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Cherat Packaging Limited
A Ghulam Faruque Group Company

Established in 1991, Cherat Packaging Limited (CPL) is the largest producer and supplier of 
paper bags to the cement industry in Pakistan. It has an ISO 9001:2008 certification and is a 
recipient of many prestigious awards including Karachi Stock Exchange and Management 
Association of Pakistan’s Best Company Award.

CPL has an annual production capacity of 265 million paper bags. Based on the specific 
requirements of its customers, CPL produces various varieties of superior quality cement bags 
using kraft paper.

During this financial year, CPL started operation of the polypropylene bag plant acquired from 
M/s. BSW Windmoller & Holscher. This most advanced and efficient plant has an annual 
production capacity of 65 million bags.

With the addition of the polypropylene bag plant, CPL is now in a position to meet the cement 
packaging requirements of its valuable customers by providing single window operation. CPL 
is the only company in Pakistan, and in the region, to produce and supply both varieties of 
cement bags i.e. bags made from kraft paper and polypropylene granules.
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packaging protects

Peanut shells are used in the 
manufacture of plastic, wallboard, 
abrasives, fuel, cellulose (used in rayon 
and paper) and mucilage (glue).
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Packaging is an important factor in any environment, be 
it in nature or manufacture. Packaging has function, form 
and aesthetics. The material must enhance, preserve and 
enable packaging.
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A pearl is but a grain of sand nestled 
within the oyster, which over time, 
creates a thing of beauty. 

packaging enables
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As deliverable distances increase, often a product which is 
not quite ready is shipped so that it may reach its prime 
upon reaching its destination. 

Packaging protects and creates an environment whereby its 
contents, upon reaching the consumer, are perfect.
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packaging materials
The chicken eggshell is 95-97% calcium 
carbonate crystals, which are stabilized by a 
protein matrix. The structure and composition 
of the avian eggshell serves to protect the egg 
against damage and microbial contamination.
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Consumers react immediately to packaging shapes and 
materials. They are influenced by them when making 
buying decisions. Products are recognized by their 
characteristic form. 

The difference in selecting one product over another similar 
one can be influenced by packaging. 
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To be a preferred supplier of 

papersacks and polypropylene 

bags for cement industry 

combined with efficient 

manufacturing facilities and 

satisfied customers.

vision
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mission

To seek increased market share 

by anticipating emerging trends 

and introducing new products 

for meeting the demands of our 

valued customers and ensuring 

adequate return to our 

shareholders.
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We strive to improve the efficiency of our 
operations through continuous innovation. We 
intend to grow through expansion of our core 
business. It is our endeavour to create value for 
our shareholders by ensuring a maximum return 
on investment and achieve customer satisfaction 
by way of providing our clients a world class 
product.

We aim to develop the long-term sustainability 
of the organization by grooming and training 
our employees and providing a congenial work 
environment, where they are motivated to 
perform at the highest standards. We remain 
committed to the highest ethical and moral 
business values and to the true spirit of the Code 
of Corporate Governance.

strategic objectives
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Achieve excellence in business

Explore new markets and keep 
up with emerging trends

Strong commitment to quality

Professional development of 
workforce

Compliance to the practices 
of ISO 9001:2008 

core values
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Board of Directors
Mr. Mohammed Faruque Chairman
Mr. Amer Faruque Chief Executive
Mr. Iqbal Faruque Director
Mr. Mahmood Faruque Director
Mr. Akbarali Pesnani Director
Mr. Aslam Faruque Director
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Mr. Arif Faruque Director
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Executive Director & Chief Financial Officer
Mr. Yasir Masood

Executive Director & Company Secretary
Mr. Abid A. Vazir

Audit Committee
Mr. Mohammed Faruque Chairman
Mr. Iqbal Faruque Member
Mr. Aslam Faruque Member

Human Resource and Remuneration Committee
Mr. Mohammed Faruque Chairman
Mr. Amer Faruque Member
Mr. Aslam Faruque Member

Auditors
Ernst & Young Ford Rhodes Sidat Hyder
Chartered Accountants

Legal Advisor
K.M.S. Law Associates

Bankers
Allied Bank Ltd.
Bank Alfalah Ltd.
Bank Al-Habib Ltd.
Bankislami Pakistan Ltd.
Faysal Bank Ltd.
Habib Bank Ltd.
HSBC Bank Middle East Ltd.
MCB Bank Ltd.
Meezan Bank Ltd.
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NIB Bank Ltd.
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Standard Chartered Bank (Pakistan) Ltd.
United Bank Ltd.

Share Registrar
Central Depository Company 
of Pakistan Limited (CDC) 
CDC House, 99-B, Block 'B' 
S.M.C.H.S., Main Shahrah-e-Faisal 
Karachi-74400
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Plot No. 26
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Notice is hereby given that the 23rd Annual General Meeting of the Company will be 
held on Wednesday, October 31, 2012 at 11:00 a.m. at the Registered Office of the 
Company at Betani Arcade, Jamrud Road, Peshawar, to transact the following business:

ORDINARY BUSINESS

1. To receive and consider the Audited Accounts of the Company for the year ended 
June 30, 2012 and the Reports of the Directors and the Auditors thereon.

2. To approve the payment of final cash dividend @ 15% (Rs.1.50 per share) as 
recommended by the Board of Directors for the financial year ended June 30, 2012.

3. To appoint the Auditors for the year 2012/13 and to fix their remuneration.

4. To transact any other business with the permission of the Chair.

notice of 

NOTES:

1. The register of members of the Company will be closed from Wednesday, October 24, 
2012 to Wednesday, October 31, 2012 (both days inclusive) and no transfers will be 
registered during that time. Shares received in order at the office of the Registrar of the 
Company- M/s. Central Depository Company of Pakistan Limited (CDC), CDC House, 
99-B, Block ‘B’, S.M.C.H.S., Main Shahrah-e-Faisal, Karachi-74400 at the close of 
business on Tuesday, October 23, 2012 will be treated in time for the entitlement of 15% 
final cash dividend.

2. A member of the Company eligible to attend and vote at the Annual General Meeting 
may appoint another member as his/her proxy to attend and vote in his/her stead. 
Proxies to be effective must be in writing and must be received by the Company 48 hours 
before the Meeting.

3. Shareholders of the Company whose shares are registered in their account/sub-account 
with Central Depository System (CDS) are requested to bring original National Identity 
Card along with their account number in CDS and participant’s ID number for 
verification. In case of appointment of proxy by such account holders and sub-account 
holders the guidelines as contained in SECP’s circular of January 26, 2000 are to be 
followed. 

4. The shareholders of the Company are requested to immediately notify the Shares 
Registrar of the Company of any change in their addresses.

     By Order of the Board

  Abid A. Vazir
 Executive Director &
Karachi: August 13, 2012 Company Secretary
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the board of  directors

Mr. Amer Faruque is the Chief Executive 
of the Company. He is a Bachelor of 
Science (BS) graduate in Business 
Administration majoring in Management 
/ Marketing from Drake University, Des 
Moines, Iowa, USA. He serves as a 
member of Board of Directors of Faruque 
(Pvt.) Ltd and Executive Director 
Marketing of Cherat Cement Co. Ltd. 
Mr. Amer Faruque is a member of the 
Centre of International Private Enterprise 
(CIPE) and member of the Board of 
Governors of Ghulam Ishaq Khan (GIK) 
Institute of Engineering Sciences and 
Technology. He is the Honorary Consul 
of Brazil in Peshawar. 

Mr. Iqbal Faruque is a Director of the 
Company since 1991. He is a member 
of Board of Directors of Greaves 
Engineering (Pvt.) Ltd. In the past, he has 
served as Director of Cherat Cement Co. 
Ltd, Mirpurkhas Sugar Mills Ltd, Greaves 
Pakistan (Pvt.) Ltd and Faruque (Pvt.) Ltd. 

Mr. Akbarali Pesnani
 Director

Mr. Akbarali Pesnani is an MBA and a 

fellow member of both the Institute of 

Chartered Accountants and Institute of 

Cost and Management Accountants of 

Pakistan. He has served as Chairman 

Gwadar Port and Gwadar Port 

Implementation Authority from 2004 to 

2006.       Mr. Pesnani has been 

associated with the Aga Khan 

Development Network at senior level for 

over 35 years. Presently, he is the 

Chairman of First Micro Finance Bank 

Ltd and Aga Khan Cultural Service 

Pakistan and is a Director on the Board 

of  Jubilee General Insurance Co. Ltd. 

His association with the Ghulam 

Faruque Group goes back almost 31 

years. He currently serves on the Board 

of Directors of Cherat Cement Co. Ltd, 

Mirpurkhas Sugar Mills Ltd, Greaves 

Pakistan (Pvt.) Ltd and Greaves CNG 

(Pvt.) Ltd.

Mr. Mahmood Faruque
 Director

Mr. Mahmood Faruque is a Director of 

the Company. He is also the Chairman 

of Mirpurkhas Sugar Mills Ltd and a 

Director of Greaves Pakistan (Pvt.) Ltd. 

For over 45 years Mr. Mahmood 

Faruque served as a member of the 

Board of Directors of Jubilee General 

Insurance Co. Ltd. He was appointed to 

serve as a member of the Privatization 

Commission of Pakistan. 

Mr. Iqbal Faruque
 Director

Mr. Mohammed Faruque
 Chairman

Mr. Amer Faruque
 Chief Executive 

Mr. Mohammed Faruque is the 
Chairman of Cherat Packaging Ltd. He 
is also the Chairman of Cherat Cement 
Co. Ltd and Greaves Pakistan (Pvt.) Ltd 
and member of Board of Directors of 
Mirpurkhas Sugar Mills Ltd and 
Associated Constructors (Pvt.) Ltd. In the 
past, Mr. Mohammed Faruque has 
served on the Boards of prestigious 
organizations like Sui Southern Gas Co. 
Ltd and Atlas Insurance Ltd as Director.
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Mr. Aslam Faruque
 Director

Mr. Aslam Faruque is a graduate from 

the University of Pacific, Stockton, USA, 

with a major in Marketing. He is the 

Chief Executive of Mirpurkhas Sugar 

Mills Ltd and Unicol Ltd. He is on the 

Board of Directors of Greaves Pakistan 

(Pvt.) Ltd, Greaves Air-conditioning (Pvt.) 

Ltd and Zensoft (Pvt.) Ltd. In the past, he 

has served as the Chairman of Pakistan 

Sugar Mills Association-Sindh Zone and 

Director of Sui Southern Gas Company 

Ltd, State Life Insurance Corporation of 

Pakistan and Pakistan Industrial 

Development Corporation.

Mr. Shehryar Faruque is a graduate 

from Davis & Elkins College, Elkins, 

WV, USA. He is the Director Operations 

of Greaves Pakistan (Pvt.) Ltd and Chief 

Executive of Greaves CNG (Pvt.) Ltd. He 

serves on the Board of Directors of 

Faruque (Pvt.) Ltd, Greaves Engineering 

Services (Pvt.) Ltd and Zensoft (Pvt.) Ltd. 

Mr. Shehryar Faruque is also serving as 

Director of NAFA Asset Management 

Company and Summit Bank Ltd. 

Mr. Abrar Hasan is the Chief Executive 

of National Foods since 2000. He 

graduated with a BS in Industrial 

Management and a minor in Industrial 

Engineering from Purdue University, 

Indiana, USA. Mr. Hasan has used his 

proficiency in Operations Management, 

Marketing and Finance with diligence to 

make National Foods one of the largest, 

most successful and innovative food 

industries in Pakistan. He was invited to 

join the Board of Cherat Packaging Ltd 

as an Independent Director in 

September 2010. He is also a Director 

of Majaz Corporation (Pvt.) Ltd, 

Associated Textile Consultants (Pvt.) Ltd, 

Precision Rubber Products Ltd and Raj 

Masala Pty Ltd, Australia.

Mr. Shehryar Faruque
 Director

Mr. Abrar Hasan
 Director

Mr. Arif Faruque is a Swiss - qualified 

Attorney-at-Law and also holds master 

degrees in both law and business 

administration from the USA. He is the 

Chairman of Maersk Pakistan and the 

Chief Executive of Faruque (Pvt.) Ltd as 

well as Madian Hydro Power Ltd. He is 

on the Board of Directors of Cherat 

Cement Co. Ltd, Mirpurkhas Sugar Mills 

Ltd, Greaves Pakistan (Pvt.) Ltd, Zensoft 

(Pvt.) Ltd and IGI Investment Bank Ltd. 

Besides the above, he is a member of 

the Board of Governors of Lahore 

University of Management Sciences.  

Mr. Arif Faruque
 Director



The Board of Directors is pleased to present the Annual Report of the Company along 
with the audited accounts for the year ended June 30, 2012.

COMPANY OVERVIEW

Rise in cement dispatches in the country contributed to an 
increase in the sales of cement bags produced by your 
Company. During its first year of operation, the 
Polypropylene (PP) plant also operated at near full 
capacity level to produce high quality cement bags to 
augment the sales volume. Due to rise in dispatch volume, 
there was an increase in the net sales of the Company 
from same time last year. However, because of high cost 
of kraft paper and severe competition amongst cement 
bag suppliers, profitability of the Company declined from 
last year. 

During the year under review, an upward trend was 
witnessed in the international prices of kraft paper, which 
had an impact on the production costs. Devaluation of Pak 
rupee and sharp rise in transportation and other input costs 
further compounded the pressure on the production costs. 
However, through efficient inventory management and 
strong relationship with kraft paper supplier – M/s. Mondi 
Packaging, the Company was able to overcome such 
challenges. The Company also successfully launched 2ply 
80 gsm bags during the year and was able to convert a 
significant portion of the market to use of these bags. 

Cherat Packaging Limited
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FINANCIAL PERFORMANCE

On the back of rise in sales volumes of cement bags, 
the net revenue of the Company rose by 32% from last 
year, reflecting an increase of Rs.785 million. The 
increase in turnover was also on account of necessary 

adjustment in the selling price of cement bags to partly 
cover the escalation in production costs, which had 
gone up due to high cost of kraft paper  

Net Sales  3,256.88 2,471.96

Gross Profit     278.23    303.72

Net Profit       71.53    187.46

Earnings per share       4.18     10.89

2011/12 2010/11
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and increase in freight charges. With business volumes 
on the rise following the addition of new PP plant and 
increase in sale of paper bags, the Company 
continued to effectively monitor its trade debts to 
manage its working capital requirements. During the 
year under review, there was an increase in finance 
cost due to higher working capital requirements and 
acquisition of long-term loan for the PP plant. As is the 
case with all new expansion projects, there was an 
increase in the financial charges and depreciation 
expenses in the year due to capitalization of the new 
PP plant. However, this is a strategic investment, which 
will be beneficial for the Company. The financial 
charges also rose due to expiry of the mark up subsidy 
facility provided by State Bank of Pakistan till 
December 31, 2011. However, during the year, the 
Company benefited from exemption given by the 
government on income taxes for companies operating 
in the Khyber Pakhtunkhwa province. The facility 
expired on June 30, 2012. During the year under 
review, the Company recorded an after tax profit of 
Rs.71.53 million. 

POLYPROPYLENE PROJECT

During the year, your Company successfully installed 
and commissioned the Polypropylene Plant for 
producing cement bags. The polypropylene cement 
bag manufacturing plant, acquired from a leading 
European supplier namely M/s. BSW – Windmoller & 
Holscher, is the most advanced and efficient plant of its 
kind in Pakistan. It has a production capacity of 
approximately 65 million bags per annum. The quality 
of PP bags produced by the Company is being 
appreciated by all our customers and the plant is 
already operating at a near full production capacity. 
By virtue of this project, Cherat Packaging is now the 
only packaging company in Pakistan to produce and 
supply cement bags produced from kraft paper and 
polypropylene granules. The addition of the 
polypropylene plant has not only allowed the 
Company to meet the cement packaging requirements 
of its customers by providing single window operations 
but has also diversified its business operations. 

DIVIDEND

At its meeting held on August 13, 2012 the Board of 
Directors has proposed a cash dividend @ 15%             
(Rs.1.50 per share) for the year ended June 30, 2012. 
The approval of members for cash dividend will be 
obtained at the Annual General Meeting to be held on 
October 31, 2012.

CORPORATE SOCIAL RESPONSIBILTY

The Company actively participates in various social 
work initiatives as part of its corporate social 
responsibility. Being a conscientious member of the 
corporate community, the Company contributes 
generously to various social and charitable causes 
including towards health and education sectors. In this 

regard, it has worked with many reputable 
organizations and NGOs in Pakistan.

The Company also participated in the relief effort when 
the Sindh province was hit by unprecedented floods, 
which caused wide spread devastation to the lives and 
properties of the people. The employees of the 
Company also contributed their one day salary to the 
cause. The Company has always stood by the people 
of Pakistan in their hour of need and shall always 
continue to do so.

SAFETY, HEALTH AND ENVIRONMENT

Being a responsible corporate citizen, the Company 
remained committed to continuous improvement in Health 
and Safety aspects. The production facility remained fully 
compliant with industry and environmental standards along 
with safety requirements and there was no occupational 
accident to our staff. 

STATEMENT ON CORPORATE AND FINANCIAL 
REPORTING FRAMEWORK

• The financial statements prepared by the management 
of the Company present its state of affairs fairly, the 
result of its operations, cash flows and changes in 
equity.

• Proper books of account of the Company have been 
maintained.

• Appropriate accounting policies have been consistently 
applied in preparation of financial statements and 
accounting estimates are based on reasonable and 
prudent judgment.

• International Financial Reporting Standards, as 
applicable in Pakistan, have been followed in 
preparation of financial statements and any departure 
therefrom has been adequately disclosed and 
explained.

• The system of internal controls is sound in design and 
has been effectively implemented and monitored.

• There are no significant doubts upon the Company’s 
ability to continue as a going concern.

• There has been no material departure from the best 
practices of corporate governance, as detailed in the 
listing regulations.

• Key operating and financial data for last six (6) years 
in summarized form is annexed.

• The Company has been declaring regular dividends to 
its shareholders. 

• There is nothing outstanding against your Company on 
account of taxes, duties, levies and charges except for 
those which are being made in normal course of 
business.

• The Company maintains Provident and Gratuity Fund 
accounts for its employees. Stated below are the values 
of the investments of the fund as on June 30, 2012.

Cherat Packaging Limited
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• During the year, four meetings of the Board of Directors 
were convened. The attendance record of each director 
is as follows:

 

 Mr. Mohammed Faruque   3  

 Mr. Iqbal Faruque   2

 Mr. Mahmood Faruque  1

 Mr. Akbarali Pesnani  4

 Mr. Aslam Faruque   2

 Mr. Shehryar Faruque  3

 Mr. Amer Faruque   4

 Mr. Arif Faruque  3

 Mr. Abrar Hasan   4

• During the year, four meetings of the Audit Committee 
were convened. The attendance record of each 
member is as follows:

 

 Mr. Mohammed Faruque   4  

 Mr. Iqbal Faruque   3  

 Mr. Aslam Faruque   3

• Pattern of shareholding is annexed with the report.

• No trading in the shares of the Company was made by 
the Chief Executive, Directors, Chief Financial Officer 
and Company Secretary and their spouses and minor 
children during the year except for 21,892 shares 
purchased by Mr. Arif Faruque and sale of 10,000 
shares by Mr. Akbarali Pesnani. 

• Earnings per share (EPS) during the year was Rs.4.18 
compared to Rs.10.89 last year. 

CONTRIBUTION TO NATIONAL EXCHEQUER

The Company contributed almost Rs.900 million to the 
Government treasury in shape of taxes, excise duty, 
income tax and sales tax.

FUTURE PROSPECTS

There has been a growth in the domestic demand for 
cement, driven mainly by private sector consumption. 
This has had a positive impact on the sales of the 
Company. It is expected that this development pattern 
shall continue, which would help further boost the 
cement demand and consequently increase the sale of 
cement bags. Sustained rise in export of cement shall 
also benefit the Company as it is well positioned to 
meet the requirements for both paper and PP bags. The 
installation of new PP plant shall help boost the sales of 
the Company and contribute to its profitability. It will 
also consolidate the position of the Company as the 
market leader in providing quality packaging solutions 
to cement manufacturers. However, rise in cost of input 
items like kraft paper, energy cost and depreciation of 
Pak rupee vis-à-vis US dollar has put pressure of 
production costs. In order to effectively face such 
challenges, the Company is making concerted efforts to 
not only improve its costs and operational efficiencies, 
which can be seen by successful launch of 2ply 80gsm 
bags but also optimize the utilization of its available 
resources. The Company is looking at producing PP 
bags for use in other products also. 

We take this opportunity to request the government to 
further extend the period for providing special relief in 
mark up and income tax to the companies operating in 
the affected areas of Khyber Pakhtunkhwa province to 
allow the local industry to recover.

AUDITORS

The present auditors M/s. Ernst & Young Ford Rhodes 
Sidat Hyder, Chartered Accountants, retire and being 
eligible, offer themselves for reappointment.

ACKNOWLEDGMENT

The management of the Company would like to express 
its gratitude to all the financial institutions, individuals, 
staff members, suppliers and shareholders who have 
been associated with the Company for their continued 
support and cooperation. The management would like 
to particularly thank its supplier of kraft paper – M/s. 
Mondi Packaging for their understanding and 
continuing support. 

 Provident Fund Rs. 40,127,337

 Gratuity Fund Rs. 16,838,575

Karachi: August 13, 2012
Mohammed Faruque

Chairman

On behalf of the Board of Directors
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This statement is being presented to comply with the Code of Corporate Governance contained in 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 Code of Corporate Governance 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:

The independent director meets the criteria of independence under clause i (b) of the Code of Corporate Governance.

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. All the 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 on the Board during the year.

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.

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 atleast once every quarter. Written notices of the board meetings, along 
with agenda and working papers, were circulated atleast seven days before the meetings. The minutes of the 
meetings were appropriately recorded and circulated.

9. The Directors of Cherat Packaging Ltd. are professionally qualified and experienced persons and are well aware 
of their duties and their responsibilities. Further, an orientation course for Directors was arranged by the Company 
to apprise Directors of their duties and responsibilities. A Director of the company is also certified under the Board 
Development Series Program offered by Pakistan Institute of Corporate Governance (PICG).

10. The board has approved appointment of CFO, Company Secretary and Head of Internal Audit, including their 
remuneration and terms and conditions of employment.

11. The Directors’ report for this year has been prepared in compliance with the requirements of the Code of 
Corporate Governance and fully describes the salient matters required to be disclosed.

Category Names

Independent Director Mr. Abrar Hasan

Executive Director Mr. Amer Faruque
 Mr. Iqbal Faruque 

Non-Executive Directors Mr. Mohammed Faruque
 Mr. Mahmood Faruque
 Mr. Akbarali Pesnani
 Mr. Aslam Faruque
 Mr. Shehryar Faruque 
 Mr. Arif Faruque

statement of compliance
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12. The financial statements of the Company were duly endorsed by CEO and CFO before approval of the board.

13. 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.

14. The Company has complied with all the corporate and financial reporting requirements of the Code of Corporate 
Governance.

15. The board has formed an Audit Committee. It comprises of three members of whom two are Non-Executive 
Directors.

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 a Human Resource and Remuneration Committee. It comprises three members of whom two 
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.

19. The statutory auditors of the Company have confirmed that they have been given a satisfactory rating under the 
quality control review programme 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 exchange(s).

22. Material/price sensitive information has been disseminated among all market participants at once through stock 
exchange(s).

23. The Related Party transactions have been placed before the Audit Committee and approved by the Board of 
Directors alongwith pricing methods for such transactions.

24. We confirm that all other material principles enshrined in the Code of Corporate Governance have been complied 
with.

Karachi: August 13, 2012

The Company has fully complied with the best practices of Transfer Pricing as contained in the Listing Regulations of the 
Stock Exchanges.

Karachi: August 13, 2012

On behalf of the Board of Directors

Mohammed Faruque

Chairman

with the best practices 
of transfer pricingstatement of compliance
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on statement of compliance with 
the code of corporate governance

review report  to the members

We have reviewed the Statement of Compliance (the Statement) with the best practices contained in the Code of 
Corporate Governance (the Code) for the year ended 30 June 2012, prepared by the Board of Directors of                          
Cherat Packaging Limited  (the Company) to comply with the Regulations of the respective 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 reflects the status of 
the Company’s compliance with the provisions of the Code and report if it does not. A review is limited primarily to 
inquiries of the Company personnel and review of various documents prepared by the Company to comply with the 
Code.

As part of our audit of 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 have not carried out any 
special review of the internal control systems to enable us to express an opinion as to whether the Board’s statement 
on internal control covers all controls and the effectiveness of such internal controls.

Further, Listing Regulations of Karachi and Lahore Stock Exchanges requires the Company to place before the Board 
of Directors for their consideration and approval, 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, recording proper justification for using such alternate pricing mechanism. Further, all such 
transactions are also required to be separately placed before the Audit Committee. We are only required and have 
ensured compliance of requirement to the extent of approval of related party transactions by the Board of Directors 
and placement of such transactions before 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 does not 
appropriately reflect the Company’s compliance, in all material respects, with the best practices contained in the Code 
for the year ended 30 June 2012.

Chartered Accountants
Karachi: August 13, 2012
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code of  conduct

The business policy of the Company is based on the principles of honesty, integrity and 
professionalism at every stage.

Product Quality

Regularly update ourselves with technological advancements and emerging trends to produce bags / sacks under 

highest standards and maintain all relevant technical and professional standards.

Dealing with Employees

Provide congenial work atmosphere where all employees are treated with respect and dignity. Recognize and reward 

employees based on their performance and their ability to meet goals and objectives.

Responsibility to Interested Parties

To be objective, fair and transparent in our dealings with people who have reposed their confidence in us.

Financial Reporting & Internal Controls

To implement an effective and transparent system of financial reporting and internal controls to safeguard the interest 

of our shareholders and fulfill the regulatory requirements.

Procurement of Goods & Services

Only purchase goods and services that are tailored to our requirement and are priced appropriately. Before taking 

decision about procurement of any goods or services, obtain quotations from various sources.

Conflict of Interest

All the acts and decisions of the management be motivated by the interest of the Company and activities and 

involvements of the directors and employees in no way conflict with the interest of the Company.

Adherence to Laws of the Land

To fulfill all statutory requirements of the Government and its regulatory bodies and follow relevant and applicable 

laws of the country.

We recognize the need for working with optimum efficiency to attain desired levels of performance. We endeavor to 

conduct our business with honesty and integrity, and to produce and supply bags / sacks with care and competence 

so that customers receive the quality they truly deserve.

Annual Report 2012
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Material and Services  78%

Wealth and its distribution
during 2011-12
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2012 2011

(Bags in million)

2010 2009 2008 2007 2006

Production  174.80   129.44   121.24   122.44  140.48 114.99 92.15

Dispatches  170.47   128.57   122.82   122.40  140.58 114.27 90.52

       

       

ASSETS EMPLOYED

Fixed Assets - Tangible  943,213   453,600   369,619   393,807   196,061   152,484   165,461 

Fixed Assets - Intangible  7,523   6,375   5,143   541   -       -       -     

Long-term Investments, 
   Loans and Deposits  112,318   48,580   3,344   4,168   51,775   51,271   45,348 

Current Assets  1,369,884   1,281,665   742,856   1,117,554   1,293,114   666,526   488,588 

       

TOTAL ASSETS EMPLOYED  2,432,938   1,790,220   1,120,962   1,516,070   1,540,950   870,281   699,397 

       

EQUITY AND LIABILITIES       

Shareholders' Equity  911,129   878,067   473,641   378,276   427,502   374,593   303,835 

Long-term Liabilities  418,750   56,250   93,750   131,250   25,000   50,000   75,000 

Deferred Liabilities  -       -       1,818   12,632   35,772   26,449   3,753 

Current Liabilities  1,103,059   855,903   551,753   993,912   1,052,676   419,239   316,809 

       

TOTAL FUND INVESTED  2,432,938   1,790,220   1,120,962   1,516,070   1,540,950   870,281   699,397 

         

TURNOVER & PROFIT       

Turnover (net)  3,256,878   2,471,964   1,985,235   2,060,614   1,851,416   1,175,404   795,584 

Operating Profit  208,144   237,032   192,315   118,397   152,817   144,015   25,113 

Profit Before Taxation  53,491   165,811   95,442   (58,351)  104,426   116,207   9,910 

Profit After Taxation  71,531   187,455   96,319   (35,211)  71,166   79,576   8,306 

Cash Dividend  25,818   43,031  18,360   -       11,016   11,750   8,813 

Issue of Bonus Shares  -       -       22,950   -       18,360   14,688   -     

(Rupees ‘000’)

Cherat Packaging Limited
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2012 2011
 Profitiblility  

 1 Gross Profit (percentage)  8.54   12.29 

 2 Operating Profit (percentage)  6.39   9.59 

 3 Profit Before Tax (percentage)  1.64   6.71 

 4 Profit After Tax (percentage)  2.20   7.58 

 5 Profit to Average Shareholders’ Equity (percentage)  8.00   27.74 

 6 Earnings per Share - Before Tax   3.11   9.63 

 7 Earnings per Share - After Tax   4.16   10.89 

 8 Profit to Total Assets (Average after tax) (percentage)  5.32   7.93 

 9 Increase in Sales (Net percentage)  31.75   24.52 

 10 Raw Material % of Net Sales  87.09   83.50 

 11 Labour % of Net Sales  2.44   2.01 

 12 Other Cost of Sales Expenses % of Net Sales  1.93   2.20 

 13 Raw Material % of Cost of Sales  95.23   95.19 

 14 Administrative Expenses % of Net Sales  0.77   0.86 

 15 Distribution Cost  % of Net Sales  1.21   1.20 

 16 Tax % of Net Sales  (0.55)  (0.88)

 17 Finance Cost % of Net Sales  4.75   2.88 

   

 Short Term Solvency  

 1 Working Capital Ratio  1.24   1.50 

 2 Acid Test Ratio  0.54   0.47 

 3 Working Capital Turnover (Net Sales) times  12.21   5.81 

 4 Inventory Turnover - Times  3.61   3.43 

    

 Overall Valuation and Assessment  

 1 Number of Times Interest Covered  1.35   3.33 

 2 Return on Equity After Tax (Average in percentage)  8.00   27.74 

 3 Book Value per Share  52.93   51.01 

 4 Long-term Debts to Capital Employed Ratio (percentage)  33.37   9.65 

ratio  analysis
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W e ha ve a udited the a nnexed ba la nce sheet of Che rat Packag ing  Limite d (the Compa ny) a s a t 30 June  2012  a nd the

rela ted profit a nd loss a ccount, sta tement of comprehensive income, ca sh flow sta tement a nd sta tement of cha nges in equity

together with the notes forming pa rt thereof, for the yea r then ended and we sta te tha t we ha ve obta ined a ll the informa tion

a nd expla na tions which, to the best of our knowledge a nd belief, were necessa ry for the purposes of our a udit.

It is the responsibility of the Compa ny’s ma na gement to esta blish a nd ma inta in a  system of interna l control, a nd prepa re

a nd present the a bove sa id sta tements in conformity with the a pproved a ccounting sta nda rds a nd the requirements of the

Compa nies O rdina nce, 1984 . O ur responsibility is to express a n opinion on these sta tements ba sed on our a udit.

We conducted our a udit in a ccorda nce with the a uditing sta nda rds a s a pplica ble in Pa kista n. These sta nda rds require tha t

we pla n a nd perform the a udit to obta in rea sona ble a ssura nce a bout whether the a bove sa id sta tements a re free of a ny

ma teria l missta tement. An a udit includes exa mining on a  test ba sis, evidence supporting the a mounts a nd disclosures in

the a bove sa id sta tements. An a udit a lso includes a ssessing the a ccounting policies a nd significa nt estima tes ma de by

management, a s well a s, eva lua ting the overa ll presenta tion of the above sa id sta tements. We believe tha t our audit provides

a  rea sona ble ba sis for our opinion a nd, a fter due verifica tion, we report tha t:

a ) in our opinion, proper books of a ccount ha ve been kept by the Compa ny a s required by the Compa nies O rdina nce,

1984;

b) in our opinion:

i) the ba la nce sheet a nd profit a nd loss a ccount together with the notes thereon ha ve been dra wn up in conformity

with the  Compa nies O rdina nce , 19 84 , a nd a re  in a greement with the  books of a ccount a nd a re  further in

accordance with accounting policies consistently applied, except for the change a s sta ted in note 2 .3  to the financia l

sta tements, with which we concur;

ii) the expenditure incurred during the yea r wa s for the purpose of the Compa ny’s business; a nd

iii) the business conducted, investments ma de a nd the expenditure incurred during the yea r were in a ccorda nce with

the objects of the Compa ny;

c) in our opinion a nd to the best of our informa tion a nd a ccording to the expla na tions given to us, the ba la nce sheet,

profit a nd loss a ccount, sta tement of comprehensive income, ca sh flow sta tement a nd sta tement of cha nges in equity

together with the notes forming pa rt thereof, conform with a pproved a ccounting sta nda rds a s a pplica ble in Pa kista n,

a nd give the informa tion required by the Compa nies O rdina nce, 1984 , in the ma nner so required a nd respectively

give a  true a nd fa ir view of the sta te of the Compa ny’s a ffa irs a s a t 30 June  2012  a nd of the profit, its comprehensive

income, its ca sh flows a nd cha nges in equity for the yea r then ended; a nd

d) in our opinion, Za ka t deductible a t source under the Za ka t a nd Ushr O rdina nce, 1980  (XVIII of 1980), wa s deducted

by the Compa ny a nd deposited in the Centra l Za ka t Fund esta blished under Section 7  of tha t O rdina nce.

Ernst & Young Ford Rhodes Sida t Hyder

Cha rtered Accounta nts

Progressive Pla za , Bea umont Roa d

P.O .Box 15541 , Ka ra chi 75530 , Pa kista n

Tel: +9221  35650007

Fa x: +9221  35681965

www.ey.com

Charte re d Accountants

Audit Engage me nt Partne r: Ria z A. Rehma n Cha mdia

KARACHI: August 13 , 2012
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AMER FARUQUE
Chief Executive

IQBAL FARUQUE
Director

ASSETS

NON-CURRENT ASSETS

Fixed a ssets

Property, pla nt a nd equipment 4 943 ,213 453 ,600

Inta ngible a sset 5 7 ,523 6 ,375

950 ,736 459 ,975

Long-term investment 6 6 ,553 1 ,991

Long-term loa ns 7 348 550

Long-term deposits 8 ,833 176

Deferred ta xa tion 8 96 ,584 45 ,863

1 ,063 ,054 508 ,555

CURRENT ASSETS

Stores, spa re pa rts a nd loose tools 9 32 ,277 12 ,882

Stock-in-tra de 10 771 ,357 878 ,155

Tra de debts 11 430 ,164 268 ,224

Loa ns a nd a dva nces 12 1 ,376 4 ,749

 Tra de deposits a nd short-term prepa yments 13 4 ,303 3 ,337

O ther receiva bles 14 58 ,646 52 ,893

 Ta xa tion - net 29 40 ,314 52 ,655

Ca sh a nd ba nk ba la nces 15 31 ,447 8 ,770

1 ,369 ,884 1 ,281 ,665

TOTAL ASSETS 2 ,432 ,938 1 ,790 ,220

EQUITY AND LIABILITIES

SHARE CAPITAL AND RESERVES

Sha re ca pita l 16 172 ,125 172 ,125

Reserves 17 739 ,004 705 ,942

911 ,129 878 ,067

NON-CURRENT LIABILITIES

Long-term fina ncings 18 418 ,750 56 ,250

CURRENT LIABILITIES

Tra de a nd other pa ya bles 19 95 ,167 115 ,785

Accrued ma rk-up 53 ,974 33 ,967

Short-term borrowings 20 916 ,418 668 ,651

Current ma turity of long-term fina ncing 18 37 ,500 37 ,500

1 ,103 ,059 855 ,903

CONTINGENCIES AND COMMITMENTS 21

TOTAL EQUITY AND LIABILITIES 2 ,432 ,938 1 ,790 ,220

The a nnexed notes from 1  to 38  form a n integra l pa rt of these fina ncia l sta tements.

2012 2011

(Rupe e s ‘000)

Note
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AMER FARUQUE
Chief Executive

IQBAL FARUQUE
Director

Turnove r - ne t 22 3 ,256 ,878  2 ,471 ,964

Cost of sa les 23 (2 ,978 ,650) (2 ,168 ,243)

Gross profit 278 ,228  303 ,721

Distribution costs 24 (39 ,401) (29 ,639)

Administra tive expenses 25 (24 ,959) (21 ,181)

O ther opera ting expenses 26 (9 ,984) (18 ,833)

(74 ,344) (69 ,653)

O ther opera ting income 27 4 ,260  2 ,964

Ope rating  profit 208 ,144  237 ,032

Fina nce costs 28 (154 ,653) (71 ,221)

Profit be fore  tax ation 53 ,491 165 ,811

Tax ation

Current (32 ,681) (26 ,037)

Deferred 50 ,721 47 ,681

29 18 ,040  21 ,644

Profit for the  ye ar 71 ,531 187 ,455

        Resta ted

Earnings pe r share  - basic and dilute d 30             Rs. 4 .16 Rs. 10 .89

The a nnexed notes from 1  to 38  form a n integra l pa rt of these fina ncia l sta tements.

2012 2011Note

(Rupe e s  ‘000)
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AMER FARUQUE
Chief Executive

IQBAL FARUQUE
Director

Profit for the  ye ar 71 ,531 187 ,455

Othe r compre he nsive  income

Unrea lized ga in /  (loss) on a va ila ble-for-sa le

     securities 4 ,562 (49)

Tota l compre he nsive  income  for the  ye ar 76 ,093 187 ,406  

The a nnexed notes from 1  to 38  form a n integra l pa rt of these fina ncia l sta tements.

2012 2011

(Rupe e s ‘000)
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AMER FARUQUE
Chief Executive

IQBAL FARUQUE
Director

CASH FLOWS FROM OPERATING ACTIVITIES

Profit be fore  tax ation 53 ,491  165 ,811  

Adjustme nts for:
Deprecia tion 4 .1 .3 52 ,152  31 ,908  

Amortiza tion 5 .1 784  630  

Ga in on disposa l of opera ting property, pla nt a nd equipment 27 (1 ,033) (12)

Excha nge loss 26 5 ,007  6 ,050  

Fina nce costs 28 154 ,653  71 ,221  

211 ,563  109 ,797  

265 ,054  275 ,608  

Incre ase  in curre nt asse ts:
     Stores, spa re pa rts a nd loose tools (19 ,395) 190  

     Stock-in-tra de 106 ,798  (492 ,020)

     Tra de debts (161 ,940) (38 ,916)

    Loa ns a nd a dva nces 3 ,373  (3 ,731)

     Tra de deposits a nd short-term prepa yments (966) (893)

     O ther receiva bles (5 ,753) (28 ,297)

(77 ,883) (563 ,667)

(De cre ase ) /  incre ase  in curre nt liabilitie s:
     Tra de a nd other pa ya bles (20 ,849) 935

Ca sh genera ted from /  (used in) opera tions 166 ,322  (287 ,124)

Net income ta x (pa id) /  refunded (20 ,340) 327  

Ne t cash ge ne rate d from /  (use d in) ope rating  activitie s 145 ,982  (286 ,797)

CASH FLOWS FROM INVESTING ACTIVITIES
     Additions to opera ting property, pla nt a nd equipment 4 .1 .1 (644 ,024) (12 ,290)

     Ca pita l work in progress 101 ,466  (103 ,812)

     Proceeds from sa le of opera ting property, pla nt a nd equipment 1 ,826  225  

    Inta ngible a sset a cquired 5 (1 ,932) (1 ,862)

    Long-term loa ns 202  578  

    Long-term deposits (8 ,657) -    

Ne t cash use d in inve sting  activitie s (551 ,119) (117 ,161)

CASH FLOWS FROM FINANCING ACTIVITIES
     Long-term fina ncing obta ined /  (repa id) 362 ,500  (37 ,500)

Dividend pa id (42 ,800) (18 ,125)

Sha res issued a t premium -    235 ,380  

     Short-term borrowings 247 ,767  287 ,956  

     Fina nce costs pa id (139 ,653) (62 ,247)

Ne t cash ge ne rate d from financing  activitie s 427 ,814  405 ,464  

Ne t incre ase  in cash and cash e quiva le nts 22 ,677  1 ,506  

Cash and cash e quiva le nts a t the  be g inning  o f the  ye ar 8 ,770  7 ,264  

Cash and cash e quiva le nts a t the  e nd o f the  ye ar 15 31 ,447  8 ,770  

The a nnexed notes from 1  to 38  form a n integra l pa rt of these fina ncia l sta tements.

2012 2011

(Rupe e s ‘000)

Note
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ISSUED,
SUBSCRIBED
AND PAID-
UP CAPITAL

CAPITAL
RESERVE

Sha re
Premium

Genera l
Reserve

Unrea lized

(loss) /  ga in

on a va ila ble-

for-sa le

securities

Una ppro-
pria ted
profit

Sub-tota l

Tota l
reserves

TO TAL

(Rupe e s ‘000)

REVENUE RESERVES

Balance  as a t July  01, 2010 91 ,800 6 ,800  180 ,000 197 ,098  377 ,098  (2 ,057) 381 ,841  473 ,641

Ca sh dividend for the yea r ended

  June 30 , 2010  @ Rs. 2 / -

 per sha re -    -    -    (18 ,360) (18 ,360) -    (18 ,360) (18 ,360)

Issue of bonus sha res in the ra tio

of 1  : 4 22 ,950 -    -    (22 ,950) (22 ,950) -    (22 ,950) -

Issue of right sha res 57 ,375 183 ,600  -    -    -    -    183 ,600  240 ,975

Right sha res issue expenses -    (5 ,595) -    -    -    -    (5 ,595) (5 ,595)

Profit for the yea r -    -    -    187 ,455  187 ,455  -    187 ,455  187 ,455

O ther comprehensive income -    -    -    -    -    (49) (49) (49)

Tota l comprehensive income -    -    -    187 ,455  187 ,455  (49) 187 ,406  187 ,406

Balance  as a t June  30, 2011 172 ,125 184 ,805  180 ,000 343 ,243  523 ,243  (2 ,106) 705 ,942  878 ,067

Balance  as a t July  01, 2011 172 ,125 184 ,805  180 ,000 343 ,243  523 ,243  (2 ,106) 705 ,942  878 ,067

Ca sh dividend for the yea r ended

June 30 , 2011  @

  Rs. 2 .5 / - per sha re -    -    -     (43 ,031) (43 ,031) -       (43 ,031) (43 ,031)

Profit for the yea r -    -    -    71 ,531  71 ,531  -    71 ,531  71 ,531

O ther comprehensive income -    -    -    -    -    4 ,562  4 ,562  4 ,562

Tota l comprehensive income -    -    -    71 ,531  71 ,531  4 ,562  76 ,093  76 ,093

Balance  as a t June  30, 2012 172 ,125 184 ,805  180 ,000 371 ,743  551 ,743  2 ,456  739 ,004  911 ,129

The a nnexed notes from 1  to 38  form a n integra l pa rt of these fina ncia l sta tements.

AMER FARUQUE
Chief Executive

IQBAL FARUQUE
Director

RESERVES
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1. THE COMPANY AND ITS OPERATIONS

Chera t Pa cka ging Limited (the Compa ny) wa s incorpora ted in Pa kista n a s a  public compa ny limited by

sha res in the yea r 1989 . Its ma in business a ctivity is ma nufa cturing, ma rketing a nd sa le of pa per sa cks a nd

polypropylene ba gs. The Compa ny is listed on Ka ra chi a nd La hore Stock Excha nges. During the yea r, the

Compa ny ha s sta rted polypropylene ba gs ma nufa cturing line.

The registered office  of the  Compa ny is situa ted a t 1 st Floor, Beta ni Arca de, Ja mrud Roa d, Pesha wa r,

Pa kista n.

2. BASIS OF PREPARATION

2.1 Sta te me nt o f compliance

These fina ncia l sta tements ha ve been prepa red in a ccorda nce with a pproved a ccounting sta nda rds a s

a pplica ble in Pa kista n. Approved a ccounting sta nda rds comprise of such Interna tiona l Fina ncia l Reporting

Sta nda rds (IFRS) issued by the Interna tiona l Accounting Sta nda rds Boa rd (IASB) a s a re notified under the

Compa nies O rdina nce, 1984 , provisions of a nd directives issued under the Compa nies O rdina nce, 1984 .

In ca se requirements differ, the provisions or directives of the Compa nies O rdina nce, 1984  sha ll preva il.

2.2 Accounting  conve ntion

These financia l sta tements have been prepa red on the basis of historica l cost convention except for ava ilable-

for-sa le securities tha t ha ve been mea sured a t fa ir va lue in a ccorda nce with IAS 39 ; Fina ncia l Instruments:

Recognition a nd Mea surement.

2.3 Ne w  and ame nde d standards and inte rpre ta tions

The a ccounting policies a dopted in the prepa ra tion of these fina ncia l sta tements a re consistent with those

of the previous fina ncia l yea r except a s describe below:

The Compa ny ha s a dopted the following new a nd a mended IFRS a nd IFRIC interpreta tions which beca me

effective during the yea r:

IFRS 7  - Fina ncia l Instruments: Disclosures (Amendment)

IAS 24  - Rela ted Pa rty Disclosures (Revised)

IFRIC 14  - Prepa yments of a  Minimum Funding Requirement (Amendment)

  Issued in Ma y 2010

IFRS 7  - Fina ncia l Instruments: Disclosures - Cla rifica tion of disclosures

IAS 1  - Presenta tion of Fina ncia l Sta tements - Cla rifica tion of sta tement of cha nges in equity

IAS 34  - Interim Fina ncia l Reporting - Significa nt events a nd tra nsa ctions

IFRIC 13  - Customer Loya lty Progra mmes - Fa ir va lue of a wa rd credits

The a doption of the a bove sta nda rds, a mendments, interpreta tions a nd improvements did not ha ve a ny

ma teria l effect on the fina ncia l sta tements.

4 0

n o t es  t o  t h e   f in a n c ia l  s t a t em en t s
for the yea r ended June 30 , 2012



Standards
IASB Effe ctive  date  (annua l

pe riods be g inning  on or a fte r)

Standards or inte rpre ta tion

2.4 Standards, inte rpre ta tions and ame ndme nts to  approve d accounting  standards that are  not ye t

e ffe ctive

The following revised sta nda rds, a mendments a nd interpreta tions with respect to the a pproved a ccounting

standa rds a s applicable in Pakistan would be effective from the da tes mentioned below aga inst the respective

sta nda rd or interpreta tion:

IFRS 7 - Fina ncia l Instruments : Disclosures - Amendments

   enha ncing disclosures a bout offsetting of fina ncia l

   a ssets a nd fina ncia l lia bilities 01  Ja nua ry 2013

IAS 1 - Presenta tion of Fina ncia l Sta tements - Presenta tion of

   items of comprehensive income 01  July 2012

IAS 12 - Income Ta xes (Amendment) - Recovery of

   Underlying Assets 01  Ja nua ry 2012

IAS 19 - Employee Benefits -(Amendment) 01  Ja nua ry 2013

IAS 32 - O ffsetting Fina ncia l Assets a nd Fina ncia l lia bilities - 

   (Amendment) 01  Ja nua ry 2014

IFRIC 20 - Stripping Costs in the Production Pha se of a

   Surfa ce Mine 01  Ja nua ry 2013

The Compa ny expects tha t the a doption of the a bove revisions, a mendments a nd interpreta tions of the

sta nda rds will not a ffect the Compa ny's fina ncia l sta tements in the period of initia l a pplica tion except for

the following:

- IAS1 9  - Employee Benefits (Revised) requires a ctua ria l ga ins a nd losses to be  recognized in other

comprehensive income a s they occur. Further, a mounts recorded in profit a nd loss a ccount a re limited

to current a nd pa st service  costs, ga ins or losses on se ttlements a nd net interest income (expense).

Furthermore, a ll other charges in the net defined benefit asset (liability) a re recognized in other comprehensive

income with no subsequent recycling to profit a nd loss a ccount.

In a ddition to the a bove, the following new sta nda rds ha ve been issued by IASB which a re yet to be notified

by the SECP for the purpose of a pplica bility in Pa kista n.

IFRS 9 - Fina ncia l Instruments: Cla ssifica tion a nd Mea surement 01  Ja nua ry 2015

IFRS 10 - Consolida ted Fina ncia l Sta tements 01  Ja nua ry 2013

IFRS 11  - Joint Arra ngements 01  Ja nua ry 2013

IFRS 12  - Disclosure of Interests in O ther Entities 01  Ja nua ry 2013

IFRS 13  - Fa ir Va lue Mea surement 01  Ja nua ry 2013
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2.5        Significant accounting  judgme nts, e stimate s and assumptions

The prepa ra tion of the Compa ny's fina ncia l sta tements requires ma na gement to ma ke judgments, estima tes

a nd a ssumptions tha t a ffect the reported a mounts of revenues, expenses, a ssets a nd lia bilities, a nd the

disclosure of contingent lia bilities, a t the end of the reporting period. However, uncerta inty a bout these

assumptions and estima tes could result in outcomes tha t require a  ma teria l adjustment to the ca rrying amount

of the a sset or lia bility a ffected in future periods.

In the process of a pplying the a ccounting policies, ma na gement ha s ma de the following estima tes a nd

judgments which a re significa nt to the fina ncia l sta tements:

2.5.1 Sta ff re tire me nt be ne fits

Certa in a ctua ria l a ssumptions ha ve been a dopted a s disclosed in note 19 .1  to the fina ncia l sta tements for

va lua tion of present va lue of defined benefit obliga tions a nd fa ir va lue of pla n a ssets. Any cha nge in these

a ssumptions in future yea rs might a ffect ga ins a nd losses in those yea rs. The a ctua ria l va lua tion involves

ma king a ssumptions a bout discount ra te , expected ra te  of return on a ssets, future sa la ry increa ses a nd

morta lity ra tes.

2.5.2 Prope rty , plant and e quipme nt and intang ible  asse t

The Compa ny reviews a ppropria teness of the ra te of deprecia tion, useful life a nd residua l va lue used in the

ca lcula tion of deprecia tion. Further, where a pplica ble, a n estima te of the recovera ble a mount of a sset is

made for possible impa irment on an annua l basis. In making these estima tes, the Company uses the technica l

resources a va ila ble with the Compa ny. Any cha nge in the estima tes in the future might a ffect the ca rrying

a mount of respective item of opera ting property, pla nt a nd equipment, with corresponding effects on the

deprecia tion cha rge a nd impa irment.

2.5.3     Tax ation

Curre nt

In ma king the estima te for income ta x pa ya ble, the Compa ny ta kes into a ccount the a pplica ble ta x la ws

a nd the decision by a ppella te a uthorities on certa in issues in the pa st. Insta nce where the Compa ny's view

differs from the view ta ken by the income ta x depa rtment a t the a ssessment sta ge a nd where the Compa ny

considers tha t its view on items of ma teria l na ture is in a ccorda nce with la w, the a mounts a re shown a s

contingency.

De fe rre d tax

Deferred ta x a ssets a re recognized for a ll deductible tempora ry differences, unused ta x losses a nd unused

ta x credits to the extent tha t it is proba ble tha t future ta xa ble profits will be a va ila ble a ga inst which these

ca n be utilised.

2.5.4 Stock-in-trade , store s, spare  parts and loose  too ls

The Compa ny reviews the net rea liza ble va lue (NRV) of stock-in-tra de, stores a nd spa re pa rts a nd loose

tools to a ssess a ny diminution in the respective ca rrying va lues. NRV is estima ted with reference to the

estima ted selling price in the ordina ry course of business less the estima ted costs of completion and estima ted

costs necessa ry to ma ke the sa le.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

3.1 Prope rty , plant and e quipme nt

Ow ne d asse ts

Property, pla nt a nd equipment except lea sehold la nd a nd ca pita l work-in-progress a re sta ted a t cost less

a ccumula ted deprecia tion a nd impa irment loss, if a ny. Lea sehold la nd a nd ca pita l work-in-progress a re

sta ted a t cost. Deprecia tion is cha rged to income applying the reducing ba lance method except for computers,

which a re deprecia ted by using the stra ight-line method, a t the ra tes mentioned in note 4 .1 .1  to the financia l

sta tements.
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Ma intena nce a nd repa irs a re cha rged to income a s a nd when incurred. Ma jor renewa ls a nd improvements

which increa se the a sset's rema ining useful economic life or the performa nce beyond the current estima ted

levels a re ca pita lized a nd the a ssets so repla ced, if a ny, a re retired.

Ga ins or losses on disposa l of opera ting property, pla nt a nd equipment, if a ny, a re recognized in the profit

a nd loss a ccount.

The ca rrying va lues of property, pla nt a nd equipment a re reviewed for impa irment when events or cha nges

in circumstances indica te tha t the ca rrying va lues may not be recoverable. If such indica tions exist and where

the ca rrying va lues exceed the estima ted recoverable amounts, the a ssets a re written down to the recoverable

a mounts.

Deprecia tion is cha rged from the month of the yea r in which a ddition /  ca pita liza tion occurs while  no

deprecia tion is cha rged in the month in which a n a sset is disposed off.

3.2 Intangible  asse ts

An inta ngible a sset is recognized if it is proba ble tha t the future economic benefits tha t a re a ttributa ble to

the a sset will flow to the enterprise a nd the cost of such a ssets ca n a lso be mea sured relia bly.

Computer softwa re a nd implementa tion costs tha t a re directly a ssocia ted with the computer a nd computer

controlled ma chines which ca nnot opera te without the rela ted specific softwa re, a re included in the cost of

respective a ssets. Softwa re which is not a n integra l pa rt of the rela ted ha rdwa re is cla ssified a s inta ngible

a sset.

Inta ngible a ssets a re sta ted a t cost less a ccumula ted a mortiza tion a nd impa irment loss, if a ny. Inta ngible

a ssets a re a mortized on stra ight line method when a ssets a re a va ila ble for use. Amortiza tion is cha rged

from the month of the yea r in which a ddition /  ca pita liza tion occurs while no a mortiza tion is cha rged in

the month in which a n a sset is disposed off.

3.3 Inve stme nts

Ava ilable -for-sa le  se curitie s

These a re non-deriva tive fina ncia l a ssets which a re intended to be held for a n indefinite  period but ma y

be sold in response to the need for liquidity or cha nges in interest ra tes.

These investments a re  initia lly mea sured a t fa ir va lue plus tra nsa ction costs. After initia l mea surement,

ava ilable-for-sa le financia l securities a re subsequently measured a t fa ir va lue with unrea lized ga ins or losses

recognized as other comprehensive income in the ava ilable-for-sa le reserve until the investment is derecognized,

a t which time the cumula tive ga in or loss is recognized in other opera ting income, a nd removed from the

a va ila ble-for-sa le reserve.

The fa ir va lue of investments tha t a re actively traded in organized financia l markets is determined by reference

to quoted ma rket bid prices a t the close of business on the ba la nce sheet da te.

3.4 Store s, spare  parts and loose  too ls

These a re va lued a t lower of cost a nd NRV. Cost is determined on weighted a vera ge ba sis less provision

for obsolete a nd slow moving items except for items in tra nsit which a re sta ted a t invoice va lue plus other

cha rges incurred thereon.

The Compa ny reviews the ca rrying a mount of stores, spa re pa rts a nd loose tools on a n a nnua l ba sis a nd

provision is ma de for obsolescence.

Net rea liza ble va lue represents estima ted selling prices in the ordina ry course of business less the estima ted

cost of completion a nd the estima ted cost necessa ry to ma ke the sa le.
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3.5 Stock-in-trade

3.5.1 Raw  mate ria ls

Ra w ma teria ls a re va lued a t the lower of weighted a vera ge cost a nd NRV.

Cost signifies purcha se cost a nd other direct expenses.

Items in tra nsit a re va lued a t cost comprising invoice va lue plus other cha rges incurred thereon.

3.5.2 Finishe d goods

Finished goods a re va lued a t lower of weighted a vera ge cost a nd NRV.

Net rea liza ble va lue represents estima ted selling prices in the ordina ry course of business less the estima ted

cost of completion a nd the estima ted cost necessa ry to ma ke the sa le.

3.6 Trade  de bts

Tra de debts a re recognized a t invoice va lue less provision for uncollectible a mounts. Provision for doubtful

debts is ba sed on ma na gement's a ssessment of customer's credit worthiness. Ba d debts a re written-off when

there is no rea listic prospect of recovery.

3.7 Trade  and o the r payable s

Liabilities for trade and other amounts payable a re ca rried a t cost which is the fa ir va lue of the considera tion

to be pa id in future for goods a nd services received, whether or not billed to the Compa ny.

3.8 Financia l instrume nts

All fina ncia l a ssets a nd lia bilities a re  recognized a t the  time when the Compa ny becomes pa rty to the

contra ctua l provisions of the instrument a nd a re derecognized in ca se of a ssets, when the contra ctua l rights

under the instrument a re rea lized, expired or surrendered a nd in ca se of a  lia bility, when the obliga tion is

discha rged, ca ncelled or expired.

Any ga in /  (loss) on the recognition a nd de-recognition of the fina ncia l a ssets a nd lia bilities is included in

the profit /  (loss) for the period in which it a rises.

3.9 Fore ign curre ncy transla tions

Tra nsa ctions in foreign currencies a re tra nsla ted into Pa kista ni Rupees (functiona l currency) a t the foreign

excha nge ra te ruling a t the da te of the tra nsa ction. Moneta ry a ssets a nd lia bilities denomina ted in foreign

currencies a t the ba la nce sheet da te a re tra nsla ted into Pa kista ni Rupees a t the foreign excha nge ra te ruling

a t tha t da te. Foreign excha nge ga ins a nd losses resulting from the settlement of such tra nsa ctions a nd from

the tra nsla tions a t the yea r end excha nge ra tes of moneta ry a ssets a nd lia bilities denomina ted in foreign

currencies a re recognized in the profit a nd loss a ccount.

3.10 Cash and cash e quiva le nts

For the purpose of ca sh flow sta tement, ca sh a nd ca sh equiva lents comprise of ca sh in ha nd a nd current

a nd sa vings a ccounts with commercia l ba nks.

3.11 Re ve nue  re cognition

Revenue is recognized to the extent tha t it is proba ble tha t economic benefits will flow to the Compa ny a nd

revenue ca n be re lia bly mea sured. Revenue is mea sured a t fa ir va lue of the  considera tion received or

receiva ble.

4 4



3.11.1 Sa le  o f goods

Revenue from sa les is recognized upon pa ssa ge of title  to the customers which genera lly coincides with

physica l delivery.

3.11.2 Othe r ope rating  income

Dividend income is recognized when the right to receive such income is esta blished.

O ther revenues a re a ccounted for on a ccrua l ba sis.

3.12 Sta ff re tire me nt be ne fits

3.12.1 Gratuity  sche me

The Compa ny opera tes a n a pproved a nd funded gra tuity scheme for a ll e ligible  employees who ha ve

completed the minimum qua lifying period of service. The scheme is a dministered by the trustees nomina ted

under the trust deed. Contributions to the scheme a re ma de in a ccorda nce with a ctua ria l va lua tion using

Projected Unit Credit method.

Actua ria l ga ins and losses a re recognized a s income or expense when the cumula tive unrecognized actua ria l

ga ins or losses exceed 10% of the higher of defined benefit obliga tion a nd the fa ir va lue of pla n a ssets a s

of the end of previous reporting period. These ga ins or losses a re recognized over the expected rema ining

working lives of employees pa rticipa ting in the scheme.

Pa st service cost is recognized a s a n expense on a  stra ight line ba sis over the a vera ge period until the

benefits become vested. If benefits have a lready vested, immedia tely following the introduction of, or change

to the scheme, pa st service costs a re recognized immedia tely.

The a mount recognized in ba la nce sheet represents the  present va lue of defined benefit obliga tions a s

a djusted for unrecognized a ctua ria l ga ins a nd losses a nd a s reduced by the fa ir va lue of pla n a ssets.

3.12.2 Provide nt fund

The Company opera tes an approved defined contributory provident fund scheme for a ll permanent employees

who ha ve completed the minimum qua lifying period of service. Equa l monthly contributions a re ma de by

the Compa ny a nd the employees to the fund a t the ra te of 8 .33% of ba sic sa la ry.

3.13 Provisions

Provisions a re recognized when the Compa ny ha s a  present lega l or constructive obliga tion a s a  result of

pa st events a nd it is proba ble tha t a n outflow of resources embodying economic benefits will be required

to settle  the obliga tion a nd a  relia ble estima te of the obliga tion ca n be ma de. Provisions a re reviewed a t

ea ch ba la nce sheet da te a nd a djusted to reflect the current best estima te.

3.14 Tax ation

3.14.1 Curre nt

Provision of current ta x is ba sed on the ta xa ble income for the yea r determined in a ccorda nce with the

preva iling la w for ta xa tion of income. The cha rge for current ta x is ca lcula ted using preva iling ta x ra tes or

ta x ra tes expected to a pply to the profit for the yea r if ena cted a fter ta king into a ccount ta x credits, reba tes

a nd exemptions, if a ny. The ta x cha rge a s ca lcula ted a bove is compa red with turnover ta x under section

113  of the Income Ta x O rdina nce 2001 , a nd whichever is higher is provided in the fina ncia l sta tements.

The cha rge for current ta x a lso includes a djustments, where considered necessa ry, to provision for ta x ma de

in previous yea rs a rising from a ssessments fra med during the yea r for such yea rs.
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3.14.2 De fe rre d

Deferred income ta x is provided using the lia bility method for a ll tempora ry differences a t the ba la nce sheet

da te between ta x ba ses of a ssets a nd lia bilities a nd their ca rrying a mounts for fina ncia l reporting purposes.

Deferred ta x lia bilities a re recognized for a ll ta xa ble tempora ry differences. Deferred income ta x a ssets a re

recognized for a ll deductible tempora ry differences a nd ca rry forwa rd of unused ta x losses, if a ny, to the

extent tha t it is proba ble tha t ta xa ble profit will be a va ila ble a ga inst which such tempora ry differences a nd

ta x losses ca n be utilized.

The ca rrying a mount of deferred ta x a sset is reviewed a t ea ch ba la nce sheet da te a nd reduced to the extent

tha t it is no longer probable tha t sufficient taxable profits will be ava ilable to a llow a ll or pa rt of the deferred

ta x a sset to be recognized. Unrecognized deferred ta x a ssets a re rea ssessed a t ea ch ba la nce sheet da te

a nd a re recognized to the extent tha t it ha s become proba ble tha t future ta xa ble profit will a llow deferred

ta x a sset to be recovered.

Deferred income tax a ssets and liabilities a re measured a t the tax ra te tha t is expected to apply to the period

when the a sset is rea lized or the liability is settled, ba sed on tax ra tes tha t have been enacted or substantively

ena cted a t the ba la nce sheet da te. In this rega rd, the effects on deferred ta xa tion of the portion of income

expected to be subject to fina l ta x regime is a djusted in a ccorda nce with the requirement of Accounting

Technica l Relea se - 27  of the Institute of Cha rtered Accounta nts of Pa kista n, if considered ma teria l.

3.14.3 Sa le s tax

Revenues, expenses a nd a ssets a re recognized net of a mount of sa les ta x except:

• Where sa les tax incurred on a  purchase of a sset or service is not recoverable from the taxa tion authority,

in which ca se the sa les ta x is recognized a s pa rt of the cost of a cquisition of the a sset or a s pa rt of the

expense item a s a pplica ble; a nd

• Receiva bles or pa ya bles tha t a re sta ted with the a mount of sa les ta x included.

The net a mount of sa les ta x recovera ble from, or pa ya ble to, the ta xa tion a uthority is included a s pa rt of

receiva bles or pa ya bles in the ba la nce sheet.

3.15 Offse tting  o f financia l a sse ts and liabilitie s

Fina ncia l a ssets a nd lia bilities a re offset a nd the net a mount reported in ba la nce sheet if, a nd only if, there

is a  currently enforcea ble lega l right to offset the recognized a mounts a nd there is a n intention to settle on

a  net ba sis or to rea lize the a ssets a nd settle lia bilities simulta neously. Income a nd expenses a rising from

such a ssets a nd lia bilities a re a lso offset a ccordingly.

3.16 Borrow ing  costs

Borrowing costs directly a ttributable to the acquisition, construction or production of an a sset tha t necessa rily

ta kes a  substa ntia l period of time to get rea dy for its intended use or sa le a re ca pita lized a s pa rt of the cost

of the respective a ssets. All other borrowing costs a re expensed out in the period they occur. Borrowing costs

consist of interest a nd other costs tha t a n entity incurs in connection with the borrowing of funds.

3.17 Impairme nt

The ca rrying va lues of the Compa ny's a ssets except for inventories a nd deferred ta x a ssets a re reviewed a t

ea ch ba la nce sheet da te to determine whether there is a ny indica tion of impa irment. If a ny such indica tion

exists the a ssets recovera ble a mount is estima ted a nd impa irment losses a re recognized in the profit a nd

loss a ccount.

3.18 Re la te d party  transactions

Transactions with rela ted parties a re ca rried out on commercia l terms, as approved by the Board, substantia ted

a s given in note 33  to the fina ncia l sta tements.

4 6



2012 2011Note

(Rupe e s ‘000)

3.19 Divide nd and appropria tion to  re se rve s

Dividend a nd a ppropria tion to reserves a re recognized in the fina ncia l sta tements in the period in which

these a re a pproved.

3.20       Functiona l and pre se nta tion curre ncy

These  fina ncia l sta tements a re  presented in Pa kista ni Rupees, which is the  Compa ny's functiona l a nd

presenta tion currency.

4. PROPERTY, PLANT AND EQUIPMENT

O pera ting property, pla nt a nd equipment 4 .1 940 ,867 349 ,788

Ca pita l work-in-progress 4 .2 2 ,346 103 ,812

943 ,213 453 ,600

4.1 Ope rating  prope rty , plant and e quipme nt

4.1.1 Following is a  sta tement of opera ting property, pla nt a nd equipment:

(Rupe e s ‘000)

Lea sehold la nd 4 ,928 -   -   4 ,928 - -   -   -   4 ,928 -

Building on lea sehold la nd 71 ,007 47 ,386 -   118 ,393 24 ,201 -   6 ,784 30 ,985 87 ,408 5-10

Pla nt a nd ma chinery 418 ,608 536 ,846 -   955 ,454 149 ,606 -   35 ,834 185 ,440 770 ,014 5-7 .5

Power a nd other
  insta lla tions 1 ,093 29 ,612 -   30 ,705 733 -   1 ,882 2 ,615 28 ,090 10

Furniture a nd fittings 4 ,898 1 ,850 -   6 ,748 1 ,905 -   341 2 ,246 4 ,502 5-10

Vehicles 31 ,694 6 ,031 (2 ,988) 34 ,737 13 ,333 (2 ,195) 4 ,411 15 ,549 19 ,188 20

Equipment 10 ,995 21 ,408 -   32 ,403 4 ,794 -   2 ,088 6 ,882 25 ,521 10

Computers 4 ,089 891 -   4 ,980 2 ,952 -   812 3 ,764 1 ,216 33 .33

   547 ,312 644 ,024 (2 ,988) 1 ,188 ,348 197 ,524 (2 ,195) 52 ,152 247 ,481 940 ,867

Lea sehold la nd 3 ,761 1 ,167 -   4 ,928 -   -   -   -   4 ,928 -

Building on lea sehold la nd 71 ,007 -   -   71 ,007 19 ,107 -   5 ,094 24 ,201 46 ,806 5-10

Pla nt a nd ma chinery 418 ,608 -   -   418 ,608 127 ,795 -   21 ,811 149 ,606 269 ,002 7 .5

Power a nd other
  insta lla tions 947 146 -   1 ,093 703 -   30 733 360 10

Furniture a nd fittings 4 ,797 101 -   4 ,898 1 ,601 -   304 1 ,905 2 ,993 5-10

Vehicles 21 ,741 10 ,511 (558) 31 ,694 10 ,322 (345) 3 ,356 13 ,333 18 ,361 20

Equipment 10 ,919 76 -   10 ,995 4 ,105 -   689 4 ,794 6 ,201 10

Computers 3 ,800 289 -   4 ,089 2 ,328 -   624 2 ,952 1 ,137 33 .33

   535 ,580 12 ,290 (558) 547 ,312 165 ,961 (345) 31 ,908 197 ,524 349 ,788

2011
De scription

As a t

July 01 ,

2010

Additions

during

 the yea r

Disposa ls

during

the yea r

As a t

June 30 ,

2011

COST DEPRECIATION

As a t

July 01 ,

2010

Adjustment

on

disposa l

For the

yea r

As a t

June 30 ,

2011

Book va lue

as a t June

30, 2011

Depreciation
rate

%
pe r annum

2012
De scription

As a t

July 01 ,

2011

Additions

during

 the yea r

Disposa ls

during

the yea r

As a t

June 30 ,

2012

COST DEPRECIATION

As a t

July 01 ,

2011

Adjustment

on

disposa l

For the

yea r

As a t

June 30 ,

2012

Book va lue

as a t June

30, 2012

Depreciation
rate

%
pe r annum

(Rupe e s ‘000)
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VEHICLES

Honda  Civic VTI KA-925 1 ,148 276 287 11 Employee ca r Mr. Anwa r Kha n 

  scheme  Employee

Suzuki Alto ARK-378 615 307 500 193 Insura nce Cla im EFU Genera l Insura nce 

 Limited

Honda  Civic VTI AGR-270 1 ,225 210 1 ,039 829 Tender Mr. Ra shid Kha n 

 (Karachi) - Outside pa rty

2012 2,988 793 1,826 1,033

2011 558 213 225 12

De scription
Cost

Book
va lue

Sa le s
proce e ds

Gain Mode  o f
disposa l

Particulars
 o f buye r

2012 2011Note

(Rupe e s ‘000)

4.1.2 Re concilia tion o f book va lue :

Book va lue a s a t the beginning of the yea r 349 ,788 369 ,619

Additions during the yea r 644 ,024 12 ,290

Deprecia tion for the yea r (52 ,152) (31 ,908)

Disposa ls during the yea r a t book va lue (793) (213)

Book va lue a s a t the end of the yea r 940 ,867 349 ,788

4.1.3 The  de pre cia tion charge  for the  ye ar has be e n a lloca te d to :

Cost of sa les 23 50 ,458 30 ,685

Distribution costs 24 843 632

Administra tive expenses 25 851 591

52 ,152 31 ,908

4.1.4 During the yea r borrowing cost ha s been ca pita lized a mounting to Rs. 20 .46  million (2011 : Nil) by using

ca pita liza tion ra te of 14 .71% (2011: Nil).

4.1.5 The following opera ting property, pla nt a nd equipment  were disposed off during the yea r:

4.2 Move me nt o f capita l-w ork-in-progre ss

Civil w orks
Pow e r and

othe r
insta lla tions

Advance s for
purchase  o f
plant and
machine ry

Tota l

(Rupe e s ‘000)

4 8

Balance  as a t June  30, 2010 -    -    -    -

Ca pita l expenditure incurred /

a dva nces ma de during the yea r 15 ,902  11 ,840  76 ,070  103 ,812

Balance  as a t June  30, 2011 15 ,902  11 ,840  76 ,070  103 ,812

Ca pita l expenditure incurred /

a dva nces ma de during the yea r 33 ,092  18 ,510  460 ,776  512 ,378

Tra nsferred to opera ting property,

pla nt & equipment (47 ,386) (29 ,612) (536 ,846) (613 ,844)

Balance  as a t June  30, 2012 1 ,608  738  -    2 ,346

(Rupe e s ‘000)



De scription
As a t

July 01 ,

Additions

during

 the yea r

Disposa ls

during

the yea r

As a t

June 30 ,

(Rupe e s ‘000)

Cost Amortisa tion

As a t

July 01 ,

Adjustment

on

disposa l

For the

yea r

As a t

June 30 ,

Book va lue

as a t

June  30,

Amortisation
rate

%
pe r annum

2012  ERP Syste m 7 ,229 1 ,932 - 9 ,161 854 - 784 1 ,638 7 ,523 10

2011  ERP Syste m 5 ,367 1 ,862 - 7 ,229 224 - 630 854 6 ,375 10

2012 2011Note

5. INTANGIBLE ASSET

(Rupe e s ‘000)
5.1 The a mortiza tion cha rge for the yea r ha s been a lloca ted to:

Cost of sa les 23 633  469  

Administra tive expenses 25 151  161

784  630

6. LONG-TERM INVESTMENT

Ava ila ble-for-sa le securities - rela ted pa rty

O rdina ry sha res of a  listed compa ny

Chera t Cement Compa ny Limited

221 ,239  (2011: 221 ,239) fully pa id ordina ry

sha res of Rs.10 / - ea ch 6 ,553  1 ,991

7. LONG-TERM LOANS - se cure d, conside re d good
   

Loa ns to employees 7 .1 464  733  

Less: Due within one yea r shown under

               current portion of loa ns 12 116  183  

348  550  

7.1 Represent ca r a nd other loa ns provided a s per the Compa ny's employee loa n policy. These loa ns ca rry

ma rk-up up to 15% per a nnum (2011: up to 15% per a nnum) a nd a re repa ya ble within 3  to 6  yea rs. These

loa ns a re secured a ga inst the provident fund ba la nces of the respective employees.

8. DEFERRED TAXATION

Deferred ta x lia bility on ta xa ble tempora ry difference:

  Accelera ted ta x deprecia tion on opera ting property,

    pla nt a nd equipment (34 ,521) (52 ,561)

Deferred ta x a sset on deductible tempora ry differences:

Ta xa ble loss 8 .1 62 ,659  62 ,659  

Minimum ta x 68 ,446  35 ,765  

96 ,584  45 ,863  

8.1 This represents una bsorbed ta x loss up to ta x yea r 2009  tha t is a va ila ble for offset a ga inst future ta xa ble

profits of the Compa ny in the ta x yea r 2013 , a fter expiry of three yea rs exemption period.

9.   STORES, SPARE PARTS AND LOOSE TOOLS

Stores 4 ,445  2 ,073  

Spa re pa rts 27 ,316  10 ,694  

Loose tools 516  115  

32 ,277  12 ,882

2012 2011Note

(Rupe e s ‘000)

2012 2011

(Rupe e s ‘000)
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2012 2011Note

(Rupe e s ‘000)

10.   STOCK-IN-TRADE

Ra w ma teria l

In ha nd 476 ,000 387 ,178

In bonded wa rehouse -    353 ,196

In tra nsit 150 ,969 77 ,369

626 ,969 817 ,743

Work-in-process 28 ,167 -    

Finished goods 115 ,591 60 ,412

Polypropylene scra p goods 630 -    

771 ,357 878 ,155

11.  TRADE DEBTS - unse cure d

Considered good 11 .1 430 ,164 268 ,224

Considered doubtful 17 ,966 17 ,966

448 ,130 286 ,190

Less: Provision for doubtful debts 17 ,966 17 ,966

430 ,164 268 ,224

11.1 Trade receivables a re non-interest bea ring and a re genera lly on 30 days term. Aging ana lysis of trade debts

is a s follows:

Neither pa st due nor impa ired 392 ,657 268 ,015

Pa st due but not impa ired

  - Within 60  da ys 37 ,507 209

430 ,164 268 ,224

12.    LOANS AND ADVANCES - conside re d good

Current portion of loa ns due from:

Employees 7 116 183

Adva nces - unsecured:

Suppliers 822 4 ,129

Letters of credit 438 437

1 ,260 4 ,566

1 ,376 4 ,749

13.  TRADE DEPOSITS AND SHORT-TERM PREPAYMENTS

Tra de deposit - ea rnest money 570 210

Short-term prepa yments

    Insura nce 1 ,935 2 ,841

    Rent 1 ,216 241

O thers 582 45

3 ,733 3 ,127

4 ,303 3 ,337

14.   OTHER RECEIVABLES

Excise duty cla im 169 169

Wa rehousing surcha rge cla im 517 517

Ma rkup subsidy receiva ble 28 .1 -    25 ,806

Sa les ta x receiva ble 51 ,496 26 ,309

Cla im receiva ble 4 ,911 -    

O thers 1 ,553 92

58 ,646 52 ,893

5 0



16.2  Issue d, subscribe d and pa id-up capita l

Issued fully pa id in ca sh

9 ,817 ,500 4 ,080 ,000 O pening ba la nce 98 ,175 40 ,800

-    5 ,737 ,500 Issued during the yea r a s right sha res -    57 ,375

9 ,817 ,500 9 ,817 ,500 Closing ba la nce 98 ,175 98 ,175

Issued a s fully pa id bonus sha res

7 ,395 ,000 5 ,100 ,000 O pening ba la nce 73 ,950 51 ,000

  -    2 ,295 ,000 Issued during the yea r   -    22 ,950

7 ,395 ,000 7 ,395 ,000 Closing ba la nce 73 ,950 73 ,950

17 ,212 ,500 17 ,212 ,500 172 ,125 172 ,125

2012 2011

2012 2011Note

2012 20112012 2011

(Rupe e s ‘000)

15.   CASH AND BANK BALANCES

With ba nks:

Current a ccounts      29 ,986 7 ,550

Sa ving a ccounts 15 .1            1 ,365 1 ,015

           31 ,351 8 ,565

Ca sh in ha nd             96 205

            31 ,447 8 ,770

15.1 Effective profit ra te in respect of sa ving a ccounts is 6% per a nnum (2011: 5% per a nnum).

16.   SHARE CAPITAL

16.1 Authorize d capita l

22 ,500 ,000 22 ,500 ,000 O rdina ry sha res of Rs. 10 / - ea ch 225 ,000 225 ,000

(Numbe r o f Share s)

16.3  Fo llow ing  is the  de ta il o f share s he ld by the  re la te d partie s

Fa ruque (Priva te) Limited 1 ,175 ,625 1 ,175 ,625

Chera t Cement Compa ny Limited 1 ,107 ,738 1 ,107 ,738

Mirpurkha s Suga r Mills Limited 854 ,613 854 ,613

Grea ves Pa kista n (Priva te) Limited 864 ,550 1 ,111 ,442

17.   RESERVES

17.1 Capita l re se rve

Ca pita l reserve wa s crea ted due to the issua nce of sha res on premium in the preceding yea rs.

17.2 Unre a lize d ga in /  (lo ss) on ava ilable -for-sa le  se curitie s

This reserve records the fa ir va lue cha nges on a va ila ble-for-sa le  fina ncia l a ssets a s required under the

releva nt a ccounting sta nda rd.

(Rupe e s ‘000)(Numbe r o f Share s)
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2012 2011Note

(Rupe e s ‘000)

18.    LONG-TERM FINANCINGS - se cure d

Long-term loa n

Term Loa n-I 18 .1 56 ,250  93 ,750  

Term Loa n-II 18 .2     400 ,000  -    

     456 ,250              93 ,750  

Less: Current ma turity       (37 ,500) (37 ,500)

       418 ,750  56 ,250  

18.1 This represents a  long-term loa n obta ined from a  commercia l ba nk for the import of “Tuber a nd Bottomer”,

ca rrying ma rk-up a t the ra te of 6  months KIBO R plus 0 .5%. The loa n is repa ya ble in 8  equa l semi-a nnua l

insta llments commencing a fter 18  months from dra wdown of the fa cility i.e. April 2010 . The loa n is secured

by wa y of first pa ri-pa ssu hypotheca tion cha rge of Rs. 200  million over pla nt a nd ma chinery imported by

the Compa ny.

18.2     This represents a  long-term loan obta ined from a  commercia l bank under the Diminishing Musha rika  Scheme

for the import of Polypropylene Pla nt, ca rrying profit a t the ra te of 6  months KIBO R plus 0 .9% per a nnum.

The loa n is repa ya ble in 10  equa l semi-a nnua l insta llments commencing a fter a  gra ce period of two yea rs,

i.e ., from Ja nua ry 2014 . The loa n is secured by wa y of first pa ri-pa ssu hypotheca tion cha rge of Rs. 534

million over pla nt a nd ma chinery imported by the Compa ny.

19. TRADE AND OTHER PAYABLES

Creditors 11 ,113  13 ,047  

Bills pa ya ble 61 ,130  77 ,369  

Accrued lia bilities 14 ,236  12 ,919  

Uncla imed a nd unpa id dividends 1 ,390  1 ,159  

Pa ya ble to gra tuity fund 19 .1 3 ,006  2 ,146  

Workers' Profits Pa rticipa tion Fund 19 .2 2 ,815  8 ,727  

Retention money                  1 ,477  -    

Specia l excise duty pa ya ble                -    418  

95 ,167  115 ,785

19.1 Sta ff re tire me nt be ne fits

De fine d be ne fit plan

As mentioned in note 3 .12 .1 , the Compa ny opera tes a n a pproved funded gra tuity scheme for a ll eligible

employees. Actua ria l va lua tion of the scheme is ca rried out every yea r a nd the la test a ctua ria l va lua tion

wa s ca rried out a s a t June 30 , 2012 .

The fa ir va lue of scheme's a ssets a nd the present va lue of obliga tion under the scheme a s a t the ba la nce

sheet da te were a s follows:

Staff gra tuity  fund liability: 

Present va lue of defined benefit obliga tion 24 ,934  21 ,307

Fa ir va lue of pla n a ssets (16 ,839) (13 ,125)

Unrecognized a ctua ria l losses (5 ,089) (6 ,036)

Lia bility recognized in the ba la nce sheet 3 ,006  2 ,146

Amounts charge d to  profit and loss account:

Current service cost 813  1 ,064

Interest cost 2 ,926  2 ,334

Expected return on pla n a ssets (2 ,437) (1 ,306)

Actua ria l losses recognized 558  506

1 ,860  2 ,598

2012 2011

(Rupe e s ‘000)

2012 2011Note

(Rupe e s ‘000)
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Comparisons for past ye ars:

As a t June 30

Present va lue of defined benefit obliga tion 24 ,934  21 ,307  19 ,157  13 ,317  10 ,685  

Fa ir va lue of pla n a ssets (16 ,839) (13 ,125) (11 ,643) (10 ,358) (9 ,093)

Deficit 8 ,095  8 ,182  7 ,514  2 ,959  1 ,592  

Experience a djustment on pla n lia bilities 429  292   3 ,109  442  2  

Experience a djustment on pla n a ssets (818) 284   1 ,018  576  225  

(389) 576   4 ,127  1 ,018  227  

2012 2011 2010 2009 2008

2012 2011

(Rupe e s ‘000)

Move me nt in the  ba lance  re cognize d in the  ba lance  she e t:

 Ba la nce a s a t July 01 2 ,146  1 ,548

Net cha rge for the yea r 1 ,860  2 ,598

Contribution to the fund (1 ,000) (2 ,000)

Ba la nce a s a t June 30 3 ,006  2 ,146

Move me nt in the  pre se nt va lue  o f de fine d be ne fit obliga tion:

Ba la nce a s a t July 01 21 ,307  19 ,157

Current service cost 813  1 ,064

Interest cost 2 ,926  2 ,334

Benefits pa id during the yea r (541) (1 ,540)

Actua ria l losses 429  292

Ba la nce a s a t June 30 24 ,934  21 ,307

Move me nt in the  fa ir va lue  o f plan asse ts:

Ba la nce a s a t July 01 13 ,125  11 ,643

Expected return 2 ,437  1 ,306

Contributions 1 ,000  2 ,000

Benefits pa id during the yea r (541) (1 ,540)

Actua ria l ga in /  (loss) 818  (284)

Ba la nce a s a t June 30 16 ,839  13 ,125

Principa l actuaria l a ssumptions use d are  as fo llow s:

Expected ra te of increa se in sa la ry level 10 .5% 11%

Va lua tion discount ra te 12 .5% 14%

Ra te of return on pla n a ssets 12 .5% 14%

2012 2011

(Rupe e s ‘000)Composition o f plan asse ts are  as fo llow s:

Specia l Sa ving Certifica tes a nd Term Fina nce Certifica tes 1 ,409  6 ,949

Mutua l Funds /  Sha res 13 ,065  2 ,941

Amount in ba nks 2 ,365  3 ,235  

16 ,839  13 ,125

The expected return on pla n a ssets wa s determined by considering the expected returns a va ila ble on the

a ssets underlying the current investment policy. Expected yields on fixed interest investments a re ba sed on

gross redemption yields a s a t the ba la nce sheet da te.

(Rupe e s ‘000)
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2012 2011Note

(Rupe e s ‘000)

The return on pla n a ssets wa s a ssumed to equa l the discount ra te. Actua l return on pla n a ssets during the

yea r 2012  wa s Rs. 3 .25  million (2011 : Rs. 1 .02  million).

19.2 Worke rs' Profits Participation Fund

Ba la nce a s a t July 01 , 8 ,727  5 ,126  

Interest thereon 28 37  67  

8 ,764  5 ,193  

Pa yments during the yea r (8 ,764) (5 ,193)

-   -   

Cha rge for the yea r 26 2 ,815  8 ,727  

2 ,815  8 ,727

20.    SHORT-TERM BORROWINGS - se cure d

Running fina nces utilized under ma rk-up

   a rra ngements 20 .1  & 20 .2 536 ,840  583 ,651

Money ma rket loa ns 20 .1  & 20 .3 195 ,000  35 ,000

Foreign currency term fina nce 20 .1  & 20 .4 25 ,942  -   

757 ,782  618 ,651  

Istisna 'a  a nd Mura ba ha 20 .5 158 ,636  50 ,000  

916 ,418  668 ,651

20.1 The se  fa cilitie s a re  o b ta ine d  fro m va rio us co mme rcia l ba nks a mo unting  to  Rs. 1 ,4 6 5  millio n

(2011: Rs. 1 ,130  million) out of which Rs. 707 .22  million (2011 : Rs. 511 .35  million) rema ins unutilized a t

the yea r end. These fa cilities a re secured a ga inst registered pa ri-pa ssu hypotheca tion cha rge over stocks

a nd book debts for Rs. 1 ,868 .33  million a nd hypotheca tion cha rge of Rs. 140  million on a ll present a nd

future pla nt a nd ma chinery of the Compa ny. 

20.2 These fa cilities ca rry ma rk-up of 1  month KIBO R plus 1 .25% a nd 3  months KIBO R plus sprea d ra nging from

0.75% to 1 .75% (2011: 1  month KIBO R plus 1 .25% a nd 3  months KIBO R plus sprea d ra nging from 0 .75%

to 1 .75%) per a nnum.

20.3 These a re sub fa cilities of note 20 .1  a bove a nd ca rry ma rk-up of 1  month KIBO R plus sprea d ra nging from

0 .70% to 0 .80% (2011 : 1  month KIBO R plus sprea d of 0 .80%) a nd 3  months KIBO R plus 0 .65% (2011 :

Nil) per a nnum.

20.4 This is a  sub-fa cility of note 20 .1  a bove a nd ca rries ma rk-up of 6  months LIBO R plus 4 .93% (2011 : Nil)

per a nnum.

20.5 These fa cilities a re obta ined from va rious commercia l Isla mic ba nks a mounting to Rs. 450  million (2011 :

Rs. 100  million) out of which Rs. 291 .36  million (2011 : Rs. 50  million) rema ins unutilized a t the yea r end.

These fa cilities a re secured a ga inst registered pa ri-pa ssu hypotheca tion cha rge over stocks a nd book debts

for Rs. 600 .33  million.

21. CONTINGENCIES AND COMMITMENTS

21.1  Gua ra ntees issued by a  commercia l ba nk 2 ,000  1 ,000  

21.2  Letters of credit issued by commercia l ba nks 449 ,782  865 ,030  

21.3  Duties pa ya ble on bonded stock -    55 ,564

2012 2011

(Rupe e s ‘000)
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2012 2011Note

(Rupe e s ‘000)

22. TURNOVER - NET

Loca l 3 ,778 ,641  2 ,930 ,408  

Less: Sa les ta x 521 ,763  420 ,731  

Specia l excise duty -    37 ,713  

521 ,763  458 ,444  

3 ,256 ,878  2 ,471 ,964

23. COST OF SALES

Ra w ma teria l consumed

O pening stock 387 ,178  85 ,830  

Purcha ses 2 ,925 ,256  2 ,365 ,384  

3 ,312 ,434  2 ,451 ,214

Closing stock (476 ,000) (387 ,178)

2 ,836 ,434  2 ,064 ,036  

Ma nufa cturing overhea ds

Sa la ries, wa ges a nd benefits 23 .1 79 ,413  49 ,740  

Stores, spa re pa rts a nd loose tools consumed 15 ,472  5 ,459  

Fuel a nd power 32 ,008  5 ,555  

Pa cking cha rges 28 ,101  20 ,577  

Rent, ra tes a nd ta xes 171  101  

Repa irs a nd ma intena nce 456  939  

Deprecia tion           4 .1 .3 50 ,458  30 ,685  

Amortiza tion 5 .1  633  469  

Insura nce 17 ,410  14 ,916  

Genera l office expenses 96  63  

Vehicle running expenses 3 ,035  1 ,486  

Tra veling a nd conveya nce 1 ,668  469  

Communica tion expenses 1 ,407  1 ,182  

Printing a nd sta tionery 339  118  

Lega l a nd professiona l cha rges 2 ,131  2 ,144  

Freight a nd ca rta ge 729  185  

Subscription 138  -    

Stores a nd spa res pa rts - written off 94  100  

O thers 466  309  

234 ,225  134 ,497  

3 ,070 ,659  2 ,198 ,533  

Work-in-process - closing (28 ,167) -    

    Polypropylene scra p sa les (8 ,033) -    

Polypropylene scra p goods - closing stock (630) -    

(8 ,663) -    

Cost of goods ma nufa ctured 3 ,033 ,829  2 ,198 ,533  

Finished goods

O pening stock 60 ,412  30 ,122  

Closing stock (115 ,591) (60 ,412)

(55 ,179) (30 ,290)

2 ,978 ,650  2 ,168 ,243

23.1 This includes expenditure in respect of provident fund a nd gra tuity fund a mounting to Rs 2 .22  million a nd

Rs 0 .91  million, respectively (2011 : Rs. 1 .3  million a nd Rs 2 .14  million, respectively).
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2012 2011Note

(Rupe e s ‘000)

24. DISTRIBUTION COSTS

Sa la ries a nd benefits 24 .1 12 ,664 7 ,879

Tra veling a nd conveya nce 1 ,503 2 ,446

Vehicle running expenses 864 344

Repa ir a nd ma intena nce 5 76

Communica tion expenses 131 75

Rent, ra tes a nd ta xes 27 27

Insura nce 1 ,076 732

Printing a nd sta tionery 743 298

Deprecia tion 4 .1 .3 843 632

Freight a nd ca rta ge 21 ,257 16 ,956

O thers 288 174

39 ,401 29 ,639

24.1 This includes expenditure in respect of provident fund a nd gra tuity fund a mounting to Rs 0 .14  million a nd

Rs 0 .48  million, respectively (2011 : Nil)

25. ADMINISTRATIVE EXPENSES

Sa la ries a nd benefits 25 .1 13 ,165 10 ,625

Directors' fee 600 540

Tra veling a nd conveya nce 540 723

Vehicle running expenses 710 431

Communica tion expenses 1 ,883 1 ,618

Printing a nd sta tionery 876 720

Rent, ra tes a nd ta xes 1 ,046 1 ,299

Lega l a nd professiona l cha rges 1 ,410 2 ,011

Insura nce 848 694

Subscription 1 ,213 984

Advertisement 412 344

Deprecia tion 4 .1 .3 851 591

Amortiza tion 5 .1 151 161

Repa irs a nd ma intena nce 821 152

Genera l office expenses 270 159

Utilities 161 123

O thers 2 6

24 ,959 21 ,181

25.1 This includes expenditure in respect of provident fund a nd gra tuity fund a mounting to Rs 0 .33  million a nd

Rs 0 .47  million, respectively (2011 : Rs 0 .28  million a nd Rs 0 .46  million, respectively).

2012 2011Note

(Rupe e s ‘000)
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2012 2011Note

(Rupe e s ‘000)

26. OTHER OPERATING EXPENSES

Auditors' remunera tion 26 .1 1 ,416 1 ,321

Dona tions 26 .2 746 2 ,735

Workers' Profits Pa rticipa tion Fund 19 .2 2 ,815               8 ,727

Excha nge loss 5 ,007 6 ,050

9 ,984 18 ,833

26.1 Auditors' re mune ration

Audit fee 440 385

Ta x, corpora te a nd other services 846 721

O ut of pocket expenses 130 215

1 ,416 1 ,321

26.2   Recipients of dona tions do not include a ny donee in which a ny Director or his spouse ha d a ny interest.

27.     OTHER OPERATING INCOME

Income from fina ncia l a ssets

  Return on sa ving a ccounts 28 344

Income from non-fina ncia l a ssets

  Ga in on disposa l of opera ting property, pla nt a nd equipment 4 .1 .5 1 ,033 12

Scra p sa les 3 ,199 2 ,608

4 ,260 2 ,964

28.     FINANCE COSTS

Ma rk-up on:

Long-term fina ncing 28 .1 38 ,971 8 ,485

Short-term borrowings 28 .1 115 ,316 62 ,235

154 ,287 70 ,720

O thers:

     Gua ra ntee commission 16 24

     Ba nk cha rges a nd duties 313 410

     Interest on Workers' Profits Pa rticipa tion Fund 19 .2 37                    67

154 ,653 71 ,221

28.1     Sta te Ba nk of Pa kista n (SBP) ha s gra nted specia l relief on ma rk-up to compa nies opera ting in the a ffected

a rea s of Khyber Pa khtunkhwa  province vide SMEFD Circula r No. 11  of 2010  da ted July 01 , 2010 . As per

the circula r, ma rk-up will be cha rged @ 7 .5  % per a nnum to such compa nies with effect from Ja nua ry 01 ,

2 0 1 0  till December 3 1 . 2 0 1 1 . Accordingly, ma rk-up cha rged on long-term fina ncing a mounting to Rs.

2 .958  million a nd short-term borrowings a mounting to Rs. 23 .237  million ha s been received a nd fina nce

costs ha ve been reduced a ccordingly. However, ma rk-up ha s been cha rged a t a ctua l ra tes from Ja nua ry

01 , 2012 .

2012 2011Note

(Rupe e s ‘000)
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2012 2011Note

29. TAXATION

29.1 The a ssessments of the Compa ny for a nd up to the ta x yea r 2011  ha ve been completed or deemed to be

a ssessed.

29.2 The income of the Compa ny ha s been exempted from income ta x for the ta x yea rs 2010 , 2011  a nd 2012

under cla use 126F of Pa rt I of Second Schedule to the Income Ta x O rdina nce, 2001 . However, provision

for minimum turnover ta x u/ s 113  of the Income Ta x O rdina nce, 2001 , ha s been ma de in these fina ncia l

sta tements.

29.3 Since the Compa ny is only lia ble to pa y minimum ta x, therefore, no numerica l ta x reconcilia tion is given.

30. EARNINGS PER SHARE 

Profit a fter ta xa tion  (Rupees '000)  71 ,531 187 ,455

Weighted a vera ge number of ordina ry sha res in issue 17 ,212 ,500 17 ,212 ,500

Resta ted

Ba sic ea rnings per sha re 30 .1 Rs. 4 .16 Rs. 10 .89

30.1   There is no dilutive effect on ba sic ea rnings per sha re of the Compa ny.

31.     FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Compa ny's a ctivities expose it to a  va riety of fina ncia l risks i.e . ma rket risk (including currency risk,

interest ra te  risk a nd price  risk), credit risk a nd liquidity risk. The Compa ny's overa ll risk ma na gement

progra mme focuses on the unpredicta bility of fina ncia l ma rkets a nd seeks to minimize potentia l a dverse

effects on the Compa ny's fina ncia l performa nce.

The  Compa ny's senior ma na gement oversees the  ma na gement of these  risks. The  Compa ny's senior

ma na gement provides policies for overa ll risk ma na gement, a s well a s policies covering specific a rea s such

as foreign exchange risk, interest ra te risk, credit risk, financia l instruments and investment of excess liquidity.

It is the Compa ny's policy tha t no tra ding in deriva tives for specula tive purposes sha ll be underta ken.

The Boa rd of Directors reviews policies for ma na ging ea ch of these risks which a re summa rized below:

31.1    Marke t risk

Ma rket risk is the risk tha t fa ir va lue of future ca sh flows will fluctua te beca use of cha nges in ma rket prices.

Market prices comprise three types of risk: currency risk, interest ra te risk and other price risk, such a s equity

risk.

Fina ncia l instruments a ffected by ma rket risk include long-term investment (a va ila ble-for-sa le), long-term

fina ncing a nd short-term borrowings.

31.1.1  Inte re st ra te  risk

Interest ra te risk is the risk tha t the fa ir va lue or future ca sh flows of the fina ncia l instruments will fluctua te

beca use of cha nges in the ma rket interest ra tes. The Compa ny's interest ra te risk a rises from long-term a nd
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2012 2011

(‘000)

Incre ase  /
de cre ase  in
basis po ints

Effe ct on
profit

be fore  tax

short-term borrowings obta ined with floa ting ra tes. Borrowings of the Compa ny a re substa ntia lly obta ined

in the functiona l currency. In line with SBP SMEFD circula r No.11  of 2010  da ted July 01 , 2010  (refer note

28.1) certa in portions of the borrowings of the Company a re a t a  fixed ra te of 7 .5  % from Janua ry 01, 2010

to December 31 , 2011 . However, ma rk-up ha s been cha rged a t a ctua l ra tes from Ja nua ry 01 , 2012  i.e.,

for a  period of six months.

To ma na ge this risk, the Compa ny ma y enter into interest ra te swa p a rra ngements in which the Compa ny

a grees to excha nge, a t specified interva ls, the difference between the fixed a nd floa ting ra te interest a mount

ca lcula ted by reference to a n a greed-upon notiona l principa l a mount.

Se nsitivity  Ana lysis:

The following figures demonstra te the sensitivity to a  rea sona bly possible cha nge in interest ra te, with a ll

other va ria bles held consta nt, of the Compa ny's profit before ta x:

2012

KIBO R +200            (17 ,830)

KIBO R -200             17 ,830

31.1.2 Fore ign curre ncy risk

Foreign currency risk is the risk tha t the fa ir va lue or future ca sh flows of a  fina ncia l instrument will fluctua te

because of the changes in foreign exchange ra tes. The Company's exposure to the risk of changes in foreign

excha nge ra tes re la tes prima rily to the  Compa ny's opera ting a ctivities (when revenue or expenses a re

denomina ted in a  different currency from the Compa ny's functiona l currency).

Foreign currency term fina nce - Euro 219                -    

Bills pa ya ble- Euro 304 620  

US Dolla r 271 -    

The following significa nt excha nge ra tes ha ve been

   a pplied a t reporting da tes:

Excha nge ra tes- Euro 118 .50 124 .89  

US Dolla r 94 .20 -    

At present, comprehensive hedging is not a llowed a ga inst US Dolla r. For other currencies, ma na gement

keeps on eva lua ting different options a va ila ble.

2012 2011

(Rupe e s)

(Rupe e s ‘000)
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Effe ct o f

transla tion o f

fore ign

curre ncy

liabilitie s on

profit or (lo ss)

Effe ct on

e quity

Change  in

Euro  ra te

31.1.3  Equity  risk

The Compa ny's listed equity securities a re susceptible to ma rket price risk a rising from uncerta inties a bout

future va lues of the investment securities.

The Compa ny ma na ges the equity price risk through diversifica tion a nd pla cing limits on individua l a nd

tota l equity instruments. Reports on the equity portfolio a re submitted to the Compa ny's senior ma na gement

on a  regula r ba sis. The Compa ny's Boa rd of Directors reviews a nd a pproves a ll ma jor equity instrument

decisions.

At the ba la nce sheet da te , the exposure to listed equity securities a t fa ir va lue wa s Rs. 6 .5 5  million. A

decrea se of 10% in the sha re price of the listed security would ha ve a n impa ct of a pproxima tely Rs. 0 .65

million on the equity or income depending whether or not the decline is significa nt a nd prolonged. An

increa se of 10% in the sha re price of the listed security would impa ct equity with the simila r a mount.

31.2     Cre dit Risk

Credit risk is the risk tha t counterpa rty will not meet its obliga tions under a  fina ncia l instrument or customer

contra ct, lea ding to a  fina ncia l loss.  Aging a na lysis of tra de debts is disclosed in note 11 .1  to the fina ncia l

sta tements. The Company has a  strong credit control system and the Board of Directors reviews credit position

on a  regula r ba sis.

Concentra tions of credit risk a rise when a  number of counterpa rties a re engaged in simila r business activities

or have simila r economic fea tures tha t would cause their ability to meet contractua l obliga tions to be simila rly

a ffected by cha nges in economic, politica l or other conditions. Concentra tions of credit risk indica te the

rela tive sensitivity of the Compa ny's performa nce to developments a ffecting a  pa rticula r industry.

Se nsitivity  Ana lysis:

The following figures demonstra te the sensitivity to a  rea sona bly possible cha nge in interest ra te, with a ll

other va ria bles held consta nt, of the Compa ny's profit before ta x:

(Rupe e s ‘000)(%)

6 0

30 June  2012-Euro +10 (6 ,198) (6 ,198)

-10 6 ,198  6 ,198

30 June  2012-US Dollar +10 (2 ,553) (2 ,553)

-10 2 ,553  2 ,553

30 June  2011-Euro +10 (7 ,737) (7 ,737)

- 10 7 ,737  7 ,737

30 June  2011-US Dollar +10 -    -

- 10 -    -



Tota l

Non
Inte re st
Be aring

Tota l
Tota l

Non
Inte re st
Be aring

Tota l

   Long-term

  fina ncing 37 ,500 418 ,750 456 ,250 -    456 ,250 37 ,500 56 ,250 93 ,750 -    93 ,750

   

Tra de a nd other

   pa ya bles -    -    -    92 ,352 92 ,352 -    -    -    106 ,640 106 ,640

   

Accrued ma rk-up -    -    -    53 ,974 53 ,974 -    -    -    33 ,967 33 ,967

   

Short-term

  borrowings 916 ,418 -    916 ,418 -    916 ,418 668 ,651 -    668 ,651 -    668 ,651

953 ,918 418 ,750 1 ,372 ,668 146 ,326 1 ,518 ,994 706 ,151 56 ,250 762 ,401 140 ,607 903 ,008

Less tha n
one yea r

O ne to
five yea rs

Inte re st Be aring

Less tha n
one yea r

O ne to
five yea rs

Inte re st Be aring

20112012

2012 2011

(Rupe e s ‘000)

Effective interest /  yield ra tes for the moneta ry liabilities a re mentioned in the respective notes to the financia l

sta tements.

31.4 Capita l risk manage me nt

The prima ry objective of the Compa ny's ca pita l ma na gement is to ma inta in hea lthy ca pita l ra tios, strong

credit ra ting a nd optima l ca pita l structures in order to ensure a mple a va ila bility of fina nce for its existing

a nd potentia l investment projects, to ma ximize sha reholders va lue a nd reduce the cost of ca pita l.

31.2.1 Cre dit qua lity  o f financia l a sse ts

The credit qua lity of fina ncia l a ssets tha t a re neither pa st nor impa ired ca n be a ssessed by reference to

externa l credit ra tings or to historica l informa tion a bout counterpa rty defa ult ra tes:

Long-te rm inve stme nt 

Counter pa rty without credit ra ting 6 ,553 1 ,991

Trade  de bts

Customers with no defa ults in the pa st one yea r 430 ,164 268 ,224

Cash a t bank and short-te rm de posits

A1+ 31,351 8 ,565

31.3    Liquidity  risk

Liquidity risk is the risk tha t the Compa ny will not be a ble to meet its fina ncia l obliga tions a s they fa ll due.

The Compa ny a pplies prudent liquidity risk ma na gement by ma inta ining sufficient ca sh a nd the a va ila bility

of funding through an adequa te amount of committed credit facilities. At the ba lance sheet da te the Company

ha s una va iled credit fa cility of Rs. 998 .58  million (2011 : Rs. 561 .35  million).

Ta ble below summa rises the ma turity profile of the Compa ny's fina ncia l lia bilities a t the following reporting

da tes ba sed on contra ctua l undiscounted pa yments. Ba la nces due within 12  months equa l their ca rrying

ba la nces a s the impa ct of discounting is not significa nt.

(Rupe e s ‘000)(Rupe e s ‘000)
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2012 2011

(Rupe e s ‘000)

The Compa ny ma na ges its ca pita l structure a nd ma kes a djustment to it, in light of cha nges in economic

conditions. In order to ma inta in or a djust the ca pita l structure, the Compa ny ma y a djust the a mount of

dividend pa id to sha reholders, return ca pita l to sha reholders or issue new sha res. No cha nges were ma de

in the objectives, policies a nd processes during the yea r ended June 30 , 2012 .

The Company monitors capita l using a  gea ring ra tio, which is net debt divided by tota l capita l plus net debt.

Net debt is ca lcula ted a s tota l loa ns a nd borrowings including a ny fina nce cost thereon, less ca sh a nd ca sh

equiva lents.

The gea ring ra tios a s a t June 30 , 2012  a nd 2011  were a s follows:

Long-term fina ncing including current portion 456 ,250 93 ,750

Accrued ma rk-up 53 ,974 33 ,967

Short-term borrowings 916 ,418 668 ,651

Tota l debt 1 ,426 ,642 796 ,368

Ca sh a nd ca sh equiva lents (31 ,447) (8 ,770)

Ne t de bt 1 ,395 ,195 787 ,598

Sha re ca pita l 172 ,125 172 ,125

Reserves 739 ,004 705 ,942

Tota l capita l 911 ,129 878 ,067

Capita l and ne t de bt 2 ,306 ,324 1 ,665 ,665

Ge aring  ra tio          60 .49% 47.28  %

The Compa ny fina nces its expa nsion projects through equity, borrowings a nd ma na gement of its working

ca pita l with a  view to ma inta ining a n a ppropria te mix between va rious sources of fina nce to minimize risk.

31.5 Fa ir va lue  o f financia l instrume nts

Fa ir va lue is the amount for which an asset could be exchanged, or a  liability settled, between knowledgeable,

willing pa rties in an a rm's length transaction. The ca rrying va lues of a ll financia l a ssets and liabilities reflected

in the fina ncia l sta tements a pproxima te their fa ir va lues.

Fair va lue  hie rarchy

The Company uses the following hiera rchy for disclosure of the fa ir va lue of financia l instruments by va lua tion

techniques:

Level 1 : quoted prices in a ctive ma rket for identica l a ssets;

Level 2 : other techniques for which a ll inputs which ha ve a  significa nt effect on the recorded fa ir va lue a re

observa ble, either directly or indirectly; a nd

Level 3 : techniques which use inputs which ha ve a  significa nt effect on the recorded fa ir va lue tha t a re not

ba sed on observa ble ma rket da ta .

6 2



Ex e cutive s /
Ke y Employe e s

Dire ctor

2012 2011

Ex e cutive s /
Ke y Employe e s

Dire ctor

Ma na geria l remunera tion 4 ,064 21 ,875 3 ,693 15 ,628

Housing a llowa nce 1 ,829 6 ,815 1 ,662 4 ,737

Retirement benefits -    2 ,530 -    1 ,707

Utilities 407 1 ,490 369 1 ,039

Lea ve fa re -    1 ,263 -    877

6 ,300 33 ,973 5 ,724 23 ,988

Number 1 12 1 9

2012 2011

(Rupe e s ‘000)

As a t 30  June 2012 , the Compa ny ha s only a va ila ble-for-sa le securities mea sured a t fa ir va lue using level

1  va lua tion techniques.

During the  yea r ended June 3 0 , 2 0 1 2 , there  were  no tra nsfers between level 1  a nd level 2  fa ir va lue

mea surements, a nd no tra nsfers into a nd out of level 3  fa ir va lue mea surement.

32.  REMUNERATION OF CHIEF EXECUTIVE, DIRECTOR AND EXECUTIVES

32.1 The Chief Executive O fficer is not dra wing a ny remunera tion from the Compa ny.

32.2 The director is provided with the use of Compa ny ma inta ined ca r.

32.3 The a ggrega te a mount pa id to the Directors a s a  fee for a ttending the Boa rd of Director's meetings a mount

to Rs. 0 .6  million (2011 : Rs. 0 .54  million).

33. TRANSACTIONS WITH RELATED PARTIES

Rela ted pa rties comprise of group compa nies, directors a nd executives. The Compa ny in the norma l course

of business ca rries out tra nsa ctions with va rious rela ted pa rties. Amounts due from a nd to rela ted pa rties,

remunera tion of a  director a nd executives a nd other tra nsa ctions a re disclosed in the releva nt notes to the

fina ncia l sta tements. O ther ma teria l tra nsa ctions with rela ted pa rties a re given below:

Re la tionship Nature  o f  transactions

Group compa nies Sa le of goods 486 ,693 438 ,149

Purcha se of goods 4 ,434 2 ,291

Purcha se of opera ting property, pla nt 

   a nd equipment 10 ,440 -    

Services received 16 ,526 16 ,648

Softwa re consulta ncy cha rges 2 ,952 2 ,795

Dividends pa id 10 ,696 5 ,121

O ther rela ted pa rties Insura nce premium 6,688 5 ,229

In a ddition, certa in a ctua l a dministra tive expenses a re being sha red a mongst the group compa nies.

(Rupe e s ‘000)
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2012 2011

(Bags ‘000)

AMER FARUQUE
Chief Executive

IQBAL FARUQUE
Director

2012 2011

(Rupe e s ‘000)

34. CAPACITY

Annua l insta lled ca pa city a s of June 30 , 330 ,000 265 ,000

Actua l production for the yea r 174 ,795 129 ,436

Actua l production is in line with the industry dema nd a nd the fa ct tha t the new polypropylene ba g pla nt

sta rted commercia l production from December 2011 .

35.    DATE OF AUTHORISATION

These fina ncia l sta tements were a uthorised for issue on August 13 , 2012  by the Boa rd of Directors of the

Compa ny.

36. DIVIDEND AND APPROPRIATIONS

Subsequent to the yea r ended June 30 , 2012 , the Boa rd of Directors ha s proposed the following in their

meeting held on August 13 , 2012  for a pprova l of the members a t the Annua l Genera l Meeting:

Proposed fina l ca sh dividend @ Rs. 1 .50  per sha re (2011 :

  Rs. 2 .50  per sha re) 25 ,819 43 ,031

37. CORRESPONDING FIGURES

There wa s no recla ssifica tion tha t could a ffect the fina ncia l sta tements ma teria lly.

38.    GENERAL

Figures ha ve been rounded off to the nea rest thousa nd of Rupees unless otherwise sta ted.
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162 1 to 100 5 ,967

269 101 to 500 84 ,872

192 501 to 1000 162 ,193

412 1001 to 5000 1 ,037 ,652

90 5001 to 10000 660 ,938

53 10001 to 15000 640 ,951

28 15001 to 20000 494 ,688

15 20001 to 25000 330 ,494

9 25001 to 30000 255 ,319

5 30001 to 35000 161 ,134

7 35001 to 40000 266 ,848

3 45001 to 50000 142 ,875

5 50001 to 55000 257 ,616

3 55001 to 60000 170 ,308

1 65001 to 70000 68 ,828

1 70001 to 75000 73 ,471

1 75001 to 80000 75 ,628

7 80001 to 85000 583 ,062

3 85001 to 90000 258 ,463

1 90001 to 95000 90 ,959

2 100001 to 105000 203 ,609

2 115001 to 120000 234 ,003

2 130001 to 135000 262 ,705

1 145001 to 150000 148 ,486

2 155001 to 160000 314 ,541

1 165001 to 170000 168 ,761

1 185001 to 190000 188 ,167

1 190001 to 195000 190 ,903

1 195001 to 200000 197 ,788

1 220001 to 225000 225 ,000

1 255001 to 260000 256 ,117

1 260001 to 265000 264 ,492

1 295001 to 300000 299 ,343

1 425001 to 430000 428 ,500

1 635001 to 640000 636 ,128

1 805001 to 810000 810 ,000

1 850001 to 855000 854 ,613

1 860001 to 865000 864 ,550

1 970001 to 975000 975 ,000

1 1105001 to 1110000 1 ,107 ,738

1 1175001 to 1180000 1 ,175 ,625

1 1580001 to 1585000 1 ,584 ,165

 1 ,293  17 ,212 ,500

No. o f
Share ho lde rs

Share ho lding
Share s he ld

From To
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Dire ctors, Chie f Ex e cutive  Office r, the ir spouse s

  and minor childre n

Mr. Moha mmed Fa ruque  1  1

Mr. Amer Fa ruque  1   68 ,828

Mrs. Amina  Fa ruque W/ o Mr. Amer Fa ruque  1   131 ,195

Mr. Iqba l Fa ruque  1   10 ,546

Mr. Ma hmood Fa ruque  1   188 ,167

Mrs. Cha ma n Fa ruque W/ o Mr. Ma hmood Fa ruque  1   115 ,003

Mr. Akba ra li Pesna ni  1   46 ,000

Mrs. Sa kina  Pesna ni W/ o Mr. Akba ra li Pesna ni  1   5 ,000

Mr. Asla m Fa ruque  1   148 ,486

Mr. Shehrya r Fa ruque  1   57 ,796

Mr. Arif Fa ruque  1   278 ,009

Mr. Abra r Ha sa n  1   1 ,500

Associa te d Companie s, unde rtakings and re la te d partie s

Fa ruque (Priva te) Limited  1   1 ,175 ,625

Chera t Cement Compa ny Limited  1   1 ,107 ,738

Mirpurkha s Suga r Mills Limited  1   854 ,613

Grea ves Pa kista n (Priva te) Limited  1   864 ,550

Ex e cutive s  5   79 ,348

Public Se ctor Company and Corporation  1   636 ,128

Banks, De ve lopme nt Financia l Institutions, Non Banking

  Financia l Institutions, Insurance  Companie s  4   2 ,628 ,184

Mutual Funds

Golden Arrow Selected Stocks Fund Limited  1   38 ,437

CDC - Trustee NAFA Stock Fund  1   264 ,492

Ge ne ra l Public  1 ,242   7 ,731 ,470

Othe rs  23   781 ,384

Tota l 1 ,293   17 ,212 ,500

Share ho lde rs’ Cate gory Share s he ld

Fa ruque (Priva te) Limited  1 ,175 ,625   6 .83%

Chera t Cement Compa ny Limited  1 ,107 ,738   6 .44%

Grea ves Pa kista n (Priva te) Limited  864 ,550   5 .02%

EFU Genera l Insura nce Limited  975 ,000   5 .66%

Atla s Insura nce Limited  1 ,584 ,165   9 .20%

No. o f Share ho lde rs

Pe rce ntageShare s he ld
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I /  We ___________________________________________________________________________________

of _______________________________________________________________________________________

be ing  a  member of CHERAT PACKAGING LIMITED, he reby a ppoint ______________________

______________________________ of _________________________a nother member of the compa ny

a s my/ our proxy to a ttend & vote for me/ us a nd on my/ our beha lf a t the 23rd Annua l Genera l Meeting

of the Compa ny to be held on Wednesda y, O ctober 31 , 2012  a t 11 :00  a .m. a nd a t a ny a djournment

thereof.

Signed this _________________________________ da y of _____________________________ 2 0 1 2 .

Signa ture

(Signa ture should a gree with the

specimen signa ture registered with

the Compa ny)

Note : SECP circula r of Ja nua ry 26 , 2000  is on the reverse side of this form.

WITNESSES:

1 . Signa ture:

Na me:

Address:

 

NIC or

 Pa ssport No.

2 . Signa ture:

Na me:

Address:

 

NIC or

 Pa ssport No.

IMPORTANT
Instruments of Proxy will not be considered
as va lid unless deposited or received a t the
Company’s Head O ffice a t Modern Motors
House , Bea umont Roa d, Ka ra chi-7 5 5 3 0
not la ter tha n 48  hours before the time of
holding the meeting.

Genera l Mee ting
2 3 rd  Annua l

2 0 1 2

Registered folio /  pa rticipa nt‘s

ID No. a nd A/ c. No.

Number of sha res he ld:

Revenue
Sta mp

Plea se a ffix

pr o xy  f o r m



SECURITIES AND EXCHANGE CO MMISSIO N O F PAKISTAN
STATE LIFE BUILDING, 7 -BLUE AREA.

Circula r No. 1  of 2000

sub : G UIDELIN ES FO R ATTEN DIN G  G EN ERAL MEETIN G  AN D APPO IN TMEN T O F PRO XIES

The sha res of a  number of listed compa nies a re now being ma inta ined a s “book entry security” on the Centra l

Depository System (CDS) of the Centra l Depository Compa ny of Pa kista n Limited (CDC). It ha s come to the notice

of the Commission tha t there  is some confusion a bout the a uthenticity of re leva nt documents in the ma tter of

beneficia l owners of the sha res registered in the na me of CDC for purposes of a ttending the genera l meetings a nd

for verifica tion of instruments of proxies. The issue ha s been exa mined a nd pending the further instructions to be

issued in this rega rd, the following guidelines for the convenience of the listed companies and the beneficia l owners

a re la id down:

A. Attending of meeting in person by account holders and/ or sub-account holders and persons whose

se curitie s a re  in g ro up  a cco unt a nd  the ir re g istra tio n d e ta ils a re  up lo a d e d  to  CDS:

(1 ) The compa ny sha ll obta in list of beneficia l owners from the CDC a s per regula tion #  12 .3 .5  of the

CDC Regula tions.

(2 ) In ca se of individua ls, the a ccount holder or sub-a ccount holder a nd/ or the person whose securities

a re in group account and their registra tion deta ils a re up loaded as per the regula tion, sha ll authentica te

his identity by showing his origina l Na tiona l Identity Ca rd (NIC) or origina l pa ssport a t the time of

a ttending the meeting.

(3 ) In ca se  of corpora te  entity,  the  Boa rd of Directors’ resolution / power of a ttorney with specimen

signa ture of the nominee sha ll be produced a t the time of the meeting.

B. Appointment of Proxies:

(1 ) In ca se of individua l, the a ccount holder or sub-a ccount holder a nd/ or the person whose securities

a re in group a ccount a nd their registra tion deta ils a re uploa ded a s per the Regula tion, sha ll submit

the proxy from a s per requirement notified by the compa ny.

(2 ) The proxy form sha ll be witnessed by two persons whose na mes, a ddresses a nd NIC numbers sha ll

be mentioned on the form.

(3) Attested copies of NIC or the pa ssport of the beneficia l owners a nd the proxy sha ll be furnished with

the proxy form.

(4) The  proxy sha ll p roduce  his o rig ina l N IC or o rig ina l pa ssport a t the  time  o f the  me e ting .

(5 ) in case of corpora te entity, the Board of Directors’ resolution/ power of a ttorney with specimen signa ture

sha ll be submitted a longwith proxy form to the compa ny.

Isla ma ba d, Ja nua ry 26 , 2000 .

sd.

(M. Ja ved Pa nni)
Chief (Coordina tion)

c i r c u l a r
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