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CHARTERED ACCOLENTANTS

AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed balance sheet of MUGHAL IRON & STEEL INDUSTRIES LIMITED as at June 30,
2011 and the related profit and loss account, statement of comprehensive income, cash flow statement and
statement of changes in equity fogether 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.

It is the responsibility of the company's management to establish and maintain a system of intemal control, and
prepare and present the above said statements in conformity with the approved accounting standards and the
requirements of the Companies Ondinance, 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 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 verfication, 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) 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 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;

¢} In our opinion and to the best of our information and according to the explanations given to us, the balance
sheet, profit and loss account, statement of comprehensive income, 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 50 required and respectively give a true and fair view of the state of the company’s affairs as at
June 30, 2011 and of the profit, its comprehensive income, its cash flows and changes in equity for the year
then ended; and

d) In our opinion, no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980.

F.ﬂn,_‘ m—'—_ '.=-'ﬁ= .
Lahore: October 05, 2011 FAZAL MAHMOOD & COMPANY

Charlered Accountants

(A Member Firm of JHI)

Engagement Parner: Sh. Atif Farooq

147-SHADMAN-1, LAHORE-54000 (PAKISTAN) TEL: 92-42-37576986, 37580236, 37531445, FAX: 92-42-37560971

Email: fozalm@brain.net pk, Web: www.tme.com.pk
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MUGHAL IRON & STEEL INDUSTRIES LIMITED
BALANCE SHEET
AS AT JUNE 30, 2011

Hate i1 2010 Nata 21 2010
Rupees Rupses Rupaes Rupees
EQUITY AND LIABILITIES ABSETS
GAPITAL & RESERVES WON - CURRENT ASSETS
Authorized share capdal Propaity, Plant & Equipment g 855,384,167 -
£,000,000 {2010: 10,000) Ordinary shares of Rs. 100~ each — E00.000.000 1000000 Preliminacy epenses . 111,000
Long larm Securlly depasils 25,385 501 .
Issued, subscribed &nd paid up capital 4 588,395 531 600,000 Lang temm investment [ 208,000
Uninaalkized loss on available for sali investmeant {78,000 .
Un-appropriated proft 41,704,378 =
627,307 007 600,000
HON - CURRENT LIABILITIES
Long term borowings. - Secsed 5 195,840,000
Long term koans from nelated parbes - Unsacured 5-A 183,618,822
CURRENT ASSETS
CURRENT LIABILITIES Stores and Spares 345,070,756
: Slock in frade 11 520,947 5T4
Shert berm banik borrowings - Sacuned ] 1746107238 Trade deblors - Linsacured bui considered good 12 61,005,656
Mark-up accrued on secured loans 44,378,802 Loans and advances - considered good 13 24,541,693
Current poran of kong tern liakilties T 72,488,000 * Trade depasts, Prepayments and other receivables 14 BE2 472 908
Trada and other payables & T2.916,262 50,000 Shor berm investments 15 7,800,000 -
Prowision for taxation 31,353,500 = (Cash and bank halances 16 124,100,793 535,000
1,967 244,799 50000 1,955,029,560 539,000
Contingencles and Commitments 58

The annexed nobas form an intearal part of these financial stelements
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MUGHAL IRON & STEEL INDUSTRIES LIMITED
PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2011

HOTE W
Fupees
Saess - et 17 3,006,831 283
Cost of salas 18 2,740, 120,027
GROSS PROFIT 286,771 256
Less:
Digtribution cost 1% 7665578
Adrinisirative expenses mn 57,804,175
Firenniog: ©051 H 1 I
216,889,920
OPERATING PROFIT 49,881 138
Budd:
Diar cpisfaling income e 20,435,552
0316888
Less: .
Workers' Profit Participaion Fund 3,515,844
Workers' Welfara Fund 1.336.021
PROFIT BEFORE TAXATION ¥
Taxabon Fi] 3, TG0, 64T
POFIT AFTER TAXATION #1,T04.376
EARNING PER SHARE - BASIC & DILUTED 5 1.

The annimid fotes forn an intsoral cart of thess Srancial sttements.
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MUGHAL IRON & STEEL INDUSTRIES LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2011

— NOIE 01
Fiupess
PROFIT AFTER TAXATION 41, THITE
OTHER COMFREHENSIVE LO5S
(Dl on re-maasurament of imvesimant
arvailable kor aale bo fair value T2, 0040
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 40,612,376

The annexed notes form an megral part of these Enancial statements.
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MUGHAL IRON & STEEL INDUSTRIES LIMITED

FOR THE YEAR ENDED JUNE 30, 2011

CASH FLOW STATEMENT

CASH FLOWS FROM OPERATING ACTIVITIER

Prafit bedone taxation
Adjustments: for,
Depreciation
Finanoe costs
Preliminary expenses
Profit on s3be of fived assets
Prowvision for WPPF

Profil accrued on short lerm ivvestment

Provision for WWF
Profit before working capilal changes
Adiustment for wordng capital chanoes
Cash Generated from opefalions
Finamce cost pad
Long (erm security deposils
Income tax paid

Hed cash generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Payments for capital work in progress:
Payments to acquire shon term invesiment
Payments to acmars kand lem investmaents

Proceeds from deposal of propedty, plant & souipmen

Paymants for propesty, plant & equipment

Met cash (out flow) from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Lonag term borrowings - net

Long Leem boans from refated parties - Unsecured

Leass kability renaid
Met cash inflow from financing activities

MET INCREASE IN CASH AND CASH EQUIVALENT

MMWEWMMATT}EWDFMTEM

CASH AND CASH EQUIVALENTS TAKEN OVER

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR

The annexed nobes form an integral part of these Snancial statements

%

ﬂ1-l,-l-’.';9.5.1 3
3108274

1339,034, 785
7,500, 000)
4,000,000

(371.797.876)

138,795.288

402,845,829

3960437
533,000

16 134100.793



MUGHAL IRON & STEEL INDUSTRIES LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2011

gﬁl“ Unrasiized loss on
-y available for sale  Un - appropristed Profit Total

Capital investment
Hﬁ Rupees Rupees Rupees

Balance as at June 30, 2009 . . -

Total Comorehansive Income
After tax nmﬂl:fnrﬂ_'nagﬂar - -

Other comprahansie ncome - =

Owmer Changes in Eguity .

Issuance of §.000 ondinary shares of

R 100. each fully paid in cash 600000 . - ; 500,000

Baler 3% at June 30. 2010 500.000 . - 600,000

Total Comprehensive Income _

After fax profit for the vear . - 41,704.376 41,704,376

(her comorenensive loss . {752 0000 B (7o D00
- {752.000% 41,704,376 40912376

Owner Chanoes in Eaulty

Issuance ol 5,857 954 ordinary shanes of

s 1008 each fully paid for consideration other than cash 585,795,501 - - 585, 745,501

Balance as at June 30, 2011 585,395,531 (752.000) ALT04376 ST 0T

The annexed nodtes form an intearal part of these financial statermants
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MUGHAL IRON & STEEL INDUSTRIES LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2011

STATUS AND NATURE OF BUSINESS

Mughal Iron & Sieel industries Limited (Thie Company”) wis ncorporated on February 16, 2010 and obteined cerfiicate of incorporalion of busness on May 21, 2070. The
Company is registered as an unlsted public Company in Pakistan wder Companies Ondnance, 1984, The registersd offce of the company is siuated 41-Peco Road,
Eadami Bagh Lahore. The Comgany is prncipally engaged in the business of manufachiing and trading of Mid Sheel, Stainkess Steel, Special Alloys and cther siesd producs
inciuding re-roling products. The Company s taken over ive ranning business of *Mughal Steel” with al its assets, lsbiities, stocks, contracts, nghts, prvieges, propertis,
Iscith miwable and immovalie with exclusam night o use its name

BASIS OF PREPARATION

21

22

23

14

25

Staternent of Comphance

These fnancial sislements hiweé been prepared o Ascondance wilh approved accountng standards & appicable in Palistan. Approved accountng standands
comgeise of such Intemaional Financial Reporting Standards (IFRSs) ssued by the inbemational Accounting Standards Beard es are notfied under he Companies
Ordinance, 1584, provsions of and divectves tssued under the Companies Ovfinance, 1984, In case requitements differ, the provisions or direcives of the
Ciompanies Ordinance, 1884 shall peevasl

Basits of Measurement

These financial statements hawe besn prapaed undée the histoncal cost comvention axcept 2 explained in reievant nofes.

Wse of Exbrmale & Judgment

The preparation of inancal siatemants in conformity with Inlsmalional Accounting Standards requines management tn make jdgments, estimates and essumptions
thiat effect the applicaion of policies and reported amount of assets and Rabiities, income and axpenses. 1t Al Mquines management 1o exercise its judgment in the
process of applying the company's accouniting polices. Sgnificant aress requiring the use of management estimales in e fnancial stabemants retste b provisan for
doubtiul baiances, provisions for income tames, usehd e and residual values of properdy plant and equipment. However, assumpiions and judgments: madie by
management in the appicaion of Bccounting policies thal have sigrificant efect on thi: financial staements. ane nol expecied 1o resull in materal adjustments io the
camying amounts of assets and fabilbes n nexl year,

Eunctinnal and presenizion Gurency

ams inchaded i B francial statements of the Company are meatured USing e curency of the primary econcmic envirorment in which the endty operates: (e
functional cumency), which & e Pakistan Rupes (Rs).

Eandard, amendments and mlamretations nol yel effectiva or nol appkcabie

Following amandements of inlemratabons of accounting standards ane eifer nol apolicable or donal have maberial aflect offer an addiional diecosures.

- Finanaal Insnaments Disclosures - Amendments ko IFRS 7 (EMectve July 1, 2010}

- Presaniation of Financial Staternants = Amesdmenis o A5 1 (Effactve January 1. 2011)
- Related Party Disclosunes - Amendments o 1AS 24 {EMactve January 1. 2011)
- Investment n Associales = Amendments ko A5 28 (Efectve July 1, 2000}

~ Finanaal Instnuments Presentation — Amerdmenis o 1AS 32 (Efectve February 1, 2010)
~ Finanaal Instruments ~IFR5 9 (EMptt Januaiy 1, 2013)
- Intesien Finamcial Feporing = A5 34 (Eflectve Jaruary 1, 2011)
- Employee Benefits ~IA5 19 (ESoctm Jarmary 1, 2013)
~ First Tine Adegition of FR5s - Improvemend io IFRS -FRS 1 {Eflectve January 1, 2011)
- Finangial Instrumenis Disclosures - improvermenis o IFRSS -IFRST (Efactve Jamuary 1, 2011)
— Fair Vaket Measiienent ~IFRS 13 (Eflectve Jamuary 1, 2013)
= Income Taxes - Recovery of underying assels =IAS 12 (Eflactive January 1, 2012)
- Corsolidated and Separate Financal Sislements =527 (Efective January 1, 2013)
= Jair] ATangements =IFRS 11 {Effective January 1, 2013)

A2

33

PProvision of cument tax s based on taxable income for the year delermined in accondance with the prevaling law for taxation of income. The charge for cument tasx &
calculated using pravaling b rafes of (Ax rabss axpected to apply [ the profit for $a year if enacted. The: charge for curment fax also includes adjstments, where
consadersd necessary, fo provision for kax made in previous years afisng from assessments framed during te year for such years.

[Eoemign cyurmency ranglaliog

M mosetany dssats and kablibes in fonsign cumencies are franskated inlo Pak Rupees 8 Me rale of exchangs prevaling a1 the balance sheed date or al the contracted
rates while foresgn cumency fransactions are initally recorded al the rate of exchange prevaling at the transaction dale or al the coniracied rates Exchange risk fes s
chinngped o profit and loss accounts. The comparry charges al the exchange diferences to profit and loss accounts.

Property, plant 8 equipment

Propérty, Flant & Equipmeant is stated at cost less accumuiated depreciation and imparment, i any, except freehold land which s staled afcost Cost comprises
of historical cost, exchange dierences. ansing on ranslation of foreign camency loans, bomowing cost pertaining o the eeclion penod and directly atinbaable
sl of bringing e assets bo working condition.

Depreciation is charped 1o income applying e reducing balance method al Ihe: rades given in nole nod i wile off e cos! of opersting fued assels over e
expected wselul life. Depraciabion on addions i charged fom e dabe when he assels is avalable for use and on deletions up o the dabe when he assels 8

Maintenance and nomaal repairs are charged o income a5 and when iNCumid. Maol fenewals and improvements are capialzed. Gain of loss on desposal of
operating fived assets is recognized in curment year's income

Capital work in progress ts staled at cost accumulated i tha balance shit dale including bormowing costs less. imparment insses, if any. The costs ane fransfermed (o
foued assets as and when assels are available jor use.
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i
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b}

113

an

Finangs ksibe

Leases where the company has substantaly al fe nisks and rewards of ownership ane classified a5 finante leases. Assels subjed lo fnance lease are indally
recognized 3 the lower of present value of minimum kease payments under the lease agreements and the Eair value of the assets. Subsequenty hese assets are
siated at cost less accumuiated depreciaSion and any identifid impairment koss.

The related rental oblgations, net of inanca charges, are inchaded in lablibes againsi assets subject io france lease. The kabdfies are classified as cument and long-
farm depending upon e tming of fe payment.

Each laase payment is allocated babesen the Fability and finance changes s0 as lo acheve a constant rale on the batance outstanding. The inberest alement of the:
renkal s charged bo profit over the laase tem.

Assets acquired under a inance lease are deprecated over the useful e of the asset in line with normal deprecaSion policy adopled for assets owned by the
Company, Depreciation s changed lo profit and loss account,

s and speres

These are vaiued at e lower of welghted average cost and el realizable valoe el for 8ems in bansk, which are valeed &t invoica prica and related expenses.
incured up ko the balance sheel date. For ilems which are skow moving and | o identifisd as surplus fo the Company's naguinement, 3 provision & made for excess of
book value over estimaled realizable value.

Sock in lrade

These are valoed ol lower of cost and ned realizable value:
Cost is defermined as folows:

Faw material « 8l weshied average cost

Wiork in process = 3l dhrec! oosis and aporoorisle proportion of oroduction overhaads

Fimhed aoods - @l estrmated manufacheng cost

Mot reaizabie value of invenilory sprifies the estmated saling price in the ordnary course of business less cos! necessary 1 be meuimed &r i s
Tt g ither recshmbies

Trade and ather recesvables are staled &1 estmated realizable valoe after each debl has been considered individually. Whene e payment of a debt becomes doubtiul

a proveion is made and chamed i the income Stabement,

Fevernie recognition

Rewermi & recognined when il s probable tal $e econcmic tenets associabed with the transacton wil flow fo the company and the amount of revenue and the

assonabed castincumed or 1o be incumad can be measured reliably

il Local sale of goods is recogrized when the goods are dispatched o the cusiomens. and the risks and rewards of ownership have passed (o e cusiomer
Export sales are recognized on dispaich of goods bo the customers when fhe significant sk and reward of fhe ownership of goods has iransfermed io the

i Inberest income is reconnibéd 60 & time proportion basis taking inlo aceount B principal outstancing and the interest applcable; and

()  Dwidend income is recognioed whan the shareholder's nighl i raceie payment s established

Eoroming costs

Borowing costs ane recogrized a5 &0 expense in the perod in which Fese ane ncumed excapt 1o the exient of bomowsng cost that are direcly atiibutable o he
acquisiian, consinuction or production of a qualifying essets. Such borowing cosks, if any are capitalizabile ag part of e cost of Be assel.

Provizigns

Provisions are recognized when the company has a present legal of consiructive obiigation as a resull of past events, & is probable that an outflow of resowrces
embodying eonomic benefits wil be required ko setthe the obligaion and a reliable estimate can be made of the amount of oblgation

Cani ikl

Cantingent kability is daclased when the Company has 8 possibie ablgaton as a result of past events and whose exishence will ba confirmed only by e occurence
of non-pecumencs of one o mone uncertain ke evenis not wholly within e conirol of e Company; or the Company has a presant legal or consinucive obligation

that anses from past evends but it is not probabla that an ouliow of rescurces embodlying economic benefits wil be requsred 9 seitie The abibgalon of the amount of
obligation cannol be measured with sufficient reliabiity.

Impairment

Financi

A financial assel & considerad fo be impaied i objecive evidenca indicates at one or more events had a negabve effect on the estimaled fulure cash Bow of that
aszel. An impaimment loss in respect of & financial asset measured 8t amomized cost 8 caiculated a5 & difference betwoen it camying amownt and the present value
of thee esbmiied haune cash Nows dscourted o hi ongng efleche inleres! rale. An imparmient 53 in raspect of an available-for-sale fnancal ssset & caloulaled by
refierenca o its curment fai value. Indhvidually significant financial assels are [ested for impaimeant on an indiidual basis. The remaining financial msels we assessed
collectively in groups thal share simiar credd risk charactenislics.

dorv Financial Ass

The camying amount of the Company’s assels e reviewsd al each balance sheel dale to delerming whither here is any indication of imparment. If such indications
axsl, the asset's recoverable amount is esimated in order I determine the extent of the impainment loss, if any. Impakment loss s recognized 35 mpense in he
jprofit and loss account. A impairmen loss is reversad only 1o e extenl hal Te assel’s camying amouni does nol axcesd the carmying amaunt Bial would have been
determined, ret of depreciafion or amortizaton, ¥ no impairment loss had been recognized.

Ditvidend and appropristons i resenes

Dividend distribution (o e Company's shasehodders and appropriabion (o resenves is recognized in the finantsl statamants in the perod i which these ane aparoved.

Cach and Cash Equivalents
Cash and cash equivaienits are camed in the balance sheet at cost. For the purpose of cash flow stalement, cash and cash equivalenits comprise cash in hand, cash
wath banks on cumment, Savng and depost account,



5

5

315 Trade end alher pavables
Liabiities for traa and offier payables are camied at coet which & the fair valku of the consideralion o be paid in the fulue for goods and services receved

116 Shonlem inisiments
mmhumnwmulmmwmmhmmunumumnmmm.nmnmm.s
otfhier investments are classified as non-cument.

#)  Held fo maturity
hmmmwmn'mmhmmmmmmﬁmﬂumﬂmﬁmmmnummum
and at subsequent reporting dales measured al amortized oost using the eiacsve viskd mathod.

317 Finangia Instruments
uwmnumnmmummmmmmmumnummdumawguu»

Tecogrized when the company loses control of s contractual rights hal comgrise the inancisl asset. A financial kabilly is do-fcognized when i s exinguished. Any
ain of loss on de-recognilion of th fnancial assets or Rabifties is taken ko profit and loss account cumently.

A8 Off Seming of Financial Assals and Finang

WmstarﬂalundﬂiwmHuﬁmuﬂhmmtiw“hmmrﬂuwmammmhﬁuﬂm
recognized amounts and inlends sither io settle on 8 nel bass of te roalize the assel and sotie the Rabiity smunaneously.

319 Related pary Frsactions
All transacions batween company and relaled party an accounted for & amm's length price in accansance wih "Comparabile Uncondolled Price Method®.

320  Earning pew share ;
neﬂumwmmmundumwpumqepsmnhhwm.mmumwmmmmummm
ordinary shareholders of the Company by the wesghied average rumber of orinary shares outstanding during the period. Diuted EPS is determined by adjusting he
profit or loss atirbutsble to ordinary shansholders and hmwmdwmaﬁﬂﬂhum#dmmum

321 Long tem awesments

These ans indially recognized af cost and at subsequent repoding dales. measured at fair valses. Gaing or losses fom charges m far valves are (aken io other
comprehensive incomi unbl dsposal al which time Bese are redycled o profit and koss. account.

2011 2010
Holes Rupess Rupees
ISSUED, SUBSRIBED AND PAID-LIP CAPITAL
6000 (2010: 50001 Ordinary Shares of Rs. 100/ sach
fulby pas in cash 600,000 600,000
5,857 954 (2010: Mil) Ordinany Shares of Rs. 1007 sach
fuly paid for consideration other San cash —_—ensy -
a1 S - % i S - /11,11
LRl
Ogsaning 600,000 -
Hsuance of 5,857,254 Ordinary shares of Rs. 1005 each fully paid for consideration oiher than cash 585,796,511 -
Issuance of 6.000 Ordinary shares of As. 100/-each fully pand in cash . BO0.000
Cinsing 586,395 531 -
LONG TERM BORRWOINGS - SECURED
Term Finance - Bank Afalah Limited 268,320,000
Less: — (TL.A59.000)
Currerit porticn shown under current Rabifities e 1R ED.000

§1  This loan has been oblained for purchase of new plant & machingry of re-roling mill impestied under SLC. 1 is i be paid in 1T equal quarerly nstaliments wih
grace pariod of 8 manths with last instaiment due on August 04, 2015 and cary mark up @ & months KIBOR phus 2 00%.

52 The lcan b secued against charge over fixed and cument assets of tha company including nd, bulding and sieel sinscture, fien over import documents and
personal guaraniees of directons of the company,

LONG TERM LOANS FROM RELATED PARTIES - UNSECURED
5-A1 Thess loans ane unsecured and interest free: and not payable within next bwalve monifs. These loans are not repayabie in the near future and e i no fued Enure
for repayment of these kabilibes. In e absence of the avaldabilty of & defined repayment schedule, the faif valkwe of thase loans & nol delerminable and hence they

have been stated &l cost
From banking companies 8.1 923,368,723
Temproary cwendralt 6.2 =R S
S B 5[ 1 - T S,
£.1  The above finance hawe bien cbiained from commercial banks against credit Facity of Rs. 1,040,000 milion,
The above fnances are secured against

i} Pledge of raw material hypothecation of stocks, stores and spares.

mmmmmmmmmmmummmmmmmﬁumdm
COmpany,

il} Lien on export bils, LAC and frm orders! coniracts.

i) Personal guarantee of ail direciors of e company.

v)  Mark-up ranges kom three months kibor phus 1.50 % o 2.50 %.

62  This repeisents un-onesanted cheques o be met with subsequent deposits.



29,441 582 50.000

81 3515844

uuﬂ_

BAY Counterguaraniee of Rs, 39.323 million has been issued by fe bank of the company in favor of Sul Morhem Gas Pipsiine Limited,
10-A.  LONG TERM INVESTMENT

#Avaiabie for =ake investment
{100 000 cedinary shares of Rs_100- each) _aneang &
11, STOCK IN TRADE
P malenial 442068 630
Finished aocds S

15

Held o matuity - Term deposi recets LA00.000_

16 CASH AND DANK BALANCES
Cashn hand g.818.362
Cash a1 bank - in depost accounts 1307877
Cash 5 hank - iy current acoounts: 112874554

m -_.
16.9  The company is maintainig deposit accounts with difierent bariks with interest on the daily product basis which was charged @ 105 %pa .
17. SALES-NET
Sales - Manusachuning.
Local Sabes

Amcetization 101
Denreciation g2

amaor T



a1 2010

Motes Fupees Fupees
18, [DISTRIBUTION COST
Advertisement & ofher expenses T5EE5TH -
LESE.STE -
20, ADMINISTRATIVE EXPENSES
Galares and banefits 28,210,708 -
Traveling and conveyanos BN -
Pestage, lelegram and heephons 12501 .
Prinfina and stafoneny 455 000 =
Legal and profasshonal chanyes JATT,TER ,
Auditors” remuneraton mn1 00,000 -
Entewtainment 2138583
Fee & Subrmenpon 3713880
Rent. Raies & Taxes 1855118 .
Repalr and mantenance 1,080,251 .
Computer sxpenses 287000 .
Vehicle nning & mainbenance 520,851
Lslties 1086708
Staff wefare 555832
Insurance 13825912
Donations 5,000,000
Prefieninary gapanses 61,000
Miscellaneous exnenses 1.732.004
Dereciation 9.2 5045795
S 7-11 K 1
201 Audiors’ Remuneration
Statutory audit fee 400,000
2. FINAKCE COSTS
IMark uo on shorl lerm Baomowings 130,721,687 .
Finance lease charmes 18T ABS -
Bank & ather charges 11989985

31 Bomowing cost capitalised during the yeer amounted io Rs. 19,165 milkon @ & months kibor + 2% per anrum
2. QTHER QPERATING IMCOME

Icom from fnancial assets
Irderest | orofil on deoasit wilh banks 1201289
Profit an shorl lerm imeastmen 1,708,274
oot from noen - financesl aEsets
Prafit on sale of fued assels 26.048
m —
2 TAXATION

Current 1.353.500
Prior (1592853

LLTE0E4T

231 Cument tax represents minknum tax, tenelone, no numencal x reconcliadon s requined. mﬂmmmmMMhMmmMMH
mmwmmmmm

FL 8

Siock in frade 14020405 .
Trade debiors 153,160,536 =
Loang and Bcvances (24, 541.667) -
Trade daposits, prepayments & ofer racehables [293.602,715) e

[354.112.141) -
(Degragsalincieasy In Cyrrerd Ligbities
Shiwt berm bank bormowings - Secured 450,251,379
Trade and ofher payaties (55,501 440

. — 46550 0000 -

25, EARNING PER SHARE - BASIC & DILUTED
There i ro dilfve efiec on the basic eaminas per shane which is based on:

Prof afler tacation 41704375 -
Weightied average number of ordinany sharns 234977 -
26.  PLANT CAPACITY AND ACTUAL PRODUCTION
Production #! normal capacity
- Bilet 4T 4E.05
- MS Product T05.T46.57
Actua production y
- Bilet 2045480
- M5 Prodict 45976.95

281  Reason for low producion is due o normal mainbenance, gas and elecine shut down.



2011 2010

Notes Rupees Rumaes
7. HUMBER OF EMPLOYEES
Al the vear end number of emplovess of he comaany . 1280
TRANSACTIONS WITH RELATED PARTIES
The: retaled pardes and associaled undertakings compvise relaled oroup companies. Transackons with relsted parties and associsled undenakings are as fofiows:
Service chames 11,368 448
Lease rental moome 6.360.000

Sala and purchase ransactions have bean carmed out on commeercial berms and oonditions under comparable uncontrolled orice method.

1  Momestng fee has been paid fo anw direclor of the comparn during e vaar,
292 Chiaf execubive and diectons 4re brovided with Comoany Manlaimed cars 1o DUSRess use onlv,

FINANCIAL RISK MANAGEMENT

Financisd Instrumerits by calegory 85 per balnoe shisst

Fmancial Azsats
Long lem invesiments 08,000 .
Long term security deposds 25.189.801 -
Trade Debsors. £1,005,696 i
Loares & advances AR -
Trada deposits, prapaymants & ofhar receivables 155,111,333 .
Shor e rwesimints 7,800,000 a
Cash and bank balances 124,100,783 5 00

et AT, EN000

Fingncial Ligbil
Long temn bomowras 268,329,000 .
Sho temn bank bommwings 1,746,107 235 -
Mari-up accrued on secured loans 3T 02 -
Trade and ofr payabies 5,645,835 50,000

The Company's sctivities expose it io a vanety of Snancal risk including capilal rish, credit risk, lquidity risk and marked risk. The objectine of financial risk
management is 1 mirimize pobential adverse efeck on he fnancal perdformance of the company. The company finances ils operation Fwcugh equity, bomowings
and management of working capital wilh 8 view o mainlain reasonabée min between e vanous sources of finance i minimize nsk

i1 CREDIT RISK

Cradi risk represents B acoountre loss thal would be recognized at e reporing date f counter parbes iail compietedy 1o perform a5 contracted. The company
bedeves hal it is not expose to major concentralion of cradil risk. To mandge exposore 1o crédit fisk, company appies credil Bmits and deal with credil worlly parties.
Expent etriors ane secured by means of letter of credits,

The carmying amount of inancial assels represent the mammim credit exposwe, 35 speciied betow,

Long e investments 208,000

Long bemm security daposits 25,309,501

Trade Diabis 81,005,696

Loans & advances AT ASE

Trade deposis. prepayments & ather receivables 155,111,330

Sheet bermn investmeants 7800000 -

Barih Balances 124,100,733 530,000
- 1 1 I . 1).\.'8

Mo provision has been made against rade debts as Bese are considened good,

32 LICUNDITY REGK

Liquedity sk is the sk that an enterprisa will encounter dificully in risng funds fo meat il commitments associsled wilh financial instruments. Thea company
meanages s liquidRy nsk exposure by having diversiiad funding sources and assets are managed with liquidey in mind. To ensure adequate liquidy, the maturity
profile i mondored on coninuos bass.

The fedigwing ane e confractsal maturiges of fe financal labilbes;

an Fiahl o
Maburity up i Maturity after Total
One Year One Year
Rupees Rupses Rupess
Leng lenm bomowings T2,453,000 195,840,000 268,329,000
Shorl term bark borowings 1,746,107 235 . 1,746,107 235
Mari-up accrued on secured loans 44,378,802 . 44,378,802
Trace and aiher payabies 65,545,835 . 35,645,835

Total —LERERATE . l35BA0000 ___ZIZSAROETR
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2010 2010 2010

Marturity up o Iotaturity afer Total

One Year Oine Year

Fupesas Fupsas Rupsas
Long tesmn bomowngs : 2 F
Ehort e bank bomiwings: - " -
Temgorary overdral - . .
Mark-up acciued on . . -
Trade and ofher payables 50,000 - 50,000
Toal 50000 : 20000
MARKET REGE

Markel rick maans fhal fair value of fulwe cash flows of a francial instrument wil fuchuals because of changes in markel prices such s, lonsgn exchange raies,
inierest rates and equity prices, The obiective is o manage and conirol market risk exposures within acceplable parameters, while oplimizing the retue, Marked risk
comprises of thres types of risk: forssgr exchange of cumency fisk, intenest rate sk and price risk. The market risk associated with the company's business activities
ane discussed 85 uncer

Fareign Currency Risk
Cumency risk i T risk that the Fair vakue of Autune cash fows of 8 fnancia! instrument will Ruchusie bacause of changes in fareign aschanga rates. The cumency sk
arses mainly bom fulse commestial fransaction or recetvables and payables fhatl exist due 1o Fensacions in forelgn cumencies. The company & expased e

cumency fisk primarily with respect 1o S Dollar curenty, Ha company’s forsign exchange risk exposure fesiricied to amount recehvabie from foreign debiors. The
company uses foreign exchange conlracts fo hedge s forelgn cumency risk, whin cansidansd appopniale.

Inforest ke Rak

Ienest rabe risk is tha sk that value of financial imsyument or fulure cash fow of a financial mstumeant will fuctuate due fo changes in inlenest rates. During M year,
e company manages the mismaiches Swough nsk management sirabegies where significant changes in gap posiion can be adjusied. The short term bomowing
amangeménts has varable rati pricng thal is dependent on KIBOR as ndicated in respacive noles.

Price i

Frice risk represents. the sk fat farr value of fnancial instromend will fluctuale because of changes in the market prices, whether fhose changes ane Gaused by
factors specific 1o thi individual Snancial instrument or its issuer, or factor alfecting & or similar Snancial instuments iraded in the markel. Equity price risk anses from
available for sale pquity securiies hild, The investmen! in svaisbie for sale equity securties is not materal and company is not expese o signdican! price rsk.

As at June 30, 2091, # interest rebes on comparny's bark bormowings Bad bess 1% higher / lower e markup eapenses would have been higher / lower by 7513
millon.

CARRYING VALUE OF FINANCIAL ASSETS AND LIABILITIES
Finarsial rsfuments are camiad &t approximabe fair vakues scepl &3 explened i note 5-A

CAPITAL RISK MANAGEMENT

The company's objetful whin managing caphal is 1o sale guard its ability b confrwe 85 8 going concem 50 thl if can contirue 1 provide refums for sharehoiters and
benvefiss for other stake holders: and bo maintsin Strong capital base o suppor Te development of its businass.

The company manages its capital stichure in the context of economic condiions and the risk charactirisics of ihe underlying assels. in order to maintain or adjust the capital
shnuchure the compeny may adjust amount of dvidend paid to sharehoidars or isswe new shares. The company & nol subject to extermnally impoted capital requrements.

DATE OF AUTHORIZATION
These financial statements have been authonzed for isue by the Board of Dinaciors of the companty on Oclobser &, 2011

GENERAL
The figures have been rounded off [o e neares! oee.

@ 4



" " 10. Schedule of Assets Subiect 1o Finance Lease

Plant & Total
Machinery

AR July 1, 2009

Corst

Accumulated amorization -
Met book valua 3

Year ended June 30, 2010

Dpening Net book value

Additions L ‘
Amonization chared for the vear : .
Closing Net book value

At June 30, 2010
Cost

Accumulated amortization ; =

Nzt book Value 3

At July 1, 2011
™4

_Armulated amorzation _-
Met book walue 5

Year ended June 30, 2011

Ooaning Net book value . .
Agdibions - i
Assels [aken over 15.269.081 15.269,081
Transfers (15,001,349 (15.260,081)
Amortization chared lof the vear 267.732 267.732
Closing Net book value F

At June 30, 2011

Cost . -

Accumuladed amoriizafion a ,
Mat book Value = -

Depreciation Rate (%) L3
M1 Depreciation for the vear has been allocated as under:
T nn 2010
Rupees Rupaes

Cost of sales —  MNIIR o
& —




9, Property, Plant & Equipment

lune June
2011 2010
(Rupees) (Rupees)
Operating assets - tangible 9.1 656,349,382 -
Capital work in progress 9.3 339,034,785 -
Assets subject to finance lease 10 - -
995,384,167 -
Building on Plant and Weighing Office Electric Furniture & Arms and
9.1 Operating assets - tangible Land Freehold freehold land Machinery Power Plant Machine | Equipment Installation Fixtures Vehicles Amssition Computer Total
Year ended june 30,2011
Opening Net book value - - - - - - - - - - - .
Assets taken over 39,565,863 41,659,583 242,525,726 257,756,114 91,434 49,471 6,904,790 1,058,577 45,641,142 81,693 282,470 635,616,863
Additions - - 21,297,041 525,000 - 316,000 - - 3,765,000 - 60,150 25,963,191
Transfer - - 15,001,349 - = - - - - - - 15,001,349
Disposals - - - - - - - - (1,753,951) - - (1,753,951)
Net book value N - - - - - - - - - - - -
Depreciation charged for the year - 833,192 6,163,767 6,429,988 2,286 2,178 172,620 31,757 4,778,974 ) 2,042 61,266 18,478,070
Closing Net book value 39,565,863 40,826,391 272,660,349 251,851,126 89,148 363,293 6,732,170 1,026,820 42,873,217 79,651 281,354 656,349,382
At June 30, 2011
Cost 39,565,863 41,659,583 278,824,116 258,281,114 91,434 365,471 6,904,790 1,058,577 47,652,191 81,693 342,620 661,580,054
Accumulated depreciation - 833,192 6,163,767 6,429,988 2,286 2,178 172,620 31,757 4,778,974 2,042 61,266 18,478,070
Net book Value 39,565,863 40,826,391 272,660,349 251,851,126 89,148 363,293 6,732,170 1,026,820 42,873,217 79,651 281,354 656,349,382

92 Depreciation for the year has been allocated as follows: o

June
2011
(Rupees)

Cost of Goods Sold 13,431,275
Administrative Expenses 5,046,795 -
18478070

9.2.1 The Company has leased out its bar mill unit amounting to Rs. 120.165 million to Mughal Steel

Opening balance Movement Closing balance

Plant & machinery
- New tee mill U 43,784,464 43,784,464
- New re-rolling mill - 295,250,321 295,250,321

- 339,034,785 339.034,78




