management to establish and maintain a system of internal control,

and prepare and present the above said statements in conformity with the approved accounting standards

and the requirements of the Companies Ordinance, 1984. Our responsibility is to express an opinion on

these statements based on our audit.

We conducted our audit in accordance with the auditing standards as applicable in Pakistan. These

standards require that we plan and perform the audit to obtain reasonable assurance about whether the

above said statements are free of any material misstatement. An audit includes examining, on a test basis,

evidence supporting the amounts and disclosures in the above said statements. An audit also includes

assessing the accounting policies and significant estimates made by management, as well as, evaluating

the overall presentation of the above said statements. We believe that our audit provides a reasonable basis

for our opinion and, after due verification, we report that:

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

Ordinance, 1984;

b) in our opinion:

i) the balance sheet and profit and loss account together with the notes thereon have been drawn up

in conformity with the Companies Ordinance, 1984, and are in agreement with the books of

accounts and are further in accordance with accounting policies consistently applied;

ii) the expenditure incurred during the year was for the purpose of the Company's business; and

iii) the business conducted, investments made and the expenditure incurred during the year were in

accordance with the objects of the Company;

c) in our opinion and to the best of our information and according to the explanations given to us, the

balance sheet, profit and loss account, cash flow statement and statement of changes in equity together

with the notes forming part thereof conform with approved accounting standards as applicable in

Pakistan, and, give the information required by the Companies Ordinance, 1984, in the manner so

required and respectively give a true and fair view of the state of the Company's affairs as at June 30,

2009 and of the profit, its cash flows and changes in equity for the year then ended; and

d) in our opinion, Zakat deductible at source under the Zakat and Ushr Ordinance, 1980, was deducted by

the Company and deposited in the Central Zakat Fund established under Section 7 of that Ordinance.

S.M. Suhail & Co.

Chartered Accountants

Karachi.

Engagement Partner: Muhammad Haris
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Commitment Towards Quality

Balance Sheet as at June 30, 2009

Note 2009   2008  
ASSETS                                                                                                      ................. Rs in ‘000 ................

Non - Current Assets

Property, plant & equipment 4 1,737,536 1,243,886 

Intangible assets 5 —   166 

Long term deposits 6 5,815 18,846 

Total Non - Current Assets 1,743,351 1,262,898 

Current Assets

Stores and  spare parts 7 51,500 39,789 

Stock-in-trade 8 779,263 172,381 

Trade debts - considered good 9 128,827 100,585 

Advances 10 135,409 92,626 

Trade deposits and prepayments 11 7,269 7,718 

Other receivables 12 26,907 35,859 

Cash and bank balances 13 12,231 61,660 

Total Current Assets 1,141,406 510,618 

TOTAL ASSETS 2,884,757 1,773,516 

EQUITY AND LIABILITIES

Equity and Surplus on Revaluation

Share Capital and Reserves 14

Authorized capital 14.1 500,000 500,000 

Issued, subscribed and paid-up capital 14.2 341,442 218,873 

Share premium 14.4 109,437 —   

General reserves 40,000 40,000 

Un-appropriated profit 260,080 192,485 

Total Equity 750,959 451,358 

Surplus on revaluation of property, plant & equipment 15 962,625 685,194 

Total Equity and Surplus on Revaluation 1,713,584 1,136,552 

Non Current Liabilities

Long term sponsors' advances - unsecured 16 33,679 60,260 

Musharka facility arrangement 17 113,514 —   

Liabilities against assets subject to finance lease 18 —   13,031 

Deferred liabilities 19 177,548 122,069 

Total Non Current Liabilities 324,741 195,360 

Current Liabilities

Trade and other payables 20 751,134 389,481 

Current portion of musharaka facility 17 14,189 —   

Current portion of liabilities against assets subject to finance lease —   4,079 

Provision for taxation 81,109 48,044 

Total Current Liabilities 846,432 441,604 

Contingencies and commitments 21 —   —   

TOTAL EQUITY AND LIABILITIES 2,884,757 1,773,516 

The annexed accounting policies and explanatory notes from 1 to 38 form an integral part of these financial

statements.

CHIEF EXECUTIVE DIRECTOR
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Commitment Towards Quality

Profit and Loss Account
For the year ended June 30, 2009

Note 2009   2008   
REVENUE                                                                                                        ................ Rs ‘000 ................

Turnover - net 22 1,323,255 1,024,185 

Less: Cost of turnover 23 1,026,796 811,567 

Gross Profit 296,459 212,618 

OPERATING EXPENSES

Distribution costs 24 5,247 3,366 

Administrative expenses 25 38,510 33,471 

Finance costs 26 17,489 10,868 

Total Operating Expenses 61,246 47,705 

Operating Profit 235,213 164,913 

OTHER OPERATING INCOME AND CHARGES

Other operating income 27 1,000 1,198 

Other operating charges 28 (14,283) (11,917)

Total Other Operating Income and Charges (13,283) (10,719)

Profit before Taxation 221,930 154,194 

TAXATION

Taxation 29 78,804 57,344 

Profit after Taxation 143,126 96,850 

Earnings Per Share - Basic 30 4.23 2.86 

The annexed accounting policies and explanatory notes from 1 to 38 form an integral part of these financial

statements.

CHIEF  EXECUTIVE DIRECTOR
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Commitment Towards Quality

Cash Flow Statement
For the year ended June 30, 2009

Note 2009   2008 
CASH FLOWS FROM OPERATING ACTIVITIES                                      ................ Rs ‘000 ................

Profit before taxation 221,930 154,194 

Adjustments for:

Depreciation 58,379 53,062 

Amortization of intangible assets 166 167 

Finance costs 17,489 10,868 

Workers' profit participation fund 11,776 8,263 

Staff gratuity 9,445 7,865 

Total adjustments 97,255 80,225 

Operating profit before working capital changes 319,185 234,419 

Changes in working capital 

(Increase) / decrease in current assets 

Stores and spare parts (11,711) (1,673)

Stock in trade (606,882) 172,543 

Trade debts (28,242) (36,875)

Advances, trade deposits, prepayments and other receivables 29,197  (35,925)

Total (Increase) / decrease in current assets (617,638) 98,070 

Increase / (decrease) in current liabilities

Trade and other payables 340,104 (113,196)

Cash generated from operations 41,651 219,293 

Finance costs paid (5,124) (2,061)

Gratuity paid (1,423) (1,747)

Taxes paid (62,618) (37,406)

Total (69,165) (41,214)

Net cash (used) / generated from operating activities (27,514) 178,079 

CASH FLOWS FROM INVESTING ACTIVITIES 

Addition to property, plant and equipment (269,300) (83,100)

Capital work in progress (278) —   

Long Term Deposits 13,031 —   

Net cash used in investing activities  (256,547) (83,100)

CASH FLOWS FROM FINANCING ACTIVITIES 

Payment made for assets subject to finance lease (17,110) (11,155)

Musharka facility availed 127,703 —   

Long term Sponsors' advances (26,581) (11,884)

Issuance of Right Shares 43,775 —   

Share premium 109,437 —   

Dividend paid (2,592) (29,140)

Net cash generated / (used) in financing activities 234,632 (52,179)

Net (decrease) / increase in cash and cash equivalents (49,429) 42,800 

Cash and cash equivalents at beginning of the year 61,660 18,860 

Cash and cash equivalent at end of the year 12,231 61,660 

The annexed accounting policies and explanatory notes from 1 to 38 form an integral part of these financial

statements.

CHIEF  EXECUTIVE DIRECTOR
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Statement of Changes in Equity
For the year ended June 30, 2009

Issued,

Subscribed and Share General Unappropriated

Particulars paid up capital Premium Reserve Profit Total

                                                    ................................................. Rs. ‘000’...................................................

Balance as at July 01, 2007 182,394 —    40,000  156,790  379,184 

Changes During The Year 2008

Bonus Shares issued (note 14.2) 36,479 —   —   (36,479) —   

Cash dividend @ Rs. 2/- per share —   —   —   (27,359) (27,359)

Net profit for the year —   —   —   96,850 96,850 

Transferred from surplus on 

revaluation of property, plant 

and equipment-net of 

deferred tax (note 15) —   —   —   2,683 2,683 

Balance as at June 30, 2008     218,873 — 40,000 192,485 451,358 

Changes during the year 2009

Right Shares issued 43,775 —   —   —   43,775 

Shares premium —   109,437 —   —    09,437 

Bonus Shares issued (note 14.2) 78,794 —   —   (78,794) —   

Net profit for the year —   —   —   143,126 143,126 

Transferred from surplus on 

revaluation of property, plant 

and equipment-net of 

deferred tax (note15) —   —   —   3,263 3,263 

Balance as at June 30, 2009    341,442 109,437 40,000 260,080 750,959 

The annexed accounting policies and explanatory notes from 1 to 38 form an integral part of these financial

statements.

CHIEF  EXECUTIVE DIRECTOR
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Notes to the Financial Statements

For the year ended June 30, 2009

1. LEGAL STATUS AND NATURE OF BUSINESS

The Company was incorporated in Pakistan as a public company limited by shares. The shares of the

Company are quoted on the Karachi and Lahore Stock Exchanges. The principal object and business of 

the Company is to manufacture and sell seamless steel pipes and tubes (tubular products). The

Registered Office of the Company is situated at 207-210, Mashriq Center, Block 14, Gulshan-e-Iqbal,

Karachi; and Plant of the Company is located at Nooriabad, District Dadu, Sindh.

2. BASIS OF PREPARATION

2.1 Statement of Compliance

These financial statements have been prepared in accordance with approved accounting

standards as applicable in Pakistan and the requirements of the Companies Ordinance, 1984.

Approved accounting standards comprise of such International Financial Reporting Standards

(IFRS) issued by the International Accounting Standards Board (IASB) as are notified under the

Companies Ordinance, 1984; provisions of and directives issued under the Companies

Ordinance, 1984. In case requirements differ, the provisions of, or directives issued under the

Companies Ordinances, 1984 shall prevail.

Amendments to published standards and new interpretations effective in 2008-2009:

The following amendments and interpretations to the existing standards have been published and

are mandatory for the company's accounting periods beginning on or after July 1, 2008 or later

periods:

IFRS 7, 'Financial instruments: Disclosures', notified by SECP effective for the annual periods

beginning on or after July 1, 2008 introduces new disclosures relating to financial instruments and

does not have any impact on the classification and valuation of the company's financial

instruments.

International Financial Reporting Interpretation Committee (IFRIC) Interpretation 14, ‘IAS 19 - The 

limit on a defined benefit asset, minimum funding requirements and their interaction’. The

interpretation provides guidance on assessing the limit in International Accounting Standard (IAS)

19 - 'Employee benefits' on the amount of surplus that can be recognized as an asset. It also

explains how the gratuity/defined benefit asset or liability may be affected by a statutory or

contractual minimum funding requirement. The funded and unfunded gratuity schemes of the

company are not subject to any minimum funding requirements and the requirements of this

interpretation have only been applied to assess the surplus arising in the company’s books under

the funded gratuity scheme.

Standards, amendments to published standards and interpretations effective in 2008-2009

but not relevant:

There are certain new standards, amendments to published standards and interpretations that are 

mandatory for accounting periods beginning on or after July 1, 2008 but are considered not to be

relevant or have any significant effect on the company's operations and are, therefore not

disclosed in these financial statements.
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Notes to the Financial Statements

For the year ended June 30, 2009

Standards, interpretations and amendments to published approved accounting standards

that are not yet effective:

The following standards, amendments and interpretations to existing standards have been

published and are mandatory for the company's accounting periods beginning on or after July 1,

2009 or later periods:

IAS 1 (Revised) 'Presentation of financial statements', (effective from January 1, 2009) was

issued in September 2007. The revised standard prohibits the presentation of items of income and 

expenses (that is, 'non-owner changes in equity') in the statement of changes in equity, requiring

'non-owner changes in equity' to be presented separately from owner changes in equity. All non-

owner changes in equity will be required to be shown in a performance statement, but entities can

choose whether to present one performance statement (the statements of comprehensive

income) or two statements (the income statement and statement of comprehensive income).

Further, where the company restates or reclassifies comparative information, it will be required to

present a restated balance sheet as at the beginning comparative period in addition to the current

requirement to present balance sheets at the end of the current period and comparative period.

The adoption of this standard will only impact the presentation of the financial statements.

IAS 19 (Amendment), ‘Employee benefits’ (effective from January 1, 2009).

o The amendment clarifies, that a plan amendment that results in a change in the extent to

which benefit promises are affected by future salary increases is a curtailment while an

amendment that changes benefits attributable to past service gives rise to a negative

past service cost if it results in a reduction in the present value of the defined benefit

obligation. Adoption of the amendment is not expected to have any effect on the

company's financial statements.

o The definition of return on plan assets has been amended to state that plan administration 

costs are deducted in the calculation of return on plan assets only to the extent that such

costs have been excluded from measurement of the defined benefit obligation. Adoption

of the amendment is not expected to have any effect on the company's financial

statements.

o The distinction between short term and long term employee benefits will be based on

whether benefits are due to be settled within or after 12 months of employee service

being rendered. Adoption of this amendment will only impact the presentation of the

financial statements.

o IAS 37, Provisions, contingent liabilities and contingent assets, requires contingent

liabilities to be disclosed and not to be recognized. IAS 19 has been amended to be

consistent with IAS 37. 

IAS 23 (Amendment) 'Borrowing costs' (effective from January 1, 2009). It requires an entity to

capitalize borrowing costs directly attributable to the acquisition, construction or production of a

qualifying asset (one that takes a substantial period of time to get ready for use or sale) as part of

the cost of that asset. On adoption the option of immediately expensing those borrowing costs will

be withdrawn. This amendment is not expected to have a significant effect on the company's

financial statements.
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IAS 36 (Amendment), ‘Impairment of assets’ (effective from January 1, 2009). As per the new

requirements, disclosures equivalent to those for value-in-use calculation should be made where

fair value less costs to sell is calculated on the basis of discounted cash flows. Addition of the

amendment is not expected to have significant effect on the company's financial statements.

IAS 38 (Amendment), ‘Intangible assets’ (effective from January 1, 2009). The amendment states

that a prepayment may only be recognized in the event that payment has been made in advance

of obtaining right of access to goods or receipt of services. Adoption of the amendment is not

expected to have any significant effect on the company's financial statements.

There are other amendments to the standards and new interpretations that are mandatory for

accounting periods beginning on or after July 1, 2009 but are considered not to be relevant or do

not have any significant effect on the company's operations and are therefore not mentioned in

these financial statements.

2.2 Basis of measurement

These financial statements have been prepared under the historical cost convention except that

the obligation under employees’ benefits is measured at present value and the factory land and

building are stated at revalued amount.

2.3 Functional and presentation currency

These financial statements are presented in Pakistani Rupees, which is the Company’s functional

currency.

2.4 Significant accounting estimates and judgments

The preparation of financial statements in conformity with approved accounting standards

required the use of certain critical accounting estimates. It also requires management to exercise

its judgment in the process of applying the Company’s accounting policies. Estimates and

judgments are continually evaluated and are based on historic experience and other factors,

including expectations of future events that are believed to be reasonable under the

circumstances. Revisions to accounting estimates are recognized in the period in which the

estimate is revised and in any future periods effected.

In the process of applying the accounting policies, management has made the following estimates 

and judgments, which are significant to the financial statements:

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

(3.1)

b) Amortization of intangible assets. (3.2)

c) Adjustment of inventories to their Net Realizable Value. (3.4)

d) Estimation of liability in respect of staff retirement benefits. (3.6)

e) Recognition of taxation and deferred taxation. (3.9)
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2.5 Improvements

Above basis of preparation includes some modified in accordance with the prevailing

requirements and improvements for better presentations.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

3.1 Property, Plant And Equipment

3.1.1 Owned Operating Assets and Related Depreciation

Property, plant and equipment (except leasehold land and building) are stated at cost

less accumulated depreciation and impairment losses are adjusted. If any Leasehold

land are stated at revalued amounts and buildings on leasehold land are stated at

revalued amounts less accumulated depreciation.

The depreciation has been charged on reducing balance method. Depreciation is

charged from the month the asset is available for use, while in case of disposal it is

charged up to the month of disposal.

Depreciation methods, useful life and residual value of each part of Property, Plant and

Equipment that is significant in relation to the total cost of the assets are reviewed and

adjusted if appropriate at each Balance Sheet date.

Any surplus arising on revaluation of Property, Plant and Equipment is credited to the

surplus on revaluation account. Revaluation is carried out with sufficient regularity to

ensure that the carrying amount of assets does not differ materially from their fair value.

To the extent of the incremental depreciation charged on the revalued assets, the related

surplus on revaluation of Property, Plant and Equipment (net of deferred taxation) is

transferred directly to the retained earning (un-appropriated profit).

The carrying value of operating assets are reviewed for impairment when events or

changes in circumstances indicate that the carrying value may not be recoverable. If any

such indication exists and where the carrying values exceed the estimated recoverable

amount, the assets are written down to their recoverable amount. 

Maintenance and normal repairs are charged to income as and when incurred. Major

renewals, renovations and improvements are capitalized and the assets so replaced, if

any, are retired. 

Gain and loss on disposal of assets, if any, are included in Profit and Loss Account and

the related surplus on revaluation on Property, Plant and Equipment, if any, is transferred

directly to Retained Earnings / Un-appropriated Profits.
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3.1.2 Finance Lease

Assets subject to finance lease are stated at the lower of present value of minimum lease

payment under the lease agreements and the fair value of the assets. The related

obligations of the lease are accounted for as liabilities. Assets acquired under finance

lease are depreciated over the useful life of the assets commencing from the year in

which the leased assets are put into operation. Depreciation policy is the same as for

owned assets.

3.1.3 Operating Lease

In respect of tangible fixed assets held under operating lease, the annual rentals are

charged to income of the year.

3.1.4 Capital Work-In-Progress

Capital work-in-progress is stated at cost less any impairment loss recognized during the

year. Transfer are made to relevant asset category as and when assets are available for

intended use.

3.2 Intangible Assets

An intangible asset is recognized as an asset if it is probable that future economic benefits

attributable to the asset will flow to the entity and the cost of such asset can be measured reliably.

Intangible asset is stated at cost. These are amortized on straight line basis and subsequently

stated cost less accumulated amortization and impairment loss if any.

3.3 Stores And Spare Parts

Store and Spares are stated at lower of cost or net realizable value less impairment loss, if any.

These are principally valued at moving average cost. Item in transit and in bonded warehouse are

valued at cost comprising invoice value and related cost to balance sheet date. Loose tools are

charged-off as and when purchased.

3.4 Stock-In-Trade

Stock-in-trade is valued at lower of cost and net realizable value. Cost signifies in relation to:

Raw material and components - Weighted average cost

Work-in-process - Estimated Cost

Finished goods - Lower of cost and NRV

Scrap - Estimated cost

Stock-in-transit - Invoice value plus other charges thereon

The cost of work-in-process and finished goods comprises direct material, direct labor and

applicable production overheads. Cost is determined on weighed average method.
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Net realizable value signifies the estimated selling price in the ordinary course of business less

cost necessary to make the sale.

3.5 Trade Debts And Other Receivables

Trade debts and other receivables are recognized initially at fair value and subsequently

measured at amortized cost less provision for impairment if any. Known bad debts are written off

and provision is made against debts considered doubtful.

3.6 Staff Retirement Benefits

3.6.1 Defined Benefit Plan 

The Company operates an unapproved and unfunded gratuity scheme (the plan)

covering all its permanent employees. The benefits under the gratuity scheme are

payable on retirement or earlier cessation of service in lump sum. The benefit is equal to

one month’s last salary drawn for each year of eligible service or part thereof, subject to a

minimum of one year of service. The actuarial valuation was carried out during the year

2009 by using the 'Projected Unit Credit Method'. Gains and losses on actuarial

valuation, if any, are included in income currently.

3.6.2 Compensated Absences

The liability for accumulated compensated absences of employees is recognized in the

period in which employees render services that increases their entitlement to future

compensated absences.

3.7 Trade And Other Payables

Liabilities for trade and other payables are recognized and carried at cost which is the fair value of

the consideration to be paid in the future for goods and services received, whether or not billed to

the Company.

3.8 Revenue Recognition

Revenue from sale of finished goods is recognized upon passing of title to the customer, which

generally coincides with physical delivery and acceptance.

3.9 Taxation

3.9.1 Current

Provision for current taxation is based on taxable income at the current rates of taxation

or based on turnover at the specific rates, whichever is applicable.
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3.9.2 Deferred

Deferred tax is recognized using the balance sheet liability method on all major temporary 

difference between the amounts attributed to assets and liabilities for financial reporting

purposes and amounts used for taxation purposes. A deferred tax asset is recognized to

the extent that it is probable that future taxable profits will be available against which the

asset can be utilized. Deferred tax assets are reduced to the extent that it is no longer

probable that the related tax benefit will be realized.

The Company also recognizes deferred tax asset / liability on deficit / surplus on

revaluation of operating fixed assets which is adjusted against the related deficit / surplus

in accordance with the requirements of the International Accounting Standards 12,

‘Income Taxes’.

3.10 Cash And Cash Equivalents

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

cheques in hand and deposits in banks.

3.11 Foreign Currency Translations

Transactions in foreign currencies are initially accounted in Pak Rupees at the foreign exchange

rates approximating those prevailing on the dates of transactions. Monetary assets and liabilities

in foreign currencies are translated into Pak Rupees at the rates of exchange rates prevailing on

the balance sheet date except for the liabilities covered under forward exchange contracts, if any,

which are translated at contracted rates. Exchange rate differences are taken to the profit or loss

account currently.

3.12 Financial Instruments

All financial assets and liabilities are recognized at the time when Company becomes a party to

the contractual provision of the instruments. A financial asset is de-recognized when the

Company loses control of its contractual rights that comprise the financial assets. A financial

liability is de-recognized when it is extinguished. Any gain or loss on de-recognition of the financial

assets or liabilities is taken to profit and loss account currently. 

3.13 Provisions

A provision is recognized in the balance sheet when the company has a legal or constructive

obligation as a result of past event and it is probable that an outflow of resource embodying

economic benefits will be required to settle the obligation and reliable estimate can be made to the

amount of obligation. However, provisions are reviewed at each balance sheet date and adjusted

to reflect current best estimate.

3.14 Borrowing Cost

Borrowing costs are recognized initially at fair value net of transaction cost incurred and are

charged off to the year in which they are incurred.
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3.15 Musharka Facility Arrangements

These are carried on the balance sheet at their principal amount.

Profits to facilitator on these arrangements are recognized as Company expense in the period in

which they re incurred.

Profit due to, on Musharka finance is accounted for on the basis of the projected rate of profit. The

effect of adjustments if any, between actual rate and projected rate of profit is accounted for at the

end of each year after determination of the actual rate.

3.16 Off Setting Of Financial Assets And Liabilities

A financial asset and a financial liability is off set, 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 it

intends either to settle on a net basis or to realize the asset and settle the liability simultaneously.

3.17 Impairment And Uncollectibility Of Financial Assets

An assessment is made at each balance sheet date to determine whether there is evidence that a

financial asset or group of financial assets may be impaired. If such evidence exists, the estimated 

recoverable amount of that asset is determined and any impairment loss is recognized for the

difference between recoverable amount and the carrying amount.

3.18 Related Party Transactions

All transactions between company and related party are accounted for at arm's length prices

determined using 'Comparable Uncontrolled Price Method'.

3.19 Dividend Distribution

Dividend distribution to the Company's shareholders is recognized as a liability in the year in which 

it is approved by the shareholders in the General Meeting.

3.20 Modification

Above accounting policies includes some modified in accordance with the prevailing requirements 

and improvement for better presentations.

3.21 Dividend Distribution

Dividend distribution to the Company's shareholders is recognized as a liability in the year in which 

it is approved by the shareholders in the General Meeting.
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2009   2008   

                                                                                                                       ................ Rs ‘000 ................

4. PROPERTY, PLANT AND EQUIPMENT

Operating fixed assets  (note 4.1) 1,737,258 1,243,886 

Capital work-in-progress  (note 4.7) 278 —   

Total Property, Plant And Equipment 1,737,536 1,243,886 

4.1 Operating Fixed Assets (2009)       Rs ‘000

Book R

Particulars
As at

July 01, 08
Addition /
(Deletion)

Adjustment Surplus on
Revaluation

As at
June 30, 09

Accumulated
As at

July 01, 08

Charge
for the Year

On Surplus
Writen Back

Accumulated
As at 

June 30, 2009

Value
as at
June

 30, 08

A
T
E
%

Owned Assets

Land - lease hold 600,225 —   —   238,518 838,743 —   —   —   —   838,743 0

Building - factory 284,624 67,995 (10,815) 43,933 385,737 13,771 15,933  (10,815) 18,889 366,848 5

Building - head office 3,233 —   —   —   3,233 2,481 75 —   2,556 677 10

Plant and machinery 582,435 181,011 —   —   763,446 280,662 32,189 —   312,851 450,595 10

Electric system 
installation 11,923 —   —   —   11,923 7,915 401 —   8,316 3,607 10

Furniture and fixtures 1,316 409 —   —   1,725 944 55 —   999 726 10

Office equipment 3,082 80 —   —   3,162 1,446 166 —   1,612 1,550 10

Electric and gas 
appliances 8,753 2,914 —   —   11,667 3,810 664 —   4,474 7,193 10

Air conditioners 1,004 113 —   —   1,117 549 55 —   604 513 10

Drawings and survey 
equipment 363 —   —   —   363 332 3 —   335 28 10

Workshop machines 5,612 —   —   —   5,612 4,436 118 —   4,554 1,058 10

Fabrication plant 919 —   —   —   919 710 21 —   731 188 10

Factory equipment 46,978 10,277 —   —   57,255 8,486 4,266 —   12,752 44,503 10

Motor vehicles 31,078 5,763 —   —   36,841 14,068 3,970 —   18,038 18,803 20

Computer and allied 
equipment 4,855 528 —   —   5,383 2,932 453 —   3,385 1,998 20

Security weapons 184 210 —   —   394 156 10 —   166 228 10

June 30, 2009    1,586,584 269,300 (10,815) 282,451 2,127,520 342,698 58,379 (10,815) 390,262 1,737,258

Property, Plant and Equipment (2008) Rs ‘000

Book R

Particulars as at
July 01, 07

Addition /
(Deletion)

Surplus on
revaluation

as at
June 30, 08

Accumul-
ated as at
July 01, 07

charge
for the
year

On surplus
Written
back 

Accumul-ated
as at

June 30, 08

Value
as at

June 30, 08

A
T
E

Owned Assets

Land - lease hold 600,225 —   —   600,225 —   —   —   —    600,225 0

Building - factory  230,922  53,702  —   284,624 1,992 11,779 —   13,771 270,853 5

Building - head office 3,233 —   —   3,233 2,397 84 —   2,481 752 10

Plant & machinery 528,632 59 —   528,691 245,794 28,284 —   274,078 254,613 10

Electric system installation 11,578 345 —   11,923 7,505 410 —   7,915 4,008 10

Furniture & fixtures 1,142 174 —   1,316 919 25 —   944 372 10

Office equipment 2,118 964 —   3,082 1,282 164 —   1,446 1,636 10

Electric & gas appliances 8,753 —   —   8,753 3,261 549 —   3,810 4,943 10

Air conditioners 1,004 —   —   1,004 498 51 —   549 455 10

Drawings & survey equipment 363 —   —   363 329 3 —   332 31 10

Workshops machines 5,612 —   —   5,612 4,305 131 —   4,436 1,176 10

Fabrication plant 919 —   —   919 687 23 —   710 209 10

Factory equipment 22,338 24,640 —   46,978 6,414 2,072 —   8,486 38,492 10

Motor vehicles 28,758 2,320 —   31,078 10,202 3,866 —   14,068 17,010 20

Computer and allied equipment 3,959 896 —   4,855 2,554 378 —   2,932 1,923 20

Security weapons 184 —   —   184 153 3 —   156 28 10

1,449,740 83,100 —    1,532,840 288,292 47,822 —   336,114 1,196,726

Leased Assets

Plant & machinery 53,744 —   —   53,744 1,344 5,240 —   6,584 47,160 10 

June 30, 2008    1,503,484 83,100 —   1,586,584 289,636 53,062 —   342,698 1,243,886
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2009   2008   
                                                                                                                       ................ Rs ‘000 ................

4.2 Allocation of Depreciation Charged for the year

Cost of turnover (note 23) 53,881 48,735 

Administrative expenses (note 25) 4,498 4,327 

Total Allocation Of Depreciation Charged for the year 58,379 53,062 

4.3 Revaluation of leasehold land and factory building of the Company were carried out on June 2007 by

M/s. Iqbal A Nanjee & Co., an independent professional valuators, on the basis of present market

values.  Repeat revaluation of leasehold land and factory building of the Company were carried out on

January 2009 by the same Valuer . The revaluation had resulted in a surplus by Rs. 973.318 million

(before tax). Out of the revaluation surplus, an amount of Rs. 962.625 million remains undepreciated as

on June 30, 2009.

4.4 Additions during the year includes amount transferred from current C.W.I.P - Rs. 251.295 million.

4.5 Plant and Machinery is includes transfer from leased to owned.

4.6 Had there been no revaluation, the related figures of land and buildings as at June 30, 2009 would have

been as follows:

2009   2008   
                                                                                                                         ................ Rs ‘000 ................

Land - lease hold 7,797 7,797 

Building - factory 236,002 178,494 

4.7 CAPITAL WORK-IN-PROGRESS

Plant and machinery 278 —   

Total Capital Work-In-Progress 278 —

The amount of Rs. 251.295 has been transferred to the operating property, plant and equipment during

the year.

2009   2008   
                                                                                                                    ................ Rs. in ‘000 ................

5 INTANGIBLE ASSETS

Computer software 166 333 

Less: Amortized during the year 166 167 

Closing Balance — 166 

The Company had entered into an agreement with the M/s Business Concepts (Private) Limited for the

development and implementation of comprehensive Enterprise Resource Planning (ERP) software.

The cost of the software is amortized in three years on the straight line basis upto the year 2009. 

6 LONG TERM DEPOSITS

Security deposits leasing —   13,031 

Security deposits others 5,815 5,815 

Total Long Term Deposits 5,815 18,846 
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2009   2008   
                                                                                                                       ................ Rs ‘000 ................

7 STORES AND SPARE PARTS 

Stores 48,585 37,156 

Spare parts and loose parts 2,915 2,633 

Total Stores And Spare Parts 51,500 39,789 

8 STOCK-IN-TRADE 

Raw material - in hand 307,162 16,201 

Rejection / scrap material 15,546 34,049 

Work-in-process 82,961 18,563 

Finished goods 373,594 103,568 

Total Stock-In-Trade 779,263 172,381 

9 TRADE DEBTS 

Unsecured - Considered good 128,827 100,585 

Total Trade Debts 128,827 100,585 

9.1 These include an amount of Rs. 19.702 million (2008: Rs. 31.765 million) in respect of receivable from

related party.

9.2 The maximum amount receivable from related party at the end of any month was Rs. 53.410 million

(2008: Rs. 32.205 million).

10 ADVANCES

To suppliers 7,790 11,252 

For expenses 2,223 2,143 

For letter of credit 15,132 32,059 

Income tax 109,061 46,482 

To employees 869 640 

To others 334 50 

Total Advances 135,409 92,626 

11 TRADE DEPOSITS AND SHORT TERM PREPAYMENTS

Deposits 7,210 7,226 

Prepayments 59 492 

Total Trade Deposits And Short Term Prepayments 7,269 7,718 

12 OTHER RECEIVABLES

Sales tax - refundable 891 20,761 

Advance sales tax 6,173 6,173 

Excise duty - refundable 66 1,437 

Margin against guarantee 19,777 7,488 

Total Other Receivables 26,907 35,859 
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2009   2008   
                                                                                                                       ................ Rs ‘000 ................

13 CASH AND BANK BALANCES

At banks - in current account 12,160 61,171 

At bank - in foreign currency account 71 489 

Total Cash And Bank Balances 12,231 61,660 

14 SHARE CAPITAL

14.1AUTHORIZED CAPITAL

   (Number of shares)

2009     2008      

  50,000,000    50,000,000 Ordinary shares of Rs. 10/- each 500,000 500,000 

14.2 ISSUED, SUBSCRIBED AND PAID-UP-CAPITAL

12,200,278 12,200,278 Ordinary Shares of Rs. 10/- each 122,003 122,003 
fully paid in cash

17,566,448 9,687,020 Ordinary Shares of Rs. 10/- each 175,664 96,870 
issued as bonus shares

 4,377,460 —   Issued Right Shares fully paid 43,775 —   
in cash (note 14.4)

  34,144,186   21,887,298       341,442       218,873 

14.3The above includes shares of a face value of Rs. 104.154 million (2008: Rs. 69.147 million) held by the

foreign sponsors of the Company.

14.4The Company issued 4,377,460 Right Shares at Rs. 35/- each including a premium of Rs. 25/- per

share. In the ratio of 2 shares for every 10 shares held. This was decided in Board meeting held on

February 29, 2008 and regularized during the year under review.

14.5Company issued 7,879,427 bonus shares of Rs. 10/- each amounting to Rs. 78.794 million (out of profit

as of June 30, 2008), in the ratio of 3 shares for every 10 shares held.

2009   2008   
                                                                                                                         ................ Rs ‘000 ................

15 SURPLUS ON REVALUATION OF PROPERTY, PLANT AND EQUIPMENT

This represent surplus arising on revaluation of leasehold land and factory building, net of deferred tax

thereon.

Balance as at July 01, 685,194 689,322 

Add: Surplus on revaluation for the year 282,451 —   

Transferred to Unappropriated profit:

– Surplus relating to incremental depreciation charged
during the year - net of deferred tax (3,263) (2,683)

– Related deferred tax liability (1,757) (1,445)

(5,020) (4,128)

Total Surplus on Revaluation of Property, Plant and Equipment 962,625 685,194 
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2009   2008   
                                                                                                                       ................ Rs ‘000 ................

16 LONG TERM SPONSERS' ADVANCES - UNSECURED

Advances from Directors - unsecured 33,679 60,260 

Total Long Term Sponsers' Advances - Unsecured 33,679 60,260 

This represents unsecured and interest free advance from sponsors for a period exceeding one year.

17 MUSHARKA FACILITY ARRANGEMENT

Musharka Facility availed (note 17.1) 127,703 —   

Payable within one year shown under current liabilities (14,189) —   

Total Musharka Facility Arrangement 113,514 —

17.1This new facility was availed during end of the year from Askari Commercial Bank having approved limit

of Rs. 170.00 million. The facility is repayable within five years from the date of draw down (including six

months grace period) in equal quarterly installments Rs. 7,094,596 in arrears. Profit is calculated at the

rate of six months KIBOR plus spread of Rs. 0.375 % payable at the end of each quarter. The facility is

secured against hypothecation charge on present and future  moveable fixed assets of the company

amounting to Rs. 200.00 million.

18 LIABILITIES AGAINST ASSETS SUBJECT TO FINANCE LEASE

Opening balance 17,110 28,265 

Repayments during the year (17,110) (11,155)

— 17,110 

Payable within one year shown under current liabilities —   (4,079)

— 13,031 

This represents finance lease was obtained from financial institution and carry markup of Kibor plus 4%, 

it ranges from 14.34% to 18.13%  per anum during the year to finance the assets which are included in

the property, plant and equipment.  It was secured against 25% deposit amounting to Rs. 13.031 million, 

which is adjusted during the year.

The amount of future minimum lease payments, together with the present value of the minimum lease

payments, and the periods during which they fall due are as follows:

Not later than one year —   4,221 

Later than one year and not later than five years —   13,031 

—   17,252 

Less: Financial charges allocated to future periods —    142)

Present value of minimum lease payments —   17,110 

Less: Current maturity —   (4,079)

Total Liabilities Against Assets Subject To Finance Lease — 13,031 

19 DEFERRED LIABILITIES

Staff gratuity (note 19.1) 44,738 36,716 

Deferred taxation (note 19.2) 132,810 85,353 

Total Deferred Liabilities 177,548 122,069 
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2009   2008   
                                                                                                                       ................ Rs ‘000 ................

19.1 STAFF GRATUITY

Defined benefit liability 

Present value of defined benefit obligation 42,015 36,656 

Actuarial gain recognized in later periods 2,723 60 

Unrecognized transactional liability (note 19.1.1) —   —   

Total Staff Gratuity 44,738 36,716 

19.1.1There are no plan assets as the Company operates an un-funded gratuity scheme.

Principle Actuarial assumptions

The main assumptions used for actuarial valuation were as follows:

Discount Rate 12% 12%

Salary Inflation Rate 12% 12%

Expenses Recognized 

Current service cost 5,046 4,809 

Interest cost 4,399 3,056 

Transitional cost —   —   

Liability due to IAS 19 —   —   

Total Expenses Recognized 9,445 7,865 

Movement in payable due to defined benefit plan are as follows:

Opening balance 36,716 30,598 

Charge for the year 9,445 7,865 

Payments made during the year (1,423) (1,747)

Closing balance 44,738 36,716 

19.2 DEFERRED TAXATION

Deferred tax liability arising due to:

– accelerated tax depreciation 148,468 87,629 

– intangible assets —   58 

– assets subject to finance lease —   10,517 

– defined benefit plan's obligation (15,658) (12,851)

Total Deferred Taxation 132,810 85,353 

20 TRADE AND OTHER PAYABLES

Creditors 113,480 119,554 

Accrued liabilities 19,872 10,560 

Tax deducted at source 1,291 965 

Workers' profit participation fund (note 20.1) 104,121 79,980 

Workers' welfare fund 5,269 3,474 

Unclaimed dividend 2,994 5,586 

Bills payable 324,680 —   

Accrued custom  duty 7,049 7,049 

Advance from Directors —   222 

Advance from customers 162,597 155,703 

Provision for compensated absences 6,719 4,461 

Other liabilities 3,062 1,927 

Total Trade And Other Payables 751,134 389,481 
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2009   2008   
                                                                                                                       ................ Rs ‘000 ................

20.1WORKERS' PROFIT PARTICIPATION FUND

Opening balance 79,980 62,910 

Interest on funds utilized in the company's business (note 26) 12,365 8,807 

92,345 71,717 

Allocation for the year 11,776 8,263 

Total Workers' Profit Participation Fund 104,121 79,980 

Payment for prior years' allocation was deferred due to the liquidity problem of the Company. Mark-up is 

provided as prescribed by Worker's Profit Participation Fund Act 1968. In previous years at the time of

payment, workers requested to defer their payment to earn more (riba free) mark-up on their balances.

21 CONTINGENCIES AND COMMITMENTS

a) Guarantees amounting to Rs.  102.743 million (2008: 44.156 million) have been furnished in favor

of various parties. In which some parties guarantee amounting to Rs. 31.663 million expired and

not released till 30 June 2009.

b) Commitments under letters of credit as at 30 June 2009 amounting to Rs. 98.216 million (2008:

280.236 million).

c) Rs. 0.612 million (2008 Rs. 0.612 million) representing octroi duty, Rs. 0.690 million ( 2008 Rs.

0.720 million) representing disputed office rent and Rs. 5.172 million ( 2008 Rs. 5.172 million)

representing sales tax deposited but has not been acknowledged  by the company as cases are

pending in various courts and the management is confident of favorable decisions.

d) Tax liability due to certain add backs to income by the Income Tax Department in respect of

assessment year 2000-01 and 2001-02 of Rs. 0.325 million (2008: Rs. 0.325 million) and Rs.

1.836 million (2008: Rs. 1.836 million) respectively has not been provided in the financial

statements as the matters are under rectification /  appeal. The management believes that the

same would be decided in favor of the company. 

e) Director Social Security has raised demand of Rs. 0.430 million (2008: Rs. 0.430 million) on

account of short contribution and penalty thereof. The company has filed an appeal before

Honorable High Court of Sindh Pleading against the levy. The matter is pending before the court.

A favorable outcome is expected in this regard.
2009   2008   

                                                                                                                       ................ Rs ‘000 ................

22 TURNOVER - NET

Local 1,535,367 1,184,837 

Export 3,292 —   

1,538,659 1,184,837 

Less:  Sales Tax (203,956) (150,410)

Special excise duty (11,448) (10,242)

(215,404) (160,652)

Total Turnover - Net 1,323,255 1,024,185 
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2009   2008   
                                                                                                                       ................ Rs ‘000 ................

23 COST OF TURNOVER

Opening stock finished goods 103,568 117,769 

Cost of goods manufactured (note 23.1) 1,296,822 797,366 

1,400,390 915,135 

Closing stock finished goods (373,594) (103,568)

Total Cost Of Turnover 1,026,796 811,567 

23.1COST OF GOODS MANUFACTURED

Raw material consumed (note 23.1.1) 954,663 499,324 

Store and spare parts consumed 16,047 18,813 

Furnace oil and chemical consumed 100,473 75,040 

Processing expense (outside factory) 106,196 41,073 

Power, fuel and water 34,619 22,374 

Salaries, wages, allowances and benefits (note 23.1.2) 62,512 42,883 

Rent, rates and taxes 506 195 

Insurance 1,519 512 

Repair and maintenance 4,652 1,820 

Carriage and cartage 715 552 

Depreciation (note 4.2) 53,881 48,735 

Others 6,934 4,556 

1,342,717 755,877 

Rejection / scrap material

Opening 34,049 35,203 

Closing (15,546) (34,049)

18,503 1,154 

Work in process

Opening 18,563 58,898 

Closing (82,961) (18,563)

(64,398) 40,335 

Total Cost Of Goods Manufactured 1,296,822 797,366 

23.1.1 RAW MATERIAL CONSUMED

Opening stock 16,201 133,054 

Purchases 1,245,624 382,471 

1,261,825 515,525 

Closing stock (307,162) (16,201)

Total Raw Material Consumed 954,663 499,324 

23.1.2 Salaries, wages and other benefits include Rs. 7.556 million(2008: Rs. 6.213 million) in respect of
staff retirement benefits.
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2009   2008   
                                                                                                                       ................ Rs ‘000 ................

24 DISTRIBUTION COSTS

Salaries and other benefits (note 24.1) 2,726 1,823 

Sales promotion and other expenses 13 352 

Vehicle running expenses 215 175 

Miscellaneous 1,832 72 

Telecommunication and postage 23 22 

Traveling and conveyance 438 360 

Brokerage & Commission —   562 

Total Distribution Costs 5,247 3,366 

24.1Salaries and other benefits include Rs. 0.472 million (2008: Rs. 0.157 million) in respect of staff

retirement benefits.

25 ADMINISTRATIVE EXPENSES 

Directors' remuneration 7,376 6,183 

Salaries and other benefits (note 25.1) 11,432 8,999 

Rent, rates & taxes 870 289 

Vehicle running and maintenance 1,665 940 

Printing and stationary 594 1,028 

Telephone, telex and postage 1,463 1,520 

Repairs and maintenance 167 127 

Entertainment 56 49 

Travelling and conveyance 3,326 3,094 

Utilities 512 494 

Fees and subscription 1,312 1,355 

Legal and professional 4,246 3,794 

Advertisement 160 126 

Depreciation on tangible assets (note 4.2) 4,498 4,327 

Amortization on intangible assets (note 5) 166 167 

Miscellaneous 667 979 

Total Administrative Expenses 38,510 33,471 

25.1Salaries and other benefits includes Rs. 1.417 million (2008: Rs. 1.494 million) in respect of staff

retirement benefits.

26 FINANCE COSTS

Lease financial charges 142 1,443 

Interest on Workers' profit participation fund (note 21.1) 12,365 8,807 

Bank charges 4,982 618 

Total Finance Costs 17,489 10,868 

 48



Notes to the Financial Statements

For the year ended June 30, 2009

2009   2008   
                                                                                                                       ................ Rs ‘000 ................

27 OTHER OPERATING INCOME

Exchange gain / (loss) 23 56 

Scrap sales 729 1,072 

Miscellaneous 248 70 

Total Other Operating Income 1,000 1,198 

28 OTHER OPERATING CHARGES

Auditors' remuneration (note 28.1) 702 857 

Workers' Profit Participation Fund 11,776 8,263 

Workers' Welfare Fund 1,805 2,797 

Total Other Operating Charges 14,283 11,917 

28.1AUDITORS' REMUNERATION

Remuneration for annual audit 500 500 

Half yearly review 150 85 

Tax and other services 52 272 

Total Auditors' Remuneration 702 857 

29 TAXATION

Current year 30,811 47,961 

Prior year 2,293 3,919 

Deferred 45,700 5,464 

Total Taxation 78,804 57,344 

Prior year tax includes penalty / additional tax for late submission of income tax return of Tax Year 2008.

The Company income tax assessment have been finalized upto assessment year 2007 however

income tax assessment for the year 2000-01 and 2001-02 were under appeal as disclosed in note  24(c) 

to these financial statements and concluded in favor of the Company subsequent to the balance sheet

date. Provision for the current year has been made in these financial statements on the basis of current

year's profits computed under the Income Tax Ordinance 2001, after having comparison with the

minimum tax liability on turnover basis. 

29.1RELATIONSHIP BETWEEN TAX EXPENSES 

AND ACCOUNTING PROFIT

Accounting profit before tax 221,930 154,194 

Tax rate 35% 35%

Tax on accounting profit 77,676 53,968 

Tax effect of the expenses that are admissible in 
determining taxable profits (46,865) (6,007)

30,811 47,961 

Tax effects of prior year 2,293 3,919 

Tax effects of temporary differences 45,700 5,464 

Total Relationship Between Tax Expenses and Accounting Profit 78,804 57,344 
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2009   2008   
                                                                                                                       ................ Rs ‘000 ................

30 EARNINGS PER SHARE - BASIC

There is no dilutive effect on the basic earning per share on the Company; which is based on:

Profit after taxation for the year 143,126 96,850 

Weighted average number of Ordinary Shares in '000' 33,863 33,863 

Total Earnings Per Share - Basic 4.23 2.86 

30.1Basic earnings per share (restated) for the year ended June 30, 2008.

31 REMUNERATION OF CHIEF EXECUTIVE,DIRECTOR AND EXECUTIVE

                                                   Chief Executive                      Director                    Executive      

Particulars 2009 2008 2009 2008 2009 2008

                                                       .........................................Rupees in '000........................................

Managerial remuneration 4,058 2,964 465 465 4,778 648 

House rent 1,826 1,334 209 209 2,136 291 

Utilities —   296 46 46 475 65 

Gratuity 527 458 60 60 545 85 

Bonus —   177 40 39 351 55 

     6,411 5,229      820 819     8,285 1,144 

Number of persons             1 1            1 1             8 1

31.1In addition to the above Chief Executive, Director, Executive and certain other employees are provided

with free use of company maintained vehicles in accordance with the company's policy.

31.2The amount paid to Directors in respect of attending the Board of Directors' meeting during the year was 

Rs. 145,000 (2008: 135,000).

32. CAPACITY AND PRODUCTION

                                                                               2009                                               2008
                                                           ..........................................Metric Ton..........................................

Particulars Capacity Production Capacity  Production 

Seamless Tubular Products 32,000 13,446 32,000 13,100 

Special precision shafting 30,000 —   30,000 —   

Machinery & Machinery components  3,500  453  3,500  480 

Coating plant 50,000 —   —   —   

The coating plant was completed by end of the year and has put into operation subsequent to balance

sheet date. 

The production of special precision shafting was discontinued due to non availability of orders.

The reason for low production is supply of pipe of small diameter that requires more time to produce

rather than bigger diameter pipes. 
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33 TRANSACTIONS WITH RELATED PARTIES 

The related parties comprise associated undertaking (Hafiz Abdul Waheed and Brothers (Private)

Limited). Transactions with related parties and associated undertakings,  other than remuneration and

benefits to key management personnel under the terms of their employment are as under:

2009   2008   
                                                                                                                       ................ Rs ‘000 ................

Sale-net of finished goods during the year 101,907 121,243 

Repayment of sponsor's advance 26,581 13,284 

The Company continues to have a policy whereby all transactions with related parties and associated

undertakings are entered into at commercial term and conditions.

34. FINANCIAL ASSETS AND LIABILITIES

............................................................... 2009 ...............................................................

Interest/mark-up bearing Non-Interest/mark-up bearing

Particulars
Maturity
upto one

year

Maturing
after

one year
Sub Total 

Maturity
upto one

year

Maturing
after one 

year
Sub Total Total 

..................................................... Rs. ‘000’ .....................................................................

Financial Assets

Long term deposits —    —    —    —    5,815 5,815 5,815 

Trade debts - considered good —    —    —    128,827 —   128,827 128,827 

Trade deposits —    —    —    7,210 —   7,210 7,210 

Other receivables —    —    —    19,777 —   19,777 19,777 

Cash and bank balances —    —    —    12,231 —   12,231 12,231 

—    —    —    168,045 5,815 173,860 173,860 

Financial Liabilities 

Long term sponsors' advances —   —   —   33,679 —   33,679 33,679 

Long term musharka facility 14,189 113,514 127,703 —   —   —   127,703 

Liabilities against assets subject to
finance lease

—   —   —   —   —   —   —   

Trade and other payables —   —   —   461,026 —   461,026 461,026 

14,189 113,514 127,703 494,705 —   494,705 622,408 

On balance sheet gap (14,189) (113,514) (127,703) (326,660) 5,815  (320,845) (448,548)

Off Balance Sheet Items

Letter of credit —   —   —   98,216 —   98,216 98,216 

Letter of guarantee —   —   —   102,743 —   102,743 102,743 

—  —   —   200,959 200,959 200,959 
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............................................................... 2008 ...............................................................

Interest/mark-up bearing Non-Interest/mark-up bearing

Maturity
upto one

year

Maturing
after

one year
Sub Total 

Maturity
upto one

year

Maturing
after one 

year
Sub Total Total 

..................................................... Rs. ‘000’ .....................................................................

Financial Assets

Long term deposits –   –   –   –   18,846 18,846 18,846 

Trade debts - considered good –   –   –   100,585 –   100,585 100,585 

Trade deposits –   –   –   7,226 –   7,226 7,226 

Other receivables –   –   –   7,488 –   7,488 7,488 

Cash and bank balances –   –   –   61,660 –   61,660 61,660 

–   –   –   176,959 18,846 195,805 195,805 

Financial Liabilities 

Long term sponsors' advances –   –   –   (60,260) –   (60,260) (60,260)

Liabilities against assets subject to
finance lease

(4,079) (13,031) (17,110) –   –   –   17,110 

Trade and other payables –   –   –   135,922 –   135,922 135,922 

4,079 13,031 17,110 196,182 –   196,182 213,292 

On balance sheet gap (4,079) (13,031) (17,110) (19,223) 18,846  (377)  (17,487)

Off Balance Sheet Items

Letter of credit —   —   —   280,236 —   280,236 280,236 

Letter of guarantee —   —   —   33,412 —   33,412 33,412 

Contracts for capital expenditure —   —   —   —   900,000 900,000 900,000 

Right Shares:

63% of total amount of right shares
application received with premium
but maturity not made till June 30
2008.

—   —    —   96,590 —   96,590 96,590 

37% of total amount of right shares
application to be received with
premium after June 30 2008.

—   —   —   56,621 —   56,621 56,621 

Total right shares offered (20% of
total paid up capital) in February
29, 2008 in Board Meeting.

—   —   —   153,211 —   153,211 153,211 

—  —   —   466,859 900,000 1,366,859 1,366,859 

34.1 Interest Rate Risk 

Interest rate risk arises from the possibility that changes in interest rates will effect the value of

financial instruments. The Company is not exposed to any interest rate risk. The rate of financing

and their maturity period has been disclosed in the relevant notes.
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34.2 Credit Risk And Concentration Of Credit Risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and

caused the other party to incur financial loss without taking into account the fair value of any

collateral. The Company attempts to control credit risks by monitoring credit exposures, limiting

transactions with specific counter parties and continuously assessing the credit worthiness of

counter parties. 

Out of the total financial assets of Rs.173.680 million  (2008: Rs. 195.805 million), the financial

assets are subject to credit risk amounted to Rs. 161.629 million (2008: Rs. 134.145 million).

Concentration of credit risk arises when a number of counter parties are engaged in similar

business activities or have similar economic features that would cause their ability to meet

contractual obligations to be similarly effected by changes in economic, political or other

conditions. Concentration of credit risk indicate the relative sensitivity of the Company's

performance to developments effecting a particular industry.

The Company is mainly exposed to credit risk on deposits, trade debtors, advances to suppliers

and other receivables. The Company seeks to minimize the credit risk exposure through having

exposure only to customers considered credit worthy and obtaining securities where applicable.

There were no trade debtors constituting major credit risk that remained uncovered subsequently.

34.3 Liquidity Risk 

Liquidity risk is the risk that an enterprise will encounter difficulty in raising funds to meet

commitments associated with the financial instruments. To guard against the risk, the Company

has diversified funding sources and the assets are managed with liquidity in mind. The maturity

profiles is monitored to ensure that adequate liquidity is maintained.

34.4 Foreign Exchange Risk Management 

Foreign currency risk is the risk that the value of a financial assets or a liability will fluctuate due to

change in foreign exchange rates. It arises mainly where receivables and payables exist due to

transactions entered in foreign currencies. In appropriate cases, the management takes out

forward foreign exchange contracts to mitigate the risk. Financial liabilities includes Rs. 324.680

million (2008: Rs. nil million) which are subject to the foreign currency risk exposure.

34.5 Fair Value Of Financial Instruments 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between

knowledgeable willing parties in an arms length transaction. 

As at June 30, 2009 the carrying value of all financial instruments reflected in the financial

statements approximates their fair value. 
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34.6 Non-adjusting Event After The Balance Sheet Date

The Board of Directors of the Company in their meeting held on September 20, 2009 has

proposed a bonus shares issue at 30% (2008: bonus issue at 30%). The financial statements for

the year ended June 30, 2009 do not include the effect of these proposals which will be accounted

for subsequent to the year end.

35 NUMBER OF EMPLOYEES

Number of permanent employees as at June 30, 2009 was 244 (2008: 233).

36 DATE OF AUTHORIZATION FOR ISSUE 

These financial statements has been authorized for issue on October 7,  2009 by the Board of Directors

of Company.

37 CORRESPONDING FIGURES

37.1 Corresponding figures have been rearranged and reclassified, wherever necessary, for the

purpose of comparison is as follows:

37.2 EPS and weighted average number of shares for the prior year have been restated consequent to

the issue of bonus and right shares during the current year.

37.3 In cost of goods manufactured, “ Gas and chemical consumed ” that was erroneously grouped in

prior year with the name of  “ Furnace oil and chemical consumed ” are corrected in current year

for better presentation.

37.4 Directors  fee amounting to Rs.135,000 in respect of attending Board Meeting  was include in

Directors remuneration schedule has been corrected in current year.

38 GENERAL

Figures have been rounded off to the nearest thousand of rupee unless otherwise stated.

CHIEF  EXECUTIVE DIRECTOR
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                No. of                                                               Having Shares

Shareholder From To Shares Held

302 1 - 100 12,538
531 101 - 500 144,008
153 501 - 1000 118,413
318 1001 - 5000 739,012

65 5001 - 10000 470,062
32 10001 - 15000 400,743
19 15001 - 20000 328,136
14 20001 - 25000 323,729

7 25001 - 30000 197,944
5 30001 - 35000 171,570
2 35001 - 40000 74,412
4 40001 - 45000 171,657
8 45001 - 50000 383,380
5 50001 - 55000 263,651
3 55001 - 60000 170,023
3 60001 - 65000 191,466
4 65001 - 70000 273,040
1 70001 - 75000 73,843
1 80001 - 85000 80,864
2 85001 - 90000 177,195
1 90001 - 95000 91,522
1 95001 - 100000 97,952
2 100001 - 105000 205,568
1 105001 - 110000 106,243
1 110001 - 115000 112,663
5 115001 - 120000 584,592
3 120001 - 125000 371,841
2 135001 - 140000 279,873
1 140001 - 145000 140,336
1 145001 - 150000 149,724
2 150001 - 155000 307,150
1 160001 - 165000 160,919
3 165001 - 170000 500,253
2 175001 - 180000 354,142
1 190001 - 195000 191,543
5 210001 - 215000 1,062,432
1 230001 - 235000 233,348
1 235001 - 240000 239,647
3 245001 - 250000 743,706
1 260001 - 265000 260,800
2 270001 - 275000 540,134
1 345001 - 350000 349,698
1 350001 - 355000 353,256
1 370001 - 375000 373,152
1 385001 - 390000 385,977
1 455001 - 460000 459,908
1 485001 - 490000 485,405
1 510001 - 515000 513,084
1 530001 - 535000 530,621
1 550001 - 555000 551,596
1 645001 - 650000 650,000
1 655001 - 660000 656,747
1 665001 - 670000 666,352
1 835001 - 840000 838,398
1 845001 - 850000 849,954
1 860001 - 865000 863,619
1 1090001 - 1095000 1,092,587
1 1120001 - 1125000 1,121,608
1 1195001 - 1200000 1,196,919
1 1360001 - 1365000 1,364,032
1 1855001 - 1860000 1,859,273
1 2105001 - 2110000 2,107,175
1 2585001 - 2590000 2,587,029
1 2785001 - 2790000 2,787,722

   1542   34,144,186
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Categories of Shareholders 
As at June 30, 2009 
                                                                                                                                                      Percent of
                                                                                                                                 No of Shares             Sharehoding
 
Directors, CEO and their Spouses and Minor Children
Hafiz Abdul Majid 2,787,722 8.165 
Hafiz Abdul Waheed & his Spouse 4,708,696 13.791 
Hafiz Abdul Sami 577,520 1.691 
Mrs. Farida Majid 1,121,608 3.285 
Hafiz Abdul Haseeb & His Spouse 726,556 2.128 
Hafiz Abdul Aleem 551,430 1.615 
Mr. Muhammad Hafiz 353,256 1.035 
Mr. Arshad Ahmed & his Spouse 1,633,810 4.785 
Mr. Aamir Amin (Representative of NIT) —   —   

Executives —   —   

Associated Companies —   —   

  12,460,598       36.494 
Financial Institutions
IDBP (ICP UNIT) 5,560 0.016 
National Bank of Pakistan (Trustee NIT) 1,702,017 4.985 

Insurance Companies
Pakistan Reinsurance Company Limited 156,236 0.458 

General Public 19,819,775 58.047 

Total Paid up Capital (in Shares)      34,144,186              100 

Trade in shares by Directors, CEO, Company Secretary, CFO and their spouses and minor children.

No trading of the Company's shares was carried out by the its Directors, and Chief Executive, 

Company Secretary, Chief Financial officer and their spouses and minor children except the followings:

Hafiz Abdul Waheed 2,257,569 
Hafiz Abdul Sami 75,000 
Hafiz Abdul Aleem 34,522 
Spouses of Hafiz Abdul Waheed 75,000 
Company Secretary 50,447 
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