Mughal Iron & Steel Industries Limited

NOTES TO AND FORMING PART OF THE
FINANCIAL STATEMENTS

for the year ended June 30, 2014

38.

39.

40.

Price Risk

Price risk represents the risk that fair value of financial instrument will fluctuate because of changes in the
market prices, whether those changes are caused by factors specific to the individual financial instrument or
its issuer, or factor affecting all or similar financial instruments traded in the market. Equity price risk arises
from available for sale equity securities held. The investment in available for sale equity securities is not
material and Company is not expose to significant price risk.

CAPITAL RISK MANAGEMENT

The Board’s policy is to maintain an efficient capital base so as to maintain investor, creditor and market
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 total capital employed. The
Board of Directors also monitors the level of dividends to ordinary shareholders.

The Company’s objectives when managing capital are:

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

(ii) to provide an adequate return to shareholders.

The Company manages the capital structure in the context of economic conditions and the risk characteristics
of the underlying assets. In order 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 assets to reduce debt.

DATE OF AUTHORIZATION

These financial statements have been authorized for issue by the Board of Directors of the Company on
02 September, 2014.

GENERAL
The figures have been rounded off to the nearest rupee.

The corresponding figures have been rearranged or reclassified, wherever necessary, for the purpose of
comparison, however, no material significant reclassification have been made other than disclosed below:

Reclassification from component Reclassification to component Amount
Trade Deposits, Prepayments & other receivables Tax refunds due from Government

- Advance income tax - Advance income tax 180,856,758
- Export regulatory duty refundable - Export regulatory duty refundable 54,148,408
- Sales tax refundable - Sales tax refundable 255,054,893
Trade Deposits, Prepayments & other receivables Prepayments & Other receivables

- Letters of credit - Letter of credits 10,151,530
- Other receivables - Other receivables 2,508,803

.

-

Chief Executive Director
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Interim Financial Statements for the Quarter ended September 30, 2014

AUDITORS’ REPORT TO THE MEMBERS

We have audited the annexed interim balance sheet of MUGHAL IRON & STEEL INDUSTRIES LIMITED (“the Company”)
as at September 30, 2014 and the related interim profit and loss account, interim statement of comprehensive income,
interim cash flow statement and interim statement of changes in equity together with the notes forming part thereof,
for the three months period 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 establish and maintain a system of internal control, and prepare
and present the above 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.
The figures of the interim profit & loss account and interim statements of comprehensive income for the quarter ended
September 30, 2013 have not been audited as we are required to audit only the quarterly figures for the quarter ended
September 30, 2014.

We conducted our audit in accordance with the auditing standards as applicable in Pakistan and agreed terms of
reference. 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
supporting the amounts and disclosures in the above said statements. An audit also includes assessing the accounting
policies and significant estimates made by management, as well as, evaluating the overall presentation of the above
said statements. We believe that our audit provides a reasonable basis for our opinion and, after due verification, we
report that:

al  inour opinion, proper books of account have been kept by the Company as required by the Companies Ordinance,
1984;

b) in our opinion:

i) The balance sheet 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;

i)  The expenditure incurred during the period was for the purpose of the Company’s business; and

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

c] inour opinion and to the best of our information and according to the explanations given to us, the interim balance
sheet, interim profit and loss account, interim statement of comprehensive income, interim cash flow statement
and interim 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
September 30, 2014 and of the profit, its comprehensive income, its cash flows and changes in equity for the period
then ended; and

d) inour opinion, no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980. (XVIII of 1980)

';(\'_gGQ \‘L\““—“Q/’f—T )

FAZAL MAHMOOD & COMPANY
Chartered Accountants
Engagement Partner: Khuldoon Abdur Rahman

Date: December 09, 2014
Lahore



Mughal Iron & Steel Industries Limited

INTERIM BALANCE SHEET

as at September 30, 2014

Rupees Note 2014 2014
September June
(Audited) (Audited)
ASSETS
NON - CURRENT ASSETS
Property, plant & equipment 4 2,849,237,326 2,865,374,803
Long-term deposits & loans 5 48,098,956 19,007,848
Total non current assets 2,897,336,282 2,884,382,651
CURRENT ASSETS
Stores, spare parts & loose tools 299,836,158 189,241,050
Stock-in-trade 6 3,503,757,749 2,683,315,636
Trade debts 7 477,479,382 321,049,463
Advances 8 224,342,318 294,549,694
Short term prepayments & other receivables 9 17,731,441 13,939,045
Refunds due from the Government 10 655,237,960 569,897,941
Cash and bank balances 11 255,115,735 117,345,747
Total Current Assets 5,433,500,743 4,189,338,576
TOTAL ASSETS 8,330,837,025 7,073,721,227
EQUITY AND LIABILITIES
SHARE CAPITAL & RESERVES
Share capital 12 820,411,530 820,411,530
Revenue reserve 13 636,803,099 505,906,156
Shareholders’ Equity 1,457,214,629 1,326,317,686
NON - CURRENT LIABILITIES
Long term financing - banking companies 14 203,038,772 254,645,565
Long term loans from related parties 15 2,139,678,302 1,834,464,178
Deferred liabilities 16 37,498,476 39,968,644
Total non current liabilities 2,380,215,550 2,129,078,387
CURRENT LIABILITIES
Trade and other payables 17 888,098,483 586,300,571
Mark-up accrued on secured loans 18 76,947,432 40,512,933
Short term borrowings 19 3,327,655,501 2,802,741,491
Current maturity of long term financing 14 200,705,430 188,770,159
Total current liabilities 4,493,406,846 3,618,325,154
Total liabilities 6,873,622,396 5,747,403,541
CONTINGENCIES AND COMMITMENTS 20.

TOTAL EQUITY & LIABILITIES

8,330,837,025

7,073,721,227

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

s

s

Chief Executive

Director




ITERIM PROFIT AND LOSS ACCOUNT

for the first quarter ended September 30, 2014

Interim Financial Statements for the Quarter ended September 30, 2014

Rupees Note 2014 2013
September 30 September 30
(Audited) (Un-audited)
Sales - net 21 1,709,090,575 1,548,035,049
Less: Cost of sales 22. 1,436,987,331 1,356,966,005
GROSS PROFIT 272,103,244 191,069,043
Less:
Distribution cost 23 9,669,837 2,135,615
Administrative expenses 24 22,649,608 19,612,090
Workers’ profit participation fund 6,786,853 5,708,034
39,106,298 27,455,738
Add:
Other income 25 1,753,374 L43,444
PROFIT FROM OPERATIONS 234,750,320 164,056,749
Less: Finance cost 26 105,800,110 55,604,104
PROFIT BEFORE TAXATION 128,950,210 108,452,645
Taxation - net 27 (1,946,733) -
PROFIT AFTER TAXATION 130,896,943 108,452,645
EARNING PER SHARE 28
Basic 1.60 1.32
Diluted 1.30 -

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

Chief Executive

FH

Director




Mughal Iron & Steel Industries Limited
INTERIM STATEMENT OF COMPREHENSIVE INCOME

for the first quarter ended September 30, 2014

Rupees Note 2014 2013
September 30 September 30
(Audited) (Un-audited)
PROFIT AFTER TAXATION 130,896,943 108,452,645

Items that may be reclassified
subsequently to profit or loss account -

Items that will not be subsequently

reclassified to profit or loss account - -
TOTAL COMPREHENSIVE INCOME FOR THE PERIOD 130,896,943 108,452,645

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

B/ FH

Chief Executive Director



INTERIM CASH FLOW STATEMENT

for the first quarter ended September 30, 2014

Interim Financial Statements for the Quarter ended September 30, 2014

Rupees Note 2014 2014
September 30 June 30
(Audited) (Audited)
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation 128,950,210 397,630,248
Adjustments for non cash items:
Depreciation 22,324,775 76,873,432
Finance costs 105,800,110 217,599,894
Loss on de-recognition of available for sale investments - 561,600
Retirement benefit charge - 6,215,282
Provision for workers’ profit participation fund 6,786,853 20,927,908
134,911,738 322,178,116
Profit before working capital changes 263,861,948 719,808,364
Working capital changes
(Increase) In Current Assets
Stores, spare parts & loose tools (110,595,108) (48,779,348)
Stock-in-trade (820,442,113) (2,210,340,167)
Trade debts (156,429,919) (90,488,840)
Advances 70,207,376 (221,510,590)
Short term prepayments & other receivables (3,792,396) 139,174
Refunds due from the Government (48,999,043) 36,578,612
(1,070,051,203) (2,534,401,159)
(Decrease) In Current Liabilities
Trade and other payables 315,938,967 306,003,753
Cash (utilized) in operations (490,250,288) (1,508,589,042)
Finance cost paid (69,365,613) (205,149,264)
Workers' profit participation fund paid (20,927,908) (6,161,494)
Retirement benefits paid (523,435) (383,544)
Long-term deposits & loans (29,091,108) 560,530
Income tax paid (36,340,974) (116,416,494)
(156,249,038) (327,550,266)
Net cash (utilized) in operating activities (646,499,326) (1,836,139,308)
CASH FLOWS FROM INVESTING ACTIVITIES
Payments for capital work in progress (5,943,258) (300,345,525)
Sale proceeds from disposal of available for sale investments - 438,400
Payments for capital expenditure in property, plant & equipment (244,040) (218,345,344)
Net cash (out flow) from investing activities (6,187,298) (518,252,469)
CASH FLOWS FROM FINANCING ACTIVITIES
Long term financing - net (39,671,522) 125,283,412
Long term loans from related parties - net 305,214,124 512,210,086
Share issue costs - (1,501,200)
Net cash inflow from financing activities 265,542,602 635,992,298
NET (DECREASE) IN CASH AND CASH EQUIVALENTS (387,144,022) (1,718,399,479)
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE PERIOD / YEAR (2,685,395,744) (966,996,265)
CASH AND CASH EQUIVALENTS AT THE END OF THE PERIOD / YEAR 29 (3,072,539,766) (2,685,395,744)

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

s

s/

Chief Executive

Director




Mughal Iron & Steel Industries Limited

INTERIM STATEMENT OF CHANGES IN EQUITY

for the first quarter ended September 30, 2014

(Deficit) on Revenue
remeasurment of Reserve -
Share available for sale Un - Total
capital investments to appropriated
Rupees fair value Profit
Balance as at June 30, 2013 - (audited) 820,411,530 (569,000 128,667,062 948,509,592
Total Comprehensive Income
After tax profit for the period - - 108,452,645 108,452,645
Other comprehensive income - net of taxes - - - -
- - 108,452,645 108,452,645
Share issue costs - - (1,501,200) (1,501,200)
Balance as at September 30, 2013 - (un-audited) 820,411,530 (569,000) 235,618,507  1,055,461,037
Total Comprehensive Income
After tax profit for the period - - 282,407,214 282,407,214
Other comprehensive income - net of taxes
- Actuarial (loss) on defined benefit plan - - (12,119,565) (12,119,565)
- Loss realized on disposal of available for sale
investments - 569,000 - 569,000
- 569,000 270,287,649 270,856,649
Balance as at June 30, 2014 - (audited) 820,411,530 - 505,906,156  1,326,317,686
Total Comprehensive Income
After tax profit for the period - - 130,896,943 130,896,943
Other comprehensive income - net of taxes - - - -
- - 130,896,943 130,896,943
Balance as at September 30, 2014 - (audited) 820,411,530 - 636,803,099  1,457,214,629

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

Chief Executive

Director



Interim Financial Statements for the Quarter ended September 30, 2014

NOTES TO AND FORMING PART OF THE
INTERIM FINANCIAL STATEMENTS

for the first quarter ended September 30, 2014

1. LEGAL STATUS AND NATURE OF BUSINESS

Mughal Iron & Steel Industries Limited ("The Company”) was incorporated on February 16, 2010. The
Company is registered as an unlisted public Company in Pakistan under Companies Ordinance, 1984. The
registered office of the Company is situated at 31-Shadman-I, Lahore. The Company is principally engaged in
the business of manufacturing and trading of mild steel products.

2, BASIS OF PREPARATION
2.1 Statement of compliance

This complete set of interim financial statements of the Company for the three months period ended
September 30, 2014 has been prepared in accordance with approved accounting standards as applicable in
Pakistan, the requirements of the Companies Ordinance, 1984 (the Ordinance), and directives issued by the
Securities and Exchange Commission of Pakistan (SECP). Approved accounting standards comprise of such
International Financial Reporting 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.

The Company is in the process of listing its securities on stock exchanges, therefore, the management has
voluntarily complied with Fourth Schedule of the Companies Ordinance, 1984 for disclosure requirements
and has prepared and presented in these interim financial statements all the information as required for full
annual financial statements, except for, detailed summary of significant accounting policies which are same
as those for the preceding annual financial year.

The figures for the three months period ended September 30, 2014 have been duly audited by the statutory
auditors of the Company. However, the figures for the three months period ended September 30. 2013 are
unaudited.

2.2 Overall valuation policy

These financial statements have been prepared under the historical cost convention except as explained in
relevant notes, if any.

2.3 Functional and presentation currency

Items included in the interim financial statements of the Company are measured using the currency of the
primary economic environment in which the entity operates (the functional currency), which is the Pakistan
Rupee (Rs.).

2.4 Critical accounting estimates & judgments

The preparation of these interim financial statements in conformity with approved accounting standards, as
applicable in Pakistan, requires management to make estimates, assumptions and use judgments that affect
the application of policies and reported amount of assets, liabilities, income and expenses. Estimates and
associated assumptions are based on historical experience and various other factors that are believed to
be reasonable under the circumstances, the results of which form the basis of making the judgments about
carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may
differ from these estimates. The estimates underlying the assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognized in the period in which the estimate is revised if the revision
affect only that period, or in the period of revision in future period if the revision affects both current and future
periods.



m Mughal Iron & Steel Industries Limited

NOTES TO AND FORMING PART OF THE
INTERIM FINANCIAL STATEMENTS

for the first quarter ended September 30, 2014

Judgments and estimates made by the management that may have a significant risk of material adjustments
to the financial statements in subsequent years are as follows:

i) Residual values and useful lives of Property, plant and equipment
ii) Provision for slow moving and obsolete stores and spares and stock in trade
iii) Estimated liability in respect of staff retirement benefits

iv) Provisions against doubtful balances

v) Taxation

vi) Fair value of investments classified as ‘available for sale’
vii) Contingencies

The Company reviews its doubtful balances at each balance sheet date to assess the adequacy of the provision
there against. In particular, judgment is required in the estimation of the amount and timing of future cash
flows when determining the level of provision required. Such estimates are based on assumptions about a
number of factors and actual results may differ, resulting in future changes to the provision.

3. SIGNIFICANT ACCOUNTING POLICIES
The accounting policies and methods of computation adopted in the preparation of these interim financial
statements are the same as those applied in the preparation of the preceding annual financial statements
of the Company for the year ended June 30, 2014. Certain standards, amendments and interpretations to
approved accounting standards are effective for accounting periods beginning on or after July 01, 2014, but
are considered not relevant or to have any significant effect on the Company’s operations and are, therefore,
not detailed in these interim financial statements.
Rupees Note 2014 2014
September June
(Audited) (Audited)
4, PROPERTY, PLANT & EQUIPMENT
Property, Plant & Equipment 4.1 2,834,550,052 2,558,660,278
Capital work in progress 4.2 14,687,274 306,714,525

2,849,237,326 2,865,374,803
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Mughal Iron & Steel Industries Limited

NOTES TO AND FORMING PART OF THE
INTERIM FINANCIAL STATEMENTS

for the first quarter ended September 30, 2014

Rupees Note 2014 2014
3 Months 12 Months
(Audited) (Audited)
4.2 Depreciation for the period / year has been allocated as follows:
Cost of Goods Sold 20,368,204 67,686,501
Administrative Expenses 1,956,571 9,186,931
22,324,775 76,873,432

4.2.1 The company has leased out its power plant, sheet mill unit and ferro alloy unit aggregating to Rs. 494.361
million respectively to Mughal Steel Metallurgies Corporation Limited.

Opening balance Expenditure Capitalized Closing balance
Rupees September 30, 2014
4.2 Following is the movement in
capital work in progress:
Plant & machinery
- Civil work 52,614,758 - (44,928,984) 7,685,774
- Plant & machinery 247,098,267 5,943,258 (253,041,525) -
Intangible
- Software 7,001,500 - - 7,001,500
September 30, 2014 306,714,525 5,943,258 (297,970,509) 14,687,274
Opening balance Expenditure Capitalized Closing balance
Rupees June 30, 2014
Plant & machinery
- Civil work - 52,614,758 - 52,614,758
- Plant & machinery - 247,098,267 - 247,098,267
Intangible
- Software 6,369,000 632,500 - 7,001,500

June 30, 2014 6,369,000 300,345,525 - 306,714,525




Interim Financial Statements for the Quarter ended September 30, 2014

Rupees Note 2014 2014
September June
(Audited) (Audited)
5. LONG TERM DEPOSITS & LOANS
(Considered good)
Long term deposits 5.1
Related parties
- Al-Bashir Steel Industries (Private) Limited 500,000 500,000
Others
- Lesco 12,852,000 12,852,000
- Others 1,915,062 4,831,313
15,267,062 18,183,313
Long term loan to related parties
- Employees - secured 5.2 3,569,070 1,442,715
Less: Current maturity (838,176) (618,180)
2,730,894 824,535
- Mughal Energy Limited 5.3 30,101,000 -
48,098,956 19,007,848
5.1 These are classified as ‘loans and receivables ‘under IAS 39 (Financial Instruments-Recognition and

Measurement) which are required to be carried at amortized cost. However, these, being held for an indefinite
period with no fixed maturity date, are carried at cost as their amortized cost is impartibly to determine.

5.2 This represents interest free vehicle loan to employees which are secured against post dated cheques.
5.3 This represents loan given to Mughal Energy Limited an associated undertaking. The loan carries markup @
12.50%.
Rupees Note 2014 2014
September June
(Audited) (Audited)
6. STOCK IN TRADE
Raw material 2,125,559,015 1,082,698,119
Finished goods 506,574,253 547,927,209
2,632,133,268 1,630,625,328
Stock in transit 871,624,481 1,052,690,308

3,503,757,749 2,683,315,636

7. TRADE DEBTS
Considered good - unsecured

Related parties

- Mughal Steel Metallurgies Corporation Limited 143,170,341 141,686,862
Others 333,983,431 179,036,991
477,153,772 320,723,853
Considered doubtful 325,610 325,610
477,479,382 321,049,463

71 The maximum aggregate amount of balance outstanding in respect of related parties at the end of any month

during the period was Rs. 144.170 million. (2014: Rs. 166.586 million). Balance amounting to June 30, 2014 Rs.
134.120 million in respect of related party is past due 90 days.



Mughal Iron & Steel Industries Limited

NOTES TO AND FORMING PART OF THE
INTERIM FINANCIAL STATEMENTS

for the first quarter ended September 30, 2014

Rupees Note 2014 2014
September June
(Audited) (Audited)
8. ADVANCES
(Considered good)

Related party
- Employees - secured

- Executives 8.1 2,504,864 1,858,641
- Others 7,312,466 6,141,217
9,817,330 7,999,858
-Advances against expenses 3,317,349 190,245
13,134,679 8,190,103
Others
- Suppliers 211,207,639 286,359,591
224,342,318 294,549,694
8.1 These are provided to employees under their terms of employment. These are secured against gratuity.

Directors & Chief Executive have not received any advances from the Company during the period end.

Rupees Note 2014 2014
September June
(Audited) (Audited)
8.1.1 Reconciliation of carrying amount of advances to employees
Opening balance 7,999,858 6,495,025
Add: Disbursements 3,710,807 7,968,122
11,710,665 14,463,147
Less: Repayments (1,893,335) (6,463,289)
Closing balance 9,817,330 7,999,858
9. SHORT TERM PREPAYMENTS & OTHER RECEIVABLES
(Considered good)
Prepayments 863,858 687,650
Letters of credit 6,934,235 8,144,419

Other receivables
- Related parties

- Mughal Energy 9.1 192,744 -
- Employees 838,176 618,180
- Mughal Steel Metallurgies Corporation Limited 6,813,633 2,400,000
- Other 2,088,795 2,088,796
9,933,348 5,106,976

17,731,441 13,939,045

9.1 This represents markup receivable in respect of loan given to Mughal Energy Limited (Refer Note.6.2)
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Rupees Note 2014 2014
September June
(Audited) (Audited)
10. REFUNDS DUE FROM THE GOVERNMENT
Advance income tax 333,614,228 297,273,252
Export regulatory duty refundable 10.1 54,148,408 54,148,408
Sales tax refundable 267,475,324 218,476,281
655,237,960 569,897,941
10.1 Government of Pakistan (GoP) imposed regulatory duty on export of scrap and steel products with the objective
to protect the local steel industry. This duty was not applicable in respect of goods manufactured and exported
from raw material imported under the DTRE scheme or in manufacturing bonded warehouse. However, the
company under protest deposited the regulatory duty to clear the export consignments at that time. This fact
is also evident from the subsequent withdrawal by Federal Board of Revenue (FBR] from exports made out
of finished goods manufactured from raw material imported in manufacturing bonded ware house or under
DTRE regime. The matter is pending with custom authorities after decision of Honorable High Court. The
Company is highly confident that the duty would be refunded.
Rupees Note 2014 2014
September June
(Audited) (Audited)
11. CASH AND BANK BALANCES
Cash in hand 1,865,022 724,424
Cash at banks
- Current accounts 252,661,349 108,361,188
- Saving accounts 589,364 8,260,135
253,250,713 116,621,323
255,115,735 117,345,747
1.1 These carry return @ 7% to 9.5% (June 2014: 7% to 9.5%) per annum.
12. SHARE CAPITAL
Authorized share capital
Number
150,000,000 150,000,000 Ordinary shares of Rs. 10/- each 1,500,000,000 1,500,000,000
150,000,000 150,000,000 1,500,000,000 1,500,000,000

Issued. Subscribed & paid up capital

Number
8,801,710 8,801,710  Ordinary shares of Rs. 10/- each 88,017,100 88,017,100

allotted for consideration paid in cash

58,579,553 58,579,553 Ordinary shares of Rs. 10/- each 585,795,530 585,795,530
allotted for consideration other than cash

14,659,890 14,659,890 Ordinary shares of Rs. 10/- each allotted 146,598,900 146,598,900
as bonus shares

82,041,153 82,041,153 820,411,530 820,411,530
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Rupees Note 2014 2014
September June
(Audited) (Audited)
13. REVENUE RESERVE
Un-appropriated profit
Opening balance 505,906,156 128,667,062
Profit after taxation for the period / year 130,896,943 390,859,859
Share issue costs - (1,501,200)
Actuarial (loss) on defined benefit plan - (12,119,565)
636,803,099 505,906,156
14. LONG TERM FINANCING - BANKING COMPANIES
(Secured)
Bank Alfalah Limited (BAFL) 14.1 329,071,500 350,788,250
MCB Bank Limited (MCB) 14.2 74,672,702 92,627,474
403,744,202 443,415,724
Less: Current maturity shown under current liabilities (200,705,430) (188,770,159)
Long term portion 203,038,772 254,645,565
14.1 Bank Alfalah Limited (BAFL)

Terms & conditions of financing from Bank Alfalah Limited are as follows:

220.487 million
Term Finance / LTFF-II
250.000 million
6MK+2% p.a.

12 quarterly

12 quarterly
October 04, 2017

108.584 million

LTFF (P&M]-I
153.000 million

SBP rate +1.50 % p.a.
12 quarterly

5 quarterly

October 05, 2015

Loan outstanding

Nature of facility

Sanctioned limit

Markup Rate

Total installments

No. of installments outstanding
Date of final repayment

Purpose:

For already financed new plant and machinery of new re-rolling mill.
To finance new electrical induction melting furnace, ancillary equipment and construction.

Security / Collateral:

- 1st exclusive charge of Rs. 100.000 million on land, building & steel structure of new re-rolling

mill section by way of EM and TRM of Rs.0.05 million.

- 1st hypothecation charge of Rs. 650.000 Million on plant & machinery of new re-rolling mill.

- Exclusive charge of Rs. 250.000 million on Plant & machinery of new Electric Furnace, CCM, Load

Management System and auxiliary components.

- Personnel guarantees of all directors including Chief Executive Officer.
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14.2 MCB Bank Limited (MCB)

Terms & conditions of financing from MCB Bank Limited are as follows:

Loan outstanding 32.000 million 42.673 million

Nature of facility DF LF &Il

Sanctioned limit 40.000 million 142.050 million

Markup Rate 3MK+1.5% (Floating rate] 3MK+1.5% [Floating rate)
Total installments 10 quarterly 13-14 quarterly

No. of installments outstanding 8 quarterly 2-6 quarterly

Date of final repayment July 01, 2016 January 12, 2016
Purpose:

To finance cost of construction of building / civil works, electric panel / wires and errection of induction
furnace.

To finance two brand new induction furnaces and parts of related accessories. To finance electrical
equipment and associated costs for grid station purchased directly from LESCO against their demand

notices.
Security / Collateral:

- 1st specific charge of Rs. 876.000 million over specific fixed assets of the Company (by way of
equitable / token registered mortgage with respect to land & building and by hypothecation of
machinery)

- 1st pari passu charge of Rs. 507.000 million, 2nd charge of Rs. 310.000 million and 5th charge of
Rs. 100.000 million over current assets of the Company, making the aggregate charge amount as
Rs. 917.000 million.

- Personnel guarantees of all directors and Chief Executive Officer

Rupees Note 2014 2014
September June
(Audited) (Audited)
15. LONG TERM LOANS FROM RELATED PARTIES
(Unsecured and Interest free)
Loan from:
- Mughal steel 15.1 844,855,926 964,004,469
- Directors & Sponsors 15.2 1,294,822,376 870,459,709
2,139,678,302 1,834,464,178
15.1 This represents interest free and unsecured loan from Mughal Steel, an unincorporated entity. The loan is

not repayable within the next twelve months. There is no fixed tenure for repayment of this liability and in the
absence of the availability of a defined repayment schedule, the fair value of the loan is not determinable and
hence it has been stated at cost.

15.2 This represents interest free and unsecured loan from the directors of the Company. The loan is not repayable
within the next twelve months. There is no fixed tenure for repayment of these liabilities and in the absence of
the availability of a defined repayment schedule, the fair value of these loans is not determinable and hence
they have been stated at cost.
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Rupees Note 2014 2014
September June
(Audited) (Audited)
16. DEFERRED LIABILITIES
Retirement benefit obligation 16.1 34,735,231 35,258,666
Deferred taxation - net 16.2 - 1,946,733
Deferred income 16.3 2,763,245 2,763,245
37,498,476 39,968,644
16.1 Retirement benefit obligations - unfunded gratuity plan
Opening balance 35,258,666 15,579,684
Provision for the period / year - 6,215,282
Remeasurements recognized in other comprehensive income - 13,847,244
35,258,666 35,642,210
Less: benefits paid (523,435) (383,544)
Closing balance 34,735,231 35,258,666
The Company operates a defined benefit plan which comprises of an unfunded gratuity scheme for its
permanent employees. The scheme defines the amounts of benefit that an employee will receive on or after
retirement subject to a minimum qualifying period of service under the scheme. Actuarial valuation of the
scheme is carried out every year and the latest actuarial valuation was carried out on June 30, 2014 using
Projected Unit Credit method by an approved actuary.
Rupees Note 2014 2014
September June
(Audited) (Audited)
16.2 Deferred taxation - net
Opening balance 1,946,733 (3,095,976)
Charge for the period / year
- Profit & loss account (1,946,733) 6,770,389
- Other comprehensive income - (1,727,679)
Closing balance - 1,946,733
16.2.1 Net deferred tax asset not recognized is as follows:
Credit balance arising in respect of taxable temporary differences:
Accelerated depreciation allowance 95,870,641 144,186,201
Debit balance arising in respect of deductible temporary differences:
Retirement benefit obligation (5,003,567) (4,399,119)
Losses (33,063,556) (42,745,869)
Minimum tax & tax credits (102,352,847) (95,094,480)
(140,419,970) (142,239,468)
(44,549,329) 1,946,733
16.2.2 The Company has not recognized deferred tax asset on prudent basis.
16.3 This represents unearned income in respect of vehicle loans to employees.
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Rupees Note 2014 2014
September June
(Audited) (Audited)
17. TRADE & OTHER PAYABLES
Creditors 128,268,197 123,063,481
Murabahah -secured 17.1 27,563,120 20,073,401
Accrued liabilities 101,786,167 87,157,104
Tax deducted at source 538,354 622,010
Advances from customers
- Export advances 426,580,898 252,909,412
- Local advances 196,574,894 81,547,255
Workers’ profit participation fund 17.2 6,786,853 20,927,908
888,098,483 586,300,571
171 This represents Murabaha / Import Murabahah facility with sanctioned limit of Rs. 750.000 million (June 30,
2014: 750.000 million] for purchase of used / bailed tyres, direct reduced iron, cobble plates, steel scrap/billet,
ferro silicone / ferromanganese / ferro chrome and silicone manganese etc and retirement of LCs. This facility
is operative for 180 days and carries profit rate of respective KIBOR + 1.25 % per annum. The facility is secured
against 1st pari passu charge of Rs. 667.000 million over present and future current assets of the Company,
ranking charge of Rs. 333.000 million over present and future current assets of the Company to be upgraded
in to 1st pari passu charge within 180 days from the date of sanction advice.
Rupees Note 2014 2014
September June
(Audited) (Audited)
17.2 Workers’ profit participation fund:
Opening balance 20,927,908 6,161,494
Allocation for the period / year 6,786,853 20,927,908
27,714,761 27,089,402
Amount paid during the period / year (20,927,908) (6,161,494)
Closing balance 6,786,853 20,927,908
18. MARK-UP ACCRUED ON SECURED LOANS
From banking companies in respect of:
Long term financing 10,573,701 11,612,591
Short term borrowing 66,373,731 28,900,342
76,947,432 40,512,933
19. SHORT TERM BORROWINGS
(Secured)
From banking companies 19.1
Cash finance 646,159,938 563,501,952
Running finance 262,571,541 266,174,717
Other financing facilities 2,418,924,022 1,973,064,822
3,327,655,501 2,802,741,491
19.1 These finances are obtained against a total facility of Rs. 4,964.000 million (June 2014: 4,864.000 million) and

carry markup ranging from 3 months Kibor or SBP rate plus 1 % to 2.25%. These are secured against pledge
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of stocks, 1st pari passu charge of Rs.1,974.000 million, second charge of Rs. 310.00 million and 5th charge
of Rs. 100.00 million over the present & future current assets of the Company, ranking charge of Rs. 333.00
million over the present and future current assets of the company, Lien on import documents, Duly executed
trust receipts, Lien on export documents, Shipping guarantees & personal guarantees of directors.

Rupees Note 2014 2014
September June
(Audited) (Audited)
20. CONTINGENCIES AND COMMITMENTS
Contingencies
Guarantees issued by banks in favor of SNGPL, LESCO & Railways 137,211,746 124,539,400

Commitments
Capital commitments

Raw material 722,672,000 1,045,055,729
Stores & spares 24,735,000 43,422,522
Non-capital commitments
Capital expenditure - 825,425,000
Rupees Note 2014 2013
(Quarter Ended)
September September
(Audited) (Un-audited)
21. SALES - NET
Gross local sales 1,222,791,180 577,344,189
Less: Sales tax (97,846,972) (39,702,281)
Net local sales 1,124,944,208 537,641,908
Export sales 584,146,367 1,010,393,141

1,709,090,575 1,548,035,049

22. COST OF SALES
Raw material consumed 22.1 1,030,437,694 1,398,184,962
Wages, salaries & other benefits 47,674,812 26,340,246
Stores, spare parts & loose tools consumed 111,812,424 93,470,172
Fuel and power 172,573,894 141,319,578
Repair & maintenance 625,362 330,560
Other manufacturing expenses 12,141,985 9,620,492
Depreciation 4.2 20,368,204 15,776,860
Cost of goods manufactured 1,395,634,375 1,685,042,871
Add: Opening stock of finished goods 547,927,209 53,662,217
1,943,561,584 1,738,705,088
Less: Closing stock of finished goods (506,574,253} (381,739,082)
1,436,987,331 1,356,966,005
221 Raw material consumed:
Opening stock 1,082,698,119 410,248,164
Purchases made during the period 2,073,298,590 2,036,958,128
3,155,996,709 2,447,206,292
Less: Closing stock (2,125,559,015) (1,049,021,330)

1,030,437,694 1,398,184,962
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Rupees Note 2014 2013
(Quarter Ended)
September September
(Audited) (Un-audited)
23. DISTRIBUTION COST
Freight & forwarding 7,802,061 270,762
Sales promotion & marketing expenses 1,867,776 1,864,853
9,669,837 2,135,615
24. ADMINISTRATIVE EXPENSES
Directors’ remuneration 1,200,000 2,250,000
Salaries & other benefits 11,255,654 5,756,397
Traveling & conveyance 508,404 1,351,278
Postage, telephone & fax 219,186 123,695
Printing, stationery & office supplies 9,000 66,739
Legal & professional charges 806,500 1,665,000
Auditors’ remuneration 241 525,000 205,000
Entertainment - 857,963
Fee & subscription 2,109,090 312,725
Rent, rates & taxes 440,000 141,000
Repair and maintenance 94,500 140,500
Computer expenses 12,700 182,300
Vehicle running & maintenance 179,063 964,312
Utilities 3,301,974 816,069
Insurance - 736,439
Charity & donations 24.2 31,966 1,683,603
Miscellaneous expenses - 1,500
Depreciation 4.2 1,956,571 2,357,570
22,649,608 19,612,090
241 Auditors’ remuneration
Interim Audit fee 500,000 200,000
Out of pocket 25,000 5,000
525,000 205,000
24.2 The directors or their spouse had no interest in the donee’s fund.
Rupees Note 2014 2013
(Quarter Ended)
September September
(Audited) (Un-audited)

25. OTHER INCOME
Income from financial assets

Return on saving accounts banks 60,630 83,444
Income from related parties

Lease rental Income 1,500,000 360,000
Markup on long term loan to related parties 192,744 -

1,753,374 443,444
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Rupees Note 2014 2013
(Quarter Ended)
September September
(Audited) (Un-audited)
26. FINANCE COSTS
Mark up on:
Short term borrowing 91,363,165 45,859,170
Long term financing 11,572,237 6,699,608
102,935,402 52,558,778
Bank charges 2,864,708 3,045,326
105,800,110 55,604,104
26.1 Borrowing cost capitalized during the year amounted to Rs. Nil (September 2013: Rs.21.601 million). The rate
of mark-up has been disclosed in Note.14 to the financial statements.
Rupees Note 2014 2013
(Quarter Ended)
September September
(Audited) (Un-audited)
27. TAXATION
Current 27.1 - -
Deferred (1,946,733) -
(1,946,733) -
271 Company’s income from export sales is subject to final tax liability (Final Tax Regime) under section 154 (4)

of the Income Tax Ordinance, 2001. Tax charge on local sales and profit on bank deposits is subject to normal
tax under relevant provision of the Ordinance. During the period, the tax provision is charged by considering
the provisions of 113, 113C and tax credit 65B available under the Income Tax Ordinance, 2001, therefore no
provision for taxation has been provided in these interim financial statements.

Change in the rate of corporate tax from 34% to 33% by the Government has been enacted. Numeric
reconciliation between the average tax rate and applicable tax rate has not been presented in these interim
financial statements as the Company’s income is chargeable to minimum tax U/S 113 and 113C of the Income
tax Ordinance, 2001. Tax losses available for carry forward as at September 30, 2014 aggregated to Rs. 100.192
million (June 30, 2014 129.532 million).

Following are the list of pending cases against the company, It is expected that all cases mentioned will be
decided in favor of the Company as per the legal counsel.

The initiation of the proceedings U/s 161/205 of Income Tax Ordinance, 2001, in respect of tax year 2009 and
2010 were challenged in the Honorable High Court through writ petition No. 12950/2012. After hearing the
counsel of the petitioner, the Learned Judge in Chamber was pleased to put the Federal Board of Revenue
and Inland Revenue Department to notice while the concerned ACIR was restrained from passing any adverse
order against the taxpayer. The said writ petition is pending adjudication before the court.

An appeal against order dated May 16, 2012 passed U/s 161/205 of the Income Tax Ordinance, 2001 in respect
of tax year 2011 was filed on June 05, 2012 before Commissioner Inland Revenue (Appeals-1V), Lahore by
the taxpayer. The CIR(A) remanded the case back to assessing officer vide order dated October 31, 2012.
Further, cross appeals have been filed before ATIR, Lahore Bench, Lahore on November 20, 2012 which are
still pending.
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Appeal has been filed before the Hon’ble Appellate Tribunal Inland Revenue, Lahore Bench, Lahore on October
24, 2012 against the order dated September 17, 2012 passed by the CIR(Appeals-11) Lahore in respect of Tax
year 2011 on the issue of amendment of assessment U/s 122(5) of the Ordinance. Appeal is lending adjudication
till to date.

Appeals against separate orders, passed U/s 122(5A] of the Income Tax Ordinance, 2001 dated July 31, 2013
in respect of Tax years 2011 and 2012 were passed by the Learned Additional Commissioner Inland Revenue,
Audit Range, Zone-IV, Regional Tax Officer, Lahore which have impugned in appeal before the Learned
Commissioner Inland Revenue (Appeals-Il), Lahore and are still pending for decision.

Pending Before Appeal against 0-in-Original/ Remarks
0-in-Appeal No. & Date

President of Pakistan Representations by the department Notice for production of record.
against FTO Order dated 17.01.2014
in complaint No.954/LHR/Cust(59)

/1744/2013
Appellate Tribunal Inland 0-in-A No.33/A-11/2011 dated
Revenue, Lahore 10.01.2012.
FTO Complaint No. 741/LHR/ST(16)1323 FTO decision in favor of taxpayer,
/2012 regarding SRO 308(1)/2008 Pending for implementation of
(rate difference]) FTO order
FTO Complaint No. 378-80/LHR/IT(290-92) FTO decision in favor of company,
/713-15/2012 regarding compensation pending for implementation of
for delayed refunds. FTO order
Rupees Note 2014 2013
(Quarter Ended)
September September
(Audited) (Un-audited)
28. EARNING PER SHARE
Basic earning per share
Profit after taxation 130,896,943 108,452,645
Weighted average number of ordinary shares 82,041,153 82,041,153
Basic earning per share 1.60 1.32
Diluted earning per share
Earnings used in calculation of diluted earning per share 28.1 142,469,180
Weighted average number of ordinary shares 28.2 109,391,153
Diluted earning per share 1.30
28.1 Calculation of earnings used in calculation of diluted earning per share is as follows:
Profit after taxation 130,896,943
Adjustment for mark up expense 11,572,237

Earnings for diluted earning per share 142,469,180
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Rupees Note 2014 2013
(Quarter Ended)
September September
(Audited) (Un-audited)
28.2 Weighted average number of ordinary shares used in
calculation of diluted earning per share is as follows:
Shares outstanding as at September 30, 2014 82,041,153
Contingently issuable shares 27,350,000
Weighted average number of ordinary shares 109,391,153
Rupees Note 2014 2013
(Quarter Ended)
September September
(Audited) (Un-audited)
29. CASH & CASH EQUIVALENTS
Cash and bank balances 255,115,735 117,345,747
Short term financing (3,327,655,501) (2,802,741,491)
(3,072,539,766) (2,685,395,744)
30. PLANT CAPACITY AND ACTUAL PRODUCTION
Production at normal capacity in Metric Tonne
- Melting 384,000 294,000
- Re-Rolling 675,000 675,000
- Ferro - 25,000
Actual production in Metric Tonne
- Melting 10,237 12,822
- Rolling 36,730 24,259
- Ferro - 387
30.1 Low production during the period is due to unavailability of electricity.
Rupees Note 2014 2013
(Quarter Ended)
September September
(Audited) (Un-audited)
31. NUMBER OF EMPLOYEES
Number of employees as at 30, 418 346
Average number of employees during the period 382 314
32. RELATED PARTY DISCLOSURES

The related parties comprise of directors, major shareholders, key management personnel, entities over

which the directors are able to exercise influence, entities under common directorship and employees’ funds.

Transactions with related parties are given below, while the balances outstanding at the period end are

disclosed in their respective notes. Remuneration of chief executive, directors and executives are disclosed in

respective notes the financial statements.
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Rupees Note 2014 2013
(Quarter Ended)
September September
(Audited) (Un-audited)

Disclosure of transactions between the Company and related parties:

Relationship Nature of Transaction

li) Associated companies - common directorship
- Mughal Steel (Sole Proprietor]

- Sale of goods 20,770,522 472,237,405
- Rental Income - 360,000
- Mughal Steel Metallurgies Corporation Limited
- Sale of goods 2,756,249 -
- Rental income 1,500,000 -
- Al-Bashir Steels (Private) Limited
- Rental expense 350,000 350,000
(i) Employee benefits - Payments for gratuity 523,435 -
- Payment of WPPF 20,927,908 6,161,494

Sale and purchase transactions have been carried out on commercial terms and conditions under comparable
uncontrolled price method. Outstanding balances with related parties as at period / year end have been
disclosed in relevant notes. Details of key management personnel is given in Note 36. below. Transactions at
non arm’s length, if any, are approved by the BoD.

33. REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS & EXECUTIVES
Chief Executive Directors
September September September September
2014 2013 2014 2013
Managerial remuneration 600,000 750,000 600,000 1,500,000
Number of persons 1 1 1 3
Executive
September September
2014 2013
Managerial remuneration 10,885,284 4,562,465
Medical allowance 2,112,792 456,246
Other allowances 1,088,528 719,952
14,086,604 5,738,663
Number of persons 49 23
33.1 Aggregate amount charged in these interim financial statements in respect of meeting fee for independent

director aggregates to Rs. 10,000/- and reimbursable expenses aggregated to Rs. 90,000/-. Chief Executive
Officer, Directors and some of the Executives are provided with Company maintained cars in accordance
with their terms of employment. Executives include employees whose annual basic salary is more than Rs.

500,000/-.
34. FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES
34.1 Risk management framework

The Company’s activities expose it to a variety of financial risks. The Board of Directors has overall
responsibility for the establishment and oversight of the Company’s risk management framework. The Board
is also responsible for developing and monitoring the Company’s risk management policies.
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The Company's risk management policies are established to identify and analyze the risks faced by the
Company, to set appropriate risk limits and controls, and to monitor risks and adherence to limits . The Board
meets frequently throughout the year for developing and monitoring the Company’s risk management policies.
The Company, through its training and management standards and procedures, aims to develop a disciplined
and constructive control environment in which all employees understand their roles and obligations.

The audit committee oversees how management monitors compliance with the company’s risk management
policies and procedures and reviews the adequacy of the risk management framework in relation to the risks
faced by the Company. Audit committee is assisted in its oversight by the Internal audit department. Internal
audit department undertakes both regular and ad hoc reviews of risk management control and procedures,
the results of which are reported to the audit committee.

34.2 Financial instruments as per balance sheet
Maturity Maturity
Up tooneyear  After one year Total Up to one year  After one year Total
Rupees September 30, 2014 June 30, 2014
FINANCIAL ASSETS
(Interest bearing)
Long-term deposits & loans - 30,101,000 30,101,000 - - -
(Non interest bearing)
Loans & receivables
Long-term deposits & loans - 17,997,956 17,997,956 - 19,007,848 19,007,848
Trade debts 477,479,382 - 477,479,382 321,049,463 - 321,049,463
Advances 9,817,330 - 9,817,330 7,999,858 - 7,999,858
Other receivables 9,933,348 - 9,933,348 5,106,976 - 5,106,976
Cash and bank balances 255,115,735 - 255,115,735 117,345,747 - 117,345,747
Total 752,345,795 48,098,956 800,444,751 451,502,044 19,007,848 470,509,892
FINANCIAL LIABILITIES
(Interest bearing)
At amortized cost
Long term financing 200,705,430 203,038,772 403,744,202 188,770,159 254,645,565 443,415,724
(banking companies)
Short term borrowings 3,327,655,501 - 3,327,655501  2,802,741,491 - 2,802,741,491
(Non interest bearing)
At cost
Long term loans - 2,139,678,302  2,139,678,302 - 1,834,464,178  1,834,464,178
[from related parties)
Retirement benefit obligation - 34,735,231 34,735,231 - 35,258,666 35,258,666
At amortized cost
Trade and other payables 257,617,484 - 257,617,484 230,293,986 - 230,293,986
Mark-up accrued - - - - -
(on secured loans) 76,947,432 - 76,947,432 40,512,933 - 40,512,933
Total 3,862,925,847  2,377,452,305  6,240,378,152  3,262,318,569  2,124,368,409  5,386,686,978
On balance sheet gap (3,033,632,620] (2,329,353,349) (5,362,985,969] (2,770,303,592) (2,105,360,561) (4,875,664,153]
Off balance sheet financial instruments
Letter of credits 747,407,000 1,913,903,251
Letter of guarantees 137,211,746 124,539,400
Total 884,618,746 2,038,442,651
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34.2.1 The respective interest/markup rates for the monetary financial asset and liabilities are mentioned in
respective notes to the financial statements.

34.2.2 Fair value

The carrying values of the financial assets and financial liabilities approximate their fair values except for
loans from related parties as disclosed in note. 15 respectively to the interim financial statements. Fair value
is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing
parties in an arm’s length transaction. If the transaction is not based on market terms, or if a market price
cannot be readily determined, then an estimate of future cash payments or receipts, discounted using the
current market interest rate for a similar financial instrument, is used to approximate the fair value.

34.3 Financial Risk Factors

The Company is exposed to the following risks from its use of financial instruments:

- Credit risk & concentration of credit risk
- Liquidity Risk
- Market Risk

This note presents information about the company’s exposure to each of the above risks, the Company’s
objectives, policies and processes for measuring and managing risk, and the Company’s management of
capital.

34.3.1 Credit risk & concentration of credit risk

Credit risk is the risk of financial loss to the Company if a customer or counter party to a financial instrument
fails to meet its contractual obligations, and arises principally from long term deposits & loans, trade debts,
advances to employees, other receivables and bank balances.

Credit risk is managed according to established policy, procedures and controls relating to customer credit
risk management. Credit limits are established for all customers based on internal rating criteria. Credit
quality of the customer is assessed based on an extensive credit rating. Outstanding customer receivables are
regularly monitored and shipments to the customers are generally covered by letter of credit or other for move
credit insurance. Geographically there is no concentration of credit risk. The maximum exposure to credit risk
for trade debts at the reporting date are with dealers within the country.

The Company’s most significant amount receivable is from Mughal Steel Metallurgies Corporation Limited
(June 2014: Mughal Steel Metallurgies Corporation Limited). This is included in total carrying amount of trade

receivables as at reporting date.

Based on past experience, the management believes that no impairment allowance is necessary in respect of
trade debts.

Exposure to credit risk:

The maximum exposure to credit risk at the reporting date was:
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Rupees 2014 2014
September June
(Audited) (Audited)
Loans & receivables:
Long term deposits & loans 48,098,956 19,007,848
Trade debts 477,479,382 321,049,463
Advances 9,817,330 7,999,858
Other receivables 9,933,348 5,106,976
Bank balances 253,250,713 116,621,323
798,579,729 469,785,468
Concentration of credit risk:
The Company identifies concentrations of credit risk by reference to type of counter party. Maximum exposure
to credit risk by type of counterparty is as follows:
Rupees 2014 2014
September June
(Audited) (Audited)
Customers 477,479,382 321,049,463
Banking companies & financial institutions 253,250,713 116,621,323
730,730,095 437,670,786

Credit quality and impairment:

Credit quality of financial assets is assessed by reference to external credit ratings, where available, or to
historical information about counterparty default rates. All counterparties, with the exception of customers,
have external credit ratings determined by various credit rating agencies. Credit quality of customers is
assessed by reference to historical defaults rates and present ages.

Counterparties with external credit ratings:

These include banking companies and financial institutions, which are counterparties to cash deposits,
security deposits, margin deposits, insurance claims, and issuers of debt securities which are counterparties
to investment in debt securities and accrued return thereon. Due to long standing business relationships
with these counterparties and considering their strong financial standing, management does not expect non-
performance by these counterparties on their obligations to the Company. Following are the credit ratings of
counter parties with external credit ratings:
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Banks Rating

Bank balances Agency Short term Long term
Askari Bank Limited PACRA Al+ AA+
Bank Al-Habib Limited PACRA Al+ AA+
Bank Alfalah Limited PACRA Al+ AA
Summit Bank Limited JCR-VIS A-3 A-
Meezan Bank Limited JCR-VIS A-1+ AA
Standard Chartered Bank (Pakistan) Limited PACRA Al+ AAA
Silk Bank Limited JCR-VIS A-2 A-
United Bank Limited JCR-VIS A-1+ AA+
KASB Bank Limited PACRA A3 BBB
Bank Islami Pakistan Limited PACRA Al A
Soneri Bank Limited PACRA Al+ AA-
Habib Bank Limited JCR-VIS A-1+ AAA
JS Bank Limited PACRA Al A+

Counterparties without external credit ratings:
These include customers which are counterparties to local debts against sale of goods.

To manage credit risk the Company maintains procedures covering the application for credit approvals,
granting and renewal of counterparty limits and monitoring of exposures against these limits. As part of these
processes the financial viability of all counterparties is regularly monitored and assessed.

34.3.2 Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. The
Company’s approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient
liquidity to meet its liabilities when due, under both normal and stressed conditions, without incurring
unacceptable losses or risking damage to the Company’s reputation. The Company uses different methods
which assists it in monitoring cash flow requirements and optimizing its cash return on investments. Typically
the Company ensures that it has sufficient cash on demand to meet expected operational expenses for a
reasonable period, including the servicing of financial obligation; this excludes the potential impact of extreme
circumstances that cannot reasonably be predicted, such as natural disasters. In addition, the Company
maintains lines of credit as mentioned in note. 19 to the financial statements.

The contractual maturities of financial liabilities have been disclosed in Note. 14 above. It is not expected that
the cash flows included in the maturity analysis could occur significantly earlier or at significantly different
amounts.

34.3.3 Market risk

Market risk is the risk that the value of the financial instrument may fluctuate as a result of changes in market
interest rates or the market price due to change in credit rating of the issuer or the instrument, change in
market sentiments, speculative activities, supply and demand of securities and liquidity in the market. The
Company incurs financial liabilities to manage its market risk. All such activities are carried out with the
approval of the Board. The Company is exposed to interest rate risk, foreign currency risk and market price
risk.
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35.

36.

37.

Foreign Currency Risk

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in foreign exchange rates. Foreign currency risk arises mainly from future commercial
transaction or receivables and payables that exist due to transactions in foreign currencies. The Company is
not exposed to foreign currency risk.

Interest Rate Risk

The interest rate risk is the risk that the fair value or the future cash flows of a financial instrument will
fluctuate because of changes in market interest rates. Majority of the interest rate exposure arises from short
and long term borrowings from banks and short term deposits with banks.

Cash flow sensitivity analysis for variable rate instruments

As at September 30, 2014, if interest rates on Company’s bank borrowings had been 1% higher / lower the
markup expenses would have been higher / lower by Rs.37.313 million.

Price Risk

Price risk represents the risk that fair value of financial instrument will fluctuate because of changes in the
market prices, whether those changes are caused by factors specific to the individual financial instrument or
its issuer, or factor affecting all or similar financial instruments traded in the market. Equity price risk arises
from available for sale equity securities held. The investment in available for sale equity securities is not
material and Company is not expose to significant price risk

CAPITAL RISK MANAGEMENT

The Board’s policy is to maintain an efficient capital base so as to maintain investor, creditor and market
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 total capital employed. The
Board of Directors also monitors the level of dividends to ordinary shareholders.

The Company’s objectives when managing capital are:

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

(ii) to provide an adequate return to shareholders.

The Company manages the capital structure in the context of economic conditions and the risk characteristics
of the underlying assets. In order 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 assets to reduce debt.

DATE OF AUTHORIZATION

These financial statements have been authorized for issue by the Board of Directors of the Company on
December 09, 2014.

GENERAL

The figures have been rounded off to the nearest rupee.
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The corresponding figures have been rearranged or reclassified, wherever necessary, for the purpose of
comparison, however, no material significant reclassification have been made.

38. CORRESPONDING FIGURES

These interim financial statements include the following corresponding periods;

Component of Interim Financial Statement:

Corresponding period:

- Interim Balance sheet

Financial position as of the end of the immediately preceding

financial year.

- Interim profit & loss account

Profit & loss account for the comparable interim period of

the immediately preceding financial year.

- Interim statement of comprehensive income

Comprehensive income for the comparable interim period of

the immediately preceding financial year.

- Interim cash flow statement (41.1)

Statement of cash flows for the immediately preceding

financial year.

- Interim statement of changes in equity

Statement of changes in equity for the comparable year-to-date

period of the immediately preceding financial year.

38.1 Due to practical difficulties, the management has provided immediately preceding financial year comparatives for the Cash

Flow Statement.

Chief Executive

Director
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