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Notice Of Annual General Meeting

Notice is hereby given that the 44th Annual General Meeting of the Dadex Eternit Limited will be held on Wednesday, October 22, 2(
at Dadex House, 34-A/1, Block-6, P.E.C.H.S., Shahrah-e-Faisal, Karachi to transact the following business:

1.

To receive, consider and adopt the following:

a) Financial statements for the year ended June 30, 2003 and the Auditors' Report thereon; and
b) The Report of the Board of Directors for the year ended June 30, 2003.

To consider and approve payment of 20% dividend in cash for the year ended June 30, 2003 as recommended by the Board of C
To appoint Auditors for the year ended June 30, 2004, and authorize the Directors to fix their remuneration. As required by Co
Governance, the Audit Committee has recommended and further a shareholder has proposed that only Messrs. A.F. Fergusotr
Accountants be appointed as auditor for the year ending June 30, 2004 in place of the retiring auditors Messrs. A.F. Ferguson ¢
Accountants & Messrs. Hyder Bhimji & Co., Chartered Accountants.

By Order of the Board

(MUHAMMAD HANIF IDREES)
Karachi, September 10, 2003 Company Secretary

NOTES:

1.

The Register of Members and the Share Transfer Books of the Company will be closed from October 15, 2003 to October 22,
inclusive) for the purpose of determining names of shareholders for the entitlement of cash dividend in respect of the year ende
Transfers received in order at the Registered Office of the Company by the close of business hours on October 14, 2003 will be t
the entitlement of the above.

Only those persons whose names appear in the Register of Members of the Company as at October 22, 2003 are entitled to attel
in and vote at the Annual General Meeting.

A member of the Company entitled to attend and vote may appoint another member as his/her proxy to attend and vote instead ¢
must be received at the Registered Office of the Company not less than 48 hours before the time of holding the meeting.

Members are requested to notify immediately changes, if any, in their registered address.

CDC Account Holders will further have to follow the undermentioned guidelines as laid down in Circular 1 dated January 26, 20
Securities and Exchange Commission of Pakistan.

A. For Attending The Meeting:

i. In case of individuals, the account holder or sub-account holder and/or the person whose securities are in group account and
details are uploaded as per the Regulations, shall authenticate his identity by showing his original National Identity Card (NIC
passport at the time of attending the meeting.

ii. In case of corporate entity, the Board of Directors’ resolution / power of attorney with specimen signature of the nominee sha
(unless it has been provided earlier) at the time of the meeting.

B. For Appointing Proxies:

i. In case of individuals, the account holder or sub-account holder and/or the person whose securities are in group account anc
details are uploaded as per the Regulations, shall submit the proxy form as per the above requirement.

ii. The proxy form shall be witnessed by two persons whose names, addresses and NIC numbers shall be mentioned on the for

iii. Attested copies of NIC or the passport of the beneficial owners and the proxy shall be furnished with the proxy form.

iv. The proxy shall produce his original NIC or original passport at the time of the meeting.

v. In case of corporate entity, the Board of Directors’ resolution / power of attorney with specimen signature shall be submitted (
been provided earlier) alongwith proxy form to the company.

Transport will be available for members at 11:00 a.m. sharp outside the premises of the Karachi Stock Exchange Building to take
of the meeting.
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Report Of The Board Of Directors

Dear Shareholders

The Directors of your company take pleasure in presenting you their Annual Report together with the Audited Financial Statemen
for the year ended June 30, 2003 which is the 44th year of the company’s operations.

ECONOMIC OVERVIEW

During the fiscal year 2002-2003, global economy remained subdued, owing to adverse developments unfolded on the internation
which included bursting of equity markets, sharp rise in oil prices, outbreak of SARS, affecting the international business enviror

Inspite of the frustrations of the world economy, macro economic stability of the country strengthened during the year which is ¢
growth, reduction in fiscal deficit and increased foreign exchange reserves. Monetary policy measures and improved economic g
in low interest rates. Inflow of capital reduced burden of debt servicing and provided the Government the necessary fiscal spac
Public Sector Development Programme.

However, inspite of increased liquidity and improved foreign exchange reserves, the economy did not withess any major inve
Investment decisions in the economy continued to be affected by the geo-political situation and perceptions of political stability i

BUSINESS OVERVIEW

Your company has achieved a turnover of Rs. 717 million as compared to Rs. 562 million in the previous year, which is approxir
than the previous year. The increase in turnover is mainly on account of improved volumes due to concerted efforts by Sales a
increase in new development schemes initiated by the Government. Capturing of further market share in the growing segments
Division has also contributed to increase in volumes.

Your company is striving hard to expand by making relevant investments and exploring new market segments through current &
During the year capacity and capability to manufacture plastic pipes was increased with the installation of new state-of-the-art P
manufacturing larger diameter pipes. Lately, two new pipe systems were launched within Thermoplastic Division, as a part of
capturing the mass market and taping a new segment of industry with the current product portfolio.

Thermoplastic Division, especially PVC, continued to face severe unfair competition, from influx of imported finished goods stil
anomalies and from manufacturers who provide inferior quality pipes and evade taxes. The Government needs to avoid creati
fields which hamper the progress and growth of domestic industry by tariff rationalization. There is also need to create awarene
Government departments for quality plastic piping systems.

Chrysotile Cement Division continued to have a major share in total exports as compared to Thermoplastic Division. Howeve

during the year registered decline mainly due to increasing price competition in the international market, uncertainties in the intel
due to Iraqg conflict and sluggishness in world economy.
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Report Of The Board Of Directors

[ll.  APPROPRIATIONS

Together with the unappropriated profit of Rs.2.112 million brought forward from the previous year, a total of Rs.30.526 million |
appropriation. The Directors are pleased to propose a final cash dividend of 20%. The proposed appropriations of profit of the

under:-
(Rupees '000)
Net Profit Before Taxation 58,620
Less: Provision For Taxation 30,206
Net Profit After Taxation 28,414
Add: Unappropriated Profit Brought Forward 2,112
Profit Available For Appropriation 30,526
Your Directors Have Decided To Appropriate As Under:
Transferred To Revenue Reserve, General 5,000
Proposed Final Dividend Rs.2.00 (2002: Rs.1.25) Per Share 21,528
26,528
Unappropriated Profit Carried Forward 3,998

Estimated break-up value per share as at June 30, 2003 is Rs. 40.00 (2002 - Restated : Rs. 39.37)
Earning per share for the year ended June 30, 2003 is Rs.2.64 (2002 - Restated : Rs. 0.79)

Further your directors have proposed to transfer following balances as at June 30, 2003 to general reserve:

(Rupees '000)
Fixed Assets Replacement Reserve 104,345
Dividend Equalization Reserve 22,000

V. BOARD OF DIRECTORS

Since the last report, Mr. Philippe Coens, Mr. Ray Hemstock, Mr. M. Irshad Uddin and Mr. Qazi Sajid Ali, nominees of Team S.A
shares, resigned due to disposal of shares by Team S.A. Further, Mr. Tariq Ali Jafri, also left the Board as he resigned. We wel
Mr. Towfig H. Chinoy, Mr. Riyaz T. Chinoy, Mr. Kemal Shoaib and Mr. Zafar Igbal who joined the Board in replacement of nomin
with effect from July 8, 2003 for the remainder of the term. Mr. Qazi Sajid Ali joined the Board in place of Mr. Tarig Ali Jafri wit
July 8th, 2003 for the remainder of his term.

Further, Mr. Tariq Ali Jafri and Muhammad Hanif Idrees were nominated to act as Alternate Directors for Mr. Abdul Razzak Dada
Ahmed respectively during their absence from Pakistan.

The term of office of the present Directors will expire on July 12, 2005.
During the year six [6] meetings of the Board of Directors were held. Attendance by Chief Executive & each director is given on |

V. TAXATION
Your company was admitted with effect from July 1, 2002 for handling of its tax matters under Large Tax Payers Unit (LTU).

established to provide quality service to Large Tax Payers through focussed arrangements. The establishment of LTU is one of tt
of the tax reform strategy of the Government.
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VI.

VII.

VIII.

Report Of The Board Of Directors

HUMAN RESOURCE

Industrial relations remained cordial and satisfactory throughout the year. A satisfactory agreement with CBA of Hyderabad Fac
and negotiations with CBA, Karachi Factory are in progress. Your company is making considerable investment to safeguard
company as well as those working for it and we seek understanding from the unions, particularly in the wake of difficulties and ¢
lie ahead for the business.

Your company attaches great importance to motivated, satisfied and skilled employees at all levels. Trainings were imparted ke
organizational requirements with the objective of developing people.

AUDITORS

The present auditors Messrs. A.F. Ferguson & Co., Chartered Accountants and Messrs. Hyder Bhimji & Co., Chartered Accoun
conclusion of the meeting. Being eligible, they have offered themselves for reappointment. Further, as required by Code of Cory
the Audit Committee has recommended the appointment of only Messrs. A.F. Ferguson & Co. Chartered Accountants as audito
for the ensuing year.

The Board of Directors wish to place on record and acknowledge the highest standard of professional independence, objectivity
shown by Messrs. Hyder Bhimji & Co., who have been the statutory auditors since the formation of the company in1959.
CORPORATE AND FINANCIAL REPORTING FRAME WORK

Your Board of Directors is pleased to confirm that your company has applied the principles contained in the Code of Corporat
narrated in the “Statement of Compliance With The Code of Corporate Governance for the year ended June 30, 2003"on page

hereby confirm and the Auditors in their report to the members have also certified that:

The financial statements, prepared by the management of the company, present fairly its state of affairs, the result of its operati
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, except for the changes &
2.5, 2.6 and 2.14 of the accounts. Accounting estimates are based on reasonable and prudent judgment.

International Accounting Standards, as applicable in Pakistan, have been followed in preparation of financial statements.

The system of internal control is sound in design and has been effectively implemented and monitored. The system is being con
by internal audit. The process of review will continue and any weaknesses in controls identified in the process will be removed.

There are no significant doubts upon the company’s ability to continue as 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

Key operating and financial data of the current year and the last 6 years is provided on page 37.
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X.

XI.

XILI.

XII.

Report Of The Board Of Directors

INVESTMENTS OF PROVIDENT FUND

The following is the value of investments of Provident Fund based on the latest audited accounts as at June 30, 2003:

2003 * 2002

(Rupees '000)

97,479 109,570

PATTERN OF SHARE HOLDING

A statement showing pattern of shareholding of the company as at June 30, 2003 is provided on pages 35 and 36.
No trades in the shares of the listed company were carried out by the directors, CEO, CFO & Company Secretary and their sj
children.

FUTURE OUTLOOK

Growth of your company’s sales and profitability largely depends on the general economic environment, Government’s initiatives
development and construction industry. Presently, due to availability of fiscal space with the Government, adequate allocations
development are expected. Due to ample liquidity coupled with incentives for housing and construction, activity in private anc
expected to gain further momentum, and borrowing rates are expected to remain stable.

Your company is looking for opportunities to make viable investments by taking advantage of stable mark-up rates and increase
in all products. One such step has been the investment made in the state-of-the-art new PVC extruder for manufacturing larger di
Company is also planning to further broaden the product range, explore export markets especially Afghanistan. Liaison with Gove
of fiscal and tariff anomalies (which are promoting traders at the cost of local manufacturers) will continue. Focus on continuous
efficiency of operations, to assure its continued growth and financial viability in the future is also on the agenda.

ACKNOWLEDGEMENTS

We are thankful to the Government, Shareholders, Suppliers for their support and to Customers for their cooperation and patre
also like to acknowledge the banks and financial institutions that have reposed their confidence in the company by extending fin

Our employees including all staff members and workers who are the real strength and whose untiring efforts, commitment an
enabled the management to achieve the results, deserve our applaud. We look forward to the continued zeal and enthusiasm f
force to achieve even better results in future.

On behalf of the Board of Directors

Karachi: September 5, 2003 MAQBOOL H. H. RAHIMTOOLA
CHAIRMAN
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Attendance At Board Meeting For The Year Ended June 30, 2{

Name Of Director Total No. Of Board Meetings No. Of Meetings Attended

Magbool H.H. Rahimtoola 6 6
Abdur Razzak Dada 6 -
Abu Talib H.K. Dada 6 5
M. Irshad Uddin 6 5
Zahid Zaheer 6 5
Dr. Mahmood Ahmed 6 5
Philippe Coens 6 -
Ray Hemstock 6 -
Qazi Sajid Ali 6 5
Tarig Ali Jafri 6 6
Sikander Dada - Chief Executive 6 6
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Statement Of Compliance With The Code Of Corporate Governan
For The Year Ended June 30, 2003

This statement is being presented to comply with the Code of Corporate Governance as contained in the listing regulations of Karac
for the purpose of establishing a framework of good governance, whereby a listed company is managed in compliance with the best pr
governance.

The Company has applied the principles contained in the Code in the following manner:

1.

10.

11.

12.

13.

14.

15.

16.

17.

(8]

The Company encourages representation of independent non-executive directors and directors representing minority interests on its
At present there is no executive director in the Company’s Board of Directors, other than the CEO.

The directors have confirmed that none of them is serving as a director in more than ten listed companies, including this Compan
All the resident directors of the Company have confirmed that they are registered taxpayers.

All the resident directors have confirmed that none of them has defaulted in payment of any loan to a banking company, a DFI or
a member of a stock exchange, has been declared as a defaulter by that stock exchange.

All the casual vacancies occurring during the year in the Board were filled up by the directors within 30 days.

The Company has prepared a "Statement of Ethics and Business Practices”, which has been signed by all the directors and se
employees of the Company.

The Board of Directors has adopted a vision/mission statement. Any amendments in significant policies are approved by the Boe
record of amendments in significant policies along with the dates on which they were approved has been maintained.

All the powers of the Board have been duly exercised and decisions on material transactions, including appointment and determinat
and terms and conditions of employment of the CEO have been taken by the Board.

The meetings of the Board were presided over by the Chairman. The Board met at least once in every quarter. Written notices of tt
along with agenda were circulated at least seven days before the meeting, unless an urgency warranted otherwise. The minute
were appropriately recorded and circulated.

Directors are well conversant with the listing regulations and legal requirements and as such are fully aware of their duties and re

The Board has approved appointment of CFO, Company Secretary and Head of Internal Audit, including their remuneration and t¢
of employment, as determined by the CEO.

The CFO (who is also the Company Secretary) is an associate member of the Institute of Chartered Accountants of Pakistan and al
of the Institute of Cost & Management Accountants of Pakistan.

The Company Secretary (who is also the CFO) attends Board Meetings of the Company.

The director's report for this year has been prepared in compliance with the requirements of the Code and fully describes the salier
to be disclosed.

The financial statements of the Company were duly endorsed by CEO and CFO before approval of the Board.
The directors, CEO and executives do not hold any interest in the shares of the Company other than that disclosed in the pattern

The Company has complied with all the corporate and financial reporting requirements of the Code.
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Statement Of Compliance With The Code Of Corporate Governan
For The Year Ended June 30, 2003

18. The Board has formed an audit committee. It comprises four members, of whom three are non-executive directors including the
committee.

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

20. The Board has set-up an effective internal audit function.

21. The statutory auditors of the Company have confirmed that:

a. they have been given a satisfactory rating under the Quality Control Review programme of the Institute of Chartered Accountants
b. they or any of the partners of the firm, their spouses and minor children do not hold shares of the Company; and

c. the firm and all its partners are in compliance with International Federation of Accountants (IFAC) guidelines on code of ethics as
Institute of Chartered Accountants of Pakistan.

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

23. We confirm that all other material principles contained in the Code have been complied with.

MAQBOOL H. H. RAHIMTOOLA
Karachi: September 05, 2003 Chairman
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Auditors’ Review Report On Statement Of Compliance

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

We have reviewed the Statement of Compliance with the best practices contained in the Code of Corporate Gov
by the Board of Directors of Dadex Eternit Limited to comply with the Listing Regulation No.37 of the Karachi S

(Guarantee) Limited where the Company is listed.

The responsibility for compliance with the Code of Corporate Governance is that of the Board of Directors of the
responsibility is to review, to the extent where such compliance can be objectively verified, whether the Statemen
reflects the status of the Company's compliance with the provisions of the Code of Corporate Governance and
not. A review is limited primarily to inquiries of the Company personnel and review of the various documents |

Company to comply with the Code.

As part of our audit of the financial statements we are required to obtain an understanding of the accounting and
systems sufficient to plan the audit and develop an effective audit approach. We have not carried out any speci
internal control system to enable us to express an opinion as to whether the Board's statement on internal co

controls and the effectiveness of such internal controls.

Based on our review nothing has come to our attention which causes us to believe that the Statement of Comy
appropriately reflect the Company's compliance, in all material respects, with the best practices contained i

Corporate Governance as applicable to the Company for the year ended June 30, 2003.

A.F. FERGUSON & CO. HYDER BHIMJI & CO.
Chartered Accountants Chartered Accountants

Karachi, September 5, 2003
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Auditors’ Report To The Members

We have audited the annexed balance sheet of Dadex Eternit Limited as at June 30, 2003 and the related profit and loss account, cas
and statement of changes in equity together with the notes forming part thereof, for the year then ended and we state that we have
information and explanations which, to the best of our knowledge and belief, were necessary for the purposes of our audit.

It is the responsibility of the company’s management to establish and maintain a system of internal control, and prepare and prese
statements in conformity with the approved accounting standards and the requirements of the Companies Ordinance, 1984. Our respor
an opinion on these statements based on our audit.

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

a) in our opinion, proper books of accounts have been kept by the company as required by the Companies Ordinance, 1984;
b) in our opinion:

i) the balance sheet and profit and loss account together with the notes thereon have been drawn up in conformity with the Comy
1984, and are in agreement with the books of account and are further in accordance with accounting policies consistently ap
the changes as stated in notes 2.5, 2.6 and 2.14 with which we concur;

i) the expenditure incurred during the year was for the purpose of the company’s business; and

iii) the business conducted, investments made and the expenditure incurred during the year were in accordance with the object:

c) in our opinion and to the best of our information and according to the explanations given to us, the balance sheet, profit and lo
flow statement and statement of changes in equity together with the notes forming part thereof conform with approved accountir
applicable in Pakistan, and, give the information required by the Companies Ordinance, 1984, in the manner so required and resj
and fair view of the state of the company’s affairs as at June 30, 2003 and of the profit, its cash flows and changes in equity for
ended; and

d) in our opinion Zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980), was deducted by the comp:
in the Central Zakat Fund established under Section 7 of that Ordinance.

A.F.FERGUSON & CO. HYDER BHIMJEE & CO.
Chartered Accountants Chartered Accountants

Karachi, September 5, 2003
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Balance Sheet As At June 30, 2003

¢ 2003 ¢ 2002
(Rupees '000)
Tangible fixed assets Restated
Operating fixed assets 3 205,663 168,285
Capital work-in-progress 4 - 94
205,663 168,379
Long-term investment 5 5,000 5,000
Long-term loans and advances 6 712 1,461
Long-term deposits 7 3,559 7,086
Deferred taxation 8 - 3,506
214,934 185,432
Current assets
Stores and spares 9 48,141 50,483
Stock-in-trade 10 287,832 184,663
Trade debts 11 59,413 86,530
Loans and advances 12 13,345 15,222
Trade deposits and short-term prepayments 13 10,612 13,937
Other receivables 14 376 596
Investments - held to maturity 15 295 2,996
Taxation recoverable 39,615 41,183
Cash and bank balances 16 36,477 70,359
496,106 465,969
Current liabilities and provisions
Short-term finances 17 94,048 40,000
Creditors, accrued and other liabilities 18 136,577 118,906
Current portion of liabilities against assets
subject to finance lease 19 26,012 24,522
Proposed dividend 21,528 13,455
278,165 196,883
Net current assets 217,941 269,086
Liabilities against assets subject to finance lease 19 357 30,766
Deferred taxation 8 1,880
Commitments 20
Net assets 430,638 423,752
Financed by:
Issued, subscribed and paid-up capital 22 107,640 107,640
Reserves
Capital 23 5,655 110,000
Revenue 23 313,345 204,000
Unappropriated profit 3,998 2,112
322,998 316,112
Shareholders' equity 430,638 423,752
The annexed notes form an integral part of these accounts.
Muhammad Hanif Idrees Sikander Dada Magbool H. H. Rahimtoola
Chief Financial Officer Chief Executive Chairman
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Profit And Loss Account For The Year Ended June 30, 2(

e 2003 ¢ 2002
(Rupees '000)
Restated
Turnover 24 717,168 562,226
Cost of goods sold 25 503,898 411,282
Gross profit 213,270 150,944
Administration, selling and distribution expenses 26 154,642 142,639
Operating profit 58,628 8,305
Other income 27 14,255 30,152
72,883 38,457
Financial charges 28 8,997 23,828
Other charges 29 5,266 2,085
14,263 25,913
Profit before taxation 58,620 12,544
Taxation 30 30,206 4,046
Profit after taxation 28,414 8,498
Unappropriated profit brought forward 2,112 7,069
Profit available for appropriation 30,526 15,567
Appropriations:
General reserve 5,000 -
Proposed final dividend Rs.2.00 (2002: Rs.1.25) per share 21,528 13,455
26,528 13,455
Unappropriated profit carried forward 3,998 2,112
Rupees Rupees
Earnings per share 31 2.64 0.79
The annexed notes form an integral part of these accounts.
Muhammad Hanif Idrees Sikander Dada Magbool H. H. Rahimtoola
Chief Financial Officer Chief Executive Chairman
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Cash Flow Statement For The Year Ended June 30, 200

o 20083 o 2002
(Rujzess00DO)

CASH FLOW FROM OPERATING ACTIVITIES

Cash generated from operations 36 49,524 188,892
Interest / mark-up paid (2,059) (21,722)
Taxes paid (23,252) (21,868)
Long-term loans and advances (net) 749 442
Long-term deposits (net) 3,627 92
Net cash inflow from operating activities 28,489 145,836

CASH FLOW FROM INVESTING ACTIVITIES

Fixed capital expenditure

Investments

Proceeds from disposal of fixed assets
Interest received

Net cash (outflow) on / inflow from investing activities (74,960)

CASH FLOW FROM FINANCING ACTIVITIES

Liabilities against assets subject to finance lease (28,919 (20,440)
Short-term borrowing obtained (net of repayment) / repayment 50,000 (11,492)
Dividends paid (12,540 (19,927)
Net cash inflow from / (outflow) on financing activities 8,541 (51,859)
Net (decrease) / increase in cash and cash equivalents (37,930) 128,111

Cash and cash equivalents at beginning of the year 70,359 (57,752)
Cash and cash equivalents at end of the year 37 32,429 70,359

The annexed notes form an integral part of these accounts.

Muhammad Hanif Idrees Sikander Dada Magbool H. H. Rahimtoola
Chief Financial Officer Chief Executive Chairman
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Statement Of Changes In Equity For The Year Ended June 30, 2(

Balance as at June 30, 2001

Effects of changes in accounting policies

in respect of
- stock-in-trade
- stores and spares

Balance as at July 1, 2001 - Restated

Profit after taxation for the year ended
June 30, 2002 as previously reported

Effects of changes in accounting policies

in respect of
- stock-in-trade

- stores and spares

Profit after taxation for the year ended
June 30, 2002 as restated

Proposed dividend
Balance as at June 30, 2002 - Restated

Transfer to general reserve

Profit after taxation for the year ended
June 30, 2003

Transfer to general reserve

Proposed dividend

Balance as at June 30, 2003

2.6
2.5

2.6
2.5

Capital Reserves

Share Capital
Fixed Assets
Replacement

Revenue Reserves

qualisation
Unappropriated

Profit

ividend

D)
E

(Rupees '000) Restated
107,640 104,345 5,655 22,000 182,000 1,318 422,958
- - - - - 3,256 3,256
- - 5 - - 2,495 2,495
107,640 104,345 5,655 22,000 182,000 7,069 428,709
- - - - - 12,737 | 12,737
- - - - - (4,194) (4,194)
- - - - - (45 (45
- - - - - 8,498 8,498
- - - - - (13,455) (13,455)
107,640 104,345 5,655 22,000 182,000 2,112 423,752
- (104,345) - (22,000) 126,345 - -
107,640 - 5,655 - 308,345 2,112 423,752
- - - - - 28,414 28,414
- - - - 5,000 (5,000) =
- - - - - (21,528) (21,528)
107,640 - 5,655 - 313,345 3,998 430,638

The annexed notes form an integral part of these accounts.

Muhammad Hanif Idrees
Chief Financial Officer

Sikander Dada
Chief Executive

Magbool H. H. Rahimtoola
Chairman
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Notes To The Accounts For The Year Ended June 30, 2(

1. THE COMPANY AND ITS OPERATIONS

The company is a limited liability company incorporated in Pakistan and is listed on the Karachi Stock Exchange. The addres:
office is Dadex House, 34-A/1, Block 6, P.E.C.H.S., Shahrah-e-Faisal, Karachi.

It is engaged in the manufacture and sale of construction material which mainly includes piping system and other allied produc
from chrysotile cement, rubber and plastics; and merchandising of imported fittings, accessories and other building products.

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

2.1 Statement Of Compliance
These financial statements have been prepared in accordance with the approved accounting standards as applicable in Pakistan &
of the Companies Ordinance, 1984. Approved accounting standards comprise of such International Accounting Standards (IASs
the provisions of the Companies Ordinance, 1984. Wherever the requirements of the Companies Ordinance, 1984 or directi\
Securities and Exchange Commission of Pakistan (SECP) differ with the requirements of these standards, the requirements
Ordinance, 1984 or the requirements of the said directives take precedence.

2.2 Accounting Convention

These financial statements have been prepared under the historical cost convention except that certain exchange elements r
2.15 have been incorporated in the cost of the relevant fixed assets.

In the current year the following International Accounting Standards became applicable to the company:

- 1AS 12 Income Taxes ( Revised 2000 )
- 1AS 40 Investment Property

Consequent to the applicability of the IAS 12, the company has changed its accounting policy with respect to deferred taxatior
note 2.14 .

The applicability of IAS 40 did not have any impact on the financial statements of the company.
2.3 Tangible Fixed Assets
a) Owned

Operating fixed assets are stated at cost less accumulated depreciation except freehold land and capital-work-in progress wh
cost. Cost in relation to certain fixed assets signifies historical cost and exchange differences capitalised as referred to in note 2

Depreciation is charged to income applying the straight-line method whereby the cost of an asset is written off over its estimatec
Cost of leasehold land is amortised equally over the period of lease.

Depreciation on additions to fixed assets during the year is charged for the whole year while no depreciation is charged on fixe
of during the year.

Gains and losses on disposal of assets are taken to the profit and loss account.
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2.5

2.6

Notes To The Accounts For The Year Ended June 30, 20

Maintenance and normal repairs and replacements are charged to income as and when incurred. Major renewals and improvem
and the assets so replaced, if any, are retired.

b) Leased

Assets subject to finance lease are stated at the lower of the present value of minimum lease payments under the lease agre
fair value. Depreciation is charged using the same basis and rates used for similar owned assets whereby the cost of assets I¢
is written off over their estimated useful lives.

Investment

Investment in non-listed equity securities of an associated undertaking and those which are held to maturity are stated at cost
diminution in value. Provision in respect of any diminution in the value of long-term investment is considered only if there is a perr
in the value of the investment.

Stores And Spares

During the year the company has changed its accounting policy in respect of valuation of felt and sievemesh included in store
has decided to value all items at cost determined using the moving average basis. Previously, felt and sievemesh included in
were valued at cost using the last-in-first-out basis while all other items were valued at cost using the moving average basis. The
made to comply with the benchmark treatment specified in International Accounting Standard 2: Inventories. The change in polic
retrospectively and the comparative information has been restated. The effect of the change in policy on the opening unappro
the current and prior period is disclosed in the Statement of Changes in Equity. Had the accounting policy not been changed,
year before taxation would have been higher by Rs. 2.734 million.

Items in transit are valued at cost comprising invoice value plus other charges incurred thereon.

Stock-In-Trade

a) Raw materials

During the year the company has changed its accounting policy in respect of valuation of chrysotile included in raw materials at
value all items at cost determined using the moving average basis. Previously, chrysotile included in raw material was valued
last-in-first-out basis while all other items were valued at cost using the moving average basis. The change has been made tc
benchmark treatment specified in International Accounting Standard 2: Inventories. The change in accounting policy has been apy
and the comparative information has been restated. The effect of the change in policy on the opening unappropriated profit fo
prior period is disclosed in the Statement of Changes in Equity. Had the accounting policy not been changed, the profit for the ye
would have been higher by Rs. 0.394 million.

Items in transit are valued at cost comprising invoice value plus other charges incurred thereon.

b) Work-in-process

Work-in-process is valued at prime cost and an appropriate portion of manufacturing overheads.
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Notes To The Accounts For The Year Ended June 30, 2(

c) Finished goods

Finished goods are valued at lower of moving average cost and net realisable value. Cost includes prime cost and an appr
manufacturing overheads.

Net realisable value signifies the estimated selling price in the ordinary course of business less estimated cost of completion an
necessarily to be incurred to make the sale.

2.7 Trade Debts

Trade debts are carried at original invoice amount less an estimate for doubtful receivable balances based on review of outsta
year end. Bad debts are written off when identified.

2.8 Provisions
Provisions are recognised when:
a) the company has a present obligation (legal or constructive) as a result of past events;
b) it is probable that an outflow of resources will be required to settle the obligation; and
c) areliable estimate of the amount can be made.
2.9 Liabilities And Finance Charge Against Assets Subject To Finance Lease
Liabilities against assets subject to finance lease are accounted for at net present value of minimum payments under the leas
Finance charges under the lease arrangements are allocated to periods during the lease term so as to produce a constant perio
cost on the outstanding balance of the principal liability of each period.
2.10 Revenue Recognition
- Sales are recorded on despatch of goods to customers.
- Dividend income is recognised when the right to receive the dividend is established.
- Income on short-term investments is recognised on accrual basis.
- Rental income is recorded on accrual basis.
2.11 Turnkey Projects
Revenue is recognised on the basis of approved quantities of pipes supplied. The value of pipes supplied to date and the relate
respect thereof are recognised as an expense. Any anticipated losses on these contracts are recognised immediately by trans

revenue to contingency account. Revenue arising from work variations and claims is not accounted for unless it is probable that
approve the variation/claim and the amount of revenue arising from variation/claim can be measured reliably.
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Notes To The Accounts For The Year Ended June 30, 2(

Retirement Benefits

The company operates an approved contributory provident fund for all permanent employees.

Compensated Absences

The company provides for its estimated liability towards leaves accumulated by employees on an accrual basis using current sa
Taxation

a) Current

Provision for current taxation is based on taxable income after taking into account tax credits available, if any.

b) Deferred

During the current year the company has changed its accounting policy in respect of deferred taxation. The change has been m:
the requirements of the revised International Accounting Standard 12; " Income Taxes " which became applicable for financial f
on or after January 1, 2002. Accordingly, deferred tax is now recognised on all major temporary differences between the carn
financial reporting purposes and the amounts used for taxation purposes. Until last year, the company accounted for deferre
material timing differences using the liability method. The change in accounting policy did not have any effect on the profit and
the year.

Foreign Currency Translation

Assets and liabilities in foreign currencies are translated into rupees at the rates of exchange approximating those prevailing at 1
date.

Exchange differences in respect of foreign currency loans obtained for acquisition of fixed assets are incorporated in the cost of th
All other exchange differences are taken to the profit and loss account.

Cash And Cash Equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the purposes of cash flow statement, cash equivalent
highly liquid investments that are readily convertible to known amounts of cash and which are subject to insignificant changes in

Financial Instruments

Financial Instruments carried on the balance sheet include investments, receivables, cash and bank balances and trade credit
recognition methods adopted are disclosed in the individual policy statement associated with each item.
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Notes To The Accounts For The Year Ended June 30, 2(

3. OPERATING FIXED ASSETS

3.1 The following is a statement of operating fixed assets :

AN
o
o
N
—
=
>
g
-
<

At June 30, 2003

Additions/
(disposals)

Accumulated Depreciation

At July 1, 2002

al
d
2003

(accumulate
reciation

p
on disposals)

Charge for the ye
At June 30,

/
de

(Rupees '000)

at June 30, 2003

Book value

OWNED ASSETS
Freehold land 4,638 - 4,638 - - = 4,638
Leasehold land 5,292 - 5,292 1,432 66 1,498 3,794
Building on freehold land 1,932 - 1,932 831 117 948 984
Factory buildings on leasehold land 36,128 114 36,242 28,116 1,378 29,494 6,748
Building on leasehold land other than faé6/224 276 66,500 15,738 3,082 18,820 47,680
Plant and machinery 291,226 72,936 364,162 244,308 21,782 266,090 98,072
Furniture and fixtures 2,919 179 3,098 1,208 273 1,481 1,617
Vehicles and transportation equipmen8,134 7,942 14,222 7,547 1,566 8,748 5,474
(1,854) (365)
Office and factory equipment 3,072 1,704 4,776 851 1,125 1,976 2,800
ASSETS UNDER FINANCE LEASE
Plant and machinery 76,173 - 76,173 28,946 14,473 43,419 32,754
Office and factory equipment 1,156 - 1,156 440 220 660 496
Vehicles and transportation equipmentl,010 - 1,010 202 202 404 606
2003 497,904 83,151 579,201 329,619 44,284 373,538 205,663
(1,854) (365)
2002 475,938 24,990 497,904 295,937 35,072 329,619 168,285

(3,024)

(1,390)

@
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Notes To The Accounts For The Year Ended June 30, 2(

3.2 The Depreciation Charge For The Year Has Been Allocated As Follows:

Note ¢ 2003 ¢ 2002
(Rupces '000)
Cost of goods sold 25 31,302 22,947
Administration, selling and distribution expenses 26 12,982 12,125
44,284 35,072

3.3 The Following Fixed Assets Were Disposed Of During The Year:

E
85 S S
Sg Y 2
ED £5 E
a (DR Eg—] =
28 gL 5
Vehicles and 75 43 32 252 Negotiation  Mr. Salim Rajan - Ex-employee - Karachi
transportation 36 21 15 100 Negotiation  Mr. Abdul Majeed Suleman - Executive
equipment 48 27 21 133 Negotiation  Mr. Javed Yusuf Khan - Ex-employee - Karachi
75 43 32 211 Negotiation  Mr. Shahid Anvery - Executive
27 16 11 75 Negotiation  Mr. Khwaja Muntajibuddin - Executive
3 - 3 400 Negotiation  Mr. Rahim Khan Ranizai - Ex-employee - Karachi
298 - 298 548 Negotiation  Mr. Zaimuddin Ahmed - Ex-employee - Karachi
299 204 95 154  Negotiation  Mr. Abdul Aman - Karachi
54 11 43 248 Negotiation  Mr. Jawaid - Karachi
939 - 939 939 Insurance claildamjee Insurance Company Limited
1,854 365 1,489 3,060
2003 ¢ 2002
(Rupces '000)
4 CAPITAL WORK-IN-PROGRESS
Plant and machinery - 94
5 LONG-TERM INVESTMENT
Associated Undertaking
625,000 ordinary shares of Rs.10 each in

Berdex Construction Chemicals (Private) Limited 5,000 5,000

The company holds 50% shareholding in Berdex Construction Chemicals (Private) Limited. Berdex is engaged in marketing and distril
chemicals in Pakistan. The value of the company's investment on the basis of net assets of Berdex, as disclosed in the audited acc
ended June 30, 2003 amounted to Rs. 6.357 million (2002: Rs. 6.345 million).
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Notes To The Accounts For The Year Ended June 30, 2(

2003 2002
(Rupees '000)
6 LONG-TERM LOANS AND ADVANCES
considered good
Due from executives 892 1,621
Less: receivable within one year 12 333 567
559 1,054
Due from employees 452 1,151
Less: receivable within one year 12 299 744
153 407
712 1,461
Loans to executives and employees are given for purchase of motor cars, motorcycles, cycles, computers and festivals adv:
repayable between two months to five years. All the loans are granted in accordance with the terms of employment.
The maximum aggregate amount of loans due from executives at the end of any month during the year was Rs. 1.165 million
(2002: Rs. 1.765 million).
Note ¢ 2003 2002
(Rupees '000)

7 LONG-TERM DEPOSITS
Deposits with leasing companies 3,150 3,150
Less: Current portion of deposits

with leasing companies 13 3,099 -
51 3,150
Other deposits 3,508 3,936
3,559 7,086

8 DEFERRED TAXATION - -

Deferred tax credit arising due to accelerated tax
depreciation allowances and finance leases (7,247) (5,799)
Deferred debit arising in respect of certain
short-term provisions 5,367 9,305
1,880 _ 3,506
2003 2002
(Rupees '000)

9 STORES AND SPARES Restated
Stores 5,186 5,182
Spares 43,843 44,326
Consumable accessories 5,143 7,858
Loose tools 1,299 1,156
Items in transit 761 167,

56,232 58,689
Provision for slow moving and obsolete spares (8,091) (8,206)
48,141 50,483
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Notes To The Accounts For The Year Ended June 30, 2(

* 2003 * 2002

(Rupees '000)
10 STOCK-IN-TRADE Restated
Raw materials
- in hand 136,671 56,641
- in transit 19,753 =
156,424 56,641
Work-in-process 21,704 22,597
Finished goods (including in transit Rs. NIL;
2002: Rs. 0.416 Million) 109,704 105,425

287,832 184,663

* 2003 * 2002

(Rupees '000)
11 TRADE DEBTS

unsecured
Against turnkey projects - considered good 18,595 31,007
- considered doubtful 19,366 12,234
37,961 43,241
Less: Provision for doubtful debts 19,366 12,234
18,595 31,007
Other than turnkey projects - considered good 40,818 55,523
- considered doubtful 29,011 17,771
69,829 73,294
Less: Provision for doubtful debts 29,011 17,771
40,818 55,523
59,413 86,530

Provision for doubtful debts against turnkey projects represents estimate of the loss expected to be incurred on pipes supplied but n
to date on various projects.

Amounts due from associated undertakings at the year end aggregated to Rs.0.128 Million (2002: Rs.0.259 Million). The amour
June 30, 2003 was due from Berger Paints Pakistan Limited and Berdex Construction Chemicals (Pvt) Limited.

The maximum aggregate amount due from associated undertakings at the end of any month during the year was Rs. 0.232 millio
million).
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Notes To The Accounts For The Year Ended June 30, 2(

Note ¢ 2003 ¢ 2002
(Rupees '000)
12 LOANS AND ADVANCES - considered good

Loans to:
- executives 6 333 567
- employees 6 299 744

Advances to:
- executives 588 341
- employees 413 244
- associated undertaking 229 -
- suppliers / contractors 5,506 7,321
- contractors for turnkey projects 5,837 5,865
- others 140 140

13,345 15,222

The maximum aggregate amount of advances due from associated undertaking and executives at the end of any month dt
Rs. 0.229 million (2002: Rs. Nil) and Rs. 1.891 million (2002 : Rs. 0.352 million) respectively.

Note ¢ 2003 * 2002
(Rupees '000)
13 TRADE DEPOSITS AND SHORT-TERM PREPAYMENTS
Trade deposits 7,307 10,669
Provision against doubtful trade deposits (3,000) -
4,307 10,669
Other deposits 40 -
Current portion of deposits with leasing companies 7 3,099 =
Advance against purchase of fixed assets 976 939
Short-term prepayments 2,190 2,329
10,612 13,937
14 OTHER RECEIVABLES - considered good
Accrued income on investments 334 489
Others 42 107
376 596
15 INVESTMENTS - held to maturity
Defence Savings Certificates 295 295
Special US S Bonds - 2,701
295 2,996

Profit on Defence Savings Certificates is accrued for each completed year in accordance with the rates specified at the time of i
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Notes To The Accounts For The Year Ended June 30, 2(

Note 2003 2002
(Rupees '000)
16 CASH AND BANK BALANCES
Deposit accounts 16,174 55,597
Current accounts
- Foreign currency 15 523
- Local currency 20,179 13,750
Cash in hand 109 489
36,477 70,359
17 SHORT-TERM FINANCES - secured
Running finances utilised under mark-up arrangements 17.1 4,048 -
Term finances 17.2 90,000 40,000
94,048 40,000

17.1 The facilities for short-term running finances under mark-up arrangements available from various banks amount to Rs. 345 millio
million). The facilities expire on various dates by April 2004. The facilities carry mark-up at 8% to 9% (2002 : 12.05% to 16.79
These arrangements are secured by pari-passu charge against hypothecation of the company's stock-in-trade and trade debts.

17.2 The facilities for secured term finance available from various banks amount to Rs. 90 million (2002 : Rs. 75 million) and :
December 2003. These arrangements are secured by pari-passu charge against hypothecation of the company's stock-in-trad
The mark-up rates on the these finances range from 3.12% to 3.65% (2002 : 8.00% to 13.50%) per annum.

Note 2003 * 2002
(Rupees '000)
18 CREDITORS, ACCRUED AND OTHER LIABILITIES

Trade creditors 3,821 3,796
Bills payable 18,275 -
Sales tax payable 11,823 11,281
Accrued liabilities 49,291 42,798
Liability for capital expenditure 2,106 2,497
Advance from contractors against turnkey projects 6,541 8,283
Contingencies - turnkey projects 211 12,212 7,089
Accrued mark-up on secured short-term finances 701 725
Advances from customers 14,599 22,720
Workers' Profit Participation Fund 18.1 3,164 919
Workers' Welfare Fund 2,559 5,027
Advances from tenants - 2,029
Dividend payable 9,168 8,253
Other liabilities 2,317 3,489

136,577 118,906

Amount due to an associated undertaking at the year end was Rs. 0.223 million (2002 : Rs. 0.008 million).
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