Power Behind
Construction

Anamal Report 2015

POWER CEMENT







GContents
| 2

us Motice of Annual General Meeting

U A
16

1 B Statement of Compliance

Financial Highlights

with the Code of Corporate
Governance

22 Balance Sheet

24 Statement of
Comprehensive Income

ZG Statement of Changes in Equity

Vislon and Mizssion

Directors’ Aeport

14

Detall of Shareholders Categories

17

Review Report to the Members
on Stalement of Compliance with
the Best practices of Code of
Corporate Governance

20

Auditors’ Report fo the Members

23

Profit and Loss Account

29

Cash Flow Staterment

27

Hotes fo the Financial
Statements

Proxy Form







Gorporate Information

Board of Directors

Masim Bag Chairman
Muhammad Kashif Habib CEDO
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Lagal Advisor
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Hydar Bhimiji & Co.
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Sharjeal Ayub & Co.
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Technology Trade (Privata) Limited
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Al Baraka Bank Pakistan Limitad

Bank Alfalah Limited
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Habib Bank Limited

Habib Meatropolitan Bank Limitad

Mational Bank of Pakistan

Standard Charterd Bank | Pakistan) Limitad
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Registarad Office

Arif Habib Cantra, 23 M.T Khan Road, Karachi
Website
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Contact Number

021-32468231-32
021-32468351 -52

Factory

Mooriabad Industrial Area, Deh Kalo Kohar
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Power Behind Construction 03




Power Camant Limitad

Vision

Power GCement Limited aims to be recognized
nationally and internationally as a successful

cement producer with a strong satisfied
customer hase.
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To become a profitable organization and
exceed the expactations of our customens
and stakeholders by produding and
marketing competitive and high quality
products through concentration on quality,
business values and far play.

To promoie best use and development of
human talent in & safe anvironmant, as an
equal opporiunily employer and uss
acvance technology for efficient and cost
effective opsration.
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Pewer Coemani Limited

Notice of the 24"
Annual General Meeting

MNotice is hereby given that the 24™ Annual General Meeting of Power
Cement Limited (“the Company”) will be held at Beach Luxury Hotel,
Molvi Tamizuddin Khan Road, Karachi on Tuesday, 20™ October 2015
at 09:30 a.m. to transact the following business:

1. Toconfirn the minutes of the 23 Arnusl General Mesting of the sharsholders held on 269 October 2044,

2. To recebve, cormkder and adapt srnusl audted finandal stetements together with the Directors’ and the Auditors’ Reports
therson for the year ended 30t Juns 2045,

3. Toappoint Auditors forthe year ending 300 June 201 6 and to fix their remune raiion. The Board of Directors have ecommended
for mappoirtrmant of Mis, KPMG Tasser Hadl & Co., Chartened Accoumants as sxtemal audbors,

4. Tocorskder ary ofber business with the parmiesion of the Ghair.

By order of the Board

Karachi; 200 Saptember 2015 Tahir lgbal

06 Power Behind Construction




NOTES:

Shars transfer books of the Comparny will rermain cloesd
from 126 October 2045 to 200 October 2016 (both days
inclusiva). Transfers recaived in order at the office of
Company’s Share Registrar, ME Technolooy Trads (Pt
Lirmited, Dagla Houss, 244G, Block -2, PE.CH.E, Off
Shahiah-e-Qusidesn, Kamchi up to the dose of business
on 11 Cetober 2016 will be considarsd in time for the
datermination of entifermnent of shaeholdars to sttend snd
b st the mesting.

& mamber entiled to attend and vote &t the mesting mey
appoint another mermbsr as his her prosgy who shall have
such rights as respects attending, speaking and voling &l
the mesting as ars evailable to s rmeamber,

Procedus includng the gudelnes a2 lald down In
Gircular Mo, | Referance Mo, 3(E5-A) MiscAROLESDS
dated 26th January 2000 issued by Becwifies &
Exchange Cormrmizsion of Palkistan

i Members, proies of nominess shal auhanticats
thedr idantity by showing their original redonsl idenitity
cand ororginal passport and bring theirfolio murmbsars
at this tirme of attending the meeting,

il nthe cass of & comporate entity, Board of Directors’

rasolution § power of aftomey and aftested copy of
the. GNIC or passport of e nomines shall aleo be

produced (unless prwided sarfer] at the ftima of
mesting.

{if) ' order to be effective, the proxy forms must be
recahied at the offics of our registrar not later than 49
hiours befiors the meeting, duly signed and stampsd
and witnessed by two persons with thelr names,
address, CHIC numb=ers and sigratunes,

i) Inthe cass of individuals, attested copies of CHIG or
passport of the beneficial cwners and the progy shall
bie furmished with the prosgy form.

(vl nithe case of prosy by a coporate entity; Board of
Directors rescluionipower of attomey and attastsd
copy of the CMIC or passpont of the promy shall be
subrmitted alongwith proy form,

Mermbere ane requestad to promptly notify sny changs in
addres=s by witing to the office of the registrar.
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Peawer Coemeani Limited

Directors’ Report

The Dimciors of your Company prasent herewith the annual report of the: Cormpary together with the audited firancial staterments for
the year ended June 30, 3015,

Overview

The Pakistan Cement Industry wimeasssd a modest gnowth of 3.3% and south zons, where your Company & siluated, noticed &
growth of 6.6% in domestic dermand &t the dose of the firandal year ended Juns 30, 2045, The domestic damand in south zone
stood 4.8 milion ore as compared to 4.5 milion tors Inthe lest year, Overall despatches in south zone registersd an Increase of
d 2%, wihich is mainly comtributed by the local demand.

During the yearunder revievw, the salasvolurme of your Cormpany registersd an increass of 4.4 % achieving a volume of 588638 MT
as compared to 535 022 MT in the last finandial ysar,

Business Performance

Production & Sales Volume Performance
The production and eales vwolume siatistics (in fors) for the year togsther with the companative figures s as undar;

Particulars 2015 | 2014 | Vanance

in Tons %
Carmant production 25 722
_Ci-llrl-:r:-rc-diﬁcn
Carmant dispatches

Clinker dspatches
Giinded Stag dispatches

Dwiring the year under eview, the production of cementand dinker increasad by 20,008 MT and 04 163 MT respsctively, mauling in
incressed capacity uliiized of 61% as comparsd 1o 51 % in comparizon of the last finandal year. A graphical analysis 1= as under;

2015 2014

I
g

Cament Production Clinker Production B cement Dispatches
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Fnancial Performance
A companzon of the key fimancid meults of your Company for the year ended Jure 3, 2045 1= a5 undear;

Particulars

Balas revanus 3.8 068 35103

Gimes profit 74,140 a44 g7

Operating profit 667,774 624

Profit/ {loes) befors tex 16,005 (140 279)

Net profit / (loss) after tax 433,833 (73,009)

Eamings / {loss) per share (Fupee) 1.10 (0.20)
Sales Revenue Analysis

Diuring the finarcial year ended Juns 30, 2015, company's revenus and cement depatches incressed by 1096 and 4% respectivaly, which
was result of growing local dermand and marksting efforts,

e S~ i -3
Cost Analysis armmat i aramat  “Hea™
Your Company has sffidenty controlled Its cost of sakes
reeutting in an incressed gross profit mangin up o 25 % from ,—‘ v Ty
10% in the comespording year. Extemal fackors ke coeumed 5T, coreuTEd 2%
decreasing fusl prices and favorable price adustments of ‘—'

aectricity unit from NEPRA aleo made a significant
contribution in enhancing the marging of the compsamy,

N

Fraland Ohen  pugiand Crihan
o 17 e e
B =4

Cash Fow Strategy

The Compary effectvely manages its cash flows by monitoring them on regular besls, Working capiisl requiremants are planned and et
through Intermal cash genemations and short term bomowings and financid suppoit from the spomsor. Your company generated
compamstively higher cash from ite oparations during the curent year, L.e. Ra. 353 milkon (2004 Rs 162 millon), which was mainly dus 1o
improvad rrecrgine and capscity utlizations. Cash generated weas utiized for the repeyrnents of kong term finamcing inetalimerts and fixed

capital expenditures. Your Compamy has also armangad financings from its spensors and parent company for the smoocth opemtions and
its working capitsl requirements,

Audit Committes
The Board of Direcios has establshed an Audit Committes which comprizses of four membsrs &l of whom are non-executive directoms,
Cormpeesition of the Audit Comrithes has been made inline with the reguirermants of CCGE,

The sudit committes reviews the quarterdy, halt yearly ard arnua firandal staterments before submrission o the Board and thair
publications. The audit committes also mviews the intemal audior's findings and hald separats mestings with intemeal and examal auditors
&5 required by the Code of Corpomste Gowermancs

Code of Corporaie Govemance.

The Directors’ of your Cormpany review the Company's strategie drection and business plans on reguler basis, The Audt Commities (s

empowered for effective complisnce of Code of Comporate Gowernance, We are taking al necessary sleps to enaune Good Corporats

Governance In your Company ss required by the Code, As part of the complance, we confirn the following:

=  The financial statements preparsd by the management of the Company, present faidy the Compamy's state of afisirs, the eeult of
operations, cash flows and changes ineaquity,

= Propsrbooks of aceourts have been malntained by the Company,

= Approprate sccounting polces hewe bsen comnsistently applied in peparation of firancal statements and accounting estimates as
based on reasonsble and prudent judgment.

= The intemational Financial Reporting Standam as applicable in Pakistan has baen folowed in the preparation of financal staementa

#  Tha systern of intemal contrl 8 eound indeeign and has bsan sffectvely mplamentad and monitoned,

= Thare arenodoubts upon the Company's ability to continue as a going concem. Further the Company is paying all debts in tme and

no default i made on the part of Compary to mpay its debis tothe banks.

There has besn no material daparturs from the best prectices of corporate govemance &8 datailed in the listing regulations.

Al cutstanding stabuion paymments are of nomiral and outiee nature,

The Cormpary openates fundsd gratulty scheme for its smployess s discdozed in elevant note to the firancal statements,

Pattern of share holding in the preseribed format disclcaing aggreate rurmber of shares hias beer arnemed tothe raport.

Key Operating and Frandal data for the last G years has bean anmesed to the rsport,
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Power Cament Limited

Board of Directors
Dwrng the year undar review four Board of Dirsctars (BOD) mestings and four Audt Committes (AC) mestings wers held and
afterdance of each direcior s as under:

MName of Direcior BOD Meatings attended AC Meetings Atiended

A
1
a
1-
a3

Mr. Muhammead Yahys Khan
Mr. Muhammad Yousul Al
Mr. Nasim Bag

Syed Balman Rashid

Mr. Muhammead Ejaz A
bdr. Bamed Habib MWi&

Lesve of abeences wees granted o dirciors who could mot attend the misstings dus to thelr pre accupations,

Training Programs Attended By Directors

Dhuring thes year, no director attendad direcios’ raining cerification program. The Board already corslsts of cersin directors who as
enarmptad from the directors” training pregram in accodance with regulation Mo 36 (d) of Usting Regulstions of the Stock Exchanges
due to heving minimom of 14 yeam of sducation and 15 years of aspeiance on ths boad of a sted compeny. Other direchors have
attended rainings in previous years and curently thers |s only one director which requines cerification under the directors’ taining
program. The Company is committed to comply with the requiremeant of the subjedt requlsations by 30th June 2046,

P | | a3 o

Auditors Observation

"We draw attention to nota B4 and 194 .5 to the financial statermants which state the ressons for reording an ssset in elation toa
refund claim of excizs duty amourting to Re, 182,604 milkon ard reversal of loan from previous sporsorns amounting to Be. 116,027
rrillicn in the financisl statemeants. Cur opinion s not quslified in respect of these matters, ©

Motz 2.1 of the Financial Staterments is reproduced as undear:

Fromm 1833-04 o 1998-00, excies duby was levied and recovered from the Compary being wiongly worlkeed out on retall price based
on misintempretetion of sub section 2 of ssction 4 of the Central Exclee Act, 1844 by Central Board of Revenus. Such amonscus basis
of working of excise duty has baan held, being withaut lewiul suthority, by the Homomibls Suprerme Court of Pakistan as per its
Judgement dated February 15, 2007, Accordingly, the Company fled an spplication to the Colector of Fedaral Exclee and Sales Tax
b refund the emcess exciss duty amounting to Ra 182.604 milion,

The refund was however rejectsd by Collecior of Appesls vide omer in appeal number 0 of 2009 dated 18 March 2002 and
Additional Collactor, customs, Sales Teax and Federal eazize vide its ondar inoorigingl rumber 02 of 2000 dated 24 Jaraury 2009
primarity bessd on the fect that the Compary hes falled to dscharge the burden of proof 1o the affect that incldencs of duty bad ot
bieen passad on to the customers of the Company, Accoringly, the Company fled an appeal before the Leamed Appsliate Tibuns
inland Asvenue (ATIR) regardng CED which, vids itz oder dated 23 May 2042 held that the requisite documenta proving the fect
thit the incidencs of duty had not been passed to the customes of the Compsmy has been submitted by the Cormpany snd therefors
the Ciormpary has dischamed its onus. Based on the foregoing the orginal andsr numbser 04 of 2000 datsd 19 Manch 2000 and order
nurnber (2 of 2000 dated 24 January 2008 were sat aside by ATIA and appesl was allowed,

Basad om the decision by ATIA and the tex adviser's opinion that the refund claim is alowed to the company, the company has
recarded the refund claim recehable with a comesponding credit to the profit & loss account. The matter has baen challenged by the
Tax departrmeant in ths High Court. However, the maragamant bassd onlegal advieor's opinion iz confidant of a fevarable auteonms,
The Company |s acthively punsuing the mather for the ssttlement of the salkd rriurd dalm,

Motz 19.1.5 of the Finrancial Statements is reproduced as under:
Dwring the year ended S0 Juns 2043, the Compary reversed liabilty amounting to Rs. 195 227 milion In mspect of previous
gponaors’ loan on the basis of arbitration award in favor of the Compsny,

The mansgemant of the Company was sken over by purchasing coentroling sharshalding during the year 2006, One of the cond tions
of takeovar of the managemant from the previous sponsce was that the armount payable in reepect of this kan wes equired to bs
adjusted in respect of any differences inthe valus of aesets andior urecomded liabilites, However, dus to dispute regarding edetencs
of cartain assets, unmecorded llabilities sbe. , the fina amount of the previous sponscr's lean reralned undstamrmined and unsstied and
s matter was refarmed for arbitretion as per the Shars Purchase Agreamant bebwesn the maragement and the previous sponsors.
The amount cutstanding s &t 30 Jume 2042 smountsd to Re, 115227 million [ 2. Re. 234078 million ret off with urevailabds sores
and spames of As. 118,149 Milion.

In 2043, the abitmsior dacided in favor of the Company and determined an amount of As. 0,735 millon to be paid by the Compary.
The eward hes been sent o the Registrar High Court of Sindh for raking the aweard & rie of Court. The managemant, bassd on its
levwyare’ advice is of the opimion that despite of objection filed by the previous sponecrs against the arbiration awand, the Company
has strong grounds considering the fect that the Arbitration Award hes been annournced In Company's Evorand the arbitretion awand
will be made & s of Court,
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Accomdingly, the management bad reversad the lisbility with a cormeaponding creditin the profit & loes account, However, a8 pravious.
gponsors heve filed ohjectons to the award, the mattar has been dedosed a8 a contingant lisbiity In thees financial saterments.

Fuiure Ouflook
Fachors like improving law and order situation in the country, govemment inftistives o stremgthen comstruction secion, projects
inchuding Pekistar-Ching Economic Comidor, also mega housing project In the region are &l deplding towands steble domestic

demand growth.

Major cost ingredients including slecticity rates are supected to remain stebls and the ntematioral pices for the cosl have
sigrificanty declined amd now are sspscted to remain mnge bourd, Extemal factors like thoss mentioned shoene and intemraticanal
demand for cement continued o poss threat on the mangine of the cement industry. However, mansgament of your comparny i
knowledgeabls for such factors and making efforts to countar such thrasts and Improwve the profitability of the compsary.

Corporate Social Responsibility
Power Cement Limited has the cutture and history of undertaking socid and phianthopic activities which reflects the commitment
aof its Directors and sporsons towands the socdal uplift of the down trodden,

The compary regularly pays o welfas nust engaged in spending lelamic education. During the year, the company has dishursed
As. 3.686 millan as donation to difersnt trusts, charnty netiiutions and weifas organizations,

Churing the year, your Gompsny contrbuted As, 40085 millon towards the rational exchequer urder varous modes,

Auditors

The audtcrs, Mis. KPMG Tesser Hadl and Gormpany, Chartered Accourtants, retie and being sligble, offer themeslhves for
re-appointment, The Board of Directons endorses recommandation of the Audit Committse for their re-appoinment ss auditors of the
Cormpany for the firancla year 201518 in the Annual Ganeral Mesting.

ik
The Cormpary strongly believes that e suecess ks drivan by the cormritrant ard dadamaton of its employess, We sclrmowledoes ths
contribuion of sach and every mamber of the Company inthe area of expetize. We would also ke o exprass our thanks to the
customers for thelr tnast In our products and kook forwand to thelr contirued patromage. We also thank our shareholders, banks amd
financial institutions, Securitias & Exchange Commission of Pakistan, Biate Bank of Pakistan, Karachi Stock Exchangs, Labore Siock
Exchanps, Compstion Commizsion of Pekistan, Central Deposiory Company of Pakistan Limited for their eupport, guldance and
corficlemcs repossd inour anterpriss and stand committed o do our bast to ensure ful revward of their imestrmsnt in the years sheed,

For and on behalf of the Board

= _'_E}:'T-:ﬂf;
Muhammad Kaskif Habib

Chief Executive Officer
& September 2045
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Power Cement Limited

Pattern of Shareholding

As at 30" June 2015
Number of Shareholdings Total Shares
Srarehoiders [ ———Fom —— ] 7 | Hed
575 1 100 15,821
685 101 500 248,750
645 501 1000 611,449
1340 1001 5000 4,157,823
487 5001 10000 4,220,598
159 10001 15000 2,149,249
125 15001 20000 2,380,638
130 20001 30000 3,421,663
128 30001 50000 5,533,167
116 50001 100000 9,483,718
44 100001 200000 6,620,390
29 200001 500000 9,873,500
8 500001 1000000 5,851,127
4 1000001 1200000 4,340,500
2 1200001 1600000 2,768,000
2 1600001 1900000 3,750,000
4 1900001 3500000 9,210,500
2 3500001 5000000 9,737,000
1 5000001 8000000 7,018,545
2 8000001 21000000 20,700,500
1 21000001 22000000 21,283,000
1 22000001 25000000 24,019,000
1 25000001 208295030 208,295,030
4,491 365,689,968
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Pattern of Shareholding

As at 30" June 2015
Shareholders' Category Number of Number of Percentage %
shareholders Shares Held
Directors, Chief Executive Officer, And Their 9 32,725,545 8.95
Spouse And Minor Children
Associated Companies, Undertaking And Related 2 229,578,030 62.78
Parties.
NIT and ICP 1 607 0.00
Public Sector Companies and Corporations 1 110 0.00
Banks Development Financial Institutions, Non 31 8,424,166 2.30
Banking Financial Institutions.
Insurance Companies 1 676,169 0.18
Foreign 5 137,756 0.04
Modarabas and Mutual Funds 3 157 0.00
General Public Local 4,407 66,537,159 18.19
Others 31 27,610,269 7.56
4,491 365,689,968 100.00
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Power Cement Limited

Details of Shareholders Categories
As at 30" June 2015

Directors, Chief Executive Officer, and their
Spouse and Minor Children

Syed Salman Rashid 10,700,000 2.93
Mohammad Kashif 10,000,500 2.73
Syed Saad Salman 7,018,545 1.92
Rehana Salman 5,000,000 1.37
Muhammad Yahya Khan 2,000 0.00
Nasim Beg 2,000 0.00
Samad A. Habib 1,000 0.00
Muhammad Yousuf Adil 1,000 0.00
Muhammad Ejaz 500 0.00

32,725,545 8.95

Associated Companies, Undertaking And Related Parties.

Arif Habib Corporation Limited 208,295,030 56.96
Summit Bank Limited 21,283,000 5.82
229,578,030 62.78

NIT and ICP
M/S. Investment Corpo.Of Pakistan (Icp) 607 0.00
607 0.00

Public Sector Companies and Corporation

Lahore Stock Exchange Limited 110 0.00
110 0.00
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Details of Shareholders Categories
As at 30" June 2015

Banks, Development Financial Institutions and
Non Banking Financial Institutions

Habib Bank Ag Zurich, Deira Dubai 4,737,000 1.30
J.P.Morgan Clearing Corp. Clearing A/C 1,850,000 0.51
Sherman Securities (Private) Limited 400,000 0.11
Adeel Zafar Securities (Pvt) Ltd. 300,000 0.08
Global Securities Pakistan Limited - Mf 267,500 0.07
Abbasi Securities (Private) Limited 200,000 0.05
Asda Securities (Pvt.) Ltd. 150,000 0.04
Pearl Securities Limited - Mf 130,000 0.04
Al-Haq Securities (Pvt) Ltd. 100,000 0.03
Standard Capital Securities (Pvt) Limited - Mf 100,000 0.03
Djm Securities (Private) Limited 70,000 0.02
S.D. Mirza Securities (Pvt) Ltd. 25,000 0.01
Cma Securities (Pvt) Limited 25,000 0.01
Islamic Investment Bank Limited 20,203 0.01
Shaffi Securities (Pvt) Limited 17,000 0.00
Tannu Securities (Pvt) Limited 10,000 0.00
Darson Securities (Pvt) Limited 5,000 0.00
Jsk Securities Limited 5,000 0.00
M/S. Islamic Investment Bank Ltd. 2,020 0.00
Akhai Securities (Private) Limited 2,000 0.00
Awj Securities (Private) Limited. 2,000 0.00
Time Securities (Pvt.) Ltd. 1,671 0.00
M/S. Naeem Security (Pvt) Ltd. 1,512 0.00
Escorts Investment Bank Limited 1,000 0.00
Prudential Securities Limited 630 0.00
National Bank of Pakistan 1,054 0.00
Nh Securities (Pvt) Limited. 300 0.00
M/S. Royal Bank of Scotland 115 0.00
M/S. Crescent Investment Bank 110 0.00
M/S. Trust Securities 50 0.00
Azee Securities (Private) Limited 1 0.00

8,424,166 2.30

Insurance Companies
State Life Insurance Corp. of Pakistan 676,169 0.18

676,169 0.18

Modarabas and Mutual Funds

First Interfun Modaraba 122 0.00
Industrial Capital Modaraba 14 0.00
Asian Stock Fund Limited 21 0.00

157 0.00
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Power Cement Limited

Financial Highlights

Six Years at a Glance

Ordinary Share Capital

Reserves
Ordinary Share Holders' Equity

Dividend on Ordinary Shares
Dividend per Ordinary Share

Profit / (Loss) Before Taxation
Profit / (Loss) After Taxation
Earning / (Loss) Per Share

MEASURE OF FINANCIAL RATIOS

Rs in '000

Rs in '000
Rs in '000

Rs in '000
Rs.

Rs in '000
Rs in '000
Rs.

30th June

3,656,900 3,656,900 3,656,900

(880,505) (1,314,133) (1,247,304) (1,617,265) (1,770,696)

1,862,170 1,428,542 1,495371
616,005 (140,271) 434,854
433,833  (73,909) 370,222

1.19 (0.20) 1.01

3,656,900 3,656,900 1,828,450
(831,629)

1,125410 971,979 996,821
202,672 (755,625)  (746,498)
153,431  (926,670) (720,616)
0.42 @.27) (3.94)

Current Ratio

Gearing Ratio

Acid Test Ratio
Number of Days Stock

MEASURE OF PERFORMANCE

x:1
x:1
x:1
In days

0.86 0.62 0.60
0.53 0.59 0.56
0.39 0.25 0.25

29 29 36

0.40 0.45 0.34

0.60 0.76 0.76

0.09 0.15 0.11
23 19 50

Profit / (Loss) After Taxation
as % of Capital Employed

Sales
Cost of Sales as % of Sales

Profit/(Loss) Before Taxation
as % of Sales

Profit/(Loss) After Taxation
as % of Sales

Asset Turnover
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%

Rs in '000

%

%

%

In times

10.38 (2.06) 10.62

3,831,069 3,496,103 3,511,774

74.65 90.14 79.42
16.08 (4.01) 12.37
11.32 2.11) 10.54

0.64 0.60 0.63

5.22 (20.28) (17.70)
2,930,152 2,220,360 2,198,443
89.87  102.61 96.90
9.99 (34.03) (33.96)

5.24 (41.74) (32.78)

0.57 0.4 0.42



KPMG Taseer Hadi & Co. Telephone  +92 (21) 3568 5847
Chartered Accountants Fax + 92 (21) 3568 5095
Sheikh Sultan Trust Building No.2 Internet www.kpmg.com.pk
Beaumont Road

Karachi , 75530 Pakistan

Review report to the Members on the
Statement of Compliance with the Gode of
Corporate Governance

We have reviewed the enclosed Statement of Compliance with the best practices contained in the Code of Corporate Governance
(the Code) prepared by the Board of Directors of Power Cement Limited for the year ended 30th June 2015 to comply with the
requirements of Listing Regulation No 35 of the Karachi and Lahore Stock Exchanges 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 compliance can be objectively verified, whether the Statement 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-compliance with the requirements of the
Code. A review is limited primarily to inquiries of the Company's personnel and review of various documents prepared by the
Company to comply with the Code.

As a part of our audit of the financial statements we are required to obtain an understanding of the accounting and internal control
systems sufficient to plan the audit and develop an effective audit approach. We are not required to consider whether the Board of
Directors' statement on internal control covers all risks and controls or to form an opinion on the effectiveness of such internal controls,
the Company's corporate governance procedures and risks.

The Code requires the Company to place before the Audit Committee, and upon recommendation of the Audit Committee, place
before the Board of Directors for their review and approval of related party transactions distinguishing between transactions carried
out on terms equivalent to those that prevail in arm's length transactions and transactions 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 requirement to the extent of the approval of the related party transactions by the Board of Directors upon recommendation 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 best practices contained in the Code as applicable

to the Company for the year ended 30th June 2015.

Further, we highlight below instance of non-compliance with the requirement of the Code as reflected in paragraph 9 in the
Statements of Compliance with respect to the requirement to complete director’s training of atleast one director during the year which

will be complied in the upcoming year.
ko Taseee Hod f L.

Date: 3" September 2015 KPMG TaseerHadi & Co.
Karachi Chartered Accountants
Mazhar Saleem

KPMG Taseer Hadi & Co., a Partnership firm registered in Pakistan
and a member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative

(“KPMG International”), a Swiss entity



Power Cement Limited

Statement of Gompliance with
the Code of Gorporate Governance

Power Cement Limited
As at 30" June 2015

This statement is being presented to comply with the Code of Corporate
Governance (CCG) contained in Regulation No. 35 of listing regulations of
Karachi and Lahore Stock exchanges 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.

The company has applied the principles contained in the CCG in the following manner:

1. The company encourages representation of independent non-executive directors and directors representing minority
interests on its board of directors. At present the board includes

Category Names

Executive Director Mr. Muhammad Kashif Habib
Non Executive / Independent Directors Mr. Muhammad Yahya Khan
Mr. Muhammad Yousuf Adil
Non Executive Directors Mr. Samad A. Habib
Mr. Nasim Beg

Mr. Muhammad Ejaz
Syed Salman Rashid

The independent directors meet the criteria of independence under clause | (b) of the CCG.

2. The directors have confirmed that none of them is serving as a director on more than seven listed companies, including this
company (excluding the listed subsidiaries of listed holding companies where applicable).

3. Allthe resident directors of the company are registered as taxpayers and none of them has defaulted in payment of any loan
to a banking company, a DFI or an NBFI or, being a member of a stock exchange, has been declared as a defaulter by that
stock exchange.

4. No casual vacancy occurred in the Board during the year ended 30th June 2015.

5. The company has prepared a “Code of Conduct” and has ensured that appropriate steps have been taken to disseminate it
throughout the company along with its supporting policies and procedures.

6. The board has developed a vision/mission statement, overall corporate strategy and significant policies of the company. A
complete record of particulars of significant policies along with the dates on which they were approved or amended has been
maintained.

7. All the powers of the board have been duly exercised and decisions on material transactions, including appointment and

determination of remuneration and terms and conditions of employment of the CEO, other executive and non-executive
directors, have been taken by the board/shareholders.
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8. The meetings of the board were presided over by the Chairman and, in his absence, by a director elected by the board for
this purpose and the board met at least once in every quarter. Written notices of the board meetings, along with agenda and
working papers, were circulated at least seven days before the meetings. The minutes of the meetings were appropriately
recorded and circulated.

9. During the year, no director attended directors’ training certification program. The Board already consists of certain directors
who are exempted from the directors’ training program in accordance with regulation No.35 (xi) of Listing Regulations of the
Stock Exchanges due to having minimum of 14 years of education and 15 years of experience on the board of a listed
company. Other directors have attended trainings in previous years and currently there is only one director which requires
certification under the directors’ training program. The Company is committed to comply with the requirement of the subject
regulations by 30th June 2016.

10. The directors’ report for this year has been prepared in compliance with the requirements of the CCG and fully describes the
salient matters required to be disclosed.

11. The financial statements of the company were duly endorsed by CEO and CFO before approval of the board.

12. The directors, CEO and executives do not hold any interest in the shares of the company other than that disclosed in the
pattern of shareholding.

13. The company has complied with all the corporate and financial reporting requirements of the CCG.

14. The Board has approved appointment of Chief Financial Officer and Company Secretary including remuneration and terms
and conditions of employment duly approved.

15. The board has formed an Audit Committee. It comprises 4 members, of whom all are non-executive directors and the
chairman of the committee is an independent director.

16. The meetings of the audit committee were held at least once every quarter prior to approval of interim and final results of the
company and as required by the CCG. The terms of reference of the committee have been formed and advised to the
committee for compliance.

17. The board has formed an HR and Remuneration Committee. It comprises 4 members, of whom 3 are non-executive
directors and the chairman of the committee is a non executive director.

18. The board has set up an effective internal audit function which is considered suitably qualified and experienced for the
purpose and is conversant with the policies and procedures of the company.

19. The statutory auditors of the company have confirmed that they have been given a satisfactory rating under the quality control
review program of the ICAP, that they or any of the partners of the firm, their spouses and minor children do not hold shares
of the company and that the firm and all its partners are in compliance with International Federation of Accountants (IFAC)
guidelines on code of ethics as adopted by the ICAP.

20. The statutory auditors or the persons associated with them have not been appointed to provide other services except in
accordance with the listing regulations and the auditors have confirmed that they have observed IFAC guidelines in this
regard.

21. The ‘closed period’, prior to the announcement of interim/final results, and business decisions, which may materially affect
the market price of company’s securities, was determined and intimated to directors, employees and stock exchanges.

22. Material/price sensitive information has been disseminated among all market participants at once through stock exchanges.

23. We confirm that all other material principles enshrined in the CCG have been complied with.

[C’mu{‘
Muhammad Kashif Habib - CEO
3 September 2015
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KPMG Taseer Hadi & Co. Telephone  +92 (21) 3568 5847
Chartered Accountants Fax + 92 (21) 3568 5095
Sheikh Sultan Trust Building No.2 Internet www.kpmg.com.pk
Beaumont Road

Karachi , 75530 Pakistan

Auditors’ Report to the Members

We have audited the annexed balance sheet of Power Cement Limited ("the Company") as at 30th June 2015 and the related profit
and loss account, statement of comprehensive income, cash flow statement and statement of changes in equity together with the
notes forming part thereof, for the year then ended and we state that we have obtained all the information and explanations which, to
the best of our knowledge and belief, were necessary for the purposes of our audit.

It is the responsibility of the Company's management to establish and maintain a system of internal control, and prepare and present
the above said statements in conformity with the approved accounting standards and the requirements of the Companies Ordinance,
1984. Our responsibility is to express an opinion on these statements based on our audit.

We conducted our audit in accordance with the auditing standards as applicable in Pakistan. These standards require that we plan
and perform the audit to obtain reasonable assurance about whether the above said statements are free of any material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the above said
statements. An audit also includes assessing the accounting policies and significant estimates made by management, as well as
evaluating the overall presentation of the above said statements. We believe that our audit provides a reasonable basis for our
opinion and, after due verification, we report that:

a) In our opinion, proper books of account have been kept by the Company as required by the Companies Ordinance, 1984;
b) In our opinion:
i) the balance sheet and profit and loss account with the notes thereon have been drawn up in conformity with the
Companies Ordinance, 1984, and are in agreement with the books of account and are further in accordance with
accounting policies consistently applied;

i) the expenditure incurred during the year was for the purpose of the Company's business; and

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

KPMG Taseer Hadi & Co., a Partnership firm registered in Pakistan
and a member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative

(“KPMG International”), a Swiss entity



c)

d)

KPMG Taseer Hadi & Co. Telephone  +92 (21) 3568 5847
Chartered Accountants Fax + 92 (21) 3568 5095
Sheikh Sultan Trust Building No.2 Internet www.kpmg.com.pk
Beaumont Road

Karachi , 75530 Pakistan

in our opinion and to the best of our information and according to the explanations given to us, the balance sheet, profit
and loss account, statement of comprehensive income, cash flow statement and statement of changes in equity
together with the notes forming part thereof conform with approved accounting standards as applicable in Pakistan and
give the information required by the Companies Ordinance, 1984, in the manner so required and respectively give a
true and fair view of the state of the Company's affairs as at 30 June 2015 and of the profit, its cash flows and changes
in equity for the year then ended; and

in our opinion, no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980.
We draw attention to note 9.1 and 19.1.5 to the financial statements which state the reasons for recording an asset in

relation to a refund claim of excise duty amounting to Rs.182.604 million and reversal of loan from previous sponsors
amounting to Rs.115.927 million in the financial statements. Our opinion is not qualified in respect of these matters.

ko Taseer Hod 4 C.

Date: 3 September 2015 KPMG TaseerHadi & Co.

Karachi

Chartered Accountants
Mazhar Saleem

KPMG Taseer Hadi & Co., a Partnership firm registered in Pakistan
and a member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative

(“KPMG International”), a Swiss entity



Power Cement Limited

Balance Sheet

As at 30t June 2015
Note 2015 2014
(Rupees in ‘000)
ASSETS
NON-CURRENT ASSETS
Fixed assets 4 4,423,374 4,402,670
Long term deposits 19,635 19,635
4,443,009 4,422,305
CURRENT ASSETS
Stores, spares and loose tools 5 562,409 642,543
Stock-in-trade 6 284,975 177,302
Trade debts 7 259,722 143,038
Advances and other receivables 8 96,306 141,603
Trade deposits 7,256 7,818
Tax refunds due from government 9 287,265 245,730
Cash and bank balances 10 47,267 5,476
1,545,200 1,363,510
5,988,209 5,785,815
EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES
Authorized share capital
400,000,000 (2014: 400,000,000) Ordinary shares of Rs. 10/- each 4,000,000 4,000,000
Issued, subscribed and paid-up capital
365,689,968 (2014: 365,689,968) Ordinary shares of Rs. 10/- each 11 3,656,900 3,656,900
Discount on issuance of right shares (914,225) (914,225)
General reserve 80,000 80,000
Accumulated loss (960,505) (1,394,133)
1,862,170 1,428,542
LIABILITIES
NON-CURRENT LIABILITIES
Long term financing 12 905,397 923,805
Loan from related parties - unsecured 13 1,169,055 1,172,990
Deferred taxation 14 205,214 27,985
Deferred liabilities 15 39.559 33,164
2,319,225 2,157,944
CURRENT LIABILITIES
Loan from previous sponsors 19.1.5 735 735
Trade and other payables 16 608,019 935,441
Mark-up accrued 17 15,655 13,019
Short-term borrowings 18 687,297 544,182
Current portion of long term financing 12 495,108 705,952
1,806,814 2,199,329
CONTINGENCIES AND COMMITMENTS 19
5,988,209 5,785,815

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

12y /I~ /

CHIEF EXECUTIVE DIRECTOR
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Profit and Loss Account

For the year ended 30th June 2015

Note 2015 2014

(Rupees in ‘000)

Sales - net 20 3,831,069 3,496,103
Cost of sales 21 (2,859,929) (3,151,266)
Gross profit 971,140 344,837
Distribution cost 22 (181,597) (260,489)
Administrative expenses 23 (58,981) (68,882)
Other income 24 1,991 8,763
Other operating expense 25 (64,779) (18,008)

(303,366) (338,616)
Operating profit 667,774 6,221
Finance income 309,253 230,836
Finance costs (361,022) (377.328)
Finance costs - net 26 (51,769) (146,492)
Profit / (Loss) before taxation 616,005 (140,271)
Taxation 27 (182,172) 66,362
Profit / (Loss) after taxation 433,833 (73,909)

(Rupee)

Earnings / (Loss) per share - Basic and diluted 28 1.19 (0.20)

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

o > e
CHIEF EXECUTIVE DIRECTOR CHIEF FINANCIAL OFFICER
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Power Cement Limited

Statement of Gomprehensive Income

For the year ended 30t June 2015

Profit / (Loss) for the year

Other comprehensive income

Items that will never be reclassified to profit or loss:
Actuarial (loss) / gain on defined benefit obligations

Related deferred tax reversal / (charge)

Total comprehensive income / (loss) for the year

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

oy / /
CHIEF EXECUTIVE DIRECTOR
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(Rupees in ‘000)

433,833 (73,909)
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Gash Flow Statement

For the year ended 30t June 2015

Note 2015 2014
(Rupees in ‘000)

CASH FLOW FROM OPERATING ACTIVITIES

Cash generated from operations 31 362,943 152,534
Gratuity paid (8,700) (8,550)
Income tax paid (44,905) (25,442)
Finance cost paid (82,370) (91,786)

(135,975) (125,778)
Net cash generated from operating activities 226,968 26,756

CASH FLOW FROM INVESTING ACTIVITIES

Acquisition of tangible assets (128,727) (186,753)
Acquisition of intangible assets - (899)
Proceeds from sale of fixed asset 435 960
Net cash used in investing activities (128,292) (186,692)

CASH FLOW FROM FINANCING ACTIVITIES

Repayment of long term finance (390,000) (250,000)
Loan from related party - net (10,000) (577,500)
Loan from sponsors - net 190,000 1,013,500
Net cash (used in) / generated from financing activities (210,000) 186,000
Net (decrease) / increase in cash and cash equivalents (111,324) 26,064
Cash and cash equivalents at the beginning of the year (528,706) (554,770)
Cash and cash equivalents at the end of the year 32 (640,030) (528,706)

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

s S ; E—;}E:—“l
CHIEF EXECUTIVE DIRECTOR CHIEF FINANCIAL OFFICER
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Power Cement Limited

Statement of Changes In Equity

For the year ended 30t June 2015

Capital Reserve Revenue Reserve Total

Share Discounton General Accumulated
Capital issuance of loss
right share

(Rupees in ‘000)

Balance as at 30" June 2013 3,656,900 (914,225) 80,000 (1,327,304) 1,495,371

Total comprehensive Loss
for the year

Loss after taxation - - - (73,909) (73,909)
Other comprehensive income - - - 1,020 1,020
- - - (72,889) (72,889)

Transactions with owners recorded
directly in equity

Tenderable gain from Parent Company - - - 6,060 6,060

Balance as at 30" June 2014 3,656,900 (914,225) 80,000 (1,394,133) 1,428,542

Total comprehensive income
for the year

Profit after taxation - - - 433,833 433,833
Other comprehensive loss - - - (205) (205)

- - - 433,628 433,628
Balance as at 30" June 2015 3,656,900 (914,225) 80,000 (960,505) 1,862,170

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

oy ~ =Y
CHIEF EXECUTIVE DIRECTOR CHIEF FINANCIAL OFFICER
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Notes to the Financial Statements

For the year ended 30t June 2015

1.

1.1

2.1

2.2

2.3

2.4

a)

STATUS AND NATURE OF BUSINESS

Power Cement Limited (the Company) was established as a private limited company on 1 December 1981 and was
converted into a Public Limited Company on 9 July 1987 and is listed on Karachi and Lahore Stock Exchanges. The
Company is a subsidiary of Arif Habib Corporation Limited. The Company’s principal activity is manufacturing, selling
and marketing of cement. The registered office of the Company is situated at Arif Habib Centre, 23 M.T. Khan Road,
Karachi and its undertaking is situated at Deh Kalo Kohar, Nooriabad Industrial Estate, District Jamshoro (Sindh).

BASIS OF PREPARATION
Statement of compliance

These financial statements have been prepared in accordance with approved accounting standards as applicable in
Pakistan. Approved accounting standards comprise of such International Financial Reporting Standards (IFRS) issued
by the International Accounting Standards Board and Islamic Financial Accounting Standards (IFASs) issued by the
Institute of Chartered Accountants of Pakistan 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
These financial statements have been prepared under the historical cost convention.
Functional and presentation currency

Items included in the financial statements are measured using the currency of the primary economic environment in
which the Company operates. The financial statements are presented in Pakistani rupee which is the Company’s func-
tional and presentation currency. All financial information presented in Pakistani Rupee has been rounded to nearest
thousand.

Use of estimates and judgments

The preparation of financial statements in conformity with approved accounting standards, as applicable in Pakistan,
requires management to make judgments, estimates and assumptions that affect the application of policies and the
reported amounts of assets, liabilities, income and expenses.

The estimates and associated assumptions are based on historical experience and various other factors that are be-
lieved to be reasonable under the circumstances, the results of which form the basis of making the judgments about the
carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may differ from
these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognized in the period in which the estimate is revised if the revision affects only that period, or in the period of the
revision and future periods if the revision affects both current and future periods.

Judgments made by management in the application of approved accounting standard as, applicable in Pakistan, that
have significant effect on the financial statements and estimates with a significant risk of material judgment in the next
year are as follows:

Fixed assets
The Company’s management determines the estimated useful lives and related depreciation charge for its plant and
equipment. The Company also reviews the value of the assets for possible impairment on an annual basis. Any change

in the estimates in future years might affect the carrying amounts of the respective items of property, plant and equip-
ments with a corresponding affect on the depreciation charge and impairment.
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Notes to the Financial Statements

For the year ended 30t June 2015

b) Trade debts

The Company reviews its doubtful debts at each reporting dates to assess whether provision should be recorded in the
profit and loss account. In particular, judgment by management is required in the estimates of the amount and timing of
future cash flows when determining the level of provision required. Such estimates are based on certain assumptions
whereas actual results may differ, resulting in future changes to the provisions.

c) Stock in trade and stores and spares

The Company reviews the net realizable value of stock in trade and stores and spares to assess any diminution in the
respective carrying values. Any change in the estimates in future years might affect the carrying amounts of stock in
trade, stores and spares and corresponding effect in profit and loss account of those future years. Net realizable value
is determined with respect to estimated selling price less estimated expenditures to make the sales.

d) Income taxes

In making the estimates for income taxes currently payable the Company, the management considers the current in-
come tax law and the decisions of appellate authorities on certain issues in the past. In making the provision for deferred
taxes, estimates of the Company’s future taxable profits are taken into account.

e) Staff retirement benefits

Certain actuarial assumptions have been adopted as disclosed in these financial statements for actuarial valuation of
present value of defined benefit obligations. Change in these assumptions in future years may affect the liability under
the scheme in those years.

2.5 New or amendments to existing standard / interpretation and forthcoming requirements
2.5.1 Standards, amendments or interpretations which became effective during the year

During the year certain amendments to standards or new interpretations become effective. However, these amend-
ments were not relevent or did not have any material effect on the financial statement of the company.

2.5.2 Standards, Interpretations and Amendments not yet effective

The following standards, amendments and interpretations of approved accounting standards will be effective for ac-
counting periods beginning on or after 01 July 2015:

- Amendments to IAS 38 Intangible Assets and IAS 16 Property, Plant and Equipment (effective for annual periods begin-
ning on or after 1 January 2016) introduce severe restrictions on the use of revenue-based amortization for intangible
assets and explicitly state that revenue-based methods of depreciation cannot be used for property, plant and equip-
ment. The rebuttable presumption that the use of revenue-based amortisation methods for intangible assets is inappro-
priate can be overcome only when revenue and the consumption of the economic benefits of the intangible asset are
‘highly correlated’, or when the intangible asset is expressed as a measure of revenue. The amendments are not likely
to have an impact on Company'’s financial statements.

- IFRS 10 ‘Consolidated Financial Statements’ - (effective for annual periods beginning on or after 1 January 2015) re-
places the part of IAS 27 ‘Consolidated and Separate Financial Statements’. IFRS 10 introduces a new approach to
determining which investees should be consolidated. The single model to be applied in the control analysis requires
that an investor controls an investee when the investor is exposed, or has rights, to variable returns from its involve-
ment with the investee and has the ability to affect those returns through its power over the investee. IFRS 10 has made
consequential changes to IAS 27 which is now called ‘Separate Financial Statements’ and will deal with only sepa-
rate financial statements. Certain further amendments have been made to IFRS 10, IFRS 12 and IAS 28 clarifying the
requirements relating to accounting for investment entities and would be effective for annual periods beginning on or
after 1 January 2016.

- IFRS 11 ‘Joint Arrangements’ (effective for annual periods beginning on or after 1 January 2015) replaces IAS 31 ‘Inter-
ests in Joint Ventures'. Firstly, it carves out, from IAS 31 jointly controlled entities, those cases in which although there
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is a separate vehicle, that separation is ineffective in certain ways. These arrangements are treated similarly to jointly
controlled assets/operations under IAS 31 and are now called joint operations. Secondly, the remainder of IAS 31 jointly
controlled entities, now called joint ventures, are stripped of the free choice of using the equity method or proportionate
consolidation; they must now always use the equity method. IFRS 11 has also made consequential changes in IAS 28
which has now been named ‘Investment in Associates and Joint Ventures’. The amendments requiring business combi-
nation accounting to be applied to acquisitions of interests in a joint operation that constitutes a business are effective
for annual periods beginning on or after 1 January 2016. The adoption of this standard is not likely to have an impact
on Company’s financial statements.

IFRS 12 ‘Disclosure of Interests in Other Entities’ (effective for annual periods beginning on or after 1 January 2015) com-
bines the disclosure requirements for entities that have interests in subsidiaries, joint arrangements (i.e. joint operations
or joint ventures), associates and / or unconsolidated structured entities, into one place. The adoption of this standard
is not likely to have an impact on Company’s financial statements.

IFRS 13 ‘Fair Value Measurement’ effective for annual periods beginning on or after 1 January 2015) defines fair value,
establishes a framework for measuring fair value and sets out disclosure requirements for fair value measurements.
IFRS 13 explains how to measure fair value when it is required by other IFRSs. It does not introduce new fair value mea-
surements, nor does it eliminate the practicability exceptions to fair value measurements that currently exist in certain
standards. The adoption of this standard is not likely to have an impact on Company’s financial statements.

Amendments to IAS 27 ‘Separate Financial Statements’ (effective for annual periods beginning on or after 1 January
2016). The amendments to IAS 27 will allow entities to use the equity method to account for investments in subsidiaries,
joint ventures and associates in their separate financial statements. The adoption of the amended standard is not likely
to have an impact on Company’s financial statements.

Agriculture: Bearer Plants [Amendments to IAS 16 and IAS 41] (effective for annual periods beginning on or after 1 Jan-
uary 2016). Bearer plants are now in the scope of IAS 16 Property, Plant and Equipment for measurement and disclosure
purposes. Therefore, a company can elect to measure bearer plants at cost. However, the produce growing on bearer
plants will continue to be measured at fair value less costs to sell under IAS 41 Agriculture. A bearer plant is a plant that:
is used in the supply of agricultural produce; is expected to bear produce for more than one period; and has a remote
likelihood of being sold as agricultural produce. Before maturity, bearer plants are accounted for in the same way as
self-constructed items of property, plant and equipment during construction. The adoption of the amended standard is
not likely to have an impact on Company’s financial statements.

Sale or Contribution of Assets between an Investor and its Associate or Joint Venture (Amendments to IFRS 10 and IAS
28) [effective for annual periods beginning on or after 1 January 2016]. The main consequence of the amendments is
that a full gain or loss is recognised when a transaction involves a business (whether it is housed in a subsidiary or not).
A partial gain or loss is recognised when a transaction involves assets that do not constitute a business, even if these
assets are housed in a subsidiary. The adoption of these amendments is not likely to have an impact on Company’s
financial statements.

Annual Improvements 2012-2014 cycles (amendments are effective for annual periods beginning on or after 1 January
2016). The new cycle of improvements contain amendments to the following standards:

- IFRS 5 Non-current Assets Held for Sale and Discontinued Operations. IFRS 5 is amended to clarify that if an entity
changes the method of disposal of an asset (or disposal group) i.e. reclassifies an asset from held for distribution to
owners to held for sale or vice versa without any time lag, then such change in classification is considered as con-
tinuation of the original plan of disposal and if an entity determines that an asset (or disposal group) no longer meets
the criteria to be classified as held for distribution, then it ceases held for distribution accounting in the same way as
it would cease held for sale accounting.

- IFRS 7 ‘Financial Instruments- Disclosures’. IFRS 7 is amended to clarify when servicing arrangements are in the
scope of its disclosure requirements on continuing involvement in transferred financial assets in cases when they
are derecognized in their entirety. IFRS 7 is also amended to clarify that additional disclosures required by ‘Disclo-
sures: Offsetting Financial Assets and Financial Liabilities (Amendments to IFRS7)" are not specifically required for
inclusion in condensed interim financial statements for all interim periods.

- IAS 19 ‘Employee Benefits’. IAS 19 is amended to clarify that high quality corporate bonds or government bonds
used in determining the discount rate should be issued in the same currency in which the benefits are to be paid.

Power Behind Construction 29



Power Cement Limited

Notes to the Financial Statements

For the year ended 30t June 2015

- |AS 34 ‘Interim Financial Reporting’. IAS 34 is amended to clarify that certain disclosures, if they are not included in
the notes to interim financial statements and disclosed elsewhere should be cross referred.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these financial statements are set out below.
These policies have been applied consistently to all the years presented.

3.1 Fixed assets
a) Operating property, plant and equipment - owned

These are stated at cost less accumulated depreciation and impairment losses, if any, except fo lease hold land,
which is stated at cost.

Cost of lease hold land is not amortized since the lease is renewable at nominal price at the option of the lessee.

Depreciation on plant and machinery is charged using units of production method. The unit of production method
results in depreciation charge based on the actual use or output.

Depreciation other than plant and machinery is charged, on a systematic basis over the useful life of the assets, on
reducing balance method, which reflects the patterns in which the asset's economic benefits are consumed by the
company, at the rates specified in note 4. Depreciation on additions is charged from the month in which the asset is
available for use and on disposals up to the month prior to disposal.

Subsequent costs are included in the asset’s carrying amount or recognized as a separate asset, as appropriate,
only when it is probable that future economic benefits associated with the asset wil flow to the Company and the cost
of the asset can be measured reliably. The carrying amount of the replaced part is derecognized.

Normal repair and maintenance are charged to profit and loss as and when incurred. Gains and losses on disposal
of assets, if any, are included in profit and loss currently.

b) Assets subject to finance lease

The Company accounts for property, plant and equipment obtained under finance leases by recording the asset and
the related liability. These amounts are determined on the basis of discounted value of minimum lease payments at
inception of lease or fair value whichever is lower.

Financial charges are allocated to the accounting period in a manner so as to provide a constant periodic rate of
charge on the outstanding liability. Depreciation on plant and machinery is charged on the unit of production method
basis. Depreciation on assets other than plant and machinery is charged, on a systematic basis over the useful life
of the assets, on reducing balance method, which reflects the patterns in which the asset’s economic benefits are
consumed by the Company, at the rates specified in note 4. Depreciation on additions is charged from the month in
which the asset is available for use and on disposals up to the month prior to disposal.

c) Intangible assets
These are stated at cost less accumulated amortization and impairment losses, if any. Amortization is charged
using the straight line method over assets estimated useful life at the rates specified in note 4.1 after taking into
account residual value, if any. The residual values, useful lives and amortization methods are reviewed and adjust-

ed, if appropriate, at each balance sheet date.

Amortization on additions is charged from the month the assets are put to use while no amortisation is charged in
the month in which the assets are disposed off.

Gain and losses on disposal of such assets, if any, are included in the profit and loss account.
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3.2

3.3

3.4

d) Capital work-in-progress (CWIP)

Capital work in progress is stated at cost including, where relevant, related financing costs less impairment losses,
if any. These costs are transferred to fixed assets as and when assets are available for use.

e) ljarah lease

Leased assets which are obtained under ljarah agreement are not recognized in the Company’s balance sheet and
are treated as operating lease based on Islamic Financial Accounting Standard (IFAS) 2 issued by the Institute of
Chartered Accountants of Pakistan and notified by Securities and Exchange Commission of Pakistan vide S.R.O.
43(1) / 2007 dated 22 May 2007. Ujrah payments under the agreement are charged to profit and loss account over
the lease term.

f) Major stores and spares

Spare parts, stand-by equipment and servicing equipment which qualify as property, plant and equipment when an
entity expects to use them during more than one year are classified as fixed assets under category of major stores
and spares.

Impairment
Financial assets

A financial asset is assessed at each reporting date to determine whether there is any objective evidence that it is im-
paired. A financial asset is considered to be impaired if objective evidence indicates that one or more events have had
a negative effect on the estimated future cash flows of that asset.

Non-financial assets

The carrying amounts of non-financial assets other than inventories and deferred tax asset, are assessed at each re-
porting date to ascertain whether there is any indication of impairment. If any such indication exists then the asset’s
recoverable amount is estimated. An impairment loss is recognized, as an expense in the profit and loss account, for the
amount by which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the higher of
an asset’s fair value less cost to sell and value in use. Value in use is ascertained through discounting of the estimated
future cash flows using a discount rate that reflects current market assessments of the time value of money and the risk
specific to the assets. For the purpose of assessing impairment, assets are grouped at the lowest levels for which there
are separately identifiable cash flows (cash-generating units).

An impairment loss is reversed if there has been a change in the estimates used to determine the recoverable amount.
An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount
that would have been determined, net of depreciation or amortization, if no impairment loss had been recognized.

Stores, spare parts and loose tools

These are valued at cost determined on moving average basis, less provision for obsolescence. Stores and spares in
transit are valued at invoice value plus other charges incurred thereon as on balance sheet date.

Stock in trade

Stock of raw and packing materials, work in process and finished goods are valued at the lower of cost and net real-
izable value. Cost in relation to work in process and finished goods includes prime cost and appropriate proportion
of production overheads incurred in bringing the inventory to their present location and condition. Stocks of raw and

packing material are valued at moving average cost.

Stocks in transit are valued at cost comprising invoice value plus other charges directly attributable to the acquisition of
related purchase incurred up to the balance sheet date.
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3.5

3.6

3.7

3.8

Net realizable value signifies the estimated selling price in the ordinary course of business less the estimated costs of
completion and the estimated costs necessary to make the sale.

Trade debts

Trade debts and other receivables are stated initially at fair value and subsequently measured at amortized cost using
the effective interest rate method if applicable, less provision for impairment, if any.

A provision for impairment is established where there is objective evidence that the Company will not be able to collect
all amounts due according to the original terms of the receivables. Trade debts and receivables are written off when
considered irrecoverable.

Cash and cash equivalents

For the purpose of cash flow statement, cash and cash equivalents comprise of cash and bank balances net of short
term borrowings.

Taxation
Income tax on profit or loss for the year comprises current and deferred tax.
a) Current

The company falls under the presumptive tax regime under Section 115 (4) and 169 of the Income Tax Ordinance,
2001 , to the extent of direct export sales. Provision for tax on other income and local sales is based on taxable in-
come at the rates applicable for the current tax year, after considering the rebates and tax credits available, if any.
The tax charge as calculated above is compared with turnover tax under Section 113 of the Income Tax Ordinance,
2001 and whichever is higher, is provided in these financial statements.

b) Deferred

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

Deferred tax assets are recognized for all deductible temporary differences and unused tax losses, to the extent that
it is probable that taxable profit will be available against which the deductible temporary differences and unused
tax losses can be utilized. Deferred tax assets, are reduced to the extent that they are no longer probable that the
related tax benefit will be realized.

Staff retirement benefits
a) Defined benefit plan

The company operates an approved funded gratuity scheme (defined benefit plan) for all its employees who have
completed the qualifying period under the scheme. Contribution are made to the fund in accordance with actuarial
recommendations. The most recent valuation in this regard was carried out on 30 June 2015 by using the Projected
Credit Unit Method for valuation of the scheme. The actuarial gains/losses are recognized in other comprehen-
sive income in the year in which they arises.

b) Compensated absences
The company accounts for liability in respect of un-availed compensated absences for all its permanent employees,

in the period of absence. Provision for liabilities towards compensated absences is made on the basis of last drawn
gross salary.
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3.9

3.10

3.1

3.12

3.13

3.14

3.15

Trade and other payables

These are recognized and carried at cost which is fair value of the consideration to be paid in the future for goods and
services received, whether or not billed to the Company.

Provisions

Provisions are recognized when the Company has a present legal or constructive obligation as a result of past events
and it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation
and a reliable estimate can be made of the amount of obligation. Provisions are reviewed at each balance sheet date
and adjusted to reflect the best estimate.

Foreign currency transactions

Transaction in foreign currencies are translated into Pakistani rupees using the exchange rates prevailing on the date
of each transaction. Monetary assets and liabilities in foreign currencies are reported in rupees using the exchange
rates approximating those prevailing on the balance sheet date. All exchange differences are taken into profit and loss
account.

Financial instruments
a) Initial recognition

All the financial assets and financial liabilities are recognized at the time when the Company becomes a party to the
contractual provisions of the instrument. At the time of initial recognition all financial assets and financial liabilities
are measured at cost, which is the fair value of the consideration given or received for it.

b) Derecognition of financial liability

A financial liability is derecognized when the obligation under the liability is discharged or cancelled or expires. If an
existing financial liability is replaced by another from the same lender on substantially different terms, or the terms
of the existing liability are substantially modified, such an exchange or modification is treated as a derecognition
of the original liability and the recognition of a new liability, and the difference in the respective carrying amounts is
recognized in profit and loss

account.

Offsetting of financial assets and financial liabilities

Financial asset and financial liability is set off and the net amount is reported in the balance sheet if the company has
a legal right to set off the transaction and also intends either to settle on a net basis or to realize the asset and settle the
liability simultaneously. Corresponding income on assets and charge on liability is also offset.

Derivative financial instruments

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

Borrowing and finance costs

Borrowing costs are recognized as an expense in the period in which these are incurred, except that those which are di-
rectly attributable to the acquisition, construction or production of a qualifying asset (i.e. an asset that necessarily takes
a substantial period of time to get ready for its intended use or sale) are capitalized as part of the cost of that asset.
Finance cost comprise interest expense on borrowings, if any, unwinding of the discount on provisions and bank

charges. Mark up, interest and other charges on borrowings are charged to profit and loss in the period in which they
are incurred.
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3.16 Revenue recognition

- Revenue from sale of goods is measured at fair value of the consideration received or receivable. Domestic sales
are recognized as revenue on dispatch of goods to customers. Export sales are recognized as revenue on the basis
of goods shipped to customers.

- Profit on bank deposits is recorded on accrual basis.

- Gain/ (loss) on sale of fixed assets is recorded when title is transferred in favour of transferee.

- Income from scrap is recorded on dispatch of scrap to the customers.

- Rebate on export is recognized after finalization of export documents.

3.17 Dividends and appropriations

Dividends and reserve appropriations are recognized in the period in which these are declared / approved. The distri-
bution of dividend is subject to the covenant as mentioned in note 12.2.

3.18 Earnings per share
The Company presents basic and diluted earnings per shares (EPS) data. Basic EPS is calculated by dividing the profit
or loss attributable to share holders of the Company by the weighted average number of ordinary shares outstanding

during the period. Diluted EPS is determined by adjusting the profit or loss attributable to share holders and the weight-
ed average number of ordinary shares outstanding, adjusted for the effects of all dilutive potential ordinary shares.

4. FIXED ASSETS

Note 2015 2014
(Rupees in ‘000)
Property, plant and equipment 4.1 4,337,651 4,275,940
Intangible assets 4.4 413 862
Capital work in progress 4.5 29,858 83,260
Capitalisable stores and spares 4.6 55,452 42,608
4,423,374 4,402,670

4.1 Property, plant and equipment

2015
Cost Rate Accumulated depreciation Written down
As at1 Additions/ As at 30 As at 1 Charge Asat 30 value as at
July 2014 (disposals) June 2015 July 2014 forthe June 2015 30 June 2015
year/ (on
disposal)
----------- (Rupees in ‘000) ------------ mmmmmmmmmmmeenememe—--—- (RUpees in ‘000) ----------==-=n=mnm-
Owned assets
Land - lease hold 3,025 - 3,025 - - - - 3,025
Factory building on
leased hold land 778,828 - 778,828 5% 310,569 23,413 333,982 444,846
Non-factory building
on leased hold land 20,938 - 20,938 10% 11,433 950 12,383 8,555
Lease hold improvement 28,248 - 28,248 10% 4,004 2,424 6,428 21,820
Plant and machinery 4,815,328 165,515 4,980,843 Units of 1,096,600 72,828 1,169,428 3,811,415
Factory and laboratory production
equipment 33,573 2,376 35,949 10% 12,264 2,284 14,548 21,401
Quarry equipments 11,819 - 11,819 15% 10,219 240 10,459 1,360
Office equipments 8,645 96 8,741 10% 3,417 529 3,946 4,795
Computer and peripherals 14,250 826 15,076 33% 8,785 1,940 10,725 4,351
Furniture and fixture 19,594 338 19,932 10% 9,910 987 10,897 9,035
Vehicles 27,910 134 27,454 20% 19,017 1,914 20,406 7,048
(590) (525)
5,762,158 169,285 5,930,853 1,486,218 107,509 1,593,202 4,337,651
(590) (525)
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4.2

4.3

4.4

2014
Cost Rate Accumulated depreciation Written down
As at 1 July Additions/ As at 30 As at1July Charge Asat30 value as at
2013  (disposals) June 2014 2013 forthe  June 2014 30 yune 2014
year/ (on
disposal)
------------ (Rupees in ‘000) ------------ --mmmmmeenmenemeeemoo-—- (Rupees in ‘000) --------=---mm-nmmnmee
Owned assets
Land - lease hold 3,025 - 3,025 - - - - 3,025
Factory building on
leased hold land 778,828 - 778,828 5% 285,924 24,645 310,569 468,259
Non-factory building
on leased hold land 20,938 - 20,938 10% 10,377 1,056 11,433 9,505
Lease hold improvement 26,741 1,507 28,248 10% 1,337 2,667 4,004 24,244
Plant and machinery 4,700,314 115,014 4,815,328 Units of 1,034,116 62,484 1,096,600 3,718,728
Factory and laboratory production
equipment 33,458 115 33,573 10% 9,897 2,367 12,264 21,309
Quarry equipments 11,819 - 11,819 15% 9,937 282 10,219 1,600
Office equipments 5,657 3,088 8,645 10% 3,119 298 3,417 5,228
Computer and peripherals 10,558 3,692 14,250 33% 6,622 2,163 8,785 5,465
Furniture and fixture 19,201 393 19,5694 10% 8,854 1,056 9,910 9,684
Vehicles 27,606 1,294 27,910 20% 17,703 2,047 19,017 8,893
(990) (733)
5,638,045 125,103 5,762,158 1,387,886 99,065 1,486,218 4,275,940
(990) (733)
Depreciation charge for the year has been allocated as follows:
Note 2015 2014
(Rupees in ‘000)
Cost of sales 21 96,481 87,410
Distribution cost 22 2,724 2,914
Administrative expenses 23 8,304 8,741
107,509 99,065
The details of fixed assets disposed off during the year are as follows:
Particulars Cost  Accumulated Written Sale Gain Mode Particulars
of assets depreciation down value proceeds of disposal of buyers
(Rupees in ‘000)
2015
Vehicle 590 (525) 65 435 370 Negotiation  Mr. Muzammil
2014 990 (733) 257 960 703

Intangible assets
The Company’s intangible assets comprise computer softwares. The carrying amount is as follows:

2015 2014

(Rupees in ‘000)
Cost 1,485 1,485
Accumulated amortization (1,072) (623)
413 862
Carrying amount at the beginning of the year 862 21
Additions during the year - 899
Amortization during the year (449) (58)
Carrying amount at the end of the year 413 862
Rate of amortization 50% 50%
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4.5

4.6

5.1

5.2

Capital Work in Progress

Costas  Additions Transferred Cost as
at 1 July to operating at 30 June
2014 fixed assets 2015
(Rupees in ‘000)
Packing plant 62,698 19,746 82,444 -
Slag feeding system 3,451 2,148 - 5,599
Refuse derived fuel system 17,111 7,148 - 24,259
83,260 29,042 82,444 29,858
Capitalisable stores and spares
Note 2015 2014
(Rupees in ‘000)
Opening balance 42,608 64,218
Additions during the year 114,811 81,531
Transferred to property, plant and equipment
and capital work in progress (101,967) (103,141)
Closing balance 55,452 42 608
STORES, SPARES AND LOOSE TOOLS
Stores 170,641 183,517
Coal 5.1 193,870 294,445
Spare parts 208,059 175,219
Loose tools 3,358 2,881
575,928 656,062
Provision for slow moving / obsolete store and spares 52 (13,519) (13,519)
562,409 642,543
This includes coal in-transit amounting to Nil (2014: Rs. 166.742 million).
Provision for slow moving / obsolete stores
Opening balance 13,519 13,519
Charge for the year - -
Closing balance 13,519 13,519
STOCK-IN-TRADE
Raw material 8,621 33,306
Packing material 58,205 49,834
Work-in-process 175,962 67,732
Finished goods 42,187 26,430
284,975 177,302
TRADE DEBTS - Considered good
Secured against letter of credit - 7,530
Unsecured
- Due from related parties 71 19,165 15,099
- Others 240,557 120,409
143,038

259,722
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7.1 The related parties from whom the debts are due are as under:

2015 2014

(Rupees in ‘000)
Javedan Corporation Limited 6,999 6,898
Safe Mix Concrete Products Limited 12,001 8,036
Aisha Steel Mills Limited 165 165

19,165 15,099

7.1.1 The balances due from related parties are mark-up free. The aging analysis of these balances is as follows:

2015 2014
(Rupees in ‘000)

Not past due 16,400 9,728
Past due 1-60 days 2,557 5,371
Past due 61 days -1 year 208 -

19,165 15,099

8. ADVANCES AND OTHER RECEIVABLES —_— _—

Advances Note
To employees 8.1 5,572 8,453
To contractors and suppliers 35,210 49,481
Against letter of credit 5,344 13,469
Income tax 43,454 44,927
Other receivable
Rebate receivable 5,856 5,421
Others 870 19,852

96,306 141,603

8.1  Thisincludes advances to executives amounting to Rs. 4.763 million (2014: Rs 6.657 million).

2015 2014
9. TAX REFUND DUE FROM GOVERNMENT (Rupees in ‘000)
Income tax refundable 94,809 53,274
Sales tax refundable 2,989 2,989
Excise duty receivable 9.1&9.2 189,467 189,467
287,265 245,730

9.1 From 1993-94 to 1998-99, excise duty was levied and recovered from the Company being wrongly worked out on retail
price based on misinterpretation of sub section 2 of section 4 of the Central Excise Act, 1944 by Central Board of Rev-
enue. Such erroneous basis of working of excise duty has been held, being without lawful authority, by the Honourable
Supreme Court of Pakistan as per its judgment dated February 15, 2007. Accordingly, the Company filed an application
to the Collector of Federal Excise and Sales Tax to refund the excess excise duty amounting to Rs. 182.604 million.

The refund was however, rejected by Collector of Appeals vide order in appeal number 01 of 2009 dated 19 March 2009
and Additional Collector, Customs, Sales tax and Federal excise vide its order in original number 02 of 2009 dated 24
January 2009 primarily based on the fact that the Company has failed to discharge the burden of proof to the effect that
incidence of duty had not been passed on to the customers of the Company. Accordingly, the Company filed an appea
before the Learned Appellate Tribunal Inland Revenue (ATIR) regarding CED which, vide its order dated 23 May 2012
held that the requisite documents proving the fact that the incidence of duty had not been passed to the customers of
the Company has been submitted by the Company and therefore the Company has discharged its onus. Based on the
foregoing the original order number 01 of 2009 dated 19 March 2009 and order number 02 of 2009 dated 24 January
2009 were set aside by ATIR and appeal was allowed.

Based on the decision by ATIR and the tax adviser’s opinion that the refund claim is allowed to the company, the com-
pany has recorded the refund claim receivable with a corresponding credit to the profit & loss account. The matter has
been challenged by the Tax department in the High Court. However, the management based on legal advisor’s opinion
is confident of a favourable outcome. The Company is actively pursuing the matter for the settlement of the said refund
claim.
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9.2

10.

10.1

11.

12.

12.1

The Company received an order from Additional Collector, Hyderabad vide order no. 22 of 2000 alleging that Cen-
tral Excise Duty of Rs. 6.863 million was not paid on certain sales for the years 1995-1996 and 1996-1997. The said
amount was paid by the Company, however, a corresponding receivable was recorded. The Company filed an appeal
in Honourable Sindh High Court which was rejected vide order dated 29 May 2007. The Company then filed a petition
in Honourable Supreme Court of Pakistan which was disposed off vide order dated 18 July 2011 with the permission
to approach the Court of Civil jurisdiction. Accordingly, a civil suite was filed by the Company challenging the order of
Deputy Collector of Customs, Central Excise & Sales Tax, Hyderabad. The management in consultation with its lawyer is
confident that the outcome of the case would be in favour of the Company and that the amount deposited above would
be recovered.

CASH AND BANK BALANCES

Note 2015 2014
(Rupees in ‘000)
Cash in hand 440 477
Cash with banks:
- In current accounts 46,665 4 587
- In savings accounts 10.1 162 412
47,267 5,476

These carry mark-up ranging from 4% - 7% (2014: 9% - 12%) per annum.
ISSUED, SUBSCRIBED AND PAID UP CAPITAL

2015 2014 2015 2014
(Number of Shares) (Rupees in ‘000)

Fully paid ordinary shares of
Rs. 10 each issued:

353,510,380 3,563510,380 For cash 3,535,104 3,535,104
840,000 840,000 For consideration other than cash 8,400 8,400
11,339,588 11,339,588 Bonus shares 113,396 113,396

365,689,968 365,689,968 3,656,900 3,656,900

Shares held by the associated companies as at the balance sheet date were 208,295,030 (2014: 237,842,913).

In 2013, the Company in its Extra Ordinary General Meeting, held on 4 June 2013, approved capital restructuring
through reduction of share capital of the Company to the extent of 50% i.e. from 365,689,968 shares to 182,844,984
shares of Rs. 10 each amounting to Rs. 1,828,449,840, subject to the approval of regulatory authorities and completion
of all statutory and legal formalities.

The proposed reduction in share capital will be done through cancellation of one share for every two shares held in the
Company. Fraction shares arising as a result of capital restructuring will be consolidated and disposed off through stock
exchange.

During the year ended 30 June 2014, a petition has been filed with the High Court to confirm the reduction.

LONG TERM FINANCING

Note 2015 2014

(Rupees in ‘000)
Syndicated term finance - secured 12.1&12.2 1,400,505 1,629,757
Current maturity shown under current liability (495,108) (705,952)
905,397 923,805

This represents syndicated term finance facility arranged by the Company with a syndicate of local commercial banks
(the Syndicate). In 2012, the Company entered into a revised restructuring agreement with the Syndicate dated 23 De-
cember 2011. As per the revised restructuring agreement the principal is payable in nine half yearly installments from
23 December 2011 to 23 December 2015.
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12.2

12.3

13.

13.1

13.2

13.3

The mark up charged during first 3.5 years i.e. from 23 June 2010 to 22 December 2013 is 6 month KIBOR + 0% per
annum and after 3.5 years i.e. 23 December 2013 to 23 December 2018, the mark up will be charged at 6 month KIBOR
+ 1.75% per annum. Mark-up outstanding at the time of restructuring and mark up accrued from restructuring date till
the date of final settlement of principal will then be paid in four (4) half yearly installments commencing from 23 June
2016.

During the year, the Company again entered into a revised restructuring agreement with the Syndicate dated 26 De-
cember 2014. As per the revised restructuring agreement, principal installments aggregating Rs. 360 million has been
deferred as following:

- Rs. 250 million falling due on 23 December 2014 will be repaid on 23 June 2018.
- Rs. 110 million out of Rs. 250 million falling due on 23 June 2015 will be repaid on 23 December 2018.

The outstanding principal other than deferred principal will be paid as per the existing repayment terms. The loan is
secured by way of mortgage over property worth Rs. 3.33 billion and hypothecation charge over assets worth Rs. 3.33
billion.

The facility contains a covenant that Company can not pay dividend to its shareholders until it is upto date to its debt
obligation including mark-up payments to syndicate.

Long term financing has been sub divided into long term financing and loan from related parties for the purpose of
better presentation.

LOANS FROM RELATED PARTIES - UNSECURED
Note 2015 2014
(Rupees in ‘000)

Opening balance 13.2 1,172,990 -
Loan amount received 13.1 130,000 1,325,500
Transferred from short term borrowings 18.4 & 13.4 60,000 -
Gain on derecognition during the year 13.2&13.4 (274,242) (230,836)
Gain on initial recognition during the year 13.1 (35,011) -
Unwinding of discount during the year 115,318 78,326
Closing balance 1,169,055 1,172,990

These represent mark up free long term loans of Rs. 1,515.5 million (30 June 2014: Rs. 1,325.5 million) received from
related parties, recorded at fair value at the mark-up rate of 6 months KIBOR plus 1.75% (30 June 2014: 6 months Kl-
BOR plus 1.75%) per annum.

During the year, the company received a mark up free loan of Rs. 130 million from a related party on 19 September 2014
recorded at fair value.The loan is repayable on 2 July 2017. The difference between the carrying value of the liability
and the fair value is recognized in profit and loss account which is being amortized on effective interest rate over the
remaining tenure of the loan.

On 28 October 2014, the management entered into a restructuring agreement in respect of loans from related parties
amounting to Rs. 1,325.5 million. As per the revised terms the repayment date of the loan was deferred from 9 July 2015
to 2 July 2017.

The said restructuring resulted in substantial modification of the financing terms, accordingly the previous liability has
been extinguished and new liability has been recognized at fair value. The difference between the carrying amount of
the liability extinguished and the fair value of the new liability has been recognized in profit and loss account which is
being amortised on effective interest rate over the remaining tenor of the loan.

On 2 January 2015, the management entered into a revised restructuring agreement in respect of above loans of Rs.
1,325.5 million and Rs. 130 million in which repayment date was further extended up to 2 June 2018. The revised re-
structuring did not meet the derecognition criteria as mentioned in International Accounting Standards.
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13.4 As at 30 June 2015, the revision in terms of the mark up free loan as mentioned in note 18.4 resulted in substantial
modification of the financing terms, accordingly the previous liability has been extinguished and new liability has been
recognized at fair value. The difference between the carrying amount of the liability extinguished and the fair value of
the new liability has been recognized in profit and loss account which will be amortised on effective interest rate over

the remaining tenure of the loan.

14. DEFERRED TAXATION
2015 2014
(Rupees in ‘000)
Deferred tax asset / (liability) comprises of temporary differences as follows:
Deductible temporary differences
Deferred liability - provision for gratuity 7,714 7,545
Provision for stores and spares 2,636 3,076
Provision for leave encashment 2,450 2,595
Carry forward tax losses 379,995 593,913
Recognition of liability - 34,696
392,795 641,825
Taxable temporary differences
Accelerated tax depreciation (598,009) (669,810)
(205,214) (27,985)
14.1 Movement of deferred tax (asset) / liability
2015
Balance at Recognized in Recognized in Balance at
1 July profit and loss other comprehensive 30 June
2014 income 2015
(Rupees in ‘000)
Deductible temporary differences
Deferred liability - provision for gratuity (7,545) (119) (50) (7,714)
Provision for stores and spares (3,076) 440 - (2,636)
Provision for leave encashment (2,595) 145 - (2,450)
Carry forward tax losses (593,913) 213,918 - (379,995)
Recognition of liability (34,696) 34,696 - -
(641,825) 249,080 (50) (392,795)
Taxable temporary differences
Accelerated tax depreciation 669,810 (71,801) - 598,009
27,985 177,279 (50) 205,214
2014
Balance at Recognized in Recognized in Balance at
1 July profit and loss  other comprehensive 30 June
2013 income 2014
(Rupees in ‘000)
Deductible temporary differences
Deferred liability - provision for gratuity (7,010) (981) 446 (7,545)
Provision for stores and spares (3,076) - - (3,076)
Provision for leave encashment (2,703) 108 - (2,595)
Carry forward tax losses (615,215) 21,302 - (593,913)
Recognition of liability - (34,696) - (34,696)
(628,004) (14,267) 446 (641,825)
Taxable temporary differences
Accelerated tax depreciation 637,513 32,297 - 669,810
Long term financing 84,392 (84,392) - -
93,901 (66,362) 446 27,985
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15. DEFERRED LIABILITIES Note 2015 2014
(Rupees in ‘000)
Provision for employees gratuity 15.2 39,559 33,164
15.1 Number of Employees under the scheme (Number)
The number of employees covered under scheme are: 276 274

15.2 The amounts recognised in these financial statements, based on the actuarial valuation carried out by Nauman
Associates as at 30 June are as follows:

a) Significant actuarial assumptions 2015 2014
Financial assumptions
Discount rate 9.75% 13.25%

Expected rate of eligible salary increase in future years 8.75% 12.25%

Demographic assumptions

Mortality rate SLIC 2001-2005 SLIC 2001-2005

Withdrawal rate Moderate Moderate

Retirement assumption Age 60 Age 60
2015 2014

(Rupees in ‘000)
b) Reconciliation of balance due to defined benefit plan

Present value of defined benefit obligation 43,062 36,756
Fair value of plan assets (3,503) (3,592)
39,559 33,164

c) Movement of the liability recognized in the balance sheet

Liability recognised in the balance sheet as at 1 July 33,164 30,810
Charge for the year 14,840 12,370
Remeasurements chargeable in other comprehensive income 255 (1,466)
Contribution during the year (8,700) (8,550)
Liability recognised in the balance sheet as at 30 June 39,559 33,164

d) Change in present value of defined benefits obligations

Present value of defined benefits obligation as at 1 July 36,756 31,406
Current service cost for the year 11,022 9,653
Interest cost for the year 4,353 2,927
Benefits paid during the year (7,808) (5,746)
Benefits due but not paid - (1,313)
Remeasurements:

Actuarial (gains)/losses from changes in demographic assumptions - -
Actuarial (gains)/losses from changes in financial assumptions -
Experience adjustments (1,261) (171)

Present value of defined benefits obligation as at 30 June 43,062 36,756

e) Changes in fair value of plan assets

Fair value of plan assets as at 1 July 3,592 596
Contribution during the year 8,700 8,550
Expected return on plan assets 535 210
Benefits paid / discharged during the year (7,808) (5,746)
Benefits due but not paid - (1,313)
Actuarial loss on plan assets (1,516) 1,295

Fair value of plan assets as at 30 June 3,503 3,592
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f) Expenses recognized in the profit and loss account 2015 2014
(Rupees in ‘000)

Current service cost 11,022 9,653
Interest cost 4,353 2,927
Return on plan assets (535) (210)

14,840 12,370

g) Remeasurements Chargeable in Other Comprehensive Income

Remeasurements:
Actuarial (gains)/losses from changes in demographic assumptions - -
Actuarial (gains)/losses from changes in financial assumptions -
Experience adjustments (1,261) (171

)

(1,261) arz1)

Return on plan assets, excluding interest income 1,516 (1,295)
Total Remeasurements Chargeable in Other Comprehensive Income 255 (1,466)

h) Expected charge for the year ending 30 June 2016 is Rs. 15.016 million.

i) Plan assets as at 30 June 2015 comprise:
Amount Percentage
Cash and / or deposits 806 23.02%
Other 2,697 76.98%
3,503 100%
i) Sensitivity analysis
Discount rate effect Present value obligation Rate effect
Original liability 43,062 9.75%
1% increase 40,141 10.75%
1% decrease 46,455 8.75%
Salary increase rate effect
Original liability 43,062 8.75%
1% increase 46,512 9.75%
1% decrease 40,040 7.75%

Maturity profile
The average duration of defined benefit obligation is 7 years.

k) Analysis of present value of defined benefits obligations and fair value of plan assets

2014-15 2013-14 2012-13  2011-12  2010-11
(Rupees in ‘000)

Present value of defined obligations (43,062) (36,756) (31,406) (26,007) (18,495)

Fair value of plan assets 3,503 3,592 596 83 559

Deficit (39,559) (33,164) (30,810)  (25,924) (17,936)
1) Experience adjustments

Experience adjustment arising on
plan liabilities (1,261) (171) (2,350) (249) (1,383)
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m) The charge for the year has been allocated as follows: Note 2015 2014
(Rupees in ‘000)

Cost of sales 21 11,781 9,850
Distribution cost 22 1,821 1,799
Administrative expenses 23 1,238 721

14,840 12,370

16. TRADE AND OTHER PAYABLES

Trade creditors 16.1 182,485 177,573
Bills payable 228,282 444,933
Accrued liabilities 4,350 99,510
Royalty payable - 18,044
Excise duty payable 7,511 6,176
Advances from customers 47,166 101,835
Retention money payable 1,522 1,312
Sales tax and federal excise duty payable 40,257 36,719
Unclaimed dividends 126 126
Withholding tax payable 3,539 2,011
Workers’ Profit Participation Fund 16.2 57,612 25,530
Workers’ Welfare Fund 21,439 8,867
Leave encashment payable 12,566 11,407
Others 1,164 1,398

608,019 935,441

16.1 This includes Rs. Nil (2014: Rs. 0.375 million) payable to Javedan Corporation Limited, a related party.

2015 2014
16.2 Workers’ Profit Participation Fund (Rupees in ‘000)
Balance as at 1 July 25,530 23,334
Mark-up on balance payable 26 2,305 2,196
Allocation for the year 33,083 -
60,918 25,530
Payments made during the year (3,306) -
Balance as at 30 June 57,612 25,5630
17. MARK-UP ACCRUED
On short term borrowings 171 15,655 13,019

17.1  This includes amount due to Arif Habib Corporation Limited (Parent Company) amounting to Rs. Nil million (2014:
Rs.0.219 million).

18. SHORT TERM BORROWINGS 2015 2014

. . (Rupees in ‘000)
From banking companies:

Running finances 18.1 361,942 384,050
Foreign currency loan 18.2 45,355 20,132
Istisna 18.3 280,000 130,000

687,297 534,182
From related parties:

Short term finance from Associated Company - 10,000
Short term finance from sponsor 18.4

687,297 544,182
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18.1 This represents short-term running finance facilities from various banks amounting to Rs. 400 million (2014: Rs. 450
million), which represents the aggregate of sale prices of all mark-up agreements between the Company and the banks.
These carry mark up at the rate ranging between 3 months KIBOR plus 1.50% to 3 months KIBOR plus 2.5% (2014: 3
months KIBOR plus 1.50% to 3 months KIBOR plus 2.5%) per annum calculated on daily product basis. Mark-up on
these facilities is payable quarterly. These facilities have various maturity dates up to June 2015 and are secured by first
pari passu charge against current / fixed assets of the Company.

The aggregate amount of aforementioned facilities which have not been availed as at the balance sheet date amounts
to Rs. 38.058 million (2014: Rs. 45.817 million). The facility is secured by first pari passu charge against fixed assets
(excluding land and building) of the Company.

18.2 The Company has availed foreign currency loan facility from a bank amounting to Rs. 50 million (2014: Rs. 50 million).
The amount is repayable in 180 days from the date of disbursement and carries mark-up at the rate of LIBOR plus 1%.
The facility is secured by first pari passu charge against present and future fixed assets of the Company.

18.3 The amount is repayable in 90 days from the date of disbursement and carries mark-up at the rate of 3 months KIBOR
plus 3%. The facility will mature on 31 January 2016 and is renewable.

During the year, the Company availed new istisna facility from a bank amounting to Rs. 250 million (2014: Nil). The
amount is repayable in 180 days from the date of disbursement and carries mark-up at the rate of KIBOR plus 1.5%.
The facility is secured by third party pledge of securities.

18.4 During the year, the Company received a markup free loan from a sponsor amounting to Rs. 60 million in December
2014 which was repayable on demand. As on 30 June 2015, the terms of the loan were revised and the repayment
was deferred till 2 July 2025 considering which the loan has been reclassified to long term loans as mentioned in note
13.4.

19. CONTINGENCIES AND COMMITMENTS
19.1 Contingencies

19.1.1 The Company received an order from Central Excise and Land Custom on 28 October 1992 alleging that the Sales tax
and CED amounting to Rs. 15.210 and Rs. 30.312 million respectively, were not paid on certain sales. Penalty of the
Rs. 45.524 million was also levied in the said order on account of non payment of above amount. The company has
however disputed the same on grounds of lack of urisdiction as well as on the merits, the matter is sub-judice. The Hon-
ourable High Court of Sindh has granted stay against the said order and the case is currently pending with the Appellate
Tribunal Inland Revenue, Karachi. The management in consultation with its legal advisor is confident that the outcome
of the case would be in favour of the Company and hence no provision is made in these financial statements.

During the year, the Company received a demand notice from FBR reference # DCIR/Unit-01/ E&C/Zone-1I/LTU/2015
demanding Rs 60.624 million and Rs. 15.210 million under CED and Sales Tax respectively. The Honorable High Court
of Sindh has granted the stay against the said demand notice. The management in consultation with its legal advisor is
confident that the outcome of the case would be in favour of the Company hence no provision is made in these financial
statements.

19.1.2 The Competition Commission of Pakistan (the CCP) took Suo Moto action under Competition Commission Ordinance,
2007 and issued a Show Cause Notice on 28 October 2008 for increase in prices of cement across the country. Similar
notices were also issued to All Pakistan Cement Manufacturers Association (APCMA) and its member cement manufac-
turers. The Company filed a writ petition before the Honourable Lahore High Court (LHC), the LHC vide its order dated
24 August 2009 allowed the CCP to issue its final order. The CCP accordingly passed an order on 27 August 2009
and imposed a penalty of Rs. 87 million on the company. The Lahore High Court vide its order dated 31 August 2009
restrained the CCP from enforcing its order against the Company for the time being.

During the financial year ended 30 June 2009, the company has filed an appeal before the Honourable Supreme Court
of Pakistan and Lahore High Court against the Order of the CCP dated 27 August 2009. The petition filed by the Com-
pany and other cement manufacturers before the Lahore High Court are pending for adjudication meanwhile order
passed by the Lahore High Court on 31 August 2009 is still operative. Management, based on the legal advice, believes
that there are good legal grounds and is hopeful that there will be no adverse outcome for the company, accordingly
no provision has been made in these financial statement
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19.1.3 A customer has filed claim of Rs. 1.197 million before the Court of District & Session Judge Karachi (East), for recovery

19.1.4

19.15

19.1.6

19.1.7

of financial loss due to sub-standard supply of cement. The Honourable Judge has decided the order in favour of the
customer. Thereafter, the Company filed a revision application against the order before the Sindh High Court. The man-
agement based on the advice of the lawyer is confident that the outcome of the case would be in favour of the Company
and hence no provision is made in these financial statements.

Section 113 (2) (c) was interpreted by a Divisional Bench of the Sindh High Court (SHC) in the Income Tax Reference
Application (ITRA) No. 132 of 2011 dated 7 May 2013, whereby it was held that the benefit of carry forward of minimum
tax is only available in the situation where the actual tax payable (on the basis of net income) in a tax year is less than
minimum tax. Therefore, where there is no tax payable, interalia, due to brought forward tax losses, minimum tax could
not be carried forward for adjustment with future tax liability.

The Company has carried forward minimum tax of current and previous years amounting to Rs. 109.125 million and the
Company expects to adjust the amount against the future taxable profits. The Company’s legal counsel is of the opinion
that the Company has strong arguable case and at an appropriate stage the matter can be agitated before Supreme
Court of Pakistan in case the adjustment is challenged by the tax authorities. In view of above, the Company is confident
that the ultimate outcome in this regard would be favourable. Hence no provision in this respect has been made in these
financial statements.

During the year ended 30 June 2013, the Company reversed liability amounting to Rs. 115.927 million in respect of
previous sponsors loan on the basis of arbitration award in favour of the Company.

The management of the Company was taken over by purchasing controlling shareholding during the year 2005. One
of the condition of takeover of the management from the previous sponsors was that the amount payable in respect of
this loan was required to be adjusted in respect of any differences in the value of assets and/or unrecorded liabilities.
However, due to dispute regarding existence of certain assets, unrecorded liabilities etc., the final amount of the previ-
ous sponsor’s loan remained undetermined and unsettled and the matter was referred for arbitration as per the Share
Purchase Agreement between the management and the previous sponsors. The amount outstanding as at 30 June
2012 amounted to Rs. 115.927 million i.e. Rs. 234.076 million net off with unavailable stores and spares of Rs. 118.149
million.

In 2013, the arbitrator decided in favour of the Company and determined an amount of Rs. 0.735 million to be paid by
the Company. The award has been sent to the Registrar High Court of Sindh for making the award a rule of Court. The
management, based on its lawyers’ advice is of the opinion that despite of objection filed by the previous sponsors
against the arbitration award, the Company has strong grounds considering the fact that the Arbitration Award has been
announced in Company'’s favour and the arbitration award will be made a rule of Court. Accordingly, the management
had reversed the liability with a corresponding credit in the profit & loss account. However, as previous sponsors have
filed objections to the award, the matter has been disclosed as a contingent liability in these financial statements.

During the year, the Company received a show cause notice on 22 January 2015 from Deputy Commissioner Inland
Revenue (DCIR) alleging that the Company is evading Sales Tax and Federal Excise Duty (FED) which was theoretically
calculated comparing consumption of energy and coal of cement industry with that of the Company’s and also con-
sidering the grinded slag as cement on which FED is payable. DCIR alleged the Company for evading an amount of
Rs.551.858 million and Rs.168.276 million in respect of sales tax and FED respectively. Thereafter, physical verification
of manufacturing premises was conducted on 10 February 2015 u/s 38 and 40B. Hearing was fixed on 23 February
2015 and demand notice was received on 03 March 2015 (dated 26 February 2015) for the recovery of Rs.333.945
million and Rs.106.467 million. The management of the Company filed an appeal with DCIR on 17 March 2015 along
with the application for urgent hearing challenging the order on the grounds of judicial impartiality, lack of legal grounds
under Sales Tax Act 1990 and Federal Excise Act, validity of order based on presumptions and lack of basic knowledge
of cement industry. Simultaneously, application of stay was filed with DCIR on 17 March 2015 and reference petition was
filed with Honorable High Court of Sindh requesting a stay from legal action on the impugned order dated 26 February
2015, against which stay was granted to the Company by the Honorable High Court of Sindh on 2 April 2015. In view of
the Company’s tax consultant, favorable outcome of the case is anticipated; hence no provision is required to be made
in these financial statements.

The Company received another show cause notice from DCIR on 13 June 2015 alleging that the Company has adjusted
inadmissible input tax on diesel purchased and consumed in the rented vehicles of the transporter of the Company
under Sales Tax Act, 1990. The Company replied through its consultant via letter dated 22 June 2015 explaining that the
Company has adjusted a valid input tax under the provisions of Sales Tax Act, 1990.
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Subsequent to year end, a demand notice for recovery was received dated 13 July 2015 for an amount of Rs.17.357
million for adjusting invalid input tax with a penalty of Rs.0.868 million against which Company filed an appeal with DCIR
on 04 August 2015, along with application for the grant of stay. Hearing for the same is fixed on 21 August 2015. The
Company’s legal counsel is of the opinion that no unfavourable outcome can be anticipated.

19.2 Commitments 2015 2014
(Rupees in ‘000)
Commitments against open letter of credit for:

- Coal 105,778 -
- Stores and spares 33,718 98,651
139,496 98,651
Other commitments
- ljarah Rentals 1,259 2,557
140,755 101,208
20. SALES-NET
Local 4,530,641 3,871,509
Export 262,043 467,378
4,792,684 4,338,887
Less:
Sales tax (744,790) (658,418)
Federal excise duty (216,825) (184,366)
(961,615) (842,784)
3,831,069 3,496,103
21. COST OF SALES
Note
Salaries, wages and other benefits including
retirement benefits 21.1 223,570 192,349
Raw materials consumed 21.2 219,215 188,116
Packing material consumed 21.3 229,134 232,165
Stores, spares and loose tools 163,982 134,561
Fuel and power 1,956,910 2,065,892
Insurance 7,961 10,558
Repairs and maintenance 54,921 42,627
Depreciation 4.2 96,481 87,410
Other production overheads 31,742 34,984
2,983,916 2,988,662
Work in process
Opening 67,732 220,453
Closing 6 (175,962) (67,732)
(108,230) 152,721
Cost of goods manufactured 2,875,686 3,141,383
Finished goods
Opening 26,430 36,313
Closing 6 (42,187) (26,430)
(15.757) 9.883
2,859,929 3,151,266

21.1 Itincludes Rs. 11.781 million (2014: Rs. 9.850 million) against staff retirement benefits.
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21.2 Raw materials consumed Note 2015 2014
(Rupees in ‘000)

Opening stock of raw material 33,306 17,080
Purchases 194,530 204,342
227,836 221,422
Closing stock of raw material 6 (8,621) (33,306)
219,215 188,116
21.3 Packing materials consumed
Opening stock of packing material 49,834 51,133
Purchases 237,505 230,866
287,339 281,999
Closing stock of packing material 6 (58,205) (49,834)
229,134 232,165

22. DISTRIBUTION COST

Salaries, wages and other benefits including

retirement benefits 22.1 23,488 20,119
Export expenses 64,449 135,374
Travelling and conveyance 73 266
Depreciation 4.2 2,724 2,914
Marking fee 2,874 2,823
Incentive and commission on local sales 84,480 95,755
Others 3,509 3,238

181,597 260,489

22.1 ltincludes Rs. 1.821 million (2014: Rs. 1.799 million) against staff retirement benefits.
23. ADMINISTRATIVE EXPENSES

Salaries, wages and other benefits including

retirement benefits 23.1 16,228 14,257
Travelling and conveyance 154 189
Printing and stationery 2,218 1,415
Repair and maintenance 2,163 5,665
Legal and professional charges 2,639 3,125
Auditor’'s remuneration 23.2 1,065 1,001
Rent, rates and taxes 5,108 12,607
Advertisement 3,316 5,710
Postage, telephone and telegram 2,124 2,299
Entertainment 519 1,526
Ujarah payments 23.3 1,318 1,318
Fees and subscription 2,856 3,568
Depreciation 4.2 8,304 8,741
Amortization 4.4 449 58
Charity and donation 23.4 2,521 975
Written off advances 3,176 3,660
Bad debts written off - 13
Miscellaneous 4,823 2,755

58,981 68,882

23.1 ltincludes Rs. 1.238 million (2014: Rs. 0.721 million) against staff retirement benefits.
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23.2 Auditor’s remuneration 2015

2014

(Rupees in ‘000)

Audit fees 600 600
Half yearly review fee 250 251

Fee for the review of compliance with Code of
Corporate Governance 50 50
Fee for other services 30 -
Out of pocket expenses 135 100
1,065 1,001

23.3 Ujarah payments

The Company has entered into Ujarah arrangements with Bank Islami Pakistan Limited for lease of 2 vehicles having
monthly rentals for a total period of 4-5 years. Total of future Ujrah payments under the agreement are as follows:

2015

2014

(Rupees in ‘000)

Not later than one year 1,212 1,298
Later than one year but not later than five years 47 1,259
1,259 2,557
23.4 No directors or their spouses have any interest in any donee’s fund to which donation were made.
2015 2014
24, OTHER INCOME Note (Rupees in 5000)
Gain on disposal of fixed assets 4.3 370 703
Rebate income 967 1,798
Scrap sales 223 5,692
Others 431 570
1,991 8,763
25. OTHER OPERATING EXPENSES
Workers’ Welfare Fund 12,572 5,853
Exchange loss 19,124 12,155
Workers’ Profit Participation Fund 33,083 -
64,779 18,008
26. FINANCE COSTS - NET
Gain on derecognition of financial liability 13 274,242 -
Gain on initial recognition of loan from related party 35,011 230,836
Finance Income 309,253 230,836
Unwinding of interest on long term finance 12.1 (175,420) (208,386)
Unwinding of discount of loan from related party 13 (115,318) (78,326)
Mark-up on short term borrowings (57,928) (56,459)
Mark-up on borrowings from related party (7,134) (27,895)
Mark-up on Workers’ Profit Participation Fund (2,305) (2,196)
Bank charges and commission (2,917) (4,066)
Finance Costs (361,022) (377,328)
(51,769) (146,492)
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27. TAXATION Note 2015 2014
(Rupees in ‘000)

Current year 271 - -
Prior year 4,893 -
4,893 -

Deferred 14 177,278 (66,362)
182,172 (66,362)

27.1  Minimum tax liability of Rs. 85.027 million has not been recognized in view of expectation of availability of sufficient fu-
ture taxable profits resulting in tax liability under normal tax regime in next five years against which such liability would
be adjusted.

27.2 The return of income have been filed up to tax year 2014 (corresponding to financial year ended 30 June 2014), while
the income tax assessment have been finalized up to and including tax year 2012.

27.3 Effective tax rate reconciliation
Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented as Company

is subject to the provisions of minimum tax under Section 113 of the Income Tax Ordinance, 2001 (Ordinance). The
movement in deferred taxation is mainly due to the availability of tax losses.

28. EARNINGS PER SHARE - BASIC AND DILUTED 2015 2014
(Rupees in ‘000)
Profit / (Loss) after taxation 433,833 (73,909)
(Number)
Weighted average number of ordinary shares 365,689,968 365,689,968
(Rupee)
Earnings / (Loss) per share in rupee - basic and diluted 1.19 (0.20)

28.1 No figure for diluted earnings per share has been presented as the Company has not issued any instrument which
would have an impact on earnings per share when exercised.

29. OPERATING SEGMENTS

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

29.2 Revenue from sale of cement represents 100% (2014 : 100%) of the total revenue of the company.
29.3 93% (2014: 87%) sales of the Company relates to customers in Pakistan.

29.4 All non-current assets of the Company at 30 June 2015 are located in Pakistan.

30. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

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

- Credit risk

- Liquidity risk
- Market risk
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30.1

30.1.1

30.1.2

30.1.3

Credit risk

Credit risk is the risk that one party to the financial instruments will fail to discharge an obligation and cause the other
party to incur a financial loss. The Company believes that it is not exposed to major concentration of credit risk. Howev-
er, to reduce exposure to credit risk, if any, the management monitors the credit exposure towards the customers and
makes provisions against those balances considered doubtful of recovery.

Management of credit risk

The Company'’s policy is to enter into financial contracts in accordance with the guidelines set by the Board of Directors.
The Company is not materially exposed to credit risk as it's majority sales are on advance payment basis.

Credit risk is managed and controlled by the management of the company in the following manner:
- Credit rating and / or credit worthiness is taken into account along with the financial background so as to minimize the
risk of default.

- Cash is held with reputable banks only.

The maximum exposure to credit risk at the reporting date is:

Note 2015 2014

(Rupees in ‘000)
Trade debts 259,722 143,038
Advances and other receivables 52,852 96,676
Deposits 26,891 27,453
Bank balances 46,827 4,999
386,292 272,166

The maximum exposure to credit risk for trade debt at the balance sheet date by geographic region was as follows:

2015 2014
(Rupees in ‘000)

Domestic (Pakistan) 259,722 135,508
Exports - 7,530
259,722 143,038

The maximum exposure to credit risk for trade debts at the balance sheet date by type of customer is as follows:

2015 2014
(Rupees in ‘000)

Dealer / distributor 73,091 17,776
End-user customers / exports 186.631 125,262
259,722 143,038

Impairment losses

The aging of trade debtors at the balance sheet date was:

2015 2014
Gross Impairment Gross Impairment
(Rupees in ‘000) (Rupees in ‘000)
Not past due 149,893 - 86,115 -
Past due 1-60 days 45,070 - 24,588 -
Past due 61 days -1 year 63,377 - 31,369 -
More than one year 1,382 - 966 -
259,722 - 143,038 -
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30.1.4 Based on the past experience, consideration of financial position, past track records and recoveries, the Company
believes that trade debts past due do not require any impairment.

30.1.5 Credit Ratings

Details of the credit ratings of bank balances as at 30 June 2015 are as follows:

Allied Bank Limited

Al-Baraka Islamic Bank

Bank Alfalah Limited

Bank Islami Pakistan
Limited

Bank of Punjab

Habib Bank Limited

Habib Metropolitan Bank
Limited

Meezan Bank Limited

National Bank of Pakistan

Summit Bank Limited

Soneri Bank Limited

United Bank Limited

30.2 Liquidity risk

Rating Rating 2015 2014
Short term Long term Agency (Rupees in ‘000)
Al+ AA+ PACRA 48 184
Al A JCR-VIS 43,080 80

Al A PACRA 66
Al A+ PACRA 634 1,529

Al A JCR-VIS 4
A-1+ AAA JCR-VIS 45 45
A-1+ AA+ PACRA 458 964
A-1+ AA JCR-VIS 78 77
A-1+ AAA PACRA 404 1,732
A-1 A JCR-VIS 2,025 136
Al+ AA- PACRA 8 8
A-1+ AA+ JCR-VIS (23) 244
46,827 4,999

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated with financial liabili-
ties that are settled by delivering cash or another financial asset. Liquidity risk arises because of the possibility that the
Company could be required to pay its liabilities earlier than expected or difficulty in raising funds to meet commitments
associated with financial liabilities as they fall due. The Company’s approach to managing liquidity is to ensure, as far
as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both normal and stressed
conditions, without incurring unacceptable losses or risking damage to the Company’s reputation. The following are the
contractual maturities of financial liabilities, including interest payments:

2015
Carrying Contractual Six months Six to twelve One to five More than
amount cash flows or less months years five years
(Rupees in ‘000)
Non-derivative liabilities
Long term finance 1,400,505 (1,722,638) (270,540) (267,936) (1,184,162) -
Long-term interest
free loan from sponsors 1,169,055 (1,645,500) - - (1,645,500) -
Short term borrowings 687,297 (687,297) (687,297) - - -
Trade and other payables 608,019 (608,019) (608,019) - - -
Mark-up accrued 15,655 (15,655) (15,655) - - -
3,880,531 (4,679,109) (1,581,511) (267,936) (2,829,662) -
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2014
Carrying Contractual ~ Six months  Six to twelve  One to five More than
amount cash flows or less months years five years

(Rupees in ‘000)

Non-derivative liabilities

Long term finance 1,629,757 (2,012,034) (500,000) (250,000) (1,262,034) -

Loan from related
parties - unsecured 1,172,990 (1,325,500) - - (1,325,500) -
Short term borrowings 544,182 (544,182) (544,182) - - -
Trade and other payables 935,441 (935,441) (935,441) - - -
Mark-up accrued 13,019 (13,019) (13,019) - - -
4,295,389 (4,830,176) (1,992,642) (250,000) (2,587,534) -

The contractual cash flows relating to the above financial liabilities have been determined on the basis of mark-up rates
effective as at 30 June 2015.

Market risk
Market risk is the risk that the value of the financial instrument may fluctuate as a result of changes in market interest
rates or the market price due to a change in credit rating of the issuer or the instrument, change in market sentiments,
speculative activities, supply and demand of securities and liquidity in the market. Market risk comprises of currency
risk, interest rate risk and other price risk. The Company is exposed to currency risk and interest rate risk only.
a) Currency risk

Foreign currency risk is the risk that the value of financial asset or a liability will fluctuate due to a change in

foreign exchange rates. It arises mainly where receivables and payables exist due to transactions entered into

foreign currencies.

The Company is exposed to currency risk on export sales and import purchases in a currency other than
Rupees.

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

2015 2014
(Rupees in ‘000) US Dollars (Rupees in ‘000) US Dollars
Trade debts - - 7,530 76,253
Bills payable (228,282) (2,244,661) (444,933) (4,505,651)
Gross exposure (228,282) (2,244,661) (437,403) (4,429,398)

Above net exposure is payable by the Company in Rupees at the rate on which these are settled by the Company.
Currently, the Company does not obtain forward cover against the gross exposure.

Average rates Balance sheet date rate
2015 2014 2015 2014
(Rupees) (Rupees)
US Dollars 101.68 101.35 101.70 98.75

Sensitivity analysis

A ten percent strengthening or weakening of the Rupee against USD as at the year end would have increased or
dcreased the equity and profit and loss account by an amount shown in table below. This analysis assumes that all other
variables, in particular the interest rates, remain constant. The analysis is performed on the same basis for 2014.
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2015 2014

(Rupees in ‘000)
Effect on profit or loss on 10% weakening of Rupee (22,828) (43,740)
Effect on profit or loss on 10% strengthening of Rupee 22,828 43,740

b)

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because
of changes in market interest rates. The interest rate exposure arises from long term loan, bank balances, lease
liability, short term running finance and long term loan. Other risk management procedures are same as those
mentioned in the credit risk management.

At the balance sheet date the interest rate profile of the Company'’s interest-bearing financial instruments was as
follows:
Carrying amount
2015 2014
(Rupees in ‘000)

Fixed rate instruments

Financial assets (bank balances) 162 412
Variable rate instruments
Financial liabilities
- short term borrowings 687,297 544,182
- long term loan 1,400,505 2,335,709
2,087,802 2,879,891

Fair value sensitivity analysis for fixed rate instruments

The Company does not account for any fixed rate financial assets and liabilities at fair value through profit and
loss. Therefore, a change in interest rates at the reporting date would not affect profit and loss account.

Cash flow sensitivity analysis for variable rate instruments
A change of 100 basis points in interest rates at the reporting date would have net increased or (net decreased)

the profit or loss of the Company as at 30 June 2015 by Rs. 20.876 million (2014: Rs. 26.52 million). This analysis
assumes that all other variables, in particular foreign currency rates, remain constant.

c) A summary of the Company’s interest rate gap position, categorised by the earlier of contractual re-pricing or
maturity dates at the end of year is as follows:
30 June 2015
Mark-up / less than 6 months More than US Dollars
return (%) 6 month to 1 year 1 year
(Rupees in ‘000)
Assets
Bank balance 4-7 162 - - 162
Total assets 162 - - 162
Liabilities
Short term borrowings 5-12.01 687,297 - - 687,297
Long term loan 9.44 - 14.49 247,554 247,554 905,397 1,400,505
Total liabilities 934,851 247,554 905,397 2,087,802
On-balance sheet gap (934,689) (247,554) (905,397) (2,087,640)
Total interest risk sensitivity gap (934,689) (1,182,243) (2,087,640) (2,087,640)
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30 June 2014
Mark-up / less than 6 months More than US Dollars
return (%) 6 month to 1 year 1 year
(Rupees in ‘000)

Assets
Bank balance 9-12 412 - - 412
Total assets 412 - - 412
Liabilities
Short term borrowings 9.2-15.01 272,091 272,091 - 544,182
Long term loan 9.44 - 14.49 352,976 352,976 2,096,795 2,802,747
Total liabilities 625,067 625,067 2,096,795 3,346,929
On-balance sheet gap (624,655) (625,067) (2,096,795) (3,346,517)
Total interest risk sensitivity gap (624,655) (1,249,722) (3,346,517) (3,346,517)

30.4 Fair value of Financial Instruments

Carrying value of all the financial instruments reflected in the financial statements are not significantly different from their
fair values.

30.5 Capital risk management
The management’s policy is to maintain a strong capital base so as to maintain investor, creditor and market confidence
and to sustain future development of the business. The management closely monitors the return on capital along with

the level of distributions to ordinary share holders.

The management seeks to maintain a balance between higher returns that might be possible with higher levels of bor-
rowings and the advantages and security afforded by a sound capital position.

The Company is not required to maintain any regulatory capital.

31. CASH GENERATED FROM OPERATIONS 2015 2014
(Rupees in ‘000)
Profit / (Loss) before taxation 616,005 (140,271)
Adjustments for:
Depreciation 107,509 99,065
Amortization 449 58
Gain on derecognition of financial liability (274,242) -
Exchange loss 19,124 12,155
Finance cost 361,022 377,328
Gain on initial recognition of financial liability (35,011) (230,836)
Gain on disposal of fixed assets (370) (703)
Provision for gratuity 14,840 12,370
193,321 269,437
Operating profit before working capital changes 809,326 129,166
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2015 2014
(Rupees in ‘000)
(Increase) / Decrease in current assets

Stores, spares and loose tools 80,134 (209,922)
Stock-in-trade (107,673) 147,677
Trade debts (116,684) (4,593)
Advances and other receivables 43,824 15,241
Trade deposits 562 (382)
(99,837) (51,979)
(Decrease) / increase in trade and other payables (346,546) 75,347
Net cash generated from operations 362,943 152,534

32. CASH AND CASH EQUIVALENTS

Note
Cash and bank balances 10 47,267 5,476
Short-term borrowings 18 (687,297) (534,182)
(640,030) (528,706)
33. CAPACITY (Clinker)

Installed capacity (M.Tons) 900,000 900,000
Actual production (M.Tons) 553,063 458,900

33.1 Production capacity utilization is 61% (2014: 51%) of total installed capacity.

33.2 Actual production is less than the installed capacity due to planned shut down for maintenance and in line with the
industry demand.

34. TRANSACTIONS WITH RELATED PARTIES

Related parties comprises of associated undertakings and related group companies, directors of the Company, key
management personnel and staff retirement funds. Further, contribution to the defined benefit plan (gratuity scheme) are
in accordance with the actuarial advice. Remuneration of executive, directors and key management personnel is dis-
closed in note 34.2. Details of transactions with related parties, other than those which have been specifically disclosed
elsewhere in these financial statements are as follows:

Details of other transactions / balances with related parties are as follows:

Transactions with related parties 2015 2014
(Rupees in ‘000)
Aisha Steel Mills Limited
- Sale of goods - 1,143

Safe Mix Concrete Products Limited
- Sale of goods 49,897 37,980

Javedan Corporation Limited
- Sale of goods 18,211 15,197
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Rotocast Engineering Company (Private) Limited
- Services received
- Rent & maintenance

Arif Habib Corporation Limited
- Loan received
- Loan repaid
- Mark-up accrued
- Mark-up repaid

Sponsors
- Loan received
- Loan repaid

Summit Bank Limited
- Loan received
- Loan repaid
- Mark-up accrued
- Mark-up repaid

Balances with related parties

Aisha Steel Mills Limited
- Trade receivable

Rotocast Engineering Company (Private) Limited
- Payable against rent

Arif Habib Corporation Limited
- Loan payable (including mark-up)

Safe Mix Concrete Products Limited
- Trade receivable

Javedan Corporation Limited
- Trade receivable
- Trade payable

Sponsors
- Loan payable

Summit Bank Limited
- Loan payable
- Mark-up payable

34.1 During the year Summit Bank Limited entered as a related party.
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34.1

2015

2014

(Rupees in ‘000)

3.936 4,475

- 2,755
260,000 338,000
270,000 915,500
6.989 27,895
7,208 28,253
605,000 1,093,500
415,000 80,000
200,000 100.000
200,000 100,000
6,448 8,610
6,468 9,462
165 165

363 390

- 10,218

12,001 8,036
7,374 6,898
375 375
1,515,500 1,325,500

100,000

1,381

100,000

1,401
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34.2

34.3

35.

35.1

36.

37.

REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES

2015 2014
Chief Director Executives Chief Director  Executives
Executive Executive
(Rupees in ‘000)
Managerial
remuneration 34.3 - - 73,285 1,500 - 58,950
Retirement benefits - - 6,107 38 - 5,408
- - 79,392 1,638 - 64,358
(Number)
Number of key
executives 1 6 53 1 6 45
Number of non-executive
directors - 6 - - 6 -

The Chief Executive and certain Executives are provided with the use of Company cars and the operating  expenses
are borne by the Company to the extent of their entitlement.

Executive means an employee of a listed company other than the chief executive and directors whose basic salary
exceeds Rs. 0.5 million in a financial year. The chief executive and certain executives of the Company are provided
with free use of cars.

The remuneration of chief executive is being borne by Arif Habib Corporation - Parent Company, since October 2014.

CORRESPONDING FIGURES

Corresponding figures have been rearranged and reclassified for the purposes of comparison and better presentation
as follows:

Reclassification from Reclassification to (Rupees in ‘000)
Component Component
Other income Finance income 230,836

The above reclassification has no impact on previously reported profit/ (loss) or equity.

NUMBER OF EMPLOYEES

The total number of permanent employees as at year end were 282 and average number of employees were 278.
AUTHORIZATION

These financial statements have been authorized for issue by the Board of Directors of the Company on 3@ September
2015.

s S ; E—;}E:—“l
CHIEF EXECUTIVE DIRECTOR CHIEF FINANCIAL OFFICER
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Form of Proxy

24 Annual General Meeting

The Company Secretary
Power Cement Limited
Arif Habib Centre

23, M.T. Khan Road
Karachi

I/'we being a member(s) of Power

Cement Limited holding ordinary shares as per CDC A/c. No.

hereby appoint Mr/Mrs/Miss

of (full address)

or failing him/her Mr/Mrs/Miss

of (full address)

(being member

of the Company) as my/our Proxy to attend, act vote for me/us and on my/our behalf at the Annual General Meeting of the

Company to be held on October 20, 2015 and/or any adjournment thereof.

Signed this day of 2015.

Witnesses:

1. Name:

Address:

CNIC No.:

Signature:

Signature on
Rs. 5/-

Name: Revenue Stamp

Address:

CNIC No.:

Signature:

NOTES:

1. A member entitled to attend and vote at the meeting may appoint another member as his/her proxy who shall have
such rights as respects attending, speaking and voting at the meeting as are available to a member.
Proxy shall authenticate his/her identity by showing his/her identity by showing his/her original passport and bring folio
number at the time of attending the meeting.
In order to be effective, the proxy Form must be received at the office of our Registrar M/s. Technology Trade (Pvt.)

meeting duly signed and stamped and witnessed by the two persons with their signatures, name, address and CNIC
number given on the form.

In the case of individuals attested copies of CNIC or passport of the beneficial owners and the proxy shall be furnished
with the proxy Form.

In case of proxy by a corporate entity, Board of Directors resolution/power of attorney and attested copy of the CNIC or
passport of the proxy shall be submitted along with proxy Form.
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