










































































BALANCE SHEET

Note 2011

(Rupees in ‘000)

2012

ASSETS 

Non current assets    
Property, plant and equipment 4  8,898,047   8,787,923 
Intangible assets 5  13,414   -   
Long term advance and deposit 6  100   15,579 
Total non current assets   8,911,561   8,803,502 
    
Current assets    
Stores and spares 7  372,982   139,563 
Stock-in-trade 8  5,273,767   3,817,918 
Receivable from Karachi Electric Supply Company Limited - 
   Unsecured Considered good   228,705   259,430 
Trade debts 9   287,498   351 
Advances 10   18,692   266,880 
Trade deposits and short term prepayments 11   11,334   12,049 
Other receivables - sales tax receivable   279,248   584,266 
Taxation-net 12   446,036   152,512 
Cash and bank balances 13   3,957   262,077 
Total current assets   6,922,219   5,495,046 
    
Total assets  15,833,780   14,298,548 
    
EQUITY AND LIABILITIES    
    
Share capital and reserves    
Authorised capital    
500,000,000 (2011: 500,000,000) ordinary shares of Rs. 10 each   5,000,000   5,000,000 
    
Issued, subscribed and paid up capital 14   4,350,000   4,350,000 
Accumulated losses   (196,657)  (92,186)
Total shareholders’ equity   4,153,343   4,257,814 
    
LIABILITIES    
    
Non current liabilities    
Long term finances 15   3,846,883   4,335,519 
Deferred taxation-net 16   67,867   96,559 
Total non current liabilities  3,914,750   4,432,078 
    
Current liabilities    
Trade and other payables 17   468,130   129,911 
Short term borrowings 18   6,447,822   5,057,881 
Current portion of long term finances 15   638,775   263,201 
Accrued markup  210,960   157,663 
Total current liabilities   7,765,687   5,608,656 
    
Contingency and commitments 19    

Total equity and liabilities   15,833,780   14,298,548 

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

Tariq Iqbal Khan
Director & Chairman Board Audit

Committee

Liaquat Ali Tejani
Chief Financial Officer

Towfiq H. Chinoy
Managing Director & Chief 

Executive

As at  30 June 2012

38 39A N N U A L  R E P O R T  2 0 1 2 I N V I G O R A T I N G  G R O W T H



PROFIT & LOSS ACCOUNT

Net sales 20  13,248,983  3,690,824 
Cost of sales 21  (12,043,061)  (3,341,648)
Gross profit  1,205,922  349,176 
    
Administrative expenses 22  (73,355)  (80,621)
Selling and distribution expenses 23  (74,898)  (27,785)
  (150,253)  (108,406)

Financial charges 24  (1,027,062)  (383,314)
Other operating charges 25  (248,154)  (40,558) 
  (1,275,216)  (423,872)

Other operating income 26  99,057  121,070 
Loss before taxation  (120,490)  (62,032)
    
Taxation - net 27  (16,019)  (17,370)
Loss for the year  (104,471)  (79,402)
    
   (Rupees)  
    
Loss per share - basic and diluted 28  (0.24) (0.22)
    
    
The annexed notes 1 to 37 form an integral part of these financial statements.   
    
 

For the year ended 30 June 2012

Note 2011

(Rupees in ‘000)

2012
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Statement of Comprehensive Income

2011

(Rupees in ‘000)

2012

Loss for the year  (104,471)  (79,402)

Other comprehensive income   -     -   

Total comprehensive income for the year - loss for the year   (104,471)  (79,402)

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

Tariq Iqbal Khan
Director & Chairman Board Audit

Committee

Liaquat Ali Tejani
Chief Financial Officer

Towfiq H. Chinoy
Managing Director & Chief 

Executive

For the year ended 30 June 2012
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Cash Flow Statement

CASH FLOWS FROM OPERATING ACTIVITIES    
Loss before taxation   (120,490)    (62,032)

Adjustments for:    
   Depreciation   355,499 161,627
   Amortisation  2,627 -
   Gain on sale of property, plant and equipment   (378)    (867)
   Provision for staff gratuity   5,335     2,486 
   Provision for compensated absences   ,6,682    4,997 
   Financial charges   1,027,062    383,314 
   1,276,337    489,525 
Movement in:    
    
Working capital  29   (1,063,555)     (4,795,155)
Payment of compensated absences   (2,012)    (27)
Long term deposits    -     (15,579)
Net cash from / (used in) operations    210,770     (4,321,236)
    
Financial charges paid   (973,765)     (281,533)
Taxes paid  (306,197) (195,932)
Net cash (used in) / from operating activities    (1,069,192)     (4,798,701)
    
    
CASH FLOWS FROM INVESTING ACTIVITIES    
Capital expenditure incurred  (466,470)  (1,027,446)
Proceeds from sale of property, plant and equipment   663     30,217 
Net cash (used in) investing activities   (465,807)     (997,229)
    
    
CASH FLOWS FROM FINANCING ACTIVITIES    
Proceeds from issuance of share capital   -     172,533 
(Repayment) / Proceeds of long term finances - net off   (113,062)     839,722 
(Repayment) of loan from a director   -     (12,500)
Net cash  (used in) / from financing activities    (113,062)     999,755 
    
Net (decrease) in cash and cash equivalents   (1,648,061)     (4,796,175)
    
Cash and cash equivalents at beginning of the year   (4,795,804)  371 
Cash and cash equivalents at end of the year   (6,443,865)  (4,795,804)
    
CASH AND CASH EQUIVALENTS COMPRISE    
Cash and bank balances 13 3,957     262,077 
Short term borrowings 18  (6,447,822)     (5,057,881)
   (6,443,865)     (4,795,804)
    
 
The annexed notes 1 to 37 form an integral part of these financial statements.   

Tariq Iqbal Khan
Director & Chairman Board Audit

Committee

Liaquat Ali Tejani
Chief Financial Officer

Towfiq H. Chinoy
Managing Director & Chief 

Executive

For the year ended 30 June 2012

Note 2011

(Rupees in ‘000)

2012
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Statement of Changes in Equity

Balance as at 1 July 2010  300   (12,784)  (12,484)
    
    
 
Issue of shares against transfer of steel project  4,177,167   -     4,177,167 
undertaking (refer note 1.1)    
    
Issue of shares for cash  172,533  -     172,533 
    
    
Total comprehensive income for the year - loss for the year -     (79,402)  (79,402)
    
    
Balance as at 30 June  2011  4,350,000   (92,186)  4,257,814 
    
    
Total comprehensive income for the year - loss for the year  -     (104,471)     (104,471)   
    
Balance as at 30 June 2012  4,350,000   (196,657)  4,153,343 
    
    
 
The annexed notes 1 to 37 form an integral part of these financial statements.

Tariq Iqbal Khan
Director & Chairman Board Audit

Committee

Liaquat Ali Tejani
Chief Financial Officer

Towfiq H. Chinoy
Managing Director & Chief 

Executive

(Rupees in ‘000)

Issued, 
Subcribed 

and Paid Up 
Capital

Accumulated 
losses

Total

For the Year ended 30 June 2012
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1. STATUS AND NATURE OF BUSINESS
 
 International Steels Limited (“the Company”) was incorporated on September 03, 2007 as a public unlisted 

company limited by shares under the Companies Ordinance, 1984 and is domiciled in the province of Sindh. 
The Company was listed on the Karachi Stock Exchange on 01 June 2011 as a result of divestment of shares by 
International Industries Limited (the Holding Company) (refer note 14.1) . The Primary activities of the Company 
are business of manufacturing of cold rolled steel coils and galvanized sheets. The Company commenced 
commercial operations on 01 January 2011. The Company is a subsidiary of International Industries Limited. 
The registered office of the Company is situated at 101, Beaumont Plaza, 10 Beaumont Road, Civil Lines, 
Karachi. 

1.1 Transfer of Steel project undertaking

 The Board of Directors of International Industries Limited in its meeting held on 23 July 2009 approved the 
Scheme of Arrangement (“the Scheme”) for the reconstruction of the International Industries Limited by 
separation (“the Hive down”) of the Steel Project Undertaking (“the Project”), and vesting of the Project in the 
Company through issuance of ordinary shares of the Company equal to the value of net assets transferred 
under the Scheme.        

 Under the Scheme, assets and liabilities of International Industries Limited relating exclusively or  primarily to 
the Project including without limitation, properties of all kinds and by whatever title held and whether movable or 
immovable or tangible or intangible, and without limiting the generality of the foregoing in particular and relating 
liabilities including loans, creditors etc. were required to be transferred to the Company in accordance with the 
Scheme. The Project comprised of a Cold Rolling Mill having capacity of 250,000 tons per annum and a Metal 
Coating Steel Plant of 150,000 tons per annum located at Landhi, Karachi and the 18 MW gas fired power 
plant.   

     
 The Scheme was approved by 99.998% shareholders of International Industries Limited present and voting at 

the Extra Ordinary General Meeting, held on 16 April 2010 pursuant to order dated 9 March 2010 passed by 
High Court in Judicial Miscellaneous Application No. 1 of 2010. The Sindh High Court vide its order dated 12 
August 2010 approved the Scheme of Arrangement under section 284 of the Companies Ordinance, 1984.  
       

         
 As per the approved Scheme, the net assets of the Steel Project Undertaking amounted to Rs. 4,177.167 million 

were determined as at 23 August 2010 (day immediately preceding the day when the Scheme becomes effective 
i.e., the completion date) in accordance with the Scheme and net assets of the Steel Project Undertaking 
were transferred to the Company on 24 August 2010 and 417,716,700 shares at Rs. 10 each of the Company 
thereagainst were issued to International Industries Limited accordingly. The net assets transferred were as 
follows:

     
 (Rupees in ‘000)

 Assets    
   

 Non-current assets 7,951,454 
 Current assets 1,548,115 
 Total Assets 9,499,569 
     

Liabilities    

 Non-current liabilities (3,831,103)
 Current liabilities (1,491,299)
 Total liabilities (5,322,402)
 Net assets of the Project as at 23 August 2010 4,177,167 

Notes to the Financial Statements
For the Year ended 30 June 2012

42 43A N N U A L  R E P O R T  2 0 1 2 I N V I G O R A T I N G  G R O W T H



Notes to the Financial Statements
For the Year ended 30 June 2012

2. BASIS OF PREPARATION          

2.1 Statement of compliance          

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

2.2 Basis of measurement          

 These financial statements have been prepared under the historical cost convention.    
      

2.3 Functional and presentation currency        
  

 Items included in the financial statements are measured using the currency of the primary economic environment 
in which the Company operates. The financial statements are presented in Pakistani Rupees, which is also the 
Company’s functional currency. All figures have been rounded off to the nearest thousand of rupees, unless 
otherwise stated.          

           
2.4 Use of significant estimates and judgments        

  
 The preparation of financial statements in conformity with approved accounting standards, as applicable in 

Pakistan, requires management to make judgments, estimates and assumptions that affect the application of 
policies and the reported amount of assets, liabilities, income and expenses.      
      

 The estimates and associated assumptions are based on historical experience and various other factors that are 
believed to be reasonable under the circumstances, the results of which form the basis of making the judgments 
about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual results 
may differ from these estimates. The estimates underlying the assumptions are reviewed on an ongoing basis. 
Revisions to accounting estimates are recognized in the period in which the estimate is revised if the revision 
affects only that period, or in the period of the revision and future periods if the revision affects both current and 
future periods. Judgments made by the management in the application of approved accounting standards, as 
applicable in Pakistan, that have significant effect on the financial statements and estimates with significant risk 
of material judgment in the next year are described in the following:

- Property, plant and equipment and Intangible assets (notes 3.1 and 3.2).
- Trade debts and other receivables (note 3.3.1.1)
- Stores and spares stock in trade (notes 3.4 and 3.5)
- Income taxes (note 3.6)
- Staff retirement benefits (notes 3.7)
- Impairment (note 3.10) 
 
2.5 Standards, amendments and interpretations which became effective during the year    

       
 During the year, certain amendments to standards became effective. However, they did not have material affect 

on these financial statements.         
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Notes to the Financial Statements
For the Year ended 30 June 2012

2.6 Standards, Interpretations and Amendments not yet effective      
    

 The following standards, amendments and interpretations of approved accounting standards will be effective for 
 accounting periods beginning on or after 01 January 2012:      

    
         
 - Amendments to IAS 12 – deferred tax on investment property (effective for annual periods beginning on or 

after 1 January 2012). The 2010 amendment provides an exception to the measurement principle in respect 
of investment property measured using the fair value model in accordance with IAS 40 Investment Property. 
The measurement of deferred tax assets and liabilities, in this limited circumstance, is based on a rebuttable 
presumption that the carrying amount of the investment property will be recovered entirely through sale. The 
presumption can be rebutted only if the investment property is depreciable and held within a business model 
whose objective is to consume substantially all of the asset’s economic benefits over the life of the asset.

  The amendment has no impact on financial statements of the Company. 

 - IAS 19 Employee Benefits (amended 2011) - (effective for annual periods beginning on or after 1 January 
2013). The amended IAS 19 includes the amendments that require actuarial gains and losses to be recognised 
immediately in other comprehensive income; this change will remove the corridor method and eliminate the 
ability for entities to recognise all changes in the defined benefit obligation and in plan assets in profit or loss, 
which currently is allowed under IAS 19; and that the expected return on plan assets recognised in profit or loss 
is calculated based on the rate used to discount the defined benefit obligation. The Company’s policy was to 
account for actuarial gains and losses using the corridor method and with the change unrecognized actuarial 
losses amounting to Rs. 5.44 million at 30 June 2012 would need to be recognized in other comprehensive 
income with revised actuarial estimate in 2013.

 - Presentation of Items of Other Comprehensive Income (Amendments to IAS 1) - (effective for annual periods 
beginning on or after 1 July 2012). The amendments require that an entity present separately the items of 
other comprehensive income that would be reclassified to profit or loss in the future if certain conditions are 
met from those that would never be reclassified to profit or loss. The amendments do not address which items 
are presented in other comprehensive income or which items need to be reclassified. The requirements of 
other IFRSs continue to apply in this regard. The amendments have no impact on financial statements of the 
Company.

 -  IAS 27 Separate Financial Statements (2011) - (effective for annual periods beginning on or after 1 January 
2013). IAS 27 (2011) supersedes IAS 27 (2008). Three new standards IFRS 10 - Consolidated Financial 
Statements, IFRS 11- Joint Arrangements and IFRS 12- Disclosure of Interest in Other Entities dealing with 
IAS 27 would be applicable effective 1 January 2013. IAS 27 (2011) carries forward the existing accounting and 
disclosure requirements for separate financial statements, with some minor clarifications. The amendments 
have no significant impact on financial statements of the Company.

          
 -  IAS 28 Investments in Associates and Joint Ventures (2011) - (effective for annual periods beginning on or 

after 1 January 2013). IAS 28 (2011) supersedes IAS 28 (2008). IAS 28 (2011) makes the amendments to 
apply IFRS 5 to an investment, or a portion of an investment, in an associate or a joint venture that meets 
the criteria to be classified as held for sale; and on cessation of significant influence or joint control, even if an 
investment in an associate becomes an investment in a joint venture. The amendments have no impact on 
financial statements of the Company.        
  

 -  Offsetting Financial Assets and Financial Liabilities (Amendments to IAS 32) – (effective for annual periods 
beginning on or after 1 January 2014). The amendments address inconsistencies in current practice when 
applying the offsetting criteria in IAS 32 Financial Instruments Presentation. The amendments clarify the 
meaning of ‘currently has a legally enforceable right of set-off’; and that some gross settlement systems may 
be considered equivalent to net settlement.
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Notes to the Financial Statements
For the Year ended 30 June 2012

 - Offsetting Financial Assets and Financial Liabilities (Amendments to IFRS 7) – (effective for annual periods 
beginning on or after 1 January 2013). The amendments to IFRS 7 contain new  disclosure requirements 
for financial assets and liabilities that are offset in the statement of financial position or subject to master 
netting agreement or similar arrangement.

 
 Annual Improvements 2009–2011 (effective for annual periods beginning on or after 1 January 2013). The 
 new cycle of improvements contains amendments to the following five standards, with consequential 
 amendments to other standards and interpretations.

 - IAS 1 Presentation of Financial Statements is amended to clarify that only one comparative period i.e. 
30 June 2011 which is the preceding period of 30 June 2012 is required for a complete set of financial 
statements. If an entity presents additional comparative information, then that additional information 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 accordance with IFRS. Furthermore, it clarifies that the ‘third statement 
of financial position’, when required, is only required if the effect of restatement is material to statement of 
financial position.           

 - IAS 16 Property, Plant and Equipment is amended to clarify the accounting of spare parts, stand-by 
equipment and servicing equipment. The definition of ‘property, plant and equipment’ in IAS 16 is now 
considered in determining whether these items should be accounted for under that standard. If these items 
do not meet the definition, then they are accounted for using IAS 2 Inventories.

 - IAS 32 Financial Instruments: Presentation - is amended to clarify that IAS 12 Income Taxes applies to the 
accounting for income taxes relating to distributions to holders of an equity instrument and transaction costs 
of an equity transaction. The amendment removes a perceived inconsistency between IAS 32 and IAS 12.

 - IAS 34 Interim Financial Reporting is amended to align the disclosure requirements for segment  
assets and segment liabilities in interim financial reports with those in IFRS 8 Operating Segments. IAS 34 
now requires the disclosure of a measure of total assets and liabilities for a particular reportable segment. 
In addition, such disclosure is only required when the amount is regularly provided to the chief operating 
decision maker and there has been a material change from the amount disclosed in the last annual financial 
statements for that reportable segment. 

 - IFRIC 20 - Stripping cost in the production phase of a surface mining (effective for annual periods beginning 
on or after 1 January 2013). The interpretation requires production stripping cost in a surface mine to be 
capitalized if certain criteria are met.         
 

3. SIGNIFICANT ACCOUNTING POLICIES        
  

 The significant accounting policies as set out below are consistently applied for all periods presented in these 
 financial statements.      

3.1 Property, plant and equipment

3.1.1 Operating assets and depreciation         
          

  Initial Recognition
  
  The cost of an item of property, plant and equipment is recognised as an asset if it is probable that future 

economic benefits associated with the item will flow to the entity and the cost of such item can be measured   
reliably.
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Notes to the Financial Statements
For the Year ended 30 June 2012

 Recognition of the cost in the carrying amount of an item of plant and equipment ceases when the items is 
 in the location and condition necessary for it to be capable of operating in the manner intended by the 
 management.

 Measurement

 Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses, if any. 
 Freehold land are stated at revalued amounts and buildings on freehold land are stated at revalued amounts 
 less accumulated depreciation, in case of revaluation. The cost of Property, plant and equipment includes:

 (a) its purchase price including import duties, non refundable purchase taxes after deducting trade discounts 
and rebates; and

 (b) any other costs directly attributable to bringing the asset to the location and condition necessary for it to be 
capable of operating in the manner intended by management.

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

 Subsequent expenditure (including normal repairs and maintenance)

 Expenditure incurred to replace a significant component of an item of plant and equipment is capitalised and 
the asset so replaced is retired. Other subsequent expenditure is capitalised only when it is probable that future 
economic benefits associated with the item will flow to the entity and the cost of the items can be measured 
reliably. All other expenditure (including repairs and normal maintenance) is recognised in the profit and loss 
account as an expense when it is incurred. 

 
 Depreciation
 
 Depreciation on all items except for freehold land is charged on straight line method. The rates of depreciation 

are indicated in note 4.1.

 Depreciation on additions to buildings and plant and machinery, furniture, fixture and office equipment and 
vehicles is charged from the month the asset is available for use upto the month prior to disposal.

 Depreciation methods, useful lives and residual values of each part of property, plant and equipment that is 
significant in relation to the total cost of the asset are reviewed, and adjusted if appropriate, at each balance 
sheet date.
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Notes to the Financial Statements
For the Year ended 30 June 2012

 Surplus on revaluation
 
 Revaluation of Freehold land and Building on Free hold land is carried out with sufficient regularity to ensure that 

the carrying amount of assets does not differ materially from the fair value. Surplus on revaluation of land and 
buildings is credited to the surplus on revaluation account. To the extent of the incremental depreciation charged 
on the revalued assets, the related surplus on revaluation of property, plant and equipment (net of deferred 
taxation) is transferred directly to retained earnings / accumulated losses.

 Gains and losses on disposal
 
 Gains and losses on disposal of assets are taken to the profit and loss account, and the related surplus on 

revaluation of property, plant and equipment, if any, is transferred directly to retained earnings / accumulated 
losses.           

 
3.1.2 Capital work in progress

 Capital work in progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended use.

3.2 Intangible assets

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

 Costs directly associated with identifiable software that will have probable economic benefits exceeding costs 
beyond one year, are recognised as an intangible asset.

 Infinite Intangible

 These are stated at cost less impairment, if any. 

 Definite Intangible
 
 a) These are stated at cost less accumulated amortisation and impairment, if any.
 b) Intangible assets are amortised on straight line basis over its estimated useful life(s) refer note 5.
 c) Amortisation on additions during the financial year is charged from month in which the asset is put to use, 

whereas no amortisation is charged from the month the asset is disposed off.

3.3 Financial Instruments

3.3.1 Non-derivative Financial assets:

 All non-derivative financial assets are initially recognised on trade date i.e. date on which the company becomes 
party to the respective contractual provisions. Non-derivative financial assets comprise loans and receivables 
that are financial assets with fixed or determinable payments that are not quoted in active markets and includes 
trade debts, advances, other receivables and cash and cash equivalent. The Company derecognizes the 
financial assets when it ceases to be a party to such contractual provisions of the instruments.
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Notes to the Financial Statements
For the Year ended 30 June 2012

3.3.1.1 Trade debts, Advances and other receivables

 Trade debts, advances and other receivables are recognised initially at fair value and subsequently measured 
at amortised cost or cost, as the case may be, less provision for impairment, if any. A provision for impairment 
is established when there is an objective evidence that the Company will not be able to collect all amounts due 
according to the original terms of receivables. Other receivables considered irrecoverable are written off.

3.3.1.2 Cash and cash equivalents

 Cash and cash equivalents for cash flow purposes include cash in hand and balances held with banks. Short 
term borrowings availed by the Company, which are payable on demand and form an integral part of the 
Company’s cash management are included as part of cash and cash equivalents for the purpose of statement 
of cash flows.

3.3.2 Financial Liabilities

 Financial liabilities are initially recognised on trade date i.e. date on which the company becomes party to the 
respective contractual provisions. Financial liabilities represents markup bearing borrowings and trade and other 
payables. Financial liabilities are initially recognised on trade date i.e. the date on which the company becomes 
party to the respective contractual provisions of the instruments. The Company derecognizes the financial 
liabilities when it ceases to be a party to such contractual provisions of the instruments.

3.3.2.1 Markup bearing borrowings and borrowing costs

 Mark-up bearing borrowings are recognized initially at fair value which is usually the cost, less attributable 
transaction costs. Subsequent to initial recognition, mark-up bearing borrowings are stated at amortised cost, 
while the difference between the cost (reduced for periodic payments) and redemption value is recognised in the 
profit and loss account over the period of the borrowings. 

 Borrowing costs are recognized as an expense in the period in which these are incurred except to the extent of 
borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset. 
Such borrowing costs, if any, are capitalized as part of the cost of the relevant asset.

3.3.2.2 Trade and other payables

 Trade and other payables are recognized initially at fair value plus directly attributable cost, if any, and subsequently 
measured at amortized cost.

3.3.3 Derivative financial instruments

 Derivatives that do not qualify for hedge accounting are recognized in the balance sheet at estimated fair value 
with corresponding effect to profit and loss. Derivative financial instruments are carried as assets when fair value 
is positive and liabilities when fair value is negative.

3.3.4 Offsetting of financial assets and financial liabilities

 Financial assets and financial liabilities are offset and the net amount is reported in the financial statements only 
when there is legally enforceable right to set - off the recognized amounts and the Company intends either to 
settle on a net basis or to realize the assets and to settle the liabilities simultaneously.
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Notes to the Financial Statements
For the Year ended 30 June 2012

3.4 Stores and spares

 Stores and spares are stated at lower of cost and net realisable value less impairment loss (to record any 
diminution in the carrying values), if any. Cost is determined using weighted average method.

3.5 Stock-in-trade

 These are valued at lower of cost and net realisable value less impairment loss, if any. Cost is determined under 
the weighted average basis. Cost comprises all costs of purchases, cost of conversion and other costs incurred 
in bringing the inventories to their present location and condition. Net realisable value signifies the estimated 
selling price in the ordinary course of the business less net estimated cost of completion and selling expenses.

 Scrap is valued at estimated realisable value.

3.6 Taxation

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit and 
loss account, except to the extent that it relates to items recognised directly in equity or in other comprehensive 
income, in which case it is recognised in equity or in other comprehensive income respectively. In making the 
estimates for income taxes currently payable by the Company, the management looks at the current income tax 
law and the decisions of appellate authorities on certain issues in the past. 

 Current

 Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates 
enacted or substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous 
years. 

 Provisions for current taxation is based on taxability of certain income streams of the Company under presumptive 
/ final tax regime at the applicable tax rates and remaining income streams chargeable at current rate of taxation 
under the normal tax regime after taking into account tax credits and tax rebates available, if any. 

 Deferred tax

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

 The Company recognizes a deferred tax asset to the extent that it is probable that taxable profits for the 
foreseeable future will be available against which the assets can be utilised. Deferred tax assets are reduced to 
the extent that it is no longer probable that the related tax benefit will be realised.

3.7 Staff retirement benefits

 Defined benefit plan

 The Company provides gratuity benefits to all its permanent employees who have completed their minimum 
qualifying period of service i.e. three year (except in case of workers where minimum qualifying period of service 
is six months). For executives and officers having total service of over twenty years, the benefit is available at 
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one month’s basic salary (eligible salary) for each completed year of service. For executives and officers having 
total service of less than twenty years, the benefit is available at half month’s basic salary (eligible salary) for 
each completed year of service. For workers, the benefit is available at one month’s gross salary less conditional 
allowances (eligible salary) for each completed year of service. The Company’s obligation is determined through 
actuarial valuations carried out under the “Projected Unit Credit Method”. The Company is using corridor 
approach’ to recognise actuarial gains and losses. The latest Actuarial valuation was conducted at the balance 
sheet date. The separate gratuity fund has been established during the year and contributions have been made 
to the separate fund.

 Defined contribution plan

 The Company provides provident fund benefits to all its officers. Equal contributions are made, both by the 
Company and the employees, at the rate of 8.33% of basic salary and cost of living allowance and the same is 
charged to the profit and loss account. The separate fund of the Company has been established during the year 
and the contributions are now being paid to the separate fund.

 Compensated absences

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

3.8 Foreign currency translation

 Transactions in foreign currencies are translated into Pak rupees at the rates of exchange approximating those 
prevailing on the date of transactions. Monetary assets and liabilities in foreign currencies are translated into Pak 
rupees at the rates of exchange ruling on the balance sheet date. Exchange differences are included in the profit 
and loss account currently. 

3.9 Revenue recognition

 - Domestic sales are recognized as revenue when invoiced with the transfer of significant risks and rewards 
of ownership,which coincides with delivery. 

 - Export sales are recognized as revenue when significant risks and rewards of ownership is transferred 
i.e. either with date of shipping bill or upon delivery to customer or its representative, based on terms of 
arrangement. 

 - Revenue from power generation plant on account of sales of surplus electricity is recognized on transmission 
of electricity to Karachi Electric Supply Company Limited (KESC).

3.10 Impairment
 
 Financial assets
 
 A financial asset is assessed at each reporting date to determine whether there is any objective evidence that it 

is impaired. A financial asset is considered to be impaired if objective evidence indicates that one or more events 
have had a negative effect on the estimated future cash flows of that asset.

 Non-Financial assets
 
 The carrying amounts of the Company’s non financial assets, other than deferred tax assets and inventories 

are reviewed at each balance sheet date to determine whether there is any indication of impairment. If such 
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indication exists, the asset’s recoverable amount, being higher of value of use and fair value less costs to sell, 
is estimated. In assessing value in use, the estimated future cash flows are discounted to their present value 
using a pre-tax discount rate that reflects current market assessments of the time value of money and the 
risks specific to the asset. For the purpose of impairment testing, assets that cannot be tested individually are 
grouped together into the smallest group of assets that generates cash inflows from continuing use that are 
largely independent of the cash inflows of other assets or groups of assets. An impairment loss is recognised 
whenever the carrying amount of an asset exceeds its recoverable amount. Impairment losses are recognised 
in the profit and loss account.

3.11 Provisions

 A provision is recognized in the balance sheet when the Company has a legal or constructive obligation as 
a result of a past event, and it is probable that an outflow of economic benefits will be required to settle the 
obligation and a reliable estimate can be made of the amount of obligation. Provisions are measured at the 
present value of expected expenditure, discounted at a pre tax rate that reflects current market assessment of 
the time value of money and the risk specific to the obligation. However, provisions are reviewed at each balance 
sheet date and adjusted to reflect current best estimate.

3.12 Segment reporting 

 An operating segment is a component of the Company that engages in business activities from which it may 
earn revenues and incur expenses, including revenues and expenses that relate to transactions with any of the 
Company’s other components, whose operating results are reviewed regularly by the chief operating decision 
maker i.e. the chief executive officer to make decisions about resources allocated to each segment and assess 
its performance, and for which discrete financial information is available. Management has determined that the 
Company has a single reportable segment and therefore it has only presented entity wide disclosures (refer note 
36).

3.13 Dividend and appropriation 

 Dividend distribution to the Company’s shareholders and appropriation to / from reserves is recognized in the 
period in which these are approved.         
            

4 PROPERTY, PLANT AND EQUIPMENT
  2012 2011
  (Rupees in ‘000) 
 
 Operating assets 4.1  8,532,676 8,353,933 
 Capital work-in-progress 4.2  365,371 428,991 
 Stores and spares held for capital expenditure   -    4,999 
   8,898,047 8,787,923
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4.1 Operating assets    
  
      2012
    Cost    Depreciation   Net book Rate 
  As at Additions Transfer Disposals) As at As at For the Disposal As at value as at %
  01 July   from capital  30 June 01 July year  30 June 30 June
  2011  work in  2012 2011   2012 2012
    progress         
    
 (Rupees in ‘000)   
 

Free hold land  836,599  -  -     - 836,599      -     -     -    -  836,599 
Buildings on           
freehold land  1,008,584 -  -    -  1,008,584  33,581  44,879  -   78,460  930,124 3% - 5%
Plant and machinery  6,760,367  - 508,496 -   7,268,863  252,921  297,780  - 550,701 6,718,162 3%-10%
             
Furniture,fixture, computer 
and office equipment  14,017  8,472 -  -  22,489  4,020 3,606  -  7,626  14,863 10%-33%
Vehicles   37,953  17,559 -  (763)   54,749  13,065 9,234  (478)   21,821  32,928 20%
   8,657,520   26,031    508,496     (763)   9,191,284    303,587   355,499 (478) 658,608 8,532,676
      

      2011
  Cost Depreciation Net book  Rate
  As at Transfer Transfer (Diposals) As at As at Transfer For the  Diposals As at Value as at %
  01July under from Capital  30June 01 July Under Year  30 June 30 June 
  2010 Hive Down work in  2011 2010 Hive Down   2011 2011
   (Note 1.1) Progress    (Note 1.1)    
       (Rupees in ‘000)       
         
Free hold land  -     834,007   2,592   -     836,599   -     -     -     -     -     836,599   
Buildings on              
freehold land  -    52,916  955,668   -     1,008,584   -     10,597   22,984   -     33,581  975,003  3% - 5%
              
Plant and machinery  -     630,637   6,129,730   -     6,760,367  -     111,565   141,356  -     252,921  6,507,446  3%-10%
              
Furniture, fixture and              
office equipment  -     5,677   8,340   -     14,017   -     2,346   1,674   -     4,020   9,997  10% - 33%
              
Vehicles   -     25,008   16,854   (3,909)  37,953   -     11,042   5,504   (3,481) 13,065  24,888  20%
   -     1,548,245   7,113,184   (3,909)  8,657,520   -     135,550   171,518   (3,481)  303,587   8,353,933  

4.2 Capital work-in-progress          
   2012     2011 

    Cost      Cost   
  As at Additions (Sale) (Transfers) As at As at Transfer from Addition (Sale)  (Transfers) As at
   01July     refer (4.2.1)   30 June 01July Hive Down (note 4.2.1    30 June 
  2011    2012  2011 (note 1.1) and 4.2.2)   2011
  (Rupees in ‘000)
 
Freefold Land - - - - - - 27,200 2,724 (27,332) (2,592) - 
Building on Freehold land - - - - - - 786,377 169,291 - (955,668) -
Plant and machinery 428,991 444,876 - (508,496) 365,371 - 5,717,147 841,574 - (6,129,730) 428,991
Furniture, fixture and
office equipment - - - - - - 3,308 5,032 - (8,340) -
Vehicles  - - - - - - - 16,854 - (16,854) -
  428,991 444,876 - (508,496) 365,371 - 6,534,032 1,035,475 (27,332) (7,113,184) 428,991
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4.2.1  Borrowing costs capitalised during the year amounted to Rs. 6.98 million (2011: Rs. 126.931 million general and 
specific  borrowing) which is related to specific borrowings.

4.2.2 This includes trial production loss after tax of Rs. 86.478 million incurred during the trial production period which 
was completed on 31 December 2010 to achieve desired results such as targeted quality, rate of production etc. 
The details are as follows:

   For six months
   period ended
   31 December
   2010 
   (Rupees in ‘000)

 Cost of goods sold   1,194,897 
 Less: sale of finished goods   (1,118,035)
 Loss before tax   76,862 
 
 Taxation-net
  - Current 12.1 11,178 
  - Deferred 16.1 (1,562)
   9,616 
 Loss after taxation  86,478 

4.3 Details of property, plant and equipment         
disposed off during the year are:         
     

   Original    Accumulated   Book   Proceeds   Mode of  Purchaser 
  cost   depreciation   value    disposal    
   
 (Rupees in ‘000)      

Vehicles        
Suzuki Mehran 443     158    285    430    Insurance  M/s    
      claim New   
       Jubilee 
       Insurance Co.

Suzuki Mehran VX 320 320 - 233 As per Mr Shakeel
                      company policy Mushtaq   
       (Deputy
       Manager
       -Admin)
  763 478 285 663
  

4.4 The depreciation charge for the year has been allocated as follows:

  2012 2011
  (Rupees in ‘000)

 Cost of sales  317,713  139,798 
 Administrative expenses  3,463  2,724 
 Selling and distribution expenses  1,853   934 
 Income from power generation  32,470  18,171 
 Trial production loss   -    9,891 
   355,499    171,518 
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5 INTANGIBLE ASSETS     
                        Cost                                            Amortization  
  Additions Transfer As at 30 June For the  As at 30 Net Book Rate  
   from long 2012 year June 2012 Value as at 30 % / life
   term     June 2012   
   advances 
    (Rupees in ‘000)

 Computer software 562 15,479 16,041 2,627  2,627 13.414 33% / 3years 

   2012 2011
  (Rupees in ‘000) 
6 LONG TERM ADVANCE AND DEPOSIT
  
 Advance for computer software - ERP Oracle System    -    15,479 
 Deposit to Central Depository Company     
 of Pakistan Limited   100    100 
   100     15,579 
7 STORES AND SPARES    
 
 Stores  144,107 46,205 
 Spares in transit  26,890 -
 Spares   200,207 93,094 
 Loose tools  1,778 264 
   372,982     139,563 
     
8 STOCK-IN-TRADE    
 
 Raw material - in hand  2,495,907 2,687,405 
 Raw material   - in transit  1,656,394  -   
 Work-in-process  306,185 414,336 
 Finished goods  752,307 632,880 
 Scrap Material  62,974 83,297 
   5,273,767     3,817,918

9 TRADE DEBTS - secured,unsecured and considered good    
   
  - Secured 9.1 267,119   -   
 - Unsecured  20,379   351 
    287,498   351 
9.1 These are secured by way of letters of credit and post dated cheques.    

10 ADVANCES - Considered good   

 Advances to:    
   
 - suppliers  15,260  261,260 
 - service providers  3,172 5,307 
 - employees  260  313 
   18,692     266,880 
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11 TRADE DEPOSITS AND SHORT TERM     
 PREPAYMENTS    
 
 Trade deposits  2,987 6,290 
 Short term prepayments  8,347  5,759 
   11,334     12,049

12 TAXATION - net  
 
 Tax receivable as at 1 July   152,512  -   
 Tax payments / adjustments during the year   306,197 205,548 
   458,709 205,548 
 Less: Provision for tax  12.1 (12,673) (53,036)
    446,036     152,512 

12.1 Provision for tax    
 
 Profit and loss account 27  12,673  41,858 
 Trial production loss   -     11,178 
   12,673     53,036 

13 CASH AND BANK BALANCES    
 
 Cash in hand  17  -   
 Cash at banks - in current accounts in local currency  3,229  262,077 
 Cash at bank - in deposit accounts in foreign currency   711     - 
   3,957 262,077 

14 ISSUED, SUBSCRIBED AND PAID-UP CAPITAL   
       
  2012 2011  
  (Number of Shares)  
    
  30,000 30,000 Fully paid ordinary shares of  300  300 
    Rs. 10 each issued for cash   
 
  417,716,700 417,716,700 Fully paid ordinary shares of  4,177,167 4,177,167
    Rs. 10 each issued against transfer  
    of net assets (refer note 1.1)   
 
  17,253,300 17,253,300  Fully paid ordinary shares of    
     Rs. 10 each issued as right shares 172,533 172,533 
  435,000,000      435,000,000   4,350,000  4,350,000

20112012

(Rupees in ‘ 000)
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14.1 417,716,700 shares of Rs. 10 each were issued by the Company to the Holding Company against transfer of 
Steel Project Undertaking under approved Scheme of Arrangement (refer note 1.1) and 30,000 shares were 
also transferred to the Holding Company on purchase of shares by  the Holding Company from individuals. 
Resultantly, the Company became a wholly owned subsidiary of the Holding Company. Further, 17,253,300 
right shares were also issued to the Holding Company. Subsequently, the Holding Company through IPO on 
12th-14th April 2011 has divested 27,506,000 shares at Rs. 14.06 per share to general public and 40,458,800 
shares to IFC and 39,477,657 shares to Sumitomo Corporation at Rs. 13.248 per share. As at 30 June 2012, 
the Holding Company and other associates held 245,055,543 (2011: 245,055,543) and 79,936,457 (2011: 
79,936,457) ordinary shares respectively of Rs. 10 each.       
    

15 LONG TERM FINANCES - secured    
   
 Long-term finances utilised under mark-up arrangements 15.1  4,485,658     4,598,720 
 Current portion of long term finances shown under     
 current liabilities  (638,775) (263,201)
   3,846,883     4,335,519

15.1 Long term finances utilised under mark-up arrangements
 
  Sale Purchase Number of  Date of  Rate of 2012 2011
  price price installments and maturity mark-up   
    commencement  per annum   
    date     

   (Rupees in ‘000)    (Rupees in ‘000) 
     

i) Syndicated Term Financing
 under LTFF Scheme     
 Local currency assistance  4,000,000 9,376,718 16 half yearly 11-Jun-21 1.50% over 3,768,391  3,948,720 
 for plant and machinery    installments  SBP   
 of Cold Rolled and   19 Mar, 11  Refinance   
 Galvanized Sheet Project     rate 

 (Note 15.1.1)       

ii) Long Term Finance 
 Local currency assistance  900,000 1,046,259 8 half yearly  27-Jun-16 1.8% over 717,267  650,000 
 for Plant and Machinery   installments  6 months   
 (Note 15.1.2)   27 Dec, 12  KIBOR   

       4,485,658    4,598,720 

15.1.1 The syndicated term financing is obtained for plant and machinery of Cold Rolling Mill and Galvanising Plant 
and is secured by way of mortgage of land located at Survey No. 399-404, Landhi Town, Karachi and joint 
hypothecation of all present and future fixed assets (excluding land and building), as per the terms of syndicated 
term financing agreement.

15.1.2 This finance is obtained from Faysal Bank Limited for plant & machinery and is secured by way of first pari passu 
charge over fixed assets of the Company.

20112012

(Rupees in ‘ 000)
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16 DEFERRED TAXATION - net

 Deferred tax liability comprises of (deductible) / taxable temporary differences in respect of the following:  

  2012 2011
 
  Opening Charge/ Closing  Opening  Transfer Charge/ Closing

   (reversal)   Under Hive (reversal)

      Down (note 1.1) 

   (Rupees in ‘000)
 Taxable temporary difference          

 
 Accelerated tax depreciation  1,492,448   154,984   1,647,432   -     122,609   1,369,839   1,492,448 
         
   
 Deductible temporary differences        
   
 Provision for unavailed leaves  (1,749)  (1,635)  (3,384)  -     -     (1,749) (1,749)
 Unrealised exchange losses - (1,903)  (1,903)  -    - - -
 Pre-commencement expenditure - (18,161)  (18,161) - - - -
 Tax loss  (1,394,140)  (161,977)  (1,556,117)  -     -    (1,394,140) (1,394,140)
  96,559 (28,692) 67,867 - 122,609 (26,050) 96,559 

16.1 Reversal of Deferred Tax    
   2012   2011 
       (Rupees in ‘000) 
 
 Deferred tax reversal to:
 -   Profit and Loss account  28,692  24,488
 -   Trial production loss   -     1,562
   28,692  26,050

17 TRADE AND OTHER PAYABLES   

 Trade creditors  71,716 4,434 
 Bills payable  207,840  - 
 Payable to provident fund  - 832
 Payable to gratuity fund  - 2,489
 Advances from customers  38,752  74,778 
 Provision for infrastructure cess 17.1 55,000 21,588
 Provision for government levies  811  -   
 Due to staff  19,651  17,409 
 Short term compensated absences  9,668  4,997 
 Utilities  54,087 -
 Sales commission  10,000     2,501 
 Others  605 883
   468,130 129,911
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17.1 This represents provision against fifty percent amount guaranteed to Excise and Taxation Officer.  
    
18 SHORT TERM BORROWINGS: secured    
 
 Running finance under mark-up arrangement 18.1 4,507,805  710,333
 Running finance under FE-25 Import Scheme 18.2  1,371,262 4,347,548 
 Running finance under Export Refinance Scheme 18.3 108,755 -   
 Short term finance under Murabaha and Istisna 18.4 460,000 - 
   6,447,822 5,057,881

18.1 The facilities for running finance available from various commercial banks are for the purpose of meeting  
working capital requirements. The rates of mark-up on these finances range from KIBOR + 0.5% to KIBOR + 
1.75%  (2011: KIBOR+0.80% to KIBOR+ 2%) per annum. These facilities  mature within twelve months and are 
renewable.       

       
18.2 The facilities for short term running finance under Foreign Exchange Circular No.25 dated 20 June 1998 available 

from various commercial banks are for the purpose of meeting import requirements. The facilities availed is for 
an amount of USD 14.47 million equivalent to Rs. 1,371.26 million (2011: USD 50.537 million equivalent to Rs. 
4,347.54 million). The rates of mark-up on these finances range from 2.05% to 2.65% (2011: 2.75% to 5.46%) 
per annum. These facilities mature within six months and are renewable.      
 

       
18.3 The Company has borrowed short term running finance under Export Refinance Scheme of the State Bank of 

Pakistan from a commercial bank. This facility is available as a sub limit of short term running finance facility. The 
facility availed is for an amount of Rs. 108.755 million (2011: Nil). The rate of markup on this facility is 10.65% per 
annum (2011: Nil). This facility matures within six months and is renewable.     
 

       
18.4 The Company has obtained facilities for short term finance under Murabaha and Istisna from an  islamic bank. 

The rate of profit is KIBOR + 1%. This facility matures within six months and is renewable.

18.5 As at 30 June 2012, the unavailed facilities from the above borrowings amounted to Rs. 1,927.18 million.

18.6 The above facilities are secured by way of joint and first pari passu charges over assets of the Company.  
    

 
19 CONTINGENCY AND COMMITMENTS

19.1 Contingency

 Bank guarantees have been issued to Sui Southern Gas Company Limited and Excise and Taxation Officer  
aggregating Rs. 211.7 million (2011: Rs.166.2 million).

   
19.2 Commitments      

19.2.1 Capital expenditures commitments outstanding as at 30 June 2012 amounted to Rs. 307.63 million (2011: 
Rs.17.48 million).

19.2.2 Commitments under letters of credit for raw materials and spares as at 30 June 2012 amounted to Rs. 2,721.35 
million ( 2011: Rs. 3,999.36 million).
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22 ADMINISTRATIVE EXPENSES    
     
 Salaries, wages and benefits  51,504  37,691 
 Rent, rates and taxes  3,629  2,946 
 Electricity, gas and water  1,808  2,548 
 Insurance  560  125 
 Depreciation  4.4  3,463  2,724 
 Stamp duty on issuance of shares  -  20,886 
 Security and janitorial services  58  3,516 
 Repairs and maintenance  32  1,170 
 Printing and stationery  863  1,039 
 Computer stationery and office supplies  17  463 
 Postage and communication  602  2,106 
 Vehicle, travel and conveyance  4,028  4,048 
 Legal and professional charges  5,279  435 
 Certification and registration charges  568  -   
 Director’s fee  2,040 840
 Others  904  84
    75,355     80,621
23 SELLING AND DISTRIBUTION EXPENSES    
  

 Salaries, wages and benefits  37,549  18,806 
 Rent, rates and taxes  3,913  2,080 
 Electricity, gas and water  869  54 
 Insurance  367  151 
 Depreciation  4.4  1,853  934 
 Postage, telephone and stationery  601  202 
 Vehicle, travel and conveyance  3,946  3,254 
 Freight and forwarding charges  21,551 -
 Sales Promotion  3,140 -
 Others  1,109  2,304 
   74,898     27,785 
     
24 FINANCIAL CHARGES    
  
 Mark-up on:    
 - long term finances  437,637  139,041 
 - short term borrowings  585,464  162,506 
 Mark - up on inventory transferred from IIL  - 79,944
 Bank charges  3,961  1,823 
   1,027,062     383,314 
     

20112012

(Rupees in ‘ 000)
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25 OTHER OPERATING CHARGES    
    
 Auditors’ remuneration  25.1 1,450  1,889 
 Donations  25.2 85  50 
 Provision for government levies  811  -   
 Penalty imposed by Stamp Board of Revenue, Sindh  10 -   
 Exchange loss - net  245,798  38,619
   248,154 40,558
   
25.1 Auditors’ remuneration  

 Audit fee  1,070 925 
 Half yearly review  250 -
 Other services including certifications  95 871 
 Out of pocket expenses  35  93 
   1,450     1,889 
     
25.2  None of the directors and their spouses had any interest in the donees.   
   
26 OTHER OPERATING INCOME    
  
 Income from non-financial assets    
 Income from power generation 26.1 54,324  117,765 
 Toll manufacturing income  5,274  1,181 
 Electrical consultancy charges  27,300 -
 Gain on sale of property, plant and equipment  378 867
 Rent Income  1,620  1,255 
 Others  6,040 2   
   94,936   121,070 
 Income/return on financial assets:    
 Interest on bank deposit  4,121  -    
   99,057  121,070 
26.1 Income from power generation    
  

 Net sales  528,606 441,989 
 
 Cost of electricity produced:    
 Salaries, wages and benefits  9,664  5,787 
 Electricity, gas and water  590,962  295,261 
 Security and janitorial  -  767 
 Depreciation  4.4  32,470  18,171 
 Stores and spares consumed  16,526  13,230 
 Repairs and maintenance  27,092  34,091 
 Vehicle, travel and conveyance  -  50 
 Sundries  1,012  284 
   677,726     367,641 
 Less: Self consumption  (203,444)  (43,417)
    474,282     324,224 
     
 Income from power generation  54,324     117,765 
    

20112012

(Rupees in ‘ 000)
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19.2.3 The unavailed facilities for opening letters of credit and guarantees from banks as at the year end amounted to 
Rs. 3,845.56 million (2011: Rs.2,097.74 million) and Rs.338.30 million (2011: Rs 83.8 million) respectively.

20 NET SALES        

   2012 2011 
       (Rupees in ‘000) 
       
 Local  14,737,471  4,529,870 
 Export  1,023,993  - 
    15,761,464     4,529,870 
  
 Sales tax and special excise duty  (2,372,565)  (795,213)
 Trade discount  (1,689)  (9,003)
 Sales commission  (138,227)  (34,830)
    (2,512,481)     (839,046)
    13,248,983     3,690,824

21 COST OF SALES    

 Opening stock of raw material and work-in-process  3,101,741  1,484,490 
 Purchases  11,597,231  5,270,201 
 Salaries, wages and benefits  209,736  70,629 
 Electricity, gas and water  269,858  42,278 
 Rent, rates and taxes  3,700  -   
 Insurance  21,395  8,706 
 Security and janitorial  8,462  4,170 
 Depreciation  4.4 317,713  139,798 
 Amortization 5 2,627  -   
 Stores and spares consumed  60,122  18,838 
 Repairs and maintenance  34,875  31,302 
 Postage, telephone and stationery  3,298  1,960 
 Vehicle, travel and conveyance  14,608  5,180 
 Internal material handling  3,860  403 
 Environment controlling expense  1,227  2,052 
 Computer stationery and software  4,741  1,774 
 Freight and forwarding charges  2,795 -
 Sundries  9,186  5,522 
 Recovery from sale of scrap   (702,595)  (247,122)
    14,964,580     6,840,181 
 Closing stock of raw material and work-in-process  (2,802,092)  (3,101,741)
 Cost of goods manufactured   12,162,488     3,738,440 
     
 Finished goods:    
 Opening stock   632,880     236,088 
 Closing stock 8  (752,307)  (632,880)
    (119,427)    (396,792)
    12,043,061     3,341,648
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26.1.1 The Company has electricity power generation facilities at its premises. Currently, the Company has excess 
electricity power which is selling to the KESC under an agreement. The agreement is valid for period upto 20 
years w.e.f. 31st August 2007.

27 TAXATION - net
 Current     
 - for the year  10,359  41,858 
 - for prior years  2,314   -
   12,673    41,858 
 Deferred   (28,692) (24,488)
   (16,019)    17,370
 
 Minimum tax liability of Rs. 128 million has not been recognized in view of expectation of availability of sufficient 

future taxable profits resulting in tax liability under normal tax regime in next five years against which such liability 
would be adjusted. 

27.1 Relationship between income tax 
 expense and accounting profit
 
 Loss before taxation   (120,490) (62,032)
     
 Tax at the enacted tax rate     
 of 35% (2011: 35%)  (42,171)  (21,711)
 Effect on income under final tax regime  12,973 (348)
 Effect of minimum tax liability  - 41,766 
 Effect of adjustments   5,415 -
 Prior year’s charge  2,314 -
 Others  5,450 (2,337)
  - (16,019)  17,370 
     
28 LOSS PER SHARE - BASIC AND DILUTED
 
 Loss after taxation for the year  (104,471)  (79,402)
    
 
 Weighted average number of ordinary shares     
 in issue during the year  435,000,000  364,465,959 
   
                                      (Rupees) 
 
 Loss per share   (0.24) (0.22)

20112012

(Rupees in ‘ 000)

(Number)
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29 MOVEMENT IN WORKING CAPITAL    
   2012 2011 
       (Rupees in ‘000) 
 (Increase) / decrease in current assets:    
 Stores and spares  (233,419) (104,736)
 Stock-in-trade  (1,455,849)  (2,600,917)
 Trade debts  (287,147)  (351)
 Receivable from KESC  30,725  (17,857)
 Advances  248,188  (224,319)
 Trade deposits and short term prepayments  715  104 
 Other receivables - sales tax receivable  305,018  (584,266)
   (1,391,769)     (3,532,342)
 Increase / (decrease) in current liabilities:    
 Trade and other payables  328,214  (1,262,813)
   (1,063,555)     (4,795,155)
     
30 STAFF RETIREMENT BENEFITS    
     
30.1 Provident fund    
    
 Salaries, wages and benefits include Rs. 5.488 million (2011: Rs. 3.383 million) in respect of provident fund 

contribution.         
     
30.2 Gratuity fund    
 
 Principal actuarial assumptions used in the actuarial valuation of the scheme carried out under Projected Unit 

Credit Method as at 30 June 2012 are as follows:       
  

 - Discount rate at 13% per annum (2011: 14%).    
 - Expected rate of return on plan assets at 14% per annum (2011: 12%).   
 - Expected rate of increase in salary level at 12% per annum (2011: 13%).
    
 The amount recognised in the balance sheet is as follows:  

 Present value of defined benefit obligation   22,019  15,369 
 Fair value of plan assets  (16,575)  (9,582)
 Surplus in the fund  5,444     5,787 
 Unrecognised actuarial loss  (5,444)  (3,301)
 Liability as at 30 June   -     2,486 
     
 Movement in the present value of defined benefit obligation    
     
 Obligation as at beginning of year / 23 Aug, 2010   15,369  10,929 
 Current service costs  4,365  2,150 
 Interest cost  2,152  1,118 
 Actuarial loss  916  1,172 
 Benefits paid  (783)  -   
 Obligation as at 30 June    22,019     15,369
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 Movement in the fair value of plant assets 
 
 Fair value as at beginning of year / 23 Aug, 2010  9,582  8,587 
 Expected return on plan assets  1,342  878 
 Actuarial (loss) / gain  (1,387)  117 
 Benefits paid  (783)  -   
 Contribution to the fund  7,821  -   
 Fair value as at 30 June    16,575     9,582 
     
 Movement in liability    
     
 Balance as at 1 July  2,486  15,369 
 Expense recognised  5,335  (12,883)
 Payments during the year  (7,821) -
 Liability as at 30 June   -     2,486 
     
 The amount recognised in the profit and loss account is as follows:   
     
 Current service cost  4,365  2,150 
 Interest cost  2,152  1,118 
 Expected return on plan assets  (1,342)  (878)
 Net actuarial loss recognised in the year  160  96 
    5,335     2,486 
 Composition of Plan assets    
 Receivable from the International Industries Limited‘s Gratuity fund - 9,582
 Equity instruments  7,802 -
 Debt instruments  7,297 -
 Other assets  1,476 -
   16,575 9,582

 Return on plan assets is as follows:    
 
 Expected return on plan assets  1,342     878 
 Net actuarial (loss) / gain on plan assets  (1,387)     117 
    (45)     995
 
 Experience adjustments on plan liabilities  916 14.545
 
 Experience adjustments on plan assets  (1,387) 117

20112012

(Rupees in ‘ 000)
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31 REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES    
 2012 2011   
   
   Chief Directors Executives Total  Chief Directors  Executives Total
  Executive    Executive    
        (Rupees in ‘000) 
Managerial      
remuneration 17,742 - 96,468 114,210 - 2,572 47,422 49,994 
Retirement benefits - - 3,505 3,505 - - 2,006 2,006

Rent, utilities, leave         
encashment etc.  8,871  - 40,148 49,019 - 1,286 18,166 19,452
  26,613 - 140,121 166,734 - 3,858 67,594 71,452 

Number of persons 1 - 31 32 1 1 21 23 
 

31.1 In addition to the above, MD, Director and certain Executives are provided with free use of Company maintained 
vehicles in accordance with the Company’s policy .       
      

31.2 Fee paid to non-executive directors is Rs. 2.04 million (2011: Rs. 0.84 million).    
         

32 FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES      
       

 Financial risk management         
    

 The Board of Directors of the Company has overall responsibility for the establishment and oversight of the 
Company’s risk management framework. The Company has exposure to the following risks from its use of 
financial instruments:          

 -  Credit risk           
-  Liquidity risk           
-  Market risk           

 Risk management framework         
    

 The Board meets frequently throughout the year for developing and monitoring the Company’s risk management 
policies. The Company’s risk management policies are established to identify and analyse the risks faced by 
the Company, to set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk 
management policies and systems are reviewed regularly to reflect changes in market conditions and the 
Company’s activities. The Company, through its standards and procedures, aims to develop a disciplined and 
constructive control environment in which all employees understand their roles and obligations.    
          

 The Audit Committee oversees how management monitors compliance with the Company’s risk  management 
policies and procedures, and reviews the adequacy of the risk management framework in relation to the risks 
faced by the Company.          
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32.1 CREDIT RISK           
  

 Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument 
fails to meet its contractual obligations. Concentration of credit risk arises from financial instruments that have 
similar characteristics and are  Credit risk arising on account of trade debts and receivable from KESC belong 
to corporate sector only.          
  

 Exposure to credit risk         
          
 Credit risk arises when changes in economic or industry factors similarly affects counter parties whose aggregate 

credit exposure is significant in relation to the Company’s total credit exposure. Credit risk of the Company 
arises principally from the receivable from KESC, trade debts, trade deposits and bank balances. The carrying 
amount of financial assets represents the maximum credit exposure. The maximum exposure to credit risk at the 
reporting date is as follows:

   2012 2011 
       (Rupees in ‘000)

 Trade debts - secured   267,119 -
 Trade debts - unsecured  20,379 351
 Receivable from KESC   228,705 259,430
 Trade deposits   2,987 6,290
 Bank balances  3,229 262,077
    522,419 528,148

 
 The Company’s principal credit risk arises from receivable from trade debts, KESC and bank balances. Bank 

balances are held and trade debts are secured with reputable banks with high quality credit ratings. Receivable 
from KESC is monitored on an ongoing basis in accordance with settlement agreement with KESC made during 
the year for recovery of dues on agreed time basis. Age Analysis is disclosed in note 32.1.2 to these financial 
statements.

        
32.1.1  Trade debts amounting to Rs. 363.50 million and receivable from KESC at the balance sheet date belong only   
 to domestic region whereas as trade debts amounting to Rs.152.70 million belong to foreign customers.  
     
32.1.2 Impairment losses    
 
 The aging of trade debtors and receivable from KESC at the balance sheet date was:   
    
  2012           2011 
  Gross  Impairment    Gross   Impairment
                                  (Rupees in ‘000)

 Not past due 152,243    -  43,942  -   
 Past due 1-60 days 169,645  -     89,510   -
 Past due 61 days -1 year 194,315  -     126,329  -
 Total  516,203     -     259,781   -

32.1.3 Based on the past experience, consideration of financial position, past track records and recoveries, of trade 
debts including subsequent recovery position and receivable from KESC in accordance with the settlement 
agreement, the Company believes that receivables that are past due do not require any impairment. 
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32.2 Liquidity risk           

 Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated with financial 
liabilities that are settled by delivering cash or another financial asset. Liquidity risk arises because of the 
possibility that the Company could be required to pay its liabilities earlier than expected or difficulty in raising 
funds to meet commitments associated with financial liabilities as they fall due. The Company’s approach to 
managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities 
when due, under both normal and stressed conditions, without incurring unacceptable losses or risking damage 
to the Company’s reputation. The Company ensures that it has sufficient cash on demand to meet expected 
working capital requirements by having credit lines available as disclosed in note 18 to these financial statements. 
The following are the contractual maturities of financial liabilities, including interest payments and excluding the 
impact of netting agreements:

  2012
  Carrying Contractual Six months Six to Two to More than  

 amount cash flows or less twelve five years five years
     months 
  (Rupees in ‘000)
 Non-derivative     
 financial liabilities      
 Long term financing 4,485,658 (6,064,804) (526,014) (532,643) (3,524,123) (1,482,024) 

Short-term borrowings 6,447,822 (6,447,822) (1,940,017) (4,507,805) - - 
Accrued markup 210,960 (210,960) (210,960) - - -

 Trade and other payables 457,651 (457,651) (457,651) - - - 
 11,602,091 (13,181,237) (3,134,642) (5,040,448) (3,524,123) (1,482,024) 
     

  
  2011
  Carrying Contractual Six months Six to Two to More than  

 amount cash flows or less twelve five years five years
     months 
  (Rupees in ‘000)
 
 Non-derivative     
 financial liabilities      
 Long term financing   4,598,720   (6,426,143)  (375,964)  (402,467)  (3,599,034) (2,048,678)
 Short-term borrowings   5,057,881   (5,057,881)  (4,347,548)  (710,333)     -    -
 Accrued markup   157,663   (157,663)  (157,663)    

 Trade and other payables   51,812   (51,812)  (51,812)  -     -    - 
   9,866,076   (11,693,499)  (4,932,987) (1,112,800)  (3,599,034) (2,048,678) 

32.2.1 The contractual cash flows relating to the above financial liabilities have been determined on the basis of mark-
up rate effective as at 30 June. The rate of mark-up have been disclosed in notes 15 and 18 to these financial 
statements.

32.3 Market risk           
 

 Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity 
prices will affect the Company’s income or the value of its holdings of financial instruments. The objective of 
market risk management is to manage and control market risk exposures within acceptable parameters, while 
optimising the return. The Company is exposed to currency risk and interest rate risk only.
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 A 10 percent weakening of the Rupees against the above currency at 30 June would have had the equal but 
opposite effect on the above currency to the amounts shown above, on the basis that all other variables remain 
constant.

32.3.2 Interest rate risk

 Interest rate risk is the risk that the fair value on future cash flows of a financial instrument will fluctuate because 
of changes in market interest rates. Interest rate exposure arises from short and long term borrowings from 
bank. At reporting date, the Company did not held any fixed rate financial instruments whereas variable rate 
financial instruments amounted Rs. 10,937,344 million (2011: Rs. 9,656.601 million).

 Cash flow sensitivity analysis for variable rate instruments

 A change of 100 basis points in interest rates at the reporting date would have increased / (decreased) equity 
and loss for the year by Rs. 109.37 million (2011: Rs.13.99 million). This analysis assumes that all other variables, 
in particular foreign currency rates, remain constant.

     
32.4 Fair value of financial assets and liabilities

 The carrying values of financial assets and financial liabilities reported in balance sheet approximate their fair 
values.       
    

33 CAPITAL MANAGEMENT       
 

 The objective of the Company when managing capital i.e., its shareholders’ equity and plant and equipment , is 
to safeguard its ability to continue as a going concern so that it can continue to provide returns for shareholders 
and benefits for other stakeholders; and to maintain a strong capital base to support the sustained development 
of its businesses. 

 The Company intends to manage its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, the 
Company may adjust the amount of dividend paid to the shareholders or issue bonus shares. As at 30 June 
2012, the shareholders’ equity amounts to Rs 4,153.34 million (30 June 2011: Rs 4,257.81 million).

34 TRANSACTIONS WITH RELATED PARTIES    
     
 The related parties comprise IIL, the holding company, associated undertakings, directors of the Company, 

key management employees and staff retirement funds. The Company continues to have a policy whereby all 
transactions with related parties undertakings are entered into at commercial terms and conditions. Further, 
contribution to defined contribution plan (provident fund) are made as per the terms of employment and contribution 
to the defined benefit plan (gratuity scheme) are in accordance with the actuarial advice. Remuneration of key 
management personnel are in accordance with their terms of engagements. Details of transactions with related 
parties, other than those which have been specifically disclosed elsewhere in these financial statements are as 
follows:     
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32.3.1 Currency risk  

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of 
changes in foreign exchange rates.

 Exposure to currency risk
 
 The Company is exposed to currency risk on trade debts, borrowings and accrued markup that are 
 denominated in a currency other than the respective functional currency of the Company, primarily U.S. Dollar. 

The Company’s exposure to foreign currency risk is as follows:      
     

 

  2012  2011 
   Rupees Us Dollars    Rupees  Us Dollars
                 (Amount in ‘000)

 Trade debts and bank balance in
 foreign currency  152,187   1,610   -     -   
        

Short term borrowings  (1,371,262)  (14,477) (4,347,548)   (50,537)
        

Accrued mark-up  (3,163)  (33) (35,709)   (415)
        

Balance sheet exposure (1,222,238) (12,900) (4,383,257)  (50,952)
        

    
 The following significant exchange rates applied during the year:     

      
     

  2012 2011   2012  2011

 US Dollars to PKR 90 85  94.53 / 94.72  85.85 / 86.05 
      

 Sensitivity analysis          

 A 10 percent strengthening of the Rupee against US Dollar at 30 June would have increased equity and profit 
and loss account by the amounts shown below. This analysis assumes that all other variables in particular 
interest rates, remain constant. The analysis is performed on the same basis for 2011.

                2012 2011   
    (Rupees in ‘000)    
 As at 30 June    

 Effect in Profit and loss account 122,071 437,932
 Effect in Equity 79,346 284,656

Balance sheet date rate
Rupees

Average rates
`
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   2012 2011 
  (Rupees in ‘000)
 
 Holding Company   

 Transactions   
Sales  1,445,060 2,984,373

 Purchases (including inventory transferred at cost in 2011 of Rs. 1,373,535) 5,545 1,938,403 
 Mark-up paid on inventory transferred at cost -  79,944 
 Office rent 7,258  5,658 
 Electrical consultancy charges 28,788  9,750 
 Toll manufacturing 6,118  1,182 
 Sale of store items /  land 7,838  27,332 
 IT Services 3,648 -
 Purchase of Fixed Asset / car 1,715  951 
    
 Associated Companies   
 
 Purchases 9,063,247  2,767,873 
 Insurance premium expense 51,196  25,702 
 Insurance claims received 430 12,286 
 Rent income 1,620  1,255 

 Key management personnel   
 
 Purchase of vehicles 9,000 -
 Remuneration 99,657 55,192 

 Staff retirement benefits 2,161 5,935 
  

 Staff retirement fund 
 Contribution paid - Provident Fund 5,488 3,383 
 Contribution paid - Gratuity Fund 7,821  2,486 

35 ANNUAL PRODUCTION CAPACITY               (Metric Tonnes)  

 The production capacity at the year end was as follows:   
 Galvanising  150,000  150,000
 Cold rolled steel strip 250,000  250,000 
 
 The actual production for the year was:   
 Galvanising 113,851    38,796 
 Cold rolled steel strip  166,826    53,228 
     
 The name-plate capacities of the plants are determined based on a certain product mix. The actual  
 production mix is different.
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36 OPERATING SEGMENT       

        
36.1 These financial statements have been prepared on the basis of a single reportable segment.   

    
36.2  Revenue from sales of steel products represents 97% (30 June 2011: 92.60% ) of total revenue whereas 

remaining represent revenue from sale of surplus electricity to KESC. The Company does not consider sale 
of electricity to KESC as separate reportable segment as the power plant of the Company is installed primarily 
to supply power to its Galvanizing plant and Cold Rolling Plant and currently any excess electricity is sold to 
KESC.        

36.3 All non current assets of the Company as at 30 June 2012 are located in Pakistan.

36.4 94% of sales of steel sheets are domestic sales whereas 6% of sales are export/foreign sales. All ales were 
made to external customers.

36.5 Single major customer of the Company is Holding Company which represents 9%  (30 June 2011:
 61.4%) of total revenue of the Company. 

37  DATE OF AUTHORISATION FOR ISSUE

 These financial statements were authorised for issue in the meeting of Board of Directors held on 13 August 
2012.       

      
        
    
 

Tariq Iqbal Khan
Director & Chairman Board Audit

Committee

Liaquat Ali Tejani
Chief Financial Officer

Towfiq H. Chinoy
Managing Director & Chief 

Executive
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