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NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that the 19th Annual General Meeting of Biafo Industries Limited will be held on Tuesday 30"
October 2007 at 11.00 a.um. at # 203,2™ Floor, M. Gulistan Khan House, 82-East Fazal-ul-Haq Road, Blue Area,
Islamabad to transact the following business:

ORDINARY BUSINESS

1. To confirm the minutes of the 18™ Annual General Meeting held on October 30,2006,

2, To receive and adopt the Audited Accounts of the Company for the yvear ended June 30, 2007 together
with Auditors' report and Directors' report thereon.

3. To approve the payment of final dividend of Rs.1.50 Per share (15 %) and also the interun dividends of
Rs .50 per share (5%) declared on October 05,2006 and interim dividend of Rs. 0.50 per share (5%)
declared onApnl 17,2007 making atotal of Rs.2. 50 per share (25%) for the year ended June 30,2007,

4. To appoint Auditors for the year 2007-2008 and to fix their remuneration. Retining Auditors M/s
KPMG Taseer Hadi & Co. Chartered Accountants being ehigible offer themselves for reappointment
for the year 2007-2008,

i To elect 10 Directors inaccordance with the provisions of the Companies Ordinance 1984

6. SPECIAL BUSINESS
To approve the following resolution

* Resolved that additional new object clauses be inserted in the Memorandum of Association of the
company subject to the approval from Secunities & Exchange Commussion of Pakistan™.

To transact such other business as may be placed before the meeting with the penmission of the

Chainman
By order of the Board
Islamabad Kﬁ;ﬁfaj a Shaiq Tanveer
8" October, 2007 Company Secretary
NOTES:
| The Board has fixed the munber of Director at 10 and all the 10 retinng Directors being eligible offer

2

themselves tor re-elechion

1) M. Afzal Khan 2)M. Salim 3) Abdul Maajid Qureslua 4) 8.M. Sibtain
5)Ma). Gen® S.Z.M Askree 6) M. Humayun Khan T) M. Zafar Iqbal 8) M. Zatar Khan
9) Adnan Aurangzeb 10) Ms. Shirin Safdar

Share Transfer Books of the Company will remain closed from October 24, 2007 to October 30, 2007 both
daysinclusive.




NOTICE OF ANNUAL GENERAL MEETING

A member enfitled to attend and vote at the meeting shall be entitled to appoint another person, as
his/her and proxy to attend demand or join in demanding a poll, speak and vote instead of hus/her and a
proxy so appointed shall have such nghts, as attending, speaking and voting at the meeting as are
available to a member. Proxies in order to be effective must be received at the registered office of the
company not later than 48 hours before the meeting duly stamped, signed and witnessed. A proxy need
not be amember of the Company.

CDC Shareholders or their proxies are required to bring with them their onginal National Identity
cards or Passports along with the Participant's ID nunbers and their Account Nwmbers at the time of
attending the Annual General Meeting in order to authenticate their usual docwumnents required for such
PUIposes.

Shareholders are requested to promptly notify in wniing to the Company of any change in their
address,

STATEMENT U/S 160(1) OF THE COMPANIES ORDINANCE 1984

The Board of Directors of the company has reconunended that in order to increase the profitability of the
company new objects clauses be inserted in the memorandum of association of the company. Currently the
company 1s a single object company and cannot do any other business therefore its 1s reconmmended that new
object clauses be included in the memorandium so that at any time some other business may be carned on

which may conveniently or advantageously be combined with the existing business of the company.

If any of the shareholder intend to see the proposed object clauses he/she can obtain it from the Registered

office of the company at 203, 2™ Floor Muhammad Gulistan Khan House 82-East Blue Area Islamabad Tel :
051-2277358-9.




DIRECTORS’ REPORT

Your Directors are pleased to present the 19® Annual Report of the company for the vear ended June 2007,

FINANCIALRESULTS

The period under review has seen sigmficant aclievements as gross sales exceeded Rs, 530 M. and the net sale
increased by 34.46% to Rs. 413.585 M. Operating profit of the company increased by 60.27% to Rs. 112.9 M. Profit
for the year after taxation increased by 30.36% to Rs. 93.295 M. resulting in EPS of Rs. 4.66 against Rs. 3.58 for the
previous financial year.

Your company had to make a provision for, WPPF and WWF 1t 15 effective in the vear under review, resulting in
increase of charge under these head of Rs. 4.380 M. over the previous year.

Sales increased in all sectors including cement, construction and mining, large projects, agency business and exports
to Saindak Copper & Gold and Duddar Lead & Zine projectsin Baluclustan.

Your management efforts in maintaimng controls on cost continue, despite pressure of price increases reflecting
inflationary pressures as well as raw material price increases, reflected in the improved profit margin of the company.

Increased sales and effective cash flow management has enabled the company to pay off its long term hiability except
one final installment to the Habib Bank Ltd. There was a very small short-term borrowings at the end of the financial
year, There was significant reductioninthe financial cost of Rs. 5.8 M over the previous year,

The improved cash flow has allowed the company to invest some of the available funds and the company has also
purchased a commercial plot of 4800 sq.ft. inG-10/4, Islamabad for its offices at a cost of Rs. 37.018 M.

Tax authorities have accepted past tax losses to be set off agamnst profit of the company and this has resulted in Rs.
175.87 M. assessed as losses on 11-09-06. The set off of losses against the profit will result intax benefit of Rs. 61.55
millionto the company.

PRODUCTION

Details of production are covered in Note 36, Production of explosive increased by 23.48%. Production of Detonating
Cord increased by 29.45%. Production of Plain Detonators increased by 21.52%. Electric/Seismic Detonators
mcreased by 123.38% over previous period. The company continues to provide both lnunan and matenal resources to
maintain relability of production for tmely supply to its chients. Traimng of persomnel contimung both i house as
well as externally through orgamuzations like National Productivity Orgamzation (NPO) seminar and tramng both
technical and management training services. Production capability are being increased by de-blocking and
streamlining of process flows and judicious applications of equipment enhancing production capability in an
econonuc manner to meet increase in future demand.

FUTURE PROSPECTS

Continuing focus on development & improvement of infrastructure will generate investiment in Hydel Projects,
Mining and Onl & Gas Exploration and Road & Building Construction will continue fo increase demand in the larger
economy of Pakistan. Your company has signed agreement for supply of explosive to Gomal Zam Dam Hydel Project
and Mangla Dam Raising Project.




DIRECTORS’ REPORT

DIVIDEND:

Board has approved final dividend of Rs. 1.50 per share (15%) and also the interim dividends of Rs. 0.50 per share
(5%) declared on October 5, 2006 and interim dividend of Rs. 0.50 per share (5%) declared on April 17, 2007 making a
total of Rs. 2.50 per share (25%) for the yvear ended June 30, 2007

CODE OF CORPORATE GOVERNANCE

We are pleased to report that the company has taken necessary measures to comply with the provision of the code of
Corporate Governance as incorporated inlisting regulations of the Stock Exchanges.

The Board regularly reviews the company's strategic direction. Business plans and targets are set by the
Chainnan/Cluef Executive & are reviewed by the Board. The Board is committed to maintain a lugh standard of good
corporate govemance. The company 151n the process ofimplementing the provisions set out by Securities & Exchange

Commmussion of Pakistan (SECP) and the accordingly amended listing rules by Stock Exchanges.
Asrequired by the Code of Corporate Governance, your directors are pleased to report that:

. Financial statement prepared by the management of the company, present fairly its state of affairs, the
results of its operations, cash flow & changes inequty.

. Proper books of account of the company have been maintained.

. Accounting policies have been consistently applied in preparation of financial statements and
accounting estimates, except for those disclosed in the accounts & accounting estimates are based on
reasonable & pmdent judgiment.

. International accounting standards as applicable in Pakistan have been followed in preparation of
financial statements and any departure there from has been adequately disclosad.

. The system of internal controlsis sound and has been effectively implemented and monitored.

. There is no significant doubt about the company’s ability to continue as a going concemn

. There has beennomatenal departure from the best practices of corporate governance, as detailled inthe
listing regulations.

. There are no statutory payviments on account of taxes, duties, levies and charges which are outstanding

ason June 30, 2007 except for those stated in the financial statements.

. No trading other than that disclosed in tlus report was cammed out by the Directors, CEO, CFO,
Company Secretary and their spouses and their mmor chaldren

. A statement asto the value of investiment of Provident Fund as on June 30, 200715 Rs. 3.500.827/-.




DIRECTORS’ REPORT

A total of 5 meetings of the Board of Directors were held during vear (July 06 to June 07). The attendance by each
Directorisgiven as follows:

NAMEATTENDE NO.OFMEETING!

Mr. M. Afzal Khan Chairman 3
Mr Khawaja Amanullah Askan CEO 5
Mr.M. Maajid Qureshi Director 4
Mr. §. M. Sibtain Director 2
Mr. M. Salun Director 0
Ms. Shinn Safdar Director 4
Mr. Adnan Awrangzeb Director 3
Mr. Zafar [qbal Dhrector 4

Leave of absence 1s granted inall cases to the Directors.

The present auditors M/s KPMG Taseer Hadi & Company, Chartered Accountants retire and being eligible offer
themselves for reappointient.

ACKNOWLEDGEMENT

Your Board would like to take this opportunity to express its special appreciation to all the employees of the company
without whose continued commutment and hard work the challenges of new opportunities could not be aclueved. We
also acknowledge the support and cooperation of owr major share holder, customers, suppliers and ow Bankers
specially Habib Bank Ltd, Bank of Khyber, ABN AMRO, National Bank of Pakistan, Standard Chartered bank
Limited and Bank Alfalah Linuted.

PATTERN OF SHARE HOLDING
Pattern of share holding 15 enclosed.

On Behalf of the Board

Islamabad Khawaja Amanullah Askari
8" October, 2007 Chief Executive




STAKEHOLDERS INFORMATION

200607 200506 200405 200304 0 200203 0 200102 200001 1999400 199899 1997488 1996497 199596 199495
Investor Information
Paid up Capital Re.in'000 200,000 200000 200000 200000 200000 200000 200000 200,000 200,000 140000 140,000 140,000 140,000
Shareholder Equity Rs.in'000 363684 2952838 223821 164 653 149350 185859 181,762 188,654 193,293 53633 99041 127911 88,063
Long Term Debts Rs. In ‘000 - 24 913 914 102 558 17852 109560 123959 127649 148050 214 112 216489 223785 206167
Fixed Assets Re.in000 301552 281,216 301640 282299 292351 102010 307444 32766 17025 333320 350563 368,750 284089
Net Sales Rs.in'000 413585 307582 215236 182533 99 499 291 43,212 18,830 68,314 67632 26,193 67246 29202
Gross Profit [ (Loss) Rs.ln'000 140926 976417 60,914 56,125 23320 26 521 19 286 17,669 2,959 1,995 4 490 2538 (12903)
Depreciation Charge Rs. In ‘000 23,336 23,020 13,260 8 93/ i1 8M 2483 4 540 6,338 16,388 17349 18281 1439 13,338
Finance Cost Rs, In ‘000 3,884 9,104 10,294 11,220 14 941 17053 11,112 13,440 38,097  Jo 413 13,299 44 031 32550
Operating Profit / (Loss) Rs.in'000 1123897 10443 3343 24192 (937) $314  (6,392) 116,090*  (43,069) (3407) (29413) (96.224) (31936)
WPPF |'WFF Pald Rs.ln'000  (7,903) (3,922) {1 661) (1,240} - (216) - - - - - - -
Taxation Rs.in'000  (11,699) 4 641 (47) 249) 21 - - - - - 454 (338) (1486)
Profit ] (Loss) after taxation Rs. In ‘000 93,295 11,568 31 629 23 303 (334) 4093 (6,992) 116,090  (43,069) (43407) (28931} (36,563) (31916)
Accumulated Profit [ {Loss) Rs.in'000 102 581 14,354 (62547) (96,689) (113,766) (110611) (114,708) (107.871) (223.906) (150,837) (137430) (105.499) (21916)
Performance Results
Earning Per Shara Rs 105hare 4 66 358 158 147 (0.03) 0.01 (0.24) 2.80 (2.13) (3.10) (2.07) 4.04) (3.11)
Break-up Value Rs 10/Share 1543 14.07 11.19 3.23 147 9.29 9.09 943 9.66 391 107 9.14 6.29
Return On Capital Employed % 4665 3578 1581 1165 (0.2T) 2.05 (345) 58.05 (21.53)  (31.01)  (20.6T) (40.40) (37.10)
Current Ratio - 342 302 2.12 1.24 1.19 1.15 145 1.34 0.32 0.34 0.51 0.65 1.17
Fixed Asset Turnover Ratio Times 137 1.09 o.m 0.65 0.4 .M 0.28 0.25 0.22 0.20 0.16 0.18 0.10
Inventory Turnover Ratio Times 1023 996 954 1.78 497 5.59 5.80 a 5.07 5.56 415 403 2.32
Debtors Turnover Ratio Days 46.10 43 06 5538 60.76 76.19 40.03 29.1 2643 44 36 69.35 4913 4764 60.02
Gross Profit / (Loss) Ratio % M 07 3181 28 .30 J0.75 2344 28.55 22 63 2241 4.3 295 799 3.76  (44.19)
Profit / (Loss) Ratio for the year % 2130 2290 1549 1158 (0.56) 4 B4 (8.09) 14721 (6299) (64.18) (52.35) (83.24) (177 85)
Net Profit Ratio After Taxation Y 22 56 2327 14.70 12.17 (0.54) 41 (8.09) 147.21 (6299) (64.13) (51.49) (83.74) (177.85)
Share Price-High Per Share 5T.00 H.05 18 40 18.30 10.50 5.65 6.20 2475 5.00 3.00 2.15 6.00 24 .50
Share Price-Low Per Share 2215 15.15 §.00 1.35 3.05 240 4.00 4.00 1.00 1.00 140 2.15 10.00
Broduction
Explosiveskgs 4447700 3,602,025 2801100 2603668 1337964  TI9130 803621 868533 834330 873390 599110 762590 329930
Detonator- PlainNes 1,789.700 6410950 6452900 3,700280 2920150 2213771 1908400 1857500 1660000 1358000 1047000 1092015 666,000
Detonator-Electriches 449,300 2016852 111,710 166771 43 376 5,700 31,882 16,000 23,000 1,000 39,000 13329 34,000
Safety FusemMeter 100,900 18.000 261950 197535 1320650 464 150 141650 - - 95000 150000 - -
Detonating CordMmeter 2479150 1915125 1751210 2299136 1554 837 8613263 1054360 1309000 896000 T16000 351,000 522920 231.000

* Reversal of accumnulatad Loss due to Restructuring




STATEMENT OF COMPLIANCE

WITH THE CODE OF CORPORATE GOVERNANCE

This statement 15 being presented to comply with the Code of Corporate Governance contained in the Listing
Regulations of the Karachi, Lahore and Islamabad stock exchanges for the purpose of establishing a framework of
good corporate governance, whereby, a listed company 15 managed in compliance with best practices of corporate
goVEInance,

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

10.

11.

12.

The Company encourages representation of independent non-executive directors onits Board of Directors. At
present the Board includes 07 independent non-executive directors out of total strength of 11 members.

The directors have confirmed that none of them 1s serving as a director in  ten or more histed companies
including this company.

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 or being a member of stock exchange has been
declared as a defaulter by that stock exchange.

No casual vacancy occwred in the Board of Directors during the yvear ended June 30, 2007.

The Board has prepared * Statement of Ethics and Business Practices™ wlich has been signed by all the
Directors and employees of the Company.,

The Board has formulated and adopted vision and nussion statemment.

All the powers of the Board have been duly exercised and decision on material transactions including
appointment and deternunation of remuneration and terms and conditions of employment of the CEO and
other Execufive directors have been taken by the Board.

The meetings of the Board were presided over by the Chainnan and the Board met at least once in every
quarter. Written notices of the Board Meetings, along with agenda and working papers were circulated at least
seven days before the meetings. The minutes of the meeting were approprately recorded and circulated within
tharty days of the respective meeting.

All the Durectors on the Board are fully conversant with their duties and responsibilities as Director of
corporate bodies. [t has accordingly not been felt necessary to put them through any orientation.

No new appointments of CEO , CFO, Company Secretary have been made during the year. Internal Auditors
have beenappointed by the CEO as per recommendation of the Board.

The Directors' report for this year has been prepared in compliance with requirements of the Code and fully
describes the salient matters required to be disclosed.

The financial statements of the company were duly endorsed by CEQ and CFO before the approval of the
Board.




STATEMENT OF COMPLIANCE

WITH THE CODE OF CORPORATE GOVERNANCE

17.

18.

19.

20.

The Directors, CEO and execufives do not hold any interest in the shares of the company other than that
disclosed inthe pattern of shareholding.

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

The Board has formed an audit committee, It compnses 05 members, out of which 03 members are non-
executive directors.

The meetings of the audit commuttee were held at least once every quarter pnor to approval of interum and final

results of the Company and as required by the Code. The tenns of reference of the conmmittee have been formed
and advised to the commmittee for compliance.

The Board has outsourced the internal audit function to Riasat Khan & Co who are considered smtably
qualified and expenenced for the purpose and are conversant with the policies and procedures of the company
and they are involvedinthe internal audit function..

The statutory auditors of the Company have confinned that they have been given a satisfactory rating under
the quality control review programme 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 the Intermmational Federation of Accountants (IFAC) guidelines on
code of ethics as adopted by the Institute of Chartered Accountants of Pakistan,

The statutory auditors or the persons associated with the them have not been appointed to provide other
services except in accordance with the listing regulation and the auditors have confinmed that they have
observed IFAC guidelinesintlusregard.

We confinm that all other matenal principles contammed in the Code of Corporate Governance have been
compiled with.

Islamabad M. Afzal Khan
8" October, 2007 Chairman




REVIEW REPORT TO THE MEMBERS

ON STATEMENT OF COMPLIANCE WITH BEST PRACTICES OF
CODE OF CORPORATE GOVERNANCE 0
1

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 Biafo Industrnies Limated (“the Company™) to comply with the Listing Regulations
of the Karaclu and Islamabad Stock Exchanges where the Company 1s hsted.

The responsibility for compliance with the Code of Corporate Governance 15 that of the Board of Directors of the
Company. Our responsibility is to review, to the extent where such complhiance can be objectively venfied, whether the
Statement of Comphance reflects the status of the Company’s compliance with the provisions of the Code of Corporate
Governance and report if it does not. A review 15 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 financial statements we are requuired 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 carmed out any special
review of the infernal control system to enable us to express an opinion as to whether the Board’s Statement on intermal
control covers all controls and the effectiveness of such intemal controls.

Based on our review, nothing has come to our attention, which causes us to believe that the Statement of Compliance
does not appropnately reflect the Company’s comphance, inall matenal respects, with the best practices contamnedinthe
Code of Corporate Govermnance as applicable to the Company for the year ended 30 June 2007,

Islamabad
KPMG Taseer Hadi & Co.
Bﬂl ﬂ'ﬂtﬂhﬂl‘, 2007 Chartered Accountanis




AUDITORS’ REPORT
TO THE MEMBERS
11

We have audited the annexed balance sheet of Biafo Industries Limuted (“the Company™) as at 30 June 2007 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 vear then ended and we state that we have obtained all the information and explanations which, tothe
best of our knowledge and belief, were necessary for the purposes of our audit.

It 15 the responsibility of the Company’s management to established and maintain a system of internal control, and
prepare and present the above said statements in confornuty with the approved accounting standards and requurements of
the Companies Ordinance, 1984, Owr responsibility 15 to express an opimon on these statements based onowr audit.

We conducted our andit in accordance with the anditing standards as applicable in Pakastan. These standards requure that
we plan and perform the andit to obtain reasonable assurance about whether the above said statements are free of any
matenial masstatement. Anandit 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 opimon and, after due verification, we report that: -

a) i cur opinon, proper books of account have been kept by the Company as required by the companies ordinance,
1984,

b) 11 OUF OPLILon: -
1) the balance sheet and profit and loss account together with the notesthereon have been drawn up In

confornmity with the Companies Ordinance, 1984, and are in agreement with the books of account and are
further in accordance with accounting policies consistently apphed.

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

1i1) the business conducted, investments made and the expenditure incurred during the year were in
accordance with the objects ot the Company.

c) in our opimon 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 equuty together with the notes forming
part thereof conform with approved accounting standards as applicable in Pakistan, and, give the information
required by the Companmes Ordinance, 1984, inthe manner sorequired and respectively give a true and fair view
of the state of the Company’s affairs as at 30 June 2007 and of the profit, its cash flows and changes in equuty for
the yvear then ended: and

d) in our opimon Zakat deductible at sonrce under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980) was deducted by the
Company and depozited inthe Central Zakat Fund established under section 7 of that Ordinance.

Islamabad
KPMG Taseer Hadi & Co.
3* ﬂﬂtﬂhﬂn 2007 Chartered Acconntants




BIAFO INDUSTRIES LIMITED
BALANCE SHEET AS AT 30 JUNE 2007

NON CURRENT ASSETS

Fixed azgets - Property, plant and equpment
Lomg terin deposts

CTTRRENT ASSETS

Stores, spare parts and loose tools

Stock in trade

Trade debts

Advances

Trade deposts and short term prepayments
Oher receivalles

Oitlver fnancial asse

Advance tax - net

Cazh and bank bal ances

CURRENT LIABILITIES

Trade and other payables
Markup accued
Short term bommowings
Current portion of -
Long term financing
Liabilities against assets subject to finance lease

NET CURRENT ASSETS

NON CURERENT LIABILITIES

Long term financing
Liabilities agains assets subject to finance lease
Deferred employee benefit

Deferred tax lability - net

CONTINGENCTES AND COMMITMENTS
REFRESENTED BY:
SHARE CAPITAL AND RESERVES

Share capital
Unappropriated profit

SURPLUS ON BEEVALUATION OF FIXED ASSETS -met of tax

The annexed notes 1 to 39 form an idegral pant of these finanaal stataments.

Islamabad
§" October, 2007
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BIAFO INDUSTRIES LIMITED
PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 30 JUNE 2007

13

2007 2006
:"‘l-[]'tﬂ Rui]'ﬂ es E_“pccs

GROSS SALES 24 529,968,995 400,141,682
Sales Tax (41,287,652) (31,793,976)
Discounts (75,095,934) (60.766,102)
Net Sales 413,585,409 307,581,604
Cost of sales 25 (272.659.887) (209,734,023)
GROSS PROFIT 140,925,522 97,847 581
Other operating income 26 980,338 879,118
Distribution cost 27 (10,037,355) (7,473,920)
Adminstrative expenses 28 (15,087 651) (11,121,652)
Finance costs 19 (3.884.114) (9.688,218)
OPERATING PROFIT 112,896,740 70,442,909
Workers' profit participation fund (5,644,837) (3,522,145)
Workers' welfare fund (2,257.935) =
PROFIT BEFORE TAXATION 104,993,968 66,920,764
Taxation 30 (11.698.632) 4.647,100
PROFIT FOR THE YEAR 93,295,336 71,567,873
Earmungs per share - Basic and diluted 32 4.66 3.58

The annexed notes 1 to 39 form an integral part of these financial statements.

)
Y
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DAfpstiker —  Achi oy

Director Chief Executfive

Isdamabad
8" October, 2007




BIAFO INDUSTRIES LIMITED
CASH FLOW STATEMENT
FOR THE YEAR ENDED 30 JUNE 2007

CASH FLOWS FEOM OPERATINGACTIVITIES
Profit before taxation
Adustments for

Depreciation

Funance costs

Provrision for Wordcers' profit parficipation fund
Brorrision for Worlzers' welfare fund

Bad debts written off

Provision for emploves benefits

Unrealized gam on remeasuremnent of mvestment at fair value through profit or loss

Crain on disposal of property, plant and equipment

Working capital changes:

Diecrease in skore, spare paris and loose tools

Increase m stock m trade
Increase m trade debis

Decreaselinerease) in advances, deposds, prepayments and other recevables

Decrease in trade md other payables

Cash generated Brom operations

Finance costs paid
Emplovee benefits paid

Payments to Workers' profit participation fund
Income taxes pad

Bet cash frotn operating activities

CASH FLOWS FROM INVESTINGACTIVITIES

Purchaze of property, plant and equipment
Frocesds t'rc-mﬁp ozal of property, plant and equipment

Purchase of mvestment
Het cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Payment of finance lease labilities
Eepayment of leans from dwectors and shareholders

Eepayments of loans from banking companies
Dovidends paid

Net cash used in financing activities

NET INCREASE IN CASH AND CASH EQUIVALENT 5

CASHAND CASH EQUIVALENT S AT THE BEGINNINGOF THEYEAR
CASH AND CASH EQUIVALENTS AT THE END QF THE YEAR

The annexed notes 1 to 39 form an mbegral part of these finanaal statements
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BIAFO INDUSTRIES LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2007

(A commulated
- L)
e Unappropriated Total equity
profif
Eupees Eupees Eupees
Balance at 01 July 2005 2000 R0 0D (62,547 509) 137 452 401
Changes in equity for the yvear ended 30 June 2006
Transfer from surplus on revaluation of fixed assets - net of deferred tax 5334422 53322
Profit for the year T1.567 873 71567 873
Total recogmized income for the year - 76,902,205 76002 105
Balance at 30 June 2006 200,000,000 14,354,696 214,354,696
Balance at 01 July 2006 200 000,000 14,354 696 214,354 596
Changes in equity for the vear ended 30 June 2007
First interim dividend 2007: Bz 0.50 per share = (10,000 000) {10,000,000)
Second interim dividend 2007: Rs. 050 per share (10,000 000) {10,000, 000)
Transfer from suplus on revalnation of fixed assets - net of deferred tax 14,932 504 14,932 504
Frofit for the year 93,295 336 93,205 336
Total recogmzed income for the year 108,228,230 108,228 230
Balance at 30 June 2007 200,000,000 102,582,926 302,582 926
The annexed nofes 1 to 32 formn an integral part of theze financal datements.
~ |
Ay
1) Ak Mt i S g
j i \hp,x
Islamabad ﬂ?’b E— [ *
§" October, 2007 Director Chief Executive




BIAFO INDUSTRIES LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2007

]

2.1

2.2

2.2.1

LEGAL STATUS AND OPERATIONS

Biafo Industries Limited ("the Company™) was incorporated in Pakistan on 07 September 1988 as a public limited
company under the Companies Ordinance, 1984 and its sharesare quoted on the Karachi and Islamabad Stock
Exchanges.

The Company started its commercial production on 01 July 1994 and is principally engaged in the manufacturing of
commercial explosives and blasting accessories including detonators and other materials. The Company has set up
its mdustrial undertaking in Hattar Industrial Estate N.W F P with its registered office located at 203-204, second
floor, Gulistan Khan House, 82-East, Fazal-ul-Haq road, Blue area, Islamabad, Pakistan.

STATEMENT OF COMPLIANCE AND SIGNIFICANT ESTIMATES

STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with approved accounting standards as applicable in
Pakistan and the requurements of the Compames Ordimance, 1984 and directives 1ssued by the Securities and
Exchange Commussion of Pakistan (SECF). Approved accounting standards comprise such Intemational
Accounting Standards (1ASz) as notified under the provisions of the Companies Ordinance, 1984, Wherever, the
requirements of the Companies Ordinance, 1984 or directives issued by the SECP differ with the requirements of
these standards, the requirements of the Companies Ordinance, 1984 or the requirements of the sad directives take
precedence.

SIGNIFICANT ESTIMATES

The preparation of financial statements in conformity with [ASs requires management to make judzments,
estimates and assumptions that affect the application of policies and reported amounts of assets and liabilities,
mcome and expenses. The estimates and associated assumptions are based on histonical experience and various
other factors that are believed to be reasonable under the crcumstances, the results of which form the basis of
making judzment about carrying value of assets and liabilities that are not readily apparent from other sources.
Actual results may differ from these es timates.

The estimates andunderlying assumptions are reviewed on an ongoing basis. Revisionsto accounting estunates are
recognized i the pertod in which estimates are revised if the revision affect only that period, or in the period of the
revision and future periods if the revision affectsboth current and future periods.

Judgment made by management in the apphication of IASs that have sigmificant affect on the financial statements
and estimates with a significant risk of material adjustment in the next vear are discussed in the ensuing paragraphs.

FIXED ASSETS- PROFPERTY, PLANT AND EQUIPMENT

The Company reviews the useful lives of property, plant and equipment on regular basis. Any change in the
estimates in future yvears might affect the carrying amounts of the respective items of property, plant and equipment
with a corresponding affect on the depreciation charge and impamrment. In addition, the Company 15 carryving certain
property, plant and equipment at revalued amounts determined by an independent valuer. Valuation i= sensitive to
changes in the underlying assumptions.




BIAFO INDUSTRIES LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2007
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2.3

4.1

4.1.1

TAXATION

The Company takes mto account the current mcome tax law and decisions taken by appellate authonties. Instances
where the Company's view differs from the view taken by the mcome tax department at the assessment stage and
where the Company considers that its view on items of material nature is in accordance with law, the amounts are
shown as contingent habilities.

NEW ACCOUNTING STANDARDS AND IFRIC INTERPRETATIONS THAT ARE NOT YET
EFFECTIVE

The followmg standards, mterpretations and amendments in approved accounting standards are only effective for
accountng penods beginning on or after 01 July 2007, However, management believes that these standards and

IFRICs either do not have any impact on the present transactions of the Company or the Company would be able to
comply with these gandards, IFRICs and amenchments when applicable:

IAS1 - Presentation of Financial Statements - Amendments Relating to Capital Disclosures;
[AS 23 - Borowing Costs (asrevised),

[AS41 - Agriculture;

[FRS 2 - Share-based Payments;

[FRES 3 - Business Combinations,

IFRS 5 - Non-cwrent AssetsHeld for Sale and Discontinued Operations;

IFRS 6 - Exploration for and Evaluation of Mineral Resources;

IFRIC 10 - Interim Financial Reporting and Impainment

[FRIC 11 - Group and Treasury Share Transactions,

IFRIC 12- Service Concession Arirangements.

IFRIC 13- Customer Lovalty Programmes.

IFRIC 14- The Limit on a Defined Benefit Asset Minimum Funding Requirements and their Interaction.

ACCOUNTING CONVENTION
These financial statements have been prepared under the historical cost convention except that certain items of

property, plant and equipment have been measured at revalued amounts, investments at fair value through profit or
lossand foreizn currency bank deposits have been measured at fair value.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
PROPERTY, PLANT AND EQUIFMENT
OWNED

Property, plant and equipment other than leasehold land which is not depreciated. is stated at cost or revalued

amount less acaumulated depreciation and accomulated mmpamment losses, if any, Cost m relation to property,
plant and equipment comprises acquisition and other directly attributable costs.

Drepreciationis provided onthe straight line method at the rates specified innote 5 to the financial statements so as
to write off the cost of property. plant and equipment over their estimated useful lives. Depreciation i1s charged
from the date the asset is available for use up to the date of its retirement.

Surplus arising on revaluation is credited to the surplus on revaluation of fixed asset account. Deficit arising on
aubsequent revaluation of property, plant and equipment is adjusted against the balance in the above mentioned
anplusaccount. The surplus on revaluation of fixed assetsto the extent of incremental depreciation chareed on the
related assets is transferred to equity net of deferred tax.




BIAFO INDUSTRIES LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2007

4.1.2

4.1

4.3

4.4

Subsequent costs are included in the assets' carrving amount when it is probable that future economic benefits
associated with the item will flow to the Company and the cost of the item can be measured reliably. Carrying
amount of the replaced part is recogmzed. All other repairs and maintenance are charged to income during the
vear. Gain and losses on disposal of property, plant and equipment are included in the profit and loss account
currently except that the related surplus on revaluation of fixed assets net of deferred tax is transferred directly to
equity.

LEASED

Leased property, plant and equipment i terms of which the Company assumes substantially all the risks and
rewards of ownership are classified as finance leases. Assets held under finance lease are stated at lower of their fair
value or present value of mimmum lease payments at the mception of the lease, less accumulated
depreciation. The outstanding obligations under the lease agreements are shown as a liability net of finance
charges allocable to future periods.

The finance charges are allocated to accounting periods m amanner 5o as to provide a constant penodic rate of retum
on the cutstanding liability.

Depreciation on assets held under finance lease 15 charged n a manner consistent with that for depreciable
assets which are owned by the Company.

STOCK IN TRADE

These are principally stated at lower of cost and net realizable value. Cost is determined as follows:

Material in transit:  at material cost plus other charges paid thereon

Faw material: al movIng average cost

Work i process: al material cost

Finished goods: at moving average cost and related manufacturing expenses

Cost comprises costs of purchases and other costs mawrred in bringmg the matenial to their present location and
conchition, Net reahizable value signifies the estimated selling price m the ordinary course of business less costs
necessarily tobe incmred in order tomake a sale.

STORES, SPARE PARTS AND LOOSE TOOLS

Stores, spare parts and loose tools are valued at the lower of cost and net realizable value less allowance for slow
moving and obsolete items. Cost is determined on the weighted average basis and comprises costs of purchases and
other costs incurred in bringing the items to their present location and condition. Net realizable value signifies the
estimated selling price in the ordinary course of business less costsnecessarilyto be incurred i order tomake asale.

The Company reviews the camrying amount of stores and spare parts on a regular basis and provision 1s made for
obsolescence.

INVESTMENTS

All purchases and sale of investments are recognized using settlement date accounting. Settlement date isthe date on
which investments are delivered to or by the Company. All investments are derecogmized when the right to receive
economic benefits from the investments has expired or has been transferred and the Company has transferred
substantially all the risks and rewar ds of ownership.
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4.4.1

4.6

4.6.1

4.6.2

INVESTMENT AT FAIR VALUE THROUGH PROFIT OR LOSS

Investments classified as investments at fair value through profit or loss are mitially measured at cost being fair
value of consideration given. At subsequent dates these mvestments are measured at fair value with any resulting
gam or lossrecognized directly in the profit and loss account. The fair value of such investments is detenmined on the
basiz of prevailing market prices.

TAXATION

Taxation comprizes current and deferred tax. Taxation is recognised in the profit and loss account except to the
extent that it relates to items recogmised directly m equuty, if any. in which case the tax amounts are recognised in

equity.
CURRENT

Provision for current taxation i1s based on taxable ncome for the vear at the applicable tax rates after taking into
account tax credit and tax rebates, if any.

DEFEERED

Deferredtax isrecognized using the balance sheet liability method providing for temporary differences between the
carryine amounts of assets and liabilities for financial statements and the corresponding tax bases used in the
computation of tax. In addition Company also records deferred tax asset on available tax losses. The amount of
deferred tax provided is based on the expected manner of realization or settlement of the carryving amount of
assets and habilities using the tax rates enacted at the balance sheet date.

A deferred tax asset i= recognized only 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 iz no longer probable that
the related tax benefit will be realized. Further the Company also recognizes deferred tax liability on saurplus on
revaluation of fixed assets which 1sadjusted against therelated surplus.

EMPLOYEE BENEFITS

PROVIDENT FUND

The Company has established a recogmized provident fund for the management emplovees. Effective 01 July
2004, the benefit is also available to workers of the Company. Provision i made in the financial statements for the
amount payable by the Company to the fund and mthisregard contributions are made monthly at the rate of 8,33 %6
of basic zalary equally by the Company and the employee.

ACCUMULATING COMPENSATED ABSENCES

The Company also makes provision for compensated un availed absences accumulated by its employees.
REVENUE RECOGNITION

Revenue is recognized when right to ownership is transferved and there is probable flow of economic resources to

the Company usually at the time of delivery of 2o0ds to the customers. Interest on bank depositsisrecoznized on a
time proportion basis.

19




BIAFO INDUSTRIES LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2007

48

4.9

4.10

4.11

4.12

4.13

4.14

FOREIGN CURERENCY TRANSACTIONS

Pakistan rupeces 15 the functional cumrency of the Company. Transactions i foreign currencies are recorded at the
rates of exchange ruling on the date of the transaction. All monetary assets and liabilities denominated in foreign
currencies are translated into Pakistan mpees at the rate of exchange ruling on the balance sheet date and exchange
differences, if any, are chargedto income for the vear.

BORROWING COSTS

Mark up, interest and other charges on borrowings and finance charges of leased assets are charged to income in the
period i which they are maurred.

FINANCIAL INSTRUMENTS

Fimanaal assets and financial habiliies are recogmized at the time when the Company becomes a party to the
contractual provisions of the mstruments, The Company de-recogmizes a financial asset or a portion of financial
asset when, and only when, the Company loses control of the contractual right that comprise the financial asset or
portion of financial asset. While a financial liability or part of financial liability is de-recognized from the balance
sheet when, and only when, it 15 extinguished 1.¢.. when the obligation speafied n the contract is discharged,
cancelled or expired.

Fmancial assets mamly comprise long term deposits, trade debts, advances, other receivables, cash and bank
balances. Financial liabilities are classified according to the substance of the contractual arrangements entered into.
Significant financial liabilities are obligations under lease finance, long tenm loans, creditors, acaued and other
liabalies.

All financial assets and liabilities are initially measured at fair value. These financial assets and liabilities are
aubsequently measured at far value, or cost, asthe case may be.

OFFSETTING

Financial assets and liabilities and tax assets and habilities are set off in the balance sheet, only when the Company
has a legally enforceable right to set off the recognized amounts and intends either to settle on a net basis or to
realize the assets and settle the liabilities simultaneously.

TRADE AND OTHER PAYABLES

Liabilities for trade and other payables are carried at cost which 1= fair value of the consideration to be paid in the
future for zoods and servicesreceived.

TRADE AND OTHER RECEIVABLES

Trade and other receivable are stated at original invoice amount as reduced by appropriate provision for
impairmment. Known impaired receivables are written off, while receivables considered doubtful of recovery are
fully provided for.

PROVISIONS

Aprovisionis recogmzed in the balance sheet when the Company has a legal or constructive obligation as aresult of
a past event, and it is probable that an outflow of economic benefits will be required to settle the obligation and a
reliable estimate can be made of the amount of oblizgation. Provisions are reviewed at each balance sheet date and if
requiredare adjusted to reflect the current best estimate.
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4.15

4.16

4.17

DIVIDEND
Dividend 15 recogmized as a hability in the period m which it 15 declared.
CASHAND CASH EQUIVALENTS

Cash and cash equivalents for the purpose of cash flow statement comprise cash in hand and at bank and short tenn
borrowings that are repayable on demand and form an integral part of the Company's cash management. Cash and
cash equivalents are carmied in the balance sheet at cost, except for foreizn currency deposits which are carried at fair
value.

IMPAIRMENT

The carmrying amount of Company's assets are reviewed at each balance sheet date for impaiment whenever
events or changes in circumstances indicate that the carrying amounts of the assets may not be recoverable. If such
mcication exists, and where the carrving value exceeds the estumated recoverable amount | assets are written
down to their recoverable amount. The resulting impairment loss is taken to profit and loss account except for
impairment loss on revalued assets, which is adjusted against the related revaluation surplus to the extent that the
impairment loss does not exceed the surplus on revaluation of that asset.
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& FIXEDASSETS- FROFERTY, FLANT AND EQUIFMENT
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Sl

3.3

i

FOR THE YEAR ENDED 30 JUNE 2007

Depreciation for the yvear has been allocated as under:

Cost of sales
Administrative expenses
Distribution costs

Eevalnation of land, building, plant amd machinery

b-J
[

2007 200
Note Eupres Rupees
25 24,480,221 24.120 888
18 729,369 621,606
if) 25,547 2T E1D
15,535,537 25,020,313

Land, building and plant and machinery of the Compary were revalued as at 30 June 2005 by anindependent professional valuer Asrem
(Prvate) Linuted (formedy Eesources & Assets Manngement International ). Land and binlding were revalued on the market basis and
plant and maclunery under the depreciated replacement cost basiz, The previous revaluation was camed owt on 20 Movember 1994,

Had there been no revaluation, related figures of revalued land, buil ding and plant andmaclinery would have been as follows:
Mel Book Value

Lemselold laad

Building on leasehold land

Plant s soaclunesy

Dhetailz of property, plant and equipment disposed off during the year:

Particulars

Shelwore Truck [IDT-2815]
Shelwore Truck [IDT-2816]

Eia Classic IDL-7439]
2007

2006

Slores
Spare Parts
Laoose Tools

STOCK IN TRADE

Eaw Matenals
FPackimg Ratenals
Work: in Process
Finished Goods
Croods i Transit

STORES, SPARE PARTS AND LOOSE TOOLS

2007 2005
Rupres Eupees
7015883 TO15.883
36,420,261 37378689
114217794 118495019
157 653 930 172,889 501
st Book Value Sale Proceeds Gain' (Loss) E'I.';f;;;: N:::'i’l:;’:
Rupees .
535,040 185 467 330435 144508 Public offer Mr. Imran Liagat
535000 185 467 334,783 149316 Public offer  Mr. Imran Lingat
556,780 306,233 243,652 (62,581)  Public offer Mr. Inran Liagat
1626780 677067 90880 231703
1,794,056 806,366 1,048,890 242,524
2007 2o
Rupees Fiupees
008,734 Q41,607
4,150,422 4 365039
30,436 3 436
5 117,592 5341 582

25,550 60

o TS ART

1,323,547 979,265
32,326 746,222
11,242,357 3,971,330
3,627,414 1,746,928
44,061,251 32,616,292
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2007 2006
Note Rupees Rupees
8 TRADE DEBTS
Ungecured - Considered good 5TA51.208 44, 680777
Ungecured - Considered doubtful 1,479,333 1,479,333
38,930,541 46,169,110
Provision for doubtful debts (1.479,333) (1.640,162)
Bad debts wnitten off against provision - 160,329
(1,479,333) (1.479,333)
27,451,208 44,689,777
9 ADVANCES
Advances to suppliers 9.1 2,734.216 2,389,013
Advances to employees Considered good 521,532 G663 454
3,255,748 3,052,467
2.1 Advances to suppliers
Considered good 2,734,216 2,389.013
Considered doubtful _ 142,955 142,955
2877171 2,531,968
Provision for doubitful advances (142.955) (142,955)
2,734,216 2,389,013
10 TRADE DEPOSITS AND SHORET TEEM PREPAYMENTS
Trade Deposits 392 544 376,544
Prepavinents 690,541 516,675
1,083,085 893,219
10 OTHER RECEIVABLE
Conadered Good 432406 241.707
Congdered Doubdful 11,918 11,9218
444,324 253,625
Provision for doubtful receivables (11,918} (11,918}
432,406 241.707
12 OTHER FINANCIAL ASSET

Inwvestment af fair value thorough profit or loss

This represents mvestment made by the Company m NAFA Cash Fund (NCF), an open ended collective scheme. The
Company purchased 998,966.43 unitz of NCF dunng the yvear at offer price of Rs. 10,8362 per unit. The investment is
stated at fair value af the vear end. using the vear end redemption price. accordmgly the gain amounting to Rs. 236,855
on remeasurement of investments at fairvalue at the yvear endhasbeen mcluded in other operating ncome.
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[
Lh

2007 2006
Note Rupees Rup ees
13 CASH AND BANK BALANCES
Cash at bank:
Curent accounts 13.1 28,566,950 7,545,715
Dreposit accounts 13.2 125 866 72,113 |
. 28602 816 7617828
Cash in hand 3 190 ' Hi‘-‘ﬁ
__28.695.006 7,733,204
13.1  Cumrent accounts mclude foreign currency balmces amounting to F2. 19,545,565 (2006: Rs. 5.769.092).
13.2  Deposit accounts camy markup af the rate of 1.93% (2006: 3% to 4%) per annum.
2007 2006
Note Rupees Rupees
14 TRADE AND OTHER PAYABLES
Creditors 17029599 10,874,706
Advances from customers 631737 615326
Accrued liabilities 2,653,223 1,880,280
Usance letters of credit 486.470 §.572.075
Withholding tax payable o1 143 179478
Sales tax 2,522,083 1,194,207
Insurance 1,955,775 1,950,478
Workers' profit paticipation fund 14.1 5 644.837 3.577.145
Workers' welfare fund 14.2 3 257935 2
Unelaimed dividend 1.885.654 T2.637
Payable to anployees retirement benefit fund 108,420 29,760
Oithers Tl AR2 374,998
35,859,358 29,316,090
14.1  Workers' profit participation fund
Balance at beginnmg of the year 3.522.145 1.667.181
Allocation of profit for the year 5 644,837 3.522.145
9. 166,982 5,189,316
Paid to the fund dunng the year (3,522,145) (1.667.181)
5,644,837 3522145
14.2  Pwsuanttothe requirement of Finance Act, 2006 effective from 01 July 2006, the Company hasallocated Bs. 2,257,935

to Workers' Welfare Fund on the basiz of its accounting profit forthe vear.
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. 2007 2006
is MARKUF ACCRUED MNale Rupees Rupees
Accrued mark-up on
Long term fmancing
= Secured : J
- Unzecured = 319.621
29,412 | 29412 |
T )
Short teem borrowmgs - Secured ;ii;: igggji
63,774 384,875
16 SHOET TEEM BOEROWINGS - Secured = =
Bank of Khyber:
Running finance 16.1 171453 .
Export refinace ‘ B 1.- ‘ 2 506,940 |
| Sy S J
41 48 15
National Bank of Pakistan: AEtpti £00 40
Running finace 16.2 2,958,870 3.416,628
3080328 5,923,568

16.1 The mnnmmg fmance facility has a smctioned lanit of Bs 10 nullion (2006: Bs. 10 million) and cames mark up @ one
year KIBOR plus 400 bazic points (bpz) with floor of 14% per annum (2006: spc months KIB OR plus 400 bps with floor
of 14% per annum) payable on quarterly basiz. The facility iz secured by 1zt charge ranking pari pasw with HBL on all
existing and future assets of the Company for Rs. 14.130 mallion. 2nd charge on all existing and future assets of the
Company for Rs. 21.041 million. 1st exclusive hypothecation charge on the stocks of the Company for Bs. 29 million.

16.2  The mnnmg finance facility has a sanctioned limit of Rs 15 mullion (2006: Rs. 15 million) and caries mark up i@ 6
months KIBOR + 2% p.a. with floor of 11.5% p.a. (2006: 6 months KIBOR + 2% pa with floor of 8% p.a.) payable on

cquarterly basis. The facility 15 secured by way of pledze of stocks with 25% margin and lien on recervables up to Rs 22
million.
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17.1

18

1%

LONGTEEM FINANCING

7 2006
Loans from banking comp anies - Secnred Sk
Rupees Rupees
Habib Bank Limited
Balance at beginning of the vear
Demand Finmnee - 1 19555916 | 30,523,457
Demnand Finance - 1T 5,357,135 | 2018565
24913051 3w A52022
Repayments dunng the year {16,155,761) {14,538971)
Current matunty shown under cument hiabalities (8.757.200) | (7.861.653)
(24.913,051) (22 A400.624)
= 1"1“5 113?3

Az a result of redructunng agreement with Habib Bank Linnted dated 26 August 1999, the loan aggresating Rs 300.719
million has been redasafied ito Demand Finance - T and Demand Finance -II, amounting to R 70 million and Rs 25
million, respectively.

The marked up price of the above loans is Bs. 144 485 million, caleulated on the bass of a mark up @ 14.235% per ammm
The loanis repayablein axteen half yearly installments commencng July 2000,

These facilities are secured by way of :
= First prior charge (equitable mortgaee) on all the present and future fixed assets of the Compainy.,
= First prior floating hypothecation charge onall the moveable and immoveabl e properties and aszetz of the Compaiy;
- Personal guarantees of sponsor directors,
- Pledge of shares (Sponsors: 3 million shares, Orient Trading Companry Limited: 6 milli on shares)

LIABILITIES AGAINST ASSETS SUBJECT TO FINANCE LEASE

Theze represent finance leazes entered into with Ovix Leasng Pakistan Lindted for lease of velicdes and plamt and
machinery, The liability represents total of mininmum leasze pavments discomted at rates ranging between 12.98 %6 to 17.76
o (2006; 10.5 %% to 17.25%) per annum, being the rate implicit in the leaze amangement. Under the leaze agreements the
purchase option is available to the Company on payment of lease installments and swrender of key deposit money. The cost
of operating and maintaining the leazed azsetziz borne by the Company.

The amount of fuhere mininen leaze payiments, present value of mimmmm lease payments and penods domng which they
become due are az follows:

2007 2Mvs
Rupees Rupees
M lease payuients:
Not later than one year 4.360 360 | 1.247 460
Later than one yvear but not later than five yvears 7.147.715 2343650
11,517,075 3,591,110
Finance charges relating to fulure periods _ (2101001) (T29.326)
Principal sulstanding 416,074 2,861,784
Current portion shown wnder current liabilities (3,165,164) (890 329}
6,250,910 1,971,455
DEFERRED EMFPLOYEE BENEFIT
Accumulating compensated absences
Obligation at beginmmng of the year 120 R14 | | 327 B0
Charge for the vear 176,055 | 1.986
505,891 329,836
Benefits paid (48,727}

Obligaton ot end of the yvear 457,164 329,530
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1.1

1111

11.12

11.2

1111

22

i1.1

2.2

2007 2006
Eupees Eup ees
DEFERRED TAX LIABILITY
The net balance of deferred tax i< in respect of the following major
temporary differences:
Accelernted depreciation on property, plant and equipiment 21.564.170 27 306,672
Uﬂllﬁtd fax Iﬂﬁ-ﬂlﬂﬁ {9443}10} [11110311411
Obligation under finance lease (2.175.113) (690.009)
Eetirement benefits ;1 D:‘;Sﬂi]n (113 1“3]
Provision for doubtful debts, advances and receivables (374.749) (567 :EDI]
Surplus on revaluation of propery, plant and equopanent 20.373.817 18 414606
38,338,510 26,639,878

Deferred tax liability has been calculated at the enacted tax rate of 35% (2006: 35%) per annum.

CONTINGENCIES AND COMMITMENTS

CONTINGENCIES

Industnal Estate Hattar of Sarhad Development Avthonty (MWWFP) has rmsed m addibional demsmd of Bz 6,203 400 aganet the
Company relating to addibional poyment to be made to onginal ovners of the land for whach lease was signed md full payiment was
made in 1991, The Compamy has not acknowledged the daim and has filed an appeal against the demand before the Crvil Judge,
Haripur. The court has st the demand and the matter is comently pendmg for adjudication. Pending the outcome of the appeal,
no provision has been provided m these financial statements for such demand as momagement is confident that appeal wall be
deaded i the Compmiy’s favour.

Federation of Pakistan has fled a pettion m Supreme Cowt of Pakastan agmnst the order of Laliore High Court through wnitten
petition mumber 432003 regarding secomd pmvuent of refumd of wnport license fee ammmbng to FEs. 1.5369309 which was
refunded by Export PFromotion Burean to the Comgpamy in the hight of order of Laliore High Cowt. The matter 15 currently pending
adjudication and managementis confident of a favowrable owtcome of this case.

COMMITMENTS

Letters of aredht 1ssued by a bank on behalf of the Compaary for the import of raw matenials, outstanchng at the year end mmoumnted to
Rz, 17,016,000 (2006: Fs. 20,900.000) at the year end.

SHARE CAPITAL

AUTHORIZED SHARE CAPITAL

This represents 25 000,000 (2006: 25,000,000) Ordinary shares of Rs. 10 each.

ISSUED, SUBSCRIBED AND FULLY PAID UP CAPITAL

2007 2006 2007 2006
MNumbers MNumbers Eupees Rup ees
14,000,000 14,000 000 Ordinary shares of Bs. 10 each 1ssued for eash 140,000 000 140000000
6,000,000 G 000,000 Ordinary shares of Bs, 10 eachissued a lien of £0.000.000 &0.000.000
restructunng arrangement with the lender fu el Eetod
_20,000,000 20,000,000 200,000,000 200,000,000
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24

4.1

24

SURFLUS ON REVALTUTATION OF FIXED ASSETS -net of fax
Surpluz on revaluation at 01 July

Transferred to equity in respect of incremental depreaation - net of
Edated deferred tax liability of incremental deprecation

Eelated deferred tax liability o
Fevaluation az at 01 July
Incremental depreciation charged on revalued assets

CROES SALES

Local
Exports

Nole

24.1

2007 2006
Rupees Rupees
109,448,706 117,655,509
(14,932,894) (5,334,422
(8.040.789) | |  (2.872.381)
(22.973.683) __ (3.206.803)
86,475,023 109 448, 7046
| (28.414,606) | | (31,286,987)
__8.040,789 __2.872.381
_ (20373.817)  (28,414.606)
66,101,206 851,034,100
387,569,864 300,546,942
142,399,131 99,594,740
529968995 400,141,682

The export zales represent sales made to Sandak and Dudder projects i Baloclhistan, Pakistan whoch iz declared az Expoit Processing

Zone byvihe Govenuent of Pakastan (GoP).

COST OF SALES

Iatenals consumed

Stores and spares consumed
Packing materials consummned
Fuel and power

Salanes, wages and other benefits
Insurance

Eeparrs and mantenance

Other production ex penses
Depreciation

Work 1n process :

Chp emiing
Closing

Cost of goods manufactured

Finished goods:

Chpening
Closing

Mote

251

252

5.1

2007 2006
Rupees Rupees
210,074,996 147,286,816
2,639,551 1,920,153
6.631.173 6,280,970
4,711,890 4,536,511
15,520,662 12,807,793
664,047 646,222
2247474 1,667,379
13.096.953 10,221,622
24,480,221 24,120,888
280,066,968 209 488,354
746,222 | | 944,517
(882326) | | (746.222)
(136,104) 198,293
279,930,864 209,686,649
3,971,380 4,018,754
L_(11.242357) | | _{3£?.1_~_.3_3F_'1|
(7.270,977) 47.37.
272,659,887 209,734,023

b=
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Materials consumed
Opening stock
Purchases during the yemr

Closing stock

Thiz melndes Be 384,123 (2006: Rs, 321,053) charged on account of defmed contribution plan.

OTHER OPERATING INCOME

From financial assets

Gain on remeasurement of mvestment at fan valwe through profit or loss
Exchange gamn

Interest on deposit accounts

From non-financial assets
Gain on disposzal of vehicles
Services provided

DISTRIBUTION COST

Salaries, wages and other benefitz
Staff raveling and conveyance
Transportation choeges
Telephone, telex and postage
Entertainment

Printmg and stationary

Velncle rumnmg and mamtenance
Insurance

Bad debis written off

Other charges

Depreciation

Thas melode Bs. 96,423 ( 2006; Bs. 74.622) charged on account of defined confribution plan.

ADMINISTRATIVE EXPENSES

Directors' remunerntion
Salaries, wages and other benefits

Dhrectors’ travelng md conveymce
Staff raveling md convevance
Electnerty, gas and water
Telephone, telex md postage
Fent, rates and taxes

Legal and professional charges
Donations

Anditors’ remuneration
Frimting and stationery
Entertamment

Other expenses

Depreciation

2007 2006
Rupees Rupees
25172497 16,105,652
211,888,106 156,353,001
237.000,603 172459313
(26,985 .60T) (25,172.497)
210,074,904 147,286,810
2007 206
MNote Rupees Rupees
236,855 | E
S11.575| 584,268
205 | 152
T48,635 584,420
231,703 242 524
_ - 52,174 |
231,703 204,698
080,338 879,118
L | 4,340,866 3442008
1,095 835 871,117
1,958,287 B55,372
Bd,661 (3056
48,741 5,552
43,389 49,744
560 BOB 350022
456,067 406,673
= 79,174
1,113 604 1,002 301
5.1 325,947 277.810
10,037,355 TATI20
5,501,960 2,810,840
281 3099413 2341175
1.346,073 1,339.537
2 500 139 587
242863 213,010
009,249 o0, 3
1.081,765 BO2 ET3
40434 583,040
28.2 100,000 230,000
28.3 250,00 250,000
I80,315 234,384
116,706 71,733
1,233.804 792,774
LN | 710 369 21,606
15,087,651 11,121,652




BIAFO INDUSTRIES LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2007

15.1

5.1

I8.3

zy

30

302

Thus mcludes Fs 3% 320 (2006: Es.67,089) charged on sceomt of defined comtnbubion plan.

Donations do not isclude mry muount paid to amy person or orgmuzation i wlich a Director or losTer spouse hiad amy imterest,

Anditors® remmmerstion
Anmual andit fee

Half vearly review

Cithier cerfificafions

FINANCE COSTS

Mark up on long tenm financing - Secured

Mark up on loan from directors and shareholders - Unsecured
Finance charge on leaszed assets

Mark up on short term borrowings - Secured

Bank charges

TAXATION

Dieferred tax

Eeconciliation of tax expense’ (income) with tax on accounting profi:

Profit before faxation

Tax rate

Tax on accoumting profit

Tax effect of temporary differences
Tax effect of business losses

Tax effect of Lower tax rate on certain income

2007 200é
Eupeis Eupees
150,000 150,000 |
50,000 50,00k
50000 50000 |
250,000 250,000
2,351,329 6,114,008
5 508 388
521,103 430,456
87,559 1.988.047
014,113 557319
3354, 114 9,688,218
(11,698,632) 4,647,100
104 393 368 66.920.764
35%p A5es
36,747,889 23422 26T
15 692 8317 854 500
(26.714.426) (19,558,342}
(14,027 568) (9,365 ,534)
11,698,632 4,647,109

The Company has mot provided for minimm tax inder section 113 of the Income Tax Ordinance 2001, as management is
of the view that minimum tax payment will be available for adjustment against future tax liabilitiesin terms of section 113 (1)

(¢} of the Inoom e Tax Ordinance 2001 .

30.3 Assessmentzofthe Company for the assesanent years 1999-2000, 2001-2002 and 2002-2003 are still pending adjudication. Tax
retums filed for Tax Years 2003 to 2006 (income years éended 30 Tune 2003 to 2006) dand assessed in terme of section 120
of the Income Tax Ordinance 2001. However, tax authorities are empowered to open or amend the assessments within five

k3 |

vearzof the date of aszezament.

CASH AND CASH EQUIVALENTS

Cash and bank balances
Short term borrowings

2T 20
Rupees Rupees
IR.605 06 7.733.204
(3.080.323)  (5.923.368)
25,614,683 1,809,636

31
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EARNINGS PER SHAERE - Basic and dilutéd

106

11,567,873

Profit forthe year (Fupees)
fverage number of shares cutdandmg dunng the year (Humber)

20,000,000

Earmings per share (Fupees)

A58

There 15 no dilubrre eftedt on the basc eammgs per share of the Commpany

EEMUNERATION OF CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES

0407

Chiel Exeoutive

Directors

(Bupees)

kianageral retuneration

Emplovees benefits
Bonus

(Rupees)

15, e

1,584,000

Total

2

Humber of persons

The aggregate amount changed in these financial statements in respect of meetmg fee pard bo Directors was Bs 124,000 (2006: 21,1000

Chief Executree and Directors are provided with Compary mamntamed cars

There 15 no employee whose basic salary exceeded Bs, 500,000 dunng he year

RELATED PARTY TREANSACTIONS

Eelated parfies comprize the associated vndertakingz, directors, key management perzsonnel, enfities over wihi ch e directors are
able to exercize influence and empl oyees” fnd Transactions with related parties and balances outstanding at the yvear end are as

foll ows:
07
Eupees
Aszocibed undertaking - sole proprietorship concermn of a director of the Cormpany
Bale of explosives
Ealance payable at the year end

- ey )
13,757

Associbed company

Payments of consultancy changes
Payment of dividend

Fayment of markup

5,400,000
230,565

Directors and shareholders
Eepryment of loans to directors and sharéholders
Marbup on loans Bom divectors and shareholders

Markap acered atthe veur and 2412

Employee Mund
Contributson towards employpess’ provadent fumd G37EI6

LT
Eupees

R R
152,650

B,356,963
o

2412

476,170




BIAFO INDUSTRIES LIMITED

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2007

L
N

FEHANCIAL INSTREUMENTS AND EELATED HSCLOMIEES

Insersnt rans rink s snurs

The Coaapamy' v ¢ xporms fo mbeorct pals nick and Ba s flctroy sates om the finane vl asceb snd Babibbes axof 30 o ass an ol koo

Fiscams ol soerris

Long eom depoass
Tracls dalete

Jaal v e

Trads depoats

Dbk petasabled
Crthe p fmare ] som b
ol el i Prallire e s

Fimani il laak b ries
Est e
Long s am e oy
L ialad bt gt ameis obeee ) b (e s Teasa
Shatt Wiz baipzwangs
Trads and ctha s papablen
Tl o up s el

O balanes ide#l §ap
& il e aiiese 0 AROIp S T iR T g ap

Fimanc ial aanwin
Long wrm depeme
T dat b
dikane e
Trsds depomt
Oty pearwwtedes
Db Frsacne ] dcia |
Curdy amed bank balsreer

P ball sk s
Foras il

Leog w1m foazcing
Ligkalihas agamt sk pubmct 8 Foares bace

Shart am borrcwmgs
Tiseds s olba payabdes
Flark: - up wns roed

Crm balare & whei b gap

L& Lt e e VESR

Wi v Buse o 1 Diomningd Wil porints acvedl B it s

Iz o frmark-up tearog

H oo e o frrmo ke-arp Bearing

Elface v NS W o
[ di S N= 10 FI.I'

. o San Inroos than
TR T T BT T
Dwer tan fonr chusr v AL

T

Enmasis din Bvo
wrar ke ros i
tha, thoss peam

Mlweminy iyt ore Dlak G afe e

Fﬂ'

125,063

ool Tl
STAS 08
Ll
R
A6 FH
b e ESE
T ERAR
P

1 i ERELED
1isid - 17 3164 Lds
P - LA 3080 TS

=%

0757, 30
£k b 0T
LT |

LEN e

TITET

LENE o
a3, 1M

b TR

(EFSEEY

TEaTT, - = - T ITTEy

ELTAN

LA AR5

[H.A&L A5 L2 LAS718:d) Ll knisk) LRkt @at) L3k 1 L) [ Pt b

Vome prs vl el pr obiirog

Eh1AN G5 T35

B e v e, i ke beeanung

et Ity o omw
L 4] e

nmow dan  1n e G fmr
Enmars dwn wve o ool prerbat ma e

wrar bl ok s
T W (0§ i o s
Huiur, Haprer i ey

Eanagnry up o ope Blwn ory afies one

T Vs

TLELR

LAY,

T
A
¥ e
24,70

o ]

7,70 204

LA ]k

PIILE

LE AT

B, Pab i

TERE1E53
o
5,913,568

24F DS
SEOLTES

5RIF568

&7 57 10 :
o 376363

TR

Ty

b L I

P E R

24213080

8L TRE

B2 55T

15550151 2L ARG
H4grs B ETE

13580131
HAETS .
o sl O ]

""" (IAE0T4REY R IIRNETy (REOREER (AP e — OREE IR

L T T

STy SIIEE (EALREE

A C0m iy

eipy ki) iy

TOTETE TONERTEY TTONANTT TORNNE T

il L S b et ) e [

HITrEY (AT

Tha caoryng valee of all ihe finage ] ascels and hatalibes yeflec el 1o the finanoaal siake me i sppezemate B fur valmes

Curremt ¥ Eish

Ceowmcy mkn S mmk dod fe vl of s S o e il o tyis doe b clanpe o foegpn schangs ey Cogemey ik aman rranly e e recsaTa b e payele et Soe o fraos sct o el Coreagn e andl wpplen . A0 atb s end, el

ispusity ks

Liguidshy ok i e ok Bof o snispres will sncm nier S n Sands o e

Ui vt S ol Ceallid ool
Craads rink e

B el ol b e o resed m che
CoTnpanmy w1 L s 1 o ooy sl deah Tt vans ry o maer

o berw Emf 1 b ol spodd oy ugndcan el of HgridSy ik

arad Tirvere il o o s

done of coarrves pacmee Beled 1o pe rfonm e coTEras ] AL dhe fimircal ook sxcep b band, s gkt wo oreemik e Comparry bke v gt tron ros srponsd womagor concsnminenofcrelirmmk To mooag s seponsy o gelnmk de




BIAFO INDUSTRIES LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2007

3a CAPACITY AND PRODUCTION

2007 20046
Rated
Product Umits Production Actual produciion
capacity

Tovex water gell and powder explosives Egs 6,000,000 4447700 3.602025
D etonator - plain Noz 8000 D00 7789700 G 410050
Dretonator - electric Mos 450,000 449 300 201 652
Safety fuse Meter 300,000 100,900 18,000
Detonating cord Meter 2 300,000 2,479,150 1915125

The shortfall in production of certain products is due to the gap between market demand and the available capacity. Due to certain
modifications made tothe plant , the actual capacity has been enhanced over and above the rated capacity.

37 DATE OF AUTHORIZATION FOR ISSUE
Theze financial statementz were authorized for izsue by the Board of Directors of the Company in their meeting held on
October 08, 2007,

38 COREBESPONDING FIGURES

Previous figures have been rearranged and'or reclazafied, wherever neceszary, for the purpose of comparison in the financial
statements. For better presentation red assificationsmade in the financial satements were as foll ows:

Reclassification lrom Fedassilication 1o Amount

component component Ell]]'f L
Trade and other payvables (Usance letter of credits) Stock in trade {Goods i transit) 1746928
Trade and other payables (Usance letter of credits) Trade and other payables (Creditors) 1319.743
Finance costs (Exchange zain) Other operating income (Exchange gain) 584,268

39 GENERAL

Figures have been rounded off to the nearest of mpees, unleszs otherwize stated.

I A hbt
Islamabad Z ﬁ;‘b} o Mw-

8" October, 2007




PATTERN OF SHAREHOLDING
AS AT JUNE 30TH, 2007

NO. OF SHARE HOLDING
SHAREHOLDERS TOTAL NUMBER OF
FROM TO SHARES HELD
15 1 100 754
162 101 500 75,145
58 s01 1,000 57,001
05 1,001 S, 000 260,000
25 5,001 10,000 214,700
12 10,001 15,000 158,500
4 15,001 20,000 79,300
3 20,001 25,000 67,200
3 25,001 30,000 50,000
4 30,001 35,000 131,600
3 35,001 45,000 132,500
2 45,001 50,000 1000, Oy
7 55,001 65,000 420,000
2 65,001 70,000 136,500
2 65,001 80,000 159,500
1 50,001 85,000 3,000
2 $5.001 90,000 180,000
1 90,001 95,000 94,300
6 95,001 100,000 600,000
1 115,001 130,000 127,500
1 135,001 140,000 140,000
2 145,001 150,000 300,000
1 165,001 170,000 167,500
4 195,001 200,000 800,000
1 225,001 230,000 230,000
1 255,001 260,000 255,500
1 270,001 275,000 272,500
1 295,001 300,000 300,000
2 300,001 320,000 610,500
1 320,001 350,000 322,500
1 350,001 S0, (NG 368,000
1 435,001 440,000 440,000
1 525,001 530,000 530,000
1 820,001 §25,000 822,500
1 895,001 900,000 893,500
1 995,001 1,000,000 1,000,000
1 1,495,001 1,500,000 1,500,000
1 1,885,001 1,890,000 1,888,000
1 5,995,001 6,000,000 6,000,000
432 20,000,000
SHAR EHOLDER'S NUMBERS OF NUMBERSOF ___ ... . __
CATEGORY SHARFHOLDERS SHARE HELD T ERCENTAGE
INDIVIDUALS 407 12,142,100 61 %
JOINT STOCK COMPANIES 23 7,756,800 3904
INSURANCE COMPANIES | 100,000 194
OTHERS | 1,100 094

432 20,000,000 100.00




PATTERN OF SHAREHOLDING
AS AT JUNE 30TH, 2007

CATEGORIES OF SHAREHOLDERS NUMBER  SHARES HELD % AGE

Directors, CEQ & their Spouse and Minor Children

M. Zafar Igbal 1 £32,500 2.66
M. Salim 1 310,000 1.55
Murs. Ishrat Askari w/o Kh. Amanullah Askari 1 294, 300 L47
Abdul Maajid Qureshi 1 201,000 1.01
Mrs. Zahida Qureshi w/o Abdul Maajid Qureshi 1 200, (MM} 1040
M. Afzal Khan 1 150, () 0.75
Adnan Aur anzeb 1 100, (MM 050
M. Zafar Khan 1 887,500 4.44
M. Humayun khan 1 60,000 0.30
Mz, Shirin Safdar 1 45,000 023
5. M. Sibtain 1 20,200 0.10
Ehawaja Amanullah Askari 1 5,700 0.03
Sved Zafar Mehdi Askari 1 2,500 0.01

Banks, Development Finance Institutions,
Non Banking Finance Institutions, Insurance Companies,

Modarba & Mutual Funds 24 1,857,900 9,29

Other Individuals 394 9,333,400 46.67
Shareholders holding 10% or more shares in the company:

Orient Trading Litd. 1 6,000, 000 30,00
TOTAL 432 20,000,000 100.00

Details of trading in the shares by the Directors, CEQ, CFO, Company Secretary and their Spouses and minor
Children:

Mr. Zafar Iqbal sold 467,500 Shares and Mr. Zafar Khan purchased 797,500 Shares of the Company




FORM OF PROXY

The Secretary

Biafo Industries Limited

Office No: 203-204, 2™ Floor,
Mohammad Gulistan Khan House
Fazal-e-Haq Road, Blue Area,

Islamabad.

' We Of
being member of BIAFO INDUSTRIES LIMITED and holder of Ordinary Shares as per Share Register Folio
(Number) and / or CDC Participant 1D No. and Sub Account No. hereby appout

of (Name)

as my/our proxy to vote for me/ms and on my/our behalf at the 19" Ammual General Meeting of the Company to be held at its
registered office, 203, 2 floor M. Gulistan Khan House, 82 East Fazal ul Haqroad Blue area Islamabad on October 08, 2007 and

any adjournment thereof.

Signed day of 2007
Signature
(Siznatre should agree with the
specimen signature registered with the
Company)
WITNESSES:
1.  Signature 2. Signature -
Name - Name .
Address Address
NIC or NIC or
Paszzport No. Paszport No.
Note:

1. A member entitled to be present and vote at the Meeting may appoint a proxy to attend and vote for mm/her. A proxy need
not be amember ofthe Company.

2. Proxies i 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.






