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DEWAN CEMENT LIMITED

Fthe Visiore Hlalemerd

“The vision of Dewan Cement Limited is fo become leading market player
in the cement sector”.
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Hte Missiorn Halement

o To assume leadership role in (he fechnological advancement of the
Induslry and to achieve the highast level of qualitative and quaniitative
indigenization.

o To be the finast organization in ifs industry, and fo conduct ifs business
reaponsibly and in a straight forward manner.

o To seek long-term and good relations with our suppliers and Sales
Agenta with fair, honest and mutually profitable deslings.

o To achieve the basic aim of benefiting its customers, employees and
shareholders and to fulfilf its commitments o the society.

o To creale a work environment highlighting team work, which motivates,
recognizes and rewards achievernents at alf levefa of the organization,

because ‘In ALLAH wa balisve, and in peapls wea frust”.

o To be honest, initintive and be able fo respond effectively to changes
in efl aspects of iifs, including fechnology, culfure and snvironment.

o To be a confributing corporate citizen for the betferment of society and
to exhibit a socially responsible behaviour,

o To conduct with infegrity and strive fo be the best.
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DEWAN CEMENT LIMITED

NOTICE OF THE THIRTY THIRD ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that the Thidy Third Annual General Meeting of Dewan Cement
Limited {"DCL" or "the Company"} will be held on Wednesday, October 24, 2012, at 03:00 p.m.
at Dewan Cement Limited Factory Site, at Deh Dhando. Dhabeji, District Malir, Karachi, Pakistan;
to transact the following businesses upon recitation from Holy Qur'aan and other religious recitals:

1.

Karachi: September 28, 2012

To confirm the minutes of the preceding Annual General Meeting of the Company held on
Wednesday, October 24, 2011;

To receive, consider, approve and adopt the annual audited financial statements of the
Company for the year ended June 30, 2012, togetherwith the Directors' and Auditors' Reports
thereon;

To appoint the Statutory Auditors' of the Company for the ensuing year, and fo fix their
remuneiation;

To consider any other business with the permission of the Chair,

By order of the Board

Muhammad Hanlf German
Company Secretary

NOTES:

1.

B

The Share Transfer Books of the Company will remain closed for the period rom Qclober
17,2012 to October 24, 2012 (bolh days inclusive).

Members are requested to immediately nolify change in their addresses, if any, af our
Shares Registrar Transfer Agent BMF Consuliants Pakistan (Private) Limited, located at Anum
Estate Building, Room No. 310 & 311, 3rd Floor, 492, Darul Aman Society, Main Shahrah-e-
Faisal, adjacent fo Baloch Colony Bridge. Karachi, Pakistan.

A member of the Company entitied to attend and vote at this meeling, may appoint
ancther member as his/her proxy to altend and vole instead of him/her. Proxies, in order
lo be effective, must be received by the Company at the abovesaid address, not less than
48 hours belore the meefling.

CDC Account helders will further have to observe the following guidelines. as laid down in
Circular 01 dated January 20, 2000, issued by the Securilies and Exchange Commission of
Pakistan:
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a) Foi Attending Meeting:

i} Incase of individual, the accouni holder or sub-account holder, and/or the person whose
secuiies are In group accouni and thelr regisirafion defoils are uploaded as per the
reguiations, shall authenticate his/har identify by showing his/her originol Nolional Identity
Card [CNIC), or oniginal passport of ihe lime of attending the meeling.

i) In case of corporate enlity, the Boaird of Dreciors' resolution/power of agitormey, olongwith
Ihe speciman signafure of the nominage, shall be produced [unless it has been provided
earlier) at the fime of meeting.

B) For Appointing Praxies:

i} Incase of individual, the account holder or sub~account holder, and/or the person whose
secuities ore in group account agnd their regsiration details are upkoded as per the
regUkctions, shall sulbmit the proxy form os per the above reguiremenits.

i) Two persons, whose names, addresses, and CNIC numbers shol be mentionad on the form,
sholl witness Ihe proxy.

i) Aftested copies of CNIC or passport of the beneficiol owners and proxy shall be fumnished
olongwith the proxy form.

ivl] The proxy shall produce his/her original CNIC or original passport at the time of the
meelng.

v) In case of comorate entity, the Booarg of Directors' resolution/power of obomey, olongwith

Ine specimen signaiure of the nominee, shall be produced (unless it hos baen provided
eaflier) along with the proxy form to the Compony.
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Dewan cement Limited

DIRECTORS’ REPORT

The management of your company takes pleasure in presenting to you the
Thirty third Annual Report of the company together with the audited
accounts for the financial year ended June 30, 2012. This is the ninth annual
report since the management and controlling shares of the company were
taken over by Yousuf Dewan Companies.

OVERVIEW

The aggregate sales volume of Pakistan Cement Industry witnessed a modest
growth of 3.45 during the financial year ended June 30, 2012 and achieved
sales volume of 32.52 million tons as compared to last year sales volume of
31.43 million tons. The overall sales volume increased by 1.09 million tons.

The domestic demand registered an increase of 8.84% and achieved volume
of 23.95 million tons against the last year volume of 22.00 million tons.

The export sales volume of the industry decreased by 92.12% and achieved a
volume of 8.57 million tons as compared to last year volume of 9.43 million
tons.

COMPANY'S PERFORMANCE:

The highlights of the accounts are tabulated below:

June 30, 2012 June 30, 2011

Sales
- Local - net 6,475,721 4,622,487
- Export 570,830 466,349
7,046,551 5,088,836
Depreciation 380,065 368,680
Gross profit/(Loss) 872,683 (56,450)
Financial charges 27,266 10,044
Taxation-net (Income)/Charge 40,769 24,310
Net Profit/(Loss) after tax 383,142 (362,061)
Basic Earning/(Loss) per share Re. 0.98 Re. (0.97)
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ONGOING LIMGATIONS

As far os loon liabilities mentioned in the finonciol statements ore concemed,
a number of recovery suits have been instituted by Banks / Financial
Institutions. These suits are being successfully defended by our Counsels. The
counsels have submitied their observations / opinion in respect of litigation
being handled by them and all of them are of the view thot these suits can
be successfully defended. It moy also be pointed out that there is vested
interest working to destabilize our group of companies and are instrumental in
bringing about cartelization in Banks / Financiol Institutions to achieve their
vested interests and trying to engineer default in repayment of loans etc. We
have instituted suits and complaints against them in courts / forums of
approphiate jurisdictions.

FUTURE OUTLOOK

There are strong indications of domestic growth within country in cement sales
following year, reason for the growth is the construction aclivities after
the announcement in the recent budget in which substontial funds were
olocated for public sector development projects. Due to the upcoming elechons, better
utilization of development funds is expected which will support growth in
consumption of cement.

Export sales volume which has been declining for the last few years may stabilze
in future due to increase in consumption of cement in Afghaniston and an
expected increase in export volumes to India, Further the export of cement /
clinker by seo route to various Africon countries are expected to increase as
these countries are emerging as fast growing export markets. Other new
growing markefs for Pakistani cement / clinker are S Lanka, Tanzania and Qatar.

OBSERVATIONS IN THE AUDITORS’ REPORT

The cuditors have qualified their report on the following basis, which are duly
explained.

Advance for Pre-IPO Investment:

The auditors do not concur with the management assertion regarding the
classification of advance for Pre-IPO investment amounting to Rs. 3.850 million
as long term liobility.

The management is of the view that since the funds were oblained for @
period of six years, all of them ore offered reshructoring of their investments. Till
the matter is resolved suitably with investors, management has decided to
classify the same ¢s long term liability.
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DEWAN CEMENT LIMITED

Provision for markup:
The Company has not made provision of markup amounting to Rs. 1,084
million on its markup bearing liability.

The management has approached its bankers / financial institutions for
restructuring of its long-term and short-ferm obligations. The management is
confident that the Company’s restructuring proposals will be accepted by
the financial institutions / bankers. Therefore the Company has not made any
provision for markup.

Going Concern Assumption:

The auditors have added an emphasis of matter paragraph on the
company's ability to continue as o going concern. However, the
management is of the view that the Company's restructuring proposals will
be accepted by the financial institutions / bankers and preparation of the
financial statement on going concern assumption is justified.

STATEMENT OF CORPORATE GOVERNANCE AND FINANCIAL REPORTING
FRAMEWORK

We are pleased to report that your Company is fully compliont to the
provisions of the Code of Corporate Governance as incorporated in the
listing regulations of stock exchanges.

a) The annexed financial statements prepared by the management of

the company, present fairly its state of affairs, the result of its operations,

cash flow and changes in equity;
b) Proper books of accounts of the company have been maintained;

c) Appropriate accounting policies have been consistently applied in
preparation of the financial statements and accounting estimates are
based on reasonable prudent judgment;

d) International Financial Reporting Standards, as applicable in Pakistan,
have been followed in preparation of financial statements except for
the departures disclosed in financial statements;

e) The system of internal control is sound in design and is effectively
implemented and monitored. The process of review will continue and
any weaknesses in confrol will be removed;

f) The doubts about the company’s ability to continue as a going
concemn and its mitigating factors are disclosed in note 3 to the
financial statements;

Y| ANNUAL REPORT 2012
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gl There has been no materiol deporture from the best proctices of
corporate governance, as detailed in the listing regulations;

h) Key operoting ond finonciol dato for lost six yeors is summarized ond
annexed;

i} There are no outstanding taxes and levies other than those disclosed in
the annexed financial statements;

i) The pattermn of shareholding of the Company as at June 30, 2012 is
annexed;

k) The value of investment of provident fund bosed on their respective
latest accounts is Rs. 54.11 million.

DIVIDEND

The Boord is not in ¢ position to recommend dividend for the penod under
review.

TRADING IN COMPANY SHARES

None of the Directors, CFO, Company Secretary, their spouses and minor
children have traded in the shares of the Company during the year other
thon that has already been disclosed in the pottern of shoreholding.

BOARD MEETING

During the yeaor four meelings of the Board of Directors were held, Directors’
attendonce in these meeting is as under:

Name of Directors No. of meetings
Attended

Dewan M. Yousuf Farooqui
Dewon Abdul Bagi Farooqui
Dewon Abdul Rehman Forooqui
Mr. Haroon Igbal

Syed Muhammad Anwar

Mr. Istiag Ahmed

Mr. Aziz-ul-Haque

b BB W= b

No casual vacancy occurred during the year.
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DEWAN CEMENT LIMITED

AUDITORS APPOINTMENT

The present auditors M/s. Farug Ali & Co., Chartered Accountants, retfire and
being eligible, have offered their services for re-appointment as auditors for
the ensuing year ending June 30, 2013.

The audit committee and the Board of Directors have recommended
appeointment of M/s. Farug Ali & Co., Chartered Accountanis as auditors of
the company for the coming year.

VOTE OF THANKS

The Board would like to place on record its gratitude to its valuable
shareholders, Federal and Provincial government functionaries, banks,
development financial institutions, and customers for their cooperation,
continued support and patronage.

The Board also expresses its thanks to the executives, staff members and
workers of the company and wishes to place on record its appreciation for
the efforts they are making in turning around the company.

CONCLUSION

In conclusion, we bow, beg and pray to Almighty Allah, Rahman-o-Rahim, in
the name of our beloved prophet, Muhammad, Peace be upon him for
confinued showering of His Blessings, Guidance, Strength, Health and
Prosperity to us, our company, Country and Nation; and also pray to Almighty
Allah to bestow peace, harmony, brotherhood and unity in true Islamic spirit
to whole of Muslim Ummah, amen, Summa-Ameen.

On behalf of the Board of Directors

L

Dewan M. Yousuf Farooqui
CEO & Chairman Board of Director

Dated: September 28, 2012
Place: Karachi
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KEY OPERATING AND FINANCIAL STATISTICS FOR LAST SIX YEARS

Parficislar 2012 2011[m1£ed] 2010 20089 2008 2007
{Tone. In thousanda}

QUANTITATIVE DATA

Clinkar Production 1.247 1,188 835 1,358 1,338 1,444
Coameant Produclion 1300 1,297 918 1,378 1,556 1,584
Comend Daspalch 1,201 1,213 937 1,355 1,568 1,585
ASSETS EMPLOYED {Rs. In milllan}

Fixed Assels 19,492 18,312 19,680 20,015 19,927 18,333
Invesimani & Lopg-erm advancas,

deposits & Dsfarred cosls 45 54 57 72 75 54
Curreni Assels 1,505 §,226 1,133 1,510 1,608 2,815
Total Assats Employed _ 2042 20,582 20,870 2,597 2,611 22,202
FINANCED BY

Shareholder aquity 4,030 3,560 3,628 4,222 4,308 4,704
Suiplus on revaluation of fixed assel 3,837 3875 4,045 4,008 4,015 4,081
Redeamable capilal 3,850 3,850 3,850 3,880 3,880 4,111
Long-{erm Loan & Long-lerm

Liabllilies/Disposi/import bill 1,198 1,188 2,000 2,825 3.224 3,433
Deatemed Liabliitles 1,687 1,615 1,623 1,750 2,068 2,142
Obligation under finance lease - - i4 31 89 135
Curren{ Liabililies 6,460 5373 5,708 5,110 4,061 3,535
Total Funds Invested 21,042 20,582 20,870 21,587 21,611 22,262

TUANOVER & PROFIT

Tumovar (Net) 7,047 5088 3485 5883 4598 4,330
Operating Profk / (Loss) 444 (345) 611 56 (538) 718
Pro@it ! (Loss) Bedore Taxalion 424 (338) (619) (376)  (582) 165
Profit / (Loss) After Taxalion 383 (362) 623) (163)  (499) 207
Accumulated Profit (Loss) (491) (831) (619) 19 105 501
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DEWAN CEMENT LIMITED

WEALTH GENERATED AND DISTRIBUTED
DURING 2011 -2012

m6%
a5%

Material & Services m0% P
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Financlal Institution
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Employeas
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Totfal Revenue Ra. 8,384.8928 million

WEALTH GENERATED AND DISTRIBUTED
DURING 2010-2011

os% W0% BY% ggy
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Total Revenus Rs. 6,861,277 millllon
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STATEMENT OF COMPLANCE WTTH THE BEST PRACTICES OF
CODE OF CORPORATE GOVERNANCE

The statement is being presented to comply with the Code of Corporate Governance
(“CCG”) contzined in Regulation No 35 of listing regulation of Karachi, Lahore and
Islamabad Stock Exchanges, for the purpose of establishing a framework of good
governance, whereby a lisied company is managed in compliance with the best practices
of corporate govemance.

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

1. The Company encourages representation of independent non executive
directors and directors represeniing moinority interests on its Board of
Directors. At present the board includes One Independent Director, three Non-
Executive Directors and three Executive Directors of the Company.

2. The condition of waxioum pumber of seven directorships to be held by a
director in listed companies as per clause i of the CCG will be applicable
afier election of next Board of Directors of the Company in Oclober, 2014.

3. 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, a2 DFI or
an NBFI or, being & member of a stock exchange, has been declared as a
defaulter by that stock exchange.

4. No casual vacancy occurred on the board during this period.

5. The company has prepared a “Code of Conduct” and has ensured that
appropnate steps have been takep to dissemuinate it throughout the company
along with its supporting policies and procedures.

6. The board has developed a vision/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 mainfained.

7. All the powers of the board bave beep duly exercised and decisions on
material transactions including appointment and determination of
remuneration and terms and conditions of employment of the CEQO, other
executive and non-execufive directors have been taken by the
board/shareholders.

8. The meetings of the board were presided over by the Chairman and, in his
absence, by the director elected by the board for this purpose and the board
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12.

13.

14.

15.

16.

17.

18.

DEWAN CEMENT LIMITED

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 meetings were appropriately
recorded and circulated.

In accordance with the criteria specified on clause (xi) of CCG, some directors
are exempted from the requirement of directors’ training program and rest of
the Directors to be trained within specified time.

There was no change in the position of CFO, Company Secretary and Head of
Internal Audit during the year. The Directors report for this have prepared in
compliance with the requirement of the CCG and fully describes the salient
matters required to be disclosed.

The financial statements of the company were duly endorsed by CEO and
CFO before approval of the board.

The director, CEQ and executives do not hold any interest in the shares of the
company other than the disclosed in the pattern of shareholding.

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

The board has formed an Audit Committee. It comprises three members who
are non-executive directors including the chairman of the committee. The
condition of clause 1(b) of the CCG in relation to the independent director
will be applicable on election of the next Board of Directors of the Company.

The meetings of the audit committee were held at least once every quarter
prior to approval of interim and final results of the company and as required
by CCG. The terms of reference of the committee have been formed and
advised to the committee for compliance.

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

The board has set up an effective internal audit function. The staffs are
considered suitably qualified and experienced for the purpose and are
conversant with the policies and procedures of the company.

The statutory auditors of the company have confirmed that they have been
given a satisfactory rating under the quality control review program of the
ICAP, 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

Y| ANNUAL REPORT 2012
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partners are in compliance with International Federation Accountants (IFAC)
guidelines on code of ethics are adopted by the ICAP.

19.  The statutory auditors or the persons associated with them have not been
appointed to provide other services except in accordance with the hsting
regulations and the auditors have confirmed that they bave observed IFAC
guidelines in this regard.

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

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

23.  We confirm that all the other material principles enshrined in the CCG have
been complied with.

On behalf of the Board of Directors

Dt

September 28, 2012 Dewan M. Yousuf Farooqui
Karachi CEOQ & Chairman Board of Director
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222-A, Karaechl Mamon Telsphone {021) 34301966

v Cooperalive Mousing Sooely [021) 34301867
‘F}IR[TQ ALT & CO lustive. Inpumullah Rood, {021) 34301088

v A Near Hill Park, Karachi-74800 (021) 34301968
CHARTERED ACC OUNTA NTS E-mail: (oo oybernel pk Fox {021} 34301985

REVIEW REPORT TO THE MEMBERS ON STATEMENT OF COMPLIANCE
WITH 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 Dewan Cement Limited
("the Company") to comply with the Listing Regulations of the respective Stock Exchanges, 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 provisions 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 financial statements we are required to obtain an understanding of the
accounting and internal control systems sufficient to plan the sudit and develop an effective audit
approach. We are not required to consider whether the Board's statement on internal control covers
all risks and controls, or to form an opinion on the effectiveness of such internal controls, the
company’s corporate governance procedures and risks.

Further, Sub-Regulation (yiii a) of Listing Regulation No. 35 requires the Company to place before
the Board of Directors for their consideration and approval related party transactions distinguishing
between transactions cirried out on tenms equivalent to those that prevail in anm's length transactions
and transaction which are not executed at arm's length price recording proper justifications for using
such alternate pricing mechanism. Further, all such transactions are also required to be separately
placed befare the audit committee. We are only required and have ensured compliance of requirement
to the extent of approval of related party transactions by the Board of Directors and placement of
such transactions before the audit commiitee. We have nutcamudu‘uimy procedures to determine
whether the related party transactions were under taken st arm's length price or not.

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 re

with the best practices contained in the Code of Corporate Governance as applicable to the Company
for the year ended June 30, 2012,

Dated: September 28, 2012
KARACHI:

Engagement partner: §. Naseern uz Zaman, Chartered Accountants

ANNUAL REPORT 2012 | 17




YD | A YOUSUE DEWAN COMPANY

AUDITORS’ REPORT TO THE MEMBERS

We have audited the annexed balance sheet of Dewan Cerent Limited as at June 30, 2012 and the related
profit and loss account, cash flow statement and statement of changes in equity together with the notes
fonming part thereof, for the year then ended and we state that we have obtsined all the information and
explanafions which, to the best of our knowledge and belief, were necessery for the purpose of our andit.

It is (he responsibility of (he company’s management lo establish and maintain & sysiem of intemal control,
and prepare and present the abave said stalements in conformily with the approved accounting slandards and
the requirements of the Companies Ordinance, 1984. OQur responsibility is 1o express an opinion on lhese
statemnents based on our audit.

We conducted owr audit in accordance with the auditing standerds es eppliceble in Pakistan. These standands
require thet we plan and perform the audit to obtain reasoneble assurance sbout whether the above said
statements are free of any material misstatement. An audit inchudes exanmining, on a test basig, evidence
supporling the amounls and disclosures in the sbove said statements. An sudil also includes assessing (he
accounting policies and significanl estimales made by managemeni, as well as, evalualing the overall
presentation of above said stziements. We believe that our audit provides a reasonzble basis for our opinion
and, after due venfication, we report that:

8) The compsny has classified ‘advances for ibvesmment in tenm finance certificates’ amounting to
Rs.3,850 million (refer note 20 to the Tioaocizl statements) as long term hiability for the reason mentioned
in said nole. We de nol concur with the management's asserlion tegarding ils classificalion as long ferm
liability. In owr opinion the entire liahility should be classified 28 curren{ ligbility as per lerms of
agreements with the investors.

b) The company has not made provision of markup for the yesr amounting to Rs. [,083.660 million (up o
Fupe 30, 2011: R5.2,588.973 million) (refer note 35.1) oo scconnt of restmuctoning proposal offered to the
lenders as described o note 3 to the financial statemoents. Noo-provisioning of markup is based on
menggement's hope that the restructuring proposal will be accepted by lenders in the proposed manner. ln
our opinion, since the proposal has not been accepted by the lendess so far and the lenders, instead of
accepling the restructuring proposal, have prefesred filing suits agamsl the company, therefore the
provision of markup should be made in these financial statements. Had the provision of markup been made
in the financial statements, the profit after taxation would have been lower by Rs. 1,083.660 million and
markup payable would have been higher and sharcholders' equity would have been lower by
Rs.3,672.633 million.

¢) In our opinion, proper books of accounts have been kept by the compeany 25 required by the Companies
Ordinance, 1984;

d} in our opinion:
i} the balance sheet and profit and loss account together with the noies thereon bave been drawn up o
conformity with the Companies Ondinance, 1984, end are in agreement with the books of account and
are furthes i sccordance with accounting policies consistenfty applied;

il) the expenditwre incumed during the year was for the purpose of the compeny's business; and

iii) the business conducted, invegiments made and the expenditure incurred during the year were in
accordance with the objects of the company;
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¢) in our opinion and to the best of our information and according to the explinations given to s, except for
the matters discussed in paragraph (a) and (b} above, the halance sheet, profit and loss sccount, cash flow
staternent and statement of changes in equity together with the nofes formimg part thereof conform with
spproved sccounting standards as epplicable in Paldsten, and give the infrrmstion required by the
Companies Ordinance, 1984, in the manner o required and respectively give @ true and fir view of the
state of the company's affairs as st June 30, 2012 and of the Pmfit, itz cash flows and chenges in equity for
the year then eaded; and

f) in our opinion, no Zakat was deductible at source under the Zakst and Uishr Ordingnce, 1580,

without further qualifying our opinion, we draw attention of the members to tote 3 (o the finencisl statements
which indicates that as of June 30, 2012 the Company hes sccumulated josses of Fs.420.574 million and 1t
current tabilities exceeded its current msseis by Rs.4,955.110 million &nd majority of the lenders have gons
into litigation for recovery of thewr lisbilities through sttachment and sale of company's hypothecated |

propertiee and certain lenders have also filed winding up petitions (refer note 28.1(c) to the
finuncial statetnents), These conditions, along with other matters as set forth in note 3, indicate the existence of
materinl uncerfainty which may cast significant doubt about company’s shility to continue a8 gomg concern
therefore the company may be unable to realize ity sasets snd dischasge its Habilities in the normal course of
busineas, The amounts of loss and current liabilities reportod in ssid note do not inchude the effecet of maltens
discussed in para (1) and (b) above, The management is still hopeful that the restructuring proposal offered to
the lenders will be accepied in proposed manner and cases will be withdrawn, The going concern gasumption
used in preparstion of these financial statcments is largely dependent on the acceptance of restructuring
proposal offered to lenders and pending litigations as disclosed in pote 28, the ultimate outcome of which
cannol be ascertained.

Dated: September 28, 2002
Place: Karach! CHARTERED ACCOUNTANTS

Engagement partner; S. Nascem uz Zaman.
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BALANCE SHEET
AS AT JUNE 30, 2012

ASSETS

NON CURRENT ASSETS
Property, plant and equipment
Long term deposits
Long term loans

CURRENT ASSETS
Stores and spare parts
Stock-in-trade
Trade debis - Unsecured
Loans and advances - Uosecured
Trade doposits and short term payments
Other receivables - Considered good
Short-lerm invesanents
Taxation - Ne¢
Cash ang bank balances

EQUITY AND LIABILITIES

SHARE CAPITAL AND RESERVES
Authorised capitzl
500,060,000 (2011: 500,000,000) Ordinary shares of Rs. 10/- cach

Issued, subscribed and paid up capital
Reserve - Net

SURPLUS ON REVALUATION OF FIXED ASSETS - Net of tax

NON CURRENT L1ABILITIES
Long rerm financing
Advapces for invesment in term finance certificalce
Liabilities against assets subject to finance lease
Long 1erm deposits and payables
Deferred taxation

CURRENT LIABILITES
Trade and other payables
Short term borrowings
Markup payable
Current and overdue portion of long-term borrowings
Sales tax payable

CONTINGENCIES AND COMMITMENTS

The annexed notes form an integrof part of ihese financiol statements.

Dawan Abdul Rehman Faroogqul
Diracior

Note

e |

10
11
12
13
14
15

19
20
2l
22
23

pL
25
26
27

June 30, 2012 Jupe 30, 2011
(Restaled)
------------- Rupees In "000" - —-—------—--
19,491,501 19,311 801
42,342 42,242
2.892 1,248
457,303 383,699
240,131 149,471
417,830 409,929
156,295 133,567
26,254 28,874
18,358 19,974
4,401 1,410
$8.270 37.525
125,785 71,787
1,504,627 1236236

Y TS I 1Y TG Y

5,000,000 3,000,000
3,891,133 313891,133
138,870 {101,423)
4,030,003 1,589,710
1,837,214 1,075,189
186,638 200,209
3,850,000 3,850,000
1,011,163 587,532
1,666,608 1,615281
6,714,409 6,653,022
1,827,230 1,704,785
660,875 660,875
1,038,963 1,035,963
2,886,274 2,887,303
46,394 81,480
6,459,736 6,371,406
21,041,362 30,591,527

s i

Dewan M. Yousuf Farooqul
CED & Chalrman Boord of Dlreciox




PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2012

Turnover - Net
Cost of sales

Gross profit / (loss)

Operating expenses

Distribution cost
Administrative expenses
Other operating expenses

Operating profit / (loss)
Other operating income
Finance cost

Profit / (loss) before taxation

Taxation - Net
Profit / (loss) after taxation

Other comprehensive income for the year:
Incremental depreciation transferred from surplus

on revaluation of property, plant and equipment
Related deferred tax
Component of comprehensive income not reflected in equity
Total comprehensive income / (loss) for the year

Profit / (loss) per share - Basic and diluted

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

Dewan Abdul Rehman Farooqui
Director

Dewan cement Limited

June 30, 2012 June 30, 2011

Restated

Note .. (Rupees in '000')-( -------- ).

29 7,046,551 5,088,836
30 (6,173,868) (5,145,286)
872,683 (56,450)
31 (74,446) (81,652)
32 (314,523) (202,737)
33 (39,544) (4,085)
(428,513) (288,474)
444,170 (344,924)

34 7,007 17,217
35 (27.266) (10,854)

(20,259) 6,363
423,911 (338,561)

36 40,769 24,310
383,142 (362,871)

86,848 77,957
(29,697) (26,578)

57,151 51,379
440,293 (311,492)
37 Re. 0.98 Re. (0.97)

theph,

Dewan M. Yousuf Farooqui
CEO & Chairman Board of Director
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CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2012

22 | ANNUAL REPORT 2012

June 30, 2012 June 30, 20711
............. Rupees in '000' - (RE'E’M) -
CASH FLOWS FROM OPERATING ACTTVITIES
Profil / (lass) before inxation 4239t (318,561)
Adjustrmenis for oo cash and other ilems:
Degreciziion 380,065 168,680
Gain on digposal of fixed assels {193} -
Worker's profil parficipation fand 24,186 -
Advances and other receivable witten off 2,370 -
Workers” Welare fond 9113 —
{Gain) / loss on remeaserement of shor lean investmeni {2,991) [X;
Finance cosl 27286 10,854
Liabilities written back - {16,328)
Cash ontilow before working capital changes 863,727 4,108
Movemenl In working caplial
{ncreasel/decrease in curren asseis
Stoncs and 5parc pans {73.604) (47.682)
Stock w bade {90.660) (29.447)
Trade debs - Unsecured 7901 (61.946)
Loans and advaaces - Unsecured (22,728} 12,925
Trade deposits and shor Lerm payments 1.014 7412
Otber receivables - Considersd good 252 15
{i93.627) (118,753
Irereates(decrease) in curvent fiobilinies
Trade and other payables 82,495 44 447
Sales (ax payable {35,086) 72,522
47,409 116,969
{145,618} (1,784)
Cash ge 1ed from operati TI8,109 22624
Income tax paid {91,211} (13,610)
Finance cost paid {5.942) (3.567)
Net cash inflow from operating activities 620,956 5,747
CASH FLOWS FROM INVESTING ACTIVITLES
Fixed capilal expenditures {539,718) (85%)
Sale proceeds of Nixed assets 245 —
Long term lonns - Ned {1,644 (198)
Long leem deposils {100)) {S00)
Net cash (ised in) investing activilies {561,317} (1,557
CASH FLOWS FROM FINANCING ACTIVITIES
Repaywen of loag wimn insacog {E4,523) -
Dividend paid (2) -
Long icm depogits and payables 8.961 20,058
Leabalinics aganst asseis subpect 1o Npance lease - Me {77 {1257
MNet cash (oulflow)}/ inliow brom Neanciog acbiviiies £5.641) 7581
Net (decrease) in cash and cash eguivalents 53,998 1,771
Cosh and cash equivalenis al the beginning of the year 71,787 &0,016
Cash and cash equivalents ai the end of the vear 115,785 71,787

The annexed notes form mt integrol par of these foumicial stofements.

Dewan Abdul Rehman Faroogui
Direcior

iy

Dewan M. Yousul Farooqui
CEO & Chalrman Boand of Director




Dewan cement Limited

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2012

RESERVES
CAPITAL REVENUE
Issued,
bscribed and Total Equit
su.scrl ¢ z'm Merger Accumulated | Total reserves otal Bquity
paid up capital
reserve loss

e 0 1] T b I ) R

Balance as at June 30, 2010 3,573,750 629,444 (575,095) 54,349 3,628,099
Effect of exchange difference relating to prior years -- (44,280) (44,280) (44,280)
Balance as on July 01, 2010 - Restated 3,573,750 629,444 (619,375) 10,069 3,583,819

Total comprehensive (loss) for the year:

Loss for the year - restated -- -- (362,871) (362,871) (362,871)
Incremental depreciation transferred from surplus

on revaluation of property, plant
and equipment - net of tax - - 51,379 51,379 51,379

- -- (311,492) (311,492) (311,492)
Transactions with owners:

Issue of shares to sponsors on conversion of loan 317,383 -- - -- 317,383

Balance as at June 30, 2011 - Restated 3,891,133 629,444 (930,867) (301,423) 3,589,710

Total comprehensive income for the year

Profit for the year - - 383,142 383,142 383,142
Incremental depreciation transferred from surplus
on revaluation of property, plant

and equipment - net of tax -- - 57,151 57,151 57,151
-- -- 440,293 440,293 440,293
Balance as at June 30, 2012 3,891,133 629,444 (490,574) 138,870 4,030,003

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

= o

Dewan Abdul Rehman Farooqui Dewan M. Yousuf Farooqui
Director CEO & Chairman Board of Director
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2012

1 THE COMPANY AND ITS OPERATIONS

Dewan Cement Limitad (the Company / DCL) was incorporated in Pakistan as a public limited company in
March, 1980. ls shares ere quoted on the Xarachi and Lahore Stock Exchanges since June, 1989, The registered
office of the Company is situated ar 7th Floor, Block A, Finance and Trade Cenire, Shahrah-e-Faisal, Karachi,
The principal activity of lhe Company id manulacowe zud sale of canenl. The Company has two production
facilitics at Deb Dbando, Dhabeji Karachi, Sindb snd Kamilpwr Haftar industrial Estate, district Kinyber
Pakhamkhwa.

2 THASIS OF PREFARATION

These finsocial statements have been prepared under the historical cogf convention cxcept that comain fixed agsers and
certain invesononls have been included at fair values in accordance with the relevant International Financial Reporing
Standards (TFRSs).

3  GOING CONCERN ASSUMPTION

The financial statements for the year ended June 30, 2012 reflect a5 of that date company has accumulated loszes of
Re.490.574 milfion (2011:Rs.930.867 milkon) end iz curreni hisbilities exceeded i3 current mssetz by Rs.4,955.109
million (201 1:85.5,137.170 million). The company’s shorl erm bormowing facilitics have expired and ool been rencwed
md (he company hn been unshle o ensure scheduled payments of long lerm borowings due 1o he Liquidity problesns.
Following conrse, mejority of the leoders have gone into liigation for repayment of lizbilities through sttachinent and
sale of company’s hypoibecated / mortgaged properties and cemain lenders have also Giled winding wp peritions. These
conditons indicate he existence of matenal uncerteinty which may casi significand doubl gbout Lhe company’s atnlity to
continoe as a going concern Lherefore the compamy may be unable to realize its assets and discharge iils lisbililies i the
normal cowrse of buginess. The liquidity crunch presently faced by the company is due o the fart thal the banks /
(inancial institutions did pol give due cominitied support 1o the company for completion of its line IT project in sowh.

However, the asngement is of the view (haf operating cash flows of the conpany will remain positive on aceomt of
expecied increase in desnand of ceineni and positive mergins on accouni of increasing trend o cement prices, Lhe
cOmpany 58 8 going concern would be & viable unil. The company was able to reach at setilement with onc of the lendors
md expects (hal all debl will be restructured m near fuwe. Accordingly, the company hes approached iis lendess [or the
restrocouring of its cotire debt in the following panoes:

(8) All the debi obligations of the company be converied ino a Privalely Placed TFC of eighi yeses inclusive of
grace period of 3 years

(b) Principal to be repaid in equal half-yearly installimenis with firsi soch payment falling due afier six roonths from
the end of grace period; and

{c) WMark-np payable as on December 31, 2008 w be freczed and paid quarierty over s period of four years from the
date of restruchiring.

The manzgement believes thaf the regtnucturing proposal presented is workable and would enable the company to service
ila debis. Therefore, (be management s confidenl (hat the proposal will be sccepied by ils lendess in near future, and
coort cases will be withdrawn by lenders,

Accordingly, these fingneial statements have been prepared on 2 going concern basis.
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4  SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS

In the process of applying the Company’s accounting policies, managemen{ has made the following estimates and
judgments which are gignificant to the financial statements:

The preparation of financial statements in conformity with approved accounting standards requires the use of certain
critical accounting estirnates, It also requires management to exercise its judgement in the process of applying the
Company's accounting policies. Estimates and judgements are continually evaluated and are based on historic experience
and other faclors, including expectations of future evenis that are believed 1o be teasonable under the circumstences.
Revisions to accounting estisnates are tecognized in the period in which the estimate is revised and in any future periods
affected.

4.1 Property, plant and equipment

The Company reviews appropriateness of the rafe of depreciation, useful life and residusl value used o the
caleulation of depreciation. Further, where applicable, an estiroate of the recoverable amount of assets is made for
possible impairment on an annual basis. In making the estuimates, Company uses the technical resources available
with the Company. Any change in the estimates in future might affect the carrying amount of respective item of
property, plant and equipment, with corresponding effects on depreciation charge and impairment.

4.2 Stores and spare parts

The Company reviews the nel realizable vatue (NRV) of stores and spare parts to assess any dimimution in the
regpective carrying values. Net reslizable value is estimated with reference to the estimated gelling price in the
ordinary course of business [ess the estimated cost necessary to make the sale.

4.3 Stock-in-trade

The Company reviews the NRV of stock-in-trade 10 asges any diminution in the respective carrying valus. NRV
is estimated with reference to the estimmated selling price in the ordinary course of business less estimated cost of
completion and estirated cost necessary to make the sale.

4.4 Trade debts

The Coropany reviews its doubtful trade debis af each reporting date to assess whether provision should be
recorded in the profit end loss account. In particular, judgroent by menagement is required in the estimation of the
emount and timing of fufure cash flows when determining the level of provision required. Such estimates are
based on assumptions about & number of factors and actual results may differ, resulting in foture changes to the
provisions.

4.5 Fuotore estimation of export sales

Provision for deferred tax has been calenlated baged on an estimate that the future ratio of export sales to total
sales will remein at the same level 8s average of last three years including the corrent financial year, Any change
in the estimate in futore years will affect the provision in thig regard in thoge years.
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5 SIGNIFICANT ACCOUNTING POLICIES
5.1 Suaeement of compHance

These finapcial statements bave been prepared in accordapce with the approved pccommiing siavdards as
applicable i Pakistan with lhe exception of departure of ITFRS a3 mentioned in note 20.) and 35.1 (o Lhe Anancizl
statements, for which the manzgement concludes thal classification of lisbilibes o cwment (pote 20.1) and
provisioaing of markap (note 15.1) would conflict with the overall objective of financial stateinenis, Approved
accounting siandards cowprizge of such Internadonal Financial Reporling Siandards (TFRSs) issued by the
Inrematonal Accounting Swndard Board ss are pohiied under the Companies Ordinance, 1984, provisions of
and directives issved under (he Compamies Ordinance, 1984. In case requirements diller, e provision of
directives of the Companies Ordinance, 1984, ghall prevail,

Standards, amendments or inferpretations which became effective doring the year

The following standards, amendmeniz and interpretalions to approved accounting stendards have been published
and are mandatory for the Company’s accomiing period beginning on or after July 1, 2011

- IFRS 7, "Financiol Instruments: Disclosures’ (effecve Janpary 1, 2011). The amendment emphasizes
the inleraction belween queniilative and quabiative disclogures sboul lhe nature 2od exiend of nisks
associated with finencisl instromeots. The amendmeol does nol have agy significant impact on the
company’s fingncial starements, other than certain additonal disclosures,

- IFRS 7, Fironcial Instruments: Disclosures” (effective Japuary 1, 2011). This amendment aims to
promots transparency m (he reporting of tandfer ansachons snd inprove userd' mderstendings of il
sk exposores relating lo transfers of financial assels and the effect of those risks on an entity's
financial position, parteularly those involving securidisation of financigl vsets. The emendrnent does
not have amy impact on the Company's financizl statements during the cwrment year.

- IAS 1, ‘Presentation of financio! stotements” (cffective Japvary |, 2011). Tohe amendmeot clarifies the
tan entity will present un analysis of other comprehensive income for each component of equity, either
in Lhe statemend of chenges in equity or in Lhe notes o (he financil sistements which have been made
in these inapcial slatements.

- 148 24 (reviced), ‘Related party disclosures' issued ip November 2009. 1t superseded TAS 24, Refated
Party Discloswre’, issved in 2003. 1AS 24 (revised in mandasory for periods beginning on or after
Jamnuoary §, 2011, The revised slandard clarfies and simplifies the definiion of & related party snd
removes the requirement for govemmeni-related caiities @ disclose defails of all ransgactions with Lbe
governmed and olher governineni-relaled entities. Tae Company complies with the requirements of
revised LAS.

- 148 34, Tnterdn financial reporting’ (effective Japuary 1, 2011). The amendment provides gnidance o
illugtrate how to apply disclogure principles  1AS 34 and adds disclosure requivermend around:

The circumstances likely to affect fair values of financial mgtnanents and their ¢lassifications.
- Transfers of financial insiruments between different levels of the fair valoe hierarchy.
- Changes m clascificaton of fmancial agses; and

- (Changes in contingent liabilitiez 2nd asscis.
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New / revised accounflng standards, amendments to published accounting standards, and interpretation
that are not yet effective

The following standards, amendments and interpretations of approved accounting standards will be effective for
accounting periods beginning on or after 01 July 2012:

- Amendments to TAS 12 — deferred tax on investment property (effective for annual periods beginning
on or after 1 Jannary 2012). The 2010 amendment provides an exception to the measurement principle
in respect of investment property measured using the fair value model in accordance with 1AS 40
Investment Property. The measurement of deferred tax assefs and liabilities, in this [imited
circumstance, is based on a rebuftable presumption that the carrying amount of the investment property
will be recovered entirely through sazle. The presumption can be rebutted only if the investment
property ig depreciable and held within a business model whose objective is to consume substantially
all of the asset's economic benefits over the life of the asset The amendment has no impact on
financizl statements of the Company.

LAS 19 Employee Benefits (amended 2011) - (effective for annual pefiods beginning on or after 1
January 2013). The amended TAS 19 includes the amendments that require actuarial gains and losses to
be recognized immediately in other comprehensive income; this change will remove the corridor
method and eliminate the ability for enfities to recognize all changes in the defined benefit obligation
and in plan assets in profit or loss, which currently is allowed under JAS 19; and that the expected
return on plan assets recognized in profit or loss is calculated based on the rate used to discount the
defined benefit obligation. The Company’s policy was to account for actuarial gains and losses using
the comdor method and with the change unrecognized actnarial geins / [osses as at 30 June 2012 would
need to be recognized in other comprenensive incorme.

Presentation of Hems of Other Comprehensive Income (Amendments to I48 1) - (effective for anpual
periods beginning on or after | July 2012). The amendments require that an entity present separately
the items of other comprehensive income that would be reclassified to profit or loss in the future if
certain conditions are met from those that would never be reclassified to profit or loss. The
amendments do not address which items are presented in other comprehensive income or which items
need to be reclassified. The requirements of other [FRSs contime to apply in this regard. The
amendments have no impact on financial statements of the Company.

I48 27 Separate Financial Statements (2011} - (effective for annual periods beginniog on or after 1
Janoary 2013). TAS 27 (2011) supersedes TAS 27 (2008). Three new standards TFRS 10 - Consolidated
Financial Statements, [FRS 11- Joint Arrangements and TFRS 12- Disclosure of lnterest in Other
Entities dealing with IAS 27 would be applicable effective 1 January 2013. TAS 27 (2011) carmes
forward the existing accounting and disclosure requirements for separate financial staterpents, with
some minor clarifications. The amendments have no impact on finencial statements of the Company.

- IAS 28 Investments in Associates and Joinf Ventures (2011) - (effective for annual periods beginning
on or after T January 2013). IAS 28 (2011) supersedes TAS 28 (2008). IAS 28 (2011) makes the
amendments to apply IFRS 5 to an investment, or a portion of an investment, in an associate or a joint
venture that meets the criteria to be classified as beld for sale; and on cessation of significant influence
or joint confrol, even if an investment in an associate becomes an investment in 2 joint venture. The
amendments have no impact on financial statements of the Company.

- Offsetting Financial Assels and Financial Liabilities (Amendments fo IAS 32) — (effechve for annual
peniods beginning on or after 1 Jannary 2014). The amendments address inconsisiencies in corrent
practice when applying the offsetting criteria in TAS 32 Financial Instruments: Presentation. Ths
amendments clarify the meaning of ‘cwrrently has a legally enforceable right of set-off’; and that some
gross settlement systemns may be considered equivalent to net settlement.
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- Offsetting Financial Assers and Financial Liabilities {(Amendments o IFRS 7) — (efiective for annual
perods beginning on or after | January 2013). The amendmeats to IFRS 7 conwin new disclosure
requirements for fingocial assets avd liabilities that are oiffset iv the statement of finaucial position or
subject to master nething sgreensent or similar urangerpent.

Annusl Improvemeats 2009-2011 (eective ior annoal periods beginning ou or affer 1 Jeauvary 2013). The
new cycle of improvements confains awendments to the following five standards, vrith consequential
amendmeats to other standards and interpretations.

1AS | Presentafion of Financial Staements is amended 1o clarify that only one comparative period —
which i3 the preceding penod — is requred for a complete ser of financial statements. If an antity
presenis additional comparative informanon, then that addidonal information oeed not be in the form of
a complete set of financial statements. However, snch infonmation should be accompanied by related
notes and should be i sccordance with IFRS, Furthermore, it clarifies that the 'third statetvent of
fmancial posilion’, when Tequired, is only reguired if the effect of restatement is alerial Lo slatement
of finapcial positicn.

- 1AS [8 Properiy, Plant and Equipment is amended to clanfy the accounting of spare parts, stand-by
equipment and senvicing equipment. The definition of ‘property, plant and equipment’ in JAS 16 is now
considered i deteroining whether these items should be aceounted for noder that standard. IF these
iters do oot meet the definition, then they are accounted for using LAS 2 Invensories .

1AS 32 Firancial Instrumenis: Presenlation - is amended to clarify that TAS 12 Jncome Taxes applies
o the accounting for incomoe @xes relating to dismibndons to bolders of 2o equity instroment and
trapsaction costs of gn exquity trapsection. The smendment removes a perceived inconsisteocy between
TJAS 32 and TAS 12,

1AS 34 Inierim Financial Reporting i1 amended (o align the disclosure requiresnents for segimenl ansels
and segroent liabilities in interm financial reports with those in (FRS 8 Operaring Segments . 1AS 14
now requises the disclosure of a mcasure of total assets and liahilines for a padticular reportable
segment. [n addition, such disclosuwre is only required when the amount is regularty provided to the
chief operating decision maker and there has been s maren