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VISION

KOHAT CEMENT COMPANY LIMITED

Widen the spectrum of cement usage in Pakistan.

MISSION

Excel and grow through continuous improvement.

Provide good returns and security to the shareholders.

Fulfill obligations towards employees and Society.
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I 0000 KOHAT CEMENT COMPANY LIMITED

NOTICE OF ANNUAL GENERAL MEETING

NOTICE is hereby given that 29" Annual General Meeting of the sharehaolders of Kohat Cement Company Limited for the financial
year ended 307 June 2008 will be held on Friday, Qctober 31, 2008, at its registered office Kohat Cement Factory, Rawalpindi Road,
Kohat at 10:00 A.M., to fransact the following business:

ORDINARY BUS!NESS

: To canfirm the minutes of the Annual General Meeting held on Oclober 24, 2007,
2 To receive, consider and adopl the audited accounts of the Company for the year ended June 30, 2008 logather with

Auditors' and Directors' Reports therson,

3 To appoint Auditors for the year 2008-2009 and la fix their remuneralion. The present Auditors Mfs. KPMG Taseer Hadi &
Co., Chartered Accountants, refires and being eligible, offers them for reappointment.

4. To apprave issue of Bonus Shares @ 10% i.e. 10 (len) ordinary shares for every 100 (hundred) ordinary shares held as

recommended by the Board of Directors.

SPECIAL BUSINESS

5. Ta consider, and if thought fit, to pass the following resolution with or without modification as an Ordinary Resalution:

*RESOLVED that:

a)

A sum of Rs. 117,052 030/= out of the Share Premium Account be capitalized and applied for issuing of
11,705,203/= ordinary shares of Rs. 10 each and allotted as fully paid bonus shares to the members of the
Company whose names appear on the register of the members of the Company as at the close of business on
October 23, 2008 ir. proportion of ten such new shares for every hundred existing ordinary shares held and that
such new shares shall rank pari passu with the existing ordinary shares of the Company.

All fractional bonus shares be consolidated and sold in any Stock Exchange of Pakistan and the sale proceeds
thereof be donated to; any non-profit organization listed in Clause 61 of Part | of the Second Schedule to the
Income Tax Ordinance, 2001, or to any ather organization approved as a non-profit organization in terms of the
provisions of Income Tax Ordinance, 2001.

For the purpose of giving effect to the foregaing, the Direclors be and are hereby authorized to give such
directions as may be necessary and as they deem fitto settle any question or any difficulties that may arse in the
distribution of the said new shares orin the payment of the sale proceeds of the fractions.

6. Totransact any other business with the permission of the Chair.

(By Order of the Board)

-

(MOHAMMAD HASHIM KHAN)

Kohat: October 09, 2008 COMPANY SECRETARY
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I KOHAT CEMENT COMPANY LIMITED

Notes:

1 The register of members and the shara transfer books of the Company will be closed from Friday, October 24, 2008 to
Friday, October 31, 2008 (both days Inclusive). Physical transfers / CDS fransactions IDs received in order at the share
depariment of the Company, AZM Computer Services (Pvt.) Limited, 24-Ferozepur Road, Mozang Chungi, Lahore, uplo
the close of business on Thursday, October 23, 2008 will be treated in time for entiflement of bonus shares and to attend
Annual General Meeting.

2, A mamber enlilled to attend and vote al the Meeting may appoinl another member as hisher proxy to attend and vole on
his/her behalf. Proxies, in order to be effective, must be recelved at the Registered Office of the Company 48 hours before
the time of the holding of the Meeting. Form of proxy is enclosed herewith,

3 CDC shareholders are requested to bring their National Identity Card, Account and Participant's Number and will further
have to foliow the guidelines as laid down in the Securties & Exchange Commission of Pakistan's Circular No. 1 dated 26th
January 2000 while attending the Meeling for identification

4, The members should quote their folio number / CDS IDs in all comrespondence with the Company and at the time of
attending the Annual General Mesting.

5. The members are requested to notify immediately changes, if any, in their registered addresses.

STATEMENT UJS 160(1)(b) OF THE COMPANIES ORDINANCE, 1984
tem No.5 Tolssue Bonus Shares

Keeping in view the loss for the year and cash flow situation of the Company, the Board of Direclors does nol feel prudent to declare
any cash divided; however the Board of Directors has recommended increasing the paid up capital by issue of 11,705,203/= ordinary
shares as fully paid bonus shares by capitalization of Share Premium Account upto Rs. 117,052 030/= under Section 83(2)(d) of the
Companies Ordinance, 1984. None of the directors are interested in this business except lo the extent of their entitlerment 1o bonus
shares as ordinary members of the Company.
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I KOHAT CEMENT COMPANY LIMITED

DIRECTORS' REPORT TO THE SHAREHOLDERS
FOR THE FINANCIAL YEAR ENDED JUNE 30, 2008

Dear Members,

The Directors lake pleasure in presenting the Annual Report and Audited Financial Statements of your Company for the
year ended June 30, 2008,

Financial results - The net sales revenue for the year under review is Rs. 1,375.9 million (2007 Rs. 1,553.7 million)
reflecting a decline of 11.44% from previous year. The Company has suffered a pre-tax loss of Rs. 279.573 million (2007:
Pre-tax profit of Rs. 327.840 million) after accounting for all charges inclusive of depreciation of Rs. 103.949 million
(2007: Rs. 111.88 million) and Golden Hand Shake (GHS) payments to all the unionized permanent workers under
Voluntary Separation Scheme (VSS) of Rs. 267.286 million (2007: Rs. NIL). Downfall in the profitability of the Company
is mainly attributable to the following factors:

=  Lowercapacity utilization due toirregular power supply from WAPDA,
» Increasein costofinpul prices of coal, empty bags, diesel elc.
«  Paymentof GHS toall the unionized permanent workers under VSS.

The financial results for the year under review are as under:

Rupees in Thousand

2008 2007
{Loss)/Profit before taxation and GHS under VSS (12,287) 327,841
GHS payments under VSS _ (267,286) - S
(Loss)/Profit before taxation (279,573) 327841
Taxation: S
- Current - for the year 7123 23,932
- Deferred - for the year (64,256) (7,151)
- Deferred - for prior year - 62,692
(57,133) 79,473
(Loss)/Profit after taxation (222,440) 248 368
(Loss)/Earmings per share (Rupees) (1.90) 212

Plant Performance From its grey cement line the Company produced 428,937 tons of clinker by utilizing 79.43% of its
production capacity (2007: 506,040 tons @ 93.71% capacity utilization). Resulting in reduced dispatches of 452 401 tons
of grey cement  (2007: 524,132 tons). These figures include in house consumption of 9,946 tons (2007: 28,332 tons).
Decrease in production was due to irreqular power supply from WAPDA,

Dispatches of white cement were reduced to 20,325 tons (2007: 22,802 tons) due to low market demand,

Appropriations Keepingin view the loss for the year and cash flow situation of the Company in mind the Directors do not
feel prudent to declare any cash dividend, however, the Directors have proposed issuing of Bonus Shares in proportion of
10 (ten) ordinary shares for every 100 (hundred) ordinary shares held (i.e. @ 10%) by capitalizing the Share Premium
Account by an amountof Rs. 117,052,030 as permitted under Seclion 83(2)(d) of the Companies Ordinance, 1984,
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I KOHAT CEMENT COMPANY LIMITED

Market review Domestic consumption of cement during the year under review was 22 4 million tons showing a growth of
6.47% over the previous year, while export sales boosted to 7.72 million tons showing growth rate of 142 % over the
previous year. There was an overall increase of 24.32% in cemenl sales.

Exports During the year under review, the company exported 163,308 tons of grey cement and 5,493 tons of white
cement,

Exports to India In order to supply cement to India, the Company has obtained BIS Certification for Grey Cement from
Indian Government and has started exports to India. Whereas, the requisite registration process for white cement is
under process.

Future prospects The local demand has dampened in the current year but export demand is strong. There is a shortage
of transport for Karachi ports and the freight charges have sky rocketed resulting in reduced profits for the manufacturers
inthe north. Instability in the country along with reduced local demand and unprecedented inflation are all negative factors
for the cement sector. Your management expects tough times ahead and is planning accordingly.

Debt Obligations and Credit Rating The Company is current with its debl obligations. According to the Pakistan Credit
Rating Agency (PACRA) latest rating report, the long term rating of the enfity is A- (Single A minus) and the short term
rating is A2 (A Two), The rating denotes a low expectation of credit risk emanating from a strong capacity for timely
payment of financial commitmeants.

Significant plans and decisions

- Grey Cement Expansion Project By the Grace of Almighty Allah, Trial production from the new grey cement line of
', 700 TPD clinker capacity’ started on September 26, 2008 during the holy month of Ramadan.
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I KOHAT CEMENT COMPANY LIMITED

- Refinancing/Swapping of Long Term Debt During the year under review, the Company has swapped its existing
higher cost Term Finance facilifies of Rs. 3,640 million with low cost Redeemable Capilal (Sukuk Cerlificates) of Rs.
2,500 million and new term finance facility of Rs. 1,140 million. This exercise is going to result in substantial saving in
borrowing costs,

- Voluntary Separation Scheme (V5S) During the year under review, the Company offered VSS to all its permanent
unionized workers. The offer was accepled by all the workers and subsequently an amount of Rs. 267.286 million was
paid to these warkers as GHS.

Compliance with code of corporate governance

The management is fully aware of the Company's obligations for compliance with the Code of Corporate Govemnance as
incorporated in the Listing Regulations of all Stock Exchanges of Pakistan and steps are being taken for its effective
implementation within the allowed time frame. The various statements, as required by the Code, are given below:

- Presentation of financial statements - The financial statements prepared by the management present fairly the
Company's state of affairs, the resulls of its operations, cash flows and changes in equity.

- Books of account - The Company have maintained proper books of account.

- Accounting policies - Appropriate accounting policies have been consistently applied, except for change stated in
note no. 3.9, in preparation of financial statements and accounting estimates are based on reasonable and prudent
judgment.

- Compliance with International Financial Reporting Standards (IFRS) - Intemational Financial Reporting
Standards, as applicable in Pakistan, have been followed in preparation of the financial statements to ensure the frue
and fair view of the Company’s financial position.

- Internal control system - The system ofinternal control is sound in design and has been effectively implemented and
is being monitored continuously. The review will continue in future for the improvement in controls.

- Going concern - There are no significant doubts upon the Company's ability to continue as a going concem,

- Best Practices of Corporate Governance - There has been no material departure from the Best Practices of
Corporate Govemnance, as detailed in the Listing Regulations wherever applicable to the Company for the year ended
June 30, 2008,

Financial highlights - Key operaling & financial data of last eight years is included in this report,

Outstanding statutory dues - The outstanding statutory dues on account of taxes, duties, levies and charges are
disclosed in note no. 10.

Statement on value of staff retirement funds - The value of investments as at June 30, 2008 in respect of retirement
fundsis as under:

- Provident fund Rs. 40.782 million Un-audited
- Gratuity fund Rs. 3.727 million Un-audited

Actuanial valuation of Gratuity as required under IAS 19 has been carried out.
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Board meetings - During the year four meetings of the Board of Directors were held. Attendance by each director at
the Board meeting is as under:

Name of director No. of meetings attended

Mrs. Khawar Sultana

Mr. Aizaz Mansoor Sheikh
Mr. Nadeem Atta Sheikh
Mr. Tarig Atta Sheikh

Mrs. Ghazala Amjad

Mr. Omer Aizaz Sheikh
Mrs. Hafsa Nadeem

B P b B e PO B

The Directors who could nol attend the Board Meeling were duly granled leave of absence from the meeting by the Board
in accordance with the law.

Trading in Company's shares - Movement in Directors, CEQ and their spouses and minor children shareholding is
given as under:

Bonus Shares Shares
allotted Sold

i) Mrs. Khawar Sultana Chairperson/Director 138,348 -
i) Mr, Aizaz Mansoor Sheikh CEOQ / Director 3,071,004 .
i) Mr. Tariq Atta Sheikh Director 1,576,412 100,000
i) Mr. Nadeem Atta Sheikh Director 3,216,745 -
v) Mr. Omer Aizaz Sheikh Diractor 202,820 -
vi) Mrs. Ghazala Amjad Director 825,454 -
vii) Mrs. Hafsa Nadeem Director 224 B35 -
viii) Mrs. Hijab Tariq Director's Spouse 170,455 -
ix) Mr. Sheikh Amjad Latif Director's Spouse 812,034 -

Pattern of shareholding - The Pattemn of Shareholding and additional information as required by the Cade of Corporate
Governance are included in this report.

External auditors - The present auditors, M/s. KPMG Taseer Hadi and Co., Chartered Accountants, retire and being
eligible, offer themselves for re-appointment. As suggested by the Audit Committee, the Board of Direclors has
recommended the re-appointment of present auditors of the Company for the ensuing year.

Management and employees relations - The Board would like to record its appreciation for the valuable contribution
made by all its employees. The management s quite confident that these cordial relations and cooperation will continue in
the years lo come.

Forand on behalf of the Board

e

AIZAZ MANSOOR SHEIKH
Lahore : 30 September 2008 Chief Executive
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T KOHAT CEMENT COMPANY LIMITED

STATEMENT OF COMPLIANCE WITH THE CODE OF CORPORATE GOVERNANCE

Kohat Cement Company Limited
Year ended June 30, 2008

This statement is being presented to comply with the Code of Corporate Governance contained in Listing Regulation No.
37 of the Karachi Slock Exchange, Chapter Xl of the Listing Regulations of the Lahore Stock Exchange and Chapter XI
of the Listing Regulations of the Islamabad Stock Exchange for the purpose of establishing a framework of good
governance, whereby a listed company is managed in compliance with the best practices of corporate governance.

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

1.

10.

1.

The Company encourages representation of independent nan-executive directors on its Board of Directors. At
present the Board includes four non-executive directors.

The directors have confirmed that none of them is serving as a director in more than ten listed companies,
including this Company.

To the best of our knowledge all the resident directors of the Company are registered as taxpayers and none of
them has defaulled in payment of any loan to a banking company, a DFl or an NBF| or, being a member of a stock
exchange, has been declared as a defaulter by that stock exchange.

No casual vacancy occurred in the Board during the year.

The Company has prepared a "Statement of Ethics and Business Practices”, which has been adopted by all the
directors and employees of the Company.

The Board has developed a vision/mission statement, overall corporate strategy and significant policies of the
Company.

All the powers of the Board have been duly exercised and decisions on material transactions have been taken
by the Board. There was no new appointment of CEO or other executive director during the year.

The meetings of the Board were presided over by the Chairman and in his absence, by a director elected by the
Board for this purpose and the Board met at least once in every quarter. Written notices of the Board meetings,
along with agenda, were circulated at least seven days before the meetings. The minutes of the meetings were
appropriately recorded and circulated.

The Board arranged orientation courses for its certain directors during the year to apprise them of their duties
and responsibilities,

There was no new appointment of Chief Financial Officer (CFO), Head of Internal Audit or Company Secrelary
during the year.

The directors’ report for this year has been prepared in compliance with the requirements of the Code and fully
describes the salient matters required to be disclosed.
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12.

13.

14.

15.

16.

17.

18.

19.

20.

The financial statements of the Company were duly endorsed by the CEO and the CFO before approval by the
Board.

The directors, CEO and executives do not hold any interest in the shares of the Company other than that
disclosed in the pattern of sharsholding.

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

The Board has formed an audit committee. It comprises three members, of whom two are non-executive
directors including the chairman of the committee.

The meetings of the audit committee were held at least once every quarter prior to approval of interim and final
results of the Company. The terms of reference of the committee have been formulated and advised to the
committee for compliance.

The Board has set-up an effective internal audit function and personnel involved are considered suitably
qualified and experienced for the purpose and are conversant with the policies and procedures of the company
and they are involved in the internal audit function on a full time basis.

The statutory auditors of the Company have confirmed that they have been given a satisfactory rating under the
quality control review programme of the Institute of Chartered Accountants of Pakistan, that they or any of the
partners of the firm, their spouses and minar children do not hold shares of the Company and that the firm and all
its partners are in compliance with International Federation of Accountants (IFAC) guidelines on code of ethics
as adopted by Institute of Chartered Accountants of Pakistan,

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

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

el

Lahore: September 30, 2008 AIZAZ MANSOOR SHEIKH

(CHIEF EXECUTIVE)
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REVIEW REPORT TO THE MEMBERS ON STATEMENT OF
COMPLIANCE WITH BEST PRACTICES OF CODE OF CORPORATE GOVERNANCE

We have reviewed the statement of compliance with the best practices contained in the Code of Corporate Govermnance
prepared by the Board of Directors of Kohat Cement Company Limited (“the Company”) lo comply with the Listing
Regulations of the respective Stock Exchanges, where the Company is listed.

The responsibility for compliance with the Code of Corporate Governance is that of the Board of Directors of the Company.
Qur responsibility is to review, lo the extent where such compliance can be objectively verified, whether the statement of
compliance reflects the status of the Company's compliance with the provisions of the Code of Corporale Governance
and repart if it does not. A review is limited primarily to inquiries of the Company personnel and review of various
documents prepared by the Company to comply with the Code.

As part of our audit of financial statements we are required to obtain an understanding of the accounting and internal
control system sufficient to plan the audit and develop an effective audit approach. We have not carried out any special
review of the internal control system to enable us to express an opinion as to whether the Board's slatement on internal
contral covers all confrals and the effectiveness of such internal controls.

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

not appropriately reflect the Company's compliance, in all material respects, with the best practices contained in the Code
of Corporate Governance.

portts Nomn W= & s

KPMG Taseer Hadi & Co.
Lahore: September 30, 2008 Chartered Accountants
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T KOHAT CEMENT COMPANY LIMITED
AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed balance sheet of Kohat Cement Company Limited (“the Company”) as at 30 June 2008
and the related profit and loss account, cash flow statement and statement of changes in equity together with the notes
forming part thereof, for the year then ended and we state that we have obtained all the information and explanations
which, to the best of our knowledge and belief, were necessary for the purposes of our audit.

Itis the responsibility of the Company’s management to eslablish and maintain a system of internal cantrol, and prepare
and present the abave said statements in conformity with the approved accounting standards and the requirements of the
Companies Ordinance, 1984. Our responsibility is to express an opinion on these statements based on our audit.

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

a) in our opinion, proper books of account have been kept by the Company as required by the Companies
Ordinance, 1984;

b) inour opinion;

i) the balance sheel and profit and loss account together with the notes thereon have been drawn up in
conformity with the Companies Ordinance, 1984, and are in agreement with the books of account and
are further in accordance with accounting policies consistently applied except for a change referred to
in note 3.9 to the financial statements with which we concur,;

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

iii) the business conducted, investments made and the expenditure incurred during the year were in
accordance with the objects of the Company;

c) in our gpinion and to the best of our information and according to the explanations given lo us, the balance sheel,
profit and loss account, cash flow statement and statement of changes in equity together with the notes forming
part thereof conform with approved accounting standards as applicable in Pakistan, and, give the information
required by the Companies Ordinance, 1984, in the manner so required and respectively give a true and fair
view of the state of the Company's affairs as at 30 June 2008 and of the loss, its cash flows and changes in equity
for the year then ended; and

d) in our opinion Zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIIl of 1980), was
deducted by the Company and deposited in the Central Zakat Fund established under section 7 of that
Ordinance.

gt N o= X o
Lahore: September 30, 2008 KPMG Taseer Hadi &Co.
Chartered Accountants
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SHARE CAPITAL AND RESERVES

Authorised share capital
150,000,000 (2007 150,000,000) ordinary
shares of Rs. 10 each

Issued, subscribed and paid up capital
Reserves
Accumulated profit

NON CURRENT LIABILITIES

Long term finances - secured

Liabilities against assets subject to finance lease - secured
Long term securily deposits and retention money

Deferred liabilities

CURRENT LIABILITIES

Trade and other payables

Mark up payable on secured loans

Short term running finances - secured

Current portion of long term liabilities:
Long term finances - secured

Liabilities against assets subject to finance lease - secured

Contingencies and commitments

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

CHIEF EXECUTIVE
Lahore: September 30, 2008
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2008
Rupees

BALANCE SHEET

2007
Rupees
Restated

1,500,000,000 1,500,000.000
1.170,520,370 1,017,843.800
235,805,586 396.306.773
922803191 1,145,242 557
2.329.129.147 2.559.393.130
2981785715 | | 2.703.308,354
3,686,712 .
135,837,621 106,808,320
155,732,831 228,068,951
3.277.042.879 3.038.185.625
244,465,133 178,982,059
50,719,344 12.260,606
1,ﬂgETDEE.ﬂ'."5 146,434 421
625,022,321 218,120,218
1.475.601 R
2,017.748.474 555,798,204
7,623,920,500 6.153.376.959
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AS AT 30 JUNE 2008

NON CURRENT ASSETS

Property, plant and equipment
Operating fixed assels
Capital work-in-progress

Long term loans and advances
Long term deposits

CURRENT ASSETS

Stores, spares and loose tools

Stock in lrade

Trade debts

Advances, deposits, prepayments
and other receivables

Cash and bank balances

ANNUAL REPORT 2008
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13
14

15
16

17
18
19

20
21

KOHAT CEMENT COMPANY LIMITED

2008 2007

Rupees Rupees

Restated
941,431,201 1,023,528,041
5,307,288,753 4,495,377 648
6,248,719,954 5,518,905,689
38,142,100 45,731,201
4,429,440 3,879,440
6,291,291,494 5,568,516,330
699,954,682 185,856,546
174,317,806 125,147,740
15,341,081 21,381,453
406,020,470 120,072,947
36,994,967 132,401,943
1,332,629,006 584,860,629
7,623,920,500 6,153,376,959

=%
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AS AT 30 JUNE 2008

NON CURRENT ASSETS

Property, plant and equipment
Operating fixed assets
Capital work-in-progress

Long term loans and advances
Long term deposits

CURRENT ASSETS

Stores, spares and loose tools

Stock in trade

Trade debis

Advances, deposits, prepayments
and other receivables

Cash and bank balances
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13
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17
18
19

21

KOHAT CEMENT COMPANY LIMITED

2008 2007

Rupees Rupees

Restated
941,431,201 1,023,528,041
5,307,288,753 4 495 377 648
6,248,719,954 5.518,905,689
38,142,100 45,731,201
4 429 440 3,879,440
6,291,291,494 5,568,516,330
699,954,682 185,856,546
174,317,806 125,147,740
15,341,081 21,381,453
406,020,470 120,072 947
36,994,967 132,401,943
1,332,629,006 584 860,629

7,623,920,500

6,153,376,959
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PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 30 JUNE 2008

Sales - net
Cost of goods sold

Gross profit

Selling and distribution expenses
Administrative and general expenses

Operating profit

Other operating expenses

Other operating income

Finance cost

Voluntary separation scheme (VSS)

(Loss)/profit before taxation
Taxation

(Loss)/profit after taxation

(Loss)/earnings per share - basic and diluted

Note

22
23

24
25

26

27

28
29

A

Appropriations have been reflected in the statement of changes in equity.

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

CHIEF EXECUTIVE

Lahore: September 30, 2008
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KOHAT CEMENT COMPANY LIMITED

2008 2007
Rupees Rupees
Restated
1,375,972,754 1,553,733,256
1,288,570,903 1,210,466,340
87,401,851 343,266,916
24,878,363 18,701,815
40,894,043 46,338 529
65,772,406 65,040,344
21,629,445 278,226,572
20,958,970 7,640,715
670,475 270,585,857
35,978,496 75,624,748
36,648,971 346,210,605
48,935,320 18,370,018
267,286,401 -
(279,572,750) 327 840,587
(57,133,384) 79472318
(222,439,366) 248,368,268
(1.90) 2.12

=2

DIRECTOR

SRR s




I KOHAT CEMENT COMPANY LIMITED

CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2008

CASH FLOW FROM OPERATING ACTIVITIES

{Loss)profit before taxation

Adjustments for non cash expenses and other ilems:
Depreciation on property, plant and equipmant
Profit on sala of property, plant and equipment
Exchange loss
Book value of property, plant and equipmant wntten off
Provision for staff relirement banefits
Prowvision lor compensated absences
Profittmark-up on hank deposits
Profit on sale of availlable-for-sale investment
Finance cost

Operating (loss)/profit before working capital changes

{Increase)/decreasa in current assels

Slores, spares and loose tools

Stock in trade

Trada debis

Advances, deposits, prepayments and other receivables
(Decrease)fincrease in currant liabilities

Trade and other payables

Cash (used in)/generated from operations

Finance cost pald

Confribufion to staff retrement benefit (gratuily fund )
Compensaled absences paid

Income tax paid

Net cash (outflow) from operating activities

Cash flow from investing activities
Fixed capital axpendilura
Sale proceeds of property, plant and equipment
Profitimark-up on bank depasits
Decreasa in long term loans and advances
Increase i long term security deposits
Sale proceeds of available-for-sals investment
Increase in long term deposits

Met cash outflow from investing activities

Cash flow from financing activities
Proceeds from long term finances
Repaymenis of long term finances
Proceads from lease finance
Payment of finance lease liabilities
Dividend paid

Net cash inflow from financing activities

Net (decrease) in cash and cash equivalents

Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

Note

32

The annexed noles 1 1o 39 form an integral part of these financial statements.

b

CHIEF EXECUTIVE
Lahore: September 30, 2008
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2008 2007
Rupees Rupees
Restated
(279,572,750) 327,840,587
103,948,754 | 111,880,044
(1,800,652) (4,045,353)
18,897,875 .
. 34,929
4,000,841 3,197,012
922829 931,244
(5,177,088) (42,497 909)
i (54,945)
48,935,320 18,370,018
169,808,861 — &ra1h.040
:1ﬁ’.-‘ﬁ§.'359} 415,655,627
(514,098,136) (39,841,097)
(48,170,D6E) (37 277,745)
6,040,372 260,626
(106,049,305) (53,045,577)
64,233,563 (36,259,533
[599,043,572) (166, 163,326)
(708,807,441) 740,492,301
(460,208,247) (270,335,133
(6,023,320) (898,100)
(4,611,747) (TBE,417)
15,785,358 (70,418,116)
486,628,672 B 1]
[1,195,436,11 (92,325 465)
(568,372,102) [ (3.302.507,142)
9,892,975 15,861,002
6,007,077 43,267 558
10,032,082 (865,567)
2,847 637 101,357,220
: 6,690,600
(550,000) :
[540,142,.33) 3,136,286, 329)
4,321,559.522 2 BB 928 572
(3,638,180,058) (44,148,230)
5,500,000 -
(337,689) (24,083,082)
(1,061) (6,568)
£90,5309,814 215,690,592
{1,045,038,630) (613.521,202)
(14,032,478) 599,488,724
(1,059,071,108) (14.032478)

DIRECTOR




I KOHAT CEMENT COMPANY LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2008

Share Share Fair General Hedging Accumulated  Total
Capital Premium Value Reserve  Reserve Reserve Profit

Rupees

Balance as al 30 June 2006 925,312,540 319,433 561 (35,656) 70,000,000 . 960,229 248 2,283.939,693

Effect of change in
accounting policy of borrowing
costs [net ofl income lax
expense of Rs, 6,64 million] . - : - 0176301 20,176,301

Balance as a1 30 June 2006 (restated) 425,112,540 318,433 561 (35.656) 70,000,000 - 888,405 516 2,304,115,904
Het profit for the year - - - . . 48,807 542 48,807,582
Effiect of change in

accounting policy of borrowing

custs fnet off income lax

expensa of R, 62 68 millian] - - - - - 199,560 666 199,560,686
Izsuance of bonus shares 92,531,260 . - . - (92,531,280}
Fair value reserve transfermed

to profit and Joss eccount

on disposal of available

for sals invastmant - . 35,656 . - - 35,656
Unrealized gain on

derivalive financial mstrument

(net off deferned tax

of Rs. 2.16 million) . . . . 8.873.212 - 6873212

Balance as at 30 June 2007 (rastated) 1,017 843,800 18,433 561 - 70,000,000 6873212 1145242557 2,559,393,130
Net loss for the year . - . . (222,439,366) (212,439,366)
15,267 657 ordinary shares

of Rs. 10 each

issued g5 bonus sharos 152676510  (162.676,570) . . - - *
Unreakrad loss an

derivative financial matrument

(net off dafernad tax

al Rs. 2.45 million) - - - - {7,824 617) » (7,824,617
Balance as at 30 June 2008 1,170,520, 370 166,756, %41 . 70,000,000 (351405) 822 A03181 2,329,129,147

CHIEF EXECUTIVE DIRECTOR
Lahore: September 30, 2008

The annexed notes 1 1o 39 form an integral pant of these financial statémants
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T KOHAT CEMENT COMPANY LIMITED
NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 30 JUNE 2008

1 Status and nature of the business

The Company is a public limited company incorporated in Pakistan under the Companies Act, 1913 (now
Companies Ordinance, 1984) and is listed on Karachi, Lahore and Islamabad Stock Exchanges. The Company is
engaged in the production and sale of cement, The registered office is situated at Rawalpindi Road, Kohat,
Pakistan.

2  Statementof compliance

2.1 These financial statements have been prepared in accordance with approved accounting standards as
applicable in Pakistan. Approved accounting standards comprise of such Interational Financial Reparting
Standards (IFRSs) issued by the International Accounting Standards Board as are notified under the
Companies Ordinance, 1984, provisions 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 Standards, interpretations and amendments to published approved accounting standards

New accounting standards and IFRIC inferpretations that are not yet effective

The following standards, amendments and interpretations of approved accounting standards , effective for
accounting periods beginning on or after 1 July 2008 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 certain
increased disclosures:

IFRS 7 - Financial Instruments: Disclosures

IFRS & - Operating Segments

Revised IAS 1 - Presentation of financial statements

IFRS 2 (amendment) - Share based payments

IFRS 3 (amendment) - Business Combinations and consequential amendments to IAS 27 - Consolidated and
separate financial statements, IAS 28 - Investment in associates and IAS 31-Interestin Joint Ventures.

Revised IAS 23 - Borrowing costs

IAS 32 (amendment) - Financial instruments: Presentation and consequential amendment to IAS 1-
Presentation of Financial Statements

IFRIC 10 - Interim Financial Reporting and Impairment
IFRIC 11 -Group and Treasury Share Transactions
IFRIC 12 - Service Concession Arrangements

IFRIC 13 - Customer Loyalty Programme

IFRIC 14 - The Limit on Defined Benefit Assat, Minimum Funding Requirements and their interaction
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I KOHAT CEMENT COMPANY LIMITED

3 Significant accounting policies
3.1 Accounting convention and basis of preparation

These financial statements have been prepared under the historical cost convention, except for
revaluation of certain financial investments and derivative financial instruments at fair value and recognition
of certain staff retirement benefits at present value.,

The preparation of financial statements in conformily with approved accounting standards requires
management to make judgments, estimates and assumptions that effect the application of policies and
reported amounts of assets and liabilities, income and expenses. The estimates and associated
assumptions and judgments are based on historical experience and various other factors that are believed
to be reasonable under the circumstances, the result of which form the basis of making the judgment about
carrying values of assets and liabilities that are not readily apparent from other sources, Actual results may
differ from these eslimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting
estimates are recognized in the period in which the estimate is revised if the revision affects only that period,
or in the period of revision and fulure periods if revision affects both current and future periods. The areas
where various assumptions and eslimates are significant to Company's financial statemenls or where
judgments were exercised in application of accounting policies are as follows:

- Usefullife of depreciable assets
- Staff retirement benefits

- Taxation

- Provisions and contingencies

- Derivative financial instruments

3.2 Fixed capital expenditure and depreciation

Property, plant and equipment except land and capital work in prgoress are stated at cost less accumulated
depreciation and any identified impairment loss. Land and capital work in progress are stated at cost, Cost
of certain fixed assets consists of historical cost and directly attributable cost of bringing the assets to
working condition. Stores and spares held for capital expenditure are stated at moving average cosl.

Depreciation on property, plant and equipment is charged to income by applying reducing balance method
50 as towrite off the historical cost of the assets over their estimated useful lives at the rates giveninnote 13.

Depreciation is charged from the month in which assets are put to use upto the month before the disposal of
asset.

The assets residual values and useful lives are reviewed at each financial year end, and adjusted ifimpact
on depreciation is significant.

The Company assesses at each balance sheet date whether there is any indication that fixed assets may
be impaired. If such indication exists, the carrying amounts of such assets are reviewed to assess whether
they are recorded in excess of their recoverable amounts. Where carrying value exceeds recoverable
amount, assets are written down to the recoverable amount.

Normal repairs and maintenance are charged to income as and when incurred. Major improvements and
madifications are capitalized and the assets so replaced, if any, are refired.

Profit or loss on disposal of operating fixed assets represented by the difference between the sale proceeds
and the carrying amount of the assetis included in income.
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T KOHAT CEMENT COMPANY LIMITED

3.3

34

3.5

3.6

7

Assets subject to finance lease

Assets subject to finance lease are stated at the lower of present value of minimum lease payments under
the lease agreements and the fair value of the assets at the inception of the lease. The related rental
obligations, net of finance charges, are included in liabilities against assets subject to finance lease as
referred to in nole 7. The liabilities are classified as current and long term depending upon the timing of the
payment.

Assets acquired under finance lease are amortized over the useful lives of the assets on a reducing balance
method at the rates given in note 13. Amortization of leased asselsis charged to currentincome,

Stores, spares and loose tools

These are valued at maoving average cost. ltems in transit are valued at cost comprising invoice value plus
other charges incurred thereon.

Stockintrade

Slock in trade is valued at the lower of weighted average cosl and nel realizable value, The average costin
relation to work in process and finished goods represents direct cost of materials, labour and appropriate
portion of production overheads. Net realizable value signifies the ex-factory sales price in the ordinary
course of business less expenses necessary to be incurred in order to make the sale

Employee benefits

Defined benefit plan

The Company operates a funded gratuity scheme for all its permanent employees subject to completion of
a prescribed qualifying period of service. Contribution to the fund is made annually on the basis of actuarial
recommendation to cover obligation under the scheme. Actuanal valuation of the scheme is undertaken at

appropriate regular intervals and the latest valuation was carried out at 30 June 2008, using the projected
unit credit method,

Cumulative net unrecognised actuarial gains and losses at the end of the previous year which exceed 10%
of the greater of the present value of the Company’s obligations and the fair value of plan assets are
amortised over the expected average working lives of the participating employees.

Defined contribution plan

The Company also operates a defined contributory provident fund scheme for all employees. Equal
monthly contributions are made by the Company and the employees to the fund al the rate of 10% of basic
salary.

Compensated absences

Provisions are made annually to cover the obligation for accumulating compensated absences and are
charged toincome.

Taxation
Cuirrent

Provision of current tax is based on the taxable income for the year determined in accordance with the
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I KOHAT CEMENT COMPANY LIMITED

prevailing law for taxation of income. The charge for current tax is calculated using pravailing tax rates or tax
rates expected to apply to the profit for the year if enacted after taking into account tax credits, rebates and
exemptions, if any. The charge for current tax also includes adjustments, where considered necessary, lo
provision for tax made in previous years arising from assessments framed during the year for such years.

Deferred

The Company accounts for deferred taxation, using the balance sheet liability method, on all temporary
differences. Deferred tax liabilities are generally recognized for all taxable tempaorary differences and
deferred tax assets are recognized to the extent that it is probable that taxable profits will be avallable
against which the deductible temporary differences, unused tax losses and tax credits can be utilized.
Deferred tax is calculated at the rates thal are expected to apply to the period when the differences reverse
based on tax rates that have been enacted or substantively enacted by the balance sheet date.

3.8 Foreign currency translation
Assets and liabilities in foreign currencies are translated into Pak rupees at exchange rates prevailing at the
balance sheel date. Transaclions in foreign currencies are translated into rupees at spot rate. The
Company charges all exchange differences to profit and loss account.

3.9 Borrowing costs

Borrowing and other related costs directly attnbutable to the acquisition, construction or production of
qualifying assets, which are assets that necessarily take a substantial period of time to get ready for their
intended use, are added to the cost of those assets, until such time as the assets are ready for their
intended use. All other borrowing costs are recognized as an expense in the period in which they are
incurred,

Previgusly, Company expensed such cosls, and after change in accounting policy, these costs will be
capitalized and shall form part of the cost of the project. Management believes that this revised palicy
provides reliable and more relevant information because it results in @ more appropriate treatment of
finance costs and is consistent with local industry practice, making Company’s financial statements more
comparable.

This change in accounting policy has been accounted for retrospectively, and the corresponding figures
have been restated and the effect of the change in current year and year ended 30 June 2007 is tabulated
below. Opening retained eamings for year ended 30 June 2007 have been increased by Rs. 20,176,301,
which is the amount of adjustment relating to periods prior to year ended 30 June 2007.

2008 2007
Rupees Rupees
Decrease in finance cosls 449,731,665 262,252,035
Increase in income lax expense - (62,691,349)
Net increase in profits 449,731,665 199,560 686
Increase in EPS - basic and diluted 3.54 1.70
Increase in capital work in progress of the project 738,798,020 289,066,355
Increase in unappropriated profit net of income tax expense 449 731,665 189,560,666
Increase in deferred tax liability - 69,329,368
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I KOHAT CEMENT COMPANY LIMITED

310 Revenue recognition

in

Revenue from sales is recognized when the risks and rewards are transferred i.e. at the time of dispatch of
goods to the customers.

Profiton bank deposils is recognized on acerual basis.
Financial instruments

All financial assets and liabilities are initially measured at cost, which is the fair value of the consideration
given and received respectively. These financial assets and liabilities are subsequently measured at fair
value or cost, as the case may be. Financial assets and financial liabilities are recognized when the
Company becomes a party to the contractual provisions of the instrument. The particular measurement
methods adopted are disclosed in the individual policy statements associated with each item.

Financial assets are de-recognized when the Company loses control of contractual rights that comprise the
financial assel. Whereas financial liabilities are de-recognized when the obligation specified in the contract
is discharged, cancelled, or expires.

Derivative financial instruments and hedging activities

These are initially recorded at fair value on the date a derivative contract is entered into and are
subsequently re-measured lo fair value al subsequent reporting dales. The method of recognising the
resulting gain or loss depends on whether the derivative is designated as a hedaging instrument, and if so,
the nature of the item being hedged. The Company designates certain derivatives as cash fiow hedge.
Derivatives are carried as assets when the fair value is posilive and as liabilities when the fair value is
negative. Any gains or losses arising from changes in the fair value of derivatives that do not qualify for
hedge accounting are recorded in the profit and loss account for the year.

At the inception of a hedge relationship, the Company formally designates and documents the hedge
relationship to which the Company wishes to apply hedge accounting. Such hedges are expected to be
highly effective in achieving the task of offsetting changes in fair values or cash flows and are assessed on
an ongoing basis to determine that they have been highly effective throughout the financial reporting period
forwhich they were designated.

For the purposes of hedge accounting, cash flow hedges refer to hedges against expasure to variability in
cash flows that is either attributable to a particular risk associated with a recognised asset or liability, a firm
commitment, or a forecast transaction. In relation to cash flow hedges which meet the conditions for hedge
accounting, the portion of the gain or loss on the hedging instrument that is determined to be an effective
hedge is recognised in equily and the ineffective portion is recognised in the profit and loss account
immediately.

Hedge accounting is discontinued when the hedging instrument expires or is sold, terminated or exercised,
or no longer qualifies for hedge accounting. At that point in time, any cumulative gain or loss on the hedging
instrument recognised in equity is kept in equity until the forecast transactions occurs. If a hedged
fransaction is no longer expected to occur, the net cumulative gain or loss recognised in equity is
fransferred to the profit and loss account for the year.
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32

313

3.14

3.15

3.16

317

Off setting of financial assets and liabilities

Financial assets and financial liabilities are set off and the net amount is reported in the financial statements
when there is a legally enforceable right to set off and the Company intends either to settle on a net basis, or
to realize the assets and to settle the liabilities simullaneously.

Trade and accrued liabilities

Liabilities 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 goods and services received whether billed or not to the Company.

Provisions

Provisions are recognized when the Company has a present legal or constructive obligation as a result of
pastevents and it is probable that an outflow of resources embodying economic benelits will be required lo
settle the obligation and a reliable estimate of the amount can be made.

Trade debts

Trade debts are carried at oniginal invoice amount less an estimate made for doubtful debts based on a
review of all outstanding amounts al the year end. Bad debls are writlen off when identified.

Investments
Available for sale

Investments classified as available for sale are initially measured al cost, being the fair value of
consideration given. At subsequent reporting dates, these investments are re-measured at fair value
{quoted market price), unless fair value cannot be reliably measured. The investments, for which a quoted
market price is not available, are measured at cost as il is nol possible to apply any other valuation
methodoelogy.

Unrealized gains and losses arising from changes in fair value are directly recognized in equity in the period
in which these arise. Cumulative gains and losses arising from changes in fair value are included in net
profil or loss for the period in which an investment is derecognized.

All purchases and sales of investments are recognized on the trade date which is the date that the
Company commits to purchase or sell the investment. Cost of purchase includes transaction cost.

At each reporting date, the Company reviews the carrying amount of the investments to assess whether
there is any indication thal such investments have suffered an impairment loss. If any such indication exisls
the recoverable amount is estimated in order to determine the extent of the impairment loss if any.
Impairment losses are recognized as expense. Where an impairment loss subseguently reverses, the
carrying amount of the investment is increased to the revised recoverable amount but limited to the extent
of initial cost of the investment. A reversal of the impairment loss is recognized in income. The recoverable
amountis the higher of an asset's fair value less costs lo sell and value in use.

Related party transactions

The Company enters into transactions with related parties on an arm’s length basis, Prices for transactions
with related parfies are determined using admissible valuation methods.
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3.18 Cashandcashequivalents

For the purpose of cash flow stalement, cash and cash equivalent consists of cash in hand, balances with
banks and short term barrowings.

319 Dividend

Dividend is recognized as a liability in the period in which itis approved.

2008 2007
4 Issued subscribed and paid up capital Note Rupees Rupees
2008
20,749,585  (2007: 20,749,585) ordinary
shares of Rs. 10 each fully paid up in cash 207,495,850 207 495,850
11,230,000  (2007: 11,230,000) ordinary
shares of Rs. 10 each issued against
consideration other than cash 112,300,000 112,300,000
85,072,452  (2007: 69,804,795) ordinary shares of
Rs. 10 each issued as bonus shares 850,724,520 698,047,950
117,052,037 1,170,520,370 1,017,843,800
31,308 (2007: 27.225) ordinary shares of the Company are held by M/s Tariq Mators (Private) Limited-related
party.
5 Reserves
Capital
Share premium 5.1 166,756,991 319,433,561
Hedging reserve 52 (951,405) 6,873,212
Revenue
General reserve 70,000,000 70,000,000

235,805,586 396,306,773

5.1 Share premium represents premium of Rs. 12.50 per share received on right issue of 18,506,251 ordinary
shares in 2006 and Rs. 42 per share received on issue of 2,193,334 ordinary shares to general public in
1994,

Share premium is net of Rs. 4,014,605 being the expenses on issue of right shares during the year ended
30 June 2006. This reserve can be utilized by the Company only for the purpose specified in section 83(2) of
the Companies Ordinance, 1984.

During the year share premium amounting to Rs. 152,676,570 (2007: Nil) has been applied for issuance of

15,267,657 (2007: Nil) ordinary shares of Rs. 10 each as bonus shares approved by the members of the
Company in their Annual General Meeting held on 24 October 2007.
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52  Asreferred in note 10.3, this represents the fair value of cross currency swap as at balance sheet date and
is netofdeferred tax impactamounting lo Rs. 2, 458 509 (2007. Rs, 2,158,341),
Limit 2008 2007
Note (Rupees Rupees Rupees
in million)
6 Longterm finances - secured

The Bank of Khyber 6.1 100 12,500,000 37,500,000
Consortium of financial institutions led by

Slandard Chartered Bank (Pakistan) Limited 6.2 2,800 79,308,036  2,800,000,000
Consoriium of financial institutions led by

Standard Chartered Bank (Pakistan) Limited 6.3 B40 - 83,928,572
Redeemable capital - Sukuk Certificates 6.4 2,500 2,415,000,000

Consortium of financial instilutions led by
Standard Chartered Bank (Pakistan) Limited 6.4 1,140 1,100,000,000

3,606,808,036 20921428572

Less: Current maturity shown under

6.1

6.2

6.3

6.4

current liabilities 625,022,321 218,120,218
2,981,785,715  2,703,308,354

This facility was obtained for financing the White Cement Plant. The finance carries mark up at the rate of
10% (2007 10%) per annum, which is to be paid half yearly. Principal is repayable in eight half yearly equal
installments of Rs. 12.5 million each ending in September 2008. This facility is secured by way of first pari
passu registered charge over the Company's fixed assets to the extent of Rs. 153.8 million (2007: Rs. 153.8
million) and personal guarantees of three sponsoring directors.

This facility has been obtained for financing the new 6700 TPD clinker capacity of Grey Cement Line
(expansion project). The finance carries mark up at the rate of six months KIBOR plus 3% (2007: six months
KIBOR plus 3%) subject to a floor of 6.5% (2007: 6.5%) , payable quarterly in arrears. Thisis repayable in 20
quarterly stepped up instaliments after a grace period of 18 months. This facility is secured by way of first
pari passu hypothecation/ equitable mortgage over all present and fulure fixed and current assels of the
Company to the extent of Rs. 3,733 million (2007: Rs. 3,733 million) and personal guarantees of all the
directors. The Company has substantially pre-paid this facility except for the share of Pak Oman Investment
Company (Pvt.) Ltd. which will be repaid as stated above.

This facility has been repaid during the year.

During the year, the Company has obtained finance through issuance of Redeemable Capital (Sukuk
Certificates) of Rs. 2,500 million and Syndicated Term Finance (STF) amounting to Rs. 1140 million. These
new facilities carry mark - up at the rate of six month KIBOR plus 1.8% payable semi annually in arrears. The
principal is repayable in 10 stepped up semi annual installments ending in June 2012. The facilities are
secured by way of a ranking charge hypothecation/equitable morigage over all present and future fixed
assels and immovable properties of the Company (o the extent of Rs. 4,854 million up gradable to afirst parni
passucharge.
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2008
Minimum Finance cost  Present
lease for future Value of
payments period MLP

Rupees Rupees Rupees
7. Liabilities against assets subject to
finance lease - secured

Mol later than one year 2,057,120 581519 14758601
Later than one year but not later than five years 4,149,960 463,248 3,686,712
___E, 207,080 1,044,767 5,162,313
2007
Minimum  Finance cost  Present
lease for future Value of
__payments period MLP

Rupees Rupees Rupees

Not later than one year . X s
Later than one year but not later than five years : ; .

The Company has entered into finance lease arrangement with Orix Leasing Pakistan Limited for the lease of
earth moving equipment. The lease liability is payable in twelve equal quarterly installments.

Six months KIBOR plus 400 basis points has been used to work oul present value of minimum lease payments.
The lease agreement carries renewal oplion at the end of the lease period, however, the Company intends to
exercise its option to purchase leased assets upon completion of lease term. Residual value of the lease has
already been paid at the inception of the lease in the form of a security deposit. There are no financial restrictions
imposed by lessors. Taxes, repairs, replacements and insurance costs are bome by lessee.

The lease liability is secured by way of demand promisory nole and personal guarantees of two sponsor directors
and the title of leased assets are registered in the name of leasing company.

2008 2007
Note Rupees Rupees
8 Long term security deposits and retention money
Security deposits
From cement stockiest a1 1,736,100 1,876,100
From cement transporters 8.2 400,000 400,000
2,136,100 2,276,100
Retention money 8.3 133,701,521 104,532 220

135,837,621 106,808,320

84  These are interest free and repayable on the termination of the agency. These are being ulilized by the
Company in accordance with the terms of the confract.

8.2 These are interest free security deposits for providing guarantee of safe delivery of cement lo customers

and are repayable on demand. These are being utilized by the Company in accordance with the terms of the
contract.
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8.3 These are interest free amounts retained from the invoices/bills of the expansion project's suppliers/
contractors and are repayable after one year from the commissioning of grey cement expansion project.

Note
9 Deferred liabilities
Deferred taxation 9.1
Staff retirerment benefils 92
Compensated absences 93

9.1  Deferred taxation

The liability for deferred laxation comprises
of temporary differences relaling lo:

Accelerated tax depreciation
Liabilities under finance lease that are deducted
for tax purpose only when paid
Unrealized (loss) / gain on derivative financial instrument
Unused tax losses
9.2  Staff retirement benefits
Defined benefit plan funded 9.2
9.2.1 Defined benefit plan funded

Amount recognized in the balance
sheet is as follows:

Present value of defined benefit obligation 922
Benefits payable to outgoing members
Fair value of plan assets 923

Unrecognized actuarial (gains)
Liability as at 30 June

Net liability as at 01 July

Charge to profit and loss account 924
Contribution by the Company

Liability as at 30 June

ANNUAL REPORT 2008

2008 2007
Rupees Rupees
Restaled
150,335,048 217,049,771
3,455,662 5,388 141
1,942 121 5,631,039
155,732,831 228,068,951
204,991,914 214,890,430
{28,863) -
(299,169) 2,150 341
(54,328,834) -
150,335,048 217,048 771
3,455,662 5,388,141
8,535,002 32,884 501
416,899 5,219 981
(3,726,968) (32,007 863)
~ (1,769,271) (713,478)
3,455,662 5,388,141
5,388,141 3,080,229
4,090,841 3,197,012
(6,023,320) (B98,100)
3,455,662 5,388,141
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2008 2007
Rupees Rupees
9.2.2 Movement in liability for defined benefit obligation
Present value of defined benefit
obligation as at 01 July 32,889,501 34,855,274
Current service cost 2,920,328 2,969,786
Interest cost 3,288,950 3,136,975
Benefit payments due, but not paid (335,070) (5,084,932)
Benefits paid during the year (30,473,514) (3,157,985)
Actuarial (gain) on present value of defined
benefit obligation (837,542) -
Loss due to benefit settiement 1,082,349 170,383
Present value of defined benefit
obligation as at 30 June 8,535,002 32,889,501
9.2.3 Movement in fair value of plan assets
Fair value of plan assets as at 01 July 32,007,863 32,330,544
Expected return on plan assets 3,200,786 2,909,749
Contribution paid during the year 6,023,320 898,100
Benefits paid during the year (35,611,666) (3,445,805)
Actuarial (loss) on plan assets (1,893,335) (684,725)
Fair value of plan assets as at 30 June 3,726,968 32,007,863
Plan assets consist of the following:
Bank of Khyber (Term Deposits) 3,700,000 31,805,000
Cash at Bank 26,968 202,863
3,726,968 32,007,863
9.2.4 Charge to profit and loss account
Current service cost 2,920,328 2,960,786
Interest cost 3,288,950 3,136,975
Expected return on plan assets (3,200,786) (2,909,749)
Curtailments or settelments 1,082,349 -
4,090,841 3,197,012

9.2.5 Actualreturn on plan assets of funded gratuity scheme was Rs. 1.3 million (2007: Rs. 2.225 million).
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9.3

9.26

9.2.7

Historical information
2008 2007 2006 2005 2004
Rupees Rupees Rupees Rupees  Rupees
Present value of
defined benefit
obligation 8,535,002 32,889,501 34855274 33,627,423 28,435,768
Fair value of plan
assets (3,726,968) (32,007,863) (32,330,544) (31,723,598) (30,936,496)
Deficit/(surplus)
in the plan 4,808,034 881,638 2,524,730 1,903,825 (2,500,728)
Experience
adjustment arising
on plan liabilities (837,542) 170,383 (2,726,572 1,585,668 (2412,393)
Experience
adjustment arising
on plan assets (1,893,335) (684,725) (715,025)  (1,687,557) (1,364,496
Assumptions used for valuation of the defined benefit scheme for employees are as under:
Per annum
2008 2007
% %

Discount rate 12 10
Expected rate of return on plan assels 1 9
Expected rate of increase in salary 11 9

Average expected remaining working life time of employees is 8 years.

9.2.8 The Company expects to pay Rs. 4 million in contributions to defined benefit plan in 2009,

2008 2007
Compensated absences Rupees Rupees
Opening balance 5,631,039 5,466,212
Expense recognized 922,829 931,244
Payments made (4,611,747) (766,417)
Closing balance 1,942,121 5,631,039
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2008 2007
Trade and other payables Note Rupees Rupees
Creditors 67,441,529 35619512
Accrued liabilities 68,399,090 46,458,015
Advances from cement customers 18,323,873 12,819,913
Contractors' bills payable 8,329,783 4,270,941
Workers' profit participation fund 101 - 39,568,122
Workers' welfare fund 1,550,405 1,550,405
Payable to Government on account of:
Income tax deducted at source 1,369,178 1,717,513
Excise duty on cement 24 687,057 -
Royalty and excise duty 9,898,270 B 692,785
Security and retention money 10.2 25,716,722 19,452,809
Unclaimed dividend 1,662,321 1,664,282
Fair value of derivative financial instrument 10.3 1,250,573 -
Other payables 15,836,332 7,168,662
244 465,133 178,982 959

Trade creditors do not include any amount due to related parties (2007: Rs. Nil).

10.1

10.2

10.3

Workers' profit participation fund

Opening balance 39,568,122 55,368,159
Allocation for the year 26 - 3,663,646
Interest accrued 212,979 2,519,002

39,781,101 61,550,807
Paid during the year (39,781,101) (21,982,685)

Security and retention money

This represents interest free security deposits and retention moneys received from contractors and are
repayable after satisfactory completion of contracts.

Fair value of derivative financial instrument

The Company has entered into two interest rate cross curency swaps agreements with Standard
Chartered Bank (Pakistan) Limited for a notional amount of Rs. 1,000 million {2007: 500 million), maturing
on 20 September 2012. Under these arrangements the notional PKR amount has been swaped with USD
16.522 million (2007: 8.244 million). The outstanding balance of these arrangements as at 30 June 2008
was Rs. 950 million (2007: 500 million) equivalent to USD 15.413 million (2007: USD 8.244 million). Under
these arrangements, the Company would receive 6 months KIBOR and pay 6 months LIBOR plus spread
ranging from 1.25% to 1.35% which would be settled semi annually.
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Not Limit 2008 2007
%€ (Rupees Rupees Rupees
in million)
11 Short term running finances - secured

The Bank of Khyber 11 165 167,693,406 48,415,266
Standard Chartered Bank (Pakistan) Limited  11.2 400 398,752,029 47,521,926
KASB Bank Limited 1.3 100 99,675,693 50,497 229
Askari Bank Limited 1.4 300 231,316,043 -
Soneri Bank Limited 11.5 200 198,628,904

1,096,066,075 146,434 421

111 The finance carries mark up at one year KIBOR plus 3% (2007 one year KIBOR plus 3%) with a floor of
13% (2007: 13%) per annum, payable quarterly. The facility is secured by way of first pari passu
hypothecation charge of Rs. 80 million (2007: Rs. 80 million) on Company's present and future current
assets, first equitable mortgage of Rs, 153.846 million (2007: Rs. 153.846 million) on Company's existing
and future fixed assets duly registered with SECP and personal guarantees of three directors. This facility
is valid upto 31 August 2008,

11.2  The finance carries mark up at the rate of 2.50% over three months KIBOR (2007: 3% over three months
KIBOR), payable quarterly and is secured by way of first pari passu hypothecation charge of Rs. 50 million
(2007: Rs. 50 million) on present and future current assets of the Company, first equitable mortgage of Rs.
500 million (2007 Rs. 500 million) on Company’s existing and future fixed assets, ranking charge of Rs.
265 million (2007 Nil) over present and future current assets to be upgraded into a first pari passu cha rge
and personal guarantees of all spon soring directors, This facility is repayable on demand.

113 The finance carries mark up at three months KIBOR plus 2% (2007: three months KIBOR plus 2%),
payable quarterly. The facility is secured by way of ranking charge over current assets of the Company of
Rs. 267 million (2007: Rs. 80 million) and personal guarantee of the Chief Executive of the Company. This
facility is valid upto 31 January 2009 or repayable on demand.

1.4 Thefinance carries mark u p at three months KIBOR plus 1.75% (2007: Nil), payable quarterly. The facility
Is secured by way of ranking charge over current assets of the Company of Rs. 400 million (2007: Nil) to be
upgraded info a first pari passu charge and equitable mortgage over immovable properties of associated
undertakings to the extent of Rs. 400 million (2007: Nil). This facility is valid upto 30 November 2008.

11.5  The finance carries mark up at six months KIBOR plus 1.75% (2007: Nil), payable semi annually. The
facility is secured by way of ranking charge over current assets of the Company of Rs. 266.6 million (2007:
Nil) to be upgraded into a first pari passucharge. This facility is valid upto 31 July 2009.

12 Contingencies and commitments
121  Contingencies

12.1.1 The Engineering Services International (Pakistan) Limited raised a claim of Rs. 5,449,000 (2007: Rs.
5,449,000 against the Company on account of Mechanical Installation/Erection. A counter claim of Rs.
1,307,962 (2007; Rs. 1,307 962) was lodged by the Company. The caseis pending with the Senior Civil
Judge, Lahore. Pending an outcome, no provision has been made in the financial statements.
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12.1.2 The State Cement Corporation of Pakistan (Private) Limited, the previous sole owner of the Company,

1213

1214

raised a claim of Rs. 5,640,000 (2007: Rs. 5,640,000) against the Company on account of the interim
dividend pertaining to the year ended 30 June 1993 declared by the previous Board of Directors. The
present Board of Directors has rescinded the declaration of interim dividend on various grounds. The
matter is pending for arbitration with the Secretary of Finance, Government of Pakistan.

The Company has initiated proceedings for the recovery of Rs. 14,100,000 (2007: Rs. 14,100,000) being
an interim dividend pertaining to the year ended 30 June 1992 paid by the previous management to the
State Cement Corporation of Pakistan (Private) Limited. The said dividend has been rescinded by the
Board and rescission confirmed at the Annual General Meeting. As a consequence, the Company
withheld Rs. 14,100,000 of interim dividend pertaining to the period ended 31 December 1994 payable to
the State Cement Corporation of Pakistan (Private) Limited. Intimations have been made to the State
Cement Corporation of Pakistan (Private) Limited and the Securities and Exchange Commission of
Pakistan. This amount has been withheld on legal advice obtained from the corporate lawyers. Currently
the matteris pending for arbitration with the Secretary of Finance, Government of Pakistan.

Guarantees issued by Commercial Banks on behalf of the Company are of Rs. 331 million (2007: 331
million) in favour of Sui Northem Gas Pipelines Limited (SNGPL) in accordance with the terms of
agreement between the Company and SNGPL and Rs. 1,68 million (2007: Rs. 2.5 million) in favour of
Collector Customs, Excise, Sales Tax and other governmentinstitutions for supply of cement.

The Company during the year imported certain plant and equipment for its under construction new grey
cement plant of 6700 TDP clinker capacity and declared same to the Customs Authorities claimining the
concessionary rate of duties and taxes available to the industrial concemn under SRO 575(1)2006 dated
June 05 , 2006. However, the Customs Department declined the Compa ny's claim and charged
standard/normal import duties rates and further increase the value of consignment resulting into additional
liability of Rs. 68.332 million.,

The Company disputing the department's contention filed a writ petition before the Honorable Sindh High
Court at Karachi against the impugned act of the Custom Department. The matter is pending adjudication
with the Court. However, the Honorable Sindh High Court ordered to release the goods on submission of
bank guarantee valuing Rs. 68.332 million being the value of additional liability. Accordingly, the Custom
Authorities have released the goods on submission of the Bank Guarantee by the Company. The
Company’s managementis confident for a favorable outcome of this petition.

2008 2007
12.2 Commitments Rupees fHigecs
Capital expenditure 143,869,618 372,566,926
Other than capital expenditure 11,857,510 50,904,000
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13.1 Depreciation charged for the year has been allocated as follows:

Cost of goods sold
Selling and distribution expenses
Administrative and general expenses

13.2 Disposal of operating fixed assets

14-

15

Particulars of assets Cost
{

Note

23
24
25

Accumulated Book Sale
depreciation

value  proceeds Prafit

Vehiclea

Land Cruiser 6,180,000

BMW 5,529,000
Kia Classic

Aggregate of ofhar fems of
propety, plant and
fquipment wilh individual
bock values not excesding

Ris. 50,000 92875

2 624,560
1,407 250
305842

-~Rupees ]

3585440
4,221,750
203,158

4,500,000
3,000,000
300,000

82,975 92,975

2008 12,420,975

4,337,652

8083323 9892075 1,809,652

2007 22.500,788

11,050,212

11850576 15861000 4045353

Capital work-in-progress

Civil works - existing plant

Expansion project - grey cement:

Civil works

Plant, machinery and equipment

Advances to plant suppliers

Stores held for capital expenditure

Letter of credit in process
Borrowing costs

Long term loans and advances

Loans to employees-secured-considered good 15.1
Less: Receivable within ane year

201

Loan to Sui Northern Gas Pipelines Limited (SNGPL) 15.2
Less: Receivable within one year
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2008
Rupees

102,879,684
320,721
748,349

KOHAT CEMENT COMPANY LIMITED

2007
Rupees

110,752,967
338,123
788,954

103,948,754

Mode of disposal

Outsiders
Palace Entempnses Lahone

Negutiation

111,880,044

Particulars of purchaser

- #s500ialed company

Insurance claim

Insurance claim

Recaviry

EFU General Insurance
Company

EFU General nsurance
Company

Recoverad from employess on

final satiement

45,846,235

Restated

31,210,294

1,504,953,038
2,934,063,973
4,801,634
75,501,900
3,323,953
738,798,020

1,252,459,161
2,7115,473,367
73,855,154
127,034,680
6,278,637
289,066,355

5,261,442,518

4,464,167 354

5,307,288,753

4,495,377 648

975,834 6,307,916
(433,734) (2,876,715)
542,100 3,431,201
42,300,000 47,000,000
(4,700,000) (4,700,000)
37,600,000 42,300,000

38,142,100

45,731,201
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2008 2007
Note Rupees Rupees
151 Reconciliation of the carrying amount of
loans and advances to employees:
Balance at the beginning of the year 6,307,916 5,282,908
Disbursements during the year 473,583 5,204,329
Recovered during the year {5,805,665) (4,179,321)
Balance at the end of the year 975,834 6,307,916
Loans to officers carry mark-up at the rate of 5% (2007: 5%) per annum and loans to workers are interest
free. These loans are secured against lien on retirement benefits. House building loans to officers are
repayable in 60 equal monthly installments. However, house building loan, carimotor cycle loan and
marriage loan to workers are repayable in 48, 36 and 30 equal monthly installments respectively. Chief
Executive, directors and executives have not taken any loan/advance from the Company (2007: Rs. Nil).
15.2 Thisrepresents a loan given to SNGPL for the development of the infrastructure for supply of natural gas to
the Company. Mark up is charged at the rate of 1.5% (2007: 1.5%) perannum and is received annually. This
amountis receivablein 10annual instaliments of Rs. 4.7 million endingin March 2017,
Long term deposits
Leasing companies 550,000 -
Others 3,879,440 3,879,440
4,429,440 3,879,440
Stores, spares and loose tools
Stores 171 346,828,715 75,569,111
Spares 351,509,500 108,352,282
Loose tools 1,616,467 1,935,153
699,954,682 185,856,546
174 These include stores in transit valuing Rs. 138.9 million (2007: Nil).
Stock in trade
Raw materials 11,768,768 8,272,099
Work in process 118,951,663 99,308,860
Finished goods 16,297,744 12,854,882
Packing material 27,299,631 4,711,899
174,317,806 125,147,740
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Note 2008 2007
Rupees Rupees
19 Trade debts
Considered good
Secured 5,493,569 3,994,046
Un-secured 19.1 9,847,512 17,387 407
15,341,081 21,381,453

19.1 This include Rs. Nil (2007: Rs. 1.703 million) and Rs. Nil (2007: Rs. 2.579 million) receivable from M/s
Meena Bazar and M/s Auto Centre - related parties respectively.

20 Advances, deposits, prepayments
and other receivables

Advances - unsecured - considered good

Company employees 20.1 2,023,706 5,763,797
Suppliers 53,280,513 9,407,309
Contractors 21,676,571 26,225,237
Advance income tax 22,387,085 13,725,456
Unadjusted input sales tax 27,681,352 5,654,015
Letters of credit in process 15,255,705 2,933,527
Letter of credit/guarantee margin 10,819,063 28921421
Prepayments 2,929,556 891,335
Profit/mark-up receivable on bank deposits 173,873 1,003,864
Security deposits 48,495,200 3,340,000
Other advances and receivables - considered good 202 185,952,743 2,011,033
Current portion of loan given to SNGPL 15.2 4,700,000 4,700,000
Rebate receivable on export sales 10,644,223 6,463,400
Fair value of derivative financial instrument 10.3 - 9,032 553
406,020,470 120,072 947
20.1  Advances to Company's employees e e
Current maturity of long term loans 15 433,734 2,876,715
Others 2011 1,589,972 2,887,082
2,023,706 5,763,797

20.1.1 No advances were given to executives, directors and Chief Executive of the Company during the year
(2007: Rs. Nil).
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20.2  This includes an amount of Rs. 183.6 million (2007: Nil) of unconditional and irreovacable Performance
Bank Guarantees equivalent to USD 2,682,270 (2007: Nil) issued by a foreign bank on behalf of the
foreign supplier of plant and equipment of 6700 TPD cement plant, which has been called by the
Company for encashment, as the foreing supplier could not complete the project within the lime period
stipulated in the Plant Supply Contract. Accordingly cost of related plant and equipment has been

reduced,
Mole 2008 2007
Rupees Rupees
21 Cash and bank balances

Cash in hand 1,112,917 1,150,541

Cash at bank
Current account 4,267,714 4 267,714
Saving account 211 31,614,336 126,983,688
36,994,967 132,401,943

21.1 These carry mark-up @ 3.5% to 5% (2007: 3.5% to 11.5%) per annum.

22 Sales

Local sales - gross 1,309,375,306 1,526,851,599

Less: Sales tax 169,182,286 199,958,199

Excise duty 220,484,250 256,143,000

Special excise duty 9,373,987 -

399,040,523 456,101,199

910,334,783 1,070,750,400

Export sales 221 514,212,020 523,468 843

1,424,546,803 1,504,218,243

Less: Rebate on cement (48,574,049) (40,485,987)

1,375,972,754 1,553,733,256

221 This include Rs.4.2 million (2007: Rs. 3.2 million) of export rebate.
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Cost of goods sold

Opening work-in-process

Raw and packing materials consumed
Power and fuel

Coal, gas and fumace oil

Coal unloading and feeding charges
Stores and spares consumed
Salaries, wages and other benefits
Royalty and excise duty

Rent, rates and taxes

Repairs and maintenance
Transportalion charges

Insurance

Depreciation

Other expenses

Less: Closing work-in-process
Cost of goods manufactured
Opening stock of finished goods

Closing stock of finished goods

Less: Cost attributable to own cement consumption

23.1 Raw and packing materials consumed

Cpening stock as at 01 July
Raw materials
Packing materials

Purchases
Raw materials
Packing materials

Closing stock as at 30 June
Raw malerials
Packing materials

Note

231

23.2

131

2008 2007

Rupees Rupees
99,308,860 62,999,016
146,216,758 139,228,137
263,733,528 250,826,263
619,160,263 943,343,397
2,763,040 2,810,169
52,683,084 58,118,194
70,497,800 129,316,493
11,647,141 13,854,085
1,631,082 1,147 389
13,098,668 10,120,863
33,210,882 29,350,084
4,953,003 4,585,990
102,879,686 110,752,967
10,261,948 5,598,647
1,432,045,743 1,365,051,694
(118,951,663) (99,308,860)
1,313,094,080 1,265,742,834
12,854,882 9,478,097
1,325,948,962 1,275,220,931
(16,297,744) (12,854,882)
1,309,651,218 1,262,366,049
(21,080,315) (51,899,709)
1,288,570,903 1,210,466,340
8,272,099 3770427
4,711,899 11,622,455
12,983,998 15,362,882
31,585,920 32,305,359
140,715,239 104,513,894
172,301,159 136,819,253
185,285,157 152,212,135
11,768,768 8,272,099
27,299,631 4,711,899
39,068,399 12,983,998
146,216,758 139,228 137
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. KOHAT CEMENT COMPANY LIMITED

23.2 Salaries, wages and olher benefits include Rs. 974,115 and Rs. 3,473,969 (2007: Rs. 2,099,435 and Rs.
2,678,194) inrespectof provident fund contribution and employees’ gratuity fund respectively.

24 Selling and distribution expenses

Salaries, wages and other benefits
Vehicle running

Travelling and conveyance
Printing and stationery

Postage, telephone and telegrams
Entertainment

Rent, rales and taxes

Electricity, water and gas
Adverlisementl

Depreciation

Cement loading charges

Sea freight and other charges on exporls

Miscellaneous

2008 2007

Note Rupees Rupees
241 5,905,260 7.212,227
1,314,510 1,349.219
534,014 780,400
325,039 332,732
533,031 570,367
644,978 542,798
541,898 571,696
71,578 97,526
842,000 520,913
131 320,721 338,123
2,981,901 3,124 254
10,397,837 2,430,519
465,596 831,032
24,878,363 18,701,815

24.1 Salaries, wages and other benefits include Rs. 71,835 and Rs. 180,852 (2007; Rs. 114,559 and Rs.
152,109) in respect of provident fund contribution and employees' gratuity fund respectively.

25 Administrative and general expenses

Salaries, wages and other benefits
Vehicle running

Traveling and conveyance
Printing and stationery

Legal and professional

Postage, telephone and telegrams
Repairs and maintenance

Renl, rales and taxes
Entertainment

Auditor's remuneration
Depreciation

Advertisement

Miscellaneous

25.1 19,963,661 28,602,875
2,252,208 2,588,005

1,709,654 950,311

1,429,224 1,201,492

25.2 3,732,058 2,377,855
1,976,392 2,203,237

694 864 121,717

4,677,343 3,290,062

723,159 649,060

253 337,500 315,000
13.1 748,349 788,954
1,362,826 735,870

1,286,805 1,007 941
40,894,043 46,338,529

25.1 Salaries, wages and other benefits include Rs. 229,907 and Rs. 436,020 (2007: Rs. 368,574 and Rs.
366,709) in respect of provident fund confribution and employees' gratuity fund respectively.
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T KOHAT CEMENT COMPANY LIMITED

25.2 | egal and professional charges include remuneration to cost auditor Rs. 35,000 (2007: Rs. 35,000).

Note 2008 2007
25.3 Auditor's remuneration Rupees Rupees
Slatutory audit 200,000 190,000
Half year review 100,000 82,500
Certifications - 10,000
Cut of pocket expenses 37,500 32,500
337,500 315,000
26 Other operating expenses

Workers' profit participation fund 101 - 3 663,646
Workers' welfare fund - 1,501,717
Donations 26.1 2,061,095 2475352

Exchange loss 18,897,875 .
20,958,970 7,640,715

26.1 MNoneofthe directors of the Company or any of their spouse have any interestin donee's fund except for Rs.
618,095 (2007: Rs. 1,417,505) paid to Kohat Cement Educational Trust ("the Trust"). Mr. Aizaz Mansoor
Sheikh and Mr. Nadeem Atta Sheikh, Directors of the Company are members of the Board of Trustees of
the Trust.

27 Other operating income

Income from financial assels

Profitfmark-up on bank deposits 5,177,086 42 497 909
Income from sale of invesiment . 54 944
Income from non-financial assets

Insurance claim realized 13,862,940 348,815

Income from sale of scrap 18,970 5.551,029

Profit an sale of assets 13.2 1,809,652 4,045,353

Property tax payable written back - 15,840,000

Sales tax refunded 7412101 -

Net gain on derivative financial instruments 3,267,215 -

Miscellaneous 4,430,532 7,286,698
35,978,496 75,624,748
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Note 2008 2007
28 Finance cost Rupees Rupees
Restaled
Interestimark-up on;

Liabilities against assets subject to finance lease 176,591 1,115,007
Short term finances under mark up arrangemenis 42,364,942 4,001,967
Long term finances 2,510,274 5,789,435
Workers' profit participation fund 212,979 2,519,002
Bank charges, commission and others 3,670,534 4,944 607
48,935,320 18,370,018

29 Voluntary separation scheme (VSS)

During the year, the Company offered Voluntary Separation Scheme (the Scheme) to its permanent unionised
workers. The benefits offered over and above the accumulated post retirement benefit obligation have been
reated as VSS cost. The break of the VSS expenses is as follows:

Total benefits payable lo

employees opted for VSS 410,349,122 -
Less: Amount relates to service dues
Leave encashment 4,143,963
Gratuity 34,722 978
Provident fund 104,195,780
267,286,401
30 Taxation
For the year
Current 30.1 7,122,829 23,932,303
Deferred (64,256,213) (7,151,333)
(57,133,384) 16,780,970
For prior year
Deferred - 62,691,349
(57,133,384) 79,472,319
30.1  Current

30.1.1The Income Tax Appellate Tribunal (ITAT) while disposing of the Company's appeal against the order
passed by the Commissioner of Income Tax (Appeals) - CIT{A) pertaining to the assessment year 1995-96,
set aside the order of CIT(A) and the Taxation Officer (TO) while giving effect lo the order of [TAT levied
additional tax of Rs. 7.8 million under section 89 of the Income Tax Ordinance, 1979. However, the
management disputes the ITAT decision as well as TO appeal effect order and has filed a reference
application with the Honourable High Court, Lahore agains! the order of ITAT and has filed an appeal with
CIT (A) against the order of TO which are pending adjudication,
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30.1.2 Commissioner of Income Tax (Appeals) disposed off the matter relating to profit and loss account add backs,
remanded back to it by ITAT pertaining to tax year 2003 in favour of the Company resulting into income tax
refund of Rs. 10.7 million. The Tax Depariment being aggrieved by this order has filed an appeal before ITAT
which is pending adjudication.

30.1.3 Taxation Officer in his impugned order U/S 161/205 of the Income Tax Ordinance, 2001 pertaining to tax
year 2007 has created a disputed demand of Rs. 4.5 millicn an alleged short deduction of tax on payments
made o transporters. According lo the TO's order, the Company was required to deduct tax @ 6% instead
of 2 %. However, the Company deducted tax from the payments made to transparters on account of goods
transport services @ 2% in accordance with Clause 27 of Part || of Second Schedule to the Income Tax
Ordinance, 2001. The management disputes the TO's arder and has filed an appeal with the Commissioner
of Income Tax (Appeals), Lahore against the above order which is pending adjudication.

30.1.4 The Taxation Officer has passed orders U/S 88 and 89 of the Income Tax Ordinance, 1979, crealing an
aggreqate additional tax demand of Rs. 3.2 million for the assessment year 2002-03. The Company
disputes these orders and has filed appeals before CIT (A) which are pending adjudication.

The Company's management is confident of a favorable outcome in respect of the above cases and
acc:}rdin-glyr no prcwision has been made in thesea financial statements for the above stated demands.

30.2 Sincethe Company is liable to pay minimum tax, therefare, no numerical tax reconciliation is given,

2008 2007
Restated
31 (Loss)learnings per share - basic and diluted

(Loss)learnings per share - Basic
(Loss)/profit for the year after taxation Rupees (222,439,366) 248,368 268
Weighted average number of ordinary shares

in issue during the year Numbers 117,052,037 117,052,037
(Loss)learnings per share - basic - restated Rupees (1.90) 212

Number of shares in issue during the year ended 30 June 2007 has been restated for the effect of bonus shares
issued during this year.

(Loss) | earnings per share - Diluted

There is no dilution effect on the basic eamnings / (loss) per share as the Company does not have any convertible
instruments inissue as at 30 June 2008 and 30 June 2007.
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Note 2008 2007
32  Cashandcashequivalents Rupees Rupees
Cash and bank balances 21 36,994,967 132,401,943
Short term running finances 1 {1,096,066,075) (146,434 421)
(1,059,071,108) (14,032 478)

33  Transactions with related parties

The related parties comprise associated companies, directors of the Company, key management staff and staff
retirement funds. Amounts due fromfto related parties are shown under receivables and payables, amounts due to
directors are shown under payables and remuneration of directors is disclosed in note 35. Other significant
transactions with related parties are as follows:

Contribution to provident fund 1,275,857 2,582 568
Contribution to gratuity fund 6,023,320 898,100
Sale of cement to associated companies . 2,449,200
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34 Financial assets and liabilities

Interest bearing Kon-interest bearing
Effective Maturity Maturity Maturity Maturity Maturity Maturity
interast within fram ona to mare than within from ana to mare than
rate one year five years five years  one year five years five years 2008 Credit Risk
% Rupees — —
Financial assets
On balance sheet
Loans and advances o employees ;] 380,682 453,830 = 53,052 78,270 - 975,834 975,834
Laong terrm loan 1o SNGPL 15 4,700,000 18,800,000 18,800,000 £ # * 42,300,000 42,300,000
Deposits B . - - 4,429,440 . 4,479,440 4,429,440
Trade debts . . 16,341,081 - 15,341,081 15,341,081
Advances deposits and othar
recaivahles 3 - - 246,266,038 . - 245,266,038 245,266,039
Cash and bank balances i5-5 31,614,336 - - 5,380,631 - . 36,904, 967 15,882,050
36 685,018 18,263,830 18,800,000 266,040 803 4507710 . 145,307 364 344,194 444
Cff balance sheet . - . . . . . .
36,845,018 19,263,830 18,600,000 266,040,803 4,507,710 . 345,307 381 344,194 444
Financial lisbilities
=
On balance sheel o
Long larm loans 10-15.02 626,022 321 2,081,785, 115 . - - . 3,606, 808,036 §
Liabilities against assets subject =
to finance lease 1427 1,475,601 3,686,712 - : : - 5,162,313 2.
Deposits and retention monay . . . 25,716,722 135,837 621 - 161,554,343 I
Short term borrowings 1.03-1563  1,086,066,075 . . . . . 1,096,066,075 E
Intarast an sacured loans - - - 50,718,344 . - 50,719,344 -
Craditors accrued and athar llabdities - - 162,818 628 . - 162 819,628 0
O balance sheat -
Commitments - . . 155,727,128 . - 155,721,128 b
Guarantees - - - 401,012,000 - - 401,012,000 5
1.722,563,997 2085472 427 . T96.004,822 135,837,621 . 5.629,968.887 E
g
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Financial assets

On balance sheet

Loans and advances to employees

Long term loan 1o SNGPL

Deposils

Trede debls

I Advances deposits and othaer

recaivables

Caeh and hank balancas

Off balance sheet
Financial liabilities

On balance sheat
Long tarm loans
Liabilibes agains! assels subject
1o finemce lease
Eamed leaves
Deposits and relenton money
Short term bormowings
Interest on sacured loans
Cradifors accrued and other liabdities

Off balance sheet
Commulments
Guaraniees

Lir

Interest bearing Non-interest bearing
Effective Maturity Maturity Maturity Maturity Maturity Maturity
intarast within from ona to mora than within from ana to mare than
rafe one year five years five years  one year five years five years 007 Credit Risk
Y Rupees
5 478717 570,990 - 2,397 298 2,860,211 - B,307 916 8,307 916
1.5 4,700,000 18,800,000 23,500,000 . - - 47,000,000 47,000,000
- - - . 3,870 440 - 3879440 3,879,440
- 21,381 453 . 21,381 453 21,381.453
= E = 18,510,850 - - 18,510,850 18 510,850
35-115 126,983 6RA - - 5418255 - - 132,401 843 131,251 402
132162405 19,370,890 23,500,000 47 708,556 6,739 851 - 229,481 802 228 331,061
132,1862.405 19,370,990 23.500,000 47,708,556 6,739,851 - 229,481 802 228,337,081
10-12.74 218,120,218 2.528,308,354 175,000,000 . - 2.921428,572
T.75-13.38 - - & = - .
- - . 5631039 5631030
: 16,452 800 106,808,320 126,261,129
7-13 146,434 421 . - . 146,434 421
. . 12,260,606 - 12,260,606
- - . 895,181,412 . - 95181412
364,554 639 2,528 308,354 175,000,000 126,894 827 112,430,358 - 3307197178
- - - 423470926 - 423 AT 926
- . . 333,500,000 - 333,500,000
364,554 639 2 528,308 354 175,000,000 AR3, 865,753 112 430 358 4,064, 168,105
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341 Concentration of credit risk

Credit risk represents the accounting loss that would resultif counter parties fail to perform as contracted.
All financial assets except cash in hand are subject to credit nsk. The Company believes that it is not

exposed lo major concentration of credil risk. To manage exposure lo credil rigk, the Company applies
credit limit toits customers.

34.2  Interestraterisk

Interest rate risk arises from the possibility that changes in interest rates will affect the value of financial
instruments. Part of the variable rate Rupee loan is hedged againstinlerest rate and cross currency swap
risk by instituting interest rate swap arrangement. This protects the Company against any adverse
mavement in interest rates. Financial liabilities include balance of Rs. 4,708 million (2007: Rs. 3,068
million) which is subject to interest rate risk. Other long term and short term borrowings are at fived rates.

34.3 Currency Risk

Currency risk is the risk that the values of a financial instrument will fluctuate due to changes in foreign
exchange rate. Currency risk arises mainly where receivables and payables exist due {o transaclions
with foreign buyers and suppliers. The Company does not hedge the payables, however, the risk of
exposure is mitigated by matching the maturity periods of foreign currency receivables and payables.

344 Capitalmanagement

The Board's policy is to maintain an efficient capital base so as lo maintain investor, creditor and markel
confidence and to sustain the future development of its business. The Board of Directors monitors the
return on capital employed, which the Company defines as operating income divided by lotal capital
employed. The Board of Directors also monitors the level of dividends to ordinary sharehalders.

The Company's objectives when managing capital are:

(i}  tosafeguard the entity's ability to continue as a going concermn, so that it can continue to provide
returns for shareholders and benefits for other stakeholders, and

(i)  toprovide an adequate return to shareholders.

The Company manages the capital structure in the context of economic conditions and the risk
characteristics of the underlying assels. Inorder to maintain or adjust the capital structure, the Company
may, for example, adjust the amount of dividends paid to shareholders, issue new shares, or sell assels

toreduce debt.

The Company monitors capital on the basis of the debt-to-equity ratio - calculated as a ratio of total debt to
equity.
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The debt-to-equity ratios as at 30 June 2008 and at 30 June 2007 were as follows:

2008 2007
{(Rupees in thousand)

Total debt 4,708,036 3,067,863
Total equity and debt 7,037,165 5,627,256
Debt-to-equity ratio 67 55

The increase in the debt-to-equity ratio in 2008 resulted primarily from additional borrowings made during
the year to finance the expansion project and to meet additional working capital requirements.

34.5 Fairvalue ofthe financial instruments

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

35-  Remuneration of Chairperson, Chief Executive and Directors

Chairperson Chief Executive Directors
2008 2007 2008 2007 2008 2007
Rupees Rupees Rupees Rupees Rupees Rupees

Managerial remuneration . 1,200,000 1,200,000 4,950,000 1,800,000
Medical reimbursement 362,039 . 2,806,406 1,311 460

362,039 . 4,006,406 2.511.4& 1,950,000 1,800,000
Number of persons 1 1 1 1 2 L

The Company also provides the Chief Executive and Directors with free use of Company maintained cars.

36 Capacity and production

Plant Capacity Actual Production
2008 2007 2008 2007
Clinker
Grey (M Tons) 540,000 540,000 428,937 506,040
White (M Tons) 135,000 135,000 19,376 22,955
Cement
Grey (M Tons) 567,000 567,000 450,251 528,990
White (M Tons) 141,750 141,750 21,114 22,192

Lower capacity ulilization of grey cement plant is due to irregular power supply from WAPDAand under ulilization
of white cement plantis due to low market demand. The capacity figures of both the plants is based on 300 days.
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37 Dateofauthorization forissue
These financial statements were authorized for issue on 30 September 2008 by the board of directors of the
Company.
38  Postbalance sheetevents
The Board of Directors in their meeting held on 30 September 2008 have proposed a stock dividend @ 10%
(2007: 15%) i.e. 10 shares for every 100 shares held for the year ended 30 June 2008 for approval of the members
at the Annual General Meeling to be held on 31 Oclober 2008. These financial statements do not reflect the
proposed stock dividend.
39 General
Figures have been rounded off to nearest rupees.
Corresponding figures have been rearranged, wherever necessary, for the purpose of comparison.

Consumable stores amounting to Rs. 28.421 million was previously included in capital work in progress,
have now been reclassified in slores, spares and loose tools.

CHIEF EXECUTIVE DIRECTOR
Lahore: September 30, 2008
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T KOHAT CEMENT COMPANY LIMITED
KEY FINANCIAL DATA FOR LAST 8 YEARS

2008 2007 2008 2005 2004 2003 2002 2001

Trading Resuits
Quantitative data (000 M. Tonnes):
Capacity:
Clinker:
- Gray 540 540 540 540 540 540 540 540
- White 135 135 136 - - : - .
Camenl:
- Grey 567 567 567 567 567 567 567 567
- While 142 142 142 - - - -
Production:
Clinker:
- Grey 429 508 354 531 408 389 n Pl
- White 18 23 16 - - - - -
Camenl
- Grey 450 529 555 562 531 433 KT ¥
- White 21 22 15 - - . . -
Dizpatches - cement:
- Grey 452 524 557 580 535 437 361 332
- Whita 20 23 14 . - . - -
Financial data (Rs. 000):
Turnover 1375973 1,553,733 2,327,238 1,715427 1397 871 949200 964831 835607
Gross profi B7402 343267 1199662 664223 405537 89145 274850 141,820
Operating profit 20629 27236 1145849 615203 450927 19,884 234,752 94644
Profitiloss) befors tax, interest & VS5 36,649 346210 1083522 584,153 419649 38008 217608 EB6.062
Prafit/{loss) hefore tax (279.573) 327841 1039424 560040 395274 23970 20847 74,566
Profitfloss) after tax (222439) 248368  TE9BET 3BBS01 292657 16550 108,420 55208
BALANCE SHEET (Rs. 000)
Shareholders equily 2329129 2339656 2283940 1081732 B9S2 501,274 517624 485979
Fixed capital expenditure 6248720 5258260 2079393 1,119,880 905470 £30808 592317 60A.743
MNet current assels!liabilies) (685,119) 642 556,588 164,551 67535 (36,036) 52861 (B.162)
Leng term liahilities 3,121,309 2810118 245309 119,242 191176 192,033 2438 6,362
Deferred liabilities 155,733 158,740 161,268 104,240 105590 133777 144540 191,828
RATIO ANALYSIS
Gross prahil ratic % 6.35 2209 51.55 m72 3545 9,39 2847 1897
Profit befose tax ratio % 120,32 2110 44 66 32.70 28.28 253 21.83 8.92
Profit afler lax ralio % (16.17) 154949 3504 2253 20.94 1.74 11.24 6.61
Operating feed assels wmover ratio % 146,16 151,80 26901 28525 231.81 145.58 184,73 13778
Return on capital employved % (4.11) 6.52 40.64 44.78 42,30 460 327 1439
Debt : equity ratio 67:33 55:45 0:80 10:90 22:78  28:72 0:100 1:99
Current ratio 0,66 1.00 244 147 1.16 (.89 1.15 0.96
Interest coverage ratio (4.71) 1.23 2021 2517 17.22 2.70 30.87 7.02
BREAK UP VALUE PER SHARE

OF RS. 10 EACH [Rs.) 19.90 2284 2468 21, 21.13 22 85 23.60 2216
(LOSS)EARNING PER SHARE (Rs.) {1.90 212 .06 4.50 5.93 0,50 4,94 252
DIVIDENDS
Cash {Rs. 000) - - - - BBTO0  32BO0 TG.TET 43867
% age - - - - 30 15 a5 20
Baonus Shares
% age 10 15 10 50 50 50 - -
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I KOHAT CEMENT COMPANY LIMITED
Pattern of Shareholding as at 30 June 2008

No. of Sharshaldings No. of Shares
Shareholders From To Held
337 1 100 17,877
721 101 500 213,756
591 501 1,000 464,291
677 1,001 5,000 1,366,282
83 5,001 10,000 570,009
a7 10,001 15,000 451,796
15 15,001 20,000 256,766
4 20,001 25,000 86,587
10 25,001 30,000 275,464
6 30,001 35,000 191,921
3 35,001 40,000 115,278
1 40,001 45,000 44,315
4 45,001 50,000 191,209
3 50,001 55,000 158,634
1 55,001 60,000 60,000
1 £0,001 §5,000 61,500
1 70,001 75,000 75,000
1 75,001 80,000 75,267
2 85,001 90,000 175,106
2 95,001 100,000 197,982
1 100,001 105,000 102,500
1 105,001 110,000 109,843
1 110,001 115,000 112,652
2 115,001 120,000 237,335
2 120,001 125,000 247,270
1 125,001 130,000 120,750
1 135,001 140,000 138,582
1 150,004 155,000 152,432
1 180,001 185,000 180,750
3 185,001 190,000 567,495
1 220,001 225,000 223,185
1 225,001 230,000 229,901
1 250,001 255,000 252,130
1 275,001 280,000 277,500
1 320,001 325,000 122,575
1 355,001 360,000 359,950
1 435,001 440,000 436,400
1 550,001 555,000 552,000
1 05,001 £10,000 £07,793
1 760,001 765,000 763,743
1 815,001 §20,000 818,225
1 840,001 845,000 841,608
1 960,001 965,000 960,200
2 975,001 980,000 1,953,740
1 1,060,001 1,065,000 1,060,671
1 1,240,001 1,245,000 1,241,500
1 1,305,001 1,310,000 1,306,823
3 1,595,001 1,600,000 4,800,000
1 1,720,001 1,725,000 1,723,739
1 1,825,001 1,830,000 1,825,375
3 2,155,001 2,160,000 6,469,687
1 2,545,001 2,550,000 2,545,180
1 3,770,001 3,775,000 3,774,500
1 6,225,001 6,230,000 6,225,597
1 6,325,001 6,330,000 6,328,484
1 7,075,001 7,080,000 7,077,000
1 12,085,001 12,090,000 12,085,751
1 20,295,001 20,300,000 20,299,325
1 24,660,001 24,665,000 24,661,716
2548 117,052,037
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Categories of shareholders Shares held Percentage

Directors, Chief Executive Officer, their Spouse and Minor Children 75,295,186 64.33%
Associated Companies, Undertakings & Related parties 31,308 0.03%
NIT AND ICP 455 417 0,39%
Banks, Development Finance Institution, and

Non-Banking Finance Institutions 3,337 417 2.85%
Modarbas and Mutual funds 13,649 668 11.66%
Insurance Companies 52,857 0.04%
Share holders holding 10% 57,046,872 48.74%
General Public

a) Local 21,494,026 18.36%

b) Foreign 2 =
Others

i) Kohat Cement Educalional Trust 86,605 0.08%

i) Packages Limited Mgt staff Pension fund 13,044 0.01%
iii)  Joint Stock Companies 1,793,101 1.53%
iv) Kccl Employees Trust 841,608 0.72%

Lahore: 30 September 2008
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I KOHAT CEMENT COMPANY LIMITED

Pattern of Shareholding as at 30 June 2008
Additional Information as Required by the Code of Corporate Governance

CATEGORIES OF NUMEBER OF NUMEBER OF

SHARE HOLDERS SHAREHOLDERS SHARES HELD

| Associated Companies, Undertakings & Related parties 1 31,308

Tarig Motors (Private) Limited 1 31,308

Il NIT AND ICP 2 455,417

National Bank of Pakistan-Trustee depariment 1 453,086

Investment Corparation of Pakistan i 2,331

il Directors, Chief executive Officer, their Spouses and Miner Children g 75,295,186

Directors T 67,759,766

Mrs, Khawer Sultana 1 1,060,671

Mr. Alzaz Mansoor Shefkh 1 20,299 325

Mr. Nadeam Alla Sheikh 1 24,661,716

Mr. Tanig Atta Sheikh 1 12,085,831

Mrs, Ghazala Amjad 1 6,328,484

Mr. Omer Aizaz Sheikh 1 1,600,000

Mrs. Hafsa Nadeem Sheikh 1 1,723,739

Directors' Spouses 2 7,535,420

Mrs. HijabTarig W/o Mr, Tanig Atta Sheikh 1 1,306,823

Mr. Capt. Amjad Latif Sheikh H/O Mrs. Ghazala Amjad 1 6,228,597

IV Executives - NIL

V  Public Sector Companies and Corporations - NIL
VI  Banks, Development Finance Institution, Non-Banking

Finance Institutions, Insurance Companies, Modarbas and Mutual Funds 15 17,039,742

Vil Shareholders Holding Ten Percent or More Voting Interests 3 57,046,872

Mr. Aizaz Mansoor Sheikh 1 20,299 325

Mr. Nadeem Alta Sheikh 1 24 661,716

Mr. Tariq Atta Shelkh 1 12,085,831
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