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COVER STORY

On the cover of this year's annual report, we'd like to draw attention to what stands behind
our robust performance during the course of the last year - which is the sheer diligence
of our talented workforce.

Across time, our HR have proved to be the force behind our every success. It is through
their resolve that we have been able to expand our expertise and solidify our presence
nationally. Our passion today is to establish a culture that promotes excellence, boosts
value and creates a steady pace of growth. We believe, that in the coming years it is our
dedication that will help us execute our strategic objectives seamlessly.




KEY FIGURES

~n"  EBITDA

1.241.27

(2014: 5,857.18]

1,165.82

Rs. in Million

(2014: 692.10)

PROFIT BEFORE TAXATION AND DEPRECIATION 815.79

88 RS inMillon

PROFIT AFTER TAXATION

Rs. in Million

CAPITAL EXPENDITURE

Rs. in Million

RETURN ON CAPITAL EMPLOYED

Percentage

TOTAL ASSETS

Rs. in Millicn

[@ TIO

Ratio

—= SHAREHOLDERS’ EQUITY

Rs. in Millions

o W
¢« L@h RBUDB“EAK-UP VALUE PER SHARE

(2014: 474.50)

721.36

(2014: 390.86)

(2014: 4.76)

514.81

(2014: 218,35)

17.31

TRl
il EARNINGS PER SHARE (BASIC AND DILUTED) 8.12
b
o
»
»

[2014: 12.62)

11,469.63

(2014: 7,073.72)

1.20

[2014: 1.16)

3,641.54

Restated - (2014: 1,803.03)

33.10

[2014:16.17)
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ABOUT THIS REPORT

This is our first annual report subsequent to our going public. With this report
we welcome our esteemed shareholders and aim to provide all stakeholders
with a transparent and balanced appraisal of the material issues that faced our
business during the year under review. The report should be read in conjunction
with the full financial statements.

SCOPE AND BOUNDARY OF
THIS REPORT

This annual report covers the period
from July 2014 to June 2015. This
annual reporl provides an account of
the Company’'s operational, financial,
economic, social and environmental
performance, as well as governance,
during the period reviewed.

OUR TWO REPORTS
Annual report

This printed anpnual report also
available online at www mughalstsel.
com is intended to provide readers
with an overview of our operations
during the year, about our ability to
create value over the short, medium
and long term, and our performance
in managing our most material issues,
which are listed as strategic objectives
in this report. It includes messages
from leadership, operational reviews,
corparate governance and risk
management reports, summarized
financial statements and informaticn
for shareholders.

Annual financial statements

The full financial statements are also
available on our above mentioned
website and provide 8 comprehensive
insight into the financial position
of the company for the year under
review.

2 \ Mughal Jron & Steel Industries Limited

FORWARD LOOKING
STATEMENTS

This annual report contains certain
"forward-looking statements” - that

is, slatements related to future, not
past, events. In this context, forward-
locking statements often address our
expected future business and financial
performance and financial condition,
and often contain words such as
“expect,”  “anticipate,” intend,”
“plan,” “believe,” "seek,” "see,” "will,”
“would,” or “target.” The statements
include known and unknown risks and
opportunities, other uncertainties and
important factors that could turn out
to be materially different following
the publication of actual results.
These forward looking statements
speak only as of the date of this
document. The company undertakes
no obligation to updaie publicly or
release any revisions to these forward
looking statements, to reflect events
or circumstances after the date of this
document, or to reflect the eccurrence
of anticipated evenls.

FEEDBACK

Please provide us with your feedback.
We value feedback from our
stakeheolders and use it to ensure that
we are reporting on the issues that
are relevant to them. Flease take the
time to give us your feedback on this

report. Visit the web link:
http://mughalsteel.com/investors/
contacts/fahadhafeezidmughsalsteel
com

BOARD RESPONSIBILITY

The board, together with the audit
committee, takes rasponsibility for
this annual report. The report was
prepared by a represenlative feam
of the company, which reported to
the chief executive officer [CEQ],
chiet operating officer [COO| and
chief financial officer (CFO). In the
board's opinion, this report addresses
the material issues and accurately
presents the integrated performance
of the erganization and its impacts.

Signed by the CEQ, who has been duly
authorized thereto by the board.

Khurram Javaid
Chief Executive Officer
Lahore; September 30, 2015




VISION
. STATEMENT

To be a leading corporate entily in the steel sector which

is recognized both at the industry level and national level,
endeavoring to achieve excellence in core business while
striving to explore multiple growth oppartunities, remaining
ethically and socially respensible and strengthening the
growing base of satisfied customers by providing quality and
durable steel products

MISSION
STATEMENT

lo meet the expectations of our cuslomers in providing them

with high quality, reliable and durable steel praducts, thraugh
product research, business process and information systam
improvement and up-gradation of technology. To meet the
cxpectations of our employees by providing oappartunities
far professional growth and personal welfare. To meet the

expeclations ol our shareholders by enhancing protitability

and maximizing returns through achieving excellence in
core business and exploring growth opportunities through

diversificalion.

CORPORATE
= STRATEGY

= |

= Maintaining our competitive position in the cora business by
> employing professional and technical excellence, exploring
new growth opportunities through diversification and

creating value for our stakeholders.



) We have always desired t




CODE OF BUSINESS CONDUCT
& ETHICAL PRINCIPLES

CHAIRMAN'S REMARKS

Since our beginnings as a family business in mid 1950's, Mughal Steel has
evolved into one of the leading companies in our industry.

We have always desired to creale @ workplace where experienced individuals team up to deliver extraordinary results for

our customers and, starting in 2015, tar our esteemed shareholders and prospective investors.

The managemznt of the Company has worked hard with & vision to establish Mughal Steel as an entity with a strong
raputztion for honesly and integrity thraughout the ndustry. In recent years, we have expanded thatl wvision to reflect the
value we place on diverse apinians, expericnces and backgrounds, ana to adap: to the changing needs of an increasingly

interconnected world
Our Code of Business Canduct and Ethics outlines the hehaviars we expecs of everyone at Mughal Steel

As part of the annual review, the Board of Directors has revisited our Code to ensure it rellecls the highest (egal and ethical
standards in cur induslry. In tandem with our Business Principles. the Cade expresses Mughal Steel's commitment to
inteanty and honesty in everylhing we do While no single document can address eve ry silualion, the updated Code provides
clear gquidance on ¢rilical issues. When facing a s'tuation not coverad by the Code, we expect cur pecple to exercise good
judgment and especially to seek guidance in resolving potential issues The code suppurts full compliance with applicable
laws. It also represents the practical ways that we put our values to work every day. We believe tnat when we apply our

ethical principles to cur business decisions, the Company 1s positioned for success

| ask and encourzge each ol you 12 review and understand this Code of Business Conduct and [ thirs, and join me in making
a personal commilment to using it to guide your work. In doing so, you pratect the trust cur customers, place in us and

iphold the moral and ethical principles that define Mughal Steel

Sincerely

Mirza Javaid Igbal

Chairman of the Board
Lahore: September 30, 2014

Annual Report for ¢




THE BASIC PRINCIPLES OF
OUR CODE OF CONDUCT
AND ETHICS

At Mughal Steel, we believe the best way to build and to
maintain trustis to conduct every element of our business \

according to the highest standards of integrity. Our ability
to do so rests on the behavior of those who work here,
from employees to our chief executive to our directors.
To that end, we select our people based not just on their
skills, accomplishments and potential, but also on their
principles and values.

A commitment to integrily and ethical behavior is a critjcal
factar in our decisions regarding professional advancement
and compensation.

It is impaossible to predict lhe various differant unigue
circumstances our people will face during their careers. As
such, the policies oullined in this Code should be viewed as
the baseline of expected behavior. While ethical behavior
reguires us to comply fully with all laws and regulations,
“compliance” with the law is the minimum standard to
which we hold ourselves. Those who wark with us honor not
just the {etter of existing laws, but the spirit that underpins
and informs them

Our Code of Conduct consists of the following principles
which all directors and employees at Mughal Steel are
required to apply in their daily work and observe in the
conduct of company's business.,

& ‘-‘ Mughal lron & Steel Industries Limited
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COMPLIANCE WITH LAWS, RULES AND
REGULATIONS

Every director and Employee must comply with all
applicable laws, rules and regulations, including those
related to insider trading, financial reporting, money
laundering, fraud, bribery and corruption.

PERSONAL CONFLICTS OF INTEREST

Every Director and Employee is prohibited from indulging
in actions or relationships Lhat create personal conflicts of
interest unless approved by the Company. It is important
that every director and employee carefully considers
whether any of their activities or relationships, including
business or volunteer positions outside the Company,
-could cause a conflict [or the appearance of a conflict]
with the interests of the Company. Additionally, personal

rwmmer 923in and advantage must never take precedence over ones

obligations to the Company. No Director or employees must
ever use or attempt to use their pasition at the Company
to obtain any improper personsl benefit for themselves,
their family memberls] or any other individual ar group.

FAIR AND ETHICAL COMPETITION

Every Director and Employee must deal fairly with our
customers, suppliers, competitors and each other. Nc one
at the Company may seek competitive advantage through
illegal or unethical business practices. Taking unfair
advantage of anyone through manipulation, concealment,
abuse of privileged information, misrepresentation of
material facts, or any unfair dealing praclice is a violation
of this Code.

PROTECTING CONFIDENTIAL
INFORMATION

Every Director and Employee must maintain the
confidentiality of the information with which they are
entrusted, including complying with information barrier
procedures applicable to our business.The anly exception
is when disclosure is authorized or legally mandated.

EQUAL EMPLOYMENT OPPORTUNITIES
AND COMMITMENT TO DIVERSITY

We do not tolerate any type of discrimination prohibited
by law, including harassmenl. We value diversity as an
important asset that enhances our culture, helps us satisfy
customers well and maximizes return for shareholders.
For us to excel, we must create for our people an inclusive

vironment that welcomes and supperts differences and
encourages input from all perspectives,

POLITICAL CONTRIBUTIONS AND
ACTIVITIES

Directors and Employees are prohibited from making or
soliciting political contributions or engaging in poltical
activities.

PROTECTING AND PROPERLY USING
COMPANY ASSETS

Everyone should protect the Company's assets and ensure
their efficient use. All Company assets should be used for
legitimate business purpeses only.

PUBLIC RELATIONS

All employees share a responsibility for the Company’'s
good public relations particularly at the community
level. Their readiness lo help with religious, charitable,
educational and civic activities is accordingly encouraged
pravided it does not create an obligation that interferes with
their commitment to the Campany’s best interests.

HEALTH & SAFETY

The Company has strong commitment to the health and
safety of its employees and preservation of environment.
The Company perseveres towards achieving continuous
improvement of its Health, Safety and Environment [HSE]
performance by reducing potential hazards, preventing
pollution and improving awareness. Employees are
required to operale the Company’s facilities and processes
keeping this commitment in view.

Commitment and team work are key elements to ensure
that the Company's work is carried out effectively and
efficiently, Also all employees will be equally respected
and actions such as sexual harassment and disparaging
remarks based on gender, religion, race or ethnicity will
be avoided.

NON-RETALIATION POLICY

The Company strictly prohibits retaliation against anyone
who reports in good faith a possible viclation of the Code,
na matter whom the report involves,

We pledge to comply and enforce the basic principles of
Code of Conduct and prevent its violation. Any employee
observing any violation or abuse of this Code of Conduct
may bring the same to the notice of the Management in
writing

Annual Report for the year ended June 30,2018 | 7



ur Company’s foundation is built on our values, which distinguish us and
uide our actions. We conduct our business in a socially responsible and
thical manner. We respect the law, support universal human rights, protect
he environment and benefit the communities where we work.

While recognizing that the

old way may still be the

best way, we constantly

strive to find a better We trust, respect and
way of doing things. We support each other, and
pl"lde ourselves on having . we strive to earn the trust
pioneerad many of the : of our custorners and

practices and technigues shareholders.

that have become
standard in the industry.
INNOVATION
We provide equal
Profitability is critical opportunities to all our
to achieving superior employees without any
returns, building our bias against gender,
capital, and allracting race, ethmicity and
and keeping our best religion.

peoplie.

We sesk n
. opportunities a
re dedicated to out-of-the-ordina
lying fully with splutions. We
etter and spirit our creativity t
e laws, rules find unexpect

ethical principles

govern us to solve problem
continued Our experighc
ess depends tachnology an|
unswerving persaverance enab
rence to this us to overco
dard. challenges an

CUSTOMER
SATISFACTION

We make sure that we
always do what we say
we will- and strive for
excellence and quality
in everything that we
do.

Our experience shows
that if we satisfy our
customers well, cur own
success will follow

We are endeavored lo

We are commilted to foster a culture where

fostering a cullure people come first and
where employees we hire, develop, train
waork as a team, listen and retain our pecple
ta and respect each We are devoled to te work as synergized

other, provide support implement such policies teams in line with aur



OVERALL STRATEGIC
OBJECTIVES

Our ultimate objective is to be a leading participant in
the country’'s steelindustry, improving our operations
continuously, enhancing profitability and creating
value addition. We strive to supply the best quality
praducts for pioneering infrastructure projects,
with zero defects whilst comprehensively meeting
our customer’s needs.

We aim to provide safc working condilions, approprataly evaluating and
training our workforce and rewarding our people fordelivering results and
working responsibly.We create value far our stakeralders by capitalizing
upon the compenitive advantages of our assets,

* Across all gengraphies and products we ain to be one of the
highest quality and lowest cost praducers, in each of our prodict

ine, throughaut the cycle

. | ezdersitic positions 10 most ol the markets where we

operate.

« A diversified portfolio of steel products, which combined
with superior customer service, represents a unigue

value preposition to our customers

e [ffective and improved capacily utilization of the

Company's existing production facilibies,

e Urive business transformation Lo achieve excellence
in  safety, people, nlants and processes by
modeinization of production facilities in grder to

ansure the most effective production

»  Lxplore alternative energy rescurces,
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GEOGRAPHICAL PRESENCE

Registered Office

37 -A Skadman |
Lahore, Pakistan

Tel: +77+42 35960B41-3
Fax. +72+42-35%940844

Emall infoldimughatstest.com

Factory

17-Km Sheikhupura Road
Lzhare, Pakistan

Tel: +¥2-42-379702246-7

Fax +92-42-37970326

Sales Office

&1-Peco Road, Badami Bagh
Lahore, Pakistan

Tel: +92-42-111 000 007

Fax: +92-42-37251076

SHARES REGISTRAR

THK Associates (Frivatel Limited
Znd Floor State Lite Building No. 3
Dr Ziz-ud-din Ahmed Road
Karachi, Pakistan

lel- +52-21-117-000-322

Fax: +92-21-35655595

[ mail: secratanatfdthk.com pk
Wen: wiaw, lhk.com pk

STOCK EXCHANGE LISTING

Mughal Ilron & Sieel [ndusliies
L:mited 1s a usted Company and its
shares are traded on Karachi and
_ahore stock exchanues of Fakislan
The Company's shares are quoled in
lzading dallizs under the Engineering
Sector with symbol MUGHAL

COMPANY WEBSITE

To visit our website, go ta
wwew.mughalsteel com

or scan UR Caode

MISIU's Financial Statements are also
available at http:/fwww.mughalsteel
comfinvestors/performance/ or scan

QR Code

Annual Repaert for the vear endac June 31, 2015 47 1



COMPANY PROFILE &
NATURE OF BUSINES

COMPANY PROFILE

At Mughal Steel we work with passion and expertise to develop high-qualily products and intelligent industrial processes
and services that creale sustainable infrastruclures and promote =Hicient use af rescurces. We combine our engineering
capabilities with traditional strengths in materials. This means we create value for our customers and can successfully

exploit the diverse opporlunities in the markets of the future.

Today Mughal Steel is the Country's largest long-rolled steel producer with approximate annual production capacity, in a
normal year, of 366,000 tonnes for melting and 688,000 tornes for re-rolling. The management team is led by Mirza Javaid
Ighal, Director and Chairman.

The Company has been building the foundations of Pakistan since its inception and has a depth of technical and managerial
expertise carefully nurtured since 1%50's, a reputation for reliability and a sharply defined business focus, which has forged
the organization into a modern, highly competitive supplier of steel products to the domestic and global markets.

The Company makes a wide range of steel products mastly catering the construction industry and employs approximately
5§75 persans. Our primary goal is to supply quality, reliable and durable steel products into the local and nearby markets and
currently we supply in Pakistan and export the rest to Afghanistan. Products include bar, billets, girders and tee-iron etc.

The company's ability to generale profits throughout the fluctuations of the steel eycle is testimony to the success of years
of intensive business re-engineering and Lhe cultivation of a continuous improevement culture that has embedded the

Company’s position among the Country’s lowest cash cost producers of steel




NATURE OF BUSINESS

Mughal Steel is the largest steel producer in the long-rotled steel products industry in Pakislan, with appraoximate
installed annual production capacity of 688,000 metric tonnes of re-rolled steel per annum. The Company is invalved in
multidimensional activities from making biltets of mild steel, spring steel, deformed bar, re-bar, cold twisted rebar and a
huge range of sections such as I-beams, L-sections, C-section, H-beams, T-bar etc. in the downstream industry.

Geographical Presence

The registered office of the Company is situated in shadman Lahore, while the factory is located 17 km Sheikhupura road

and sales centers are located at Badami Bagh Lahare.

Main markets

The Company has strong presence in domestic as well as international markets.

Legal environment
Operations of the Company are subject to different environmental and labour laws. The Company is fully complying with all

applicable environmental, labour, corporate and other relevant laws

Business model

Our business model 1s to provide guality, retiable and durable steel products and customer satisfaction. We apply our overall

strategy to create long-term value by capitalizing upon the competitive advantages of cur products, people and assets,




THE FUNDAMENTALS OF OUR STRATEGY

*«  Health, safety and environment
* Human capital
* Customer fucus

o  Growth of business

We create value by capitalizing on our cure strengths, These strenaths provide lasting benelits which are critical o our
y B E ! it

ability to generate, protect and capture value over long term,

STRONG
MANAGEMENT &
GOVERNANCE

LOW CosT
PRODUCTION

Low cast, Strong position in _eadership ir Vertical integration

operations stecl markel due to construction enables us to

efficient, steel oroad range af high related stee control each slage

mzking and quality and durable products confers n the value chain:

rolling facilities products serving | the benefits of

programme | high value markets. scale, innovation, a. access ta kay raw

of continuous fuality contro materials and

improvement. security ot supply engrgy for steel
and service production;
axceVience b. exgertise in

steel processing
and finished
products
€. secure logistics
and supply chain;
d.etteclive

customer driven

sales function.

Management with

strong experience
in steel productio
as well as sales
and trading;
effective contrals
and aversight of
capital, innovatian,
safety and risk

management,




VALUE DRIVERS

lhese drivers of value highlight the featlures which sustan
the Lompany's performance in ditfering and competlitive

mdrket environments.

*  Our growth is primarily driven oy expansion in sales

revenue, powered by strong demand for our products

and effective distribution nztwark all over the Cauntry.
« Lfficiency enhancement s our long lerm goal, We
continuously seek opportunities to improve efficiency

our business proces

s to optimize costs, uhibizing

of
ess lo produce more.

«  Human capital 15 py far our most valuable asset,

directly affecting periormance while ensuring suctess
year
. We are continuously invesling in our produclion

tzciliies 1z enhance operational efficizncy 2nd tuel the

key growth drivers, Our extensive distribulion net

extends to all provinces of the Country, ensuring

maximum markel presence

PRODUCT PORTFOLIO

(he companys product range comprises of the following

praduc

» Giders & Beams

«  Steel Bars Deformea & Plain]

. -1run
s  lerro Mangznese
. Ferro Chrome

s Ferrotilicone Manganase

Bar Mill

edicaled bar re-rolling mill with approximate annual

¢of 150,000 M/t per annum: This i5 the anly straight
and continucus mill available n Pakistan, capable of
cutting customized lengths from 2 single bar of 1300 ft.

£

lapproximatelyl. These mills are capable of producing

deformed &ng reinforced bar in conformance  with

international standards Continuous casting rl;'LhﬂQ'.U'_;',-
has been intraduced for the mill which enables hot and
thermodynarmic rolling enabling it to produce steel bars

directly from scrap

Tandem Section Mill

Tandem section mill was introduced for the first time in
Pakistan oy Mughal Stee! in line with Unwersal Stand
ithe ultimate re-rolling 10:‘*1\-".!:9‘;1 The mill having
approximately annual capscity of 300,000 M/t is capable

of continuous rolling, which by tar is the best suitable
technological solution, Based on Eurapean technology
and state of the art ltalian design by ABB, AMB, SCADA,
the mill follows the procedurs of tour-dimensional rolling
as compared to conventicnal uniform rolling technigues
makirg, the re-rolling technology at Mughal Steel energy

st pffective,

efficient and ¢

Mini Section Mills

The Company has two mini section rmills with approximate

combined annual capacity of 75,000 Mt capable of producing

sections like | beam, 4. beam, C, « ian, L. Section, T-bar

elc. The mills are ecguipped with aulo-conirsl reheating
furnaces; facilitating further lo produce the required

section of any Kind
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ORGANOGRAM OF COMPANY

BOARD OF
DIRECTORS

Human Resource

& Remuneration

Chief Executive Committee
Officer

Audit Committee

Head of

Internal Audit Chief Operating Executive

Officer Director

Head of Sales

and Marketing Head of ERP

Head of

Manufacturing
Head of Financial

Analysis
Head of
Supply Chain
Head of
Budgeting

Manager HR

Manager Admin

Manager IT

Manager ERP
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Chief Financial Company
Officer Secretary

Treasury
Manager

Manager
Accounts

Manager
Taxation
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BRIEF PROFILE
OF THE DIRECTORS

Mirza Javaid ICIbr?.l Chairman / Mon - Execltive Director

Other Engagements:

 Mughal Erergy Lanited Chief Executive Cfficer / Dir

* Mughal Stes| Metallurgies Corparation Limited Chief Executive Sfficer / Ding

o Al Bashir Steel Industries | Mrivatel Limited Shief Executive Sfheer / Dopcta

s Mughal St

Ko-Kolling fuslres _ireflag

= ) et bosgbarrnly bis iness in

af Pakectan Durng Iy gxemolary ca

mmndd=ed, noth widhin ane beyord the business framawark. He has nct anly developed new pathways to

achieve pnet gy efhomm g an sanmeies of scale, out has made rema-<able contributions tcwarde t9e

technological advaricen el i cllechive documentztion of taticnal stea| inddstry, With his vis onary

lzadership and unpara.leled caperhise, Me ol o i the drving force benind MISIL's success -

making ke Zompany reach new heghts of growlth ang (LT TNTIRRTYI R

Khurram Javaid Chiet Executive Uff ca- / Director

Other Engagements:

* Mughal Steel Re-Relling ‘ndustnes Limted Chief Executioe OHicer / Direclor

= Mughal Energy Limiced Director

Mr. Ehurram Javaid holids an MBA o the Covensry Unvessily, UK 2nd a BSc Irom the Lahese Schcol

of Economices ir Pakistan He has made substaniol contobatsones ta e Company « = ang productior

netwoark within the country - ensuring that each i< ar par with the (ntesoat anad stoandards ol the steel
INCuUsty ."\'51'-, sincz Mr Jlavaid 15 & strong adwicate of hamvie sesouoe deselopmest F < 'Fe manr

behind inco-perating aifective HR planmmn, polioymasaeg and leomaeg seinehs the rnerstens behinag

MISIL's success today

Muhammad Mubeen Tarig Mughal Exacutive Director

Other Engagements:

« Mughal Energy Limited Director
« Mughal Gteel Metallurgle rparation Liried
o Al-Bashir Steel ndustries [Privatel L mited

25 Limited

« Mughal Steel Re-Rolling |

Mr Muhammad Mubaen Tar g Mu

Econamizs

ghal has a D¢ in Economics and Finance feom the Lanore Schail of

Ma«istan Hawing a cperence of over five years 10 the steel sector, he s prosendly ook i

alter thp Areousia, Finarce, ERP and Audit lunections of the Zompany
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S}'QC_‘_%&[I’“_QH A_U Shah Indepencent Non- Execubtive Director

Other Engagements:

rr Mercantite Fxcnange Limited Lirairman

—abib Saving. & Irvestrent Linnled

o MUH A f
« Wor dCall Telecam | miled
Syed SJlman Ali Shan haids a Ph.C, in Finanoe fram the Kelley School of Busness Administra

he Advrart

Indiana Linversity rime Minesler of Pakistan or varous felos

Firance,

Privat zatior y v ureantiy the Chawimn of the Lancrs 3tack Excngnge, e has sern
an the Board of Goverrors of the Stale Bank of Pakistan, Pakistan International Airlines, Fourdat on

nwersity and the Bank of Pun ab

Jamshed Igbal _ : Non - Executive Dicector

Other Engagements:

* Mugha. Energy Lim

Carparalion Limited hWector

« Mughal 5t
= Al-Bashir Stesl Indastries [Privale, Limned Dt
= “ughal Steel Re-Ralling Industries Lim led LT

. divInkunienal ~35 Pakslan

i preatal “o
dapth k

with a sound expertiain manag ng

a xport sales Mr Ighal has strived hace! 1o 2nsure that al kinds of geagraohical requirements

butichal nebwiik 2 “eat that has resulied in expandac o owch af MISIL

Fazeel B_in_Tariq = Nan - Executive Director

Other Engagements:

« Munhal Steel Metallunges Corgoration Lnmted Director

o Al-Buskir Steel ndusines (Provata) Lomited Directar

o Mughal Steal Re-Rolling fnguitres Limited lireckor

e 10 Rusinzss Adminisiratwn from the Lahore Schoe

sioral Accouning from the Swanburne

Al He has sle fone Masters 1m0 Leadership from Northeastern

Mateen Jamshed ‘Ner - Exccative Director

Other Engagements:

s Mughal > 1Re-Re ng Inddu tries Limited

Mr. Matear Jamehed holds a Bachelor's Degree 10 Suearess Adminietrat on from the Lahore Sohot

Eronomics. =akishan
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Muhammad Zafar Igbal

_ Chiaf Operating Qfficer

Shakeel Ahmad

With a strong academnic backgraund; an M Phil in Management Sciences and an

MBA in Marketing, Mr. Shakeel Ahmad has years of practical experience behind
him and has been with the Company for mors than adecade He is the key element
in maintgining the strategic and competitive positioning of the Company in the
market through relationship building, in-depth market research and analysis,
creating and implementing strategic sales grawth initiatives, networking and
brand building. He has highly developed leadership skills and is a forerunner
who leads with integrily, passian and cornpassion to attain revenue and profit
ubjectives within the arganization His contributions towards the success and
growth of the Company are highly valued.

Chiel Fing

Mr Muharmmad Zafar lgtal has been working as the CFO of the Company since its
incarporalion. He is a Fellow Member of the Institute of Chartered Accountants
ot Pakistan, He has a vast experience of dealing in accounts, finance, taxation
and company law related matters. With over 14 years of experience in leadership

pesitions, he plays an active role in the financial and strategic planning of the

Company.

]
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Pervez Igbal Company Secretary

Mr. Pervez Iqhal has been warking as the Company Secretary at MISIL since
2010. He has done his Masters in Commerce (M.Com) from The University of the
Punjab in 2006




FUNCTIONAL HEADS

Muhammad Fahad Hafeez

read of Internal Audit

Muhammad Fahad Halfzez i a member of the Association of Certified Chartered Accountants, Certified Internzl Control
Auditars and Pakistan Institute of Public finance Accountants. He has more than 7years of experience inaudit, implementation

of internal control charter, risk assessment and mitigation

Khalid Javed

Semor Manag

2r Accounts

Mr. Javed has been working with MISIL since 200% and is respensinle for managing graup acceunts for the Campany. Prior

to working with MISIL, he was employed in the canstruction industry for 28 years.

Muhammad Usman

Seninr Systzms Aralyst

Mr. Usman is an associate member of the Institute of Chartered Accountants of Pakistan His responsibilities include,
warking with project teams to understand and clarify business requirements: understanding system design, enterprise
architecture, application dalamodels and entity relationships to effectively cantribute in finalizing the business reguirements,
with respect to systam development and analyzing multiple modules in a system to include work pracesses, maodifications,

interfaces and reports.

Muhammad Naeem

Regwral Head INoitng

Mr Nacem joined the Company in 1984, Since then, he has been looking after the distribution netwark acress Pakistan. He
has in-depth commarcial experignca fram the distribution end to the retail end. He is respansible for finalizing negoliations
with distributors, managing distribution operations, developing action plans and coordinating adequale support from supply

management and logistics in order to ensure timely product delivery.
¥ I y

Saeed Ahmed

Regignal Head [Export:)

Mi. Saeed Ahmed has over 27 years of work experience wilh the Company and is currantly managing the export sales
nelwork. His area of expertise include building relationships with key custormers in targel markets outside Pakistan
developing regional marketing strategies for export sales in corparation with the Marketing department, providing
customer reguirements to the production team, managing currency fluctuations, coordinating adequate support from

supply management and logistics and ensuring timely praduct delivery,

Muhammad Afzal

Reqonal Head [South]

Mr. Afzal became a part of the Company in 1992, His expertise ranges fram finalizing negotiations with distributors,
managing distribution operations and developing activn plans to coordinating adequalte support frem supply management

and logistics in order to ensure timely product delivery.
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Sumaira Manzoor
Manager Marketing

Having completed her MBA from the University of the Punjab, Miss Sumaira Manzoor joined the Company in 2005 and has
since played a pivotal role in the Marketing team. Currently, her respansibilities include monitoring and analyzing merket
trends, idenlifying target markets, developing strategies, preparing and managing marketing plans, formulating, directing
and coordinating marketing aclivities and policies (o promote producls, working with advertising and promotion managers,
developing pricing strategies, balancing firm objectives and customer satisfaction.

Tahir Mahmood

Senior Manager Power Plant

Mr. Mahmood has been working with MISIL since 20058, He is currently looking after the operational activitias of the
Power Plant, Mr. Mahmood holds an Undergraduate Degree in Mechanical Engineering from the University of Enginearing
Technology, Lahore. Prior to joining MISIL, he had worked 30 years with the Saudi Consolidated Electric Company, lbrahim
Group, WAPDA and the Nishat Power Plant,

Muhammad Ashraf

Manager Produchon

Mr. Ashraf has been warking with MISIL since 2013 as the Manager Praduction of the Girder Mill Plant. He holds an MSc in
Mechanical Engineering from the National University of Science & Technelugy, Islamabad. Prior to joining MISIL, Mr. Ashraf
had spent 20 years working for arganizations such as the Army Jerri-can Manufacturing Plant, National Legistics Cell,
Electrical & Mechanical Enginearing Warkshap, Inspection and Technical Development Directorate and Pakistan Crdinance
factories.

Muhammad Imran

Semur Engineer

Mr. Imran has heen employed with MISIL since 2017 as the Senier Enginger of the Girder Mill Plant. Mr. Imran holds a
Bachelor’s in Mechanical Engineering from the Bahauddin Zakariya Universily, Multan,

Rizwan Malik

Senier Manager Procuremeant

Mr. Rizwan has decades of work experience with the Company, He is responsible for warking closely with selected suppliers
and managing the Company’s precurement activities, providing lcadership for the purchasing department, motivating staff
to achieve maximum performance and etficiency and ensuring that the Purchasing Department works within the operational
procedures of all the companies.

Mamoona Babar
Dy. Manager Imports

She is responsible for managing the import process and aversecing the complelion of paperwark and monetary transactions
associated with international distribution in a timely manner. She is also responsible for negaotiating with clients and handling
issues with customs officials.

Irfan Amin

Dy. Manager Humar Resource

Mr. Irfan has done his MBA in Human Resource Management He is responsible for planning, directing and coordinating
the administrative functions of the Company. He oversees the processes of recruitment, interviewing, performance revicws,
employee development, employee retention and hiring of new staff,
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and sheer hard work of half a century. It has become an industry
benchmark for value creation for its customers and shareholders

@ The origins and ascent of Mughal Steel is an outcome of persistent




CHAIRMAN'S LETTER TO
THE SHAREHOLDERS

Dear Shareholc

anf [

a year of turnarounds

averyimportant one far your Company. 1t w

maor operational and hinancizl targels lor the year, bul by the

| in capturing the nvestor s canfidence as wel

In pursuit of its growth strategy, the Ci ardinary shares lo the instilutional investars, high nel

er ol shares 20512 million shares w ofter

| public. ALHAMDULILLAH, by the

ndividual investors d throunh

ding process w tothe gor

cts the investlors conhidence in the Cor

aqrace of "\."'-I"]i"=". hatn the portione we

1 ynb N our 2armngs situation and ogerating perlor Le mi 5
ting Lo Rs. 1 12 m he earnings per share amountec Rs 2.12 per share as
Rs. 4.76 in the last year. The company has not defaulted in any repayment During the year, the

ontributed approximat shape of taxes,

iany has also cunl

Imaunting

Aqgainst this nd, the Scard of Directors in their meeting held on September

noropos

Ivvidend of Rs, 0.5 per share i.e 5% 12014 Rs. Nil per sharel lar the vear ended June 30, 2015 to you, our owners Further,

e ol banus shares in praportion of 1 5 sharels) far every 10 shar

clared during the yvear [2014: Rs. Nil per share

ound dues king hard ta ger

rts to ma )y growing company |

We a n the right tra that's something of whic my Eoard colleagues and | are firmly
co 50 be able o convince v Ir shar s! | congratulate all the stakehnlders including
th 2 far their passion, supp ucu rk for making the above achievements

car, ong f our Lke o put on racord our

1alt of the Board of i_.llf"_' tors, | pr

the Company for the year endes June

Mirza Javaid

Chairman of the [Board

Lahore
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The Company was welcomed wholeheartedly by the investors and
was highly sqccoss_ful_in its Initial Pub!it‘- Offering of shares to the

=)



CHIEF EXECUTIVE
OFFICER’S REMARKS

rease n revenues and pr sfits of our business

2.12, compared lu an earnings per share of Rs

lar, revenues trom local sales were up by 185%. Locsl markets saw steady growth in demand

mainly due to focus of the Governimenl on development of intrastructure development

Moving on, ALHAMDULTLLAH, the Compan Y Was

ncomed wholeneartealy by the investor

> and was nighly successful in its

Initial Puklic Qffering of shares to the general public, which s a matter ol pride for all of

us Toda ' the Com pany 1s listed on

the Karachiand L3

aore Sluck Exchanges of Pakistarn

‘e strongly commuitiec ving th your company. This year, we

girg technology

Hot Chat

was production of stezl bars directly frem meltshop

cy. We expect

higher production and

resulting in increased etficier d sales volumes tollowing a

oval for enharncement of

our Grid Station Load Capacity, 3MR of the re-rolling mills and enabling af direct rolling for tandem =ection mill. We ex pect

xport cales to remain low, | ver, any adverse fall 1s expected to be curtziled by increase in local sales

would lixe to thark all of our employe

their hare work and commitment 1n achiaey ng these results, and to give a

pecial thank you to cuslumars, and stakehnlders, whose =i

tly valued

Annuat Report the year ended Jun




FINANCIAL
REVIEW &
OPERATIONAL
PERFORMANCE

INDUSTRY OVERVIEW

Steel  Sector is  continuously
axpanding, with the current demand
exceeding the avalable production
and the gap being cavered by the
impoart of Steel, Demand for stecl
praducte is sxpected to rise further
in near future as recently government
has announced projects which will
increase the consumption of steel
lacally. Il is expected that development
budget fixed in 7014-2015 budgel
will create opportunities for upcoming
projects to come online which is a
qgood sign for Steel seclor, However,
load shedding of electricity and gas
and imposition of duties on import of
steel items have hampered the entire
industry.

OVERVIEW OF FINANCIAL
PERFORMANCE

The Directors are pleased to inform
the sharehulders that their Carnpany
registered record nel sales of Rs,
12,241.272  millon  againsl  Rs.
5,972.472 millian in the corresponding
period, showing growth of 105%. Salas
revenue increased owing to increase
in sales of steel bars and local sales
ot girder and tee iron. This was
mainly due to continuing incresse in
construction activity in the private and
public sectors as a result of higher
utilizatian ot funds released for Public
Sector  Development  Programme,
However, exports remained subdued
due to lackluster demand, draggsd
down hy declining Afghanistan
exports.

Gross profit rose to Rs 1,284.106
million in the current period,
compared to Rs. 727.976 million in
the corresponding period which is
Encouraging.
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Net profits ruse to Rs, 721.367 millian
during the period, compared lo Rs.
3%0.859 million in the rarresponding
period last year. Distribution costs
increased significantly as compared
to the previous year mainly due to
related freighl expenses incurred
on local sales. Administration cosls
were effectively controlled during the
currenl period,

Financial charges were remained
controlled  Limits  due to
reduction  in interes!  rates, and
improved cash management. The
Company i1s conlinuing 1o repay debt
obligaticns and is dedicated o keep
all debt commitments backed by
better cash flows and efficient cash
management. [Juring the period, the
Company has paid off 2s 18%.749
millicn of long-term financing from
banking companies.

within

PROFIT DISTRIBUTION AND
RESERVE ANALYSIS

Appropriations

Directors in

Ihe Roard of their
maeeting held an September 30, 2015
have proposed a final cash dividend aof
Rs 0.5 per share i e 5% [2014: Rs. Nil
per share| for the year ended June 20,
7015 to you, our owners, No interim
dividend was declared during the year
12014: Rs. Nil per share]. Further,
the Beard of Directors has also
recommended issue of bonus shares
'n progortion of 1.5 sharels) for every
10 sharels] neld i.e. 15% [2014: Nil'%).

The proposed final cash dividend and
bonus issue is subject to the approval
=f the members at the Annual Ceneral
Meeting to be held on (October 31,
7013, These financial slatements do
not include the effect of the above
proposal which will be accounted for
in the period in which it is approved by
the members.

NON-FINANCIAL
PERFORMANCE

Cuality,
employee’s

customer's  salislaction,
developmeant and

The financial results at the Company for Lthe year are summarized below:

Rupees in millions 2015 2014
Frofit before taxation 724977 397.430
Taxation (3.618) 16.770]
Frafit after taxation 721341 390.859
Un-appropriated profit brought tarward 505.908 128.667
Other comprehensive income [0.479] 112.119]
Share issue costs - [1.501)
Apgropriations - -
Un-appropriated profit carry forward 1,224.788 505.90é4



professional standards are Company’'s

key  areas  where  management

has laken necessary measures

ta improve them. The Company is

currently producing and supplying
the high qualily products which
ansure maximum  satisfaction  lo

the custemers. During the year, the
Company conducted various training
courses for the t of

developmen

existing numan capital. The Company
15 maintaining  highly satisfactary

relationship with all stake holders.

ENTITY'S MOST
SIGNIFICANT RESOURCES

The significant resources comprise
but are not limited to human, linancial
and technological resources. We hire
teams af protessionals and technical
experts who continuously  strive
to ensure that our production and
control processas and systems are
efficiently and
and are constanlly being modernized
Further, fnancal
rnanaged through
optimized credit control and efficient

working effectively
resources  are
cffectively
treasury management, focusing on
rash llow forecasting

LIQUIDITY ANALYSIS
AND STRATEGIES TO
OVERCOME LIQUIDITY
PROBLEMS

The management of the Company
has years af experience in Liquidity
management and
management
maintain a strong liquidity positian
sutficient

Ligquidity
system and tend to
to ensure availability cof
working capital besides identification
and mitigation of cash flow risks. The
key working capital requirements of
the Company are managed through
internal liquidity generation sources
comprising  of revenues
financing

sales are

Sdies
and external means of
Revenue receipls
managed through optimized control

n addition to

fram

of customer credit,
securing advance customer orders.

Regular forecasting of cash flows and
aging analysis are also carried out to
maintain an aptimum working capital
cycle. Operating cash flows are mainly
used tor repayment of debt firstly

The aggregate nel working capital
stond at Rs, 1,351 730 million at the
close of 2015,

71.013 million

as compared to Rs

(4o

n lasl year.

REPAYMENT OF DEBTS
AND RECOVERY OF LOSSES

Long-term financing from banking
703 464
million as at 2015 as
compared to Rs. 443.416 million as
at June 30, 2074 which was mainly

companies stood at Rs.

June 30,

dua to timely repayments. During the
year. no further interest bearing funds
were borrowed on long term basis as
the management ends to maintan
interest

minimal level of bearing

financing fram
Short-term borrowings
amounted to Rs, 2,046.402 million,
represenling a decrease of Hs
39 mullizn trom last vear. Cash

wng-lerm nanking

companies

756.30
flow projections indicate availapility of
sufficient Tunds for imely retirement
of long-term financing fram hanking
companies. The sponsor shareholders
injected additional interest free loan
of Rs.
mainly used for repayment of long-
term loan from related parties. Loan
from sponsar shareholders is not fully

682.577 million which was

payable before five years

CASH FLOW ANALYSIS

Analysis of cash flows for the year
2015 is
fellowing major
aclivilies

presented  through  the

hguidity generation

= Operating activities

Net cash generated from
operations stood at Rs. 1,715,556
million, gs compared Lo net cash
used In operation amaunting to
Rs. 1,836.13%2 million last year,

afler adjustment of finance cost

of Ks. 347.322 million and income
tax payments aggregating to Rs,
260,107 million during the year.

+ Investing activities

fixed
capital expenditure of Rs. 514,808

The Company incurred
million during the vyesar as
compared to Rs. 518,690 million
in last year and comprised mainly
of new melting furnaces along
with BMR of re-rolling mills.

The Company invested in short
term nvestmenlts amounhting
524 620 million,
consequently, net cash used in

to Re

investing activities stood at Rs
1,033 063 million, up by around

Rs. 514.811 million from 2014

¢+  Financing activities

The Company repaid long

tarm financing from banking
companies resulting in  cash
atilization of Rs, 182,749 million
Met cash uhlized from short-
rarm barrowings amountad ta Rs
1,039,402 million. The Company
repaid / adjusted net long-term
financing related parties
amounting to Re. 280426 million

rom

and injecled additional eguity cf
Rs. §29.900 milbion

Consequently, nel cash used in
tinancing activities stood at Rs
632 379 million, as compared to
cash generated from financing
activites amounting to Rs

2,266,782 million last year

» Cash and cash equivalenis at
year end

The Company recorded a nel
increase  in cash and cash

equivalents of Rs. 42 214 millian

during 2013, as compsred o
a net decrease of Rs. 87.409

million recarded in cash and cash
equivalents last year,
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FINANCING
ARRANGEMENTS

Long-term financing from banking
companies amounted to Rs, 253.465
million agains: debt raising capacity
of Rs. 14,566,177 million Shart-term
borrowings of the Company stood
at Rs. 2,046 402 million at year end
against aggregate financing facilities
of Rs. 5,550.000 million with varicus
hanks, under mark-up [/ profit
arrangements.  Additionally, letters
of credit lines and letter of guarantee
linas up ta Re 10,474.500 million are
available out of which Rs 1,752 43
million remained unutilized at the
year end

External tinancing is arrenged after
extensive cash flow faorecasting for
working capital, investment or asset
acquisition requirements.

HUMAN CAPITAL

Hurnan Capital is considered to be the
Company's mosl valusble resource,
with significant contributions over
the years lowards its growth The
Company ensures provision  of
the best employee development
prograrms, health care, safety and
market commensurate compensation
packages

*  Succession Planning

The Company has formulated
a frm succession plan which
includes perfarmance evalustion
and appropriate fraining
reguirements for development of
potential future leaders. Delail of
Succession Planning is available
in the Human Resources portion
of the Corporate Goverpance’
section.

* Retirement Benefit Plans

The Company is operating an
unfunded gratuity plan for its
employees ensuring financial
security upon retirement. Detail
of retirement berefit funds have

30 \ Mughal Irgn & Steel Industrias L mited

been disclosed in nate 27 at the
financial stalemenis,

CAPITAL STRUCTURE

Capital structure represents ordinary
share capital and long-term / short-
lerm debts. The Company utilizes its
cash generated from operations for
repayment of its deht tabilities on
lirmely basis, resulting in reduction
of linancial cost and increase in net
profit of the Company.

As at June 30, 2015, capital structure
comprised af Rs. 1,093.917 million of
share capital representing 10%.391
millien ardinary shares ol Rs, 10/
each. Major sharehalging 1s owned by
tne sponsor shareholders with 75%
equity holding. Leng-term flinancing
fram banking companies stood al Rs.
253.665 million at close of the year
Short-term debt of the Company
stood at Rs. 2,046.402 mithion al close
of the year, with a debt / equity ratio of
67.61% as compared lo 180% in 2014,

The above indicators provide adequate
evidence as to the adeguacy of the
capital structure for the foreseeahble
future.

SIGNIFICANT CHANGES
IN FINANCIAL
POSITION, LIQUIDITY &
PERFORMANCE WITH
PREVIOUS PERIOD

During the year, the Company has re-
paid its lorg term debt from banking
companies tolaling to Rs. 189,749
million. Net cash generatad from
operation amounted to Rs. 1715554
million as compared net cash used in
operations in last year.

The Company also secttled / repaid
its net long-term debt from relaled
parties totaling to Rs, 280.424 million
The sponsor shareholders injected
683 578 million of interest free loan in
ta the Company.

Company reserves depicted an
immense improvement mainly
because cof higher un appropriated
profit ot Ks. 1,276.788 million as
compared to Rs. 505.906 million last
year along wilh increase in share
premium reserve as a result of further
issue of share capital.

Maoraover, the Company has adapted
the strategy to utilize maximum cash
prefits for the repayment of debt from
barking companies,

Companys net worlh steod at Rs.
6,152 158 millian as at June 30, 2015
with a breakup market value of Rs.
56.24 per share,

Fingncial  commitments  of the
Campany stood at an aggregale of
Rs. 2,012 185 million at the close of
2015 in respect of purchase of goods
and capital expenditure. Details of
these commitments are disclosed
in the relevant notes to the financial
staterments.

Increase in  property, plant &
eguipment mainly includes
procurerment of plant and machinery
including new induction furnaces
along with CCM.

Trade debts showed a 47% increase
to Rs, 473.242 million mainly due to
increase in receivables outstanding
en account of sales of steel bars

Stock-in-trade stoad at Rs. 4,812.364
millilon at the close aof the year
which however was also liquidated
subsequently.

The Company's asset base thus
recarded an increase of Rs. 4,395,908
million  compared to last year,
primarily due to additional eaquity
injection, increase in inventory and
capital expenditure




PROSPECTS OF THE
ENTITY INCLUDING
TARGETS FOR FINANCIAL
AND NON-FINANCIAL
MEASURES

Prospects of the Entity

Etficient use of available resaurces.
madermization of production facililies
through technology advancement and
inngvation, explaration of alternative
energy resources, reduction in costs
diversification

ol production and

provide sufficient support 0

the management’s projection of
sustained profitability and return to

the shareholders

Financial Measures

Various factors and variablos w

considered and estimated inprojecting
targets for financial year 2014-2015
T.‘.u,_-

canbe monitored while for others they

esulls of some af these factors

can anly be improved lo some extent
Absolule
valuation and steady implementation

commitmeant continuous
fave resulted in achievement of set
qgoals and objeclives. This 18 evident
from the [act that despite of electricity
shortage during the year, sustained
production levels were achieved and

operaling largets were met

Efficient

energy. introduction of energy cfficient

utilizalion of available
meliing furnaces and modermzation

of  re-rolling mills enabled the

Company to reach lurnover of Rs

12,241.271

probit of Rs 721.361 million despite

million and =2arn a net

adverse markel condibians

Non-Financial Measures

The identified  the
lollowing arsas as key non-financial

Company has
performance measures

* Stakeholders’ engagement

* Relationship with customers

*  Employee salisfaction

* Maintenance of product qualily

for tulbiliment of buyer needs
* Responsibilities lowards the
sociely
. Healtnhy and sate environment
§ ransparency, accountatility and
guod governance Responsibility
for implementation has been
delegated to the management,
with continuous monitering and

contral by the Board.

SEGMENTAL REVIEW OF
BUSINESS PERFORMANCE

The
Company have bheen prepared on the

financial statements of the

basis of single reportable segment

Revenue from sale of mild stee

products represents 100% of aross
sales of the Company. The Company
vperales locally as well as exports
to Afghanistan

of the sale comorises of local sales.

however, majority
Maoreaver, all assets of the Company

as at June 30, 2015 are locaten in

Pakistan

CAPITAL MARKET &
MARKET CAPITALIZATION

ne 30, 2015, KSE the leading

Pakistan nad 3

As at Ju
stock exchange o
markel capitalization of Rs. 7,357 50%
billian. Taotal capital listed on the
exchange rose to Rs. 1,182 518 billion

as at June 30, 2015

During the year, the Company oftered
its ordinary shares ta the gencral
public by way of Initial Puslic Offering
of 27 350 millien shares and qot listed
on Karachi Stock Exchange |imited
IKSE] and
L imited [LSE)

ahore Stock Exchanges
of Pakistan
The market capitalization of the

Company's share slood at Rs
4,152,158 million as at June 30, 2015.
traded at

Rs. 48.15 per

The share an average ol
Markel price

expenenced Nucluaticns hetween the

share.

highesl of Rs. 56.24 per share to the

1]

lowest of Rs. 3569 per share since

its opening in April 2015, mainly due

lo market psychology, speculative

and

occurring during the year. Trading in

investors material events

equity during the year amounted to
#5.543 mullion shares

SUBSEQUENT EVENTS
Non-adjusting
The Board of
meeting held on September 30, 2015
have progosed a final cash dividend of
Rs. 0.5 per share i.e 5% [2014: Rs. Nil
per share] far the year ended June 30,

Directors in their

2015 to you, our owners. No interim
dividend was declared during the year
[2014: Rs. Nil per share]. Further,
the Board of Directors
recommended 1ssue of honus shares

has also
n proportion of 1.5 sharels] for every
10 sharels] held i.e. 15% [2014: Nil%)]

The proposed final cash dividend and
bonus issue is subject to the approval
of Lthe membaears at the Annual General
Meeting te be held on October 31,
2015, These financial statements do
not include the effect of the above
proposal which will be accounted for
inthe period in which it is approved by

the members

Adjusting

The GoP imposed regulatory duty an
Prime Alloy Steel Billet
fram vide SRO 5&8[1]1/2014
dated 26.06.2014 as amended by SRO
1811/2015 dated 14.071 2015, Writ
petition was filed by the Company
in the Honorable Lahore High Court

impart of

China

against the above notitications The
ahore High Court |LHC]
upon hearing the matler declared that
the nolificalion under SR0 568(1)/2014
vide SRO
18(1)/2075 followed by replacement of
the laule to the RD notification through
amending SRO No
121011/2015 and SRO NO. 131(11/2015
both dated February 12, 2015 as
applied toimpaort of "Prime Alloy Steel
Billet
lawful authority and no legal
affect. However, the Sindh High Courl

Hanorable
notificatior

as amended

notifications

trom China as illegal, without
wilh
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(SHC) passed an order in favor of the
department due to which the collector
of customs refused to release the
guarantees against which further wril
petitions were filed with the Honorable
Sugreme Court of Pakislan,

The Honorable Supreme Court of
Pakistan, however, has subsequently
to the reporting date dismissed
the writ petitions filed by taxpayers
against levy of regulatary duty by
Governmenl of Pakistan on goods
coverad under FTA. Conseguently, the
Company has recognized provision
of Rs. 3332.090 against the related
requlatory duty.

OPERATIONAL
PERFORMANCE

The overall production of re rolled
products was recorded st 180,230
tonnes showing an increase of 52 82%
over the previous year. This was
achieved mainly due to introduction of
energy elficient means of production,
collective hard work and sheer
dedication During the year "Dircct
Rolling” was enabled for Bar- Re-
rolling mill improving the averall
efficiency of the mull.

OBJECTIVES
AND
STRATEGIES

MANAGEMENT'S
OBJECTIVES AND
STRATEGIES FOR MEETING
THOSE OBJECTIVES

The ultimate objective is to ensure
achievement ot the overall corporate
and strategic abjectives hy becoming
the leading Company in the local
steel industry, continuously
impreving our operations and hence
enhancing profitability and return to
shareholders.
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Wz believe, we have been highly
successlul in achieving our nbjectives
which have been built on o consistent
strategy  that  emphasizes  size
and scale, back ward integratian,
caompetitiveness, product diversity,
continuaus growth in higher value
products and a strong customer focus

We lend to meet the needs of
diverse rmarkets by maintaining high
degree of product diversification and
seeking opportunities o Increase
the proportion cof our product mix
consisting ot higher value-added
preducts. Tre Company produces a
broad range of high-quaity finished,
semi-finished  leng-rolled  steel
products and stainless steal producls.

We tend to ensure ready access
to  high-guality and low-cost raw
malerials through captive sources,
long-term contracts and backward
integration.

We ensure efficient use of existing
resources ta improve productivily
and profitability. In amidst of energy
crisis where electricity is avalable for
only for 12 hours per day. the focus
remains on enhancing productivity
and ethciency Lhrough innovation,
modernization of production
technigues and implemeantation of
new technclogy

We are strongly committed to
cxplaring new alternative means of
Enargy.

We cantinuously strive to revive, refing
and implement aur human resource
policies and Standarc  (perating
Procedures [SOFs),

We have imgplemented Total Quality
Management [TOM] function that
seeks to lower non-conformance
costs Lthrough active focus on health,
satety, environment and operations.

We tend to achieve zerp fatal
accidents al our works site. We
believe that we can achieve this

goal through extensive employee
training and initiatives to create a
culture ol personal involvement and
responsibility.

We work continuausly to imprave the
guality af our products and aim ta
provide excellent guality to ensure the
layalty of our customers. We search
for opportunities in new geographies,
products and markets,

SIGNIFICANT CHANGES
IN OBJECTVES AND
STRATEGIES FROM
PREVIOUS PERIOD

There is no material change in the
Company's objective and strategies
from the previous year.

RELATIONSHIP BETWEEN
ENTITY'S RESULTS

AND MANAGEMENT'S
OBJECTIVES

Financial and non-financial results
are the reflection of achievement
af management’s chjective which are
strategically placed to increase the
wealth of each stakeholder. The said
results are properly evaluated against
the respective strategic cbjectives to
confirm the achievement

CRITICAL PERFORMANCE

INDICATORS AND
MEASURES

Following are some of the critical
perfarmance measures and

mdicalors against stated objectives of
the Campany.

* |ncrease in employee retention;

«  Decrease in accidental claims

* Increase in installed capacity

* introduction of new technology

*  Improved debt: equity structure

+ Increasing shareholder's wealth,

e |mprovement in opzrational
performance;

»  [Oiversified product gortfolio



current

bzlieves that

Management

critical performance megsures
continue to be relevant in future as

'I‘i'li\.. l l -

ENTITY'S SIGNIFICANT
RELATIONSHIPS

The Company has very prominent

and good relationships wilh
all stakeholdars We  maintain
collaborative  relations  with our
stekeholders  through a  good

harmony, effective communication

and customer focused approach
because without doing this, we may
aftect our Companys performance
and values of aur entity. We follow the
hest policy lo maintain the relaticnship
with our stakeholders which includes
satisfaction of customers by providing
qualily products and tmely payments
to all creditors

RISK AND
OPPORTUNITY
REPORT

We that
management 15

risk

aour

recagnize effective
critical  to
continued prafitability and the lang-
term sustainability of our business

Like all businesses, we are equally
affected by, and must manage, risks
that impact
our ability to deliver our slrategy.
While the risks can the
principal risks faced by the Company
in 2015 the date
of this reports publication and as
identified by the Board, are described
below along with the corresponding

and uncertainlies can

he numeraus

and valid as ol

mitigating actions and changes in the

tisk level during the year.

RISK MANAGEMENT
SYSTEM

The Board
management

oversees the risk

process primarily

through its Audit Commitlee which

monitors  the Company's risk

I"T'I.:il'li'lqel“(_"ll: process LEU;_'{[';""“_,‘, or
mare frequently if required, focusing
primarily en financial and regulatory
while, the

compliance risks,

Human Resource & Remuneration
Commitlee focuses on risks inits area
of oversight, including assessment of
compensation to ensure

they do not escalate corporate risk, in

pragrams

addition to succession planning with a
view ta ensure avalability of talented
functionaries in each area af critica

Lompany cperalions.

have
and
procedures, to promate a culture of

Buard and its committees

adopted a sel of policies
gthics and values and delegate the
autharity to senior management for
implemantation of approved policies
and procedure

Senior managemeant assess the risks
and place approprizte contrals to
mitigate these risks

A continuous

cycle of monitaring

performance of the implemented

controls has been established lo

identify wecaknesses and devising

strglegic plans for improvement
which has enabled identification of

majarity of performance risks

STRATEGIC, COMMERCIAL,
OPERATIONAL AND
FINANCIAL RISKS

The Cempany is exposed to the risks
dentified 1n the following sections,
which are subject lo dwverse levels
af uncertainty against which the
Campany has implemented effective
nitigating

as discussed

strategies

below

The strategic, commercial,
operational and financial  risks
can emanate from uncertainly in
financial markets, project falures,

legal liabilities, credit risk, accidents,

natural causes and disasters as well

as deliberate aggressive actions from
an adversary, or events of uncertain
ar unpredictable nature

These key socurces of uncertainty in
estimation carry a significant risk
ol tausing a matenal adjustment to
the carrying amounts of assets and

liagilities within the next financial

year.

Strategic risks

Strategic risks are associated with
operating in a parlicular industry and

are beyond our control.

Operational risks

These are risks associated with
operational and administrative
pracedures, such as workforce

turnover, supply chain disruption, |1
system shutdowns, changes in Board
structure or control failures.

Commercial risks

These risks emanate from the
commercial substance of an
arganizalion. Cut down in an

entity's market share, prodguclt price
requlation or a new conshtutional
posing threat

organizalion s

ameaendmenl adverse
o  the

and

profitability

~ammercial wiability are a lew

examples of this risk

Financial risks

Financial risks divided n the

following categories

are

Credit risk

Crodit risk 1s the risk of financial
loss to 2 company 1t a custamer

ur counterparty to a financial
instrument fails to meaet
their contractual obligations,
and arises principally  from
investments, loans and
advances depaosils, lrace

debts, other receivables, shart
bank

imit aur exposure

investments and
balances. We

o credit risk by investing only in

lerm

ended June 30, 20
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liquid securities and only with
counterparties that have high
credit  ratings,  Management
actively monitors credit ratings
and given that the Company has
invested in securities with high
credil ratings unly, management
does not expect any counterparty
to fail in meeting its obligations.

Market risk

Market risk is the risk that value
of financial instruments may
fluctuate as a result of changes
n market inleresl rates or the
market price due to change
in credit rating of the issuer

or the instrument, change n
market sentiments, speoculative
activities, supply and demand
ot securities and liguidity in the
market. The Cempany s not
exposed to market risk.

Liquidity risk

Liquidity risk is the risk that
the Company will nat be able to
meet its  financial  obligations
as lhey fall due. The Company s
agproach to manaqing liquidity
is to ensure, as far as possible,
that it will always have sufficient
liquedity ta meet ats  liabilities

when due, under both normal

PLANS AND STRATEGIES FOR MITIGATING RISKS

Risk Mitigating strategy

Strategic risk

The technology employed is or ma}"

become obsolete in the near future
leaving the Campany unable tu deliver the
required level of expertise and suppart for
consistent growth

Commercial risk

products may have an adverse impact on
its profitability,

Decrease in the demand for Company's |

and stressed conditions,
withoul incurring unacceptaole
losses or risking damage to
the Company's reputation. The
Company uses different methods
to assist in monitoring cash flow
requirements and optimizing
its cesh return on investments.
Typically the Company ensures
that it hes sufficient cash on
demand, including Lines ot credit,
to meet expected operational
expenses  for a  reasonzble
period, including the servicing of
financial obligation,

At Mughal steel we believe in regular balancing, modernization and
replacements of all our production facilities, ensuring aur production
facilities are slate af the art while ufilizing latest technological developments
tor cost minimization, energy efficizncy and cutput optimizalion,

Al present there is excess demand in Fakistan for iron and steel products,

A turther increase in demand is expected due to mulliple factors including
ecanomic growth of the country, renewed facus of the government an
public sector development and growing population leading to increasad
consumption of tinished steel goods. We aim to utilize this opportunity
by maintaining healthy margins through cost minimization and output

ogtimization,

Competition from business competitars
may crezate @ hostile environment for the
Company and result in business loss.

Operational risk

Prajects of such naturs are capital intensive and reguire specialized technical

knowledge to operate. Similarly, procurement of raw material requires
considerable experience. These factors act as barriers to entry for new
firms. Being in the industry tor over 5 decades has enabled Mughal Sieel Lo
effectively compete with axisting firms in the industry. Moreover, the recent
CAPEX Lo achieve cost efficiency, helped the Company to attain unmatched

competitive advantage

Increase in employee turnover at critical
positions,

The Company has a detailed succession plan and a cullure of employea
training and development, continuously promoting and rotating employees

within the departments,

Gas shorlages

| instead of natural yas in heating processes.

Ihe Company has invested in installation of the first ever cosl gasification
industrial plant in Paxistan thal prepares clean syngas, which can be used
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o | The Comgany nas installed a 7.3MW gas-fired power plant. In order to

The Company may not be

unavailability of electrizity

Adverse price mavement ar no availlahilit

able
operate at an optimal capacily due lo the

KVA Grid. Furthermore, the management of the -:ujrnp-:n'; 5

ensure conlinuous supply, the Company has also installed a captive 132

now focusing

on the production of electricity through cheaper sources like coal to meet its

e.ectncty recuireaments

y | With an experience of over

of raw materials may deter smooth Procurement Team who is

production. matenal lor production

IT security risk Il controls are in place to
informmation.

Risk of major accidents impacting

employees, records and property
Financial risk

and banks will

ayments to the company.
¥ pany

Customers

Insufficient cash available to pay liabilitie
resulting in a liguidity problem.

Flucluations in foreign currency rates

POTENTIAL
OPPORTUNITIES

We are committed o invesling in
new projects and increasing the
productivity ot existing ones for

fueling our future growth. We have
strengthened the for
growth in the coming years by making
investments to modernize

ng

basis further
strategic
ousingsses
came

and improve our exist
processes while at the time
developing innovative ideas to support
our achievement of company’s stated
viSIon

KEY SOURCES OF
UNCERTAINTY

Preparation of financial slalements
the
standards

in  confarmity  with approved

accounting reguire

management to make judgments,

estimates and assumptions that alfect

defaull in

trainings and operational discipline.

well versed

5 decades, the Company has developed a

n acquiring the necessary raw

prevent unauthorized access to confidential

Implementation ol strict and standardized operating procedures, employee

Most of pur sales are either against cash or advance. For credit sales, credit

limits have heen assigned to customers. Risk of default by banks has been

mitigated by placements funds with banks having salisfaclory credil ratings.

s | The Cumpany has a proactive cash management system. Committed credit
lines from hanks are also available to bridge a liguidity gap. if any.

With the Company sales split between export and import, any adverse impact

on currency is neutralized through the compositian of sales

the application of accounting policies
and the reported amounts of assets
and uabilities, income and expenses
The and
assumptions are based on historical

estimales assocated
experience and various other factors
that are be reasonable
under the circumstances, the results

believed to
of which form the basis of making
the judgments about carrying values
of assets and Labilities that are nat
readily apparent from other sources,
may  difler
The estimates and

Actual r1esulls from
these estimates
underlying assumptions are reviewed
on dn UIIL]L"II\Q basis. R(.“.‘IHII‘)I’]F\ 1(s ]
accounling estimates are recognized
n the period in which the estimates

are revised if the

vision affects only
of the
Datail

Lhat gerniod, or n the period
and

of significant accounting estimales

revision future periods

and judgments including retirement

benefits, estimation of useful life of
property, plant and equipment along
with provision for taxatian have been
notes to the

disclosed in relevant

annexed financial statements.

MATERIALITY APPROACH
ADOPTED

Materiality as a key component of
communication  with
mallers

material if,

an cffective
stakeholders. In

ransidered

general,
to he
individually or in aggregate, they are
expected to the
perfarmance and prohitability of the

Campany

are

significantly atftect
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MARKET
OVERVIEW

MARKET SHARE
The Company has 22% market share
resigential

18% market

for long-rolled seclion

products and share
for long rolled reinforcement bar
products, making it a leading brand
in Pakistan with a diverse customer
base and presence in almost all cities
of Pakistan.

PROCEDURES ADOPTED
FOR QUALITY ASSURANCE
OF PRODUCTS

We believe in providing the highest
quality and best value for
products,  The  Company  has
implemented an  exlensive and
eftective quality assurance system for

maoney

its products

QUALITY MANAGEMENT
SYSTEMS

The Company s 150-9001:2008
certified and truly implements Quality
Managemenl Systern. The Company
manufactures mild steel products
based on state of the art technology.
While most of Pakistan's Steel
manufacturing companigs clung to
the traditional “Induction Furnaces”
and cross country re-rolling mills
methads, Mughsl

new roads  with

Steel
Ladle

pianeered
Refining
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Furnace alang with Argon Oxygen
Decarburizer, direct re-rolling and
tanderm re-rolling concopts in the

country

The guality of all productsisensurad at
all stages of the steel making process
through systematic effective
adopticn, implementation, monitoring
and centinuous enhancement of
guality contral systems using latest
methods ol analysis. All stages of
the production process righl from the
selection of raw materials
of materials and the finisned product
are subjected to rigorous testing, lu

processing

ensure that cach item i< of the highast

qualily.

Invariable standard compliance could
nat have been possible without an
unmatched source of relability and
particularly guality contral trained

personnel.

Our Laboratory s
traditional chemical and mechanical

besides (he

equipped with
analyhical machines
world's renowned Optical Emission
Spectrometer of M8 series. The
machine is capable of analyzing 43
metal cannels within 3 minutes from

sarmple  preparation complete
delail analysis. We have twa Universal
Testing Machine umits (100 tons & 200

tansl to carry mechanical tests such
as vyield, tensile strength and bend
ests on various bars and sections

CORPORATE
GOVERNANCE

COMPLIANCE OF THE
CODE OF CORPORATE
GOVERNANCE

At Mughal
commilled to ensuring the highest
level of good governance through

Steel, we are firmly

voluntary adoption of best business
praclices and standards, The Board
Company's

reviews the straleqic

direction and plans on

regular basis. The Audit Committee is

ausiness

empowered far etfective comphance
of the Code of Corporate Governance
The Board is commilted to maintain
a high standard of good corporate
governance. The Company is fully
compliant with all the best practices
of code of corparate governance as al
June 30, 2015, as otherwise, statad

DIRECTORS’ COMPLIANCE
STATEMENT ON
CORPORATE AND
FINANCIAL REPORTING
FRAMEWORK

Your [irectors are pleased o reporl
that:

. he financial statements,
prepared by the management
of the Company, present fairly
its state of affairs, the result of
its operations, cash flows and

thanges in equity




Froper bocks of account of the
Company have heen maintained
Approprizle accounting
policies have been consistently
applied in preparation of the
financial slatements and
accounting estimates are based
on reasonable and prudent
judygment

ntarnational Financial Reporting

Standards, as applicable n

Pakis have been followed

in preparation of the financial
statements and any depariure
there from has been adequately
disclosed

The system of internal contro
iIs sound n
been

design and has
E'[’E'_h‘.-i_-i_y implemented
and monilored. The system
Is continuously monitored by
Internal Audit and through othe
such monitoring procedures, The
grocess ol monitoring internal
controls will continue as ar
angaing processwith the cbjective
to further strengthen the controls
and bring improvements in the

system,

[here are no significant doubts
upon the Company's ability to
continue as a going concern

lhere has

been no material

departure from the best practices

of corporate governance,
as delaled in the 1sting

Regulations

nformation regarding

outstanding taxes and levie

required by Listing Requlations,

1s disclesed in the notes ta the

financial statements

Details of significant changes in
the

the current year

Company's operations during

25 compared lo

last year and significant plans and
decisions for future, prospects of
profits have been disclosed in the

relevant areas of this report

Key operating and financial data
of last four years s annexed

Juring the year six meetings cf
the Board of Directers and one
meeting of the Audit Committee

and Human Resource and

Remuneration commitiece were
hald. Attendance by each direclor

15 atlached separately

Details of training prog
altended by the
mentioned separately

directors I

The number of employees as at
June 30, 2015 were 575 (2014:414
The Company operates an

Jnfunded gratuity scheme

pased on the respective audited

accounts of June 30, 7015, the

total obligation is as under:
J

Cratuity

million

obligation 59 652

There has been no material changes
since June 30, 2014 except as
disclosed in this annual report and
the Company has not entered into any
commitment, which would affect its

financial position at

lhe dale ex
for those mentioned in the audited
financial stalements of the Company
tor the year ended June 30, 2015
The Company has not defaulted in
repayment af any debt nor is it likely
to default in future

During the

year, the Company

has complied with all applicable
grovisians filed all returns /
forms and furnished all the relevant
particulars as required under the
Crdinance, 1984 and

Securities and

Companies
allied
Exchange Commission of
ISECP

requirements

rules, the
Pakistan

Regqulations and the listing

ACTUAL OR PERCEIVED
CONFLICT OF INTEREST
AMONG BOARD MEMBERS
All the direclors exercise their due
rights of Board

generally

il?':l“l':[!."l:. an n
which are
!hmugh

of the Board members on

praceedings,
indertaken CONsSensus,

~ancerns
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any agenda point are duly noted in
the minutes of the praceedings for
further evaluation of actual existence
in addition tc guantification of any
conflict of interest hefore finalization
of any agendz point

BOARD STRUCTURE AND
ITS COMMITTEES

BOARD STRUCTURE

The structure of the board of directors
has been formulated with a view to
ensure a balence of executive and
non-executive direclars, including
independent directars  and lhose
representing minority interests with
the requisite skills, competence,
knowledge and experience so that
the toard as & group includes care
competencies and diversily, including
gender, considerad relevant in the
context of Lhe company’s operations.

The qualfication and compasition
of the Board of Directors has been
defined by the requlatory framework,
which has been fully implemented by
the Company to ensure transparency,
good governance and awareness of
Board responsibilities tor smooth
functioning of business operations

The Board consists aof 07 direclors,
effectively representing the interest
of shareholders, There are 05 non-
gxecutive directors and 2 executive
directors. The non-executive
directars include one independent
directar  The Hoard comprises of
suitably experienced and qualified
professionals in order to ensure
effective and efficient decision making.
Detailed profiles of directars has been
slaled in the Annual Repart The
status of directorship lindependent,
executive, non-executivel i1s indicated
in the Statement of Compliance with
the Cade of UCorporate Governance,
issued by the Company.

Following are lhe Board members
along with their status.
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S.No. Name of Directars

1 Mirza Javaid lgbal
Charrn

') Mr. Khurram Javaid
Chief Executive Gificer / Director

3 Dr. Salman Ali Shan
Director

&, Mr. Jamshed Igbal
Director

8. Mr Mubeen Tarng Mughal
Birector

b Mr Fazeel Bin Tarig
Direclor

7. Mr. Mateen Jamshad
Cirector

ROLES AND RESPONSIBILITIES OF
THE BOARD OF DIRECTORS

The directors are fully aware of the
level of trust entrustes in them by the
shareholders for manauing the affairs
of the Company and safeguarding
their interests,

The Boardparticipatesartivelyinmajor
decisions of the Company including
but not limited to apponiment of key
management, reviewing the annual
pusiness plan, approval of budgets
tor capital expentitures, investments
in new ventures, issuance of shares
lo rzise capital, approval of related
party transaclions, review of matters
recommended / reported by board
committees, review of status of any
law suits and reporl un governance,
risk management and compliance
Is5Ues.

The Board alsa manitars Company's
operalions by approval of interim

and annual financial statements
and dmidend, review of internal
and external audit observations

regarding internal controls and their
affactiveness,

For lhe purpose of
censistency and standardization, the
Board has devised farmal palicies for
conducting business and ensures their
monitoring through an independent
Internal  Audit Department, which
continuously monitars acherence to
Company policies.

ensuring

CHANGES TO THE BOARD

Nuring the year, Mirza Javaid lgbal
resigned from affice of Chief Execulive
Officer and in his place Mr. Khurram
Javaid was appointed as the Chief
Executive Othicer. Mirza Javaid lgbal
was elected by the Board to act as
Chairman af the Board of Directors.

Further, one of our Board members
resigned fram office of directorship.
We would like to put pn record
our appreciatien for his valusble
contributions made during his tenure
as Board member, and far the new
member, we take this opportunity to
welcome him. We are very hopeful
that the new member would, wilh
indigenous initiatives, bring progress
and  mare improvement in  the
Company.

Abstract ufs 218(b) of the Companies
Crdinance, 1984 is annexed to the
annual report,

DIRECTORS' REMUNERATION

A formal and transparent procedure
for fixing the remuneration packages
of the individual directors has
heen established. As per these
procedures and in compliance with
legal requirements, no directar is
nvolved in deciding his / her own
remuneration

Ihe directars’ remuneration packages
cncaurage value creation within the
Company. Levels of remuneration are
ensured to be appropriate in arder to
attract ang retain directors necded
to govern the Company successfully.
Men-Executive Directors are paid
remuneration as decided by the Board
of Directars

The aggregale amount of
remuncration paid to executive and
non-executive  dircctors (it anyl,
including  salary/fee, benefits and
performance-linked incenlives  atc.
has been disclosed in the financial
slatements,




BOARD COMMITTEES
AUDIT COMMITTEE
Composition of audit committee

Lyed Salman Al Shah

Chairran - Independent Non-Exezutive director

Mr. Jamshed Igbal
MemkEer - Non- Executive direciar

Mr. Fazeel Bin Tarig

Memper — Non-Executive directo

Mr. Mateen Jamshed

Mermber - Non-Lxeculive director

DOuring the year only onc meeting was
conducted which was altended by all
lhe members.

Terms of reference

The Beoard of Directors has approved
the terms of reference of the Audit
Commuttee. The Board provides
adequate resources and authority ta
enable the Audit Committee carry out
its rasponsibilities effectivaly.

The Audit Committee is, armang other
things, responsible for determination
of appropriagte measures to safeguard
the listed company’s assels, reviewing
the quarterly, hall yearly and annual
accounts, review of management
letter 1ssued by external asuditors
and menagement’s respanse thereto,

ensuring cocrdination between
the internal and external auditors
of the listed company, review
of preliminzry announcements
of results prior to publication,
reviewing and approving related party
transaclions, recommending lo the
Board of Direclors the appointment
of external auditors by Compeny's
sharcholders  and  cansiders  any
questions of resignation or removal
of external auditors, audit fees and
provisicn by external auditors of any
service to the Company in addition
lo audit of its financial statements
and consideration ol any other 1ssue
or matter as may be assigned hy the
Board of Directors

In the absence of strong grounds
lo proceed otherwise, the Heard of
Directars acts in accardance with
the recommendations of the Audil
Committee. The Chiel Financial
Officer [CFQ), the Chief Internal
Auditor (CIA) and the external auditor
attend Audit Commitles meetings by
Invitation

The Commitiee camprises of foul
non-executive directors  with  the
Chairperson being an independent
nan-executive director. The Chatrman
of the committee is a Ph.D. in Finance

trom the Kelley Schoal of Business
Administration, [ndiana University,
USA lending significant financial and
accounting insight to the proceedings
of tha Audit Committee. He has also
served as the Advisor to the Prime
Minister of Pakistan on various fields
Finance, Revenue, Econommnc Affairs
and Statistics.

The Head of Interpal Audit has been
appainted as secretary of the Audit
Lommitlee,

HUMAN RESOURCE AND
REMUNERATION COMMITTEE.

Composition of human resource and
remuneration committee.

Mirza Javaid Igbal
Chairman - Non-Executve directar

Mr. Jamshed Igbal
Member - Mor-Executive director

Mr. Mateen Jamshed

Member - Nan Executive directer

Mr. Khurram Javaid
Member - Chie! Execulive f Director

During the year only one meeting was
conducted which was attended by all
the members.

Annual Report tor the year ended June 30, 2015 / 39



The Human Resource and
Remuneration Committee comprises
of three non-executive directors and
Chief Execulive Dificer, They are not
connected with any business or ather
relationships  thal could interfere
materially with, or appear to affect,
their judgment. The Chiel Executive
Officer as member of HR&R
Committee  does not participate in
the proceedings of the committee
on mallers that directly relate to
his performance and compensation,

Terms of reference

The role of the Human Resources &
Remuneration Committee is to assisl
the Board of Directors in its oversight
of Lhe evaluation and approval of
the employee benefit plans, weltare
projects and retirament emoluments
The Commitlee recommends any
adjustments, which are fair and
required to attract / retain high caliber
stafl, for cansideration and approval.

The Committee is responsible for:

= Recommending human resource

management policies to  the
board

« Recommending to the board
the selaction, evaluation,
compensalion [including
relirement benefits] and

successiun planning of the CED;

¢ Recommending to the brard
the selection, avaluation,
compensation [including

retirerment benefits] of CO0, CFO,
Company Secretary end Head of
Internal Audit; and

* Consideralion and approval on
recommendations af CEQ on such
matters for key management
positions wha regort directly to
CEO or COO.

MEETINGS OF THE BOARD
OF DIRECTORS

Legally, the Board is required to meet
at least once per guarter to moniler
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the Company s performance aimed at
effective and timely accountability of
its Manayement

Special meetings are also called lo
discuss other important matters on
reguired basis.

The Board held & meetings during the
year, the notlices / agendas ot which
were circulated in advance, in atimely
manner.

Decisions made by the Board during
the meelings were clearly stated in the
minutes of the meelings maintained
by the Company Secrelary, and were
duly circulated to all the directors for
endorsement and were approved in
the subseguent Board meetings. All
meatings of the Board during the year
had attendance more than reguisite
quorum prescribed by the Code of
Corporale Governance and were alsa
attended by the Chief Financial Officer
and the Company Secretary.

Curing the year under rewiew, six
meelings of the Board of Directors
were held Altendance by each
Director was as fallows:-

S. Name of Directors Na. of
No. meetings

attended
1 Mirza Javaid lobal b
' Mr Khurram lavaid 4
! Dr. Salman Ali Shah 5
&, Mr. Jamshed [gbal &
5 Mr. Mubeen lariy Mughal 6
&, Mr. Fazeel Bin Teriq 4
7 Mr Mateen Jamshed 5
8. Mr. Fahad Javaid 1

No meetings were held outside
Pakistan during the year

Mr. Fahad could only attend 1 mesting
due to his subseguent resignation
Leave of absence was granted to
remaining directors for not atiending
any meeting

ANNUAL EVALUATION OF
BOARD PERFORMANCE
AND EVALUATION
CRITERIA FOR BOARD
PERFORMANCE

Corporate  governance requires
hoards to have effective processes
and to evaluate their performance
and appraise directors at least ance
2 year.

The Board of Directors has put in place
a mechanism tor undertaking annual
evaluation of the perfermance of the
Board. The mechanism evaluates as
ta how the direclors work as a team;
what are theair interpersonal skills; is
the chairman an effective leader; do
all directors contribute;, what is the
level of commitment |preparedness,
engagemeant, absenteeism|; 1s the
board objective in acting on behalf
of the company; is it robust in laking
and sticking to difficull decisions;
are decisions reached by the whole
board, do decisions take account of
sharcholders’ views; are there any
‘unmanaged” conflicts of interest etc.

When completing the pertormance
svaluation, Board considers  the
following main perfarmance
evaluation process or behaviar,

* Has the board sect itsell clear
performance objectlives and how
well has il performed against
them?

« What has been the whale hoard's
contribution to the testing and
development of strategy?

« What has been the boards
contribution to ensuring robusl
and cffective risk management?

¢ |s the composition of the board
and its committeas appropriate
with the right mix of knowledge
and skills sufficient to maximize
perfarmance in the Light of future
strategy?

e ow has the board responded to



any problems or crises thal have
emarged and could or should
they have been foreseen?

*  What 1S the relationship
hetween the board and its main
committees and between the

committees themselves?

¢« How well does the Eboard
communicate with the
management team, company
employees and gthers?

How effectively does i1 use
mechanisms such as the AGM,
the business review and the

annual report?

s Isthe board as a whale up to date
with latest developmenis in the
requlatory environment and the
market?

OFFICES OF THE
CHAIRMAN & CHIEF
EXECUTIVE OFFICER

As part of our governance structure,

the position of the Chairman of the

=

Board of Directers and the office of
ne Chief Executive Qfficer are held
separately, with clear division of roles

and responsibilities

BRIEF ROLE &
RESPONSIBILITIES OF
CHAIRMAN & CEO

The Chairman represents the non
execulive directors of the Board and
s entrusted with the leadership

of the Baard's proceedings. The
Chairman acls as lthe head of Lhe
Beard meetings and 1s responsible
for avoidance of conflicts of interests
He nas the power lo sel the agenda,
qive directions and sign the minules
of the Board meetings. The Chairman
s also responsible for assessing and
making recommeandaticns regarding
the Board. the
committees and individual directors.
The Chairman

the effectiveness of
ensures effective
role of the Baard in fulhlling all 1ts

esponsibilities

The CEOQ is an execulive direclor who
also acts as the head of the Company s
5 entrusted with

Management. He

responsibility of:

¢ Safeguarding of Company assets

. Creatian of shareholder value

. dentification af potential
diversificat:on / nvestment
projects

. mplementatio ol projects

approved by the |

*  Ensuring clfective functioning of
the internal control system

. dentilying risks and designing
mitigation strategies

. Preservalion of the Company's
I"I'\.'\‘.:'.b"

o Development of human capital
and gaod investors relalions

. Compliance with regulations and

nesl praclices

CEO PERFORMANCE
REVIEW

The performance of the CEQ s
Board

nerlarmance

reguiarly evaluated by the
of Directors The
evaluation is based con the criteriz
defined by the Board of Direclors

which includes varicus hnancial
and non-financial key performance

Board

actual

indicators. The periodically
perfarmance
KPls during the year

and discusses the future course of

evaluates the

against those

actian to attain the Company's stated
goals. The CED also appraises to
the Board regarding an assessment
management and their
potential to achieve the objectives ol

of senior
the Company.

FORMAL ORIENTATION AT
INDUCTION

Each new member of the Board 1s
taken Lthrough a detailed orientation
process at the time of induction, and 1s

trained extensively far enhancement

skills. A formal
program

features amongst other things qving

of management
tamiliarization mainly
uriefing relating to the Company's
visians and company's
organizational

slralegies,
care competencies,
struclure and other related parties,
major risks both external and internal,
ncluding

legal and regulatory

risks and conslraints, role and

responsibility of the direclor as per

the Companies’ Crdinance, including

Code of Corporate Governance and
any other ragulatory laws applicable
n Pakistan along with an averview
of the strategic

plans, marketing

analysis, Forecasls, budget and 5 year

lans etc

ousiness p

DIRECTORS  TRAINING
PROGRAM

All directors are professionals and
senor execulives who possess wide
axperience and awareness al dulies
Nevertheless, training

of Directors
and orientation courses are an
ongoing process and the Company
ntends lo comply with the Director’s
training and orientation courses as
required by CCG and completion of
certification in the succeeding year.
In this regard, the Company will
subsequently ensure enrollment of
all its directors for Directors Training
Program from a recogmzed institute
that meels Lthe criteria specified by
the SECP. Furthear, the Direclors have
also provided declarations that they
are aware of their duties, powers and
responsibilities under relevant laws
and requlations

ISSUES RAISED AT LAST
AGM

No issues were raised al the last

annual general meeting of the

Comupany.

TRANSACTION / TRADE OF
COMPANY'S SHARES

Board has reviewed the threshold for
disclosure of interest by executives

ended June 30, 2C
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holding of Company's shares which
includes Chief Executive Officer,
Chiet  Operating Officer, Chief
Financial Officer, Head of Internal
Audit and Company Secretary

However, the none of the Directors or
executives including Chief Executive
Otficer did not make any transaction
in Campany's shares including their
spouses and minor children,

REVIEW OF RELATED
PARTY TRANSACTIONS

In compliance with the Code of
Corporsle Governance and applicable
laws & regulations, details of all
related party transactions are placed
before the Audit Committee ang upon
recommendations of

the Audit Committee, the same are
placed before the Boargc for review
and approval

QUARTERLY AND ANNUAL
FINANCIAL STATEMENTS

Periodic financial statements of the
Campany during 2015 were circulated
to directors, duly endorsed by the
CEO and the Chief Financial Officer,
Quarterly financial staternents of the
Company, are approved, published
and circulated to shareholders an
timely basis. The annual financial
statermments have been audited by the
axternal auditers and appraved by the
Board and will be presented to the
shareholders in the Annual General
Meeling for approval. Other non-
financial informatian to be circulated
to governing bodies and other stake
holders were also delivered in an
accurate and timely manner.

AUDITORS

The present auditors af the Campany
M/s. Fazal Mahmood & Co., Chartered
Accountants audited the financial
statements of the Company and have
iIssued report to the members. The
auditors will retire at the conclusion
ol the Annual General Meeting. Being
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eligible, they have affered themselves
for re-appointment. The Board has
recommended the appointment of
M/s. Fazal Mahmood &Co., Chartered
Accountants as auditars tfar the
ensuing year, as suggcsted by the
Audit Committee, subject lo approval
of the members in the forthcoming
Annual General Meeting.

PATTERN OF
SHAREHOLDING
During the vyear, the Sponsor's,

Directars and Executives ot the
Company held the fallowing number
of shares:

Sponsors / Directors Bz,041,053
Directors 100
Fxecutives Nil

Detailed patlern of shareholding of
the Company in accordance with the
Companies Ordinance, 1984 and Code
of Corporate Governance as al June
a0, 201515 annexed,

QUALIFICATION OF CFO
AND HEAD OF INTERNAL
AUDIT

The Chigt Financial Cfficer and
the Head of Internal Audit possess
the requisite qualifications  and
experience as prescribes in the Code
of Corporate Governance

WHISTLE BLOWING POLICY

As part of our firm commitment to
highest standards of sthical, maral
and legal business conduct and in
line with our policy lowards open
communicatinn, we have davised
a transparent and effective whistle
blowing mechamsm for sounding of
alerts against deviations from policies,
controls, applicable requlations, or
violation of the code ol professional
ethics / conduct, The aim is to pravida
an avenue for employces to raise
concerns and reassurance that they
will be protected from reprisals ar
victimization for whistleblowing.

The Whistle Blowing Policy s
applicatle to  zll  employees,
management & the Board and
extends to every individual associated
with  the  Company including
contractors,  suppliers, business
pariners and sharenolders elc., who
can participate effectively and in
confidentiality, without fear of reprisal
Or repercussions.

IT an employee has a reasonable
belief that anyone has engaged in any
action that violates any applicable
law, or regulation, the employee is
required to report concerns directly
te immediate supervisors, However,
where reporting lo supervisors is
impracticable, the level may be raised
tc the senior management. The policy
has been designed to encourage all
stakeholdars to raise guestions and
concerns, moniter the progress of
resultant inquiries, provide feedback
and where required, also wvoice
concerns against any unsatisfactory
inguiry or proceeding.

The Policy covers unethical conduct,
offence, breach of law or faillure to
camply with legal obligations and
possible fraud / corruption. Due
gmphasis has also been placed on

health, safety and environmental
risks.  Inappropriate or malicious
reporting  leading  to  wrongful

convictinons  have been specifically
forbidden, with clear definition of
conseguences for the persons making
wrangful accusations

No material incidence was reported to
the Audit Committee during the year
regarding improprieties in financial,
operating, legal or other matters.

HUMAN RESOURCE
MANAGEMENT

Humean Resource Management [HRM|
is an integral part of our business
strategy. The Company fosters
leadership, individual accountability
and teamwaork.



The main abjectives of the Company's
HRM policy are-

*  Selecting the right person, with
the right experience, at the
right time and offering the right

compensation

+ Developing Management

philosophies and praclices
tc promate Jnd cncourage
motivation and retention of the

best employees

e Recognizing and  rewarding
emplayees’ contribution te the

Qusiness.

e fostering the concept of team

work and synergetic efforts.

* FEncouraging and supporting
team concepts and team building

lechnigues.

¢ Nurturing a climate of open

cammunications between
managemenl and employees.

. Making all reasanable efforts to
achieve 2 high quality of work-

ufe balance

SUCCESSION PLANNING

The Company believes in proaclive

approach towards succession
planning. We recruit employees,
develop their knowledge, skills,

atilities, and prepare them for

advancement or promotion into ever
more

challenging roles. Rigorous

succession  planning 15 alse  in

place throughout the arganization

Suceession planning  ensures that
employees are constantly developed
to fill each neceded role. We look for
peaple who exemplfy continuous
improvement when we are spotting

fulure successors.

The desired results of the succession

planmng program are to:

e ldentify high-gotentizl employees
capable of rapid advancemenl to
positions of higher responsinility
than those they presently accupy

*  Ensure the systematic and long
term developmenl ol individuals
to replace key job incumbants as
the need ariscs due to deaths,
disabilities, relirements, and

other unexpected losses

conlinuous  flow of
talented people to meet the

e Provide a
organization's management
needs.

e Meet the organization’'s need to
exercise social responsibility by

providing for the advancement of

protected labar groups inside the
organization

SOCIAL AND
ENVIRONMENTAL

RESPONSIBILITY POLICY
The Social  and
Palicy

recognition  that

Enviranmental

Responsibility reflects  the

Company s there

i1s & slrong, posilive correlation

between financial performance and

corporate, social and environmental
respansibility. We are committed
to act responsibly towards the
communily and environment for our
mutual benehit

Qur Social and Environmental
practices have been elaborated in the
section relating to Corporate Social
with the

Responsibility’, following

distinct features:

. Community investment & welfare
schemes

» Rural development programs

¢ Corporate Social Responsibility

¢ Environmental nrotection

measures
. Occupational health & safety

s  Businessethics & anli-corruption

measures
* Consumer protection measures
*  Energy conservation
. Industrial relations
*  Employment of special persons
. National cause donations

« Contribution to National

Exchequer

INVESTORS' GRIEVANCES
POLICY

Inveslor complaints

voice of

queries and
constitute an imporlant
Investor, and this policy details

grievance  handling  through a

f -
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structured grievance framework.
Grievance policy is supporled by a
review mechanism, to minimize the
recurrence of similar issues in future.
The Company's Grievances policy
follows the following principles:

* Investors are treated fairly at all
times,

* Complaints raised by Investors
are dealt with courtesy and in a
timely manner

* Investors are informed of
avenues to raise their queries
and complaints  within  the
organization, and their rights if
they are not satisfied with the
resolution of their complaints,

* QGueries and complaints are
treated efficiently and fairly.

*» The Companys employees
work in good faith and without
prejudice, towards the interests
of the Investors.

STAKEHOLDERS’
ENGAGEMENT

The  development of sustained
stakeholder relationships is
paramount ta the performance
of any company. From short term
assessments  fo  longer lerm
strategic relationship buillding,
‘Stakeholders’ Engagement’ lies at
the care of our husiness practices to
promote improved risk management,
complbance  with  regulatory  and
lender requirements in addition to
averall growth of the Company.

Our stakeholders and how we engage
them

Below is a list of our stakeholders, why
they and their concerns are important
and how we engage with each group.
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Stakeholder group Why are they important

Mrovide markets for our products

Customers Fraovide revenue without which the business could not

function

Intagral to delivery on our strategic objectives

Frovide skilled labour ta produce and market our

Employees produets

fur most important and valued ambassadors

' Develop legislation and policies that impact the

environment in which we operate
Government - . _
Have the ability to grant or revoke licenses necessary

lu vperste

We are accountable to sharehelders who axpect

Sharcholders returns on their investments

Influence decisions taken by the board
| bbbl
Lirectly influence raw material and other input costs

Supgpliers | Reliable delivery impacts our ability to deliver

customer needs and expectations

Live in the vicinity of our operations, their environment
and employment opportunities being directly impacted

) by our business
Lecal communities T =
Direct beneficiaries of our corporate social

investments and economic opportunilies presented by
| our operations

Bankers | Fravide financing for our prajects

Has the polential to influence public perception and

Media & analysts hrand reputatian

The frequency of engagements is based on business and corporate requirementls
as specified by the Code of Corporate Governance, contractual obligations or on
requiremeants basis.

INVESTORS' RELATIONS SECTION ON WEBSITE

Delailed Companyinformation regarding financial highlights, investarinformation,

share pattern/value and other requisite information specified under the relevant
regulations, has been placed on the corporale website of the Company, which

i updated on reqular basis In order to promote investor relations and lacilitate !
access to the Company for grievance / other query registration, an ‘Investors’
Relations’ section has also been introduced on our websile www.mughalsteel.

com.




INFORMATION
TECHNOLOGY

IT GOVERNANCE POLICY

At Mughal Steel wa are strongly

committed in continuously explering
the prospects of implementing the
best and latest IT technologies and
infrastructure to enable efficient and
timely decision making, in addition
to econemizing on the costs related
to uperating snd decisicn making

processes.

We have a properly documented and
molemented 1T Governance Policy
to dehne the IT governance scope,
and its roles and recponsibilities. |T
Governance policy consists of the

following:

* Providing an argamzed decision
making process  around (T

investment decisions

« Influencing  development  and
design of technology services,
policies and solutions.

«  Promaoting governance,

fransparency, accountability
and dialogue about technology
that facilitates effective strategy

adoption

*  Ensuring compatibility

integration and avoiding

redundancy
¢« Maximizing return on technology
investment and

spending

controlling

*  Securing the Company’s data

«  HKeeping the IT function proactive
lrom an innovation perspective,
praviding ideas to the business,

* o cregte a culture of paperless
environment within the Carmpany.

REVIEW BY THE BOARD
OF BUSINESS CONTINUITY
& DISASTER RECOVERY
PLAN

The Company’ Business Continuity &
Disaster Recovery plan is regularly
reviewed by the Board of Directars
lo ensure that critical business
functions will be avalzble to all
the stakeholders thal have access
to thosc functions even under
extraordinary  circumstances  and
includes measures and arrangements
 ensure the continuous delivery
of cntical services and products,
which germits the orgamization to
recover its facility, data and assels,
identification of necessary resources
lo  supporl  business  continuity,
ncluding  persennel,  information,
eqguipment, financial sllocations, legal
counsel, infrastruclure protection
and  accommodations  in such
circumstances,

The primary activities of the Board
for the execution of the plan include
but not limiten to developing and
maintzining a formal plan that s
responsive to the Company s business
needs and operaling environment,

ensuring that tha business

sun
384

continuity recovery team includes
representatives from zll business
unils, providing ongoing business
corlinuity training to all employses
including the executive management
and the board, ensuring that thorough
current business impact analysis and
risk assessments are maintained and
ensuring 2 centralized execulive
view of the business continuily plan
and programs.

POLICY FOR SAFETY &
SECURITY OF RECORDS

Safety and security of IT data /
record is ensured through effective
implementation of the Company's
policy lor "Safety of Records which
includes access controls by way of
security  codes/passwords  etc., in
addition to establishment of on-site
and remote reserve sites to maintain

real-lime backup of all primary data

/
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CORPORATE
SOCIAL
RESPONSIBILITY

THE SUSTAINABILITY
CHALLENGE

2010 was a year in transition and we
have some exciling new developments

ta share, In this report we present a
new framework, focusing on various
sustainable development outcomes
work to achieve. Over the
course afb 2015, we worked hard to
develop these, looking at what is
material to us and wviewing these
issues through the lens of long-term
social and environmental lrends as
well as the current operating context

we will

of our business,

As you will
the starl of our journey towards
achieving our outcomes, but we are
energized about their potential to
generate sustainability and business

see, we are only at

improvements.

CORPORATE / SOCIAL
RESPONSIBILITY

The aim is lu become a Company that
15 accepted by the saciety. Throughoul
our business process, we impact the
society in many ways, striving lo be a
good corporale citizen and believing
in qiving back to the society. For
community investment and wellare,
the Company acknowledges ils
responsibility towards society. Giving
away our share of kindness is not a
part of a philanthropic endeavor, bul
a larger social responsibility that the
society itself has entrusted upan us,
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Throughout our business process we
qladly look for ways through which we
may extend a helping hand towards
the saciety. In an attermnpt to tulfill this
responsibility we have successfully
launched, social and health wolfare
projects.

Mughzl Steel has beer part of various
projects, the primary one being the
Mughal Eye Hospital [Trust] that
is entirely devoted 10 curtail the
increasing blindness in  Pakistan
lo date it has benefited 100,000
outdeor patients and has conducted
10,000 major surgaries. 15,000 minor
surgeries and 5,000 (aser surgeries,
aporoximately on annual basis,

ENERGY CONSERVATION

The Company s firmly committed
to efficient use of limited energy
resources. In this regard, gas and
elactricity is- being  produced at
Mughal Steel. Further, successful
turnaround in form of
efficient furnaces and rolling mills
have brought desired resulls af
efficient performance in addition
to overall improvement in energy
consumption indices

new energy

The efforts cof the Company for
energy conservation have  also
peen recognized by the Ministry of
Industries, Engineering Development
Board, FPCC) and cother industrial
forums of the country particularly for
its contribution to energy efficiency
measures

ENVIRONMENTAL
PROTECTION MEASURES

The praduction of steel 18 grossly
dependent on large amount of coal

feedstock that releases clouds af
carbon emissions In Lhe
atmosghere. Clean coal technology is

dioxide

an efficient technalagy which reduces
the emissions of Sulfur Dioxide and
Nitrogen Dioxide resulting in plant
efficiency.

During 2014, Mughal Steel mat
another  milestone  through the
induction of clean coal technology. The
Company is the pioneer in augmenting
the utilization of coal gasification also
known as the clean coal technology
ntroduced in the industrial seclor of
Pakistan. The coal gasification not
only vyields efficiency in production
and reduces the operating cosl, but
also accredits the campany in fulfilling
its  slrong towards
environmental  suslainahility,.  This

commitmant

has further strengthened the mage
of Mughal Steel as an environmental
sensitive company that operates in
compliance to the international health
and environmental standards which
has encouraged the company lo invest
in the clean coal technology.

COMMUNITY INVESTMENT
& WELFARE SCHEMES

The Campany has a strong tradition of
good cammunity relations. We believe
that investing in our communities
is an integral part of our social
commitment to ensure the sustaincd
success of the Company. We am lo
ensure that our business and factory
have the resources and support lo
dentify those projects, initiatives
and partnerships that make a resl
difference in their communities anc
thal mean scmething to employees
and  their  families Wedding

ceremonies  are  arranged  for




ndividuals of the
Educational

alsc are given to necdy students who

underprivilened
socicty. scholarships
nave shawn praiseworlhy academic

performance.

CONSUMER PROTECTION
MEASURES

The Company takes care and

applies appropriate

manufacture steel products so as (o

procedures to

ensure that no harmtul substances are
present in its products. The Company
has strict policy to contrel any aclivity

which is against the consumer rights

INDUSTRIAL RELATIONS
The

rules and requlations which

Campany has sel procedures

qulate
employment guidance. The Company
has allocated Gratuity and Worker's

Profit Participation Fund for its
The Company

honuses to employees on Lthe basis

employees. also pays

of Campany's profitabiity and also

awards performance incentives to

star performers
Employees are required to ensure
compliance with regulations and the
Company fully recogmizes employee
rights
Hargaining

including the Collective
ICEAL. The

cammitted to provide

Agent
Company 15
equal opportunity to  all existing
and prospeclive employees without
any

rel gion, ;-,‘”dl?l‘ race,

basis of

discrimination on the
age etc. The
Company also

orgamZes rewaras

and recognition rograms for
acknowledgment of wark done by its

employees,

EMPLOYMENT OF SPECIAL
PERSONS

The Company ensures employment of
disanled persons in compliance with
the rules set out by the Gavernment
of Pakistan which 15 2% quota of the

total warkforce necessilaled lo be

allocated to disabled persons

The Cempany has emplaoyed disabled

persons I1n accordance with the

requirement

OCCUPATIONAL HEALTH &
SAFETY (OHS)

We are  firmly committed to
maintaining a sale and healthy
working environment far our
employoces Health  management

involves strengthening our employees’
physical, mental and social wellbeing.
We ensure that occupational safety s
upheld by contract workforce through
Code of Conducl for conlraclors.

A free medical Centre has been
established at site providing medical
facilities to the employees. Keeping

in view the occupational health of
employees, regular first aid and CPR
training programs are conducled lo

ensure safe health of warkers

BUSINESS ETHICS
& ANTICORRUPTION
MEASURES

he Company ensures ethical
compliance with all requlatory and
governing bodies while conducling i1ts

operations

formulated
Code of
“Whistle Hlowing Policy”

ha Company has
various polices ncluding
Conduct’,
and "Policy on Sexual Harassment
effective

The Company ensures

implementation of these polices

through 1ts traiming, management
standards and procedures, with an
aims to develop a disciplined and
constructive conlrel environment in
which zall employees understand ther

roles and otligations

Employees are encouraged lo reporl
kickbacks™ deals
is allowed to run a parallel business

any No employee

NATIONAL CAUSE
DONATIONS

The comgany encourages contributing
to the national cause in the form of

donations to Government Schemes.

CONTRIBUTIONTO
NATIONAL EXCHEQUER

During the year, the Company has
contributed an amaunt of Rs. 300.922
million towards national exchequer in
shape ot taxes, dulies, cess, levies etc.
The Company has also contributed
through earnings of valuable fareign
to Rs. 1.636

exchange amounting

million

RURAL DEVELOPMENT
PROGRAMMES

s working hard to
initiate and sustain rural development

programs
health of the rural population along

The Company
for the enhancement of

with

infrastructure develepment of

the arcas
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MITIGATING EFFORTS
TO CONTROL INDUSTRY
EFFLUENTS

In crder to mitigate the effects of
industrial effluents on surrounding
environment, the Company is putting
forth all efforts for providing healthy
environment  to  employges  and
natives.

ENERGY SAVING
MEASURES TAKEN BY THE
COMPANY

At Mughal Steel our main priorily
is efficient use of lLmited energy
available.
operations of new energy efficient
melting turnaces and re-ralling mills
have contributed towards ctficient
performance in addition tc overall
improvermnent in gnergy consumption

FUTURE
PROSPECTS
/ FORWARD
LOOKING
STATEMENT

The growth and profitability of the
Company 1s dependent upan a
number of external factors such as
economic  developmeni, political
slability, consistent economic policies
with improved law and arder situalion
of the country. The year under review
was by far the best performing year
in the history of the Company. The
Company successfully manayed to
achieve its desired objectives in terms
ot growth, innovation, profitzbility,
efficiency and governance, The trend
is expected lo remain consistent in
the upceming period as a result of
increase in demand of steel for public
sector projects like small dams, roads
and bridges together with increase
inconstruction  activities in the
private sector giving a boost to steel
consumption.

resources Successful

48 \ Mughallron & Steel Industries Limited

The Company's growth strategy has enabled it to keep investing in opportunities
which would continue to bring in scale of economies and energy efficiency
resulting in increase shareholder value in the years to come. The initiatives of the
Government which include infrastructure development across the country will
continue to be fruitful for your Company. The key aspiration for the management
in the years to come will not anly to maintain the current performance standards
nut to add more feathers to the consistent track record of the Company.

The Company's export sales might decrease as a result of fall in export rates
which may marginally aiiect exports. However, increase in local demand could
nullity the ill effects of fall in exports. Further, local sales is also expected to
increase as a resull of infrasturture development due to Pak-China Economic
Corridor.

Efficiency and cost reduction effarts continue to be the main focus in all
operatiocnal areas and the Company has adopted varicus strategies to reduce
cost including use of alternative fuels and optimized operations of the plant

[he Haoard 1s commilted to grovide sustained returns lo gur shareholders, In
addition to maintaining cur repulation for good gavernance.

ACKNOWLEDGEMENTS

The directors endorse the contents of the Chairman and Chief Executive Officer’s
message.

The Board expresses its gratitude tor the eftorts of all its employees, executives,
workers and stakeholders which enabled the management to run the Campany
smoothly throughoul the year. It is expected that the same co-aperation would be
forthcoming in future years

0On hehalf of the Board

Mirza Javaid Igbal

Lahare: September 30, 20115 Chairman of the Board




ABSTRACTUNDERSECTION 218(B)OF THE COMPANIES
ORDINANCE, 1984

Pursuant to the provisions of Section 218(b) of the Companies Ordinance, 1984, the members of the Company are notified
that the Board of Directors in their meeling held on December 09, 2014 has approved Lhe following remuneralion packages
af helow mentioned directars we t July 01, 2014

Name Designation Remuneration / Benefits

) Chairman / Non- Rs. 450,000/- per quarter salary along Director with
Mirza Javaid Iqbal iy
Exezutive Director reimbursement of expenses, if any

i - . Rs, 500,000/7- per month salary with company maintained car and
Khurram Javaid Chiet Executive [ [irectar
reimbursement of expenses, if any

Rs. 500,000/ pe ith ry with compar aintained car and
M. Mubeen Tarig Mughal  Executive Direclor 0.0 per moth salary with company maintained car an

reimbursement of expenses, if any

= Reimbursement of expenses along with meeting fee of Rs.
Dr. Salman Ali Shah Indecendent Direclor fenian S Sl -
9,000/ - per meeting

Rs. 450,000/- ger quarter salary along with reimbursement of

Jamshed lgbal Non-Execulive Director

expenses, il any.

Rs 450,000/- per quarter salary along with reimbursement of
Fazeel Tarig Mughal Non-Executive Director i e ERE e T
- expenses, il any.

> Rs. 450.000/- per guarter salary along with reimbursement of
Maleen Jamshed Non-Executive Director
expenses, il any,

The above remunerations shall be subject to such increments, bonuses, adjustments and other enlitlements as may be
granted from time to time by the Board of Directors of the Company and/or in accordance with the policies and the service
rules of the Company for the time being in force. The above direclors who are also shareholders have interest to the extent
of their respective remuneration / benetits ta which they are entitled

Further, Mr. Mirza Javaid resigned from offlice ol Chiel Executive Officer while in his place Mr. Khurram Javaid was appointed
as Chiel Executive Ctficer for the remaining term. Mr. Fahad Javaid has resigned from the office of directorship as the
execulive direc

“tor and in his place Mr. Mateen Jamshed has been appainted by the Baard of Directors as non-executive

diractor of the Company with effect from September 03, 2014 for the remaining tenure.

Annual Report ‘o the year ended June J0, 2015
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HORIZONTAL ANALYSIS

2015 15vs 14 2014 16vs 13 2013 13vs12 2012 12vs 11 2011 Mvs10
Rs. in 000 % Rs._in ‘000 % Rs. in 000 % Rs.in '000 % Rs_.ll'l_'gll_ %
Total equity L1 fdi 10157 1833,024 90.02 40,509 PR T34, 1% 17.0¢ 427,308 100.00
Tt P curront bl les 14,160 {38.50] 1,552,070 10,14 1,500,230 2738 175,726 0E 381,458 100,00
Total current liabil sies AR B8z 3.618,328 138.00 152027 |28.48 2138 T 1,947,245 o 0o
Total equity & liabilities ¢34 e R B IR 111 4133953 35335 290N 10000
Totil non-cuoreant assats $87 7.386,182 179% 2448507 it 1831084 B 1034605 100.00
Total current assets 8487 £.387.030 7480 1.526.5"° [30.141 2182269 Tet 1,961,408 0000
Total assets gu 7,073 7827 39aEDTE 1181 i._:li':_vh:i_ a555  29%0n 0

Profil and Loss Account

Sale

Cast of Sales

Gross profit

Distr oubion cost
Administrative eapenses
Other charges

Other cparating rcome

Profit from operaticns
F nance costs
Prafit before taxation

Taxaticn

Profd after taxation

132

1657

E:H

54T
St 6%

v g
1 ER

150,850

5200

¢!

20¢

r Y
18510 331 35890
TI540 B4 M

sar]  ow| vl
7475 08| sasic
8,181 1y o075

I5.529) orl| e .
o704 W 5%
77583 1 2
R2IT 132 134 3%
" 24,565 014 e
13,061 12 441 2118
127,651 019 104,866

2151 300689

2258 2760,1 2

na 208,771
184 Tbd |

|

1033 51,514
| 457

o380 (20435

0.08 45,597
311 26,7
nml 151 50
0a7 EE L&
[Rail 25,760
158 41705

*00.00
“00.00

0000

100,00
100,00
100.00
100.00
100.00
100.00
oo
10000
100.00

100.00
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VERTICAL ANALYSIS

2014
Yo Rs.in 000 %

2013
Rs.in'000 %

2012
Rs. in D00 %

2011
Rs. in '000

%

T 1, | A
3 rer § Y | & 11,450
e NG
Total equity & Liabilities 130,00 VAR 00 i 3947010 190,60 1 10
| 1nf el | 1,851 684
1 i 1!
Total assets 100,01 ; i i phb 118 0L 2401
1] ) K0 (%
yale T 11 7
Gross profil 1
tributior cest 1 1.
irgs i G

Predit from operations 87 ¢ g 11 Z7E 63 T.05 20k

Profit before taxstion g4 39763
Taxal 20 10 A, 77 L o .08l

Profit after taxation

Annual Reporl lor tne year enda
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SUMMARY OF CASH
FLOW STATEMENT

2015 2014 2013 mz2 201
Cash generated from / [usec m| woeratians 4B 439 11,508,589) 160, 87¢ 533,284 249 BaY
Long term security depesits [ 561 [857) 22446 (25,390
Finance cast paid 1347 323 [205,149] 164,327 159 854 [10&,930
Workers' profit particpation fund gaid iL.928 (6,141] 16,080 [3514] -
Relirement benefits paid [384] - = -
Profil received - 1,018 =
Inceme tax paud [116,414 £3812 [43,545) [114,£40]
norease in long-term loans to emolovees - - -
Net cash generated from operating activities ' 11.834.1391 oi5:801 |785,520] 1,677,360
Payments for capital wark in progress - 1503.87¢) (364,054 1339.0351
sale proceeds from dispesal of short term investments 22,407 - -
Helc-to-matunity” investments made during the year  net - - -
Profil received on “held-to maturity” invesiments i; - -
Séle proceeds from disposal of available 1or sale investimerts 438 [14.607) (7,800)
Paymeants far capital expenditure & B0A [318,54%11 (134187 1497 832) 125,943
Payments to acquire long term investments - - 1,000
Froceeds from disposal of pruperty, olant & equipmeant - - 2,000
Net cash used in investing activities ] JU¢ |518,257] 1617 6741 [§74,583] [362,798|
Long term linancing - net i i ¢37,493 {44,718) 74,521 268,325
Long term loans fram related partias - net 405,796 731,339 138,795
Share issue Lost [1,501] 87.417 -
Shart term purrowings -net 10054 1,630,790 1,070,950 1,322,907 460,251
Proceeds from issuance of crdinary shares - - -
Net cash used in financing activities e32.579] 2,266,763 1,518,345 2,148,767 047,375
Netincrease / decrease in cash and cash equivalents 4?94 (87,609 336,720 (10£,310] 36,160
Cash and cash equivalents at the beginming of the year 38 424.727] 11.303.11¢l 124,101 B2 941
Cash and cash equivalents at the end of the year (s 1512,331) [946,99¢) 12,791 124,101
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COMMENTS ON FIVE
YEARS ANALYSIS

COMMENTS ON
HORIZONTAL ANALYSIS

Balance sheet

Total equily showed an Increasing
trend fromyear 2011 due to continuous
improvement in profitability of the
cempany on account of increased
sales revenue and further injection of

equity.

nan-current  liabililies and
lizbilities also  showed
decreasing trend from year 2011
mainly due lo repayments of long-
term loans over the pericd and
sffective management ol
term borrowings due
profitability.

Total
current

short-
to enhanced

Profit & Loss Account

Turnover increased aver the years
from 2011 to 2015, due to increase in
sales prices and sales volume.

Prefit has been remarkably
increased  over the years due lo
ncrease in margins on account of
hettersale prices and cost efficiencies.
However, gross profit decline in 2015
due to imposition of requlatory duty
on import of billet,

Gross

Finance cost has shown Increasing
lrend mainly due lo increase in
vorking capital requirements and debt
financing of capital expenditure

mpraved on
margins and

Profit betore taxation
account of increased
sale revenue

Profit after taxation decreased in
current year as compared ta previous
years mainly due related deferred tax
provision.

COMMENTS ON VERTICAL
ANALYSIS

Balance sheet

Debt Eguity Ratio showed conlinuous
improvement over the vears as
the Company's cquity share was
ncreased over the years due to
nigh  prafits
margins and reduction in debts an
accounl of repayments,

on account of better

A continuous improvement in ligu dity
positicn of the company cbserved
over the years. Current assels were
70% of total assets of the company in
year 2013 as compared to 59% in year
2014, Current ratio has imgroved to
1.20 in year 201% which was 0.99 in
year 2011,

Profit & Loss Account

Gross profit Y“age increased to
10.4%% in year 2015 which was
lowest in year 2011 ie. 8.87%. This
growth over Lhe years was mainly due
to Increase in sales prices, effective
mix of local and export sales and
various cosl efficiency measures.
However, gross profit decline in 2015
due to impesition of regulatory duty
on import of billet,

Net profits of the Company has
ncreased from 1.39% in year 2011 to
5.89% in year 2015 due to increased
GP margins

Profit after tax slarted improving
from year 2012 and highest net
profit %age was 6.54% in year
2014. However, in year 2015, net
profit “sage declined due to provision
of deferred taxation and imposition of
regulatory duty

COMMENTS ON CASH FLOW
STATEMENTS

Net cash generated from operating
activities showed a mix trend during
five years. However, 2015 cash
generaled from operations amounted
to Rs. 1715556 million mainly
due lo improving profitability on
account of increased sales volumes,
improved retention and efficient cost
management

Net cash used in investing activities
depicted cash utilization on account of
tixed capital expenditure. Moreover, in
current year fixed capital expenditures
Increased mainly due to procurement
of new furnaces. The trend depicts
managements strong focus on re-
invesiing in the Company to refuel it
growth and expansion ideology

Net cash used in financing activities
exhibited an increasing trend on
account of repayments aof debt
payments in 2015, Cash & cash
equivalents also showed a mix trend
over the vears.
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ANALYSIS OF
FINANCIAL RATIOS

Profitability Ratics

Gross profit ratio 10,45 17.19%
Net profit to sales 50% 6 54%
EBITDA margin to cales } 52 11.99%
Ogperating leverage ratio 07 235
Return on equity ¢819 21 8%
Return on capital emploved ™ 12.62%

Liquidity Ratios

Current ratio Z taé
Quick / Acid lest ratia 1.8 0.35
Cesh lo current Liablitiee 07 0.03
Cash flow fraom ooerations to cales 14 10.31)

Activity / Turnover Ratios

Inventiory turnover ratio &3.59 17,44
N2 of days in Invertory 2093
Dabtor turrover ratio 25,70 1350
Ne. of days in Recaivables 4 27.04
Craditar turnover ralio El 3.15
No. of days 1n payzbles 12598 115.74
Total Assals turnover ratio (RIP 0.8
Fized assols turnaver ratio 73 208
Operating cycle 15683 [67.74)

Investment / Market Ratios

Earnings per share B L
Price sarnings ratic 93 =

Market vzlue per shars

Closing b, 24
- High 59 31 -
- Low Jee -
Break up volue par shars 5 1637

Capital structure ratios

Finantial leverage ratio 1) 8¢ 2.59
Wewght=d average cost of dzbt 01 0.0%
Debt ta equity ratio i 100
Interest cover ratic 283
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COMMENTS ON
RATIO ANALYSIS

PROFITABILITY RATIOS

Profitability ratios depicted improved trend due to improved sales prices, increased sales revenues and improved cost

efficiencies Inyear 2015, sales grices faced decline to which there was decrease in the overall gross margin ratio as
compared o previous years, howaver, and decline in szles price would be covered by improvement in cast efficiency
meazsures being adopted by the Company. Further, imposition of regulatory duty also resulted in fall in gross margin in

2015

LIQUIDITY RATIOS
As prices and sales volume increascd, Liquidity position of the Company improved and resulted in better cash flows
herefore, ratios started improving from year 2011 and ended in much better conditian in 2015 as compared to year

2011

INVESTMENT / MARKET RATIOS

Farning per share increased from Rs 1.42 in 2001 to Rs. 8 12 in 2015 mainly due to increased turnover and improved
margins. The market value of the Company’s share and its breakup value continued to increase due to better operational

and linancial perfarmance of the Company.

CAPITAL STRUCTURE RATIOS

The ratios started to improve with passage of time due to repayment of debts resulted and injection for further equity.

ACTIVITY / TURNOVER RATIOS

The ratios depicted a mix trend, with inventory and receivable ratios showing improvement as compared lu payables ratios

which increased slightly from previous year.
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DUPONT ANALYSIS

Year Returnon Equity Multiplier Returnon Total Assets Profit margin
Equity [Equity (Avg Assets Assets Turnover [Pre tax
multiplier * / Avg Equity) [Sales / Avg profit / Sales)
Return on Assets
Assets)
E=CXD D C=AXB B A
2015 27 3.41 E 1.32 6%
2014 35% 4.85 THa 1.08 7%
2013 15% 4,76 3% n.vg 3%
202 16% 515 3% 1.04 3%
2011 11% 2.95 4% 1.6& 2%

Following are the main DuPont analysis highlights:

1] Operating Efficiency of the Campany measured in terms of prolit margins showed increasing trend mainly due to better
cost control measures including commencement of direct rolling for bar re-rolling mill and centinucus reduction in
finance cost on account of debt repayments. However, the profit margins in 2015 were effected due to requlatory duty
on import of billel.

2] Assets turnover of the Company has impraoved due to increasing revenues by using the Company's resources mare
efficiently

3) Return on Assets i.e. the combined effect of lhe above two factors also showed the continuous improvement in
profits earned vn assets

4)  Equity Multiplier improved due to better continuous equity irmprovemnent on account of better profits cver the period.
However, fall in the current year was mainly due to injection af fresh equity

Conclusion:

Overall DuPent analysis depicts improvement in the overall performance of the Company. From year 2011 to year 2014, Return
on Equity has increased. However, in ygar 2015 return on eguity declined mainly due to injection of fresh equity.

*» DuPont Graph

20

Percentage
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KEY OPERATING

2015 2014 2013 2012 20n

Quantitative data [M.Tons

Praduct on 157503 nh 288 70,600 hh 437

Sales 5,972,673 452851 3,657,422 1006891

Lacal Sales
Esport Sales £ T OLS K34 2419069 7.779.299 1,982,283

Total Sales , 5.372.473 3,928,514 3657422 3,006,891

Praofitability [Rs.}

Gruss profi 727877 374,540 798,519 26871
Prefit belure taxation 5 327430 | 24,545 65 445

3 123,760

Provisian to taxahen

Profit after taxatian .31 127,661 104,894 41,705

Fixed assets ! iH 2,423,557 1,834 918 §95,384
Uiher non cutrent assets 13,007 20,950 14,7664 25,597

2 EBL 387 244k 507 1,851, 664 1,020,981

Current assets 41 4 18%.33¢% 1524 511 2.182,24% 1,947 406

Currant Liabilities - 3,618 325 2,120,821 1,987 245

Net warking capital ! 7B sk 1044750 4,306,102 3,508,651

Capital employed 3.455.3%9% 7 448,739 1210120
Less; Non current Habillies i 1,652.320 1,500,230 175,926 381,458

P44 509 734,184 5271308

Shareholders equity

Shere zanital 820,412 586,396
Revorus reserve 128,687 148,599 41,704
Shara premium - = = -
Ceptal reserve = : =
Equily purlion of spansor sharebalders logn -

B9 07% 734,995 428,700
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STATEMENT OF
CASH FLOW
DIRECT METHOD

Rupees ) 20158 2074

Cash flows from operating activities

Cash receipt from customers 12.073.025.430 6,218,178,088
Cash paid to suppliers and employees B 726,634 839 7726767130
Cash generated / [utilized) from operations 346,438,792 [1,508,589.042)
Increase in long-term luans ta employees 722,370 =
Increase in lonig-term deposits sl 560,530
Relirement benetits paid 1.927,135 | | (383 b44) |
Finance cost paid 1347,322,77¢ 1205,149,263]
Workers' profit participation fund paid ! 2c, 72 908) | (6,161,494)
Incorme lax paid 260,106, B¢ 0 16.&16.&21]

B - 2807008 (327.550,265]

Net cash generated from / (used in] operations 715,558,791 (1.836,139.307!

Cash flow from investing activities

Capital expenditure incurred (514,407 409) 1518,450,H67)
‘Held-to-maturity” investments made during the year - net b24 670 438] -
Profit received on "held-to malurity' investments SR, 3 =
Proceeds from redemption of ‘available for sale” investments £38.400
Proceeds fram sale of property, plant & equipment 17091 =
Net cash [used in) investing activities 11.033,063,6531 (518,252,469]

Cash flow from financing activities

Long-term financing - net A70,176,904] 637,493,498
Share issue costs L2 .BY9.8% 11,501,2001
Proceeds from issuance of ordinary shares YZ9.900.000 -
Short-term borrowings - net B B Jauzee?l 1,630,790,427
Net cash (used in] / generated from financing activities Gl B79,397 2,266,182,125
Net decrease in cash and cash equivalents 4% W14 34 (87,609 .051)
Cash and cash equivalents at the beginning of the year B B _1512,330.9% 424,721,871
Cash and cash equivalents at the end of the year 462,414,581 (512,330,922]
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RESULTS REPORTED IN INTERIM
FINANCIAL STATEMENTS AND

FINAL ACCOUNTS

Turnovar 1,709 0¢1 -
Gross profi 272103 15.92%
Operating profit 236,700 153.74%
Net proft before tax 128,750 7547
Net prefit after tax
130,894 7.£5%

2543472 175%
Ceht: Fouily Hato

T 457715

3,433.501 |z

Current ratio » LA A0
| H,.0%3.4

Annual

Full year
Rupees in 000"

7746, 7RI 2045 . | |
512905 5.43%
477,642 5.99%

T17%

I - )

4,272.300 5,811.%; |

ANALYSIS OF VARIATION IN RESULTS REPORTED IN INTERIM FINANCIAL STATEMENTS

WITH THE FINAL ACCOUNTS

3 Months Ended September 30, 2013

Gross profit ratio far the Jst Quarter was 1592 % as

comazarad to annual GP of 10.4%%, mainly due to higher
margins in export sales in st quarler as compared ta last
guarter. The grass profit in the lasl quarter was affected by

fallin sale prices and sffect of regulatory duty.

Operating profit was 13 74% as compared to 8.78% in annual
mainly due to regulatary duty and fall in sale prices

Net profit before tax was 7.54% as compared to annual
5.92% mainly due to low GP % in annual.

Nel Profit After Tax was 7,66% as campared to 5.89% in
annual due to provision for deferred taxation

Debt Equity Ratio was 175% in first guarter as compared
to 30% in annual, mainly due to increase in equity and
repayment of debt in annual.

Current ratio remained stable al 1.21 as compared to
annual of 1.20.

9 Months Ended March 31, 2014

Gross Profit Ratio was 11.17% as compared to annual GF of
10.49%. mainly due to fall in sale prices and imposition of

regulatory duty.

Operating Profit was 7.74% as compared 10 8,78% in annual
due to fall in gross margin

r
4

Net Proflit Before Tax was 6.43% as compared lo annual
$2% mainly due to fall in GP margins.

Net Profit After Tax was 5.95% as compared to 5.89% in
annual. Profit after tax declined in annual mainly due ta
provision for deferred taxation.

Debl Equity Ratio was 117% as compared Lo 30% in annual,
mainly due to more repayment of debts in annual, increase

i profits and tresh injection of cquity,

Currenl ratio remained stable at 1.21 as compared to
annual of 1.20

Annual Report fc- the year anded Jure 30, 2015 f



STAKEHOLDERS' INFORMATION

Market Ratios
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Horizontal analysis - Profit and loss

Horizontal analysis - Balance sheet v

v & Liabilities - 2015 Equity & Liabilities - 2014

O O
O o O

Profit and Loss - 2015 Profit and Loss - 2014
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DISTRIBUTION OF WEALTH

/01 ¢ % 2014 %
Wealth generated
Saes 5,972,673 1.00
Qthar operating income 3,683 0.00
5916335 .00
Distribution of wealth
Cost of sales lexcluding emplovees remuneration| 5.105,9C2 085
Distribution, administrative & other 80,443 0ol
To employees as remuneration 171,372 nn3
To Government as taxas 5,770 nan
Ta previcers of finance as tinancizl charges 217,800 noL
Tn saciety 3,384 0.00
Retained wthin the business 390,880 0.7
5.978,336 1.00

Wealth Distribution
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SENSITIVITY ANALYSIS

5 which might effect tha share price Company in the stock exchanges

nay resull in increase in market prices which will contribute towards better profitability and

ncrease in demand of st

Earning Per Share [EPS) , which will ultimately ins rease the sl

r and Raw Material cost] may badly effect the aross

Any increase invaniahle cost (Mair ly includes Furnace
ect the markel price af the share

s and will resultantly fall in the profitatilty and fal

downward

Fixed cast which mainly corsists of Financial C *s, and other overheads. If SEP discount rate goes up,

rupes devaluation occurs and increase in inflaticn happens than net profitab lity of the company will be effected and will

Nave negative effect on the EPS which results into fall in share prices. Il the said factors happen an the nositive sides than

share price will imgprove

FCUHANCT IN 1
MANDE IN GOV

r may effect the share price of the Company. If policy change

Any change in government policies related to stee

posihive than share price will incre: otnerwise vice versa

Annual Report ‘or tie year ended June 30 2



DEFINITION AND
GLOSSARY OF TERMS

GROSS PROFIT RATIO

The relationship of the gross profit
made far a specified pericd and the
sales gr turnover achieved during that
perind

NET PROFIT RATIO

Net profit ratio is the ratio of nef profit
lafter taxes| ta net sales.

OPERATING PROFIT RATIO

The operating profit margin ratio
indicates how much prolit & company
makes afler paying for variable costs
of production.

CURRENT ASSET RATIO

The key indicator ot whether you
can pay your credilors on time. The
relationship between current assets
Like cash, book debts, stock and work
in progress anc current liabilities like
overdraft, trade and expense creditors
and olher current debt,

CURRENT RATIO

A company's current assets divided by
its current liabilities This ratio gives
you a sense of a companys anbility
to meet short-term liatilities, and
15 a measure of financial strength in
the short term. A ratio of 1 implies
adequate current assets lo cover
current Liabilities: the higher sbove 1,
the beller.

1
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DEBT-EQUITY RATIO

The ratio af a company’s Labilities to
its guily. The higher the level of debt,
the mare imoartant it is for a company
ta have positive earnings and steady
cash flow. For comparative purposes,
deht-equity ratio 1s mast useful for
companies witnin the same industry,

PER

EARNINGS SHARE

(EPS]

The portion of a4 company’s prafit
allocated to each outstanding share
of common stock. Earnings per share
serve as an indicalor of a company's
prufitability

PROFIT MARGIN

Determined by dividing net income by
nel sales during a time period and is
axpressed as a porcentage. Net profit
margin is a measure of efficiency
and the higher the rmargmn, the
better, Trends in margin can be
attributed to rising/falling production
custs or rising/falling price of the
gaods sold.

RETURN ON ASSETS

The emount of profits cained |before
nterest and taxes|. expressad as
a percentage of lotal assets. This
is a widely followed meoasure aof
profitability, thus the higher the
number the better. As long as a
company's ROA exceeds its interest
rate on borrowing, 1t’s said to have
positive financial leverage

RETURN ON EQUITY (ROE]

A percentage that indicates how
well common slockholders’ invested
muney is being used. The percentage
is the result of dividing net earnings
by common slockholdars” equity. The
ROE is used far measuring grawth
and profitability  You can compare
a companys ROE to the ROE af iis
mndustry to determine how a company
Is doing compared to its compelilion.

RETURN ON INVESTMENT
(ROI)

Alsu known as return on invested
capital (ROIC), ROl is a measure ol
now  well management has used
the company's resources. ROl is
calculated by dividing earnings by
tola! assets. It is & broader measurs
than return on equity [ROE) because
assels include deht as well as eguity.
It 15 useful lo compare a company's
RO! with others in the same industry

DUPONT ANALYSIS:

A type of analysis Lhat examines
& company’s Return on Equity
(ROEl by splitting it inta three main
campanents; profit margin, total asset
turnover and equity multiplier. This
analysis highlight the main drving
factor of ROE and Lhe factor which
needs to be addressed to improve the
ROE.



REPORT OF THE
AUDIT COMMITTEE

One meeting ol tnhe Audit Committee

during the year 2014-2075

REPORT OF THE
COMMITTEE

. Ihe Audit Committee

proverd the quarter

annual fninancial staraments of

the Company and recaommended

them tor approval ot the B

Directors

« Appropriate accounhing policies
have heen consistently apghead
All core and other applicable
International A counting
Standards  were followed
in  preparaton of  financial

statements of the Company on

present  fairly the state of

cash flows and changes in
xquity of the Company Company, consolidated financia form of share certificates and

statements and the Directors nature ol transaction which

= ""'-‘-t‘l-“"h:.‘q astimates are based Report. They acknowledge then W notified lﬁ"l.c the Company

reasonable  and  prudent responsibility for true ang fair Secrctary to the Board within the

judgment. Proper and a presenltalivn ¢f the Company's stipulated time. All such holdings

accounting records have linancial condition and resulls, have been disclosed in  the

maintained by the pany n compliance  with  regulations Pattern of Shareholdings The

o

accordance with the Companies and appucable accounting Anrual Secretarial Compliance

Ordinance,

standards and establishment and Certificates are  being filed

reporting waintenance of internal contrals ragularly within stipulated hime

and systems of the Company

necds « (Closes pariods were  duly

1o the determined and announced by

- e Audit  Commilttee  has Company Secrelary. All direct o1 the Company, precluding the

reviewed and approved all related ncirect trading and holdings of Directors, the Chief Executive

party lransaclions ¢'s shares by Direclors and ecutives of the Company

% execulives or Lheir spouses from dealing in Company shares,

¢ The Chigef Executive and were nolified in writing to the prior to each Board meeting

“f

have endorsed the smpeny Secretary along with invelving announcement

statements o the the grice, number i shares. interim / final resulls. distribution

o

Annual Report far the year ended June J




ta shareholders or any other
business decision, which could
materially affect the share market
price of Comgany, zlong with
maintenance of confidentiality of
all business information,

The Company's system of internal
control 1s sound in design and
s continually  evalualed for
effectiveness and adequacy.

The internal control framework
has been effectively implemented
through an independent in-
nouse Internal Audil function
astablished by the Board which is
ndependent of the [ xternal Audit
function.

The Internal Audit function has
carricd out its duties under
the charter defined by the
Committee. The Committee has
reviewed material Internal Audit
findings, taking apprepriate
action or bringing the matters
to the Board's attenticn where
required.

The Audit Committee on the
basis of the internal audit
repurls reviewed lhe adeguacy
of controls and compliance
shorlcomings i areas audited
and discussed currective actions
mn the light of management
responses. This has cnsured the
conlinual evaluation of centrols
and improved compliance.

The Head of Internal Audit has
direct access to the Chairman
of the Audit Committee and the
Commitlee has ensured staffing
of  personnel  with  sufficient
internal audit acumen and that
the function has all necessary
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access to Management and the
right to ssek information and
explanations.

Coordinatian hetween the
External and Internal Auditors
was facilitated 1o onsure
efficiency and contribution to the
Company's objectives, including
a reliable financial  reporting
system and comepliance with laws
and regu.ations.

The Chairman af Audit
Commuttee is & Ph.D in Finance
from the HKelley School of
Business Administralion, Indiana
University, USA.

The Augit Commitlee has ensured
that statutory and requlatory
obligaticns  and requirements
of hest practices of governance
have neen met

The external audilors Fazal
Mahmaood & Co, Chartered
Accountants were a lowed direct
access to the Audit Committee
and necessary coordination with
internal auditors was ensured.
Major findings arising from audits
and any matters that the external
auditors wished to highlight were
freely discussed with them.

The external auditcrs have been
allowed direct access 1o the
Committee and the effectivenass,
independence and shjectiity of
the auditors has :nercby beoen
ensured, The auditors attended
the General Meetings of the
Company during the year and
have confirmed attendance of
the upceming Annual General
Meeting scheduled ‘or Cclober
31, 20°5 and have indicated

their willingness to continue as
Auditars

The Audit Committee reviewed
the Management [etfter issued
by the externa. auditors and the
management response thereto
Dbservations were discussed
with the auditors and required
actions recorded,

Agpointment of external auditors
and fixing of their audit fee
was reviewed and the Audit
Committee following this review,
recommended to the Board of
Directors  re-appointment  of
FazalMahmuood & Co., as external
auditors for the yeer 2015-2016.

Dr. Salman Ali Shah
Cheairman of the Audil Commitiee
Lzhore: September 30, 2015



STATEMENT OF COMPLIANCE
WITH THE CODE OF CORPORATE

GOVERNANCE

This statement is being presented to comply with the Code of Corporate
Governance (CCGJ contained in listing regulations of Karachi, and Lahore stock
exchanges on which the Company is listed for the purpose of establishing a
framework of good governance, whereby a listed Company is managed in
compliance with the best practices of corporate governance.

[

Lt

The Company ancourages

representation of independent
nan-executiave directors  and

direclors representing minorily

Board of

Directors. At present, the Board

Interests on (3
includes:-

Independent
Syed Salman Al Shah

Non-Executive Directors
Mirza Java:d Igbal
Jamshed Inba

Fazeel Bin Tarig

Mazleen Jamshed

Executive Directors

Anurram Javaud

Muhammad Mubcen Tarig
.‘.‘-u:;:h",l
The independent directors mee

the criteria of independence

under clause ilb] of the CCG

'he directors have confirmed

that none of them 1s serving as

a director on more than seven

histed companies, including thie

Company
All the resident directors of
the Company are registered as
taxpayers and none of them has
defaulted in payment of any lvan
to a banking Company, a DFI or
an NBFI or, being a membe

of a stock exchange, has been

declared as a defaulter by ithat

stock exchange,

Following casual vacancy
occurring in the Beard auring the
vear 2015 w

by the

as filled up promptly
direclors  within  the
stipulated ime

. Mr Jamshed
of Fahad

Mateen
appointed in glece
Javaid

Khurram Javain

- Mr

appointed as Chief Exocutive

Officer In place ol Mirza
Javaid Igbal

The Company has prepared

a "Code of Conduct and has

cnsured thal appropriate steps
have been taken to dicceminate
t throughout the Company along
with its supporling policies and

procedures

The Board has geveloped a vision

missian  statement, oversall

carporate strategy and significant

A

policies of the Company A

complete record of particulars
ol sigmbcant pelicies along with
the dates on which they were
approved or amended has been
neintained he  Corporate
Strategy of the Company s
reviewed and approved by the

Board along with the annual plan.

o
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All the Boarad

have

powers of Lhe

been duly exercised

and decisions on  malterial
transactions, including
agppointment and determination
of remuneration and terms and
conditions ¢f employment of the
CED and non-executive directors.
have been taken by the Board /

sharehelders.

Allthe meetings of the Board were
presided over by the Chairman
and the Buard met at least once
in every quarter. Written notices
of the Board meetings, along with
agenda and working papers, were
circulated within due time before
the mectings. The minutes of
the meetings were appropriately

recorded and circulated

All directors are professionals
who

cXpenence

and senior executives

poOssSess wide
anc awarcness of dulies of
Cirectors. Neverthelese, traini 19
and orentation courses are
an  ongoing process and the

Company intends to  comply
with the [lirector's training end
orientation courses as required
by CCG and

n the succeeding

completion  af
certification
year. In this regard, the Company
will subseguently ansure
enrollment of all its directors for

Directors Training Program ftam

ended June 3, A

) 4



0.

1

12

13.

14.

15.

16

a recognized institute thar meels
the criteria specified by the SECF
Further, the Wirectors have also
proviced declarations that they
are aware of thei duties, powers
and  responsibilities  under
relevant laws and regulations.

The Buard has ratihed the
appaintment of CFO, Company
Szcretary and Head of
Internzl  Audit, including their
remuneration and terms and
conditinns of employment.

The Directors Report for this year
has been prepared in compliance
with the requirements of the CCG
and fully describes the salient
matters required 1o be disclosed.

The financial slatements of the
Company were duly endursed by
CEQ and CF0 before approval of
the Buard.

Thedirectars, CEC and executives
do not hold any interest in the
shares of the Company other
than that disclosed in the pattern
of shareholding.

Tne Company has complied
with the corporate and financial
reporting requirements of the
CCG.

The Board has formed an Audit
Committee. it comprises of four
membars, three of whom are
non-executive directors and the
Chairman of the committee is
an independent non - execulive
directar,

The meetings of the Audit
Committee sre held at least ance
every quarter prior Lo approval of
interim and final results of the
Company and as required by the
CCG. The terms of reference of
the Commuittes have been farmed
and advised to the Committee for
compliznce.
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17.

20.

21

The Board has formaod a Human

Resources and  Hemuneration
Committee. It comprises four
members, three of whom are

non-executive direciars including
the Chairman of the Commitlee.
The Chief Execulive Officer is
also thc memher of HR&R
Committee, however, doss nat
participate 1n the proceedings
af the committer on mallers
that  direclly rclate to his
perfarmance and cumpensation

I'he Board has sct _p an eftactive
Internal Audil funcion which is
considered suitably qualified and
experienced for the purpose and
is conversant with Lhe policies
and procedures of the Company.

The statutory auditors of the

Company have confirmzd
that they have bcen given a
satistactory raling under the

Quality Control Review program
of Llhe Institute of Chartered
Accountants of Fakistan, that
they or any of the partners of the
firm, thelr spouscs and minor
children do not hola shares of the
Company and thzt the firm and
all its partners are in comaliance
with International Federation of
Accouritants  [IFAC)  guidelines
an Code of Ethics as adoptes hy
the Chartered Accountants of
Pakistan.

The statutary auciturs or the
persons associated with them
have nol been appainted to
provide other services except
in accordance with the Listing
Hegulations and the auditars
have confirmed Lhat they have
observad IFAC guidelines in this
regard

The ‘"closed perod”, prior to
the znnouncement of interim
[/ hna. results, and business
decisions, which may materially
affect the markst price of the

22,

23

company’s  securities,  was
determined and intimidated to
directors, employees and stock
axchangels|.

Mzterial and price sensitive
information has been
disseminaled among all markes
participants at once through the
stock exchange|s).

We confirm that all ather materizl
principles enshrined in the CCG
nave been complicd with

Khurram Javaid
Cruzt xecutive Officer

Lahore September 30, 2015
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GLOGORL PRESENGE
| OCAL FXCELLENCE

FAZAL MAHMOOD & COMPANY
CHARTERED ACCOUNTANTS

REVIEW REPORT TO THE MEMBERS ON
STATEMENT OF COMPLIANCE WITH THE CODE OF
CORPORATE GOVERNANCE

We have reviewed the enclosed statement of comgliance with the best practices contained in the Code of Corporate
Governance ["the Code”) prepared by the board of directors of MUGHAL IRON & STEEL INDUSTRIES LIMITED [“the
Company”] far the year ended 30 June 2015, to comply with the code contained in regulation No.5,.19 of the rule book
of Karachi Stock Exchange Limited and regulation No.35 of chapter Xl of the Listing Requlations of the Lahore Stock
Exchange Limited where the company is listed.

The responsibility for compliance with the Code is that of the Board of Directors of the company. Our responsibility is to
review, to the extent where such comptiance can he objectively verified, whether the statament of compliance reflects
the status of the company's compliance with the provisions of the Code and report if it does not and to highlight any non-
campliance with the requirements af the Code, A review 1s Limited primarily to inquiries of the company’s personnel and
review of various documents prepared by the company to comply with the Code.

As part of aur audit of the financial statements we are required to oblain an understanding of the accounting and
internal control systems sufficient ta plan the audit and develop an effeclive audit approach. We are not required to
consider whether Lhe Board of Directors’ stalement on internal control covers all risks and controls, or to form an
opinian on the effectiveness of such internal controls, the Company’s carporate governance procedures and risks.

The Cade requires the Company to place hefore the Audit Committee and upon recommendation of the audit commiltee,
place before the Board of Directars for their review and approval of its related party transactions distinguishing between
transactions carried out on terms equivalent to those that prevail in arm’s length transaction and transactlions which
are not executed at arm’s length price and recording proper justification for using such alternate pricing mechanism,
We are only required and have ensured compliance of this requirerment ta the extent of the approval of the related parly
transactions by the Board of Directors upon recornmendation of the Audit Committee. We have not carried out any
procedures to determine whether the related party transactions were undertaken at arm’s length price or not.

Based on our review, nothing has come to our attention which causes us to believe that the Statement of Compliance
does not appropriately reflect the Company’s compliance, in all material respects, with the besl practices contained in
the Code, as applicable te the company for the year ended 30 June 2015,

Further, we highlight below instance of non-compliance with the requirement of the Code as reflected in the paragraph
reference where il is stated in the Statement of Compliance:

Paragraph reference: Description:
i 7 Director training program was not conducted

Date: September 30, 2015 A740 MARMOGD & COMBPANY
Lahore Chartered Accountants
Engagement partner: Fazal Mahmood

147-Shadman-1, Lahare-54000 (Pakistan) Tel +92-42 374267 71-3 Fax +92-42-37426774
E-mail: infoi@fme.com. pk, fazalm@@bann net pk Web: fme.com.pk
A Member fem of fli & Task International
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FAZAL MAHMOOD & COMPANY

CHARTERED ACCOUNTANTS
AUDITORS’ REPORT TO THE MEMBERS
We have audited the annexed balance sheet af MUGHAL |IRON & STEEL INDUSTRIES LIMITED ["the Company”] as at

June 30, 2015 and the related profit and loss account, st uth"nf of camprehensive income, cash flow statement and
statement of changes in equity logether with the nates farming 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 nur audit

It is the responsibility of the Company s management 1o establish and mainlain a system of internal control, and prepare
and present the above said stalements 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 perforr the audit to obtain reasonable assurance about whether the above said statements are free
af any material misstaternent. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the above said statements. 4n audit also includes assessing the accounting policies and significant
cetimates made by management, as well as, evaluating the overall presentation of the above said statements. We
believe that our audit pravides a reasonatle basis for our opinion and, after due verification, we report that

al in our vginion, proper books of account have been kept by the Campany as reguired by the Companies Ordinance,
384

bl  inour opinion

il the balance sheel and profit and loss account together with the notes thereon have been drawn up in conformity
with the Companies Ordinance, 1984, and are in agreement with the books of account and are further in
accardance with accounting policies consistently applied;

il the expenditure incurred during the year was for the purpose of the Company's business, and

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

¢l in our epinion and to the beast of our information and according to the explanations given to us, the balence sheet,
profit and loss account, statement of comprehensive income, cash tlow staterment and statement of changes in
eguily together with the notes tarming part thereof conform with appreved accounting standards as applicable in
Pakistan, and, gwe the information required by the Companies Ordinance, 1984, in the manner so required and
respectively give a true and fair view of the state of the Company’s affairs as at June 30, 2015 and of the profit, total
comprehensive income, its cash flows and changes in equity for the year then ended; and

dl inaur apinion, no Zakal was deductible at source under the Zakat and Ushr Ordinance, 1980 IXVIII of 1980)

Date: September 30, 2015
Lahore Chartered Accountants
Engagement Partner: Fazal Mahmood

147-Shadman-1, Lahore-54000 (Pakistan) Tel «92-42-37426771-3 Fax =92-42-37426774
E-manl infol@fme com pk, fazalm@barin nel pk Web: fme.com. pk
A Member firm of jhi & Task International
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BALANCE SHEET
as at June 30, 2015

Rupees

ASSETS

NON - CURRENT ASSETS

Property, plant & equipment
Long-term loan to employees - secured
Long-term deposits

CURRENT ASSETS

Note 2015 2014
Restated
ok 282,942,164 2,865,374, 803
b. 781,620 824,535

i 18,238.313 18,183,313
; 952.097 2,884,382.651

Stores, spare parts & loose tools 8 241284628 189,241,050
Stock-in-trade 9 L& 364,304 2,683,315,636
Trade debts - unsecured 10. 57,242,896 | 321,049,463
Advances 1. 53 875 | 294,549,694
Short-term depasits & prepayments 12 153,297 7 8,832,069
Refunds due from the Gavernment 13. | H6.227 607 549,897,541
Other receivables 14. 4,361,925 5,106,976
Shart-term investments 15. Bh 42l 434 -
Cash and bank balances 16. 200,323,974 ‘ 117,345,747
Total Current Assets 163,677,374 4,189.338,576
TOTAL ASSETS o - Y47 7,073,721,227
EQUITY AND LIABILITIES

SHARE CAPITAL & RESERVES

Authorised share capital 17 100,020 1,500,000,000
lssued, subscribed and paid-up capital 17. A% 517 B30 820,411,530
Capital reserve 18 623,500,17¢ =
Equity partion of sponsaor shareholders’ loan 19. VR340 149 476,707 343
Revenue reserve

Shareholders’ Equity -
LIABILITIES

NON - CURRENT LIABILITIES

Long-term financing

Deferred liabilities
Total non-current liabilities

CURRENT LIABILITIES

Trade and other payables

Accrued profit / interest / mark-up
Short-term borrowings - secured
Current maturity af long-term liabilities
Total current liabilities

Total Liabilities

CONTINGENCIES AND COMMITMENTS

TOTAL EQUITY & LIABILITIES

20, | 240,158,543 505,906,156
3.4 144,398 1.803.025,629

2. 50936543 | [7,612,401,800
22, ' 1,14 39 948,644
1,016 158,131 1,652,370 444
23 4,5R2.879.884 ‘ ‘ 585,300,571
24, 13,222,437 40,512,933
25. ‘ 2066412 770 || 2802741491
21 18421 908 188,770,159
3,618,325.154
~ 7 5.270,695,598

26.

| 1L469.677.471 7,073,721,227

The annexed notes form an integral part of these financial statements

Chief Executive Officer
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PROFIT AND LOSS ACCOUNT

for the year ended June 30, 201

Rupees Note 2014

Sales - net 27

Cosl of sales 28

GROSS PROI

Distribution cost 29

Administrative expenses 30 179 142.164

Other charges 31 125.778.4(

Other income 32 3 &63:714

Finance cast 313 17.599 894
ION

laxation 34 16,770,389

PROE AXATION 390,859,859

BASIC AND DILUTED EARNIN ER S} 15 i

The annexed notes form an integral part of these financial statements

Chief Executive Officer

Annual Report for 1t

Director
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STATEMENT OF COMPREHENSIVE INCOME

for the year ended June 30, 2015

Rupees 2015 2014
PROFIT AFTER TAXATION FOR THE YEAR Y 6T AN 390,859 ,B59

Other comprehensive income
ltems that will nol be reclassified
subsequently to profit or loss account
Acluarial [loss) on remeasurement of retirement henefit obligation ‘ 715348 I (13,847,244
Related deferred taxation 706 1,727,679
| [12.119,5465)
Items that will be reclassified
subsequently to profit or loss account
| oss realized on redemption of "available for sale” investments 569,000

Total -;smpr_ehenswe income for the year 2387 __37?.309.294_

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

Chiet Executive Officer Director
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CASH FLOW STATEMENT
for the year ended June 30, 2015

Rupees Note
CASH FLOWS FROM OPERATING ACTIVITIES
Met cash generated fram / [used in] operations 37

Increase in long-term loans to employees

Increase in long-term deposits

Retirement benehits paid

Finance cost paid

Woarkers profit participation fund paid

Income tax paid

Net cash generated from / [used in) operating activities

2014

{1,508,58%,042) |

560,530 |
(383,544]
(205,149,263
[6,141,494)
(116,416,494
(1,836,139,307

CASH FLOWS FROM INVESTING ACTIVITIF

Capital expenditure incurred

‘Held-to-maturity” investments made during the year - net
Profit received en "held-to maturity’ investments

Proceeds from redemption of "available for sale” investments
Proceeds from sale of property, plant & equipment

Net cash [used in) investing activities

(518,690,849]
438,400

(518,252,469

CASH FLOWS FROM FINANCING ACTIV ES

Long-term linancing - nel

Share issue costs

Proceeds from issuance of ordinary shares

Short-term borrowings - net

Net cash (used in) / generated from financing activities

637,493,498
[1,501,200]
1,630,790,427
2,264,782,725

(87,609,051]
(624,721,871
1512,330,922

The annexed notes form an integral part of these financial statements,

Chief Executive Officer

Director

Annual Repor! far the year ended lune 30, 2015 Jr'
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STATEMENT OF CHANGES IN EQUITY

for the year ended June 30, 2015

Share
capital
Issued,
subscribed &
pard-up
ordinary shares
Rupees
Balance asat July 01,2013 820,411,520
Total Comprehensive Income
Erafit for the year ended June 30, 2074 -

Other comprehensive income - ret of taxes
- Actuarial [loss) on Remeasurement of retirement
benett abligation
- Loss realized on redemption of ‘available for sale

investmants ' T

Transaction with owners of the Company

Share issua casts -
Balance as at June 30, 2014 - previously F{‘pﬁr‘iﬁd 820,411,532
Transaction with owners of the Campany

Eguity portien of sponiser shareholvers” loan [note 21.23 |

Less: unwinding of discount -

Batance as at June 30, 2014 - restated
Total Comprehensive Income
Erofit for the year enced June 30, 2018
Other comorehensive income - net of taxes
- Actuarial lloss) on Remeaasurement of retirament

beaeft abligation

Transaction with owners of the Company
Eeuity porticn of sponscr shareholcers loan [note, 21.2.3] |
Less: unwinding of diszeunt

Issue of 27,350,000 ordinary shares of Rs, 10/- each
at 2 premium of Rs. 24/- shara

Transacton cosls relaled tossuance of shares

Balance as at June 30, 2015

Capital
reserve

Share
premium
reseive

Fair value
reserve
Equity [Deticit] on
portionaf  remeasuremenis
sponsor o! available for
sharenolders sale investments
loan to fair value
- (342,000
|
|
' -] 562,000
- 34%,000
518,895,632

- | 162.187,689] |

474707963

Revenue
reserve

Un-
appropriated
proflit

178 667 047

390,859 Ba%

12,119 565]
|
!
.|
37874029

11,501,200)

Total
equity

§4R,50%,592

390,859 857

[12,119,545]

869,000

379,309,296

(1,501,200

505,906,156 1,326,317,586

|| 518,895,832

142,187 689!

- 474,707 943

1 802,025.629

The annexed notes tarm an inteqgral part of these financial stalements.

Chiel Execulive Officer
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NOTES TO THE FINANCIAL STATEMENTS
for the year ended June 30, 2015

1 LEGAL STATUS AND NATURE OF BUSINESS

Mughal lron & Steel Industries Limited ("the Company”| is @ public comparny incarporaled in Pakistan under
the Companies Urdinance, 1984 and is listed on the Karachi and Lahore Stock Exchanges of Pakistan
The registered offize of the Company s situated 2t 31-A Shadman-|l, Lahore. The (actory is located 17-KM
Sheikhupure Road, Lahere. The principal activity of the Company is manufacturing and trading of mild steel

producls.

During the year, the Company has made an Initial Public Offering [IPO] through issuance of 27.350 million
ordinary shares af Rs. 10/- each at a price of Rs. 34/- per share determined through baook building process,
Out of the tatal 1ssue of 27.350 million ardinary shares, 20 5145 million shares were subscribed through book
building by High Net Worth Individuals and Institutionzal Investors, while the rermaiming 6 B375 million shares
were subscrined by the General Public and the shares have been duly allotted. On April 15, 2015, the Karachi

and Lahore Stock Exchanges have approved the Company s application for furmal listing and quotation of

shares
2 BASIS OF PREPARATION
2.1 Statement of compliance

Tnese financial stalements have been prepared in accordance with approved accounting standards as
applicable in Pakistan and the requirements of the Companies Ordinance, 1984 [the Ordinance). Approved
accounting standards comprise of such Internationzl Financial Reparting Standards [IFRSs] issued by the
International Accounting Standards Board as are notified under the Companies Ordinance, 1984, provisions
of and directives issued under the Companies Ordinance, 1984, In case requirements differ, the provisions or

directives of the Companies Ordinance, 1984 shall prevail,

Basis of measurement

ese [inancial st verits have been prepared under the historical cost convention excepl as explan |
Th f | stataments h L pr ed under the hist | cost entio pt explained in

relevant notes, It any

2.3 Functional and presentation currency
lterns included in the financial slatements of the Company are measured using the currency of the primary
ccanomic enviranment in which the eantity operates [the functional currencyl, which is the Pakistan Rupee
[Rs.)

2.4 Use of estimates and judgments

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

n Pakistan, requires management to make estimates, assumptions and use judgments that affect the

applcation of policies and reported amount of assels, Labilities, income and expenses. bstimates, associaled
assumptions and judgments are regularly evaluated and are based on historical experience and various other
factors that are believed to be reasonahle under the circumstances, the results of which form the basis of
making the judgments about carrying values of assets and Liabilities that are not readily apparent from other
sources. Actual resulls may differ fram these estimales. Revisions to accounling estimatas are recognized in
the period in which the eslimate 1s revised if the revision attect anly that period, or in the period af revision in

future period if the revision affects both current and future pericds

Judgments and estimales made by the management that may have a significant risk of material adiustments

to the financial stalements in subsequent yedrs are as fallows:
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NOTES TO THE FINANCIAL STATEMENTS

for the year ended June 30, 2015

2.4

2.4.2

2.4.3

2.4.4

245

2.4.6

2.4.7

Residual values and useful Llives of property, plant and equipment

The Company reviews the useful lives of fixed assels on reqular basis. Any change in the estimates in future
years might affect the carrying amounts af the respective items of lixed assets with a corresponding effect on
the depreciation charge and impairment.

Provision for slow moving and obsolete stores, spare parts and loose tools

The Company reviews the slores, spare parts and loose tools tor possible impairment on an annual basis Any
change in estimates in future years might affect the carrying amounts of the respective items of stores and
spare parts and lonse tools with a correspanding effect on the provision.

Estimated liability in respect of retirement benefit obligation

The Company operales an unfundad graluity scheme covering all its permanent workers who have compleled
the minimum quslifying period of service as defined under the respective scheme. The calculation of the
benefit requires assumptions to be made of future outcames, the principal ones being in respect of increase in
remuneration and the discaunt rate used lo convert future cash flows to current values, The assumptions used
for the plan are determined by independent actuary on annual basis. Gratuity cost primarily represents the
increase in actuarial present value of the obligation for benefils earned on employee service during the year
and the interest on the obligation in respect of employee service in previous years. Calculations are sensilive
to changes in the underlying assumptinns.

Provisions against doubtful balances

The Company reviews the recoverability of its trade debls advances and other receivables to assess amount
of bad debts and provision required there agamnsl on annual hasis

Taxation

The Campany takes into account the current income lax law and decisions laken by the taxation authorities.
Instances where the Company's views differ from the views taken by the income tax department at the
assessmenl stage and where the Company considers that its view an tems of material natura is in accordance
with law, the amounts are shown as cantingent ligbilities. The Company also regularly reviews the trend of
propartion of incames between Presumptive Tax Regime income and Mormal Tax Regime incame and the
change in progortions, if significant, s accounted forin the year of change

Contingencies

The Company takes in to account advice of the legal advisers and uses judgment to estimate cantingent
Liabilities and their estimated financial outcomes.

Sponsor shareholders’ loan

The company has discounted sponsor sharcholders loan using market related interest on loans with similar
terms and condilions.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these financial statements are set out below.
These accounting palicies are consistent with those of the previous financial year, excepl, as described in note

4.1,
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These are stated al cost less accumulated depreciation and aceumulated impairment | s, [if anyl, except

1

freenold land which is stated al cost less accumulated impairment losses [if any). Cost comprises of historical

cost, borr

wing cest pertaiming to the ereclion periad and directly attributable 5 of bringing the assets

to warking condition. These costs are transferred to spe assets as and when assels are available for

dmount of ",‘l_:J'J{I[;“._'d ds @ separale assel, as

use. Subsequent costs are included in the assets carry ng

appropriate, only when it 1s probable that fulure ec nefits associated with the iterm will flow to the

nomics

Company and the cost of the item can be measured reliably, Costincurred to replace s component of an item

of property, plant and equipment 1s capitalized and the asset so replaced is derecogmzed. The cost of the day

lo day servicing of property, plant and equipment are recugnized in profit ar loss account

Depreciation 1s charged to income applying the reducing balance method al the rates given in relevant notes

to the hinancial statements 1o write off the cost operating fixed assels over their expected useful life
Cepreciation an additions 1s charged from the date when the asset is available for use and on deletions up to

the date when the asset is deleted. An item of property, plant and equipment is derecogn

i upon disposal or
when no future econemic benefits are expected from its use or disposal. Any gain or loss on disposal or de-

recognition [calculated at the difference between the nel disposal proceeds and carrying amount of the ac

Is taken to profit and loss account

mpairment test for property, plant and equipment is performed when there is an indication of impairment. At
2ach period end, an assessment is made to determine whether there is any indication of mpairment, If any
eing the

value of the asset less cost to sell and the asset’'s value in use  |If the carrying amount of the asset exceeds

such indications exisl, an eslimale of the asset’s recoverable amount 15 calculat mgher of the fair

its recoverable amount, the property, plant and gquigment s impaired and an impairment loss is ¢ harged
o the prafit and loss account so as to reduce the carrying amount of praperty, plant and equipment to its
recoverable amount. Fair value is determined as the amuount that would be obtained tram the sale of the asset
in an arm’s length transaction between knowledgeable and willing parties. Value in use is determined as the
present value of the estimated future cash flows expected to arise from the continued use of the property,

plant and equipment in its present form and ils eventual disposal. An impairment loss s recovered if there

has been a change in the estimate used lo determine the recoverable amount. An impairment loss is reversed

only to the extent that the as

5 carrying amount does nat exceed the carry nqg amount that would have been

determined, net of deprecistion or amortization, it no impairment loss had been re vzed

Capital work in progress

Capital work-in-progress is staled al cost less identified impairment losses, if any. All expenditure connecled

with specific assets incurred during installation and construction period are carried under capital work

n-progress. These are transferred to specific assets as and when these are available for use. All cost or
expenditure attributable lo work-in-progress are capitalized and apportioned to buildings and plant and
machinery at the time of commencement of commercial operations

Staores, s se tool:

D
ro

ire parts and loo

These are valued at lower of cost and net realizable value. Cost is determined on moving average basis less
]
provision lor slow moving and obsplele stares and spares. ltems in transit are valued at inveice value plus

other charges incurred thereon
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3.3

3.4

3.5

3.6

3.7

3.8

3.9

Stock-in-trade

These are valued at lower of cost and nat realizable valua
Cast is determined as follows:

faw material at moving average cost
Finished goods - at estimated manufacturing cost
In-transit - at invoice value plus charges incurred thereon

Net realizable value of raw material inventary is determined on the basis of replacement cost, whereas nel
realizable value of finished inventary signifies the estimatzd selling grice in the ordinary course of husinaess
less cost necessary lo be incurred for its sale, however, raw material held for use in production of inventories
is not written own below cost il the finished product inwhich it will be incorporated is expected to be sold al
or above cost Average manufacturing cost in relation te finished yoods consists of direct material, labor and
a proportion of apprapriate manufacturing overheads

Trade dehts and other receivables

Trade debts & ather receivables are carried at original irvoice amount less an estimate made for doubttul
balances based an review of outstanding amounts at the year end. Bad detts are written off when idantiied

Cash and cash equivalents

For cash flow purposes cash and cash eguivalents comprise cash in hand, cash al banks end running
! cash lnances with maturities of three manths or less from the acquisition date thal are subject to an
insignificant risk of changes in their fair value, and are used by the Cempany in the management of its short
rerm commitments.

Trade and other payables

Trade and other payables are carried at cost which 15 the fair value of consideration ta be paid in the
future for guods and services recewved, whether or not billed to the Company

Provisions

Provisions are recognized when the Company has a presant legal or censtructive cbligation as a result of
past cvents, it is probable that an outflow of reseurces will be required to sellle the obligation and a reliable
estimate of the amount can he made, Provisions are reviewed at each balance sheet date and adjusted to
reflect the current best ectimate

Contingent liabilities

Contingent Liahility 1s disclosed when the Company has & possible obligation as a result of past events and
whaose existence will be confirmed only by the occurrence or non-occurrence of one or more uncertain future
events not wholly within the control of the Company, ar the Company has & present legal or constructive
ohligation that arises from past evenls but it i= not probable that an autflow of resvurces embodying economic
benefits will be required to settle the obligation or the amount of abligation cannol be measurecd with sufficient
reliability.

Foreign currency translations

Foreign currency transactions are intially recorded at the rate of exchange prevailing at the transaction date.
Subsequently, all monetary assets and liabilities in foreign currencies are translated into Pak Rupees atl the
rate of exchange prevalling at the balance sheet date while non-monetary assels dre carried at the rates
prevailing on transaction date. Exchange risk fee is chargad to prohit and loss account. The Company charges
all the exchange differences to profil and loss account
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owings

Borrowings are recognized initially at fair value less attributable transaction cost. Subsequent to initial
recagnition, these are stated at amortized cost with any difference between cost and redemption value being

recagnized in the profit and loss / equity aver the period of the borrowings on an effective interest basis.

Borrowing

Borrowing costs are recognized as an expense in the pariod in which these are incurred except Lo the exten!

of borrowing cost that are directly attributable to the acquisition, construction or preduction of a qualifying

» cost ol Lhe assel.

assets. Such borrowing costs, if any are capitalizable as part of th

Financial instrume

All financizl assets and labilities are recognized at the time when the company hecomes a party ta the
contractual provisions of the instrument. All hinancial assets and habilities are imitially measurad at cost, which
is the fair value of the consideration given and received respectively. These financial assets and liabilities are
subsequently measured at fair value, amortized cost or cost as the case may be

A financial asset is de-recognized when the company loses control aof its cantractual rights that comprise
the financial asset A financial liability 1s de-recognized when it is extinguished. Any gains or losses on de-
recoqnition of the financial 2ssets or Labilities are taken 1o profit and loss account currently The Campany

- the regular way purchase or sale of financial assets using settlement date accounting

Financial assets znd liabilities are off set and the net amount reported in the balance sheet when there s a

legally enforceabls right lo offsel Lhe recognized amounts and there is an intention to settle on a net basis, or

settle the Lability simultaneously

essed at each reperting date to determine whether there 1s any objective evidence thal

it is impaired. Individually significant financial assets are tested for impairment on an individual basis. The

remaining financial assets are assessed collectively in groups that share similar credit risk characteristics.

A financizl asset s considered to be impaired if objective evidence indicates that one or more events have had

et

a negative cffect on the estimated future cash flows of the Animpairment loss in respect of a financial

asset measured at amaortized cost is calculated as the difference between its carrying amount, and the present

value of the estimated future cash flows discounted al the original effective interest rate, Impairment loss in
respect of a financial asset measured at fair value is determined by reference to that fair value. Allimpairment
losses are recognized in prefit and loss account, An impairment loss is reversed if the reversal can be related
objectively tu an event cccurting after the impairment loss was recognized. An impairment loss is reversed
only to the extent thal the financial assel's carrying amount after the reversal does not exceed the carrying

amounl that would have been determined, net of smuortization, if ne impairment loss had been recognized.

Shar

Ordinary shares are classified as equity instruments and recognized at their fair value. Transaction casts of
an equity transaction are accounted for as & deduction from equity to the extent they are incremental costs
directly attributable to the gquity transaction that otherwise would have been avoided. The costs of an equity

transaction that is abandaned are recognized as an expense.
ransactian costs that relate jointly to more than one transaction such as cosls of a concurrent offering of

shares and a stock exchange bisting are allocated to those transactions using a basis of allocation that is

ratianal and consistent wiath similar transactions
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NOTES TO THE FINANCIAL STATEMENTS

for the year ended June 30, 2015

3.13 Proposed dividend and transfer between reserves

Dividend distributions to the Company's sharehclders is recognized as a liability in the period inwhich dividend
is approved. Transfer between reserves made subsequent to the balance sheel dale is considered as non-
adjusting event and is recognized in the financial statements in the period in which such transfers sre made.,

3.14 Retirement benefit obligation - defined benelit plan

Defined benefil plan defines the amount which an employee will receive on or aftter retirement, usually
dependent on ane or more factors such as age, years of service, and compensation. The liability recognized in
the balance sheet in respect of defined benefit plans is the present value of the defined benefit obligation at
the end of the reparting period less the fair value of any plan assets, [if anyl The defined benefit obligation is
calculated annuslly by an independent actuary using projected-unit credit methad The present value of the
defined benelil obligation is determined by discounting the estimated future cach flows using interest rates of
high quatity corparate bonds or the market rates on government bonds,

The detined benefit plan represents an unfunded gratuity scheme for all its permanent employees subject
to 2 minimum qualifying period of service according to the terms of employment. The amounts of retirement
benefits are usuzlly dependent on one or more faclors such as age, years ol service and salary. Provision is
made annually to cover obligation undar the scheme. Latest valuation was conducted on June 30, 2015, All
actuarial gains and losses are recognized in other comprehiensive income as they cccur,

3.15 Revenue recagnition

Revenue Is recognized to the extent that d is probable that the economic tenefits will flow to the Company
and the revenue can be measured reliably. Revenue 1s measured al fair value ol consideration received or
receivable on the following basis:

al Sales are recorded on dispatch of goods wher significant risk and rewards of ownership are
transferred to the customers.

bl Return on bank deposits is recognized on accrual basis taking into account the effective yield.
cl Rental income is recognized on straight line hasic aver the term of the relevant lease.
d Inceme on held to maturity investments is recognized using effective interast rate method

3.16 Taxation

al Current

Pravision for current tax is based on taxable income (o the period determined in accordance with the
prevailing law for taxation of income. The charge for curient tax is calculated using prevailing tax rates or
tax rates expected to apply to the profit for the period if vnacted. The charge for current tax also includes
adjustments, where considered necessary, to existing provision for tax made in previous years arising from
assessments framed during the period for such years,

bl Deferred

Deferred tax 15 arcounted for using the balance sheet Liability method in respect of all laxable termporary
differences arising from differences between the carrying amount of assets and liabilities in the financial
statements and the carresponding tax bases used in the cumputation of taxable profit. Deferred tax liabilities
are recognized for all taxable temporary differences and deferred tax assels are recognized (o the extent
that it is probahle that taxable protfits will be available against which the deductible temporary differences,
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3.18

unused tax losses and ax credits can be ulilized, Del

erred lax assets are reviewed at each reporting date and

are reduced to the extent that it 1s no longer prabable that the related tax hensfit will be realized. Deterred

tax 15 not recognized for the following lemporary differences: the inital recagnition of assets or Liabilities in

3 transacticn that 1s not a business combination: and that affects neither accounting nor taxable pr':.fl‘. of

loss, and differences arising on the imtial recagnitian of goodwill. Deferred tax is calculated at the rates that

are expected to apply o the penod when the differences reverse, based an tax rates that have been enacted.

Deferred tax assels and lLiabilities are aftset if there is a legally enforceable right to offset current tax liabilities

and assets, and they 1elale lo income taxes levied hy the same tax authority on the same taxable entity, or on
different tax entities, but thay intend to settle current tax liabilities and assets on a net basis or their lax assets

and liabilities will be realized simultanenusly

Earnings per share

The Company presents basic and diluted earnings per share [EPS) data for its ordinary shares, Basic EPS is

talculated by dividing the profit or loss attributable to ordinary shareholders of the Company by the weightad
average number of ardinary shares outstanding during the geriod. Diluted EPS is delermined by adjusting
the proht or loss attributable to ardinary shareholders and the weighted average number of ordinary shares

outstanding, for the effects of all diluted potential erdinary shares.

Related party transactions

Related party”, in relation to a company. means an entity which has the ab ty to control the company or
exercise significant influence over the company in making financial and operating decisions or vice versa. In

considering cach p le related parly relalionship, attention 1s directed to the substance of the relationship

and nat merely to the legal form. All transactions between Company and related parties are accounted tor

at arm’s length price in accordance with "Comparable Uncontrelled Price Method”, except as explained in

relevant notes, if any.

Segment Reporting

Segment information is presented on the same basis as that used tor internal reporting purposes by the

Chief Operating Decision Maker, who is responsible for allacating resaurces and assessing performance of
] . 0

the operating segments. On the basis of its internal reparting structure, the Company considers itself to be a

single reportable segment. An operating segment 1s a component of the Company that engages in business

activities from which it may earn revenues and incur expenses. [he financial infarmation has been prepared

on the basis of single reportable segment
Operating leases
Rentals payable under operaling leases are charged to profit or loss on a straight line basis over the term of

the relevant lease

Investmentls

Investments with fixed maturity that the management has the intent and ability to hold lo maturity are

classitied as held-to-matur ity and are initially measured at cost and al subsequent repor ting dates measured

al amortized cost using the effective yield method
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for the year ended June 30, 2015

4, NEW / REVISED STANDARDS, INTERPRETATIONS, AMENDMENTS AND IMPROVEMENTS TO ACCOUNTING
STANDARDS
4.1 New / Revised Standards, Interpretations, Amendments and Improvements to existing approved accounting

standards that are effective during the year:

The Company has adopted the following new [ revised standards, interpretations, amendments and
impravermnents to IFRSs which became effective for the current year:

IAS 19 - Employee Benefils - [Amendment] - Defined Benetit Plans: Employee Contributions

IA532 - Financial Instruments: Presentation - [Amenament] - Offsetting Financial Assets and Financial
Liahilitizs

[AS36 - Impairment of Assets - [Amendment) - Recnoverable Amount Disclosures for Non -Financial
Assets

[AS 39 - Financial Instruments: Recognition and Measurements - [Amendment] - Novation of Derivatives

and continuation of Hedge Accounting
IFRIC 21 Levies

IFRS 2 Share Based payment - [Imgrovement| - Definitions of vesting congitions

IFRS3 - Business Combinations - [iImprovement] - Accounting for cantingent consideration in a business
combinatian

IFES3 - Business Combinations - [Impravement) - Scope exceptions for joint ventures

IFRSB - Operating segments - reconciliation of Lthe tolalof the reportable segments” assets to the entity's
assets

IFRS 13 Fair value measurement - scope of paragraph 52 [portfolio exception]

IAS 16 - Property, Plant & Equipment and 1AS 38 Intangible Assets - Revaluation methad - proportionate
restatement of accumulated depreciation / amortization

IAS 24 - Related party disclosures - key managemen

IAS 40 - Invesiment property - Interrelationship between IFRS3 and 1AS 40 (ancillary services]

I'he adaplion of the sbove amendments, revisions, improvements lo accounting standard and interpretations
did not have any effect on the financial statements.

4.2 Standards, interpretations and amendments to approved accounting standards that are not yet effective:

Tre following amendments and interpretations with respect ta the approved accounting standards as a
anplicable in Pakistan would be effective from the dates mentioned below against the respective standard or
interpretation

Effective date

Standard, amendment or interpretation [annual periods beginning
on or after)

IFRS 10 - Consolidated Financial Statements January 01, 2015

IFRS 10 - Consalidated Financial Statements, IFRG 12 - Disclosure January 01, 2015

of Interests In Dther Entities and IAS 27 - Separate Financial Statements -
Investment Entities [Amendment|

IFRS 10 - Consolidated Financial Statements, IFRS 12 - Disclosure of January 01, 2016
Interests In Other Entities and 1AS 27 - Separate Financial Statements -
Investment Entities: Applying the Consolidation Exception [Amendment]
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4.3

Effective date
[annual periods beginning
on or after)

Standard, amendment or interpretation

IFRS 10 - Consolidated Financial Statements and 1AS 28 - Investment in January 01, 2016
Associates and Joint Ventures - Sale or contribution of Assets between an
investar and its Associate or Juint Venture [Amendment]

IFRS 11 - Jaint Arrangements January 01, 2015

IFRS 11 - Joint Arrangements - Accounting for Acquisition of Interest in January 01, 2016
Juint Gperation [Amendment|

IFRS 12 - Disclosura of Interests in Other Entities January 01, 2015
IFRS 13 - Fair value Measurement January 01, 2015
IAS - 1 Presentation of Financial Statements - Disclosure Initiative January 01, 2016

[Amendment]

IAS - 16 - Pruperty, alant & Equipment and |1AS 38 - Intangible assets January 07, 2016
Clarification of Acceptable Methad of Depreciation and Amortization
[Amendment]

IAS - 14 Property, Plant & Equipment and IAS 41 Agriculture - Agriculture: January 01, 2016
Bearer Plants [Amendment)

[AS 27 - Separate Financial statements - Equity Methad in Seperate January 01, 2016

Financial Statements

The zbove standards and amendmenls are not expected to have any material impact on the Company’s
financial statements in the period of initial application

In addition to the above standards and amendments, improvements lo various accounting standards have
also been issued by the [ASB. Such improvements are generzlly effective for accounting periods beginning on
ar after January 01, 20164, The Company expects that such improvements to the standards will nol have any
material impact on the Company's financial statements in the period of initial application

New standards that have been issued by IASB, but have not yet been netified by the SECP for the purpose
aof applicability in Pakistan:
Effective date

Standard, amendment or interpretation (annual periods beginning
on or after)

IFRS 9 - Financial Instruments: Classification and Measurement January 01, 2018
IFRS 14 - Regulatory Deferral Accounts January 07, 2016
IFRS 15 - Revenue with contracts with customers January 01, 2018
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Rupees

Note 2014

5.1.1 The depreciation for the year has been allocated as follows
Cost of sales 28 65,093,294
Administrative Expensas 30 i 11,780,134
76,873,437

Plant & machinery aggregating to Rs. 286.747 million [2014: 494.361 millionl has tempararily been leased out
ta Mughal Steel Metallurgies Corporation Limited

8.1.2 Details of operating assets disposed off during the

ycal

The details of operating assets disposed aff during the year, having net book value in excess of Rs. 50,000 each
are as lollows:

Description Cost Accumlated  Net book Sales Loss Mode of Particulars
dapreciation value proceeds disposal  of purchaser
Motor vehicle 1,638,000 522,148 1,115,852  1.092.94% 22904 Companys Employee
policy - execulive
1,220,000 271,497 248,503 610,000 338,503 )
813490 182,835 630,655 46,745 223910
920,320 184,270 734,050 500,000 234,050
4.571.810 1,162,750 3,429,080  Z.6079.6M 819,359
Rupees 2014
5.2 Capitat-work-in-progress
Tangible assets under development:
Civil work 7,685,773
Plant & machinary 292,027,252
Intangible assets under development.
Software 7,001,500
304,714,525
Opening balance Expenditure Transfers to Clasing balance
operating assets
Rupees 20
5.2.1 Follawing is the movement in
capital work in progress:

Tangible assets under development:
Cral work
Plant & machinery
Intangible assets under development:
Soltware
June 30, 2015 b, 116,52 K
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Opening balance Expenditure Transfers to
operating assels
Rupees 2014

Tangible assets under development;

Closing balance

Civil work - 7,685,773 - 7,685,773
Plant & machinery - 792,027,252 - 292,027,257
Intangible assets under development:
~ Software 5,369,000 632 500 7,001,500
June 30, 2014 4,365,000 300,345,525 - Ji6, 714,525
Rupees 2015 2014
6. LONG-TERM LOAN TO EMPLOYEES
(Secured]
Executive employees 2,235,340 1,442 715
_ Less: recoverable within ane year . (483,720 (618,180
el | 824 535
6.1 These loans have been provided to employees under their terms of employment on interest free hasis. Loans under

the scheme have been provided to facilitate purchase of motor vehicles and are repayable over a pariod up to five
years fromn date of disbursement. The loans are secured by registration of the vehicle in the name of the Company
and against post dated cheques. These loans are classified as loans and recewables’ under IAS 39 [Financial
Instruments - Recognition and Measurement] which are required te be carried at amortized cost, however, due to

immaterial impact of discounting, these are carried al cos!

6.2 The maximum aggregate amount of loans at the end of any manth during the year was Rs. 3 391 million (2014 Rs
1.442 million]. No amount was due from Directars or Chief Executive as at June 30, 2015 (2014- Nil).

Rupees Note 2015 2014
6.3 Reconciliation of carrying amount of loan:
Opening balances a2 T15 1,899,895
Add disbursements 2,406,004
- o - 1,899,895
Less: repayments 11,410,375 (457,180]
~ Closing balances R B B 2,235,340 1,442,715
s LONG-TERM DEPOSITS
Related party
- Al-Bashir Steel Industries [Private| Limited 510,000 500,000
Other long-term deposits 71 17,735,313 17,683,313
- - - ) 18,758 31 18,183,313
7.1 This mainly includes deposits with various utility companies.
7.2 Long-term deposits are classified as loans and receivables’ under IAS 39 [Financial Instruments - Recognition

and Measurement] which are required to be carried at amortized cost. However, these, being held for an indefinite
periad with no fixed maturity date, are carried at cost as their amortized cost is impraclicable to determine.
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Rupees 2015 2014
8 STORES, SPARE PARTS & LOOSE TOOLS
Stores, spare parls & loose tools
in hand 189,241,050
- In-transit -
189,241,050
8.1 Stores and spare parts may include items which may be of capital nature but are not distinguishable.
Rupees Note 2015 2014
7 STOCK-IN-TRADE
Raw material
- in hand f ] 1,082,696,119
- in-transit 1,052,690,308
Z,135388,427
Finished gonds 847,927,209
2,683,315,436
10 TRADE DEBTS
[Considered good - unsecured
Due from related parties 10.1
- Mughal Steel Metallurgies Corporation Limited 141,686,862
- Fine Stepl |
141,686 B67
Due fram Others : 179,362,601
321,049,463
10.1 The maximum amount due from above related parties at the end of any montn guring the year was Rs. 267 384
million. (2014 Rs 1464 586 million),
Rupees Note 2015 2014
11 ADVANCES
[Considered good)
Employees - secured 11.1
- Executives 4,689.8 | 1,858,641
- Others 7 6,141,217
7.999.858
Other advances - unsecured
- Suppliers 2 i 286,359,5%1
- Against expenses &l 52 190,245
294,549 694
1.1 These are provided to employees under their terms of employment. These are secured against gratuity. Directors

& Chief Executive have nol received any advances from the Campany during the year
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Rupees Note 2015 2014
11.1.17  Reconciliation of carrying amounl of advances to employees:
Opening balance 6,495,025
Add: disbursements 20,283,777 7,968,122
o 3 263,035 14,463,147
Less: repayments |16, 2 %5,160) (6,463.289]
_Closing balance B 12 UB4, 875 7,999 858
12. SHORT-TERM DEPOSITS & PREPAYMENTS
Frepayments £87,650
Letters of credit 8,144,419
Deposit against deferred letters of credit
- - Rz 8,832,069
13. REFUNDS DUE FROM THE GOVERNMENT
Advance income tax - net 554,768,110 297,273,252
Export regulatory duty refundable 13.1 4, 148 408 54,148,408
Sales lax refundable 39,291 08 218,476,781
B o 40 569,897,541
13.1 Government of Pakistan [GoP) imposed regulatory duty on export of scrap and steel products with the objective to

pratect the local steel industry. This duty was nat applicable in respect of goods manutactured and exported trom
raw material imported under the Duty and Tax Remission Scheme [DTRE] or in manufacturing bonded warehouse.
However, the company under protest deposited the requlatory duty to clear the export consignments at that time.
This fact is also evident from the subsequent withdrawal of duty by Federal Board of Revenue [FBR] from exports
made out of finished goods manufactured from raw matanal imported in manufacturing bonded ware house or
under DTRE regime. The matter is currently pending before The Customs Appellate Tribunal. The Management
is rigrously contesling the case, The Management and legal advisor are of the gpinion that the matter would he

decided in favor of the Company.

Rupees Note 2015

14. OTHER RECEIVABLES
[Considered gaod|

Other receivables 2288795

Related parties

- Current partion af long-term loans to employees 6 /83,720

- Mughal Steel Metallurgies Corporation Limited

Accrued markup 15.1 58941

2014

2,088,756

418,180
2.400,000
3,018,180

5,106,574
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Rupees Naote 2078 2014
SHORT-TERM INVESTMENT:
Held-to-maturity investments:

Term daposit receipts 15.1

The above instruments carr y prohit ranging from 6,40 %

o
(=]
&

Rupees Note 2015 2014
1 CASH AND BANK BA E
Cash in hand 724,424
Balances with banks
- Current accounts 105,745 546
FLS saving accounts 16.1 10.875.777
116,621,323

117,345,747

1 hese carry return up to 6% (June 2014: 7.5%| per annum

Rupees 015 2014

Authorized share capital
Number of Shar

15 2014

150,000,000 Ordinary shares of Rs. 10/- each 1,500,000,000
150,000,000 1,500,000,000

Issued, subscribed & paid-up capital

Number of Shares
2014
8.801.710 Ordinary shares of Rs. 10/- each 88,017,100

allolted for consideration paid in cash

58,572,553 Ordinary shares of Rs. 10/- each allotted 585,795,530
for consideration ather than cash

14,659,890  Ordinary shares of Rs. 10/- each allotted 144,598,900
as bunus shares

82,041,153 820,411,530

Ordinary shares issued for consideration otherwise than cash represents shares i1ssued againsl purchase of

business camprising of assels and liabilities of Mughal Steel (AaP)
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Rupees 2015 2014
17.2 Mavement in share capital:
Number of Shares
2015 2014
#2,041,133 82,041,153  Opening Balance 820,411,530 820,411,530
- Issuance of ordinary shares of
aoa Rs. 10/ each fully paid in cash 273.300.00 -
109291155 82,041,153 Closing Balance 105391153 820,411,530
17.3 During the year, the Company has made an Initial Public Offering [IPO] through 1ssuance of 27,350 million
ordinary shares of Rs. 10/- each at a price of Rs. 34/- per share determined through hook huilding process.
Qut of the total issue of 27.350 million ardinary shares, 20 5125 million shares were sunscribed through book
building by High Net Worth Individuals and Institulional Investors, while the remaining 68375 millian shares
were subscribed hy the General Public and the shares have been duly allotted,
Rupees Naote 2015 2014
18. CAPITAL RESERVE
Share premium reserve 18.1 &33,500.17¢
18.1 This represents premium of Rs. 24/- per share received on public issue of 27,350,000 ordinary shares of Rs.
10/- gach during the year It has been accounted for in accordance with the provisions of Section 83 af the
Companies Ordinance, 1984. This reserve can be utilized by the Company only for the purpose specified in
sectian 83(2] of Companies Ordinance, 1984.
Rupees Note 2015 2014
18.1.1 Movement in share premium reserve:
Dpening balance = -
Add: share premium @ 24/- per share against issuance
of 27,350,000 ordinary shares £56.40C.000 -
Less: transaction costs related ta issuance of shares o 52,899,524 - -
Closing halance A3 A00,174 -
Rupees 2015 2014
Restated
19. EQUITY PORTION OF SPONSOR SHAREHOLDERS' LOAN
Equity portion of sponsor shareholders’ loan 17,344,149 476,707,943
19.1 This represents equity portion of sponsor sharehalder” Inan [note, 21.2.3]
Rupees Note 2015 2014
20. REVENUE RESERVE
Un-appropriated profit 201 226,746,543 505,906,156
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Rupees Note 2015 2014

20.1 Movement in un-appropriated profit:
Opening balance 128,667,062
Frofit alter taxation for the yeal 390,859,852
Share issue cos [1,501,200)
Actuarial [loss) on remeasurement of retirement benefit obligation 112,119,5465)
Closing balance . 505,906,156
21 LONG-TERM FINANCING
Loans from hanking companies - secured 211 254,645,565
Loans from related parties - unsecured 21.2 1.357,756,235
1,612,401,800
21.1 Loans from banking companies - secured
Bank Altalah Limited - LTFF [P&M) 21149 i 130,300,500
Bank Allalah Limited - Term Finance 2.2 220,487,750
MCB Bank L imited - Demand Finance 21.1.4 36,000,000
MCB Bank Limited - LF | & || pg B : ' 56,627 474
443615724
Less: current maturity presented under current Liabilities 1188,770,159)

:"b»’l.!)f‘hf’l (‘55

21.1.1  This represents outstanding amaunt of loan abtained from Bank Alfalah Lin ited under Long-term finance
facility I"LTFF). This loan was used for financ ng plant & machinery of new re-rolling mill. The principal
was repayable in 4 years including grace period of 9 months in 17 equal quarterly installments with the last

installment gue in Oclober 2015 It carries mark up @ SBP rate + 1.50 % p.a

21.1.2  This represents cutstanding amount of loan ebtained from Bank Alfalah Limited ur der term finance facility
This loan was used for financ ing impart and construction of electrical induction melting furnace and ancillary
components. The principal was repayable in & years it cluding grace pericd of 12 months in 12 equal quarterly

installmants with the last installment payable in Oclober 2017, It carries mark updéMK +2% pa

rJ
W

The abave facilities are secured against st exclusive charge of Rs 100.000 million on land, building & steel
structure ot new re-rolling mill section by way of EM and TRM of Rs. 0.05 million, 1st hypothecation charge
af Rs. 650.00 million on plant & machinery of new re rolling mill, exclusive charge of Rs. 250.00 million or
Plant & machinery of new Electric Furnace, CCM, Load Management System and auxiliary components and

personnel guarantees of all directors lexcept independent directar] inc luding Chiefl Executive Othicer

21.1.4  This represents outstanging amount of loan obtained from MCB Bank Limited under demand finance facility
This loan was used for linancing construction of building / civil works / electrical panel / wires and erection
of induction furnace. The principal was repayable in 3 years Including grace period of & months in 10 equal

quarterly installments with the last installmenl payable in July 2016. It carries mark upld IMK +15% p.a.

21.1.5  This represents outstanding amount of loan obtained from MCB Bank Limited under lease finance facility. This
loan was used for financing electrical equipment and associated costs for grid station purchased directly from

LESCO against their demand natices and lwa brand new medium frequency induction melting furnaces along
with parts ol relaled accessories, The principal was repayable in 3.5 vears including grace period of 6 months

in 12 equal quarterly installments with the last installment payable in January 2016, It carries mark up @ 3 MK

+15%p.a
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21.1.6 The above facilities along with Short-term financing facilitics are secured against 1st specific charge of Rs.,
876.000 million over specific fixed assets of the Company [by way of equitabie / token registered mortgage with
respect (o land & building and by hypothecation of machinery], 15t pari passu charge of Rs. 507.000 million,
2nd charge of Rs, 310.000 million and 5th charge of Rs. 100.000 million over current assets of the Company,
making the aggregate charge amount as Rs, 217 000 million and personnel guarantees of all directors [except
independent director] and Chief Executive Officer

Rupees Mote 2015 2014
Restated
212 Loans from related parlies - unsecured:
Mughal steel 21.2.1 = 964,004,469
~ Sponsor shareholders loan 21.2:2 834,693 04 393,751,766
834.693.04Y 1,357,756,235
21.2.1  The loan was completely paid off / sattled during the year.
Rupees 2015 2014
21.2.2 Sponsor shareholders loan
Interest free loan 1,564,037.214 870,459,709
Present value adjustment (B28,456 1467) 1518,895,632)
Unwinding of discount Z1.112.016 42,187,689
Present value of loan trom sponsor shareholders 836,693 393,751,766

21.2.3  This represents interest free and unsecured loan received from the sponsor shareholders of the Company,
which will be repaid through cash generated internally from operations, however, 1t is not repayable before
2020. It has been recognized al amortized cost using discount rate of 12% per annum. The resulting difference
has been transterred to equity and is being amortized over the term of the loan.

This interest free laan has been discounted using market related interesl on loans with similar terms and
conditions and the resulling credit has been transferred o equity in the current year The adjustment has
been made relrospectively in accordance with IAS-B "Accounting Policies, Changes in Accounling Estimates
and Errors™. Consequently, loan from sponsor shareholders’ as at June 30, 2014 has decreased by Rs. 518.895
million with a carresponding increase in equity portion of loan fram sponsor shareholders by Rs, 518,895
million. This classilication has na impacl on basic or diluted earning per share of the Company for the year
ended June 30, 2014,

Rupees Note 2015 2014
22. DEFERRED LIABILITIES
Retirement benefit abligation 22.1 ? 647,572 35,258,666
Deterred taxation - net 22.2 2,735,120 1,944,733
Deferred income - 22.3 - ' BLE RO 2,763,245
63,221,192 39,968,644
221 Retirement benefit obligation - unfunded gratuity plan
Amount recognized in balance sheet 59,652,572 35,258,666

The Company aperates a defined benalit plan which comprises of an unfunded gratuity scheme for its
permanent employees, The scheme defines the amounts of henefit that an employee will receive un or after
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retirernent subject lo a minimum gualifying period of service under the scheme. Actuarial valuation of the
scheme is carried out every year and the latest actuarial valuation was carried out on June 30, 2015 using
Projected Unil Credit method by an approved actuary Details of the obligativn as per the actuarial valuation is

as follows:

Rupees 2015 2004

22.1.1 Mavement in balance sheet liability

Opening balance 5 4 15,579,684
Expense charged lo profit & loss account 119,99 6,215,282
Remeasurements recogmzed in other comprehensive income 715,04 13,847,244

35,642,210
Less: benefits paid 7., 135] (383,544]
Present value of defined benefit obligation 59,602,671 35,258 666

22.1.2 Movement in present value of defined benefit obligation

Opening hability 15,258 b4t 15,579,484 |
Currenl Service cost : 4,599 551
Past service cost 10,970,749 -
Interest cost on defined beneht obligation d:d24,801 [ 1,615,731
Actuarial [loss| on Remeasurements of retirement benefit obligation Il _ 8 13,847,244 |
Benehits paid [3.727.135] (383,5441
Present value of defined benefit obligation as June 30, 7,402 K7 35,258,666

22.1.3 Expense charged to profit & loss account consists of:

Current Service cost 12,010,354 4,599,551
Past service cost A L -
nterest coslt L 74 1,615,731

6,215,282

22.1.4 Amounts recagnized in other comprehensive income are

Actuarial loss an retirement henefit obligation 5.048 13,847,244

22.1.5 Expense charged to profit & loss account:
Cosl of sales 54,4 4,214,411
Distribution cost 0423 205,550
Adminislrative expenses AT 1,795,321
6,215,282

22.1.6 Key actuarial assumptions used:

Discount rate used for interest cost % 2L 10.50%
Discount rate used for benefil ublgation % R 13.25%
Fulure salary increased % .79 12.25%
Next salary increase ' 01-Jul-15
FPre-retirement martality [ 1-200" SLIC 2001-2005
! KT yzar Set back 1 year
Withdrawal rates Aye base Age based
Retirement assumption Age ¢ Age 60
Actuanal valuation methad used Projected unit credit method

Expencses ul defined benefit plan 15 calculated hy the actuary. Figure in this note are based on the lalest
actuarial valuation carried out as at June 30, 2015
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22.1.7 Sensilivity analysis for actuarial assumptions:
Ihe sensitivity of the defined henefit obligatian 1o changes in the weighted principle assumnptions is.
Change in Increase in Decrease in
assumption assumption assumption
Discount rate + - by 100 bps 49,338,697 58,779.971
Salary increase + - by 100 bps SH, B89 840 49,165,846
There is no significant change in the obligation if the life expectancy increases by 1 year
The sensitivity analysis are based on a change in an assumption while holding all other assumptions constant,
In practice, this is unlikely to occur, and changes in some cof the assumptions may be correlated.
Based on actuary’s advice, the amount of expected contribution to gratuity fund in 2015 14 will be Rs, 19,946
million.
The average duration of the defined banefit chligation is ¥ years.
Rupees 2015 2014 2013
22.1.8 Experience adjustments in respect of:
Benefit obligation 15,048 13.847,244 993,973
Rupees 2015 2014
22.2 Deferred taxation - net
Opening balance 746,734 (3,095,974
Charge for the year
- Profit & loss account 1,024,352 6,770,389
- Other comprehensive incame ) (235,766 (1,727.679]
Closing balance 2,735,120 1,946,734
22.2.1 Netdeferred tax liability recognized is as follows:
Credit balance arising in respect of taxable temporary differences:
Accelerated depreciation allawance 144,186,201
Debit balance arising in respect of deductible temporary differences: - -
Retnement benefit obligation (11,4670 506] (4,399.118]
lLosses [62.188,217 (42,745,859
Minimum tax & tax credits 161,922,5581 || 195,094,480)
|253,381,781) (142,239,467]
273512 1,946,734
22.3 This represents unearned income in respect of vehicle loans te execulive employees,
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Rupees Note 2015 2014

23. TRADE & OTHER PAYABLES
Irade creditors
- Local 123,063,481
- Fareign ' i) -
123,063,481
Advances from customers
Foreign ' [ 252,109,413
- Local
Others 82,347,754

- Mughal steel Metallurgies Corparation Limited |Related party) -
334,458,667

Murabahah - Secured 23.1 20,073,401
Salaries, wages & benefits payable 67 13,635,620
Utilities payable 712.690.824
Provision against requlatory duty 23.2 -
Accrued expenses 830,660
Withholding tax payable i 622,010
Advance from related party 23.3 8 -
Warkers' profit participation fund payable 23.4 20,927,908

586,300,571

23.1 This represents Murabaha / Import Murabahah facility for purchase of used / bailed tires, direct reduced iran,
cobble plates, steel scrap/billet, Ferro silicone / ferromanganese / Ferto chrome and silicone manganese etc
and retirement of LCs. This facility is operative for 180 days and carrics profit rate of respective KIBOR + 1.25 %
per annum. The facility is secured against 1st pari passu charge of Rs. 667.000 million aver present and future
current assets of the Company, ranking charge of Rs. 333.000 million uver present and future current assets
af the Company to be upgraded in to 1st pari passu charge within 180 days from the date of sanclion advice
The aggregate available Short-term funded facilities amount to Rs. 750.000 million (2014: Rs. 750.000 million)
out ot which Rs. 491.266 million [2014: 729.927 million] remained unveiled at the year end

23.2 The Company issued yuarantees amounting to Rs. 333,090 million in favor of custams department on account
of regulatory duty imposed an import of “Prime Alloy Steel Billet” from China vide SRO 56Bl1)/2014 dated
26.06 2014 as amended by SRO 18111/2015 dated 1£.01 2015 Writ petition was filed by the Company in the
Honorable Lahore High Court against the above notifications. The Honorable | ahore High Court ILHC) upan
nearing the matter declared that the notification under SRO 568(11/2014 as amended vide notification SRO
18(1)/2015 followed by replacement of the table to the RD notification through amending notifications SRO No
121{11/2015 and SRO NO. 131(1)/2015 both dated ebruary 12, 2015 as applied to import of "Prime Alloy Steel
Billet” from China as illegal, without lawful authority and with no legal altect. However, the Sindh High Court
(SHC) passed an order in favor of the department due to which the collector of customs refused to release
the guarantees against which further wril petitions were filed with the Honorahls Supreme Court of Pakistan
The Honorable Supreme Court of Pakistan has subsequently to the reporting date dismissed the writ petitions
filed by taxpayers against levy of regulatory duty by Government of Pakistan on goods covered under FTA

Lonsequently, the Company has recognized provision against the related guarantees issued

23.3 I'his represents unsecured Short-term advance from Mughal Energy Limited. It carries markup @ 9.50 % per

annum.
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Rupees Note 2015 2014
23.4 Workers' profit participation fund payable:

Opening balance 6.161.494
Allucation for the year 20,927,908

. B n 27,089,402

Paid during the year 20,327 90 [6,161,494)
= Elosing balance ' ) 8,156,726 20,927,908

24, ACCRUED PROFIT / INTEREST / MARK-UP
Accrued profit / interest / mark-up payable in respect of:
Long-term borrowings 7,344,073 11,612,591
Shurt-term borrowings

- Related party 733 5,329 -
- Others 0,648 28,900,342
- o N h 13,222,437 40,512,933
25, SHORT-TERM BORROWINGS
|Secured)
Banking and financial institutions: 25.1
Cash finance 537,450,000 | 563,501,952
Running finance 66,174,717 |
Export running finance 200,000,000
Other financing facilities 3 | 1,973,064 822
59 2,802,741 491
lemparary overdrawn 252 151,330,482 =
- N 2046402710 2.802,741,491
25 The above facilities have been obtained fram various banking companies for working capital requirerments and

are secured by charge over current and future assets of the Company, personal guarantees of the Directors,
pledge of stocks, lien over documents and title af ownership of goods imparted under letters of credit, 1st pari
passu charge of Rs. 507 million, 2nd charge of Rs. 310 million and 6th charge of Rs, 100 mullion over current
assets, 1st pari passu charge of Rs. 800 million and against Trust Receipt duly executed in tavar of bank,

These facilities carry mark-up at the rates ranging from SBP rate + 1% to 3 MK + 1.50% (2014: SBP rate +7 %
to 3 MK+ 1.50 %) per annum payable guarterly

Ihe aggregate available short-lerm funded facilities aimount ta Rs. 5,550,000 millon 12014: Rs. 4,864.000
millien] out of which Rs. 3,654 948 million (2014: 2,061.2¢ million) remained unveiled at the yzar end.

25.2 This represents lemporary overdraft due to cheques issued by the Company at the reporting date.
25.3 Facilities available for npening letlers of credit / guarantee aggregate to Rs. 10,414.500 million [2014: Rs.
5,718.000 million] out of which Rs. 7,752 &5 million [2014: Rs. 4,4%6 870 million) remained unutilized at the

year end,

24, CONTINGENCIES AND COMMITMENTS
Contingencies:

il The Finance Act, 2008 introduced an amendment to the Workers' Weltare Fund Ordinance, 1971 (WWF
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Ordinance), thus rendering the Campany liable to pay contribution to WWF at the rate of two percent of
their accounting or taxable income, whichever is higher In 2011, the Honourable Lahore High Court (LHCI
in a Constitutional Petition relating ta the amendments brought in the WWFE Drdinance, 1971 through
the Finance Act, 2008, has declared the said amendments as unlawtul and uncanstitutional. However,
in 2013, a larger bench of Sindh High Court [SHC| passed an order declaring that the amendments
introduced through Finance Act 2008 do not suffer from any constitutional and legal infirmity. Both the
decisions of LHC and SHC are pending before Supreme Court for adjudication. The management is of the
view that the decision of LHC will remain applicable to the Company as the Company’s registered office 1s
situated in its jurisdiction till the decision of Supreme Court. Accordingly, aggregate net of tax provision
of Rs. 27.841 million has not been recorded in these financial statements. The outcome of the matter 1s
presently undeterminable

il Aggregate amount of guarantees given on behalf of the Company amounted to Rs. 319.771 million to

various Government departments. [2014: Rs. 124.400 million).

il The Company has issued post dated cheques issued in favor of customs department aggregating to Rs
508.918 million [2014: Rs. 410.235 millien|

Commitments:
i) Non-capital commitments 1,088,478,251
il Capilal commitmenls 8,254,250

il The amaunt of future payments under operating leases and the period in which these payments wil

become due are as follaws

Rupees Nate 2015 2014
Not later than one year .44 1,440,000
ater than one year and not later than five years 7,200,000
8,640,000
27. SALES - NET
Gross lacal sales . 1 3,749,085,260
Less: sales tax [26,048,063]
Net local sales 271 1.723,038,197
Export sales 2,249,634,495
5972672692
7 This includes sale of raw material amounting to Rs. 94 495 million [2014: Rs. 174 782 million| The related cost

has been included in cost of sales
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Rupees Note 2015 2014
28. COST OF SALES
Opening stock of raw material 082,698 410,248,164
Add: purchases 1R R0 Andk 4,831,006,248
- - 111,279,660, 673 5.241,254,412
Less: closing stock of raw material [2,53%9.081.7701 (1.082,698,119]
" Raw material consumed ' 3,440,578.903  4,158,556,293
Wages, salaries & other benefits 281 W26, 617 138,794,400
Stores, spare parts & loose tools consumed YRA.02Y B3 537,042,306
Fuel and power £5,479,70% 304,133,270
Repair & maintenance 66113 R 1,450,140
Other manufacturing expenses 48,932,040 33,890,682
Depreciaticn 5.1.1 72037 446 65,093,296
~ Cost of goods manufactured ' 10,804,186,495 5,738,961,127
Add: opening stock of finished goods 7,927,209 53,662,217
Less: transfer to capital work-in-progress 13.200.758]
Less: clusing stock of finished goods WE1.047,174] [547.927,209]
- - 101,957,165,74 5,244,694,135
28.1 This includes Rs. 20.554 million [2014: 4.214 million] on account of retirement benetit charge.
28.2 Cost of sales include Rs. 20.391 million [2014: 173,144 million) on account of cost af raw material sold.
Rupees 2015 2014
29. DISTRIBUTION COST
Salaries & other benefits R77 859 810,744
Travelling 75.8B03 =
Freight & forwarding 42 157 546 3142119
Sales promotion & marketing expenses 7,640,340 7.535,400
) I &1, Rlb 57 11,488,863
29.1 This includes Rs. 0.270 million [2014: 0 205 million] on arcount of retirement benefit charge.
Rupees Note 2015 2014
30. ADMINISTRATIVE EXPENSES
Directors’ remuneration 7,200,000 2.000,000
Salaries & other benelils 0.1 43 509.817 31,767,009
Traveling & conveyance 3,023,089 3,872,234
Postage, telephaone & fax 1. 274,965 597.663
Printing, slationery & office supplies 1,571, b&f 399,316
Legal & professional charges J. 809,304 3,424,018
[ ntertainment 366,77 723,170
Fee & subscription LLSTNHY 1,095,170
Rent, rates & taxes | 44,000 1,581,000
Repair and maintenance 1,324,185 231,190
Computer expenses 934,121 216,500
Vehicle running & maintenance 247,734
Utilities 10,019,459
Insurance 1,943,365
Miscellaneous A AT A
[epreciation 5.1.1 8773742 11,780,136

837977 79142144
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30.1 Thisincludes Rs £.381 million [2014: 1.796 million] on account of retirement benefit charge.
lupes Mot 2014

OTHER CHAR

Workers profil participation fund 20,927 908
Loss on de-recognition of available for sale investmenls 561,600
Charity & dorations 31.1 3,384,094
|.oss on sale of stare items

Balances written off =
Auditars remunaration 31.2 %05.000

Louss on sale of fixed assels -
25,778,602

irectors or their spouse had nc intereslt in the donee's fund

RUDRE: B wote 201 2014
Audilor f
Audit fee 885,000
Review report on code of corporate governance
Out of pocket expenses Z20.000
905,000
THER INCOME
Incame from financial assets:
Return an saving accounts 183,214
Balances written back -
Return on held-to-maturity investrments =
183,214
Income from non-financial assets:
Exchange gain - net -
Rental income from relatad party 3,480,000
3,663,214
FINANCE COS
Profit / interest / mark-up:
Advance from related party =
Short-term borrowings 183,436,681
Long-term financing 26,798.430
210,235,111
Bank & -"I”'I""‘.’ ch ."[I'\'_I'_" S ’F,,Eéfla,?;:i

217,599,894

De

Borrowing cost capitalized during the year amounted to Rs 6 .769 million (2014: Rs. 21 601 million). The rate

of mark-up has been disclosed in Note. 21 to the iinancial statements
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NOTES TO THE FINANCIAL STATEMENTS

for the year ended June 30, 2015

Rupees Note 2015 2014
34 TAXATION
Current -
Prior 4 -
Deferred 024,13 6,770,389
- ) - 6,770,389
34.1 Relationship between income tax expense and accounting profit:
Praofit before taxation 85,821 397.630,248
~ Taxon accounting profit at the applicable tax rate af 33% (2014 34%)] B.38 1 ]335_]94,284
Tax effect of amounts that are admissible for tax purposes LG, 134 162,439,156
Tax effect of amounts that are inadmissible for tax purposes 3,704,551 18,931,944
Tax effect of tax credits, losses 114,475,107 179.269.695]
Income subject to linal and minimum taxation 2,633 112,417,378|
Effect of prior year 71,978 -
lax etfect af timing differences W2, 535 6,770,389
- ' - 510,330 6,770,389
Average rate of tax ’ 2%

34.1.1

The tax provision is calculated by considering the tax apclicable on exports and trading income along with
provisions of saction 113, 113C and tax credils available under the Income Tax Ordinance, 2001

364.1.2  The incame tax assessments of the Company have been finalized up to and including the assessment year
2002-2003. Tax returns of subseguent years are deemed lo be assessed under provisions af the Income Tax
Ordinance, 2001, unless selected for audit by the taxation authorities, The Commissioner of Income Tax may al
any time during the periad of five years from dale of filing of return, select the deemed assessment arder for
audit.

3413 The Finance Act, 2015 introduced a new tax under Section 54 of the Income Tax Ordinance, 2001 on every
public company other than a schaduled hank or modarabs, that derives prolits for a tax year and docs not
distribute cash dividend within six months of the end of said tax year or distributes dividends to such extent
that its reserves, after such distribution, are in excess of 100% of its paid up capital. However, this tax i1s not
applicable in case of the Campany, as the reserves ol the Company after declaration of dividend by the Board
of Directors remains helow 100% of the paid up cagpital of the Company. Accordingly, no provision for tax an
undistributed reserves has been recognized in Lthese financial statements.

Rupees Note 2015 2014

35. BASIC AND DILUTED EARNINGS PER SHARE
Profit after taxation attributable to ordinary sharehalders ' . 390,859,859
Weighted average number of ordinary shares sutstanding

at the end of the year 35.1 8,878,653 82,041,153
Basic carnings per share ({0 476
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Rupees

Note 2015 2014

Weighted average number ol ardinary shares oulstanding at the end of the yeai
Shares autstanding as at beginning of the year ' 82,041,153
Weighted average of shares issued during the year -

82,041,153

Diluted earnings per share has not been presented as the Company does not have any convertible instruments
in issue as at June 30, 2015 and June 30, 2014 which would have any effect on the earnings per share if the

oplion to convert is exercised.

Rupees o o Note 015 2014
CASH & CASH EQUIVALENTS AT THE END OF THE YEAR
Cash and bank balances 117,345,747
Temporary overdrawn =
Short-term running and cash finances | 629,676,669
[512,330,922]
NET CASH GENERATED FROM / [USED IN] OPERATIONS
Profit before taxalion 397,630,248
Adjustments for non-cash charges and other items:
Depreciation | | 76,873,432
Finance costs 217 59%.894
Lass on de-recognition of "available-for-sale’ investments 841,600
Retirement benefit charge , 6,215,282
Balances written back =
Balances written off =
Loss an sale of fixed assgts -
Frovision against requlatory duty ' =
Heturn on held-to-maturity’ investments ' ™
Provision for workers' prohit participatian fund ' L 20927508
] 322,178,116
Profit before working capital changes 719,808,364
Effect on cash flow due to working capital changes
[Increase] in current assets:
Stares, spare parts & loose tools ' (48,779,348
Stock in-trade | 112,210,340,147)
Trade debts 4 [90.488,841)
Advances | (221,510,590
Short-tarm deposits & prepayments I 12,458,998]
Refunds due frum the Gavernment _ 34,578,612
Other receivables | . | 2598173

[2,534,401,159]

Increase in current liabilities:
Trade and other payables | 306,003,753
[1,508,589,042)
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NOTES TO THE FINANCIAL STATEMENTS

for the year ended June 30, 2015

Rupees 2015 2014
38. PLANT CAPACITY AND ACTUAL PRODUCTION
Total installed capacity [MT)
Melting thé 00 294,000
Re-Rolling aln, 000 688,000

Installed capacity availability (MT)

Melting 72750 48,000
Re-Rolling 229,688 187,500
Actual production [MT)

Melting =9 559 46,732
Re-Rolling 180,23 112,71

38.1 Low production during the period is due to power and gas shutdowns. Total installed capacity 1s based upon
24 hours of eleclricity available Installed capacity is hased upon electricity available and availability ol
manutacturing units.

Rupees 2015 2014
39. NUMBER OF EMPLOYEES

Number of employees as at the end of the year 416
~ Weighted average number of employees - 137 349
40. RELATED PARTY DISCLOSURES

Related parties comprise entities with caornmon directorship or under influence, directors and key management
persannel. Details of transactions with related partics during the year, other than those which have been
specifically been disclosed elsewhere in these linancial stalements, are as follows:

Rupees 2015 2014

Entities under significant influence:

Mughal Steel [Sole Proprietor]

- Sale 45 964,266 1.542,627.120
- Service charges 12,717,230 -
- Rental Income - 1,080,000
Fine steel [Sole Proprietor]

- Sale 167,051, 433 -
- Service charges 0.732.47¢ =

Entities with common directorship:
Mughal Steel Metallurgies Corporation Limited

- Sale 2.75¢4,249 163,759,595
- Rental income %, H300,000 2,400,000
Al-Bashir Steels [Private) Limited

- Rent paid 1,440,000 1,440,000

Sale and purchase transactions have been carried oul on commercial terms and conditions under comparable
uncontrolled price method. Outstanding balances with related parties as at year end have been disclosed in
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relevant notes. There are no transaclions with key management personnel ather than under the terms of
employment. Any transactions, if any, with key management other than under terms of employment have
been disclosed in relevant notes Transacltions, with key management under terms of employment have been

disclosed in note 41

&1 REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS & EXECUTIVES
Chief Execulive Directors Executives
L L 2014 015 2014
Managernial remunaralion 1,000,000 4,00 17,699 871
(thsr allowances - - #5600 062
3,000,000 & 000 D0C 26,275 953
Number of persans 1 3 23
Aggregate amount charged in these financizl statements in respect of meeting fee for independent director

aggregates to Rs, 30,000/- Chiet Executive Officer, Executive Directors and some of the Executives are
provided with Company maintained cars in accordance with their lerms of employment, Executives include
emplovees whose annual basic salary is more than Rs 500,000/-. The remuneration to directors include Rs.

7.209 mullion on account af remuneration to four non-executive directors

The Company bears travelling expenses of Chairman, Chiet Executive and all Directors relating to travel for

official purposes including expenses incurred in respect of attending Buard Meetings

£1.3 The Chief Execulive, Directors and Exzcutives as above represent key management personnel of the Company,
i.e. the personnel having authority and respensibilily fer planning, directing and controlling the activities of the

Company

The Board of Diractars has overall responsibility for the establishment and oversight of the Company’s risk
management framework, The Beard 1s also responsible for developing and menitoring the Company’s risk

management policias.

The Company's risk management policies are established to identily and analyze the risks faced by the
Company, ta sel appropriate risk limits and contrals, and to monitar risks and adherence to imits. The Board
meels frequently throughout the year for developing and monitoring the Company s risk management policies.

he Company, through its training and management standards and procedures, aims to develop a disciplined

and constructive cantral environment in which all emgloyees understand their roles and obligations,

The Audit Committee oversees how management maonitors 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 Campany, The Audit Committee 1s assisted in its oversight role by Internal Audit department.
Internal Audit undertakes both regular and ad hoc reviews of risk management contrals and procedures, the

resulls of which are reported ta the Audit Committee.
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NOTES TO THE FINANCIAL STATEMENTS

for the year ended June 30, 2015

42.2 Financial instruments by category
Loans & receivables Held to maturity

Rupees 2005 2014 2015 20M4 2015 2014
Financial assets
Maturity up to one year:
Trade dehts ] ¢ 321 049 442 LFNAPARYG A2 049,443
Advances EW 7,999 B5& flaz a 7999 858
Short-term deposits & prepayments
Dther receivables , 3815 3,108,978 - pe f 5,106,97¢

Shart-term lnyvestments ~ . - el 436 =

Cach and bank balances : 177,345,747 - A 3l 117,345,747

Maturity after one year;

Leng-term loar to

enployess 1 B24 535 - ¥ #424,535

Long-term deposits e 25830 18,163,313 - - 52583 18,183,313
470502852 . - 1932a%Esd  ATOSUYBIE

Financial habilities

Maturity up to one year:

Trade and other payahies 3, ) 230,293,984
Accrued profit [ interest / mark-up a3 40,812,932
Short-term harrawings & 2.802.741 491
Current maturity of leng term lizbilines Bya I 168.770,15%

Maturity after one year:
Long-term hinarcing ; o 1L612.407 800
£,876.770,369

Off balance sheet financial instruments

Letters af credit 12165 008 1,096,732,501

Letters of guarantes 3 8E B¢ 124,400,000
v 147,357 1,221,13250

42.2.1 The effective interest / mark-up rates for the monetary financial assets and liabilities are mentioned in
respective notes to the financial slatements

423  Financial risk factors
The Company has exposure to the following risks arising from financial instruments:

1] Credit risk
nl  Liguidity risk
) Market nsk

42.3.17  Credit Risk

Credit risk represents the risk that une party to a hnancial instrument will cause a financial loss for the other
party by failing to discharge an abhigation. Company's credil risk is primarily attributable to its investments,
trade debts, cther recevables and its balances with hanks To manage credit risk the Company maintains
procedures covering the application for cradit approvals, granting and renewal of counter party limits
and manitoring of exposures against these limits, As part of these processes the financial viability of all
counterparties is regularly monitored and assessed. Dut af total financial assets of Rs 1,232 495 million (2014
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Hs 470 510

Rs. 460 343 myllion)

Exposure to credit risk:

The carrying amount of financial assets represents the maximum

million), the financial assets that are subject to credit risk amount 1o Rs. 1,469 991 illion |2014:

credit exposure, The maximum exposure Lo

credit risk at tha reporting date is as follows
Rupees 2014
Held-to-maturily
Short-term Investments -
Loans & receivables
Long-term deposits 18,183,313
Trade debts 321,045,463
Other recevahle 4,488,796
Bank balances 116,621,323
460,342,895
460,342,895
Concentration of credit risk:
he Company identifies concantration of credit nisk by relerence (o type of counterparty Maximum exposure
to credit risk by type of counterparty is as follows
Rupees 2014
Customers 321,049 463
Banking companies and financial institutions 116,621,323
Others 22672109
440,342 895
Credit quality and impairment:
Credit quality ol financial assets is assessed by reference to exlernal credit ratngs, where availlable, or lo
historical information about counterparty default rates. All counler parties, with the exception of customers,
have external credit ratings determined hy various credil rating agencies. Credit quality of custamers
is assessed by reference to histarical detaults rates and presenl ages.
Counterparties without external credit ratings:
These include cuslomers which are counterparties to local trade debt againsl sale of steel products. The
analysis of ages of trade debts of the Company as at the reporting date 1s as follows
The aging of trade debts at the reporting dates 15
Rupees 2014

- Not yet due

- Past due 31-90 days
Past due $1-1811 days
Past due 181-34l] days
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NOTES TO THE FINANCIAL STATEMENTS
for the year ended June 30, 2015

Customer credit risk 1s managed according to Company's policy, procedures and controls relating to customer
credil risk management. Craedit limits are established for all customers based on internal rating crileria.
Credit quality of the customer is assessed and based on an extensive credit rating. Dutstanding customer
receivables are regularly manitored.

Delail of trade debts from ralated party 1s disclosed in their raspective nates.

Counterparties with external credit ratings:

These include banking companies and financial institutinns which are counterparties to cash deposits, term
deposits, margin deposits and accrued return thereon etc. The credil risk on liquid funds held with these
caunterparties is limited because the counter parties are banks with reasonable high credit ratings.

The credit guality of bank balances that are neither past due nor impaired can be assessed by reference to
external credit ratings or to historicel informalion aboul counterparty default rate. Following are the credit
ratings of the counterparties with externzl credit ratings

42.3.2

Rating

Agency Short-term Long-term
Bank balances
Allied Bank lirmited PACRA Als AAs
Askari Bank Limited JCR-VIS Al+ AA
Bank Al-Habib Limited PACRA Al+ Al
Bank Allalah Limited FPACRA Al+ AA
Bank of Punjab FACRA Al+ Ad-
Banklslami Pakistan Limited FACRA A A
Cubai lslamic Pakistan [imited JCR-VIS Al A+
Hahib Bank Limited JCR-VIS Al+ AAA
Habib Metropolitan Bank Limited FACRA Al+ Als+
JS Bank Limited FACRA A+ Al+
MCH Bank Limited PACRA Al+ AAA
Meezan Bank Limited JCR-VIS Al- AA
National Bank of Pakistan PACRA AT+ AAA
Samba Hank Lirnited JCR-VIS Al AN
Silk Bank Limited JCR-VIS AZ A-
Soneri Bank Limited PACRA A+ AA-
Standard Chartered Bank Limited PACRA Al+ AAA
Summit Bank Limited JCR-VIS Al A
United Bank Limited ICR-VIS Als Al+

Due ta the Company’s long standing business relationships with these counterparties and after giving due
consideration to their strong financial standing, management does nat expect nan performance by these
counterparties an their abligations to the Company. Accordingly the credit risk is minimal.

Liquidity Risk

Liquidity risk is the risk that an entity will encounter dillicully in mesating the obligatians associated with its
financial liabilities that are settled by delivering casn ar another financial assets, or that such obligations will
have lo be settled in @ manner unfavorable to the Company. Management closely monitors the Company's
liquidity and cash flow position. This includes maintenance of balance sheet liquidity ratios, debtors and
creditors concentration both in terms of the overall funding mix and avoidance of undue reliance on large
individual custamers.

108 \ Maghal lron & Steal Industries Limited

n



Ultimate respansibility for liquidity risk management rests with the Board of Directors, which has built an

appropriate Liquidity risk management framework for the management of the Company’s short, medium

and leng-term funding and Lguidity managemant requirements. The Company manages liquidity risk by
maintaining adequate reserves, banking facilities and reserve borr owing facilities by continuously monitoring
forecast and aclusl cash flows and matchi 1g the matunty prohles of financial assets and liabilities. Included
in Note. 25 to the financial statements is a detail of additional undrawn facilities that the Company has at its

disposal to turther reduce Liguidity risk

Exposure to liquidity risk:

Contractual maturities of financizl Liabilities, including estimated interest payments

The tollowing are the remaining contractual maturitics at the teporling date. The amounts are grossed and
undiscounted, except, for loan from sponsor shareholders which has been discounted Inote. 21.2.3) and

include estimated interest payments and exclude the impact of netling agreements

Rupees

Carrying Contractual Withing 1 Between 1 &5 After S

M mount cash flows year years year

Non-derivative financial liabilities
At amortized cost

| ."'pr_",-h- m hinancing

Short-term herrowings

Irace ang cther payables

Accrued profit /interast / mark- n

Rupees

¥ing Contractua Withing 1 Between1& 5 After 5

W
=

 flows year years year

Naon-derivative financial Liabilities

Al amortized cost

Long-term linancing
r—h aort-term borrowir Qs ‘ Bl
rade and other payables

Ar g profl /inleres: / mark-up

Market Risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, intereslt rates and equity
prices will affect the Company's income ar the value of its holdings of the financial instruments. The objective
of market risk management is tot manage and control market risk exposures within acceptable parameters,

while aptimizing return,

Annual Reporl fur the year 2ndec June 30, 2015



NOTES TO THE FINANCIAL STATEMENTS

for the year ended June 30, 2015

Currency risk:

Currency risk is the risk thal the fair value or future cash flows of a inanoal instrument will fluctuate because
of change In fareign exchange rates. The company 1s mainly exposed to currency risk on import of raw
materials.

The Company’s expesure to foreign currency risk 1s as follows

Rupees 2015 2014
usn uso

Outstanding letter of credits 010850

The following exchange rate has been applied as at the reporting date (PKR) L178

Al the reporting date, if the PKR had strengthened / weskerned by 5% against USD with all other variables held
constant, profit after tax would have been higher / lower by Re. 152725 million [2014: NIl

Price risk:

Price risk represents the risk that the fair value or future cash flows ol financial instrument will fluctuate
because of changes in market prices, ather than those arising trom nterest rate risk or currency risk, whether
thase changes are caused by factors specific to the individual financial instruments or ils issuer, or factors
affecting all similar financial instruments traging in markel.

The Company does not nold any investments which is exposed it to price risk.

Interest rate risk:

Interest rate risk represents the risk that tha fair value ar future cash flows of a financial instrument will
flucluate because of changes in market interast rates. Al the reporting date the interest rate profile of the
Company's interest bearing financial instruments was as follows

Rupees 2015 2014
Financial assels:

Fixed rate instruments
Sheart-term Investments 24620434 -

Financial Liabilities:

Fixed rate instruments
B Spensor shareholders’ loan B36.65 067 393,751,764
B3¢ 497 U7 393,751,766

Variable rate instruments
Long-term financing
Short-term borrowings

781 440,415 724
2.278 2,802.741,491
2. 148, 118002 3.246,157,215

Fair value sensitivity analysis for fixed rate instruments:

The campany does not account for any fixed rate hinancial instruments at fair value through profit and loss,
therefore, a change ininterest rate at the reporting date would nat affect the profit and loss account.
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Cash flow sensitivity analysis tor variable rate instruments:

Achange of 100 basis points in interest rates at reporting date would have increased / decreased profit for the

year by Rs. 27 635 mullion (2014 19,943 million

The related markup rates [or variable rate financial instruments are indicated in the related notes to the

d

interim hinancial statements. The sensitivity analysis prepared is not necessarily indicative of the effects on

the profit for the period and assets / | of the Company.

Fair value

The carrying vz

>s of all financial assets and tinancial Labilities reflected in the financia statements

approximadle their fair values except Long term deposits and | aong-term loans to employees. Fair value is the

amount for which an assel coulz be exchanged, or a Liatility settled. betwean knowler

igeable, willing parties
nanarms

on. !f the transaction i1s not based on market terms. or il 8 market price cannot
ne read [y delzrmined. then an estimat of future cash paymenis or receipts, discounted usir 9 the current
market interest rate for a similar lnancial instrument, 1s used to aporoximate the lair value

dpp

OPERATING

nese financizl statements have neen prepared on the basis of a single reportable segment
Revenue from steel products represents 100% of the total revenue of the company

1nj Majorily of the sale 1s made to customoers thin the country

All nen-current assets of the Company as at June 30, 2015 are located in Pakistan

CAPITALR

SK MANAGEME

|"1'.

Ihe Board's policy is to maintain an efliciert capital base so as to maintain investar, creditor and market

conlidence and ta sustain the future development ot its husiness. The Board of Directors monitors the return

-apital employed, which the Campany defines as operating income divided by total capital employed. The
Board «

of Direclurs also manitors the level of dividends to urdinary sharsholders

The Compa

s objectives when managing capital are

Il to saleguard the entity's ability to continue as a yoing concern, so that it can continue to provide

eturns [or shareholders and benefits for other stakeholders and,
nl to provice an adequate return to shareholders.

The Company manages the capital structure in the conlext of econamic conditions and the risk characteristice

of the underlying assets. In order ta maintain or adju

st the capilal structure, the f.:rurT'IPJi"}'

v, for example,

adjust the amount of dividends paid to shareholders, issue new shares, or sell assets ta reduce debt

Rupees

Mate 201 2014
Unit
Kupees 4,603,91 J.40(0)

-ess: cash and bank balances Rupees [117.34F

Total debt

5, 747)
Net dett Rupees 486,567,703

Total equity Rupees 1,803,025.62%

Total capital employed Rupees 6,289.593.337

Gearing

entage T1%
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NOTES TO THE FINANCIAL STATEMENTS

for the year ended June 30, 2015

45.

Total debt comprises of Long-term financing from banking campanies, Long term loan from related parties &

Short term borrawings.

There was no changes in the Company’s approach to capital management during the year The Company is
not subject to externally imposed capital requirement, except those, related to maintenance of debt covenants

commonly imposed by the providers of debt finance which the Campany has complied with.

CORRESPONDING FIGURES

The corresponding figures have been rearranged or reclassified, wherever necessary, for the purpose of
better presentation, however, no material significant reclassifications other than those disclosed belaw have

been mada:

Reclassification from component

Reclassified from cemponent
Long-term depasits
- Lesco

Lung-term depasits & loans

- Leng-term loan to employees

Long-term lgans from related partes
Loan frem

- Mughal Steel [AoF|

- Sponsor shareholders

Plant & machinery
- Plant & machinery

Capital work-in-progress
- Civil work

Trade & other payables
- Accrued liabilities

Sales

- Gales

Sales
- Sales tax

Cost of Sales
- Depreciation

Administralive expenses
- Charity & donalions
- Auditors remuneration
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Reclassification to component

Reclassificd to companent
Lony-lerm deposits
- Others

Long-teri loars ta employees
- | nan to employees

Long-term financing

Long-term loans frum releted parties
- L aan from Mugnal Steel [AcP]

- Loan from sponsor shareholders

Plant & machinery
- Cnal gastfication plant

Capital work-in-progress

Plant & machinery

Trade & other payahles

- Salanes, wages & henefits payable
Utilites payahle
Other payables

Sales

- Sales tax

Cost of sales

Raw material consumption

- Stores, spare parts & loose tools consumed

Adminstrative Expences

Depreciation

Other charges
Charity & donations
- Auditors” remunaration

Rupees

Riupeas

12,525,000

824,535

264,004,469
393,751,766

28,235,000

44,928,985

13,615,620
72,690,824
830,660

26,048,083

1,285 B45
114,210 284

2,593,205

3,384,094
905,000



NOTES TO THE FINANCIAL STATEMENTS

for the year ended June 30, 2015

Reclassification from camponent Reclassification to component Rupees
Profit & loss Other charges
Workers profit participation fund - Workers' profit participation fund 20527908
Loss on de-recogmition of - Loss on de-recognition of 561,600
available tor sale investments available for sale investments
Administrative expenpsa Cistribution cost
Salaries & benefits Salaries & benefits 810,744

SUBSEQUENT EVENTS

The Board of Directors in its meating held on September 30, 2015 proposed a final cash dividend of Rs. 0.5
per ordinary share i.e. 5% (2014: Rs. Nil per share] amounting to Rs, 54 695 million [2014: Rs. Nil and banus
shares in proportion of 1.5 shares for every 10 shares held i.e. 15% (2014, Nil%]) for the year ended June 30,
2015 subject to approval of members at the forthcoming annual general meeting. These financial statements
do not include the effect of the above proposals which will be accounted for in the period in which it is approved

by the members

DATE OF AUTHORIZATION

These financial statements were authorized for issue on September 30, 2015 by the Board ot Directors of the
Company

GENERAL

The figures have been rounded off to the nearest rupee

Annual Report for the year ended June 30, 20015 /
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MUGHAL IRON & STEEL INDUSTRIES LIMITED

PATTERN OF
SHAREHOLDDING

As on June 30, 2015



PATTERN OF SHAREHOLDDING
As on June 30, 2015

No. of Having shares Shares

shareholder From To held Resorntagn

73 1 100 2015 0.0018

6043 101 500 3026868 2.7670

724 501 1000 721697 0.6597

687 1001 5000 1798214 1.6438

104 5001 10000 898500 08214

33 10001 15000 442500 0.4045

24 15001 20000 458000 0.4187

12 20001 25000 245000 0.2605

g 25001 30000 256000 0.2340

4 30001 35000 138500 0.1266

3 35001 40000 127000 0.1801

) 40001 45000 262100 0.23%95

& 45001 50000 300000 0.2742

2 50001 55000 104500 0.0955

4 55001 40000 174500 0.15%95

4 60001 45000 256500 (1.2345

1 #5001 70000 48000 0.0622

2 0001 75000 150000 0.137

3 80001 85000 255000 0.2331

1 70001 75000 92500 0.0B4&

9 #5001 100000 900000 0.8227

1 100001 105000 101000 0.0%23

1 105001 110000 110000 0.1006

1 115001 120000 120000 0.1097

1 120001 125000 125000 0.1143

2 130001 135000 269000 0.2459

1 140001 145000 143000 0.1307

1 145001 150000 150000 0.1371

? 170001 175000 350000 0.3200

4 195001 200000 BOOOOO 07313

2 200001 205000 405000 0.3702

1 220001 225000 223500 0.2043

1 225001 230000 230000 0.2103

1 245001 250000 250000 0.2285

1 280001 285000 280500 0.2564

1 295001 300000 300000 02742

1 345001 350000 347000 03172

1 435001 440000 439000 0.4013

3 445001 450000 1344500 12251

2 495001 500000 1000000 09142

1 5000071 505000 203204 044606

2 595001 400000 1200000 1.0970

1 615001 420000 419700 0.5645

1 875001 880000 880000 0.8045

1 995001 1000000 1000000 0.9142

1 120500 1210000 1207500 1.1038

1 1565001 1570000 1568000 1.£334

1 1595001 1400000 1600000 1.4626

1 1950001 1955000 1951940 1.7844

2 1995001 2000000 4000000 3.6546

1 2410001 2415000 2415000 2.2077

1 24430001 24435000 24433140 22.3356

1 2443500 24440000 24437144 22.3392
. - 25795001 25800_{}[1[) 25799905 23.5850

7821 Company Total 109391153 100.0000
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CATEGORY OF SHAREHOLDERS

As on June 30, 2015

Particulrs No of Folie Balance Share Percenlage
Sponsors, Directors, Ceo and Children 9 42041153 769980
Banks, DFI and NEFI 710000 0 6490
Insurance Companies 29000 0.0265
Modarabas and Mututal Funds 15 4480200 4,2784
General Public [Locall 769 13715657 12.5382
General Public [Foreign| 67 505531 0.4621
Others d5 7709572 7.0477
Company Total 7821 109321153 1000000
Folio No Name Code Balance Held Percenlage
000000000001 Mirza Javaid Igbal 00! 25799905 23.5850
000000000002 Jamshed Igbal 001 24437144 22.3392
000000000003 Muhammad Mubeen Tarig Mughal 01 24433140 22.3356
000000000004 Fahad Javaid 0o 2000000 1.8283
2000C0DOnans Khurram Javaid 001 19515460 1.7844
DO0ORO0C000DS Fazeel Bin Tarig ool 2415000 2.2077
000000020007 Waleed Bin Tarig on? 503904 0.44606
000000000D0H Mateen Jamshed anl 00000 0.4571
000000000009 Syed Salman Al Shah 001 100 0.0001
NUI3079000042  Soneri Bank Limited - Ordinary Shares 004 $00000 0.5485
003935019898  Invest Capital Investment Bank Limited 004 10000 0.0091
006247000063 Saudi Pak Industrial & Agricultural Investment

Co. Ltd - PMD 004 100000 00914
003277015009  Century Insurance Company Ltd 005 29000 0.0265
005371000028  Cdc - Trustee MCB Pakistan Stock Market Fund 006 1568000 1.4334
003799000027  Cdc - Trustee Atlas Stock Market Fund o0& 450000 0.4114
010603000021 Cde - Irustee APF-Equity Sub Fund nna 75000 0.0686
010728000027  Cdc - Trustee RBL - Stock Fund 006 280500 0.2564
010801000027  Cdc - Trustee NAFA Islamic Asset Allacation Fund 0Ce 446000 0.4077
111056000028  Cde - Trustee HBL Mulli - Asset Fund 006 175000 0.1600
112336000023  Cdc - Truslee Lakson Equity Fund Doé 619700 0.5665
013714000025 Coc - Trustee HBL Pf Equity Sub Fund 006 110000 0.1006
0144615000021 Cdc - Trustee NAFA Pension Fund Equity Sun-Fund

Account 006 134000 0.1225
014431000029 Cde - 1rustee NAFA Islamic Pension Fund Equity

Accounl 006 85000 0.0777
014761000029  Cdc - Trustee PIML Islamic Equity Fund 004 7500 0.006%
014977000024  Cdc - Trustee NAFA Istamic Principal Protected

Fund - I 006 125000 0.1143
015727000022 Cdc  Trustes Pakistan Pension Fund - Equity

Sub Fund o0& 135000 0.1234
015974000023 Cde - Trustee NAFA Islamic Stock Fund 00é 448500 0.4100
016030000025  Cdc - Trustee PIML Value Equily Fund 006 21000 0.0192
000935038040  Trustee City Schools Provident Fund Trust 010 5000 0.0046

Annual Report o7 the year ended June 30, 2015 f
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CATEGORY OF SHAREHOLDERS

As on June 30, 2015

Folio No Name

001824064154

001826064162

001826085548
003038043962
003079000521
003277001339
003277026977
003277045542
003277061491
003277081682

003277083462
003277086315
003277086759
0032770895467
003525087235
(03239012232
(04804025436
004804075444
004895000026
005298000028
(05736000015
003884000026
006684000027

006882000025
007302000023
007450000026
010181000024
011692000021
012666000585

012666000601
0126900005646
013748000691

0713904000022
014118000027

Trustees-Indus Motar Company Ltd Employees
Pension Fund

Trustees-Indus Motor Company Ltd Employees
Provident Fund

Pinnacle Recycling (Private] Limited

Premier Cables [Pvt.] Limited

Trustee - SBL Gratuity Fund Scheme

Premigr Fashions [Pvt] Ltd

Westbury |Privatel Ltd

Naveena Exports [Pvt] Ltd

M/S Rang Commodities |Pvt] Ltd

Truslees Of Cresent Steel & Allied Products
Ltd-Pension Fund 010 1683 0.0015

Nadeem International [Pvt.] Ltd.

Skyline Enterprises [Pvi] Lid

Soorty Entarprises [Pvt) Ltd.

Liberty Power Tech Limited

Maple Leaf Capital Limited

AMCAP Securities Pvt Limited

Shafi Lifestyle [Pvt] Limited

Ever Fresh Farms [Pvt) Limited

DJM Securities (Privatel Lirmited

Maan Securities [Privatel Limited

NCC - Pre Settlement Delivery Account

Ismail lgbal Securtties [Pvt) Ltd.

Mohammad Munir Mohammad Ahmed Khanani
Securities (Pvt.] Ltd.

AW Securities [Private] Limited

Habib Ullah Sheikh [Pvtl Lid.

Dawood Eowties Ltd.

Haorizon Securities Limited

ABA Ali Habib Securities [Pvt) Limited

Trustees Of Pharmevo Pvl, Ltd. Emplayees
Provident Fund

Trustees Of Karachi Sheraton Hotel Employees
Frovident Fund

Trustee Thall Limited- Employees Retirement
Benefit Fund

Akhuwat

Cyan Limited

ASDA Securities [Pvt.) Ltd

Code

010

010
010
010
010
010
ato
010
010

010
010
010
g10
a1
010
oo
aio
010
0o
010
010

010
oo
c10
0o
1o
010

a10

010

010

a1o0

010
1o

Balance Held

100000

200000
101000
50000
100000
35000
1207500
10000
201000

20000
143000
439000
200000

3000
15000
10000

7000

1000

26000
8E0000

44000
3000
64000
5100
204000
1600000

3050

338
4000
7000

2000000
20000

Percentage

0.0914

0.1828
0.0923
0.0457
0.0914
0.0320
1.1038
0.00%1
0.1837

0.0183
0.1307
0.4013
0.1828
0.0000
0.0027
0.0137
00091
0.0064
0.0009
0.0238
08045

0.0402
00027
0.0585
0.0046
0.1865
1.4626

0.0028

0.0003

00037

0.0064

1.8283
0.0183
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MUGHAL IRON & STEEL INDUSTRIES LIMITED

NOTICE OF ANNUAL
GENERAL MEETING




NOTICE OF THE SIXTH (6™) ANNUAL GENERAL
MEETING OF MUGHAL IRON & STEEL

INDUSTRIES LIMITED

Notice is hereby given thal the &th Annual General
Meeting of Mughal [ron & Steel Industries Limited [“the
Company”) will be held on Saturday, October 31, 2015 at
3:00 p.m. at Pearl Cuntinental Hotel, Lahore lu transact
the following business:

Ordinary Business

1. To confirm the minutes of the Annual General
Mzeting of the Campany held on Octoher 31, 2014,

2. Tareceive, consider and adopt the audited accounts
of the Company for the year ended June 30, 2015
together with the Directors’ and Auditors Reports
thereon

3. To consider and approve the payment of final cash
dividend of 5% (i.e. Rs. 0.5 per ordinary share of R.s
10/- each] as recommended by the Board of Directors
forthe year ended June 30, 2015 Na interim dividend
was declared during the year.

4. To appoint external auditors for the financial year
2015-16 and lo fix their remuneration. The Board
of Directors has recommended, as sugoested by
the Audil Committee, the appointment of M/s. Fazal
Mahmaod & Co., Chartered Accountants, the retiring
auditors, being eligible, as zuditers of the Company
far the year ending June 30, 2014,

Special Business

5. To approve the issue of bonus shares in proportion
of 1.5 shares for every 10 shares held i.e. 15% as
recommended by the Board of Directors, and if
deemed appropriate pass the following ordinary
recolution:

RESOLVED that a sum of Rs 144,086,729/~ out of
the Company's reserves be capitalized and applied
towards the issue of 16,408,672 crdinary shares of
Rs. 10/- each and allotted as fully paid bonus shares
te the members who are registered in the books
of the Company as at the close of the business on
October 23, 2015, in proportion of 1.5 shares for
every 10 shares held and that such new shares shall
rank pari passu with the existing ordinary shares

FURTHER RESOLVED tha: fraclional entitlement
of the members shall be consolidated in to whole
shares and sold in the slock market and the
sale proceeds shall ba donated to any reqistered
charitzble institution

FURTHER RESOLVED that lhe Company Secrefary
be and is hereby autharized to give effect to this
resolution and to do or cause lo do all acts. deeds
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a~d things that may be necessary or reguired far the
issue, allotment and distribution of bonus shares.

6. 1o autherize the Company, to vary the terms of

cuntract mentionaed in the prospectus and utilize
surplus funds recewed tram Initial Public Offering
ol ordinary shares tor the purpose of capital
expenditure instead of utilization in working capital
by way of passing the following ordinary resolution:

RESOLVED that consent and approvel of Mughal Iron
& Steel Industries L imited [the "Company”| be and is
hereby accarded under Section 38 of the Companies
Ordinance, 984 (the "Ordinance’| for variation in the
terms ol contract mentioned in the prospectus.

FURTHER RESOLVED tnat the Company is hereby
althorized ta invest the funds amounting to Rs. 5299
millian comprising of Bs. 147.0 million in respect of
funds reserved for warking capital &t lower limit and
Hs 382.9 million being the surplus funds received
al upper lmit raised from Initial Public Offering of
ordinary shares, for capital expenditure purpose
mstead of utilization in working capital,

FURTHER RESOLVED that the Chief Executive and
Company Secretary ot the Company be and hereby
duthorized singly to do all the necessary acts, deeds
and things in connecton therewith and ancillary
therelo as may be required or expedient to give effect
to the spirit and intent of the foregoing resolution

7. To authorize the Company, subject to the appraval

if the Securities and Exchange commission of
Fakistan, to transmit its quarterly accounts by
placing the same on the Company's website instead
ut circulating by post to the sharcholders, as and by
way of passing the following ordinary resolution:

RESOLVED that subject to the approval of the
Securitics and Exchange Commission of Pakistan,
the Company be and hereby authorized to transmit
s guartzriy accounts by placing the same on the
company’s website, instead of circulating them by
post to the shareholders.

FURTHER RESOLVED thal the Company Secratary
be and 1s nereby autherized to do zll the necessary
and required acls, deeds and things in connection
therawith and ancillary thereta as may be required
or expedient Lo give effect to the spirit and intent of
the faregoing resolulian,

Lzhore: Octoher 09, 2019 (By Order of the Beard]
Pervez Igbal

Company Secretary




STATEMENT UNDER S5ECTION 160[1](b) OF THE
ORDINANCE:

This statement sets gut the material facts concerning
the Special Business listed at agenda items 5,6 and 7, to
be transacied at the &th Annual General Meeating of the
Company to be held on October 317, 2015

Agenda ltem No. 4.

The Directors of the Company are af the view that the
Company's tinancial pasition and its reserves justify the
1ssue of honus shares in the proportion of 1.5 shares for
every 10 shares held; Le. @ 15%. The Direclors cf the
Company have no interest |n this issue except to the
extent of their respeclive sharcholdings in the Company
Fursuant to rule 4 (i) of the Companies [lssue of Canital)
Rules 1994, a certificate of free reserves has been issued
by the Auditors

Agenda Item No, 5.

During the year, the Comgany issued Z7.350 million
ordinary shares at @ price of Rs. 34/- per share The
principal purpose of the issug was to raise capital fo
procurement of new induction furnace and balancing
madernization and replacement of re-rolling mills, with
any excess fund raised Lz he utilized for mecting working
capital requirements, In this regard, the Campany rased
additional funds of Rs. 529.% million from its (nitigl Public
Offering of ordinary shares, which as per prospectus
were to be utilized in working capital,

However, the Board of Directors in pursuance of its
business end growth strategy and considering ils future
plans for expansion has resalved that it would be more
viable to utilize these funds for capital expansion rather
than working capital subject to the approval of the
shareholders.

The Directors of the Company have no interest in
this matter except to the extent of their respective
shareholdings in the Company,

Agenda ltem No. 4.

The Securities and Exchange Commission of Pakistan
[SECP] vide its Circular No. 19 of 2004 has allowed Listed
companies to place their guarterly sccounts on their
website instead ot sending the same by post subject to
approval of the shareholders and permission of SECP.

In this regard approval of shareholders 1s spught for
transmitting the guarterly accounts through Company's
website following which the Company will apply for
permission for the same from SECP This would ensure
prompt disclosure of information to the sharsholders,
as well as saving ol costs associated with printing and

dispatch of accounts by post The Company, however, will
supply the printed copies of accounts to the shareholders
on demand at their registered address free of cost.

NOTES:

1. Share transfer books of Lthe Company will remain
closed from Oclober 24, 2014 ta October 31, 2015
[both days transfers/CDS
Transaction |Ds received in order at the Company’s
Share Registrar, M/s. THK Assaciates [Pvt] Limited
2nd Floor, State Life Building No.3, Dr. Ziauddin
Road, Karachi, up to the close of business on
Octlober 23, 2014 will be treated in time for the above
entitlements tu the transferees and to delermine
voting rights of the shareholders for attending the
meeting.

inclusivel. Physical

ra

A member entitled to attend and vote at this meating
may appoint any other member as his/her proxy ta
attend and vote instead of him/her A Proxy must be a
member of the Company. The instrument appeinting
g proxy and the power of atlorney or other authority
under which it is signed or a notarially attested copy
of the power of attorney must be deposited at the
Registered Office of the Company at least 48 hours
before the time of the meeting. Form of proxy is
cnclosed.

3. Members wha have deposited their shares into
Central Depository Company of Pakistan Limited
("CDC] wall further have to follow the under
mentioned quidelines as laid down by the Securities
and Exchange Commission of Pakistan

A. For attending the meeting

a. Individual COC shareholders are requested to
bring with them their GNIC / Passport in original
aleng with Participants’ |ID Numbers and their
Account Numbers to prove his/her identity at
the time of attending the Meeting.

b. In case of corporate entilty, the Board's
resolulion/power of attorney with specimen
signature of the nominec shall be produced
lunless it has been provided earliar) at the time
of the Meeting.

B. For appoinling proxies

a. In case of individuals, the account holder and/
or sub-account holder and their registration
details are uploaded as per the COC Regulations,
shall submit the proxy torm as per above
requirements

I
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NOTICE OF THE SIXTH (6™) ANNUAL GENERAL
MEETING OF MUGHAL IRON & STEEL
INDUSTRIES LIMITED

b. The proxy form shall be witnessed by two
persons, whose names, addresses and CNIC
numbers shall be mentioned on the form.

¢. Atlested copies of the CNIC or the passporl
of beneficial owners and the proxy shall he
turmished with the proxy form.

d. The proxy shall produce his ariginal CNIC or
original passport at the time of the Meeting

e. 'n case of corporate enlity, the Board's
resolution/power of atterney with specimen
signature shall be furnished lunless |l has been
provided earlier) along with proxy form to the

axemption from deduction of income tax or
are eligible for deduction at a reduced rate are
requested o submit a valid tax certificate or
necessary documentary evidence, as the case
may be.

¢l Dividend mandale information e Title of
Bank Account, Bank Account Number, Bank's
Name, Branch Address, CNIC, NTN and Cell /
Landline Number[s| of Transfergels) rawards
girect credit of cash dividend through e-dvidend
merchanism, if announced by the Company at
later slage.

The Securties and Exchange Commission

Company. of Pakistan (SECP| through Notice No. 8l4)
SM/CDC 2008 dated 5 April 2013 has advised
Pursuant to SRO No 787/1)/2014 dated Bth all Listed Companies to adopt e-dividend

September 2014, the SECP has allowed circulation
of Audited Financial Statements along with natice
of Annual General Meeting to the members through
email. Therefare, all members who wish to receive
saft copy of the Annual Report shall fill the consent
form far electronic transmission and send it to
reqistered office of the Campany, 31-Shadman 1,

mechanism due lo the benefits it entails for
shareholders In this way, dividends may be
instantly credited to respective bank accounts
and there are no chances of dividend warrants
getting lost in the post, undelivered or delivered
to the wrong address, etc.

Lahore. Form al Consent is enclosed herewith and 6. Members who desire to stop deduction of zakat from
also available online at the Company’s website. their dvidend may submit a declaration on non-
judicial stamp paper duly signed as required under
Shareholders are requesled to notify / submit the the law.
following, in case of baok entry securities in CO5 to
respective CDS participants and in case of physical 7 SECP has also directed vide SRO No. 779(112011
shares to the Company's Share Registrar M/s. dated August 18, 2011 to issue dividend warrant only
THK Associates [Pvt.] Limited 2nd Floor, State Life crossed as "A/c Payee only” and should bear the Valid
Building No.3, Dr. Ziauddin Road, Karachi, if not CNIC Number of the registered member Members,
earlier provided / notified - who have not yet submitted photacupy of their valid
CNIC are requested to send the same at the earliest
al Change in their addresses, directly to the Company's Share Registrar M/s.
THK Associates [Pvt| Limited 2nd Floor, State Life
b) Valid and legible photucopies of National Tax Building No.3, Dr. Ziauddin Road, Karachi. In case of
Number INTNI. both for individuals & carporate non-availability of a valid copy of CNIC in the records
entities: and of the Company, the Company will be canstrained
towithhotd the Oividend Warrant in terms of section
Pursuant to the provisions of Finance Act, 2015 ?5112)la) of the Companies Ordinance 1984, which
effective 1 July 2015, deduction of income tax will be released by the Share Registrar only upon
from dividend payments shall be made on the compliance with the aforesaid notifications.
basis of filers and non-filers as follows:
£ The Cumpany has placed the Audited Annual

Rate of Financial Statements for the year ended June 30,
S.No. Nature of shareholder doduction 2018 along with Auditors and Directors Reports
thereon on its website: www mughalsteel.cam
1 Filers of income tax Return 12.5%
2 Non -Filer of income tax Return 17.5%

Income Tax will be deducted on the basis of
Active Tax Payers List posted on the Federal
Board of Revenus website. Members seeking
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§ FORM OF PROXY
_ 6t AN

NUAL GENERAL MEETING

: IY'We being member(s) of Mughal ron & Stee
' Industries Limited and holder ol Shares as par Folio No CDC Participation 1D # -

:

: and Sub Account # /CDC Inves i _do hereby a

: of or taihng him/her -
|

' ol havng ~olo No. CDC Participation 1D # and Sub Account 4
; CDC Investor Account ID # as my/our proxy to attend rak and vote for me/us and on my
: aur behalf at the Annual General Mesting of Mugnal lron & Steel Industnes Limited scheduled 1o be held on Saturday, 31
- October 2015 at _ B Lahore, and at any adjournment thersof

L

i

- Al witngss my/our NS day ot 2015

1

- 1. Name

’ N.ILC hae Rew

' Addrass

L

: 2. Name

- N.I.C

L}

" Addrass

1

3 (aaneral Meeatng s entitied to appoint A proxy.
g ¥

2 Tha instrumant ap: thar with the Power of Attornay. it any, under which il s signed or a notarially
certified copy the ciates (Pvt.)
Limited 2nd Flo Cr. Ziauddn Road, Karachi, not less than 44 hours before the ime of

>iding the Meeting

3 -DC account holders will further have to follow tha under mentioned guidelines as laid down in circulars 1 daled

January 26, 2000 of the Securities & Exchange Commission of Pakistan lor appointing Proxies

ndivicduals, t

Jnt nolder or sub-account nolder whose securities and their registration details are

15 per the R roxy form as per the above requirement
shall be

menticned on the form

» nameas, addresses and CNIC numbers shall be

il  The proxy fc

i) Attested copies of CNIC cr the passport of the beneficial owners and the proxy shall be furnishad wilh the proxy

form

iv)  The proxy shall produce his original CNIC or © ¥a passport at the time of the mesting

v) In case of a corporate entity, the Beard of Dircctors' resolution/Fower of atierney with speciman signatures ot the

yroxy holder shall be submitted (unless peen provided earlier) alongwith proxy form to the Company
f . ;
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ELECTRONIC TRANSMISSION OF ANNUAL
REPORT AND NOTICE OF AGM

a0 this, we strive to reduce the

Dur envircnimental strategy is centered around the reduction of our carb:on fox

itenals thal we use and 1o rause and recycle as far as possib

securties and Lxchange Corrmission of Fakistan bas alsc championed lhe causs of envircnmental conservaticn by

encauraging Corporates to review their distrdoution of Annual and Perodic Accounts by allowing electronic transmi

these to sharenolders subject lo ther consant

cf this prowvision - 1ot oy will this imiliative halp G

I wil aiso help reduce Fakistan's carpon K

>rint with cnly a «

will halp: save 29 trees and reduce carben emissions by 170

kg annually.

w CARE

Q

Mfs. THK Associales (Pt ) Limited Mughal lron & Stee! Industnes Limiled

2nidl Floor. State Life

31-A, Shadman |,

ar. Jiauddim Abhmea Road, Karach Lahare-

Phone: =92 (1) 111-000-322 Emall: fahadbalesz@munhalsteal. com

Annual Report ‘or the year ended June 30, 2015
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CONSENT FORM FOR ELECTRONIC
TRANSMISSION OF ANNUAL REPORT
AND NOTICE OF AGM

M/s, THK Associates (Pvi.) Limited Mughal Iron & Steel Industries Limited
2nd FHoor, State Life Bulding-3 31-A, Shadman |,

Dr. Ziauddin Ahmed Road, Karachi 75530, Pakistan Lahore-5400C

Phone:; +92 (21) 111-000-322 Email: fahadhafeez@mughalsteel.com
Fat; +92 (21) 56855595

Email: secretariat@thk.com.pk

Subject: CONSENT FORM FOR ELECTRONIC TRANSMISSION OF ANNUAL REPORT AND NOTICE OF AGM

Dear Sirs,

lfwe, being the shareholder(s) of Mughal Iron & Steel Industries Limited ("Company”). do hereby consent and authorize

the Company lor electronic fransmission of the Annual Audited Financial Statements of the Company along with Notice of

Annual General Meeling via Ihe Frnail provided nerein below and further undertake to promptly notify the Company of any

change in my Email address.

I understand thal the lransmission of Annual Audited Financial Statements of the Company along with Notice of Annua
General Meeting via the Email shall meet the reguirements as mentioned under Section 50, 158 and 233 of the Companies

Ordinance, 1984

1 Name of Shareholderis)
2. Fathers / Husband Narne:
3. CNIC:
NTN
5. Participant ID / Folio No:
8. E-mal address
Telephone:

H.  Malling address:

Signature:
tin case of oorporate sharaholders
the authorized signatory must sgn)
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Key features:
E3 Licensed Entities Verification

e Scam meter*

# Jamapunji games*

@ Tax credit calculator*

& Company Verification

Insurance & Investment Checklist
»? FAQs Answered

FY Jama

e B “|
TRR 1
8 2 -33 I

v ¥

Be aware, Be alert,

Be safe

Learn about investing at
www.jamapuniji.pk

4 Stock trading simulator
(based on live feed from KSE)

2] Knowledge center
Risk profiler*
By Financial calculator

Subscription to Alerts (event
notifications, corporate and
regulatory actions)

@ Jamapuniji application for
mobile device

(] Online Quizzes

L £]
jamapuniji.pk @jamapunji_pk

*Mabile apps are also available for download for android and ios devices
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