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(Rupees)

31 December 31 December

2008 2007

Note (Rupees in '000)

Gross sales 4 2,729,628  2,436,068

Trade discount and sales tax 4 (276,287) (261,553)

Net sales 2,453,341  2,174,515

Cost of sales 5 (1,617,694) (1,240,494)

Gross profit 835,647  934,021

Distribution and marketing expenses 6 (158,681) (146,869)

Administrative expenses 7 (130,094) (118,702)

Other operating expenses 8 (54,948) (58,485)

Other operating income 9 58,471  75,901

Operating profit 550,395  685,866

Finance costs 10 (2,702) (3,496)

Profit before taxation 547,693  682,370

Taxation 11 (145,587) (223,321)

Profit for the year 402,106  459,049

Earnings per share - basic and diluted 12 16.06 18.33

The annexed notes 1 to 41 form an integral part of these financial statements.

Munnawar Hamid OBE
Chairman

Syed Ayaz Bokhari
Chief Executive
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ASSETS

Non-current assets

Property, plant and equipment 13 1,128,372 861,190

Net investment in finance lease 14 239,988 317,667

Long term loans 15 1,168 1,903

Long term deposits and prepayments 10,638 9,966

1,380,166 1,190,726

Current assets

Stores and spares 16 83,712 127,782

Stock-in-trade 17 246,276 156,364

Current maturity of net investment in finance lease 14 59,022 59,302

Trade debts 18 157,555 128,531

Loans and advances 19 11,625 9,494

Deposits and prepayments 20 15,090 12,078

Other receivables 21 24,376 47,820

Cash and bank balances 22 334,478 546,915

932,134 1,088,286

2,312,300 2,279,012

EQUITY AND LIABILITIES

Share capital 23 250,387 250,387

Revenue reserves

General reserve 925,358 661,572

Unappropriated profit 331,682 514,173

1,257,040 1,175,745

1,507,427 1,426,132

Non-current liabilities

Long term deposits 24 113,001 104,381

Deferred liabilities 25 229,124 277,175

342,125 381,556

Current liabilities

Trade and other payables 27 390,431 363,338

Provisions 28 28,638 40,572

Provision for taxation - net 43,679 67,414

462,748 471,324

2,312,300 2,279,012

Contingencies and commitments 29

The annexed notes 1 to 41 form an integral part of these financial statements.

31 December 31 December

2008 2007

Note (Rupees in '000)

Munnawar Hamid OBE
Chairman

Syed Ayaz Bokhari
Chief Executive
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CASH FLOW FROM OPERATING ACTIVITIES

Cash generated from operations 30 610,664  881,023

Restructuring cost paid -      (50,759)

Finance costs paid (2,843) (4,364)

Income tax paid (189,423) (224,173)

Post retirement medical benefits paid - net (30,564) (334)

Long term loans, deposits and prepayments 63  (407)

Long term deposits 8,620  9,243

Net investment in finance lease 77,679  49,893

Net cash from operating activities 474,196  660,122

CASH FLOW FROM INVESTING ACTIVITIES

Acquisition of property, plant and equipment (417,354) (66,561)

Proceeds from disposal of operating assets 5,850  7,567

Interest received on balances with banks 36,615  18,815

Interest received on investment in finance lease 15,062  17,437

Income received from loan to pension fund -      1,059

Net cash used in investing activities (359,827) (21,683)

CASH FLOW FROM FINANCING ACTIVITIES

Repayment of long term finance -      (15,000)

Dividends paid (326,806) (374,779)

Net cash used in financing activities (326,806) (389,779)

      

Net (decrease) / increase in cash and cash equivalents (212,437) 248,660

     

Cash and cash equivalents at beginning of the year 546,915  298,255

Cash and cash equivalents at end of the year 31 334,478  546,915

The annexed notes 1 to 41 form an integral part of these financial statements.

31 December 31 December

2008 2007

Note (Rupees in '000)

Munnawar Hamid OBE
Chairman

Syed Ayaz Bokhari
Chief Executive
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Balance as at 31 December 2006 250,387 587,392 507,289 1,345,068

Final dividend for the fifteen months period ended

31 December 2006 - Rs. 12 per share -      -      (300,465) (300,465)

Transfer to general reserve -      74,180 (74,180) -

Total recognised income and expense for the year -      -      456,645 456,645

Interim dividend for the year ended 

31 December 2007 - Rs. 3 per share -      -      (75,116) (75,116)

Balance as at 31 December 2007 250,387 661,572 514,173 1,426,132

Final dividend for the year ended 31 December

2007 - Rs. 10 per share -      -      (250,387) (250,387)

Transfer to general reserve -      263,786 (263,786) -

Total recognised income and expense for the year -      -      406,798 406,798

Interim dividend for the year ended

31 December 2008 - Rs. 3 per share -      -      (75,116) (75,116)

Balance as at 31 December 2008 250,387 925,358 331,682 1,507,427

Statement of recognised income and expenses

Profit for the year 402,106 459,049

Actuarial gain / (loss) recognised - net of tax 4,692 (2,404)

Total recognised income and expense for the year 406,798 456,645

The annexed notes 1 to 41 form an integral part of these financial statements.

Share capital Revenue reserves Total
Issued, General Unappropriated 

subscribed reserve profit
and paid-up

capital
(Rupees in '000)

31 December 31 December

2008 2007

 (Rupees in '000)

Munnawar Hamid OBE
Chairman

Syed Ayaz Bokhari
Chief Executive
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Statement of Changes in Equity
For the year ended 31 December 2008



1. LEGAL STATUS AND OPERATIONS

BOC Pakistan Limited ("the Company") was incorporated in Pakistan under the Companies Act, 1913 (now Companies Ordinance,
1984), as a private limited company in 1949 and converted into a public limited company in 1958. Its shares are quoted on
all the Stock Exchanges of Pakistan. Theaddress of its registered office is West Wharf, Dockyard Road, Karachi, Pakistan. 

The Company is principally engaged in the manufacturing of industrial and medical gases, welding electrodes and marketing
of medical equipment. 

The Company is a subsidiary of The BOC Group Limited (formerly BOC Group plc.) whereas its ultimate parent company is Linde
AG, Germany.

2. BASIS OF PREPARATION

2.1 Statement of compliance

These financial statements have been prepared in accordance with approved accounting standards as applicable in Pakistan.
Approved accounting standards comprise of such International Financial Reporting Standards (IFRS) issued by the International
Accounting Standards Board as are notified under the Companies Ordinance, 1984, provision of and directives issued under
the Companies Ordinance, 1984. In case requirements differ, the provisions or directives of the Companies Ordinance, 1984
shall prevail. 

2.2 Basis of measurement

These financial statements have been prepared on the historical cost basis, except that derivative financial instruments are
measured at fair value. 

2.3 Functional and presentation currency

The financial statements are presented in Pakistan Rupees, which is the Company’s functional and presentation currency. All
financial information presented in Pakistan Rupees has been rounded to the nearest thousand. 

2.4 Use of estimates and judgements

The preparation of financial statements in conformity with approved accounting standards as applicable in Pakistan, requires
management to make judgements, estimates and assumptions that affect the application of policies and the reported amounts
of assets, liabilities, income and expenses. 

The estimates and associated assumptions are based on historical experience and various other factors that are believed to
be reasonable under the circumstances, the results of which form the basis of making the judgements about the carrying
values of assets and liabilities that are not readily apparent from other sources. Actual results may differ from these estimates.
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised if the revision effects only that period, or in the period of the revision and future
periods if the revision effects both current and future periods.

Judgements made by the management in the application of approved accounting standards, as applicable in Pakistan, that
have significant effect on the financial statements and estimates with a significant risk of material adjustment in the subsequent
years are disclosed in note 38 to these financial statements.

Notes to the Financial Statements
For the year ended 31 December 2008
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2.5 Standards, interpretations and amendments to approved accounting standards that are issued but not yet effective

The following standards, amendments and interpretations of approved accounting standards are effective for accounting
periods beginning on or after 1 January 2009. These standards are either not relevant to the Company’s operations or are not
expected to have significant impact on the Company’s financial statements other than increase in disclosures in certain cases:

- Revised IAS 1 - Presentation of financial statements
- Revised IAS 23 - Borrowing costs
- IAS 29 – Financial Reporting in Hyperinflationary Economies
- Amendments to IAS 32 Financial instruments: Presentation and IAS 1 Presentation of Financial Statements
- Amendment to IFRS 2 Share-based Payment – Vesting Conditions and Cancellations
- Revised IFRS 3 Business Combinations
- Amended IAS 27 Consolidated and Separate Financial Statements
- IFRS 7 – Financial Instruments: Disclosures
- IFRS 8 – Operating Segments
- IFRIC 13 Customer Loyalty Programmes
- IFRIC 15- Agreement for the Construction of Real Estate
- IFRIC 16- Hedge of Net Investment in a Foreign Operation
- Amendments to IAS 39 Financial Instruments: Recognition and Measurement – Eligible hedged Items
- IFRIC – 17 Distributions of Non-cash Assets to Owners
- IFRS 5 Amendment - Improvements to IFRSs - IFRS 5 Non-current Assets Held for Sale and Discontinued Operations
- IFRS 5 (Amendment), ‘Non-current assets held-for-sale and discontinued operations’
- IAS 36 (Amendment), ‘Impairment of assets’
- IAS 38 (Amendment), ‘Intangible assets’
- IAS 16 (Amendment), ‘Property, plant and equipment’ (and consequential amendment to IAS 7,  ‘Statement of cash flows’)
- IAS 28 (Amendment), ‘Investments in associates’ (and consequential amendment to IAS 32 ‘Financial Instruments:

Presentation’ and IFRS 7, ‘Financial Instruments: Disclosures’)
- IAS 31 (Amendment), ‘Interests in joint ventures’ (and consequential amendment to IAS 32 and IFRS 7)
- IAS 40 (Amendment), ‘Investment property’ (and consequential amendment to IAS 16)
- IAS 41 (Amendment), ‘Agriculture’

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The significant accounting policies applied in the preparation of these financial statements are set out below. These policies
have been consistently applied to all the periods presented. 

3.1 Property, plant and equipment

Operating fixed assets

These are stated at cost less accumulated depreciation and impairment, if any, except freehold land which is stated at cost.
Cost includes expenditure that is directly attributable to the acquisition of the asset. 

When parts of an item of property, plant and equipment have different useful lives, they are accounted for as separate items
(major components) of property, plant and equipment. 

Subsequent costs

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as appropriate, only when
it is probable that future economic benefits associated with the item will flow to the entity and its cost can be reliably measured.
Cost incurred to replace a component of an item of property, plant and equipment is capitalised and the asset so replaced is
retired from use. Normal repairs and maintenance are charged to the profit and loss account during the period in which they
are incurred. 
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Depreciation

Depreciation is charged to income applying the straight-line method whereby the cost of an asset is written off over its
estimated useful life. Depreciation of an asset is charged when it is available for use till the date of disposal or otherwise till
the expiry of its useful life. 

Depreciation methods, useful lives and residual values are reviewed at each reporting date.

Gains and losses on disposal

Gains or losses on disposal of an item of property, plant and equipment is recognised in the profit and loss account currently.

Capital work in progress

Capital work in progress is stated at cost and consists of expenditure incurred and advances made in respect of tangible and
intangible assets in the course of their construction and installation. Transfers are made to relevant assets category as and
when assets are available for intended use. 

3.2 Embedded finance lease

Contractual arrangements, the fulfillment of which is dependent upon the use of a specific asset and whereby the right to
use the underlying asset is conveyed to the customer, are classified as finance lease. Net investment in finance lease is
recognised at an amount equal to the present value of the lease payments receivable, including any guaranteed residual
value. 

3.3 Intangible assets

An intangible asset is recognised if it is probable that future economic benefits attributable to the asset will flow to the
enterprise and the cost of such asset can be measured reliably.

Costs directly associated with identifiable software that will have probable economic benefits exceeding costs beyond one
year, are recognised as an intangible asset. Direct costs include the  purchase cost of software and other directly attributable
costs of preparing the software for its intended use.

Computer software acquisition or development cost is stated at cost less accumulated amortisation and impairment losses,
if any, and is amortised on a straight-line basis over its estimated useful life. 

3.4 Impairment 

The carrying amounts of Company’s assets, other than inventories and deferred tax assets, are reviewed at each balance
sheet date to determine whether there is any indication of impairment loss. If any such indication exists, the asset’s recoverable
amount is estimated to determine the extent of impairment loss, if any. An impairment loss is recognised for the amount by
which the asset's carrying amount exceeds its estimated recoverable amount. The recoverable amount is the higher of an
asset's fair value less costs to sell and value in use. Impairment losses are recognised in the profit and loss account. 
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3.5 Stores and spares

Stores and spares, except items in transit, are valued at moving average cost. Cost comprises invoice value and other direct
costs. Provision is made for slow moving and obsolete items wherever necessary and is recognised in the profit and loss
account.

Items in transit are valued at cost comprising invoice values plus other charges incurred thereon.

3.6 Stock-in-trade

Stock-in-trade is stated at the lower of cost and net realisable value. The cost is determined using moving average method,
and includes expenditure incurred in acquiring the stocks, conversion costs and other costs incurred in bringing them to their
existing location and condition. 

Net realisable value is the estimated selling price in the ordinary course of business, less the estimated costs of completion
and costs necessary to make the sale. 

Stock in transit is valued at cost comprising invoice value plus other charges incurred thereon.

3.7 Trade debts and other receivables

Trade debts and other receivables are initially measured at fair value and subsequently at amortised cost using the effective
interest method, less provision for impairment, if any. A provision is established when there is a objective evidence that the
Company will not be able to collect all the amounts due according to the original terms of receivables. Trade debts and other
receivables considered irrecoverable are written off.

3.8 Cash and cash equivalents

Cash and cash equivalents comprise cash in hand and deposits held with banks. Running finance facilities availed by the
Company, which are repayable on demand and form an integral part of the Company’s cash management are included as
part of cash and cash equivalents for the purpose of the statement of cash flows. 

3.9 Financial assets and liabilities 

All financial assets and liabilities are initially measured at cost, which is the fair value of the consideration given or received
as appropriate. These financial assets and liabilities are subsequently measured at fair value or amortised cost as the case
may be. The company derecognises the financial assets and financial liabilities when it ceases to be a party to such contractual
provisions of the instruments. 

3.10 Share capital

Ordinary shares are classified as equity.

3.11 Staff retirement benefits

Defined benefit plans

The Company operates:

i)an approved defined benefit gratuity scheme for all permanent employees. Minimum qualifying period for entitlement to
gratuity is five years continuous service with the Company; 
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ii) an approved defined benefit pension scheme for certain management staff. The scheme provides for pension to employees
and their wives for life and to specified number of children upto given age. This pension scheme had been curtailed with
effect from 1 October 2006 and no new members have been inducted in this scheme since then. 

Both the above schemes are funded and contributions to them are made monthly on the basis of an actuarial valuation
and in line with the provisions of the Income Tax Ordinance, 2001. Actuarial valuations of these schemes are carried out
at appropriate regular intervals. 

iii) a scheme to provide post retirement medical benefits to members of Management Staff Pension Funds, retiring on or
after 1 July 2000. Provision is made annually to cover obligations under the scheme, by way of a charge to profit and loss
account, calculated in accordance with the actuarial valuation. However, with effect from 1 January 2009, the scheme
has been discontinued and a one-time lump sum payment was made to the beneficiaries on the basis of their entitlement
ascertained by a qualified actuary as at 31 December 2008. In the case of retirees, it was elective to opt for the one-time
lump sum payment.

The present value of the defined benefit obligation under the scheme as at 31 December 2008 aggregates to Rs. 5,703
thousand (2007: Rs. 35,841 thousand), of which Rs. Nil (2007: Rs. 17,626 thousand) relates to active employees and the
balance to retirees who opted to continue with the scheme for which equivalent amount of book reserve existed at the
balance sheet date.

The latest valuations of the above schemes were carried out as of 31 December 2008, using the “Projected Unit Credit
Method”. 

Actuarial gains / losses are recognised in the statement of recognised income and expense in the period of occurrence.

Defined contribution plans 

The Company operates:

i) a recognised defined contribution pension fund for the benefit of its certain management employees. Monthly contributions
are made by the Company to the Fund at the rate of 8.9% of basic salary plus house rent and utility allowances, in respect
of each member.

 
ii) a recognised contributory provident fund for all permanent employees who have completed six months service. For

officer cadre employees, equal monthly contributions are made, both by the Company and the employees at  the rate
of 5.42% and 6.5% of basic salary plus house rent and utility allowances, depending on length of employees’ service.
In case of other employees, equal monthly contributions are made, both by the Company and the employees at the rate
of 8.33% and 10% of basic salary plus applicable cost of living allowance, depending on the length of employees’ service.

3.12 Compensated absences

The liability for accumulated compensated absences of employees is recognised in the period in which employees render
service that increases their entitlement to future compensated absences.

3.13 Taxation

Income tax expense comprises current and deferred tax. Income tax expense is recognised in profit and loss account except
to the extent that it relates to items recognised directly in equity, in which case it is recognised in equity. 
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Current

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted
at the balance sheet date, and any adjustments to tax payable in respect of prior years. 

Deferred

Deferred taxation is recognised, using the balance sheet liability method, providing for temporary differences between the
carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. The
amount of deferred tax recognised is based on expected manner of realization or settlement of the carrying amount of assets
and liabilities using the tax rates enacted or substantively enacted at the balance sheet date. 

Deferred tax assets are recognised for all deductible temporary differences and carry forward of unused tax losses, to the
extent that it is probable that future taxable profit will be available against which the deductible temporary differences and
carry forward of unused tax losses can be utilized. Deferred tax assets are reduced to the extent that it is no longer probable
that the related tax benefit will be realized. 

3.14 Trade and other payables

Trade and other payables are stated at cost which is the fair value of the consideration to be paid in the future for goods and
services received, whether or not billed to the Company. 

3.15 Provisions

Provisions are recognised in the balance sheet when the Company has a legal or constructive obligation as a result of a past
event and it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation
and a reliable estimate can be made of the amount of obligation. However, provisions are reviewed at each balance sheet
date and adjusted to reflect current best estimate. 

3.16 Offsetting of financial assets and liabilities

Financial assets and financial liabilities are offset and the net amount is reported in the financial statements only when the
Company has a legally enforceable right to offset the recognised amounts and the Company intends either to settle on a net
basis or to realise the asset and settle the liability simultaneously. 

3.17 Foreign currency transactions

Foreign currency transactions are translated into Pak Rupees at exchange rates prevailing on the date of transaction. Monetary
assets and liabilities denominated in foreign currencies are translated into Pak Rupees at the rates of exchange prevailing
at the balance sheet date. Exchange differences, if any, are taken to profit and loss account. Unexecuted forward exchange
contracts are valued at their estimated fair value on the balance sheet date.

3.18 Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable. Revenue is recognised to the extent it is
probable that the economic benefits will flow to the Company and the revenue can be measured reliably.

i) Revenue from sale of goods is measured net of sales tax, returns, trade discounts and volume rebates, and is recognised
when significant risks and rewards of ownership are transferred to the buyer, that is, when deliveries are made and
recovery of the consideration is probable.
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ii) Rental and other service income is recognised in profit and loss account on accrual basis.

iii) Return on bank deposits is recognised on time proportion basis at effective rate of return. 

3.19 Finance lease income

The financing method is used in accounting for income on finance leases. Under this method the unearned lease income,
that is, the excess of aggregate lease rentals and the estimated residual value over the net investment (cost of leased assets)
is amortized to income over the term of the lease, so as to produce a constant periodic rate of return on net investment
outstanding in the leases.  

3.20 Segment reporting

A segment is a distinguishable component of the Company that is engaged in providing related products or services (business
segment), or in providing goods or services within a particular  economic environment (geographical segment), which is
subject to risks and returns that are different from those of other segments. The Company's format for segment reporting is
based on business segments. The business segments are determined based on the Company’s management and internal
reporting structure.

Segment results, assets and liabilities include items directly attributable to a segment as well as those that can be allocated
on a reasonable basis. Unallocated items comprise mainly corporate assets and liabilities, such as, cash and bank balances
and related income and expenses, and income tax assets and liabilities. 

Segment capital expenditure is the total cost incurred during the period to acquire property, plant and equipment. 

3.21 Dividend and appropriation to reserves

Dividend distribution to the Company's shareholders and appropriation to reserves are recognised in the financial statements
in the period in which these are approved.

4. SEGMENT INFORMATION

The Company’s primary format for segment reporting is based on the following business segments.

Industrial and Medical Gases

This segment covers business with large-scale industrial customers, typically in the oil, chemical, food and beverage, metals,
glass sectors and medical customers in healthcare sector. Gases and services are supplied as part of customer specific solutions.
These range from supply by pipeline or from dedicated on-site plants to the large users and supply by road tankers in liquefied
form to others. Gases for cutting and welding, hospitality, laboratory applications and a variety of medical purposes are also
distributed under pressure in cylinders. This segment also covers the supply of associated medical equipment.

Welding and Others

This segment covers sale of welding electrodes, packaged chemicals and a range of associated equipment, such as, cutting
and welding products and associated safety equipment.
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4.1 Segment results are as follows:

31 December 2008 31 December 2007

Industrial Welding Total Industrial Welding Total

and Medical and others and Medical and others

gases gases

(Rupees in '000)

Gross sales 2,138,278 591,350 2,729,628 2,001,497 434,571 2,436,068

Less:

Trade discount 1,899 -      1,899 3,232 -      3,232

Sales tax 201,011 73,377 274,388 206,277 52,044 258,321

202,910 73,377 276,287 209,509 52,044 261,553

Net sales 1,935,368 517,973 2,453,341 1,791,988 382,527 2,174,515

Less:

Cost of sales 1,128,171 489,523 1,617,694 897,211 343,283 1,240,494

Distribution and marketing

  expenses 153,283 5,398 158,681 141,176 5,693 146,869

Administrative expenses 125,668 4,426 130,094 113,922 4,780 118,702

1,407,122 499,347 1,906,469 1,152,309 353,756 1,506,065

Segment result 528,246 18,626 546,872 639,679 28,771 668,450

Unallocated corporate expenses

- Other operating expenses (54,948) (58,485)

- Other operating income 58,471  75,901

3,523  17,416

Operating profit 550,395  685,866

Finance costs (2,702) (3,496)

Income tax (145,587) (223,321)

Profit for the year 402,106  459,049

4.2 Transfers between business segments are recorded at cost. There were no inter segment transfers during the year.



4.3 The segment assets and liabilities at 31 December 2008 and capital expenditure for the year then ended are as follows:

31 December 2008 31 December 2007

Industrial Welding & Total Industrial Welding & Total

and Medical others and Medical others

gases gases

(Rupees in '000)

- Segment assets 1,697,627 217,298 1,914,925 1,514,115 136,721 1,650,836

Unallocated assets 397,375 628,176

Total assets 2,312,300 2,279,012

-Segment liabilities 214,773 10,871 225,644 185,181 13,111 198,292

Unallocated liabilities 579,229 654,588

  Total liabilities 804,873 852,880

-Capital expenditure 416,681 673 417,354 66,561 -      66,561 

5. COST OF SALES

Raw materials consumed 276,652 234,311

Salaries, allowances and other benefits 5.1 154,051 143,633

Staff training, development and other expenses 1,074 654

Fuel and power 359,138 296,802

Depreciation 137,860 130,032

Repairs and maintenance 38,609 32,224

Consumable spares 67,209 23,654

Transportation expenses 113,671 93,955

Traveling and conveyance 16,010 12,796

Insurance 13,830 14,006

Liquidated damages 12,629 5,400

Rent, rates and taxes 3,505 1,757

Safety and security expenses 8,389 5,666

Other expenses 3,130 3,419

Cost of goods manufactured 1,205,757 998,309

Opening stock of finished goods 109,323 73,887

Purchase of finished goods 482,916 277,240

Write down of finished goods to net realisable value 28,809 381

Closing stock of finished goods (209,111) (109,323)

1,617,694 1,240,494

5.1 Salaries, allowances and other benefits include Rs. 7,251 thousand (2007: Rs. 6,878 thousand) in respect of staff retirement

benefits.

31 December 31 December

2008 2007

(Rupees in '000)
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6. DISTRIBUTION AND MARKETING EXPENSES

 
Salaries, allowances and other benefits  6.1 85,627 90,124
Technical assistance fee 26,795 27,034
Depreciation 3,409 2,941
Staff training, development and other expenses 1,854 789
Rent, rates and taxes 1,958 2,006
Repairs and maintenance 5,411 2,977
Traveling and conveyance 17,632 15,168
Safety and security expenses 2,299 1,606
Insurance 357 1,806
Provision / (reversal of provision) for doubtful debts 4,695 (4,760)
Communications and stationery 5,101 4,599
Advertising and sales promotion 243 371
Other expenses 3,300 2,208

158,681 146,869

6.1 Salaries, allowances and other benefits include Rs.6,432 thousand (2007: Rs. 10,210 thousand) in respect of staff retirement
benefits.

7. ADMINISTRATIVE EXPENSES

Salaries, allowances and other benefits 7.1 69,389 64,694
Directors' fee and remuneration 2,695 1,983
Staff training, development and other expenses 3,363 1,421
Depreciation 7,548 6,346
Repairs and maintenance 10,982 14,899
Traveling and conveyance 18,097 11,411
Insurance 1,389 2,207
Rent, rates and taxes 439 409
Safety and security expenses 3,239 2,586
Communications and stationery 8,526 8,660
Other expenses 4,427 4,086

130,094 118,702

7.1 Salaries, allowances and other benefits include Rs. 5,624 thousand (2007: Rs. 6,024 thousand) in respect of staff retirement
benefits. 

8. OTHER OPERATING EXPENSES

Workers' profits participation fund 29,494 37,118
Workers' welfare fund 11,204 14,036
Legal and professional charges 4,933 4,718
Auditors' remuneration 8.1 1,425 1,384
Exchange loss - net 6,483 -
Donations 8.2 690 465
Others 719 764

54,948 58,485

31 December 31 December

2008 2007

(Rupees in '000)



8.1 Auditors' remuneration

Audit fee 700 600

Audit of provident, gratuity, pension and workers' profits participation fund and

fee for special certifications and sundry advisory services 437 368

Fee for review of half yearly financial statements 220 185

Out-of-pocket expenses 68 231

1,425 1,384

8.2 Donations include Rs. 160 thousand (2007: Rs. 160 thousand) to Pakistan Centre for Philanthropy, Islamabad. One of the

Company's director, Mr. M. Towfiq H. Chinoy, is also a director of the Pakistan Center for Philanthropy.

9. OTHER OPERATING INCOME

Mark-up income on: 

- savings accounts 577 1,063

- deposit accounts 26,277 28,777

- loan to pension fund  -      178

Income on investment in finance lease  15,062 17,437

Exchange gain - net -      10,449

Gain on disposal of property, plant and equipment 4,495 7,421

Insurance commission 969 579

Liabilities no more payable written back 9,345 9,005

Others 1,746 992

58,471 75,901

10. FINANCE COSTS

Mark-up on: 

- long term finance  -     121

- short term running finances 703 253

Interest on workers' profits participation fund 207 1,703

Bank charges 1,184 1,202

Guarantee commission and service charges 608 217

2,702 3,496

11. TAXATION 

Current 

- for the year 204,537 237,587

- for prior years (38,849) (12,231)

Deferred (20,101) (2,035)

145,587  223,321

31 December 31 December

2008 2007

(Rupees in '000)
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11.1 Relationship between tax expense and accounting profit

The tax on the Company’s profit before tax differs from the theoretical amount that would arise using the Company’s applicable

tax rate as follows:

Profit before taxation 547,693  682,370

Tax at the applicable tax rate of 35% (2007: 35%) 191,693  238,830

Tax effect of non-deductible expenses 3,740  372

Effect of tax under final tax regime (10,997) (11,710)

Effect of prior years (reversal) - net (38,849) (4,171)

Tax expense for the year 145,587  223,321

11.2 Income tax assessments of the Company have been finalised upto and including assessment year 2002-2003 under the

provisions of Income Tax Ordinance 1979 (The repealed ordinance). Income tax returns filed for subsequent years / periods

upto tax year 2007 by the Company are deemed to be assessed under section 120 of the Income Tax Ordinance, 2001.

However, income tax  return filed for tax year 2008 has been selected for audit under section 177 of the Income Tax Ordinance

2001.

12. EARNINGS PER SHARE – basic and diluted

Basic earnings per share is calculated by dividing the profit attributable to equity holders of the Company by the weighted

average number of ordinary shares in issue during the year.

There is no dilutive effect on the basic earnings per share of the Company.

Profit for the year 402,106 459,049

(Number in '000)

Weighted average number of ordinary shares 25,039 25,039

(Rupees)

Earnings per share - basic and diluted 16.06 18.33

13. PROPERTY, PLANT AND EQUIPMENT

Operating assets 13.1 1,029,650 836,890

Capital work-in-progress 13.5 98,722 24,300

1,128,372 861,190

31 December 31 December

2008 2007

 (Rupees in '000)

31 December 31 December

2008 2007

(Rupees in '000)
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13.1 Operating assets
Freehold Leasehold Buildings on Plant and Vehicles Furniture Office Total

Land Land freehold leasehold customers’ machinery and fittings equipments
land land land

(Rupees in’000)
As at 1 January 2007:
 - Cost 351 10,526 9,376 42,568 18,438 1,762,433 48,115 11,590 41,451 1,944,848
 - Accumulated depreciation  -  (2,176) (6,380) (21,098) (5,731) (908,046) (29,490) (10,910) (27,092) (1,010,923)
 - Net book value 351 8,350 2,996 21,470 12,707 854,387 18,625 680 14,359 933,925

Additions including transfers -  -      -      -      -      35,865 4,653 -     2,676 43,194

Disposals:
Cost -  -      -      -      -      (8,584) (2,604) (23) (184) (11,395)
Accumulated depreciation -  -      -      -      -      8,584 2,536 23 106 11,249

-  -      -      -      -      -      (68) -     (78) (146)

Write offs:
Cost -  -      (35) (3,021) -      -      -     -     -     (3,056)
Accumulated depreciation -  -      35 2,257 -      -      -     -     -     2,292

-  -      -      (764) -      -      -     -     -     (764)

Depreciation charge -  (857) (303) (2,238) (444) (123,347) (5,503) (226) (6,401) (139,319)

Net book value as at 31 December 2007 351 7,493 2,693 18,468 12,263 766,905 17,707 454 10,556 836,890

Additions including transfers 13.5 -  -     -      10,500 1,202 307,986 13,011 3,567 6,666 342,932

Disposals: 13.2
Cost  -  -      -      -      -      (120) (5,422) (184) (4,453) (10,179)
Accumulated depreciation -  -      -      -      -      119 4,255 180 4,270 8,824

-  -      -      -      -      (1) (1,167) (4) (183) (1,355)

Depreciation / impairment 13.3 -  (857) (303) (1,309) (1,338) (130,792) (7,132) (395) (6,691) (148,817)
& 13.4

Net book value as at 31 December 2008 351 6,636 2,390 27,659 12,127 944,098 22,419 3,622 10,348 1,029,650

As at 31 December 2007:
 - Cost 351 10,526 9,341 39,547 18,438 1,789,714 50,164 11,567 43,943 1,973,591
 - Accumulated depreciation -  (3,033) (6,648) (21,079) (6,175) (1,022,809) (32,457) (11,113) (33,387) (1,136,701)
 - Net book value 351 7,493 2,693 18,468 12,263 766,905 17,707 454 10,556 836,890

Annual rate of depreciation (%) -  5 2.5 to 5 2.5 to 5 2.5 to 5 5 to 10 7 to 25 10 10 to 33.33

  As at 31 December 2008:
 - Cost 351 10,526 9,341 50,047 19,640 2,097,580 57,753 14,950 46,156 2,306,344
 - Accumulated depreciation -  (3,890) (6,951) (22,388) (7,513) (1,153,482) (35,334) (11,328) (35,808) (1,276,694)
 - Net book value 351 6,636 2,390 27,659 12,127 944,098 22,419 3,622 10,348 1,029,650

Annual rate of depreciation (%) -  5 2.5 to 5 2.5 to 5 2.5 to 5 5 to 10 7 to 25 10 10 to 33.33

As at 31 December 2008, plant and machinery included cylinders and Vaccum Insulated Equipments held by third parties, having cost and net book values as follows:

Cost Net book value
2008 2007 2008 2007

(Rupees in ‘000)
Cylinders 53,030 39,415 18,463 9,637
Vacuum Insulated Equipment 244,156 201,543 139,288 111,693

297,186 240,958 157,751 121,330
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13.2 The details of operating assets disposed off during the year are as follows:

 Cost Accumulated Net book Sales Mode of Particulars of

depreciation value proceeds disposal purchasers

(Rupees in '000)

Computer hardware 85 17 68 67 Insurance claim IGI Insurance

Vehicles 620 193 427 310 As per company Maj. (R) Hidayatullah

1,288 549 739 644 policy Mr. S. A. Hadi

1,908 742 1,166 954

Book value upto

  Rs. 50,000 each 8,186 8,065 121 4,829 Quotations Various

 10,179 8,824 1,355 5,850

13.3 Depreciation / impairment has been allocated as follows:

Cost of sales 137,860 130,032

Distribution and marketing expenses 3,409 2,941

Administrative expenses 7,548 6,346

148,817 139,319

13.4 Operating assets having a net book value of Rs. 3,446 thousand  as at 31 December 2008 and having an estimated scrap

value of Rs. 350 thousand, have been impaired owing to the obsolescence and physical condition  of the respective assets.

31 December 31 December

2008 2007

 (Rupees in '000)
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13.5 Capital work-in-progress

Plant Vehicles Furniture, Total

and fittings

machinery and office

equipments

(Rupees in '000)

As at 1 January 2007 422 -      511 933

Additions during the year 48,236 12,564 5,761 66,561

Transfers during the year (35,865) (4,653) (2,676) (43,194)

As at 31 December 2007 12,793 7,911 3,596 24,300

Additions during the year 13.5.1 400,207 7,425 9,722  417,354

Transfers during the year 13.5.1 (319,688) (13,011) (10,233) (342,932)

As at 31 December 2008 93,312 2,325  3,085 98,722

13.5.1 This includes capital expenditure amounting to Rs. 207,365 thousand on account of capitalization of a 23 Tons Per Day

(TPD) Carbon Dioxide (CO2) plant at Port Qasim.

14. NET INVESTMENT IN FINANCE LEASE

31 December 2008

Minimum Finance Principal

lease income for outstanding

payments  future periods

---------------(Rupees in '000)--------------

Not later than one year 71,556 12,534 59,022

Later than one year and not later than five years 259,514 22,907 236,607

Later than five years 3,416 35 3,381

262,930 22,942 239,988

334,486 35,476 299,010

31 December 2007

Minimum Finance Principal

lease income for outstanding

payments  future periods

----------------(Rupees in '000)--------------

Not later than one year 74,365 15,063 59,302

Later than one year and not later than five years 311,181 33,290 277,891

Later than five years 41,962 2,186 39,776

353,143 35,476 317,667

427,508 50,539 376,969
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15. LONG TERM LOANS - secured, considered good

Loans to employees 15.1 5,780  6,555

Recoverable within one year shown under current assets 19 (4,612) (4,652)

1,168  1,903

15.1 Reconciliation of the carrying amount of loans

31 December 2008 31 December 2007

Other Total Executives Other Pension Total

Employees Employees Fund

-------------------------------------(Rupees in '000)---------------------------------------

Balance at beginning of the year 6,555 6,555 350 6,241 15,000  21,591 

Disbursements 6,646 6,646 -    7,716 -       7,716 

Repayments (7,421) (7,421) (350) (7,402) (15,000) (22,752)

Balance at end of the year 5,780 5,780 -    6,555 -       6,555

15.2 These include interest free transport loans and Company loans given to employees in accordance with the terms of employment.

These loans are secured against retirement benefits of the employees.

16. STORES AND SPARES

Stores 2,384  1,957

Spares 140,206  138,214

In transit 1,030  9,399

143,620  149,570

Provision against slow moving stores and spares (59,908) (21,788)

83,712  127,782

31 December 31 December

2008 2007

 (Rupees in '000)

31 December 31 December

2008 2007

 (Rupees in '000)



16.1 With effect from 01 January 2008, the management has revised the estimate of provision for slow moving stores and spares
so as to bring it in line with the Group policy. 

The above change has been accounted for as a change in accounting estimate in accordance with International Accounting
Standard (IAS) 8, “Accounting Policies, Changes in Accounting Estimates and Errors” and the effect of change has been
recognized in the profit and loss account of the current year.

Had there been no change in accounting estimate the profit before taxation for the year would have been higher by
Rs. 32,871 thousand with corresponding effect on the net book value of stores and spares as at 31 December 2008.

17. STOCK-IN-TRADE

Raw and packing materials 28,140 41,268
In transit 9,025 5,773

37,165 47,041
Finished goods
 - in hand 109,711 99,709
 - bonded warehouse 89,514 -
 - in transit 9,886 9,614

209,111 109,323
246,276 156,364

17.1 The cost of raw and packing materials and finished goods has been adjusted to net realisable value by Rs. 39,830 thousand
(2007: Rs. 6,319 thousand). 

17.2 Raw material and finished goods include inventories with a value of Rs. 6,345 thousand (2007: Nil) which are held by a
third party. 

18. TRADE DEBTS - unsecured

Considered good 18.1 157,555  128,531
Considered doubtful 11,521  7,621

169,076  136,152

Provision for doubtful debts (11,521) (7,621)
157,555  128,531

18.1 These include balances due from related parties amounting to Rs. 1,633 thousand (2007: Rs. 252 thousand).

19. LOANS AND ADVANCES - considered good

Loans to employees - secured 15 4,612 4,652
Advances
- employees 590 877
- suppliers 6,423 3,965

7,013 4,842
11,625 9,494

31 December 31 December

2008 2007

 (Rupees in '000)
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31 December 31 December
2008 2007

 (Number of shares)



24. LONG TERM DEPOSITS

Cylinders 103,121 94,501

Others 9,880 9,880

113,001 104,381

These deposits are non-interest bearing and refundable to customers on return of cylinders, and for others upon cancellation

of arrangements. 

25. DEFERRED LIABILITIES

Deferred taxation 25.1 223,421 241,334

Post retirement medical benefits 32.1 5,703 35,841

229,124 277,175

25.1 Deferred taxation

Taxable temporary differences:

 - accelerated depreciation allowance 160,690 137,155

 - net investment in finance lease 104,654 131,939

 - actuarial gain on pension fund 9,923 9,236

 - actuarial gain on post retirement medical benefits 786 600

Deductible temporary differences:

 - slow moving stores and spares and stock-in-trade (34,908) (9,837)

 - post retirement medical benefits (1,996) (13,144)

 - actuarial loss on gratuity (2,322) (3,977)

 - restructuring cost (328) (377)

 - doubtful receivables and other provisions (13,078) (10,261)

223,421  241,334

26. SHORT TERM BORROWINGS - secured

The Company has arranged short-term running finance facilities from certain banks. The overall facility for these running

finances under mark up arrangements amounts to Rs.185,000 thousand (2007 : Rs.185,000 thousand). The rate of mark-

up in the running finance facilities ranges between 10.5% to 16.45%. The arrangements are secured by way of first pari

passu charge against hypothecation of Company's stock-in-trade and trade debts.

The facilities for opening letters of credit and issuing guarantees as at 31 December 2008 amounted to Rs. 360,000 thousand

(2007: Rs. 160,000 thousand) of which the amount remaining unutilised as at the year end was Rs.179,677 thousand

(2007: Rs. 52,007 thousand). 

31 December 31 December

2008 2007

 (Rupees in '000)
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31 December 31 December

2008 2007

 (Rupees in '000)
27. TRADE AND OTHER PAYABLES

Creditors 27.1 112,643 52,901

Accrued liabilities 27.2 228,366 195,900

Advances from customers 27.3 12,836 17,315

Payable to staff gratuity fund 32.2 -     11,863

Sales tax payable -     8,329

Workers' profits participation fund 27.4 -     38,821

Workers' welfare fund 17,239 18,609

Unclaimed dividends 15,697 17,000

Others 3,650 2,600

390,431 363,338

27.1 These include balances due to related parties amounting to Rs. 12,490 thousand (2007: Rs.108 thousand).

27.2 Includes balance due to parent company amounting to Rs. 52,647 thousand (2007: Rs. 48,908 thousand).

27.3 These include amounts due to the related parties amounting to Rs. 15 thousand (2007: Rs. 26 thousand).

27.4 The liability for Workers' Profit Participation Fund has been settled in full on the balance sheet date.

28. PROVISIONS

Sales tax Vendor/ Restructuring Total

(note 28.1) contractor cost  

claims

(note 28.1)

(Rupees in '000)

Opening balance 22,105 17,389 1,078 40,572

Additions during the year 577 1,623 -      2,200

22,682 19,012 1,078 42,772

Payments / transfer (10,651) (207) (142) (11,000)

Reversals (3,134) -      -      (3,134)

(13,785) (207) (142) (14,134)

 8,897 18,805 936 28,638

28.1 These represent provisions for sales tax and claims by vendor/contractor against the Company, the outcome of these claims

is not likely to give rise to any significant loss beyond that provided for.
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29. CONTINGENCIES AND COMMITMENTS

Contingencies

29.1 In January 2005, the Sales Tax Authorities issued a show cause notice demanding sales tax on sales of Nitrous Oxide made

by the Company during the period from April 2002 to February 2004, amounting to Rs. 14,278 thousand plus additional tax.

The notice was issued on the grounds that Nitrous Oxide was not exempt under SRO 208(1)/2002 dated 5 April 2002. The

Company’s view that Nitrous Oxide being medicament classifiable under chapter 30 of the First Schedule of the Customs

Act, 1969 and used as an anesthetic agent in hospitals was exempt through SRO 555(1)/2002 dated 23 August 2002, was

upheld by Customs, Excise and Sales Tax Appellate Tribunal in September 2005.

The Sales Tax Department ("Department") filed a reference against the aforesaid order of the Appellate Tribunal before

the Sindh High Court. The Sindh High Court did not admit the reference application on the grounds that it was not within

its competence to reinterpret the law as the matter had already been decided by the Supreme Court of Pakistan.

The Department then filed a Civil Petition for leave to appeal in the Supreme Court of Pakistan against the aforesaid Sindh

High Court Judgement which was also dismissed vide its judgement dated 22 March 2007. Subsequently, the department

has filed a Civil Review Petition against the said judgement which is pending before the Supreme Court.

No provision, has been made in the financial statements for the alleged demand as the management is confident that the

Company’s view in this respect will be finally upheld.

29.2 The Company has disputed the unilateral increase in rentals of one of its leased premises being exorbitant, unreasonable

and unjustified, a view supported by the Company’s legal advisor. The amount not acknowledged as debt in this regard

as at 31 December 2008 amounted to Rs. 26,845 thousand (2007: Rs. 25,155 thousand).

29.3 Claims against the Company not acknowledged as debt amounted to Rs. 20,000 thousand (2007 : Rs. 23,838 thousand)

as the management is confident that ultimately these claims would not be payable.

Commitments

29.4 The Company has guaranteed repayment of loans given by a bank to certain members of the Company’s staff. The amount

of such loans outstanding as at 31 December 2008 amounted to Rs.3,309  thousand (2007: Rs. 991 thousand). 

29.5 Capital commitments outstanding as at 31 December 2008 amounted to Nil (2007: Rs. 28,566 thousand). 
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30. CASH GENERATED FROM OPERATIONS

Profit before taxation 547,693 682,370
Adjustments for:
Depreciation charge / Impairment 148,817  139,319
Gain on disposal of property, plant and equipment (4,495) (7,421)
Operating assets written off -     764
Mark-up income from savings account (577) (1,063)
Mark-up income from deposit accounts (26,277) (28,777)
Income on investment on finance lease (15,062) (17,437)
Mark-up income from loan to staff pension fund -     (178)
Finance costs 2,702  3,496
Post retirement medical benefits 899  3,926
Provision / (reversal of provision) for:
- Sales tax (2,557) 1,338
- Vendor / contractor claims  1,623  1,251
Working capital changes 30.1 (42,102) 103,435

610,664  881,023

30.1 Working capital changes

(Increase)/decrease in current assets:
Stores and spares 44,070  (17,227)
Stock-in-trade (89,912) (14,232)
Net investment in finance lease 280  (5,080)
Trade debts (29,024) 41,364
Loans and advances (2,131) 14,085
Deposits and prepayments (3,012) 16,190
Other receivables 20,373  (2,951)

(59,356) 32,149
Increase/(decrease) in current liabilities:
Trade and other payables 17,254  71,286

(42,102) 103,435
31. CASH AND CASH EQUIVALENTS

Cash and bank balances 22 334,478  546,915

32. STAFF RETIREMENT BENEFITS

The actuarial valuation of pension, gratuity and medical benefit schemes was carried out at 31 December 2008. The projected
unit credit method using the following significant assumptions, has been used for the actuarial valuation:

Pension Gratuity Medical
Fund Fund Scheme

Rate of discount 15% p.a. 15% p.a. 15% p.a.
Expected rate of return on investments 15% p.a. 15% p.a. -
Expected rate of increase in post retirement benefits 13% p.a. - -
Expected rate of increase in future salaries - 15% p.a. -
Medical cost escalation rate -  - 12% p.a.

31 December 31 December

2008 2007

 (Rupees in '000)
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32.1 The amounts recognised in balance sheet are as follows:
 31 December 2008

Pension Gratuity Medical Total
Fund Fund Scheme 

 -----------------------(Rupees in '000)----------------------
Present value of defined benefit obligation 45,830 92,337 5,703 143,870
Fair value of plan assets (53,442) (96,555) -      (149,997)

(7,612) (4,218) 5,703 (6,127)
Unrecognised non-vested benefits -      -       -      -
(Asset) / liability in balance sheet (7,612) (4,218) 5,703 (6,127)

Present value of defined benefit obligation
beginning of the year 55,686 101,403 35,841 192,930

Current service cost -      5,574 1,166 6,740
Interest cost 4,941 9,969 3,336 18,246
Actuarial (gains) on obligations (2,689) (3,816) (532) (7,037)
(Gain) on settlement -      -       (3,544) (3,544)
Benefits paid (12,108) (20,793) (30,564) (63,465)
Present value of defined benefit obligation - closing date 45,830 92,337 5,703 143,870

Fair value of plan assets - beginning of the year (83,822) (89,540) -      (173,362)
Expected return on plan assets (7,754) (8,839) -      (16,593)
Actuarial losses / (gains) 726 (911) -      (185)
Benefits paid 12,108 20,793 -      32,901
Contribution to fund 25,300 (18,058) -      7,242
Fair value of plan assets - closing date (53,442) (96,555) -      (149,997)

The following amounts have been charged in the profit and loss account in respect of these benefits: 

Current service cost -      5,574 1,166 6,740
Received from Malaysia -      (49) (59) (108)
Current service cost - net -      5,525 1,107 6,632
Interest cost 4,941 9,969 3,336 18,246
Expected return on plan assets (7,754) (8,839) -      (16,593)
Gain on settlement -      -      (3,544) (3,544)

(2,813) 6,655 899 4,741

Actual return on plan assets 8,539 8,033 -      16,572
Expected contributions to funds in the following year (1,142) 5,150 828 4,836
Expected benefit payments to retirees in the following year 2,833 4,713 -      7,546
Accumulated actuarial (gains) / losses recognised in equity (28,352) 6,635 (2,245) (23,962)

Composition / fair value of plan assets (Percent %)
used by the fund

Equity / Mutual funds 1 5
Debt instruments 96 92
Others 3 3

Expected return on plan assets used by the fund 
Expected return on equity / mutual funds 10 10
Expected return on debt instruments 15 15
Expected return on others 6 6
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The  actuarial valuation was carried out at 31 December 2007, using the following significant assumptions:

Pension Gratuity Medical
Fund Fund Scheme

Rate of discount 10% p.a. 10% p.a. 10% p.a.
Expected rate of return on investments 10% p.a. 10% p.a. -
Expected rate of increase in post retirement benefits 8% p.a. - -
Expected rate of increase in future salaries 10% p.a. 10% p.a. -
Medical cost escalation rate - - 7% p.a.

The expected rate of increase in future salaries has been assumed at 12% to 13% per annum for the first three years and
thereafter at 10% per annum

 31 December 2007
Pension Gratuity Medical Total

Fund Fund Scheme 
(Rupees in '000)

Present value of defined benefit obligation 55,686 101,403 35,841 192,930
Fair value of plan assets (83,822) (89,540) -      (173,362)

(28,136) 11,863 35,841 19,568
Unrecognised prior service cost  -      -      -      -
(Asset) / liability in balance sheet (28,136) 11,863 35,841 19,568

Present value of defined benefit obligation -
beginning of the year 56,958 107,990 34,149 199,097

Current service cost 676 5,169 1,098 6,943
Interest cost 5,019 9,360 3,083 17,462
Actuarial (gains) / losses on obligations 7,560 8,326 (1,900) 13,986
Benefits paid (14,527) (29,442) (589) (44,558)
Present value of defined benefit obligation - closing date 55,686 101,403 35,841 192,930

Fair value of plan assets - beginning of the year (86,553) (100,627) -      (187,180)
Expected return on plan assets (7,089) (7,205) -      (14,294)
Actuarial (gains) / losses (5,298) (4,990) -      (10,288)
Benefits paid 14,527 29,442 -      43,969
Contribution to fund 591 (6,160) -      (5,569)
Fair value of plan assets - closing date (83,822) (89,540) -      (173,362)

The following amounts have been charged in the profit and loss account in respect of these benefits:

Current service cost 676 5,169 1,098 6,943
Received from Malaysia -      (216) (255) (471)
Current service cost - net 676 4,953 843 6,472
Interest cost 5,019 9,360 3,083 17,462
Expected return on plan assets (7,089) (7,205) -      (14,294)
Amortisation of non-vested benefits -      -      -      -

(1,394) 7,108 3,926 9,640

Actual return on plan assets 12,387 12,195 -      24,582
Expected contributions to funds in the following year  -      6,948 -      6,948
Expected benefit payments to retirees

in the following year 12,560 8,761 1,065 22,386
Accumulated actuarial (gains) / losses

recognised in equity (26,389) 11,362 (1,713) (16,740)
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Composition / fair value of plan assets used (Percent %)

by the fund

Equity 15 1

Debt instruments 80 93

Others 5 6

Expected return on plan assets used by the fund

Expected return on equity 11 11

Expected return on debt instruments 9 9

Expected return on others 5 5

32.2 Historical information: 2008 2007 2006 2005 2004

 (Rupees in '000)

Present value of the defined benefit obligation 143,870 192,930 199,097 249,440 372,743

Fair value of plan assets (149,997) (173,362) (187,180) (165,839) (303,681)

(Surplus) / deficit  in the plan (6,127) 19,568 11,917 83,601 69,062

Experience adjustments arising

  on plan liabilities (7,000) 13,986 (2,642) 22,923 -

Experience adjustments arising

  on plan assets (185) (10,288) (55,809) (18,196) -

In 2005 and 2004 Company's year end was 30 September, therefore, the actuarial valuation was carried out on the same 

date.

33. REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES

31 December 2008 31 December 2007

Chief Executive Chief Executive

Executive Director Executives Executive Director Executives

--------------------------------------(Rupees in '000)---------------------------------------

Managerial remuneration 8,432 1,527 33,318 7,614 4,165 28,225

Bonus, house rent, utilities etc. 5,544 2,635 26,702 2,101 944 12,518

Company's contribution to pension,

gratuity and provident funds 2,008 351 9,766 1,735 586 6,967

Compensated absences -    853 980 -    -    1,105

Restructuring cost -    -   -     -    -    5,990

Medical  and  others 818 2,005 13,491 155 60 1,474

16,802 7,371 84,257 11,605 5,755 56,279

Number of persons (including those 

who worked part of the year) 1 2 37 1 1 29
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33.1 The Chief Executive, Executive Director and certain executives of the Company are provided with free use of cars as per

terms of employment. 

33.2 Aggregate amount charged in the financial statements for fee to four directors was Rs. 288 thousand (2007: four directors

– Rs. 213 thousand). 

33.3 Bonus includes amount payable in cash to Chief Executive and one of the executives Rs. 471 thousand and Rs.185 thousand

(2007: Rs. 281 thousand and Rs. 111 thousand) respectively, on completion of qualifying period of service, based on share

value  of ultimate parent company.

33.4 Other fee and remuneration paid to Non-executive directors are as follows:

Remuneration to Chairman of the Board of Directors 1,920 1,440

Remuneration to Chairman of Board Audit Committee 486 330

2,406 1,770

34. FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES

34.1 Financial assets and liabilities

31 December 2008

Interest/mark-up bearing Non-Interest/mark-up bearing Total Effective

Maturity Maturity Sub total Maturity Maturity Sub total rate of

upto after upto after interest

one year one year one year one year %

-----------------------------------------(Rupees in '000)----------------------------------------

Financial assets

Loans and advances -       -    -     4,612 1,168 5,780 5,780 -

Deposits -       -    -     14,427 10,623 25,050 25,050 -

Trade debts -       -    -     157,555 -      157,555 157,555 -

Other receivables -       -    -     19,319 -      19,319 19,319 -

Cash and bank balances 224,986 -    224,986 109,492 -     109,492 334,478 5 to 12.6

224,986 -     224,986 305,405 11,791 317,196 542,182

Financial liabilities

Long term deposits -       -    -       -      113,001 113,001 113,001 -

Trade and other payables -       -    -       360,356 -     360,356 360,356 -

 -      -    -       360,356 113,001 473,357 473,357 

On balance sheet gap 224,986 -    224,986 (54,951) (101,210) (156,161) 68,825 

Off balance sheet items

Guarantees outstanding 63,119 -    63,119 -       -        -        63,119

Letters of credit 117,204 -    117,204 -       -       -        117,204

180,323 -    180,323 -       -       -       180,323

31 December 31 December

2008 2007

 (Rupees in '000)
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31 December 2007

Interest/mark-up bearing Non-Interest/mark-up bearing Total Effective

Maturity Maturity Sub total Maturity Maturity Sub total rate of

upto after upto after interest

one year one year one year one year %

------------------------------------------------(Rupees in '000)-------------------------------------------------------

Financial assets

Loans and advances -      -    -      4,652 1,903 6,555 6,555 -

Deposits -      -    -      11,132 9,839 20,971 20,971 -

Trade debts -      -    -      128,531 -      128,531 128,531 -

Other receivables -      -    -      47,820 -      47,820 47,820 -

Cash and bank balances 410,282 -    410,282 136,633 -      136,633 546,915 4 to 10

410,282 -    410,282 328,768 11,742 340,510 750,792

Financial liabilities

Long term deposits -      -    -      -      104,381 104,381 104,381 -

Trade and other payables -      -    -      280,264 -      280,264 280,264 -

-      -    -      280,264 104,381 384,645 384,645

On balance sheet gap 410,282 -    410,282 48,504 (92,639) (44,135) 366,147

Off balance sheet items

Guarantees outstanding 47,799 -    47,799 -      -      -      47,799

Letters of credit 60,194 -    60,194 -      -      -      60,194

Capital commitments -      -    -      28,566 -      28,566 28,566

107,993 -    107,993 28,566 -      28,566 136,559

34.2 Financial risk management

The Company’s activities expose it to a variety of financial risks: market risk (including currency risk, fair value interest rate
risk and price risk), credit risk, liquidity risk and cash flow interest rate risk. The Company’s overall risk management
programme focuses on the unpredictability of financial markets and seeks to minimize potential adverse effects on the
Company's financial performance. 

Risk management is carried out by the management under policies approved by the Board of Directors.

a) Market risk

i) Foreign exchange risk

The Company is exposed to foreign exchange risk arising from currency exposures.
Foreign exchange risk arises from future commercial transactions and recognised assets and liabilities, denominated
in a currency that is not the Company's functional currency.
To manage the foreign exchange risk arising from future commercial transactions and recognised assets and
liabilities, the Company uses forward contracts. The Company ensures that its net exposure is kept to an acceptable
level at all times.The Company's ability to mitigate foreign exchange risk has however been curtailed as a result of
State Bank of Pakistan regulation by way of which issuance of new forward covers against letters of credit has been
disallowed.
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ii) Price risk

The Company is not exposed to price risk as it has no investments as available for sale or at fair value through profit
or loss.

b) Credit risk

Credit risk represents the risk of loss that would be recognised at the reporting date if counter parties failed to perform
as contracted. The Company’s credit risk is primarily attributable to its receivables and its balances at bank. The credit
risk on liquid funds is limited because the counter parties are banks with reasonably high credit ratings. Out of the total
financial assets of Rs. 542,182 thousand, the financial assets which are subject to credit risk amount to Rs.201,924
thousand. The Company mostly deals with reputable organisations and believes it is not exposed to any major concentration
of credit risk. The Company has policies that limit the amount of credit exposure to any customer or financial institution.

c) Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities and the availability of
funding through an adequate amount of committed credit facilities. The Company’s treasury aims at maintaining flexibility
in funding by keeping committed credit lines available.

d) Cash flow and fair value interest rate risk

As the Company has no significant interest rate risk bearing assets, the Company’s income and operating cash flows are
substantially independent of changes in market interest rates.

The Company’s interest rate risk arises from borrowings. Borrowings issued at variable rates expose the Company to
cash flow interest rate risk. As there are no borrowings at fixed rates, the Company is not exposed to fair value interest
rate risk.

34.3 Fair values of financial assets and liabilities

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable willing parties
in an arms length transaction.

The carrying values of all financial assets and liabilities reflected in the financial statements approximate their fair values. 

35. CAPITAL MANAGEMENT

The Company's objectives when managing capital are:

- to safeguard the entity’s ability to continue as a going concern, so that it can continue to provide returns for shareholders
and benefits for other stakeholders; and

- to maintain a strong capital base to support the sustained development of its businesses.

The Board's policy is to maintain a strong capital base so as to maintain investor, creditor and market confidence and to
sustain future development of the business. The Board of Directors also monitors the level of dividends to the ordinary
shareholders.

The Company is not subject to externally imposed capital requirements. 
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36. TRANSACTIONS WITH RELATED PARTIES

The related parties comprise of group companies, entities with common directors, major shareholders, key management

employees and retirement benefit funds. Transactions with related parties and associated undertakings other than those

which have been disclosed elsewhere in these financial statements, are as follows:

Nature of relationship Nature of transactions

The BOC Group Limited Technical assistance fee 26,795 27,034

(formerly BOC Group plc)

Software maintenance cost 2,457 5,007

Associated Companies Purchase of plant and machinery, plant

  spares, welding equipments and electrodes,

  gases and gas cylinders 115,380 14,320

Training cost of executives 365 -

Software support cost -   109

Related entities by virtue Income on savings accounts 901 8,850

  of common directorship

Mark - up on long term / short term finance 8 147

Sale of goods 16,985 9,732

Insurance premium 960 3,499

Rent & maintenance 426 474

Contributions to BOC Pakistan Limited Staff Provident Fund 7,724 7,696 

Contributions to Management Staff Defined Contribution Pension Fund 6,842 5,057

Contributions to Management Staff  Pension Fund (2,813) (1,394)

Contributions to BOC Pakistan Limited - Pakistan  Employees' Gratuity  Fund 6,655 7,108

31 December 31 December

2008 2007

 (Rupees in '000)
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Sales, purchases and other transactions with related parties are carried out on commercial terms and conditions. The cost of
technical assistance fee has been determined on the basis of agreement, duly acknowledged by the State Bank of Pakistan,
between the Company and The BOC Group Limited (formerly BOC Group plc) based on an agreed methodology consistently
 applied.

There are no transactions with key management personnel other than under their terms of employment, as disclosed elsewhere
in these financial statements. 

The related party status of outstanding balances as at 31 December 2008 is included in trade debts, other receivables and
trade and other payables, respectively. 

37. PRODUCTION CAPACITY

The normal production capacity (net of normal losses) at the end of the year was as follows:

Unit of Capacity (triple shift) Actual production Remarks
quantity 31 December 31 December 31 December 31 December

2008 2007 2008 2007

Oxygen/Nitrogen Cubic meters 52,248,000 52,248,000 45,860,546 44,955,472 -
Hydrogen Cubic meters 3,434,000 3,434,000 1,682,513 1,282,485 Dedicated supply scheme
Dissolved acetylene Cubic meters 836,000 836,000 130,725 142,129 Short fall in demand
Nitrous oxide Gallons 78,000,000 78,000,000 29,232,301 33,180,307 Short fall in demand
Welding electrodes Metric tons 2,400 2,400 1,976 2,202 -
Carbon dioxide Metric tons 27,850 * 19,800 10,937 12,397 Seasonal demand variation

*  Capacity for production of carbon dioxide includes the capacity of CO2 plant at Port Qasim commissioned in December 2008.

38. ACCOUNTING ESTIMATES AND JUDGEMENTS

Income taxes

In making the estimates for income taxes currently payable by the Company, the management looks at the current income
tax law and the decisions of appellate authorities on certain issues in the past. 

Provision for slow and non-moving stock

The management continuously reviews its inventory for existence of any items which may have become obsolete.
These estimates are based on historical experience and are continuously reviewed. 

Staff retirement benefits

Certain actuarial assumptions have been adopted as disclosed in these financial statements for valuation of present value
of defined benefit obligations and fair value of plan assets. Any changes in the assumptions in future years might effect gains
and losses in those years. 

Property, plant and equipment

The Company estimates the residual values and useful lives of property, plant and equipment. Any changes in these estimates
and judgements would have an impact on financial results of next and subsequent years.
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Trade debts and other receivables

Impairment loss against doubtful trade and other debts is made on a judgemental basis, which may differ in future years based

on the actual experience. The difference in provision, if any, would be recognised in the future periods. 

Impairment of assets 

In accordance with the accounting policy, the management carries out an annual assessment to ascertain whether any of the

Company's assets are impaired. This assessment may change due to technological developments. 

39. DATE OF AUTHORIZATION

These financial statements were authorized for issue on 27 February 2009 by the Board of Directors of the Company. 

40. CORRESPONDING FIGURES

Corresponding figures have been rearranged and reclassified, wherever necessary for the purposes of comparison. 

41. NON ADJUSTING EVENTS AFTER THE BALANCE SHEET

The Board of Directors in its meeting held on 27 February 2009 (i) approved the transfer of Rs. 81,295 thousand from

unappropriated profit to general reserve; and (ii) proposed a final dividend of Rs. 10 per share for the year ended 31 December

2008, amounting to Rs. 250,387 thousand for approval of the members at the Annual General Meeting to be held on 22 April

2009.

Munnawar Hamid OBE
Chairman

Syed Ayaz Bokhari
Chief Executive
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