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Sazgar Engineering Works Limited

Vision

Dynaric, quality conscions and ever progressive.

Mission

Lo be market leader in providing safe, economical, durable, comfortable
and environment friendly means of transportation of international
quality at competitive prices

Lo achieve market leadership in antomotive wheel-rims of all types and
sizes

Grow through innovation of new products and

Gve higher return to the stakebolders.

Corporate Strategy

Achieve aptimal performance in production and sale; continnonsly add value

added products at competitive prices by marntaining "qualit’  as core

element; focns on customers’ satisfaction regarding sale, spares and service,

explore new markets and enbance customers' base: ensure righ! usage of

company's resources; create eriployment opportunities, profect the interest of

stakebolders; and be a part of the conntry's development

u
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Sazgar Engineering Works Limited

NOTICE OF ANNUAL GENERAL MEETING

Nowice is hereby given thar the 18" Anneal General Mecetng of Sazgar Engineering Works Limited will be held at 171-Al;
Town, Thokar Niaz Baig, Raiwind Road, Lahore on Saturday, October 31, 2009 at 1330 AM. to rransacr the following
Prusinesses:

ORDINARY BUSINESSES:

1. Toconfirm the minutes of Annual General Meenng of the Company held on October 3 1, 2008,

[

= . - - - 1h = -
lo receive, consider and adope the Annual Audited Accounts of the company for the year ended 30" June, 2009
together with the Directors' and Audirors' Reports thercon.

3. Touapprove theissue of bonus shares (@ 20% (i.e. 20 ordinary shares for every 100 ordinary shares held) as recommended
by the Hoard of Directors.

4. To appoint Auditars for the year 2009 2010 and to fix their remuneration. The present auditors M/S Kabant Saced
Iamiran Parel & Co., Chartered Accountants, being eligible, offer themselves for re-AppPOILMLIL,

SPECIAL BUSINESS:

5. Toconsider and, if thoughe fie, o pass the following resolutions as ordinary resolutions with or without modification:

(1) “Resolved that a sum of Rs. 20.801,350/- out of the Company's profits available for appropriafions as at June 30,
2009 be capiaalized and be applicd for the issue of 2,080,135 fully paid ordinary shares of Rs. 10/~ ¢ach as bonus
shares ro be allotted to those sharcholders whose names appear in the register of members at the cose of the
business on October 24, 2009 in the propotdon of rwenry (20} ordinary shares for cvery hundred {HIF: ordinary
shares held by a member. The said shares shall rank patl passu with the existing shares of (he Company as regard
future dividend and all other respects.”

(i1) “Further resolved that all the fracrional Bonus Shares shall be consolidated into whole shares and sold in the Stock
Market. The proceeds of sale of consnlidared fractional shares when realized shall be raid toa chartable instinition
approved under the Income Tax Ordinance, 2001 .7

(1i1) “Further resolved that Dircctors and Company Secretary individually be and arc hereby aurthotized and empowered

to give effect to these resolutions and o do or cause 10 be done all Acts, deeds and things rhat may be necessary or
required for the issue, allotmenr and distribution of bonus shares.”

OTHER BUSINESS:

0. Lo trunsact any other business which may be placed before the meeting with the permission ot the Chairman.

By ordegof the Bouard

| .ahore =

Clctober 10, 20009 Arshad Mahmood
(Company Secretary)
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Notes:

4. The share reanster books of the company will remain closed from October 23, 2009 to October 31, 2009 {hoth Jdavs
inclusive . ‘Lransfers received 1n order at 171-Ali Town, Thokar Niaz Baig, Raiwind Road, 1ahore at the close ot
usiness on 24 Ocrober 2009 will be treated in dme for cntitlement of bonus shares and to attend the Annual (eneral
Neoting,

b, A member entitled to attend and vote at this meeting may appoint another member as his/her proxy 1o attend  the
meetine and vote for his/her behalf. Proxies in arder to be effective must be received at the registered ottice of - the
company duly stamped and signed not less than 48 hours before the fme of holding the meenny.

c.  Memboers are reguested to promptly communicate change in their addresses, it any.

CDC Account Holders will further have to follow the guidelines as laid down in Circular 1 dated January 26, 2000
issued by Sccuritics and Exchange Commission of Pakistan for attending the meeting and appointment of proxies,

STATEMETNT 1i/5160(1)(b) OF THE COMPANIES ORDINANCE, 1984

This scaterment sets out the material facts pertaining to the special business to be transacted at the Annual General Mecting of
the Company to be held on Saturday, October 31, 2009,

ITEMNO.50FTHE AGENDA

The Board o Dircctors has recommended 20% bonus shares from the protits available for appropriatons as at Junce 3, 2009
by capitalization of wsumof Rs. 20,801 350)/- for the issuance of 2,080,135 fully paid bonus shares,

The directors of the Company have no interest directly or indirectly in the Special Business
" - exceptto the extent that they are members of the Company.
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Sazgar Engineering Works Limited

DIRECTORS' REPORT

The dircetors of your company are pleased to present the 18" Annual Report along with the audited accounts of
the Company for the year ended 30” June 2009:

BUSINESS OVERVIEW:

Untortunately the economic conditions of the country during the period under review were nor supportive for
the Automaobile industry, Political uncertainty, terrorism, inflation rate, load-s hedding and rate ot mark up were at
their peak. The sales of your Company was particularly affected by the discontnuation of “NBP President
Rozgar Scheme” due to change in Government, The buvers of Auto Rickshaws had been waiting tor the re-scart
of NBI tinancing scheme for half a year thereby Cash market of Auto Rickshaw could not established and sales
volume remained at the lowest level during this period. Under these circumstances it was imperatve for vour
Company to take such measures and decisions that help to survive and pass successfully through the difficuir time.
Your Company focused on the research and development and introduced a new model of Auto Rickshaw in the
beginning of calendar vear 2009, By the Grace of Almighty Allah, the results of launching of new model of
“Sazgar Minicab” are encouraging so far and sales volume is increasing yrradually,

(Rupees) (Rupees)
Protit hefore raxatdon 25,947 824 2008 830 307
Provision for raxation 11,717,844 3,475,107
Protit afrer taxation 14,229 980 133,335 200
L'n appropriated Profit brought forward 193,413,416 73392676
Protic available for appropriation 207,643 396 210,747 876
Appropriations:
Reserves for issuance of bonus shares (@ 2! Yo{200)8: 20%4) 20,801,35() 17,334,460

20,801,350 17,334,460)
Un appropriated profit carried forward 186,842,046 1‘)3,413,=4] 0

Sales Revenue:

The overall net sales revenue of the Company has decreased by 38.34 % from Rupees 1,544.7 1 5 millinn to Rupwees
952.54) million during the period under review. Segment wise: The net sales of Auto Rickshaws has dropped
trom Rupees 1,291.036 million to Rupees 580.561 miilion retlecting a decrease of 53.031% whercas the net sales
of auto parts has increased from Rupees 247,325 ta Rupees 366.355 showing a rise of 48,127, . T'he net sales of
home appliances has declined from Rupees 6.353 million to Rupees 5.623 million comparcd with the
corresponding pertod of last vear. The decline in sale of Auto Rickshaw was due to lower demiand on account of
non commencement of “NBP Rozgar Scheme” during the period under review: Whereas the reduction in sales
ot home appliances was due to shortage of stacks available for sale. The increase in sale of auto parts was due to
mote orders placed by the Tractor Assemblers on account of reduction in selling prices of wheel sims.

(Gross Profie:

The gross profit margin for the current period has declined substantially due to rise in input costs and  reduction
m sclling prices of Auto Rickshaw and wheel rims due to tough market competdan,
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The amount ot gross profit has dropped from Rupees 302.947 million to Rupees 103.819 muillion showing a

0/

decline of 63.73% and gross profit ratio from 19.61% to 10.90%b.
Operating Expenses:

The operating ¢xpenses are normal, Increase in Administrative expenses is due to rise In salary rate and inflation
tactor,

Earning Per Share:

The tarning per share of Rupees 1.37 for the current period is significantly lower compared with last
corresponding period of Rupees 13.01.

Produciion:

During the period, the Company produced 4,690 units of Auto Rickshaws compared with 9,696 units produced
during the corresponding petiod ot last years reflecting a 46.90 % utilization of production capacity.

Whereas the production of wheel rim was 90,530 compared with 82,161 during the same corresponding period
of last vear showing an increase of 10.19%.

PRODUCTION CAPACITY OF AUTO RICKSHAW:

The Company is making some modificatons and improvements in manufacturing facilides without incurring
cubstantial financial cost to increase the production capacity of Auto Rickshaw from 10,000 units per annuim o
13,500 units per annum for the financial year 2009-10.

BONUSSHARES:

‘Che Board of Directors has recommended 20% bonus shares (2008: 20%) 1.e. 20 otdinary shares for every 100
ordinary shares inits meeting held on October 05, 2009 subject to the approval of shareholders in the | 8" Annual
General Meeting. Thus a total of Rupees 20.801 mullion will be capitalised resulting in an increase of paid up share
capital to Rupees 124.808 million.

FUTURE OUTLOOK:

4-Stroke CING Motor Cab Auto Rickshaw:

The size of cash market of CNG Auto Rickshaws is growing day by day particularly in major cities of the country.
Morcover, the private money lenders who were shy for investment in CNG Auto Rickshaws have gained
confidence about the quality and useful life of this product and have started financing of CNG Auto Rickshaws.
This has created a huge size of market for the buyers who want to purchase Auto Rickshaw on instalments. By
the Grace of Almighty Allah the demand of “Sazgar Minicab™ 1s increasing day by day. 1t is hoped that the
Company will capture a major share of this market.

'I'he production of Company's new product (3-wheels loader) “Sazgar Tempo™ has started during last quarter of
period under review. Currently the demand of this product is slow but it will increase gradually and xoon it would
also contribute to the profitability of the Company.

Wheel Rims:

Duc to reduction in prices of wheel rims the tractor assemblers have increased the ordered quantities during the
period undet review. The size of order will further increase due to increase in demand of tractors. Hopetully the
Company would regain its sales volume in the year to come.
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Export:

F'or export, the Company has registered itself in Kenya with Registrar of Companies and taxation depattment
during the current period o find markets for Auto Rickshaw in Kenya as well as in its surrounding region. So for,
the Company has not made any investment in Kenya except expenditures for registration purposes. The
Lompany is looking for establishment of its office in Kenya and soon it will be operational.

COMPLIANCE WITH CODE OF CORPORATE GOVERNANCE;:

The directors of your company are pleased to state that your Company is in compliance with the provisions of
Code of Corporate Governance as are applicable for the current year. The various statements, as required by the
Codce, are miven below:

0 Presentation of Financial Statements The financial statements prepared by the management present fairly
the Company's state of affairs, the results of its operatons, cash flows and changes in equicy;

0  Booksof Account Proper books of account have been maintained;

0 Accounting Policies Appropriate accounting policies have been consistently applicd in preparation of
tinancial statements and accountng estimates arc based on reasonable and prudcentjudgement;

0 Compliance with International Accounting Standards (IAS) International Accounting Standards, as
apphicable in Pakistan, have heen followed in preparation of financial statements:

0 Internal Control System ‘The system of internal control is sound in design and has been cttectively
implemented and is being monitored conanuously. The review will continue in future for the improvement in
controls;

0 Going Concern Thereareno significant doubts upon the Company's ability to continuc as a going concern;

0 Best Practices of Corporate Governance There has been no materlal departure from the best practices of

Corporate governance, as detailed in the listing regulations wherever applicable to the Company for the year
cnded June 30, 2009,

1 Financial Data of Last Years Ky operating and financial data of last six years is annexed as per
annexure “A”

Dividend The Board has recommended bonus shares @ 20% for the period under review.
Qutstanding Statutory Dues The outstanding statutory dues are given in notes to the accounts.

Significant Plans and Decisions The Company is looking fot continuous diversification in automobile sector in
order to add more products into production line.

Board Meetings Dwring the year five (5) board meeangs were held. The attendance by cach director is given
below:

Name of Directors Number of meetings attended

Mr. Mian Asad Hameed

Mr. Mian Zafar Hameed

Mr. Saeed [gbal Khan

Mrs, Sarra Hameed

Mr. Ishtiaq Ahmad Raomi

Mr. Mian Muhammad Al Hameed

Mrs. Khadija Nilofer ishtiaq

Mr. Amjad Wazir

(Alternate director of Mian Muhammad Al Hameed)

(The Dircctor was on leave)

Faon O fpon W on o
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Leave of absence was granted to the Directors wha could not attend the Board Meetings.
Pattern of sharebolding The pattern of shareholding is annexed as per annexure “Bi.

Trading in Company's Shares by Directors, CEO, CFO, Company Secretary and their spouse and minot
children during the vear:

Purchase, sale of Shares and change in beneficial ownership:

Purchase /Gift Sale /Gift
Mian Asad Hameed 726,585  (bonus shares) 6,000
Mian Zatar Hameed 75,730  (inclnding bonus shares 25,330) -
Saeed Igbal Khan 71,334 (bonus shares) -
Mrs. Saira Hameed 106,286 {(bonus sharcs) -
Mian Muhammad Ali Hameed 210364  (bonusshares) 44,400
Ishtiaqg Ahmad Roomi 1,338 (bonus shares) .
Khadija Nilofer [shtiaq 12,100  {bonus shares) :
Arshad Mahmood 1,210  (bonus shares) -
Wajahat Ahmed INil 350
Amjad Warir (Alternate dircctor) 100 (bonus shares) -

AUDITORS:

The present auditors, M/S Kabani Saced Kamran Patel & Co, Chartered Accountants retire and being chgible
offer themselves for reappointment.

EMPLOYEES RELATIONS:

The management and employees relationship is very cordial and it is hoped that both will work with the same
spirit to achicve the desired goals of the Company.

ACKNOWLEDGEMENT:

We would like to place on record our appreciation for the untiring efforts, teamwork and dedication shown by the
Company's cmployces during the year under review.

We would also like to express our gratitude to our valued shareholders, customets, suppliers and financial
institutions for their co-operation, constant support and trust reposed 1n your Company that has enabled us to
achicve the desired targets.

For and on behalf of the Board
Lahore:

October 05, 2009 [L QLQ E
v Qasr

MIAN ASAD HAMEED
CHIEF EXECUTIVE
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SUMMARY OF LAST SIX YEARS’

FINANCIAL RESULTS

ANNEXURE-A

Description 2009 2008 2007 2006 2005 2004
Rupees
Profit and Loss Account:
Turner 932,339,933 1544715036 | 618,614,292 376919915 | 0468311 o1 T2 743
Crross Protit 103,819,131 | 302947580 | 119,682,153 | 78263121 5685233 4341593
Uperaring Profit / (] oes) A0,1007.931 | 220,117 335 | 87577286 F 56,630,246 WTAS6NS | 32,550,962
Praatit + “Losss) hefore taxation 25,947 824 | 208,830,307 | 82,286,103 | 51,320,555 207810 29,038 260
Protir - Loss) afeer taxadon 14,229,980 | 135,355,200 | 33,466,483 | 34024 537 2RATIAOE | 18,797 794
Bualance Sheer:
Paid v ~hare capital IROE NLATER ey 86,672 300 TRIYIONG T T 630000 BNEANTT T1LO30 000
Accunwlared Profir 7 f1.oss) 207 643,396 211,747 874 91,131,276 44 Ha47 7493 HERES255 B 52212
Flaed Capl FExpenditure 223939154 | 1 L6673 | 127 681,222 1M 1355 137 RULATH 23S = 80231
Chther lanjz lerm assets 816,457 771,457 771,487 723,525 "23R23 718025
Net cuttent assets / (liabilities) 134,489,810 132739785 | 76,063,321 | 32100 743 15088500 363] 467
Loongr ecrm hubnlines 47 585 264 47,758 740 34571724 | 23 R10) 512 LEARET Bt 14604015
Significant Ratios:
Caross profie ratio %y 10,94} 19, 41 19.35 211,76 I273% 20010]
Profie 7 loss)y before tax eago %4 253 13,52 1330 13.67 111.22 13.34
Iixed assers turnowver ratio %, 42336 T2TH 484,50} 355407 32502 F19 646
Price carnming rate times 1659 .44 11.61 [1.21 e .28
Retarn on capital employed % (Before tax) 1116 X1 42.87 0.7 3113 4564
Markel value per share (KSE) Rs, 23.25 109,87 71.65 4.0 2200 17495
lLiong terms Delit - Fquiey ratio 13:87 14 : 46 15: 87 161 = 84 22 7R i e
Current ratio 1.74: 1 1,30 1] 1.46 -1 il S | Ei e 1404 ]
Iarerest cover rano - omes 2.9 10,04 16.23 11,004 103700 L
Farmings per share Rs, 1.37 131 5.14 L e 47 349 1.81

Note: [larnings Per Share, consequently Price Earning ratio, has been adjusted to reflect the offect of bonus shares,
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FORM -34

ANNEXURE-B

THE COMPANIES ORDINANCE, 1984 (SECTION 236)
PATTERN OF SHAREHOLDING AS ON JUNE 30, 2009

Registration Number: 0025184

\..

MIAN

NIUMBER OF SHAREHOLDING TOTAL
SHAREHOLIDERS FROM TO SHARES HELD
108 1 : 100 GBS
146 101 . S00) 40,625
1H2 51 - 1,001) 135044
131 L. = S, 600) 208 642
26 5,001 = 10,000 176,900
14 10,001 : 15,000 10
& 15,0001 20,0040 33,2000
4 20,011 25,00) S, 501
(3 25,001 - 30,000 171,920
2 35,001 44,000 72,3000
B 40,001 - 45 000 209,116
3 45 001 - 50100 139,904
3 50,001 - 55,000 154,320
3 55,001 — i) (0 17900701
1 GULOHY - 65,000 61 440
2 70.001 - 735 000 146 O]
2 73,001 801000 157.700)
| T O] - 105,000} 102 00
| 105,001 o 110,00 JOR 17
1 125,001 1 A0 000K 1249 445
1 175,001 180,000 179, 1013
1 200,001 205,000 202,387
| 205,001 210 000 2047 830
1 275,001 e 280,0(%) 273,908
! 310,001 = 315.000) 314,420
1 425 001 - 430,000 4281015
1 G35,0001 - G4 ) (37,715
1 1,215,001 - 1,220,000 1.217, 754
1 4,350,001 - 4 355 00H) 4. 353 5153
5 P 10,40 G5
CATEGORIES OF NUMBER OF | PERCENTAGE OF
SHAREHOLDERS SHARES HELD| SHAREHOLDING
I Directors, Chief Executive Officer, Their Spouse And Minor Children 7,099,804 68.26 "
I Associated Companies, Undertakings & Related Partics -
IlI NWNIT and ICP .
I\ Banks, Development Financial Institutions, Non Banking 60) CREIED "o
Financial Institutions
YV Insurance Companies 2
V] Modarabas and Mutual Funds 156,440 N
V1l Shareholders Holding Ten Percent and above 3,571,302 R35T B
V1 General Public
a, [aoweal 3022583 200
b bPoreign & .
IX Others (to be specified)
- joint Stock Companics 121,792 EIE A

(o |

ASAD HAMEED

CHIEF EXECUTIVE
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ANNEXURE-B/1

PATTERN OF SHAREHOLDING

I ——.

CATEGORIES OF SHARESHOLDERS NIMBER OF NUMBER OF
SHARESHOLDERS | SHARES HELD
I Associated Companies Undertakings & Related Parties INil -
IT NIT/ICP Nil -
111 Directors, Chief Executive, Their Spouse And 9 7,099,864
Minor Children
i Mian Asad Hameed 1 4,353,513
i, Mian Zafar Hameed { 202,382
i, Mian Muhammad Ali Hameed 1 1,217 789
e Mr. Saeed Igbal Khan 1 428,005
v, Mr Ishtiaq Ahmed Roomi 1 8,028
vi. Mrs. Saira Hameed 1 637,718
vit: Mrs, Khadija Nilofer Ishtiag 1 72,600
vith. Mrs Naghmana Saced W/ Mr. Saeed Igbal Khan 1 179,103
ix. Mrs. Amberen Zafar Hameed W /o Mian Zafar Hameed i 720
IV Executives 1 7,260
A Public Sector Companies and Corporation Nil
VI Banks, Development Financial Institutions, Non Banking 6 156,500
Fimancial Institutions, Insurance Companies, Modarabas,
Mutual Funds
VI Shareholders Holding Ten Percent or More Yoting Interests 2 5,571,302
Lo Mian Asad Hameed 1 4,353,513
1. Mian Muhammad Ali Hameed 1 1217789

Nl !

MIAN ASAD HAMEED

CHIEF EXLECUTIVE

1]

2009
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Sazgar Enginecring Works Limited

STATEMENT OF COMPLIANCE WITH THE CODE OF

CORPORATE GOVERNANCE
FOR THE YEAR ENDED JUNE 30, 2009

This statement is being presented to comply with the Code of Corporate Governance contained in rhe Listing
Regulations of Karachi, Lahore and Tslamabad Stock Fxchange for the purpose of establishing a framework of good
governance, whereby alisted company s managed in compliance with the best practices of corporate governance.

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

£

£y

10,

gt

The company encourages representation of independent non-executive directors on Its Board of Direcrors. At
present the Board inchudes four (4) nen-executive directors.

'he Dircctors have confirmed thar none of them is serving as a director in motc than ten lisced comparues,
including this company.

All the resident directors of the company are registered as tax payers and none of them has detaulted 1n
pavment of any loan to a banking company, a DFI or an NBFT or, being a member of a stock exchange, has
Leen declared as a defaulter by that seock exchange.

N casual vacancey was occurred in the Board during the current year.

I'he company has prepared a 'Statement of Ethics and Business Practices', which has been signed by all the
dircctors and emplovees of the Company.

T'he Board has developed a vision and mission statement, overall corporate strategy and significant policies of
the company. A complete record of partculars of sigmticant policies along with the dates on which they arc
approved or amended has been maintajned.

At the powers of the Board have been duly exercised and decisions on material transactions have been taken by
the Board.

The meetings of the Board were presided over by the Chairperson. I'he Board met at least once 1 ¢very
quarrer, Written notices of the Board meetngs, along with agenda and working papers, were circulared at least
suven davs before the meedngs, The minutes of the meetings were appropriately recorded and circuluted.

The Board arranged inhouse orientation course for its directors during the year to apprise of their duries and
responsiihtes.

The change in office of Chief Iinancial Officer of the Company was duly approved by the Board during the
pericod undet review

The Directors' report has been prepared in compliance with the requirements of the Code and fullv descrnbes
the salient marrers required to be disclosed,

‘The financial statements of the company were duly endorsed by CEO and CFO betore approval of the Board.
W hile in absence of CFO the financial statements wete endorsed by the Chict Accountant.

The directors, C1i0 and executives do not hold any interest in the shares of the company other than that
disctosed inthe pattern of shareholding,

The related parties transactions have heen placed before the Audit Commuittee for review and approved by the
Board of Durectors.

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

The Board has formed 4 Board Audit Committee. Presently, it comprises 3 members including Chatrman, ot
whom all are non-cxecutive directors.

The mectings of the audit committee were held at least once every quarter prior to approval of interim and tinal
resules of the company and as required by the code. The terms of reference of the committce have been
formed and advised to the commitree for complhance.

The Company has an effective internal audit funceion.
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1. The statutory auditors of the company have confirmed that they have been given a satisfactory rating under the
quality control review program of the Insttute of Chartered Accountants of Pakistan, that thev or any of the
partners ot the firm, their spouses and minar children do not hold shares of the Companv and that the firm and all
ts partners are in compliance with [neernational Federation of Accountants (IFAC) guidelines on code of ethics as
adopted by Institute of Chartered Accountants of Pakistan.

20 The staturory auditors or the persons associated with them have not been appointed tn prowide other services
except in accordance with the listing regulations and the auditors have confirmed chat thov have observed IFAC
guidelines in rhis regard.

21, We confirm thar all material principles contained in the Code have been complied wath.

['orand on hehalf of the Board

| .ahesres: [L\ Q !‘Q .

Ocrober 05, 2009 MIAN ASAD HAMEED
CHIEF EXECUTIVE

REVIEW REPORT TO THE MEMBERS ON STATEMENT OF
COMPLIANCE WITH THE BEST PRACTICES OF THE CODE
OF CORPORATE GOVERNANCE.

We have reviewed the statement of compliance with the best practices contained in the code of Corporate CGovernance

2 P -0ty _ ;
prepared by the Board of Directors of Sazgar Engineering Works Limited to comply with the T.ise ing Regulation of the
karachi, [.ahore and Tslamabad Stock Fxchanges whete the Company is lised,

The responstbility for the compliance with the Code of Corporate Governance is that of the Board of Dircctors
of the Company. Our responsibility is to review, to the extent where such compliance can be objecrively verified
whether the Srarement of Compliance reflects the status of the (ompany’s compliance with the provision of
the Code of Corporare Governance and report 1f it does not. A review is limited primartly to inguires of the
Compam’s personal and review of various documents prepared by the Company to comply with the code.

As part of our audir of financial statements, we are required to obtain an understanding of the accounting and
mrernal control system sufficient to plan the audit and develop an effective audit approach. We are not requircd
to consider whether the Boards starement on internal control covers all risks and conirols, or o form an
opinion on the effectiveness of such internal controls, the Company’s corporate governance procedures and risks,

Further, Sub Regulation (xiila) of listing regulagons 35 notified by The Karachi Stock Fxchange (Gurantee)
Littuted vide circular KSE/N-269 dated January 19, 2009 requires the Company to place before the board of
dirccrors for their consideration and approval related party transactions distinguishing borween trunsactions
carricd out on terms equivalent to those that prevail in arm’s length transactions and transactions which are not
executed at arm’s length price recording proper justification for using such alternare pricing mechanism,
Further, all such transactions are also required to be separatcly placed before the audit commirree. \We are only
required and have ensured compliance of requirement to the extent of approval of related party transactions by
the buard of directors and placement of such transactions before the audit committee. We huve not carried out
any procedures to determine whether the related party transacuons were undertaken at arm’s lengih price or not

Based on vur review, nothing has come to our attenton, which cause us to believe that the Statement of Compliance
docs not apptopriately reflect the Company's compliance, in all material respects, with the best pracrices contained in
the Code of Corporate Governance.

October 5, 2009 Kabani Saeed Kamran Patel & Co
Lahore Chartered Accountants
Mubammad Yousaf
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Sazgar Engineering Works Limited

AUDITORS’ REPORT TO THE MEMBERS

\We have audited the annexed balance sheet of Sazgar Engineering Works Limited as at June 39,
2009 and the related profit and loss account, cash flow statement and statement of changes in equity,
together with the notes forming part thereof, for the year then ended and we state that we havc obtained
all the information and explanations which, to the best ot our knowledge and belief, were necessary for
the purposcs of ouraudit.

It is the responsibihity of the Company’s Management to establish and maintain a system of internal
control, and prepare and present the above said statements in conformity with the approved accountng
standards and the requirements of the Companies Ordinance, 1984, Our responsibility 18 to express an
opinion on these statements based on our audit.

We conducted our audit in accordance with the International Standards on Auditing as applicable in
Pakistan. These standards require that we plan and perform the audit to obtain reasonable assurance
Abour whether the above said statements are free of any material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the above sad
ceatements. An audit also includes assessing the accounting policies and significant estimates made by
management, as well as, evaluating the overall presentation of the above said statements. We believe
that our audit provides a reasonable basis for our opinion and, after due verification, we report that

(4) in our opinion, propet books of accounts have been kept by the Company as required by the
Companics Ordinance, 1984;

(b} (n our epinion:

(1) the balance sheet and profit and loss account together with the notes thereon have been
drawn up in conformity with the Companics Ordinance, 1984 and are in agrecment
with the books of accounts and are further in accordance with accounting policics
consistently applied ;

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

(111) the business conducted, investments made and the expenditure incurred during the
vear were in accordance with the objects of the Company.

(c) in our opinion and to the best of ourinformation and according to the explanations given to us,
the balance sheet, profit and loss account, cash flow statement and the statement of changesin
equity tovether with the notes forming part thereof conform with approved Accounting
Standards as applicable in Pakistan, and, give the information requited by the Companies
Ordinance, 1984 in the manner so requited and respectively give a true and fair view of the state
of the Company’s affairs as at June 30, 2009 and of the profit, its cash flows and changes in
equity for the year then ended; and

(d) in our opinion no Zakat was deductible at source under the Zakat and Ushr Ordinance, 19380.
(XVI1l ot 1980).

Qctober 5, 2009 Kabani Saced Kamran Patel & Co.
Lahore Chartered Accountants

Muhammad Yousaf
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Sazgar Engineering Works Limited

BALANCE SHEET AS

2009 2008
Note Rupees Rupees

CAPITAL AND LIABILITIES
SHARE CAPITAL AND RESERVES
Aurthorized share capital

MLNO0HH (June 20{)8: 50,000,000) ordinary

sharces of Rupees 10 each ﬂﬂ,ﬂ(}[ﬁ_u_}u 5(]'0,”““,0[1&
[ssued, subseribed and patd-up share capital 5 104 (106,760 86,672,300
Revenue reserve-Un-appropriated Profit 207,643,396 210,747 876

311,650.136 297 420.176
NON CURRENT LIABILITIES
Long term financing 6 4,200,000 6,600, 000)
Liabilitics agrainst assets
subject to finance lease 7 2,912.070 10,098,212
Deferrced 1iabilities 8 40,483,194 31,060,557
CURRENT LIABILITIES
Trade and other payables Q 202,749 B(6 190,175,956
Mark-up accrued on
lvans and other pavables 10 1,123,167 1,297 835
Short term borrowings 11 21,595,128 (3,540 229
Current portion of long term liabilides 12 9.572935 12,0067 919
Provision for raxation 13 12,459 999 | 68,573,796
247 501 035 335,664,735

CONTINGENCIES AND COMMITMENTS 14 #
TOTAL EQUITY AND LIABILITIES _6U6,746,455 _680,843,680
[L\l Q !-Qﬂ"""“ g
MIAN ASAD HAMEED

CHIEF EXECUTIVE
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Sazgar Engineering Works Limited

AT JUNE 30, 2009
2009 2008
Note Rupees Rupees
ASSETS
NON CURRENT ASSETS
Fixed Assets
Property, Plant and Lguipment 15 222,833,683 209 945,302
[ntangible Assers 16 1,105,471 1,724,401
LONG TERM DEPOSITS 17 816,457 771,457
CURRENT ASSETS
Stores, spares and loose tools 18 5,438,528 3668373
Stock in trade 19 194 767,287 193,317,850
'Trade debrs 20 06,341,775 202,015,093
Loans & Advances 21 10,845,620 8,459,685
Trade Deposits and short term prepayments 22 =S SRS 25,493 956
Other reccivables Z3 21,532,093 23,498,658
Cash and bank balances 24 19,832,563 11,930,905
381,590,544 468,404 520
TOTAL ASSETS 606,746,455 680,843,680

The annexed notes 1 to 43 form an integral part of these financial statements.,

SAEED IQBAL KHAN

DIRECTOR
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Sazgar Engineering Works Limited

PROFIT AND 1.OSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2009

2009 2008

Note Rupees Rupeces
SALES - Ner 25 B LY O B 1,544,715,036
(COST OF SALES 26 848,720,802 1.241,767.456
GROSS PROFIT 103,819,131 302,947 580
Dhsrnbution cost i 25,390,880 33,923,345
Adminisirative expenses 28 350201533 33,394,525
Other operating expenses 29 32000 55 15,512,015
63,711,200 82,83 225
40,107 931 220,117,355
OTHER OPERATING INCOMI: 3) 1,178,194 209,852
41,286,130 220,387 207
FINANCE COST 31 15,338,306 11,236,900
PROFIT BEFORE TAXATION 25.947 824 208,830 307
TAXATION 32 11,717,844 S3475 17
PROFIT AFTER TAXATION 14,225 98() 135,353,200

EARNINGS PER SHARE - BASIC AND DILUTED 33 1.37 1301

The annexed notes 1 to 45 form an integral part of these financial statements.

N o !

MIAN ASAD HAMEED SAEED IQBAL KHAN

DIRECTOR

CHIEF EXECUTIVE
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Sazgar Enginecring Works Limited

CASH FLOW STATEMENT

FOR THE YEAR ENDED JUNE 30, 2009

2009 2008
Note Rupees Rupces

CASH FLOW FROM OPERATING ACTIVITIES
Cash generated from operatons 34 183,883,840 G, Do
Financial chargres paid {15,512,973) (11,6595 982
Income tax paid/deducred at source (63,7848,196) (19,010,992
Employees retirenwent benetit - Gratury (2,907 840} EEXIEH)
WIRPE vl (11,222,632) (4.414,970)
Net cash gencrated from operating activities 90,452,194 31,800,531
CASH FLOW FROM INVESTING ACTIVITIES
Properry, Plant and Equipment (29,082,843) (06,58535,028)
(Increase)/decreasc in long term security deposits (45,001} -
Proceeds from sale of fixed assets 502,529 TR0
Sccurity deposits with leasing companies - (4 3 825
Net cash vsed in investing activities (28,335,314) (101,182,753
CASH FLOW FROM FINANCING ACTIVITIES
Proceeds from [/ (repayment of} long term financing (2,400,000) £2 A0 000
Proceeds of short erm borrowings 04,810,436 143870113
Repayment of short term borrowings (104,752,553) (108,548,309;
Repayment of {inance lease {9,681,120) (11,015,244,
Proceeds from finance leasc ' 22,501,500
Dividend Paid {7 874,300
Net cash generated/(used in) from financing activities (27 023,243) 36,9587 760
NET INCREASE/(DECREASE) IN CASH

AND CASH EQUIVALENTS 34,893,641 (31,304 463)
CASH AND CASH EQUIVALENTS

AT THE BEGINNING OF THE PERIOD (15,061,078) 16,243 385
CASH AND CASH EQUIVALENTS

AT THE END OF THE PERIOD 15 19,832,563 (15,001,078)

The annexed notes 1 to 45 form an integral part of thesc financial statements.

Nt |

MIAN ASAD HAMEED
CHIEF EXECUTIVE

SAEED IQBAL KHAN
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Sazgar Engineering Works Limited

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2009

Share Accumulated Total

Capital Profit

Rupees Rupees Rupees
Balance as at June 30, 2007 78,793 000 U1,151,276 169,944 276
Issuance of bonus shares 1879300 (7,879,300
IFtnal cash dividend for the yeat ended
Jung 3, 2inp7 (et Re. 1/- per share) = (7879, 3 7 BTG AN
Profit for the vear ended June 30, 2008 - 135,355,200 133,355 200
Balance as at June 30, 2008 86,672 300 210,747 87n 207420176
Issuance of bonus shares 17,334,460 (17,334 4600 -
Profir for the year ended June 30, 2009 : 14, 229 ORI} 14,229 080
Balance as at June 38, 2009 104,006,760 _ 207,043,390 311,650,156

The annexed notes 1 to 45 form an integral part of these financial statements.

N o |

MIAN ASAD HAMEED SAEED IQBAL KHAN
CHIEF EXECUTIVE DIRECTOR
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Sazgar Engineering Works Limited

NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED JUNE 30, 2009

LEGAL STATUS AND OPERATIONS

The Compuny was incorporated in Pakistan on September 21, 1991 as a Private Limited Company under the
Companies Ordinance, 1984 and converted into a Public Limited Company on Nevember 21,1994, The Company
is listed on all the Stock Exchanges of Pakistan, The Company 1s engaged i the manufacture and sale of
automobiles, automotive patts and houschold electric appliances. The registered office of the Company is situuted
at 171 Al Town, Thokar Niaz Baig, Rarwind Road, Lahore.

STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with approved accounnng standards as applicable in
Pakistan. \pproved accounting standards comprise of such International Financial Reporanyr Standards {11 RS}

P £ P i :
msucd by the International Accounting Standards Board as are notified under the Companies Ordinance, tOH4,
provisions of and directives 1ssued under the Companies Ordinance, 1984. In case requirements Airfer, ihe
provisions or dircetives of the Companies Otdinance, | V&4 shall prevail.

2.1- New accounting standards, IFRIC interpretations and amendments to the published approved
accounting standards thar are effective in current year

The following standards, interpretations and amendments have been published rhat are
mandatoryand relevantfor the Company’s accounting period beginningon July 1,2008:

I1'RS 7- “Financial Instruments: Disclosures”- The Securitics & Exchange Commission of
Pakistan (SECP) vide SRO 411(1)/2008 dated April 28, 2008 notified the adoption of IFRS 7
which is mandatory for the Company’s accounting periods beginning on or after the date ot
qotification i.c. April 28, 2008. Adoption of TFRS 7 has anly impacted the format and extent of
disclnsures presented in the financial statements.

Orther new standards, interpretations and amendments to existing standars that are mandarory
for accounting periods beginning on or after July 1, 20038 which are not considered relevant nor
haveany significanteffecton Company’soperationsarc not detailed inthese finaneal statements.

2.2- New accounting standards, IFRIC interpretations and amendments to the published approved
accounting standatds that are not yet effective

T'he following revised standardsand interprerations with respect ro approved accounting standards
as applicable in Pakistan would be effective from the dares mentioned below against the respective

wranidard or inrerprutatimn.

Effective tor period

IFRS | TFirst time adoption of TFRS (Revised) July 011, D9
IFRS 2 Share based pavment (Amendments) Jan (41, 04
[FRS 3 Business combinations (Revised) July 01, 09
IFRS 4 Insurance contracts {Amendments) fan 01, 19
IFRS 5 Non current assets held for sale and discontinued operations (Amendments) Jan 011,409
I'RS 7 Financial instruments: Disclosure {Amendments) Jan U7, 09
IFRS 8  Operating scgments JandH g
IAS 1 Presentation of financial statements {(Revised) Jan 01, 09
IAS 7 Sratement of cash flows {Ameadments) Jarn 1, 1K)
iAS 12 Income taxes (Amendments) |EGRIINT
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Sazgar Engineering Works Limited

IAS 6
TAS IR
FAT R
LAl 220

IAS 2
S 21
[AS 9F
lAS 28
lAS 3]
A5 32
Lkx: A8
IAN 34
1AS  3n
[AS 38
AN 39
IAS -l
IAS 41
ITRIC

ITFRIC 2

IT'RIC 4

[FRECI2
IT'RIC. 14
IFRIC 15
IR IC 16
[ERECG =

The above standards, amendments and nterpretations are either not relevant to the €
expected to have significant impact on the Company’s financial

NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED JUNE 30, 2009

Property, plant and cquipment (A mendments)

Revenue (Amendments)

Employee benefits (Amendments)

Cinvermment grants and disclosure of govermment assistance {Amendments)
The effects of changes in foreign exchange rates (Amendments)
Borrowing costs (Revised)

Consolidated and separate financial statement {Amendments)
[nvestment in associates (Amendments)

Interests i3 joint venture {Amendments)

Financial instrumenes: presentation (Amendments)

Farnings per shares (Amendments)

Intetim financial reporting (Amendments)

Impairment of assets (Amendments)

Intangible assets (Amendments)

I'inancial instruments: Recognition and measurement [Amendments)
Investment property (Amendments)

Agriculture (Amendments)

Change in existing decommissioning, restoration and similar liabilities (Amendments?

Member’s share in caorporate entities and similar labilitics (Amendments)
Determining whether an arrangement conrains 2 lease

services Concession Arrangements

T'he limic on a defind benetit asser, minimum funding requirements and
their interaction (Amendments)

Agreements for the construction of real estate

Hedyes of a ner investment in a forcign opration

Distributions of non-cash assets to owners

3- SIGNIFICANT ACCOUNTING POLICIES

3.1- Basis of preparation

Jan 001, 09
Jan {1, 09
Jan 01,09
Jan 01, 09
Jan 01,09
fan 01,09

July 01,09

Jan 01, ()9
Jan {41, 09
Jan 01, 09
Jan 01, 09
Jan 017, {9
fan 01, (39
__I:m L, 09
Jann G1, (40
Jan (41, 09
Jan 1, (9
Jan 01, 09
Jan 01, (9
July 01, 10
-1];1n 07, 1)

Jan 61, 19
Jan 1, N9
Cler 11, OF
July 011, 09

OMPANY'S OPUTAOONS Or are Aot
statement except for increased disclosures in certain cases.

These financtal statements have been prepared on the histotical cost basis except for the recognition of

employees redrement benefits at present value.

3.2 - Employee benefits

Defined benefit plan

The Company operates an unfunded graniity scheme for all its permanent emplovees. The provision is

made on the basis of actuanial valuation by using the projected unit credit merhed.

In caleulating the Company’s obligation in respectof aplan, ro the extent that any cumulative unrecognized
actuarial gain or loss exceeds ten percent of the present value of the defined bendit obligation, it is

recognized in the income statement over the expected average remaining working lives o

paracipating in the plan, Otherwise, the actuarial gain orloss is not recognized.

t the cmplovecs

2009
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Sazgar Engineering Works Limited

3.3-

3.4-

3.5-

3.6-

NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED JUNE 30, 2009

Property, Plant and Equipment

Operating fixed assets except land and capital work in progress are stated at cost less accunulared
depreciation. Tand and capital work 1n progress are stated at cost. Cost in relation to self manuractured
rsects includes difect cost of materials, labour and applicable manufacturing overheads. Cost ot tangible
tived assets consists of historical cost, borrowing cost pertaining to the construction/erecton period o el
directly attributable cost of bringing the assets to working condition.

IDepreciation onall property, plantand equipment except freehold land is charged by applying the reducting
halance method whereby the cost of anassetis written off overits estimated useful life. Depreciation on
additions is chatged from the month the asset is available for use while no depreciation is charged in the

nionth in which the assetis disposed off.

The assers” residual vatues and useful lives are reviewed at cach financial year end, and adjusted 1t impact on
depreciaton is significant.

Nosrmal maintenance and repairs are charged to income as and when incurred. Major renewals and

replicements are capitalized.

Profiror loss on disposal of operating fixed assets 1s included in the currentincome.
g

Impairment of fixed assets

The company asscsses at each balance sheet date whether there is any indication that a fixed usser may
be impaired. T such indication exists, the carrying amounts of such assets are reviewed o ASSCSS
whether they are recorded in cxcess of their recoverable amount. Where carrying valuv csceeds
recoverable amount, assets are written down to the recoverable amount.

Intangible Assets

The Intangible Asscts are stated at cost less accumulated amortization and identified impairment
loss, if any. The cost of intangible assets is amortized over a pericd of five (5] years using the straight

line method.

Amortization on additions to the intangible assets is charged from the month in which an assc is
capitalized and / or is available for use, while no amortization is charged for the month in which the
assct is disposed of f. The amortization expense is chatged to the current year income.

International Accoundng Standard (IAS) 38 “Intangible Assets” requires review of anmortizaunn
period and the amortization method at least at each financial vear end. Accordingly the management
tssesses ar each halance sheet date the assets’ residual values and wseful lives in addition o
considering any indication of impairment, and adjustments are made if impact on amoruzation 1s

syrnificant,

Assets subject to finance lease

Assers under finance lease ate stated at lower of present value of minimum lease payments under the
lease agreements and the fair value of assets at the inception of the lease. The aggregate wnount of
ohligation relating to these assets are accounted for at net present value of liabilities. [Deprecianon on
these asscts is charged in line with normal depreciation policy adopted for assets owned by the Company.
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Sazgar Engineering Works Limited

NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED JUNE 30, 2009

3.7= Taxation

Current

The charge for current taxation is based on taxable income ar current rates of taxatinn after taking into
account tax credits and rebates available, if any.

Deferred

Deferred taxis accounted for using the balance sheet Liability method in respect of temporary differences
arising from differences between the carrving amount of assets and Liabilides in the financial statements

and the corresponding tax basis used in the computation of taxable income. Deforred rax is caleulated by
using the 1ax rates enacted at the balance sheet date,

Adeferred tax assetis recognized only to the extent that it is probable that future taxable protucwill be
available and the credits can be utilized. Deferred tax assets ate reduced to the extent thar it is ne longer
probable that the related tax benefit will be realized.

3.8- Store, spares and loose tools

These are valued at mMOovIng average cost except items in transit which are valued ar cost com [PrIsinge myvoice
value and uther charges paid thereon.

3.9- Stockin trade

Stock in teade is valued at the lower of weighted average cost and net realizable value, ‘1 he AVeraue Ccosin
relation 1o work in process and finished goods represents direct costs of raw materials, lubour and
appropriate portion of overheads. Net realizable valuc signifies the estimated selling price in the ordin Ary
coursc of husiness less costs necessarily 1o be incurred in order to make the sale.

3.10-  Foreign currency conversion

Transactions in foreign currencies are recorded in Pak rupees at the exchange rate prevailing on the dace
of transaction. Monetary assets and liabilides in foreign currencies are reported in Pak rupees ar the rates

of exchange approximating those prevalent at the balance sheet dare. All exchange differences are
charged to Profitand Loss Account.

3.11-  Revenuerecognition

Revenue from sales is recognised on dispatch of goods ta customers, Goods are considered dispatched
when risk and rewards are transferred to customers.

3.12- Borrowing Costs

All borrowing costs are capitalized up to the date of commissioning of the respective asser acquired out

of the proceeds of such borrowing. All other borrowing costs are charged to income.

3.13-  Segment reporting

A reportable segment is identified where it becomes a distinguishable companent that is cngaged in
providing an individual product or service ora group of related products or services within a particulur
cconomic environment and that is subject to risks and returns that are different from those of other
segments. BExpenses which cannot be directly allocated activity-wise, are apportioned on appropriate
basis.
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Sazgar Engineering Works Limited

3.14 -

3.15-

3.16-

3.17-

3.18-

3.19 -

NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED JUNE 30, 2009

Cash and cash equivalents

t'or the purpose of cash flow statement, cash and cash equivalent consists of cash in hand, balances with

Lanks and short term running finance facilites,

Tradc and accrued liabilities

Liubilities for trade and other amounts payable are carried at cost which is the fair value of the
consideration to be paid in the future for the goods and services received, whether billed or not to the

f:nmp:mj;:
Provisions

Provisions are recognized when the Company has a present legal oz constructive obligation as result of
past cvents and it is probable that an outflow of resources embodying economic benefits will be required

to serrle the obliganon and a reliable estitnate of the amount can be made.

Provisions are reviewed at each balance sheet date and adjusted to reflect the current best estimate. It itis
no longer probable that an outflow of reseurces embodying cconomic benetics will be required to serrle

the nblipaton, the provisions are reversed.
Financial instruments

All rhe financial assets and financial liabilitics are recognized at the time when the company becomes a
party to the contractual provisions of the instrument. Any gain or loss on derecognition of the financial

assers and financial liabilities is taken to profit and loss account currently.

Research and Development

Fxpenditure on rescarch activities, undertaken with the prospect of gaining new technical knowledjze and
understanding, is recognized in the income statement as an expense as incuered,

Fxpenditure on development activities, whereby research findings are applied to a plan or design for the
nroduction of new or substantially imptoved products and processes, is capitalized it the product or
process is technically and enmmercially feasible and the company has sufficient resources ro complete
development. The expenditure capitalized includes the cost of materials, direct labor, an appropnate
proportion of overheads and other directly autributable expenditure. Other development expenditure is
recognized in the income statement as an expense as incurred.

Lispenditure on development activitics, capitalized during the year, are classified under “Intangible
Assets .

Offsetting of financial assets and financial liabilities

A Nnancial asset and a financial liability is offset and the net amount is reported in the balance sheer it the

COMPany has legally enforceable right to set off the recognized amount and intend either to settle nna net

hasis or to realize the asset and settle the habilicy simultaneously.
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Sazgar Engineering Works Limited

NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED JUNE 30, 2009

3.20 - Related party transaction

All eransactdons with related parties are at arm’s length prices determined in accordance with the pricing
method as approved by the Board of Directors.

3.21 - Dividends

Dividend distribution to the sharcholders is recognised as a liability in the period in which it is approved.

3.22 -  Warranty Expenses

Warraney expenses are recorded as and when valid claims are recevide from customers,

4 - CRITICALACCOUNTINGESTIMATES AN DJUDGMENTS

The preparaton of financial statements in conformity with approved accounting standards. These standards
require the use of certain critical accounting estimates. [t also requires management to exercise its judgement in the
process of applying the Company’s accounting policics. The areas involving a highcr degree of judgement or
cutnplexity, or areas where assumptions and estimates are sipruticant ro the financial statements are as follows:

a)  Usetullife of depreciable and amottizable assets.
41 Seaff retirernent benefits.

¢ Deterred taxation.

dj  Provisions and contingencies.

¢} >tocks i trade,

istimares and judgments arc continually evaluated and are based on historic experience and other tactors meluding
cxpectanon of future events thatare belived to be reasonable under the circumstances,

5- ISSUED, SUBSCRIBED AND PAID UP SHARE CAPITAL

2009 2008 2009 2008
Number Number Note Rupees Rupees

Ordinary shares of Rupees 10
7,163,000 7,163,000  each tully paid vp in cash 71,630,000 71,630,000

Ordinary shates of Rupees 10 |
3,237,676 1,504,230 each allotted as bonus shares 5.1 32,376,760 15,042,300

100,400,676 8 667,230 104,006,760 86.672.300)

5.1 These shares include 1,733,446 bonus share of Rs. 10 each (2008: bonus shares 787931 of Rs. 10 each) issued
by the Company during the current year.
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NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED JUNE 30, 2009

N 2009 20038
G- LONG TERM FINANCING ote Rupees Rupees
Secured
Demand Finance tacility 0.1 6,600,000 G000 00
[ css: Current porton shown under current liabihtes 12 2400000 2. 400,000
4,200,(x)) 6,601 {00

6.1- Thc Company has obtained aloan from Habib Bank Limited of Rs.12 million. This facility is secured against
1<t pari passu charge over the fixed asset of the Company (land, building and machinery}, to the extenr of
Rs. 190 million. 1t carries mark-up at the rate of three months average ask side KIBOR+ 3 % Floor 13%
(June 30, 2008: three months average ask side KIBOR + 3 % Floor 11%) per annum, payable on quarterly
basis, This finance is repayable in 20 equal quarterly installmenes of Rs. 0.6 Million each, which commenced

from Junce 2007,

7 - LIABILITIES AGAINST ASSETS SUBJECT
TO FINANCE LEASE

Present vatue of minimum lease pavments 10,085,005 19,766,131
Less: Current pordon shown under current habiliaes 12 (7,172,935; (9,667,91%]
2912,070 10,098,212

The amounts of future payments and the periods in which these payments will become due are as under:

e not later than one year:

Minimum lease payments 8,079 050} 11,724 (011
Financial charges 900,115 2,006,082
Present value 7,172,935 9.667.919
Duc later than one vear and not later than five years:

Minimum lease payments 3,011,980 12 505152
Financial charges 99.91{) 1,004 920
Present value 2912070 10,005,212

101,085,0005 19,766,131

The minimum lease pavments have been discounted using the effective interest rates impliciein leases rang iy from
10.50%0 16 18.32'% per annum to arrive at the present value. Rentals are payable in monthly installments. Repairsand
maintenance costs are to be borne by the lessce. The liability is secured by deposit of Rupees 4.65 million, leased
asscts and personal guarantees of some directors of the Company. The Company intends to exercise its option o

putchase the leased assets at the termination of lease period.

8- DEFERRED LIABILITIES

Fmployee benctits 8.1 16,353,042 12,304,593
Deterred tavaton 8.2 24 129 352 18,732,964
40,483,194 310605357
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Sazgar Engineering Works Limited

8.1-

NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED JUNE 30, 2009

Employee benefits

Net liability recognized in the balance sheet

Present value of defined benefit obligations
Unrecognized actuarial losses

Movement in the net liability recognized
in the balance sheet

INethability as at 1s¢ July

|'xpense recognized in the income statement
Amaount allocated o capiral work in PrOETess
Liabilitv discharged during che year

Expense recognized in the income statement
CUrrent setvice cost

Interest cost
Acturial loss recognised

Amount allocated to capital wok in progress

The expense is recognized in the following line items in the inceme statement under the head salar

benefirs.

(_ost of sales
Administrative expenses
Diastribugon Cost

Principal actuarial assumptions

2009

Rupees

19,049,337
(2,695,695)

2008

Rupees

13,827,364
{1,522,771)

12.3114,593

16,353,642

12,304,593
6,956 88

2,907 840)

7912840
G B e
133,581

(379,030

16,355,642

123004 393

5,291 087
1,651,118
14,684

1,249 163
Y 539
20,1130

6,956,880

3,170,803

6,956,889

5,115,689
1,430,600
410.6iH)

ceowigres and other

3,771,846
801,964
443,412

6,956,889

5,017,222

The company has carried vur actiarial valuation as at June 30, 2009 under the ‘Projected Unit Credic Method®. The

main assumptions used for actuarial valuadon are as follows:

Discount rate

lixpected rate of future salary increase

Average expected remaining working life
time of employees

12“;)’1& p.::l.
11 p.a.

1{} vears

1247 p.d.
11%a poa.

10 vears
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Sazgar Engineering Works Limited

NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED JUNE 30, 2009

2009 2008
8.2-  Deferred taxation Note Rupees Rupcees
The lability for deferred taxation comptises of
temporary differences relating ro:
Aceclerated depreciation for tax putposes 27 639,538 25648513
| iahilitics under finance lease thatare deducted tor
tax purposcs only when paid (3,509,985) (6,892,549)
24,129,552 _18,735904
9. TRADE AND OTHER PAYABLES
Creditors 179,195 643 157,765,039
Advances troum customers 3,238,385 1,244 621
Accrued expenses and others 11,514,548 12,938 836
Sales tax pavable 4 513 438 1,807 615
Special excise duty payable 485,634 Had AT
Income tax deducted atsource 1,347 370 BGE,323
Pavable towards:
Workers' Proti Participation Fund 91 1,470,565 Bl ning
Workers  Welfare Fund g2 084,223 3,939 383
202,749 8006 19,175,956
9.1 Workers' Profits participaton Fund
Balance at b{_‘giﬂﬂjﬂg ] 11222’{332 4?41 :}11272
Add: Charged during the vear 20 1,470,565 11,222 632
12,693,197 15,637,904
| ess: payment made during the year (11,222 632 (4415272
1,470,565 11,222,632
9.2 Workers Welfare Fund
Balance at Beginning 3,939,383 1,326,018
Add: Charge dutlng the year 29 529 547 30939 343
_ 4,468,930 5,266 001
less: Payment made during the year (3,484,707) (1,326,018)
_ 984,223 _ amBUAGs
10- MARK-UPACCRUED
ON LOANS AND OTHER PAYABLES
| .ong term financing 278,501 ;
Short term borrowing- secured 731,408 1062512
| iabilities against assets subject to finance lease 113,198 235,323
1,123,167 1,297,835
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Sazgar Engineering Works Limited

11-

11.1.

11.2-

11.3-

11.4 -

NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED JUNE 30, 2009

2009 2008

SHORT TERM BORROWINGS o Rupees Rumees
Secured

Running finance under mark-up arrangements

Allted Bank Timited 11.1 - 16,391,358
Habtb Bank Timiced 11.2 - 10,621,625
Finance against trust receipts

Allicd Bank Limited K3 16,671,652 16,417,776
Habib Bank Limited 11.4 4,923,476 19,904,128
Un- Secured

Pavable against purchase of fixed asset 11.5 5 T

21,593,128 (3,549,229

Toral amount of finance available under this facility is Rs. 45.00 million (June 30, 2008: Rs. 45.00 million). The mark-
up 15 charged at the rate of three months average ask side Kibor plus 2.5%(June 3(), 2008: three months average ask
side Nibor plus 2.5 %) with Floor rate of 13% (June 30, 2008: 12%) per annum. This facility is sccured against Firse
charge on the present and future fixed assets for Rs.140 million and First Hypothecation Charge of Rs. 110 million
over current assets of the Company, comprising of raw material, work in process, finished goods, vte. and recervahle

and book debts of the Company. The un utilized amount of this facility as at balance sheet date is Rs. 43,00 million.
(Jene 30, 2008: Rs, 28.61 million).

Total amount of finance available under this facility is Rs. 30,00 million (June 30, 2008; Rs. 5000 million). The mark-
up s charged atthe rate of three months average ask side Kibor + 2.5%({fane 30}, 2008: three months average ask side
Kibor + 2.50% ), with floor tate of 13% (June 30, 2008: 11%0)per annum. This facility is securcd agcramst Frest par
passut charge on fixed assers for Rs. 190,00 million and First pan passa Hypothecation Charge of Rs, 90.00 million
over cutrent assets of the Company, comptising of raw material, work in process, finished yroods, et and receivable

and hook debts of the Company. The un utilized amount of this facility as at balance sheer dare is Re, 5000
million.{June 30, 2008; 39,38 million).

Total amount available under this facility is Rs. 20.00 million (June 30, 2008: Rs, 20.00 million). for 4 maximum perod
of 80 dayes (June 30, 2008: 120days). The mark-up is chatged at the rate of threec months average ask side Kibor plus
=57 {June 30, 2008: three months average ask side Kibor + 2.5%) with floor rate of 13%% (June 30, 208; 12%y. This
facility is secured against First charge on preseat and future fixed assets for Rs. 1400 million and Firse
Hypothecadon Charge of Rs. 110 million over current assers of the Company, comprising of raw material, work in
process, finished goods, etc. and receivable and book debts of the Company and Trust Receipts. The un utilized
amount of this facility as at balance sheet date is Rs. 3.33 million. (June 30, 2008; 3. 5%million).

Total amount available under this facility is Rs. 20.00 million (June 30), 2008: Rs. 20.00 million) tor 2 maximum period
of 120 days. The mark-up is charged at the rate of three months average ask side Kibot plus 2.3%, {June 30, 2008:
three months average ask side Kibor plus 2.50%) with floor rate of 13% perannum. (June 30, 2008: 11%4). This facility
15 sceured against First pari passu charge on fixed assers for Rs. 190 million and First pan passu Hypothecation Charge
uf Rs. 40 million over current assets of the Company, comprising of raw material, work in process, nished goods,
etc. and receivable and book debts of the Company and Trust Receipts. The un utilized amount of this facility as at
balance sheet date is Rs 15.077 million.{June 30, 2008: 0.096 million),
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Sazgar Engincering Works Limited

NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED JUNE 30, 2009

11.5-  The tinance has been paid completely during the current year previcusly it was pavable against purchase of {senerator
from M /S Mallat Tractors Limited on instalment basis, Total invoice value was payablcn 13 monthly insralments
along with mark up caleulated @ 14.45% perannum commencing from March 2008.

12 - CURRENT PORTION OF LONG TERM LIABILITIES

2009 2008
Note Rupees Rupees
| ong term financing 6 2,400,000 200,000
| sabilitics agrainst assers subjecr e e N
to flnance leise | 512995 0,067,914
9,572,935 12067919
13- PROVISION FORTAXATION
Balance at bominning 68,573,790 23,193,225
Add: Prowisean tor the year
-{ourrent Year 3,648,921 67 3RO T54
Pricr year 2,695,335 -
[ess: Paviment during the Year (62,458,053) (23209181
12,439,999 81, PRl

14 - CONTINGENCIES AND COMMITMENTS

14.1- Contingencies

14.1.1 Cases have been filed by some customers against the Company for the claim of auto parts under warranty. These cases
are still pending in different courts. The management and Company’s lawyer ate of the opinion and are contident that
the outcome of these cases will be settled in the favour of the Company. Hence no provision is made

14.1.2 The Company has filed an appeal against an order u/s 122(5A) passed by the taxanon officer, challenging the tax losses
amounting Rs. 1,503,939/- for tax year 2003 in the opinion of the tax consultant, favourable outcome ot the appeal s

cxprcted.
14.1.3 The Income 'Tux department has filed an appeal against the Company 1n the income tax appellate tribunal, challenging

the tax losses umounong Rs. 5,313,321/ for the tax year 2004, In the opimon of the tax consulrane, favourable
outcome of the appeal is expected.

14.1.4  'The Company has been selected for Tax Audit u/s 177(4) for the tex Year 2008. The proceedings are in progress.

14.2- Commitments

The facilitics for opening Letters of Credits and Guarantees as at June 30, 2009 aggregate Rs. 80 million and Rs. 8.00
million respectively (June 30, 2008: Rs. 80 million and Rs. 8.00 million respectively) of which the amounts udilized as at
June 30, 2009 were Rs, 56.31 million and Rs. Nil. respectively. (June 30, 2008: Rs. 11.87 million and Nil respectivelyv).
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Sazgar Engineering Works Limited

NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED JUNE 30, 2009

2009
Rupees

2008

Note Rupees

15-  PROPERTY,PLANT AND EQUIPMENT

Olperating fixed assets
C.apital wortk in progress
Adsvance faor purchase of land

15.1 218,278,804
153 4,534,879
15.4 - -

183 395421
19,547 881
5,000, 000)

222,833 683

209,943 302

15.1 - OPERATING FIXED ASSETS - Tangible
I I Y L e
PARTICULARS COST DEPRECIATION WDV
As at Additione / Teansfer A at Rate Ax at For the AT A5 al 3‘]_;:_";}“9
N 01-07- 208 (Deletions) 30-06- 2009 e D1-07- 2108 waar ' Hi-0h- 20409
ekl Tand 35,20 254 EE,“I“*J.'-"IT'I'I ___I-':,H,fi,l}ﬁ.‘] =7 G S
Bomarps and il Winrks
<t trecheld land A 453 e oL InT 29 344 6 M S 10 |0+ 55 HE2 EGCEUAIIT UL L B 0 T
PLire v Machiner, AT B2 6050 [ S0 1l 14080 A & 5 AR, A0 AN S S55%] 300
Plecion Loy, 3,708 6 Tl h ks Oy L1 LY71, 434 417534 R 5,110 R
Foamitane and Firture 1635474 [EERLYY 18234979 [1¥ RIT. 2 126,54 fid s v HE
¢ IFfice Egupmcnt 2,103 i TE W 2200 R 1t TATANM HECERS I N 1.51m A5
Vleri Livstellanie s 381,644 197,344 1.37R.97% i 359,390 111 454 A AL 1,100 r2
Sl 3415,1M 8 2357 LTd,cH) Aty 2 RETE A 1 XAt ks ot s EEY I
ol 43 ",‘f.n_lur' 1 ey
HEL10L ux JUARTI R0 R T 254,475.7K2 t7 MR IR LR 68 Ul A In[ 4115, 14
Aszets subject to (145w : S
Finance T.oase
Fows e Slachiner: 1" TRT AT 3T TR AT " TEIRAT S NURUNERYE Y R O
Tl LARL N 15,778,3h) i R EE] 3395, 193 LR LTIk TR TR YRl
(1OT6 SN
32T 2320348 1,707 40 3,582 18] 1 AR 720
- FL6 76N i |
TUainl A 264 TR RTE JUL7A B4 | 471, 30 o N2z RRREALEE B | Sahili 534 27 Ly U T A1 2l 27u Bl
MA3E0; |67, 500 i,
—_———— —=====§- e
Details ot property, plant and equipment sold are given in Note No. 15,3
;' = ' ﬂ% o ?%ih-;%h —— === ; i ’E--. —%L 1
ey AR s L L P st i N S
COST DEPRECIATION WL
PARTICULARS — as at
As at Additinng f Tisiiahss As at Rare Ax al Fur the Adjusunent | As at (- (he-20R
01-07-2007 {Deletions) k 30-1Wi- 2008 "y 01072001 year 300062008
Froes o ! R 34E.50M4 A1 2R a0 53,377 .25 - 35,177 00
v oo e vl Works
st b Laad 41,755 049 I 553 He kg a2 RADAST St 1D [4.202 702 2ANT T AR 4T A
Poane an | Mackanery LI LR +HI5 B4 H5.R19,37R 14 41,433 718 4244711 44080 |6 320138 4
Ficctmw | s, 3,585 ) 22 ART 3,7WH 2T 16 N ER T ITALH” 1477] 456 R
Fincoe and Frxeore 1.215,7n4 421,300 G557 [ IR |1 =% =17 Hd T.017, 7\
Lhtwe Lowsment | % w2 0l TLT 2 La3 a0 L AL R 136, RS T C 716174
| Jermrie fressallatiogs W Ty AR HAE 1,341,634 14l RSN I A0 A, L2223
(PR L 670 2,144,234 3415014 20 1233250 Anaiad | LR i hni |.374,245
SRUERELA i1 T
141 66, "6 R T R 160 940 S 27 T TAWILZ [ 18R v | 140 02 e
Assit b sabpect m AR BENTTTY 91 I
Finance 1.caue
Manr il Alaclunery 23157 M) L2 040034 B . m I 5,76 621 214042 TIRSAT T
Vikicl s 01471 500 1101147 AN 17 A58 00 20 2 5] 3473 2,390 0% Pl AHE A (NITTRRE |36t 5T
(2, F7AWA
3023407 22,717,534 33,230 937 8 2Hd 3 45005 467 BIIEETET 43 512547
[2,L007 (AN {1185 30w
TerrAL i 176,406,171 91 51d, 70 2 ) H T 67,212 14 12404 479 1885 G WA ASE [ 185 495.42)
thEIILY | (1.t T
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Sazgar Engineering Works Limited

NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED JUNE 30, 2009

15.2 - Depreciation for the vear has been allocated as follows:

2009

Note Rupees

2008
Rupees

Cost of sules 206 12,520,067 5,076 958
Distributioon cost 27 1,109,883 YR 608
Administranve expenses 28 2,039,399 1,926,533
Capital work 1n progress - 512,381
15,669,349 | 2,404,480
15.3- CAPITAL WORK-IN-PROGRESS
Tangible
Plant and machinery -
Opening balance 19,057,229 12,765,452
Additions made duning the year 2,381,512 Gl
21,418,714 19,037,229
Transterred 1o operanng fixed asscts 18,070,115 )
15.3.1 3,348 026 19,037 229
Civil works
Opening balance - 2 904 5490
Additions made during the year 7,165,140 $1120 214
7,162,104 10,933, 504
Transtferred ro operating tixed assers 6,536,753 10,933,804
028,351
Electric Fitting / Installations
Opening balane
;lf:inmL 3 11:11511{,:11 | - i 385,657
Adduions made during the year ] 105,267
i L - T} 024
Transferred ro operatining tixed asscrs i 291,924
Intangible
Development work
Omeniny, balance
L;}?;:E::;:s; rlsdurin the year k00 i
| T o 67,250 510,652
778 =10 ¢
Transferred o Intangible Assets > L,JUZ ? IE"(]EZ
77,902 510,652
4 554 879 10,547 KK1

15.3.1- This includes Rs 2.45 million (June 30, 2008:Rs. 0.97 million) on account of advances paid to suppliers of muchinery.

15.4- This balance represents the amount of advance paid on 19-06-2008 for the purchase of land measuring 64 Kanals at Mauza
Bhai kot, Lahore, the sale dead of which was registered in the name of the Company on August 22, 2008,
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Sazgar Engineering Works ILimited

NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED JUNE 30, 2009

15.5- DETAIL OF PROPERTY, PLANT AND EQUIPMENT DISPOSAL

The detail of property, plant and equipment disposal, having net book value in excess of Rs. 30000 is as follows:

Particulars Cost Net Sale price Mode of Particulars
Book Value Disposal of purchascr
——----Rupees--~au--- ---

Honda CIVIC VT 1,272,500 512,525} 212,529 Kﬂgﬁtiﬂtinn Mulwminad Shatth

{1 D e 27 KM Multan Reoad
Foalvore

Stirukl Bolan 165 (0H) 100,583 0.0 Negodation e Aliva 03 Clanon

Ch 1769 Tresr Murabadi Read
Fricha-" N0

16 - INTANGIBLE ASSETS

(Rupees)
Cost Amortization N Book Value ||

Particulars As at Additions/ As at As at Fot the As at As at

01-07-2008 (deletion) | 30-06-2009 (1-07-2008 penod J0-06-200y 30-06-2009
Develonment
o 3,051,300 i 3,051,300 | 1,326,899 | 618931 | 1945830 1105471
Jun-09 3,051,300 - 3051300 | 1,326,899 | 618,931 | 1.945830] 1105471
Jun-018 3,051,300 - 3,051,300 704 761 622,138 1,326, 84997 1 724 40
16.1-  Development cost represents cost incurred on patents, copyrights, trade marks and designs.
16.2- The amortization cost is included in cost of sales,
2009 2008
Note  Rupees Rupees
17- LLONG TERM DEPOSITS

Depostt with Pakistan Steel Mill 400000} FEH L0

L aiirres and others 416,457 371457

816,457 771,457

18- STORES, SPARES AND LOOSE TOOLS

Stores 4,956,654 2,252.051

Sparcs 320121 6GHY. 523

Loose tools 161,753 726,199

5,438,528 3,068,373
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Sazgar Engineering Works Limited

NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED JUNE 30, 2009

2009 2008
Note  Rupees Rupees
19- STOCKIN TRADE
Raw materlals and components 140,161,113 133,1449.7°06
Work 1 process 21,179 856 16,247,744
Finished soods 33,364,733 HAa 421
Stock 11 {1‘;1[19'1[ - 13,870 AU
IPacking and orher matenal 63,585 22y
194,767 287 _ 1935 17,550
20- TRADE DEBTS - Unsecured 2011 96,341,775 2012 015,193
20.1 -  Classification:
Considersd Cioesd 541,755 20201 R 3
(onsidered oubrtnl K22 333
Considored Bad 44 622 Z
00,908,95() 202015 1093
| s
Prenvision for Doubttul delits (522,5353)
Bad dels (44,622]
94,341,775 LR BN E:

ehes which are considered doulyful and Bad are charged to current vear income and are shown under nrher

DPCTAUN T Capnses,

21 - LOANS & ADVANCES

Advances  considered good

roy crnplonees 2.1 B8 319 REN )
o supplicrs 100,037 301 T 0TH 505
10,845,620 Ho59.683

21.1- Masinmum aggregate balance due from rhe Exccuuves during the period was Rs. 205,000/~ {June 30,

200 Reo 1300005, ‘These advances are secured against retirement benctits ot the emplovees.

22 - TRADE DEPOSITS AND SHORT TERM

PREPAYMEINTS
COnUact securires GO 00 300,000
Prepand expenses R6T7,032 (11 550
letter of credit margin 13238114 K, 205,035
Letter ot crodit in process 18,827,232 10,203 408
33232978 25,493 956
23 - OTHER RECEIVABLES
Advance income rax 21,344,093 23.498,658
(Other Recervable 188,000
21,532,003 23,488,658
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Sazgar Engineering Works Limited

NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED JUNE 30, 2009

2009 2008
Note Rupees Rupces
24 - CASH AND BANK BALANCES
Cash 1n hand 39551 30 11)
Balance with banks on current accounts 10793 232 11,911 805

25 -  SALES -NET

19,832,563

11,950,005

Grross sales 25.1 1,140,685,970 1,943,722.984
[.oss: Sales tax 157 13,672 253,324 (149
Sales returns 17,506,070 227534 278
Commission 13,509,295 122929 2]
188,140,037 390007 944

¥52,530.033 . 15584, T ER 50

25.1 This includes Rs, 1.48 million (June 30, 2008: Rs. 0.79 million) on account of export sales,

26 - COST OF SALES

Raw materials and components consumed 71941 373 1065632052
dalares, wages and other benefits 206.1 75,371,800 8075112
Stores, spares and loose tools consumed 13,400,263 17,368,384
Power and fuel charges 25,740,080 20,760,197
Repair and maintenance 18.337.790) 18,486 806
Other expenses 4,358,474 4 497 57}
Depreciation 15.2 12,520.067 8,970,958
Amortizagon 618,231 622 138

809,768,778 1,222,419 217
Opening work-in-process 16,247 744 20:0663 717

586,016,522 1.249 082 934
Closing work-in-process 21,179 8506 16,247 744

Cost ot goods manufactured

. 864 836,666

1,232 835,190

Orpening finished goods 8.035,42] 14,311,987
872,872,087 1,247 147 177
Cost of finished goods purchased during the year 0,209 448 2,655,700
882 (181,535 1,249 R0O2 B77
Clising fimshed goods 33,360,733 B.035421
848 720,802 1,241,767 456

26.1  Salaries, wages and other benefirs include Rs. 5,115,689 (2008: 3,771,846) in respect of retirement benefits.
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Sazgar Engineering Works Limited

27 -

28 -

29 -

NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED JUNE 30, 2009

2008
Rupees

H.845,64]
18,437 303
1,204 .790)
H2.161
3,496,116
158,479

| B84 506
825779
O88.608

2009

Note Rupees
DISTRIBUTION COST

Qalarics and other benefits 27.1 7,653,998
Freyght and octro 0.823,143
Traveling and conveyance 1. 235747

Packing material consumed i
Advertisernent and sale promonon 2,678,581
Insurance 28 1 ,234
After sales service 1,;3?,34[1‘
Printmg & Stationery 772,484
Depreciarion 15.2 1,109,883
25,390,880

33,923 385

371 Salarics and other benefits include Rs. 410,600 (2008: 443 4125 in respect of retirement benetits.

ADMINISTRATIVE EXPENSES

Salamies and vther benehits 25.1
Flectricity, was and water charges

(lomnuncation eXpenses
Vehiele tunume expenses
legal and professional oo 2
Travelling and convevance
Fue and subscriprion
Insurance

Rent, rares and taxes
Prinnng and stationery
Fntertainment

Office supphes

Research expenses
Miscellancous expenses

[Depreciation 15.2

21,928,396

301,113
2,426,391
799 428
1,431,644
1,915,196
524,179
378,109
705,186
1,468,377
561,338
32,537
143,834
365,207

2,039 399

35,020,533

19524 641
230,854
1,285,080
298,085
2AHI9.427
1.680.324
825556
311,510
4551130
1,616,722
3901, 7HY
2257
165 BE6
455,951
1,926,533

33,394,825

281  Salatics and other henefits include Rs. 1,430,600 (2008: 801,964) in respect of retirement benehits.

28.2  These include a sum of Rupees 251,667 incurred for the tegistration of Company with registar of Companics and

raxation department in Kenva as a foreign Company.

OTHER OPERATING EXPENSES

350,000

11222 632
3,939,383

Awdnors' remunieration 29.1 732,500
Bad debrs 44 622
Provision for doubtful debts 522,353
Contnbution towards: 91 1,470,565
Workers' profic participation fund 92 529 547
Workers' welfare fund 3,299,787

15,212,015
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Sazgar Engineering Works Limited

NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED JUNE 30, 2009

2009 2008
Note Rupees Rupees
29.1-  Auditors’ remuneration
Vigar A, Khan
Workers' Profit Participation Fund Audir 12,5000 LM M)
lax services 200,000 100 (R
212,500 THEO
Kabani Saced Kamran Patel & Co.
Staturory audit 3735 (K] [ 300 000
Fialf vearly review 125,000 ERALLE
Certiticate fee 200,000 I5.imt
220000 20Ny
A2 DN REUALLY,
30- OTHER OPERATING INCOME
Income from financial assets
Exchange Gain/(1.0ss) G 2097 11 643
Income from non financial assets
P[_:.‘.'HE o sale of tixed ASRELS fl[},‘-l |7 25H1EEIL}
Miscellaneous Tncome 300, 1 1017 485
1,178,199 269,852
30.1  Miscellaneous [neome includes credit balances outstanching tor long period written of during the venr.
31- FINANCE COST
Mark-up on:
Loy term finances 1,390,996 1,285,287
short term horrowings - sccured 9,501,745 2, U, B6H
lnttest on Workers” Profit Participation Fund 1,463,357 A6 316
tinanaal charges on finance leasce 2,311,048 2,553 351
Bank charpes, commission & others 605,160 1,239 K6

32 - TAXATION

(Current
For the perind
Prior Year

Deferred
bor the period

15,338,306

3648921
32.1 2,695,335

3,373,584
1,717,844

-

11,556,900
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Sazgar Engineering Works Limited

NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED JUNE 30, 2009

1 The income tax assessments of the company have been finalized upto tax vear 2007, exceptas mentioncd in note 14.1.2
aned 14,13

b1 The Company has been selected for Tax Audit u/s 177 (4) for the Tax Year 2008. The proceedings arc in progress.
¢ Provision tor taxation is considered adequate to discharge the expected liability for cutrent year.

32.1 This balince represents an amount paid as additional tax in respect of order passed by DCIT u/s 205 {IB) of the
lncome Tis Ordinance, 2000 The Company is in appeal against this order.

2009 2008

tNote Rupees Rupees
32.2 - Tax charge reconciliation
Protit berare taxation 25,947 824 208,830 307
Tas charge vnaccounting profitat applicable tax
rateas pur Incore Tas Odrdiinance, 2000 0,081,739 T30
I ertect aof amownts that are:
net duduenble for tax purposes 24,697 T 475
- allrweable deductions tor tax purposes (24,142) (0. 4323,0684]
Tax etffeet of profin anribueable ro presumptive income (21,707 el
Fittect of prosuiprive tas 11,317 20 331
\djnstmenrof prior sy eir taxaton 2,095,335 -
Taxatlon forthevear l'l,?l?,84-fl= - o TR i
33- EARNINGSPERSHARE - BASICAND DILUTED
Basic & diluted earnings pershare
Profitaiter taxacon for the vear Rupces 14,229 980 Fasians200
Werghred average number of ordinary shares
ourstanding during the vear - Note 33.1 Numbers 104N 76 THHHEGE 6
Basic & dilured varnings puer share Rupces 157 1341

33.1.  Number of ordinary shares outstanding at the close of corresponding period presented has been
increased to reflect the bonus shares issued during the current period ended June 30, 2009.

Diluted carnings per share
T'here is no dilution effect on the basic earnings per share of the company as the company has no such commirments.
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NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED JUNE 30, 2009

2009 2008
Note
Rupees Rupees
34 - CASH GENERATED FROM OPERATIONS
Protit before taxation 25,947 824 28 K30 307
Addjustment for non cash charges and orher items:
Depreciation 15,669 349 11,6892 099
Amortization 18, V31 622 138
Provision for grataity 6,950,889 il 222
I'mancial and other charges 17,905 593 26:718015
(ther income {1.086,902) (258,200
40063860 13 992165
66,011 684 252 622,472
Working capital changes 341 117.872.156 (183,130,947)
183 883,840 67,391,525
34.1 - Working capital changes
(Increase) / decrease in current assets:
Store, sparcs and louse tools (1,770,135) (403,634)
Stock-in trade (1,449,437 (68,138,820)
Trade debrs 103,106,143 (138,372,001
oans e Ndvances (2,385,933 (2,531,654
Trade Deposits and short teem prepayments (7,739,022) (8.798,225)
(Jther receivables (188,000) _
Inctease / (decrease) in current liabilities
‘Trade and other pavables 26.208 562 32833 417
117,872,136 (185,430,947
35 - CASH AND CASH EQUIVALENTS
Cush and cash equivalents include:
(Cuash and bank balances 24 19,832,503 11,9511 905
Short rerm I:IDrmwing,rs 11 z (27,011,983
19,832,503 LB G R

36- TRANSACTIONS WITH RELATED PARTIES

The related parties comprise directors, key management personnel and associated company. The narure of relitionship
with assoctated company was that both companies had common management personnel. During the financial vear
cnding on June 30, 2008 the common directors were retired and had resigmed from the respective companies. Therefore
the relationship with M/s Ciba Enterprises (Pvt) Lid. is no more existed as related pattyv ar the Balance Sheet date, The
remuneration of Directors and key management personnel is shown in note 37, Other major transacrions during the
vear with the associated Company are as tollows:

Purchuses 29446 474
As the related party relationship with associated Company was not existed during the yecarand at the balance sheet date of

current year, therefore no transaction was accounted for during the current'vear as related party. Disclosure is made for
comparative purposces only.
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37-

NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED JUNE 30, 2009

REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES

The aggrevate amount charged in these accounts for the year for remuneration, including certain benetits o the
Chicf Executive, Directars and Fxecunves of the Company is as tollows:

The Company also provides free use of Company maintained cars to some of the directors and exceurives.

38 - SEGMENT REPORTING
Household appliances
2009 2008 2009
Rupees Rupees Rupees
Serment rovenue- et 23623430 (,353 4N 360,304,971
SCrment operatng
results 370,043 126,513 36,340,654
Segment assets 1-1.541,047 12748 210 271,039,145
Unallocared assets
Toral assers
Segment liabilities 2K 8Ok 31,427 126,227 ()
1 nallocared habilitics
Towral labilities
C.apital cxpenditure 71,000 2381,312
Depreciation and
AMOTHZATION 28 960 242 HR2 BA600077
Non cash chatges other
than depreciation and
amaortizaticn K7, 630 221,706 3,338,701

Auto parts

2008
Rupees

247 5325 124

742,548

2003589 3492

63,404,203

200, 868 807

(4,542,095

1,981,569

{Rupecs)
Chief Executive “ Directors Executives Total

2009 2008 H 2009 2008 2009 2008 2009 2008
Managcrial Remuneration 5127273 4872,727[ 4,363,636 | 4,436,364 || 7,373,227| 5,355,455|16,864,136/1-1,604,545
Medical allowanee 512727 487273 4363641 443,636( 737,323 535545| 1,686,414| 1,466,459
Honus & leave encashment - - -- - 518,723 1.316,762)  SL8.723] 1.5 Lftu,_.’ﬁ.?.“
5.640.000 | 5,360,000 4,800,000 | 4,880,000 8,629,273| 7207, 76219.069,27317 447 761
Number of persons l ] 2 2 4 4 T S

Auto rickshaw

2009
Rupees

8,561,520

3,957 921

239902 Bl

136,400,073

30 264,096

7649 238

3,330,542

2008
Rupees

1,291,036,422

234,788,335

411,793,656

196,158,577

71,960,070

0,729,000

2813947

Total

2009
Rupces

USR5S,

42672214

RA3, ML
GO 423

2008
Rupees

1,344.715,0306

235,404,370

623,131,258
33,712,422

GG, T4 450

GRM,B43 680

262662571 261,594,207
32433728 121829297
205.0190.209  3R3,.423 504

39,043,603

02 899 /86
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Sazgar Engineering Works Limited

NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED JUNE 30, 2009

39 - FINANCIAL INSTRUMENTS

39.1 - Concentration of credit risk

Credit sk represents the accounting loss that would be recognized at the reporting dare it counter partics failed
completcly to perform as contracted. The carrying amount of financial asscts represents the maximuom credit
cxposure. The maximum exposure to credit risk at the reporting date was:

2009 20008
Note
Rupees Rupecs

l.ong rerm Deposits i) 816,457 T 4RT
Trade debts 20 06,341,773 2LZ 003
Foans and Advances 21 10,843 62 8,439 085
Trade Depostits 22 32,605 346 24832106
Crelwer Reccivahbles 23 185 0in) -
Bank Balances 24 19,793,232 11,911,805

160,650 431 247 99t 116

Ceographically there is no concentration of credic risk,

The maximum exposure o credit risk for trade debts, loans and Advances and other recen ablos at the repoThng
Juare by type of parties was:

In<titutional Costomers 21,334,547 Faaasadond
Corparare Customers 52,947 842 VLR 002
glht]nhumr 3,415,133 26% 153
Adler — — e
cailers 5,020 870 Ll SR E
(Ithers ' i
14,013,682 B2
97 335,094 2112499213

The aging of trade debts, loans and advances and other receivable ar the repornmnyg dare was

Mot past dug 60,7 28,6-4H) 116,725 0104
IPast Due 00-30 days 143490316 T8 77N IR2
Pust Due 31-120 days 2 7011 241 1 #O6 48%
A w - A58 3- '.-'—'. '_., e |
Past Due more than 120 days 19,559,197 50199 249

97,338,094 202499 213

Based on historte record the Company believes thar no impairment allowance is necessary In respect ot loans and
receivables past due more than 120 days.

39.2- Toreign exchange risk managernent
Foreign currency risk aries mainly where payvable exit due to transaction with torcign underrakings. Pavahle exposed w
toren currency risk are identificd as either creditors or hills pavable. The Company does not sicw hedping as being
tinanctally feasible owing to the excessive costs involved.

39.3- Capital Risk Management
The Company objective when managing capital is to safe guard the company’s ability 1o continue as « comng
concern so that it can provide returns for shareholders ans benefies for other stakeholder: and 10 maintain a SETOTIE
capical base support the sustained development of its business. The company manages 165 capital structure Ty
monitoring rerarn on et assets and makes adjustments to it in the light of changes in cconomic conditions, In
order to maintain or adjust the capital structure, the company may adjust the amount of dividend paid 1o
sharchnlders or issuc new shares,

39.4- Fair value of financial instruments
The carrying value of all financial instruments ie financial asscts and Habilities reflected in the financial statements

apprroximate their fair values.
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39.5- Market Risk
Market sk is the sk that fair value of the future cash flows of a financial instruments may tluctuate as « result of

changres in market prices. Market risk comptises of three type of tisk: Currency risk, interest rae risk and price risk.

39.5.1 Currency Risk
Currency risk is the risk that fair value of future cash flows of a financial instrument will fluctuare of changes 1n
fureign change rates. The company is exposed to currency sk on import of raw materials and finished goods being
denominated in 1S doliars. The Company’s exposurc to foreign currency risk for US dollars 1s on account of
ourstanding ketter of credit of Rs. 56,31 million (2008: Rs. 11.87 million).

39.5.2- Interest Rate Risk
[atetest e risk is the risk that fair value of future cash flows of 2 financial instrument will flucruate because ot
changes in market interest rates. Financial Liabilities include balance of Rs. 38.280 million (2008: Rs 92.315 million)
which is subjuet o interest rate nsk.

Cash Flow Sensitivity for variable rate instruments

A change of 100 basis poines in interese ratds at the reporung date, with all other vartables remaining
constant, the netincome for the vearwould have beenlowerorhigher by Rs. 382,801 (2008: Rs. 923,101

39.5.3 -Price Risk

Drice risk is e risk that the fair valuc or fucure cash flows of a financial instruments will fluctuate because of changes
i1 myarket prices (Other than those arising from interest risk or risk or currency risk) whether those chanyes wre caused
by factors specific 10 the individual financial instrument ot its issuer, or factors affecting all simitar firancial
inscruments teaded in the market, At present, the company s not exposed to price risk as there are no invesrments n
marketable securities.

39.6 - Liquidity nsk
iguidity risk retlects an cnterprise’s inability in raising funds to meet commitments. The Company follows an

effective cash management planning policy to ensure availability of funds and to ake appropriate measures for new
FCQUITCMICTITS,

The tollowing arc the contractual maturities of financial liabilitics, including estimated interest payments,

2002 {Rupees)
{arrving { ..{'JI.'I[TEI.IE!.'I.IH! § mnthﬁ GEEERLE o e .'"uifrurc ﬂ'l:.l_'['l
Amouant Cash Flows  orless . - 3 vears
Leanur ferin Snancing £, GO0 IR 7607 B2 1,383,240 1,383,240 2766480 2,074 501
iabality under tinance leasc 10,085,005 11,0910 130 40390525 40395235 3011950
Trade and cnher pavables 22749 806 202,749 806 202749 Bk - -
Acerued Mark-up L2Sdte 1,123 167 1.123.167 = -
Shott rerm h::nrrrns,‘jﬂg 21,795 128 21.295.128 21,395,128 - -
233.153,106 244,166,051 230800866 5422765 57784060 2074 50!
2008 {Rupees)
Carrying Contracrual 6 months : jassen i M thuan
Amount Cash Flows o less Urlmmonis  desicans AL 5 vears
Loy e financiy 0,000,000 110,47 4,200) 139653600 1,396,500 2,793,120 488 040
Liabilice under fimance lease 19.766,131 22827133 2 B8G2000 58062000 804960 3,053,043 =
I'rade and oiher pavables 19 175956 190,173,450 190,175,950 -
Neeruedidhirkaup 1,297 833 1,297,832 1,297 835 - - -
Short term Tnrrowing 63,54% 229 (3,340 229 (3544229 . . -
383780151 2RR324353 262,281.58t0 7 258 360 105342720 7037995
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Sazgar Engineering Works Limited

NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED JUNE 30, 2009

40 - PLANT CAPACITY AND ACTUAL PRODUCTION 2009 2008

Numbcrs Numbers

Installed Capacity

: _ . | | | :
Aute rickshaw (8 hours single shift basis} 10,00 1030300

Auto Patts

The capacity of the plant and machinery relating to auto parts is indeterminable due 1o the versatility of
production.

Actual Production

Auto Rickshaw 4,690 9,696
Auto parts
YWheel - rims NY.53) 82 161
Body front axle ] 11
Console pane 9.147 2. 1]

41 - NUMBER OF EMPLOYEES

Average number of employees during the vear 635 75

42 - SUBSEQUENT EVENTS:

Tlhe Board of Directars, at their meeting held on Ocrober 05, 2009, has recommended 200 bonus shares 1. 200
ardinary shares for every 100 ordinary shares for the year ended June 30, 2009 (2008: 20% bonus shares) subject to
the approval of the members at the 18th Annual General Meeting of the Company,

43 - DATE OF AUTHORIZATION FOR ISSUE

The Board of Directors of the C{)mpan}-‘ has authorized these financial statements forissue on Octolber 5 200y,
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NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED JUNE 30, 2009

44 - CORRSEPONDING FIGURES

Corresponding Agures have been re-arranged/reclassificd(if necessary) for the purpose of comparison.

Following figrures have been re-arranged/ reclassfied:

Natute Amount Note Previously classified under Reclassified under
Revenuce 3 _ Revenue reserve
T
207,643,396 LUn-appropriated profit L ]
Reserve - L]ﬂ—ﬂppl‘t )| 1A el '[')I'f'}ht
Current | 123167 i [ntetest and mark-up accrucd on Mark-up accrued on
g 22 ! ;
Lialstlities : lians and other payvables loans aad uther pavables
Current . :
Liabilities E1 505008 1 Short term finances and advances Short term borrowings
Current 552935 19 Current Marutity of long term {lurrent potton of
Lialnlities i A liabilities leng rerm habihnes
Mo Current " : _ :
Ao B16,4n7 1 Long term Sccurity Deposits Long rerm Doeposats
Current ad '
= s Advances, deposits, prepayments and
Assets 103,545,620 21 LK » PIEpa Loans and Advances
e ht b other recelvables
MEHIHEEL 33,937 978 59 Advances, deposits, prepayments and [tade Deposits and
Assets b WNEEY ather receivables short term prepayments
{.urrcnt Ad : 2 : :
- gy vances, deposits, prepayments and :
Ao 21532093 23 el REEPE (Other Recerables
bl other receivables

45 - GENERAL

The tigures have heen rounded off to the nearest rupee.

N Ao |

MIAN ASAD HAMEED
CHIEF EXECUTIVE

SAEED IQBAI. KHAN
DIRECTOR

2009
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FORM OF PROXY

[ / e

of
a member of SAZGAR ENGINEERING WORKS LIMITED
herchy appoint Mr. / Mrs. / Ms,

of

or failing him M,/ Mes, [/ Ms,

ot

Wheis / are also member/s of Sazgar Fngineering Works Limited to act asmy / our proxy andto vot tor
mc/us and on my - our behalt at the 18th Annual General Mectingof  the shareholders of the Company to he
held on Saturday Ocrober 31,2000 ar 10:30 AM. at 171-Ali Town, Thokar Niaz Baig, Raiwind Road, Lahore

and arany adjournment thereot.

Signed thus dav of 2009

Folio CDC Participant | CDC Account/ No. of

No, 11y No. Sub-Account WNo. shares held

Signature over
Revenue Stamp of
Rupees 5/-

Witness 1 Witness 2
Mynature Signature
Name Name
CINIC No, CINIC No.
Address Address
Notes: I T'he proxy must be a member of the Company,

&

The sigmature must tally with the specimen signaturc/s registered with the

Company.

3 It a proxy is pranted by a member who has deposited his/her shares in
Ceneral Depository Company of Pakistan Limited, the proxy muse be
accompanied with participant’s [ numhber and CTX aceount/sub-account
number alongwith attested photocopics of Computernized National Idenuty
Card or the Passport of the beneficial ownet. Representatives of corporate
members should bring the documents required for such purpose.

J: The proxy shall produec his / her original (CNIC) or original passport at the

ume of rthe meedny.

The instrument of Proxy properly completed should be deposited at the

Registered Office of the Company not less than 48 hours betore the time ot

holding the meeting,

11
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