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AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed balance sheet of MUGHAL IRON & STEEL INDUSTRIES LIMITED
as at June 30, 2013 and the related profit and loss account, statement of comprehensive income, cash flow
statement and statement of changes in equity together with the notes forming part thereof, for the year
then ended and we state that we have obtained all the information and explanations which, to the best of

our knowledge and belief, were necessary for the purposes of our audit.

It is the responsibility of the Company's management (o 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,

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 sbove 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:-

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 except
for changes in accounting policies as mentioned in notes 2.5 and 3.21 to the financial

statements with which we concur;
ii.  the expenditure incurred during the year was for the purpose of the Company’s business; and

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

c) in our 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 so required and respectively give a
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true and fair view of the state of the Company's affairs as at June 30, 2013 and of the profit, total
comprehensive income, its cash flows and changes in equity for the year then ended; and

d) In our opinion, no Zakat was dedu::tlhle at source under the Zakat and Ushr Ordinance, 1980
(XVIII of 1980).

Without qualifying our opinion we draw attention to note. 15.1 to the financial statements, which states
that due to appointment of the auditors after year end, stocks have been taken and reconciled subsequently
by the auditors,
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MUGHAL IRON & STEEL INDUSTRIES LIMITED

BALANCE SHEET
AS AT JUNE 30,2013
Note 2013 2012 MNote . 2013 2012
Rupees Rupees Rupees Rupess
EQUITY AND LIABILITIES ASSETS
SHARE CAPITAL & RESERVES NOMN - CURRENT ASSETS
Authorized share capital: Property, plant & equipment 11 ZA23,557.366 1,834,918 045
150,600,000 Ordinary shares of Rs, 10/- each  _1,500,000,000 = 000,000000  Long term deposits - considered good 12 17,423,313 16,566,790
{2012; 6,000,000 Ordinary shares of Rs. 100/-each) Long term Investments 13 431,000 200,000
Deferred tax asset 14 3,095,976 -
Issued, subscribed and paid up capital 4 620,411,531 586,395,531
Capital reserve (569,000)
Revenue reserve 1 7
548,509,593 740,697,133
NON - CURRENT LIABILITIES i
Long term borrowings - secured 5 162,396,104 248556812
Long term loans from related parties & 1,322 254,092 916,957 858
funsscured and interest free)
Deferred liabilities - unfunded gratity 7 15,579,684 3,908,484
: CURRENT ASSETS
Stores and Spares 140,461,702 335,687,028
Stocl in trade 15 472975469 433 629,821
CURRENT LIABILITIES :  Trade debtors - unsecured & considered good 16 230,560,623 563,403,354
Trade and other payables a8 265,530,404 646514431 Loans and advances - considered pood 17 73,039,104 192,034,130
Mark-up accrued on secured loans 28062301 40,118,603 Trade deposits, prepayments & other receivablh 18 503,520,008 £15317.092
Short term bank borrowings - secured 9 1,070,950,036 1.322.906,915 Short term investments 19 . 22406535
Current portion of iong term Habilities 5 114 Cash and bank balances 20 103,953,771 19,791,071
1,520,278,949 2,133,833.590 1.5324.510,767 2, 182,269,042
CONTINGENCIES AND COMMITMENTS 10
Total equity and lizbilities 969,018 4,033,953 877 Total assets 3969018422 4033953877

The annexed notes 1 to 37 an integral part of these financial statements,
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MUGHAL IRON & STEEL INDUSTRIES LIMITED

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2013
Note 2013 2012
Rupees Rupees

Sales - net 21 3,928,513,675 3,657 421,806
Cost of sales 22 3,561,403,532 3,347,297,884
GROSS PROFIT 367,110,143 310,123922
Less:
Distribution cost 23 19,396,763 14,128,774
Adminlstrative expenses 24 77,742,177 57713419
Finance cost 25 152,270,740 135,393,624

249,409,680 207,235,817
OPERATING PROFIT 117,700,463 102,888,105
Add:
Other operating income 26 5529415 18,703,519
Less:
Workers' profit participation fund 6,161,494 6,079,581
PROFIT BEFORE TAXATION 117,068,384 115,512,043
Taxation 27 (3,095,976) 2,114,817
PROFIT AFTER TAXATION 120,164,360 113,397,226
EARNING PER SHARE - BASIC & DILUTED 29 1.62 1.55

The annexed notes 1 to 37 form an integral part of these financial statements.
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MUGHAL IRON & STEEL INDUSTRIES LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2013

NOTE 2013 2012
Rupees Rupees

PROFIT AFTER TAXATION 120,164,360 113397226
OTHER COMPREHENSIVE INCOME / (LOSS)
Itemis that may be re-classified subsequently to profit or loss account
Available for sale financlal @ssets: 4

Net fair value gain / (loss) on re-measurement

of investments arising during the year 231000 (8,000)
ftems thae will not be-classified subsequently to profit or loss account
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 120,395,360 113389226

The annexed notes 1 to 37 form an Integral part of these financial statements.




MUGHAL IRON & STEEL INDUSTRIES LIMITED

CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2013

Note 2013 2012
Rupees Rupees
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation 117,068,384 115,512,043
Adjustments for:
Depreciation 51,443,556 22,442,193
Finance costs 152,270,740 135393.624
Provision for gratuity 11,671,200 3,908,484
Provision for WPPF 6,161,494 6,079,581
Profit accrued on short term investment = [1.020,135)
Profit before working capital changes 338,615,374 282,315,790
Adjustment for working capital changes i8 402260687 250,968,675
Cash generated from operations 740,876,061 533,284 465
Finance cost paid (164,327.042) (139.653.823)
WPPF paid (6,079,581) [3.515,844)
Profit received - 1.016.298
Long term security deposits (856,523) 22446304
Income tax paid 63.812.18 {43,964.685]
Net cash generated from operating activities 505,800,728 369,612,715
CASH FLOWS FROM INVESTING ACTIVITIES .
Payments for capital work in progress [503,895,949) (364,093,991)
Sale proceeds from disposal of short term investments 22,406,535 -
Payments to acquire short term [nvestment . (14,606,535)
Payments for property, plant & equipment (136,186,928) {497 862 080)
Net cash [out flow) from investing activities (617,676.342) {876,582,606)
CASH FLOWS FROM FINANCING ACTIVITIES
Long term borrowings - net (44,718,141) 94,521,453
Long term loans from related parties - Unsecured 405,296,234 731,339,036
Shart term bank borrowings - Secured (251,956,879) (423,200,320)
Ordinary share capital issued 87.417,100 -
Net cash inflow from financing activities 196,038,314 402,660,169
NET INCREASE / (DECREASE) IN CASH AND CASH EQUIVALENTS 84,162,700 (104,309,722)
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE YEAR 19,791,071 124,100,793
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 20 I“EIEﬂFTI l‘ll?ﬁlﬁzi

The annexed notes 1 to 37 form an integral part of these financial statemants,
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MUGHAL IRON & STEEL INDUSTRIES LIMITED
STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED JUNE 30, 2013

Paid up Capital reserve - Revenue
i Unrealized loss  reserve- Un -
ord l:lm on available for  appropriated el
cap sale investment Profit
Rupees Rupees Rupees Rupees
Balance as at June 30, 2011 586,395,531 (792.,000] 41,704,376 627,307,907
Total Comprehensive Income
After tax profit for the vear - - 113,397,226 113.397.226
Other comprehensive loss
- Falr value (loss] on re-measurement of
investments held as "available for sale” to fair value . [8,000) = {8,0001!
- [8.0001 113,397,226 113380225
Balance as at June 30, 2012
Total Comprehensive Income
After tax profit for the vear - - 120,164,360 120,164,360
Other comprehensive income .
= Fair value galn on re-measurement of
investments held as "available for sale” to fair value - 231,000 - 231,000
- 231,000 1200164.360 120.395.360
Owner Changes In Equity
Issuance of 8,741,710 ordinary shares of
Rs 1u/- each fully-pald for cash 87417100 - - B7.417.100
[ssuance of 14,659,890 ordinary shares of
Rs 10/- each as fully paid up bonus shares 146,598,900 - (14565988001

Balance as at June 30, 2013

The annexed notes 1 to 37 form an integral part of these financial statements.
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MUGHAL IRON & STEEL INDUSTRIES LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2013

1. STATUSAND NATURE OF BUSINESS
Mughal Iron & Steel Industries Limited [“The Company™) was incorporated on February 16, 2010, The Company is registered a8 an unlisted public Company in
Pakistan under Companies Ordinance, 1984. The registered office of the Company 18 situated 41-Feco Road, Badami Bagh Lakore, The Company 1= principally
engaged in the business of manufacturing and trading of Mild Strel, Stainless Steel, Special Alloys and other steel products including re-rolling products.

2. BASIS OF PREPARATION
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staementolcompliznce

These financial statements have been prepared in accordance with approved accounting standards as applicable in Pakistan, the requirements of the
Companies Ordinance, 1964 (the Ordinance), and directives issued by the Securities and Exchange Commission of Pakistan (SECF). Approved accounting
standards comprise of such International Financlal Reporting Standards (IFRSs) tssued by the International Accounting Standards Board as are potified
under the Companies Ordinance, 1984, provislons of and directives issued under the Companies Ordinance, 1984. In case requirements differ, the

provisions or directives of the Companies Ordinance, 1984 shall prevail

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

Functional and presentation currency

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

Uss of estimate & fudgment

The preparation of financial satements in conformity with approved accounting standards, as applicable in Pakistan, requires management to mike
estimates, assumptions and use judgments that affect the application of policles and reported amount of assets, liabilities, income and expenses. The
estimates and associated assumptiond are based on historical experience and various other factors that are believed to be ressonable under the
circumstances, the results of which form the basis of making the judgments about carrying values of assets and liabilites 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 Bccounting estimates are racognized 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.

Significant areas requiring the use of management estimares (n the financial statements are stated balow;

Eropergy. plant and equipment

The Company reviews appropriateness of the rates of depreciation / useful lives and residual values used in the calculation of depreciation at each
financial year end. Further, the Company estimates useful life of fived assets. Any change in estimate in future might effect the carrying amounts of the
respective item of property, plant and equipments with corresponding effect on the depreciation charge and impairment

During the year the Company reviewed the useful life of assets and revised the depreciation rates. The effect of change in estimate has been accounted for
prospectively in accordance with 1AS-8 The effect of the change in current and future periods is given below:

_ Yearended june 30, 2013
Before Revision  After Revision Before Revision After Revision
Rs Rs. Rs. Rs.
Effect on balance sheat
- Progerty, plant & egulpment 2435166722 2417188367 2403 485,635 2.370,721.933
Effect on orofit & loss
- Depreciation expenss 33465201 51,443,556 65,146,288 97,909,990
Empiloyes benefit

The Company operates an un-funded gratulty scheme for its employess who have completed the qualifying period, Provision is made annually to cover
obligation under the scheme. The amount of liablity of each employee at year end is computed by number of years completed multiplied by the last
drawn monthly gross salary. The Company uses the valuation performed by an independent actuary as the present value of its retirement benefit
obligations. The valuation is based on assumptions as mentioned in relevant note to the financial statements.

Toxgtion

In making the estimate for income tax payable, the Company takes intg account the applicable tax laws. Deferved tax is recognized using the balance sheet
method, providing for temporary differences between the carrylng amount of assets and liakilitles for inancial reporting purposes and the amounts use
for taxation purposes. Deferred tax 1s measured at the tax rates that are expected to be applied o temporary difference when they reverse, based on the
laws that have been enacted or substantively enactive by the reporting date. Significant judgment s exercised to determined the amount of net deferred
tax liabilities to be recognized.

Provisions againet doubtfil halgnces .

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

New IO ENEy and amend men i I N ETPreta gy {0 NG Seandaris Dal Qre SHUCTIIVE 0 CLTEAE K

Following amendmant to approved accounting standards became affective during the year which the Company has adopted, however, it did not have any
significant impact on the Company's financial statements other than certain increased disclosures;
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*[&S - 1 Prosetation of Items of Other Comprehensive Income - Amendment” - [effective for periods beginning on or after july 1, 2012). The amendment
revises the way other comprehensive income is presented. This amendment preserves the amendments made o 145-1 in 2007, to require prafit or loss
and OCI to be presented together, Le. either as 3 single ‘statement of profit or foss and comprehensive income’, or 3 separate ‘statement of profit or loss
and a 'statement of comprehensive income’ ~ rather than requiring a single continuous statement as was proposed in the exposure draft It further
requires entities to group items presentad in OCI based on whether they are potentially re-classifiable to profit or loss subsequentiy. Le. those that might
be reclassified and those that will not be reclassified. It also requires tax associated with items presented before tax to be shown separately for each of the
twa groups of OC1 leeems (withoot changing the option to present [tems of OCI either before tax or net of tax}. The Company has presented its statement of

comprehansive income accordingly.

Other new standards or amendments/interpretations to existing standards f any, are not considered relevant to the Company and therefore are not
expected to materially affect the financlal statements of the Company and therefore not detallad.

Ny Sl gy 1 terp i a) ¥ pubished by ]
Fellowing standards and amend interpretations to existing standards have been published that are mandatory for sccounting pericds

beginning on the dates mentioned below, however, thess standards/smendments finterpretacions are not yet effective nor have been early adopted by the
Company and are not expected to have significant impact on the financlal statéments of the Company other than certain increased disclosures, if any.

*lAS 19 Employes benafits” - (effective for periods beginning on or after January 1, 2013). The amendments eliminate the corridor approach and therefore
require an enticy to recognize changes in defined benefit plans cbligations and plan assets when they occur. All actuarial gains or loases arising during the
year are recognized immediately through other comprehensive income. The amendments also require additional disclasure and retrospective application
with certain exceptions. The change would not have any material effect on the financlal statements,

“IFRS 7 Disclogures — Offsetting financial assets and financial liabilities” - (effective for periods beginning on or after January 1, 2013]). The smendments
to IFRS 7 contain new disclosure requirements for financial assets and Nabilities that are offset in the statement of financial position or subject to master
pering agreement or similar arrangement.

“IFRS 32 Offsetting flnancial assets and financial liabilities ™ - [efective for periods beginnlng on or after January 1, 2014}, The amendments address
Inconststencies in current practice when applying the offsetting criteria in 1AS-32 Financisl Instroments: Presentation. The amendments clarily the
meaning of ‘currently has a legally snforceable right of set-off™: and that some gross settlement systems may be considered equivalent to net settlement.

*1A%-36 Impairments of assets” - recoverable amount disclosures for non-financial asssts " - (effective for periods beginning on or after Janaary 1, 2014]).
These narrow-scope amendments address the disclosure of information about the recoverable amount of impaired assets If that amount Is based on fair
value less cost of disposal

*IFRIC 21 Lewies - an interpretation on the accounting for levies imposed by Governments” (effective for periods beginning on or after fanuary 1, 2014).
IFRIC 21 is an interpretation of [AS 37 Provision, Contingent Liabilities and Contingent Assets. [AS 37 sets out criteria for the recognition of a liability, one
of which is the requirement for the entity to have a present obligation s a result of & past svent The Interpretation clarifies that the obligating event that
Eives rise to-a Liability to pay a levy Le the scrivity describe in the relevant legistation that triggers the payment levy.

Annual lmprovemenis cycle - (effective for periods beginning on or after [aneary 1, 2013). The new cycle of iImprovements containg amendments to the
following standards, with consequential amendments to other standards and interpretations.

"1AS5 1 Presentation of financial statements’ - Amendment clarifies that only competitive pariod, which is the preceding period, Is réquired for a complete
set of Financial Statements, If an entity presents additional comparative information, then that additional informaton need not be in the form of a
complete set of Financial Statements. However, such information should be accompanied by related notes and should be in sccordance with IFRS.
Furthermaora, it clarifies that the ‘third statements of financial position’, when required, is only required if the effect of the restatements is material to the
statement of financial position,

“IAS 16 Property, plant and Equipment” - Amendment clarifies that accounting of spare parts, stand-by equiposent and services equipment The definition
of 'property; plant and equipment’ in [AS 16 is now considered in determining whether these items should be accounted for under that standard. If these
{tems do not meet the definition, then they are actounted for using IAS-2 Inventories,

'l_aﬁ 32 Financial nstruments: presentation” - Amendment clarifies that IAS 12 income tsxes applles to the accounting for income taxes relating to
:‘suuﬂnrﬂumt o holders of an equity instrument and transitions costs of an equity transition, The amendment removes a percelved inconsistency between
32 and [AS 12

“las 34 Interim Financial Reporting” - Amandment aligns the disclpsure requirement for segment assets and segment lobilities in (nterim financial
reparts with those n IFRS B operating segments. IAS 34 now requlres the disclosure of a measure of total assets and labilities for a pardculer reportable
segment. In addition, such disclosure is only required when the amount is regilarly provided to the chief operating decision maker and there has been a
miatgrial change from the amount disclosed in the last annual Bnancial statemants for that reportable segment.

“IFRIC 20 Stripping sost in the production phase of a surface mining® - Interpretation requires production stripping cost in 2 surface mine b be capitalized
if cartain criteria are met.

Otaer standards or amendments/interpretations to exiting standards effective in future years, if any, ars not considered relevant to the Company and
therefore are not expected to materislly affect the financial statements of the Company for acominting peréods on the dates prescribed theroin,

Other than aforesald standards, interpretations and amendments, the International Accounting Standards Board (TASB} has also issued the following
standards which have not yet besn adopted locally by the Securities and Exchange Commission of Pakistan (SECF).

IFRS 1 - First timeadoption of international fAinancial reporting standards
IFRS 9 - Financizl instrumaents
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36
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IFRS 10 - Conzolidared financial statements

IFRS 11 - Joint armangements

IFRS 12 - Disclosure of interest In other entities

IFK= 13 - Fair valug measurement

IAS 27 (Revised 2011)- Separate financizl statemants due to non-adoption of IFRS-10 and [FRS-11 TP

1A5 28 [Revized 2011) - Investments in associates and |oint ventures due to non - adeption of IFRS 10 and IFRS 11

Provision of current tax i based on taxable income for the year determined In accordance with the prevailing law for taxation of Income. The charge for
current tax Is calculated using prevailing tax rates or tax rates expected 1o spply o the profit for the year if enacted. The charge for current tax also
includes adjustments, where considersd nacessary, to provision for tax made in previons years arising from assessments framed during the yrar for such
woars. Deferred tax |s secounted for using the balance sheet fiability method in respect of all taxable temporary differences arising from differences
between the carrying amoant of assats and Uabilities in the fisancial statements and the corresponding tax bases used in the computation of taxable profit
Deferred tax liabilities are recognized for all taxable temporary differences and deferred tax assets are recognized to the extont that it is probable that
taxable profits will be avallable against which the deductible temporary differances, unused tax losses and tax credits can be utilized, Doferred tax assets
are reviewed at each reporting date and are reduced 1o the sxtent that it is no longer probable that the related rax benefit will be realized. Deferred tax is
not recognized for the fallowing temporary differences: the initial recognition of assets or liabilities in a transaction that is not a business combination;
and that affects neither accounting nor taxable profit or loss, and differences arising on the initial recognition of goodwill

Eorsign currency transiation

All monetary assets and liabilities in forelgn currencies are translated into Pak Rupees at the rate of exchange prevalling at the balance shest date of at the
contracted rates while forelgn currency transactions are iniially recorded at the rate of exchange prevalling at the transaction date or at the contracted
rates. Exchange risk fee is charged to profit and loss accounts: The Company chirges all the exchange differences to profit and loss accounts.

Eroperty.plant & equipment

Property, Pant & Equipment is stated at cost less accumulated deprecistion and |mpalrment. if any, except freehold hold land which is stared at cost.
Cost comprises of historical cost, sxchange differences arising on translation of foreign currency loans, borrowing cost pertaining to the erection
period and directly attributable costs of bringing the assets to working condition.

Depreciation Is charged to Income applying the reducing balance mathed at the ratgs given la relevant note to the flanncial statements to write off the
cost of operating fived assets over their expected useful life, Depreciation on additons ks charged from the date when the assets is available for use and
on deletions up to the date when the assets is deleted.

Maintenance and normal repalrs are charged to income as and when incurred. Major renewals and improvements are capitalized, Galn or lngs on
disposal of operating fixed assets is recognized in current year's income.

Capital work In progress s stated at cost accumulated to the balance sheet date including borrowing costs less impairment Insses, If any. The costs are
transferved to fixed assets as and when assets are avatlable for use,

Sxgres and spares

These are valued at the lower of weighted average cost and net realizable value except for items in transit, which are valued at lmvoice price and related
expenses incurred up to the balance sheet date. For items which are slow moving and [ or identified as surplus to the Company’s requirement, a provision
Is made for excass of book value over estimated realizable value.

Sockiin mrade
Thess are valued at lower of cost and et realizabla value.
Cost is determinad as follows:

Raw material « gt weighted averaze cost
Finished goods - at estimated manufscturing cost

Met realizable value of inventory signifies the estimated selling price in the ordinary course of business less cost nacessary to be incurred for its gale.

Trade srd other receivables
Trade and other recedvables are stated at estimated realizable value after each debt has been considered individually, Where the payment of a debr
becomes doubtful a provigion is made and charged to the income statement

Bevenue recognition
Revenue Is recognized when It is probable that the economic benefits assoctated with the transaction will ow to the Company and the amount of revenue
and the associated cost incurred of to be incurred can be measured reliably.

{i] Local sale of goods is recognized when the goods are dispatched to the customers and the risks and rewards of ownership have passed to the
customer, Export sales are recognized on dispatch of goods to the custoaners when the significant risk and reward of the ownership of goods has
transferred to the buyer;

(il Interest income is recognized on a time proportion basis taking into account the principal cutstanding and the imnappli::‘nta:and
flly Dividend income s recognized when the shareholder's right to recelve payment Is established.

Borcowing costs

Borrowing costs are recognived as an expense in the period in which thess are incurred except to the extent of borrowing cost that are directdy
artributahle to the acquisition, construction or production of a qualifying assets. Such borrowing costs, if any are capitalizable as part of the cost of the
aggel
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Pruvisions

Provisions are recognized when the Company has a present legal or constructive obligation as 4 result of past events, it is probable that an cutflew of
e Aamdvihinr avnamic hecebily wil e rapeined dosettle the ablipalion and 3 reliahle prtimate can b made of the amount of sbllpation
Contingent liahilities
Contingent liability is disclosed when the Company has a possible obligation as a result of past events and whose existence will be confirmed cnly by the
OCCuUrTEnCE or Aon-occurtence of one or maore unceriain future events not wholly within the control of the Company; or the Company has a present legal
oF constructive cbligation that arises from past events but it is not probable that an outflow of resources embodying economic benefits will be required 1o
sartte the obligation or the amount of obligation cannot be measured with sufficiant rellability.

Tmsaicmant
Financial sssets
A financial asset is considered to be impaired if objective evidence indicates that one or more events had a negative effect on the estimated future cash
flow of that asset. An impalrment loss in respect of a financial asset measured ot amortized cost |5 celculated as a difference between its carrying amount
and the present valise of the estimated future cash flows discounted at the original effective interast rate. An impairment loss in respect of an available-for

gale financial ssset is caloalated by reference (o |ts current fair valee Individually significant financial assets are tested for impairment on an individual
bagis The remaining financial assets are assessed collectively in groups that share similar credit risk characteristics.

Mon- financisl assets ;

The carrying amount of the Company's non financial assets are reviewed at each halance sheet date to determine whether there is any indicatson of
impalrment. If such indications exist. the asset’s recoverable amount is estimated in order to determine the extent of the Impairment loss, if any.
impairment loss is recognized as expense in the profit and loss account. An impairment loss is reversed only to the extent that the asset's carrying amount
does not excend the tarrying amount that would have been determined, net of depreciation or amortization, if na imvpairment loss had been recognized,

Rividend and appropriations to reeprves

Dividend distribution to the Company's shareholders and appropriation to reserves is rocognized in the financial satements in the period in which these
are approved.

Cash and cash equivalonts

Canhh and cash equivaients are carried in the balanoe sheet at cost. For the parpose of cash flow statement, cash and cash equivaleats comprise cash in
hand, cash with banks on current, saving and deposit account

Trade agd osher avables
Liabilities for trade and other payables are carried at cost which is the fair value of the consideration to be paid in the future for goods and services

recelived.

Short teom investments
Investments intended to be held for less than twelve months from the balance sheet date or to be sold to raise operating capltal. are included in current
assets, all other investments are classified as non-current

Held o maturics
Investments with fixed matiricy that the management has the intent and ability to hold to maturity are classified as held to maturity and are (nitially
measured at cost and at subsequent reporting detes measured at amortized cost using the effective yield method.

Eipancial inEraments

All financial assets and liabilities are recognized at the time when the Company becomes a party to the contractual provisions of the mstrument A
financial asset is de-recognized when the Company loses control of its contractual rights that comprise the financlal asset A financial Hability is de-
recognized when it 15 extinguished. Any gain or loss on de-recognition of the financial assets or llabilites is taken w profitc and loss account currently.,

financ bk

A financial assst and & financial liability is off set and the net amount is roported in the balance sheet if the Company has a legally enforceabls right o set
off the recognized amounts and intends either to settle on a net basis or to reatize the asset and settlo the lability simultaneously.

Belated party iransactions
All transactions between Company and related party are accounted for at arm's length price in accordance with *Comparable Uncontrolled Price Method®,

Earnine per share

The Company presents basic and diluted sarnings per share (EFS) data for Its ordinary shares. Basic EPS is calculated by dividing the profit or loss
attributable to ordinary shareholders of the Company by the weighted average number of ordinary shares cutstanding during the period. Diluted EPS is
determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted average number of crdinary shares outstanding for the
effects of all ditutive potential ordinary shares.

Lonz term investments
These are inithally recognlzed at cost and at subsequent reporting dates measured at falr values. Gains or losses from changes in fair values dre taken to
other comprehensive income until disposal at which time these are recycled to profit and loss account. Investments in unguoted securities are stated at

cost ]

il resirament benefits - definad bepeflcolan

The Company operates an unfunded defined benellt gratulty schame for all its permanent emplovees, who are in the management cadre of the Company
subject to & minlmum qualifying period of service according to the terms of employment Provision is made annually to cover obligation under the
scheme, The amount of Hability of each employee at ywar end is computed by number of years completed multiplied by the last drawn monthly basic
salary, During the year the Company has changed its accounting policy and conducted actuarial valuarion for the schemes as at June 390, 2013 using
Projected unit Credit method{PUC) in accordance with 1A5-19, The effect of wansitions] costs has besn recognized in profit and loss for the year in
accordance with [AS-19.
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Rupees Rupees
ISSUED. SUBSRIBED AND PAID-UP CAPITAL
- B.B0L71072012: 6,000 orduinary shares of Rs, 160/- each) ardinary shares of R 10/ 88,017,100 600,000
each fully paid in cash
- GH579553 (2012: 58,579,553 ordinary shares of Rs. 100/- each) ordinary shares of Rs. 10/-
exch fully paid for consideration other than cash 58579551 585.795.531
« 14659890 (2012: Nil) ordinary shares of Bs. 10/« each fully paid up bonus shares 145598900 -

—l20411531  ___ SU6395.531
Movement in issued, subscribed and said uo canital

Opening balance 586,395,531 586,395,531
Capltal introduced during the year:
= Issuance of B,741.710 ordinary shares of Rs 10/- each fully pald for cash 87,417,100 -
- |lssuance of 14,659,890 ordinary shares of Rs 10/ ‘as fullv paid bonus shares —_—heTese
Closing balance —_B081L531 __ SR639SEIL
LONG TERM BORRWOINGS - SECURED
Term lnance - Bank Alfalah Limited 217,167 500 ZHZ 361,000
Lease finance | & [l - MCB Bank Limited 4 lﬂwﬂ BO489.453
318,132,312 362,850,453
Lesg: —[155736308) (1142936410
Current portian shown under current liabilites — 162396104 ___24B556812

51 This term finance has beon obtained to finance new plant & machinery of re-rolling mill The total limit is Rs. 305.000 million (20132 305.000
million). It is to be repayable in 5 years including grace period of @ months n equal guarterly installments. The facility carries markup @ 6 months
KIBOR plus 2.00%. per annum / SEP tariff. The facility is secured against first exclugive charge of R 100.000 million on land, building and steel
striacture of pew ré-rolling mill by way of equitable mortgage and TRM of Rz 0.500 million and 1st hypothecation charge of Rs.450.00 million on
plant & meohinery of new re-rodling mil

5.2 This facility has been obtained to finance two brand new induction furnaces and parts of related sccessories, electrical equipment and sesociated
eogts for grid station purchased directly from DESCO against their demand notices with toeal limit of Rs. 142.050 million {2012: RBs. 142.050 mullion}.
It i3 repayable in 3.5 years from [DA including grace period of 6 months .The facility carries markup @ 3 months KIBOR plus 1.50% (floating rats),
The facility is secured against ownership of leased asset, demand promi notes, trust receipts, direct debit authority for repayment of rentals,
personal guarantees of directors to cover the entire exposure and charge over fixed assets as mentioned under collateral.

ZHM LOANS FROM RELATED PARTIE 5 {

Long term loan from related parties 1,322 254,002 416,957 B58

6.1 These loans are unsecured, interest free and the Company is lable to repay them within the next twelve months. As there is no fixed tenure for
repayment of these liabilicies and in the absance of the availability of a defined repayment schedule, the fair value of these loans i not determinakls
and hence they have been stated at cost

DEFERRED LIABILITIES - UNFUNDED GRATUITY
The disciosures made are based on the information included in the actuarial valuation as of June 30, 2013.

Opening balance 3,908,484
Add: provigion for the vear 72
15,579,684 1908484
Lezs: paymentg - -
Closing Hability 71 173684 1908484
7.1  Present value of defined benefit obligation Ti1 —idr 0
711 Movement in defined benefit cblipation
Opening Habilioe 3.908 484 B
Transitional costs 6,502,628 -
Current Service cost 3.081.432
Interest cost 1,003,167
Actuarial [loss] e N
Present value of defined benefit obligaton as june 30, 15.579.684 -
7.2 Amounty recognized in profit and loss are:

Trensitional costs } 6502628 -
Current Service cost 3081432 -
Interest cost 1.093,167 .
Actuarial [oss) 993,973 -

——.—m —

T.21 The amounts recogmized where included in the profit and loss as follows:

Cost of sales 10260493 2,650,235
Administrative expenses LAL0TOT 1258.249

The princlpsl assumptions ured were as follows:

Discount Fate 10L50%% .
Expected rate of eligible salary increase in fumure years 9.50% .
Averaps expected remaining working life time of emplovees 11 vears -
Actuarial valustion method used Frojected unit

credit method



2013 2012

Rupees Rupees
8. THADE & OTHER FAYABLES
Creditors 73.239.804 112,746,993
Murabaha 8l 63,114.566 98,534,655
Accrued and other Liabilities 120,888 892 53033297
Advances 2.125.648 376,119,905
Workers' profit partictoation fund a2z — % [ ¥ L R— i 1t

81 This represants murahaha facility with sanctioned limit of Rs. 500.000 million (2012: 500,000 million) for purchase of used/bailed tyres, direct reduced
from, cobble plates, steel scrap /billet, farrow silicone / manganese / chrome and silicone manganese étr. This facility is operative for 180 days and carries
profit rate of respective KIBOR + 1.25 % per annum, The facility is secured against 15t pari passu charge of Rs. 250 million (2012: Rs. 250.000 million] over
present and future current assets of the Company, renking charge of Rs. 417.000 million {2012: 417,000 million) over present and future current assecs of
the Company to be upgraded in to 1t pari passu change within 90 days from the date of first disbursement.

82  Workers' profit participation fisrd:
Ooening balance 6,079,581 3515844

2 — 5079581
Provisicn for the vear 12,241.075 9,595,425

Pavments made durin the vear ‘ (6079581} _  (3515844)
m m

a1
320,786,640 125,000,000
200,000,000 374443484

—  MIS06EIT
1,063,061.035 B42.950.301
9.z A Y L L

91 The above finances have been obtained from commercial banks with sanctioned limit of Rs, 2815000 miilion [2012; Re 18150000 million). The
above finances are secured against 1st charge of Rs. 800000 million on present and future current assets of the Company, lien over import
documents, duly executed trust recelpts, lien over export documents, personal guarantees of all existing directors, open pledge of semi finished /
Rnished steel stocks (with 10 % margin on market value) in factory premises [ sale paints, pledge of stock of iron and steel, scrap, billet etc and
finished goods Le girder, lron bars inclusive of 25% margin thereon, pledge of imported merchandise, 1st pari passu charge of Rs. 507.00 million
slong with second charge of Rs. 310,00 miltion over current assets of the Company. These finances carry markup ranging from 3 to 6 months Kibor
plus 1 % to 2.50% and SBP plus 1%

92  This represants un-presented chegues to be met with subseauent deposim
10.  CONTINGENCIES AND COMMITMENTS
101 Counter guarantes of Rs 29.533 [2012: Rs. 14.606) million has been issued by banks,
10.2 Commitments for raw material amounted to Rs. 1,969.738 (2012 Rs. 809.052) million and capital expenditure amounted to Rs 66,899 (2012 Hs 119.647)
million
12. LONG TERM DEPOSITS- CONSIDERED GOOD
Loty term deposits pom— e 7k S | G 1471 - [ O
13. LONG TERM INVESTMENTS
Avallable for sale investments
- Wateen telecom limited (100,000 ordinary shares of Rs.10/- each) e A —

14, DEFERRED TAXASSET
Deferred tax asset has been recognized in regpect of following temporary differences ag the management believes that there will be sufficient future profits
against which this asset can be utilized;

Deductible temporary differences
Minimum tax 25,200,943 »
Losses 121,968,744 -
Tamabis temporary differences
Accelerated depreciation allowance — [145093.751] =
' -—-—m —
15. STOCKIN TRADE
Raw material 410,248,164 305,609,676
Finished goods 53.662.217 48,020,147
Frack In transit 9,065,068 -

—t il 5400 o LIELINLD
151 Due o appaintment of the auditors after year end, the stocks have been taken and reconciled subsequently by the auditors.

16. BADE DEETORS - UNSECURED CONSIDRED GOOD w
Trade debrs .mm .—.WL
17. LOANS AND ADVANCES (CONSIDERED GOOD]
Emplovess 6495025 3.083.0456
Suppliers 188951093



2013 2012

Rupees Rupées
18, LADE DEPOSITS. PREPA
Advance income tax 180,856,758 117.044.571
Export regulatory duty refundable 181 54,148,408 54,148,408
Other receivables - considered mood 3,308,509 16827228
Frofit accrued on short term Investmant . B4R, 481
Letters of credit 10,151,530 139,984,549
Sales tax refundable _ 255054993 _  ZB64AIBSS

181 This represented regulatory duty paid by the Company under protest as a result of regulatory duty imposed on export of scrap and steel products vide SRO
482(1)2007 dated 09.06.2007. The objective of the SRO was to protect the local steel Industry and goods produced under DTRE scheme and in the
manufacturing bonds made cut of imported raw material should not have been subjected to regulatory duty imposed. Therefore, the SRO was amended by
FER under which the regulatory duty on export of goods made from material imported wnder the facility of DTRE was withdrawn, however, this
withdrawal was not given retrospective effect The matter is pending before the Customs authorities and the management of the Company is highly hopeful

that the duty would be refunded.

19. SHORT TERM INVESTMENTS
Held to marerity - Term deposit receipts - 22406535
This reprsents short term investments with banking companies carrying markup ranging from 8.50% to 12.75% per annum.

20,  CASH AND BANK BALANCES
Cash in hand 355,530 1,673,762

Cash at banks

- Current 98,151,274 | 17,063,658

-  Savings 201 1053651 )
T T T — 1 e 1
M ﬂ

201 The Company is maintaining saving account with different banks with interest on the daily product basts which carries interest & 6% to 6.25% per

ATEEm.
21. SALES-NET
Local Sales 1.627.142.623 979,189,114
Export Sales 2819068994 ¥
4046211617 3.708.487.781
Less: sale tax — (117,697,942} _  (5L0O661751
: kil ABa 3 A2S, 3657421806
2Z.
Add:  Opening stock of Mnished goods 48,020,147 B7.919,044
Raw material consumed 221 2,770,631.368 2729775513
Waies, salaries & benefits 212 81.018.250 50091565
Stores consumed 199,650,384 160510676
Fusl and power 452.914.489 A27ATS977
Repair & maintenance 1,749.875 443,264
Other manufacturing expenses 18,330.730 19,306,746
Dworeciation 11.2
Cost of goods manufactured 3.615.065.749 3.395318.031
Less: Closing stock of finished poods — (53662217 _ (48020147
—a561.403.532 ___ LI4TZ0TE6.
221 Row materiol consurmed:
Opening stock 385,609,676 441 068,630
Purchages 2,795,269,856 2,673,316,559
3115385189

Less: Closing stock !41!1.!4-&.1541 EJ:EE,EM.ETEJ

e e — ——————i R SR .
222 Thisincludes Rs 10,260,493 {2012: A 2,650,235/-1 on account of defined benefit scheme.
23. DISTRIBUTION COST

Freight outward 5,780,627 1.148.563
Advertisement & sales oromation 13616336 11980311
e M96.763 o LLIZEJIE
4. ADMINISTRATIVE EXPENSES
Pirectors’ remuneration 9,000,000 5.520,000
Salarfes and benefits . 4.1 23,689,761 18,749,603
Traveling and conveyance 3,647,978 2677 447
Fostage, telegram and telephone 542,531 733151
Printing, stationery & office supnplies 122.581 947,733
Legal and professional charges 4,647,640 4,084,008
Auditors” remuneration 242 420,000 400,000
Entertainment 1,944,300 1,888,096
Fee & subscription 2,783,045 915330
Rent, rates & taxes 1.663.518 * 1.737.638
1 -pair and malntenance OGE, 264 992 H95
Computer expenses 789,200 526,600
Vehicle running & maintenance 2,555,796 2606168
Utilitles 10,746,658 9.987.097
InSurance 390,333 691,589
Donations 4.3 uﬂm 528,500
Miscellaneous expenses 207.503 180817
Balances written off 2.562.413 -
Depreciation 112 —_ 9693050 4546947

S v L FN Vi MR- YN VX3 L
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Rupees Rupees
#4.1 Thizincludes Rs. 1.410,707 (2012: Rs.1.258.249/-) on account of defined benefit scheme.
=42 Auditors’ remuneration
Statutory auwdit fes 400,000 400,000
(1 of pocket expense 20,000 =

e SR e ARG000

743 The directors or their spouse had no interest in the donee's fund,

25. FINANCE COSTS

Mark up an short term borrowings 145.379.868 123.667.208
Bank & other charges 689087 11736416
— 152270740 __ 135393008

251 Borrowing cost capitalized during the vear amounted to Rs.42.374 (2012: Bs.51.570) million @ & months Kibor + 200 % per annum.
26. OTHER OPERATING INCOME

Income from financial assets

Interest / profit on deposit with banks 1.297.761 710,088
Proflt on short term investment . 572,575 1,020,135
Income from non - financial assets

Other income 1.019.079 .
Prior vears sales tax 26.1 - 11333.29%6

— E640000 5540000
—_—uiddls 18703213

26.1 This represented sales tax refund received on account of rectifications relevank to tax year 2006 / rate adjustments of sales tax payable on consumption of
= 7 with retrospective affect

Lease rental Income

27. TAXATION
Current " -
Prier - 2114817
Deferred 5 [3.095,976] -

—_—li2507), L1417

271 Company's income from expart sales 19 subject to final tax liabiity (Final Tax Regime] under section 154 (4] of Income Tax Ordinance, 2001. Tax charge
on local sales and profit of bank deposits is subject to normal assessment under relevant provision of the Ordinance. During the year, the tax Hability is
adjusted agalnst the tax credit available U/S 65 B of the Ordinance. Reconciliation of tax expense and product of accounting prafit multiplled by the
applicabla tax rate i3 not meaningful as majority income of the Company falls under final tax rogima,

28, ADIUSTMENT FOR WORKING CAPITAL CHANGES

(Increase) In Current Assets

Stores and soares

Stock in trade

Trade debtors

Loans and advances

Trade deposits, prepayments & other receivables

Increase { [Decrease] In Current Liabilites
Trade and other pavables

Met adjustment
29. EARNING PER SHARE - BASIC & DILUTED
There is no dilutive effect on the basic exrnings per share which is based omn:
Profit after Exation
Weighted average number of ordinary shares
Basicearning per share

195225326 9.383,768
39.345.646) 96,357,851
332,842,731 [502,397,658)
118,995,035 [167.392.446)

— 242646707
THI 326,627 (321,401, 778)

During the year, the Company has changed the breakup valoe of its shares from Rs.100/- per share to Rs. 10/« per share. The effect of increase in number

of shares has been accounted for retrospectively for calculation of earning per share.

30. PLANT CAPACITY AND ACTUAL PRODUCTION
Production at normal capacity in M/Ton

Actual production in M/Ton
- Billet
- M5 product
- Ferro

TE.000.00 47.046.00
540,000.00 105,747.00
25.000.00 4.000.00
19.84527 * 26.500.00
3644347 44.100.00
131291 350.00

Low production during the year s due to normal maintenance, gas shorteage and installation but non commencement of production activities of new

girder mill.
31. NUMBE" DF EMPLOYEES
Numbar of emplovees of the Company = year end
Average number of employees during the year

afia 2il

—il, —30
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32. TRANSACTIONS WITH RELATED PARTIES
The relared parties comprise related group companies and other related undertokings. Transactions with related parties and agsoctated undertakings are ag
Fodbonars:

- Long term loans from related parties 1,322 254,092 916.957.858
- Sale 792,112,858 199219110
= Purchase 654,394,509 131667035
- Payable to Mugha! Steel Metallurgies Corporation Limited 18,717,850 19,656,807
- Advance to Al - Bashir . 677.000
+  [+yable / advance to Fine Steel 10,859,312 36,042 486
- Advance from Mughal Stesl " 373199363
= Purchase of land . 23,760,000
2 Rental expense paid 1L A4HL000 1,440,000
- Lease rental incoms 2540, 000 5.640,000
Sale and purchase transactions have been carrled out on commercial terms and conditions under comparable uocontrolled price method.

3. RS & EXECUTIVE e
I Chief Executive |
Hs. R
ol i : ———3000000. 2800000
Number of persons — — ] 1
[ Directors 11 Executives |
s, Rs. Rs. Rs.
Managerial remuneration — 6000000 _ 3130000 18460379 . 100F3Z42
Number of persons L 3 16 12
331 Nomeeting fee hag heen paid to any director of the Company during the year,
332 (hiel executive and diréctors are orovided with Company maintained cars for business use anlyv.
34, FINANCIAL RISK MANAGEMENT
Financial Instruments by category as per balance sheet
Flnanctsl Assets
Long term investments . 431,000 200,000
Long term deposits 17423313 16,566,790
Trade dobtors 230,560,623 563.403.354
Loans & advances 6,495,025 3.083.046
Tradi deposits, prepavments & other receivables 57.456,917 71824117
Short termi investments - 22406535
Cash and bank balances — 103953771 19.791.071
S 51 1Y = L I iy LX) &
Financial Lighilities
Long term borrowings 318132312 262,850,453
Long term loang from related parties 1.312.154,092 916,957,858
Deferred lahility 15.579.604 3908 484
Short term bank barrowings L070,950,036 1322906915
Mark-up accrued on secured loans 28,062,301 40118603
Trade and other payables 263,404,756 ZT0I94526

SRR 3K 1) W DS -5

The Company’s activitles expose it to a variety of financlal risk including capital risk, credit risk, lguidity risk and market risk. The cbjective of financial
risk management is to minimize potential adverse effects on the financial performance of the Company. The Company finances its operation through
equity. borrowings and management of working capital with a view to maintain reasonable mix between the various sources of finance to minimize risi

341 CREDIT RISK

Credit risk represents the accounting loss that would be recognized at the reperting date if counter parties fail completely to perform as contracted. The
Company believes that it i3 not expose to major concentration of credit rsk. To manage exposure o credit risk, Company applles credit limits and deal
with credit worthy parties. Export debtors are secured by means of letter of credits.

The carrying amount of financial assers represent the maximum credit expasure, ag specified below;

Long term investments 431,000 200,000
Long term security deposits 17423.313 16566790
Trade debts 230560623 D63.403,354
Loans & advances 6,495,025 3,083,046
Trade depogits, prepavments & other receivalies 5TASL91T 71824117
Short term Investments . 5 22406535
Bank balances 103,598,241 18117309

—t15965113, 636001

Mo provision has been made agalnst trade debts as these are considered good,

342 LIOWDITY RISK
Liquidicy risk is the risk that an enterprise will encounter difficulty in raising funds to meet it's commitments associated with financial instruments. The
Company manages its liguidity risk exposure by having diversified funding sources and assets are managed with Hquidicy In mind. To ensure adequate
liquidity, the maturity profile is monitored on continwous basis



The following are the contractual marurities of the financial liabilitles;

2013 2013 3
Maturity up to Maturity after Total
One Year One Year
Rupees Rupees Rupees
Long term borrowines 155,736,208 162,396,104 318,132,312
Long term loans from related parties - 1.322,254,092 1,322.254,092
Deferred liability - 15,579,684 15,579,604
Short term bank bormowings LO070,950,036 - LO7TR950,036
Mark-up accrued on secured loans 28,062,301 - 28,062,301
Trade and other payables 263,404,756 = 263404756
Touwl =LEl§153.301 ___ 1500229880 __ J.0IBJERLISL.
2012 2012 2012
Maturity up to Maturitv after Tatal
One Year One Year
Ripess Rupees Rupees
Long term borrowings 114,293,641 248,556,812 362850453
Long term loans from related parties - 916,957 858 916,957,858
Deferred Hability - 3,908,484 3,908,484
Short term bank borrowings 1322906915 - 1322906915
Mark-up accrued on secured loans 40,118,603 - 40118603
Trade and other payables — 70 I 5TE ST SRRt ¥, ', B
Total 042713685 ___LIGGAZLISY, e ddlZAJGSE2,
343 MARKET RISK
Market risk means that fair value or future cash flows of a fnancial instrument will Mectoate because of changes in market prices such as, foreign
exchange rates, Interest rates and equity prices. The objective is to manage and control market risk exposures within acceptable paramsters, whils
optimizitg the return, Market risk comprises of three types of risk: foreign exchiange or currency risk, interest rate risk and price risk. The market risk
associated with the Company's bisiness activities are discuszed as under:
Foreign Currensy Righ
Currency risk is the risk that the fair value or future cash fAows of a financial instrament will Auctuate because of changes in forelgn exchange rates The
currency risk arisés mainly from future commercial transaction or receivables and payables that oxist due to transactions in foreign currencies. The
Company is exposed the currency risk primarily with respect to US Dollar currently, the Company’s forelgn exchange risk exposure restricted to amount
recelvable from foreign debtors. The Company uses foreign exchange contracts to hedge ks foreign currency risk, when considered appropriate.
Intorest Rate Risk
Interest rate risk is the rigk that value of financial instrument or future cash fow of a financial instrument will Auctuate due to changes in interest rates,
During the year, the Company manages the mismatches through risk management strategies where significant changes in gap position can be adjusted,
Thi shart term borrowing arrangements has variable rate pricing that s dependent on KIBOR a3 indlcsted in respective notes.
Price Bi
Price risk represents the risk that falr value of financial instrument will Muctuate because of changes in the market prices, whether thoss changes are
caused by factors specific to the Individual financial instrument or its issuer, or factor affecting all or simifar financial instruments traded in the market
Equity price risk arises from available for sale equity securitbes held. The investment in available for sale equity securities is not material and Company {5
not expose to significant price risk.
A5 at Juna 30, 2013, if interest rates on Company's bank borrowings had been 19 higher / lower the markup expenses would have been higher / lower by
Rs.10.727 million.
344 CARRYIMNG YALUE OF FINANCIAL ASSETS AND LIABILITIES
Financial instruments are carmied 4t approximate fair values except as explained in note &
CAPITAL RISK MANAGEMENT

The Company's objective when managing capital is to safe guard its ability to continue a5 a going concern 5o that it can continue to provide returns for
shareholders and benefits for other stake holders: and to maintain strong capital base to support the development of its business.

The Company manages its capital structuse in the context of sconomic conditions and the risk characteristics of the underlying assets. [n order to malntaln or
adfust the capital structure the Company may adjust amount of dividend paid to sharehelders or issue new shares. The Company 18 not subject to axternally

imposed capital requirements.

36. DATE OF AUTHORIZATION
These financial statements have been authorized for issue by the Board of Directors of the Company on October 02, 2013,

mﬂuum?pﬁ/uﬁymud off to the nearest rucee.
L]
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