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- the year then ended and we state that we have obtained
* explanations which, to the best of our knowledge and

tis the responsibility of the Com

- in Pakistan. These standards require th

a) i our apinion, proper books of accounts have been kept b

AUDITORS’ REPORT TO THE MEMBERS

We have audited thé annexed balance sheet of DOST STEELS LIMITED as at
June 30, 2007 and the related profit and loss account, cash fiow statement and
statement of changes in equity together with the notes forming part thereof, fors

all the information and

belief, were necessary for
the purposes of our audit

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

We conducted our audit in accordance with the auditing standards as applicable

atwe plan and perform the audit to obtain

., 0N a test basis, eavidence

H

supporting the amounts and disciosures in the above said statements. An audit
also includes assessing the accounting policies and significant estimates made
by management, as well as, evaluating the overal| presentation of the ahove said

statements. We believe that our audit provides a reasonable basis for our opinion
and, after'due verification, we report that:

y the Company as
required by the Companies Ordinance, 1984:

D) in our opinion:

) the balance sheet and profit and loss account logether with the notes

thereon have been drawn Up - in conformity with the Companies
Ordinance, 1984, and are in agre i >

are further in accordance with the accounting policies consistently

.applied except for the changes as stated in note -2 to the financial
statements with which we concur;

i) the expenditure .incurred duri

ng the vear was for the purpose of the
Company’s business: and -
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fif) Ethe business conducted, investments made and the ex
during the year were in accordance with the objects of

- cash flows and changes in equity for the vear then ended; and

dy In our Opinion, no Zakat was deductible at scurce under the Zakat ang Ushr

,Ordinance, 1980 (XVII| of 1980).

' ' y for the year ended June 30, 2006 were
audited by another auditor who has expressed an unqualified opinion in jtg Audit

report, dated September 28, 2008, on those financial statements.

i”‘ﬁfmfm jw’u’ﬂuﬂ**u: e
. HAROON ZAKARIA & COMPANY
’zﬁcﬁ'ﬂi CHARTERED ACCOUNTANTS
7 SER A

Place: Karachi
Dated:




DOST STEELS LIMITED

BALANCE SHEET
AS AT JUNE 30, 2007

MNote

ASSETS
NON-CURRENT ASSETS

Property, piant and equipments - < B
Long term security deposits 6

CURRENT ASSETS

Construction material stock 4
Advances, deposit and other receivable 8

Cash and bank balances : g

TOTAL ASSETS

CAPITAL AND LIABILITIES

Share capital

Authorised capital

70,000,000 ordinary shares of Rs. 10/- each

Issued, subscribed and paid up capital 10

Accumulated loss
SHAREHOLDERS' EQUITY

NON-CURRENT LIABILITIES
Long term loans 11

CURRENT LIABILITIES
Short term loan 12
Trade and other payables 1
Markup-accrued on secured lpans

Provision for taxation

COMMITMENTS 14

TOTAL CAPITAL AND LIABILITIES

The annexed notes form an integrai part of these financial

CHIEF EXECUTIVE

Restated
2007 2006
Rupees Rupees
F

1,291,267,373 500,441,370

13,579,445 1,738,558
o - 126867273
221,929 397 38,288,672 |

23,710,878 29,016,309 |
245 840 273 179,972,254
1.550,487.091 682,152 182
700,000,000 700,000,000
400,000,000 325,000,000

___ -(7.839,682) {5,257,990)
392,160,318 319,742,010
931,308,237 204 692 307

178861488 | 20,857.613
44,204,296 46,860,252
3,002,894 -

949 878 - |
227,018,536 67.717.865
1,550,487.091 682,152 182

slatemenis




DOST STEELS LIMITED

PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED JUNE 30, 2007

Sales

Cost of sales
Gross profit

Administrative expenses

Selling and distribution expense
Operating Loss

Other Income

Loss before taxation

Taxation - current

Loss after taxation

Loss per share - basic and diluted

ir
18

19

20

Z1

Restated
2007 2006
Rupees Rupees
189,975,606 - .
182,836,283 .
7,139,323 ;
5,633,578 4,534,842
3,225,309 J .
(1,719,564) (4.534,842)
87,750 ;
(1,631,814) (4,534,842)
949,878 :
(2.581,692) (4,534,847
(0.065) (0:140)

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

CHIEF EXECUTIVE




DOST STEELS LIMITED

CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2007

. Note
CASH FLOW (USED IN) / GENERATED FROM WORKING
CAPITAL

Cash used in operating aclivities before Working cédpital changes 22
Long term security deposits

Taxes paid

Net cash used in operating activities

CASH FLOW FROM INVESTING ACTIVITIES

~apital expenditure
Nef cash used in investing activities

CASH FLOW FROM FINANCING ACTIVITIES
Long tenm financing

Short term Financing ;

Proceeds from issue of capital

Net cash flow from financing activities

Net (decrease)/ increase in cash and cash equivalents
Cash and cash equivalents at beginning of the year

~3ash and cash equivalents at end of the year 9

“I'he annexed notes form an integral part of the

L T
T i

CHIEF EXECUTIVE

2007
Rupees

(65,946,238)
(11,840,887)
~ (8.033,189)

Restated
2006

- Rupees

#

(36,180,398)
© (1,738,558)

(85,820,314)

(37,918,956)

(789,104,9041|

(493,953,171)J

(789,104,904)

(493,953,171)

636,615,930

294,692,307

158,003,855 -
75,000,000 | 250,895,748 |
869,619,785 545,588,055
(5,305,433) 13,715,928
29,016,309 15,300,381
23,710,876 29,016,309

se financiai statements




DOST STEELS LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2007

Issued, subscribed

Accumulated

Description and paid up capitg! foss Tl
| = Rupees — |
Balance as on June 30, 2005 - as

previously reported 30 - a0
* Effect of change in accounting poiicy £ (723,148) (723,148)
Balance as at June 30, 2005 - restated o
30 {723,148) (723,118)

Issue of share capital 324,999 970 - 324,999,970
loss for the year after tax - restated - (4,534,842) (4.534,842)

Balance as at June 30, 2006 - restated .32.5,000.10[}0 (5,25?,990). 319,742,010

Issue of sl;lare capital 75,00{),00(}_ - 75,000,000
Loss for the period after tax - (2,581,692) (2,581.692)

Balance as at June 30, 2007 400,666,000 (7,839,682) 392,160,318

~_ The annexed notes form an integral part of these financial slalements

1
HIEF EXECUTIVE




DOST STEELS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

3.1

necessary.

LEGAL STATUS AND NATURE OF BUSINESS

Dost Steels Limited was incorporated in Pakistan on March 19, 2004 as a
company under the Companies Ordinance, 1984. The Company was converted into public

limited company with effect from May 20, 2006. The Company has applied for listing of its

shares on Karachi Stock Exchangs (Guarante_e) Limited. The registered office of the Company

is situated at 101 Chappal 'Plaza, Hasrat Mohani Road, Karachi - 74000. The principal
business of the Company include manufacturing _of steel, direct reduced iron, spo'nge iron, hot
briquetted iron, carbon steel, pig iron and special éiioy steel in different forms.

CHANGE IN ACCOUNTING POLICY

Consequent to withdrawal of Technical Reledse - 20 "Accounting
Construction Period (Reformatted - 2000)" (TR
Accountanis

for Expenditure During
- 20} issued by the institute of Chartered
of Pakistan, the accounting policy in respect of precommencemeant expenditure
has been changed. Previously, expenditure incurred by a company prior {o commencement of
commercial operalions were deferred until the commencement of commercial operalions and
thereafter allocated to the cost of Property,Plant & Equipment. Now, the expenditure incurred
prior to commencement of commercial production is classified into direct cost attributable to
the cost of asset or capital work-in-progress and indirect cost. Direct cost is allocated o
respective asset's cost and indirect cost is charg

which it is incurred. The above change has been accounted for in accordance with the
requirements of International Accounting Standard - 8 "Accountin

g Policies, Changes in
Accounting Estimates and Errors”.

Comparative information has been restated where aver

Had the poficy not been changed, the loss for the yéar would have been reduced by Rs. 2.582
million (2006:Rs 4.535 million)

STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with the accounting standards

for Economically Significant Enfity (E‘SE) as issued by the Institue of Chartered Accountants of

Pakistan (ICAP)

and approved by Securiies and Exchange Commission of Pakistan (SECP).

srivate limited

ed to profit and loss account in the period in:




3.2

4.1

4.2

2
New standards and interpretations ndt yéf adopted

The following standérds,_.amendments andf_nterpretations of approved accounting
standards are only effective for accounting periods beginning on or after 1st July 2007
and are either not reievant to Company's operations or are not expected to have a

significant impact on the Company's financial statements other than certain increased
disclosures.

IAS 1 Presentation of Financial Statements - Capital Disclosures. ’

IAS 23 Borrowing Costs (Revised).

IFRS 2 ~ Share Based Payment.

IFRS 3 Business Combinations.

IFRS 5 Non-Current Assets Held for Sale and Discontinued Operations.

IFRS 6 Exploration for and Evaluation of Mineral Resources.

IFRS 7 Financial Instruments: Disclosures.

IFRS 8 Operating Segment.

IFRIC 7 Applying the Reslatement  approach under IAS - 29
Financial Reporting in Hyperinflationary Economies.

IFRIC 8 Scope of IFRS - 2 share based payment.

IFRIC 9 Reassessment of Embedded Derivafives.

IFRIC 10 Interim Financial Reporﬁng and Impairment.

IFRIC 11 Group and Treasury Share Transactions.

IERIC 12 Services Concession Arangements.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES

Accounting Conventions

These financial statements have been prepared under the historical cost convention except as

‘otherwise disclosed in these financial stalements.

Critical accounting estimates and judgment

The preparation of financial statements in céhfé‘rmit‘y with approved accounting standards, as
applicable in Pakistan, requires managerment {o make judgments, estimates and assumptions

that affect the application of policies and the reported amounts of assets, liabilities, income
and expenses. ) '

The estimates and associated assumptions are based on historical experience and various

other factors that are believed to be reasonable under the circumstances, the resuits of which

form the basis of making the judgments about the carrying values of assels and liabilities that

are nol readily apparent from other sources. Actual results may differ from these estimates.




4.3

‘depreciation is charged in the year of disposal.

3
The eslimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimales are recognized in the period in which the estimate is revised it the

revision affects only that period, or in the period of the revision and fulure periods if the
revision affects both current and future periods:

Judgments made by management En'.’ihe appiica'tion of approved'accounting standard as,
applicable in Pakistan, that have significant effect on the financial stalements and estimates
with a significant risk of malerial judgment in the next year are as follows:
a) Property and equipment .
The Company estimates the rale of depreciation of property and equipment.
Further, the Company review the value of the assets for possible impairment on
an annual basis. Any change in the estimates in future years might affect the

carrying amounts of the respective ilems of property and eguipment with a
corresponding effect on the depreciation charge and impairment.

b) Income taxes

In making the estimates for income taxes currently payable by the Company, the

management looks at the current income tax law and the decisions of appeliate
authorities on certain issues in the past.

Property, plant and equipment

These are stated at cost less accumulated depreciation and impairment Iossés’, if any, except
for freehold land and capital wark-in-progress, which are slated at cost Depreciation on fixed

assets is charged to income by applying reducing balance method at the rates specified in the
relevant note.

Full year's depreciation is charged on the assets acquired during the year, whereas, no

Normal repairs and maintenance are charged to income as and when incurred. Major renewals
and improvements are capitalized. - '

The camrying values of fangible fixed assets are
changes in circumstances indicate that the carrying
indication exists and where the carrying

reviewed for impairment when event or
vaiue may not be recoverable. If any such

values exceed the estimated recoverable amaount, the
assels or cash-generating units are written down to their recoverable amount.

Gain/ loss on disposal of fixed assels are recognized in the profit and loss account.




4.4

4.5

4.6

4.7

4.8

Trade debis

Trade debts originated by the Company are carried at an amount, net of any allowance for any
uncolieclible amounts. An estimate for doubtful debts is made when collection of the full
amount is no longer probable. Bad debts are written-off as and when identified.

Trade and other payables

Liabililies for trade and other amounts payable are carried at cost which is the fair value of the
consideration to be paid in the future for goods and services received, whether or not billed to
‘the Company.

Taxation

a) Current

Provision for current taxation is based on taxable income at the current rates of fax after taking
into account applicable tax credits, rebates and exemptions availabie, if any, or half

percent of
turnover under the Income Tax Ordinance, 2001, whichever is higher.

b} Deferred

Deferred tax is provided in full using the balance sheet fiabi
differences arising between the tax base of assets and liabilities and their carrying amounts in

the financial statements. The amount of deferred tax provided is based on the expected
manner of realization or settiement of the carrying

rates enacted or subslantially enacted at the balance sheet date.

lity method, on temporary

The carrying amount of all deferred tax asselts are reviewed at ea

ch balance s'heet date and
raduced to the extent,

if it is no longer probable that sufficient taxable profits will be available

to ailow all or part of the deferred tax assels 1o be utilized.

Provisians

A provision is recognized when the Company has an obligation (legal or constructive), as a
result of a past event and it is probable that an outflow

of resources embodying economic
benefits will be required to settle the obligation and a reliable estimate can be made of the
amount of the obligation.

Revenue recognition

Sales of stores is recorded on dispaich of goods to customers.

amount of gasseis and liabilities, using tax




4.9

410

4.11

412

413

4.14

“using the method prescribed under the Companies Ordinance, 1984,

o

Cash and cash equivalents

Cash in hand, cash at bank and shori-term depaosits, which are held to maturity, are camied at

cost. For the purpose of cash flow statements, cash equivalent are short-term highly liquid -

insirument that are readily convertible to known amounts of cash and which are subject to
insignificant risk of changes in values.

Financial instruments

All the financial assets and financial liabilities are recognized at the time when the Company

becomes a party fo the contractual provisions of the instrument. Any gain or losses on
derecognition of the financial assets and financial lighil

currently. Financial assets are stated at their nominal value as reduced by the appropriate
allowances for estimating imecoverable amount. Mark up bearing financial liabilities are
recorded at the gross proceed

s received. Other financial liabilities are stated at their nominal
value. : 4

Off-setting of financial assets and financial liabilities
Financial assets and financial liabilities are offset and the net amount is repoﬁed in the
baiance sheet if the Company has a legally enforc

and intends either to settie on net basis or lo realize the assels and settle the liabilities
simultaneously. :

Related party transactions'

All transactions with related parties are carried out by the company at arms’ length price

Foreign currency transiation

Foreign currency transactions are translated into Pak rupees at the rate of exchange prevailing
on the date of each transaction. Assets and liabilities denominated in foreign currencies are
translated into Pak rupee at the rate of exchange ruling on the balance sheet date. Gain or
loss on foreign exchange translation are taken into profit and luss aceounts.

Borrowing cost

Borrowing costs reiated io the capital work-in-progress are capilalized in the cost of the related

assets. All other borrowing costs are charged fo profit & loss account when incurred.

itfes are taken to profit and loss account

eable right fo set off the recognized amounts
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7.1

8.1

CAPITAL WORK IN PROGRESS
Land development

Civil works

Plant and machinery

Advances for:

Fumiture, fitting & equipments

Computers & Telecommunication
Vehicle

Unaliocated Expenditure-Markup

LONG TERM SECURITY DEPOSITS

Electricity
Gas
Telephone
Rent

CONSTRUCTION MATERIAL STOCK

During the vear the company sold construction material amounting to Rs.182,836,283

L]

ADVANCES, DEPQSITS AND QTHER RECEIVABLE

Advances - considered good

Against letter of credit
Income tax

To staff

For services

To suppliers

Sales tax refundable

Deposit
Interest receivable
Other receivable

It represents balance receivable from parties against the sale of construction maleriai.

8.1

2007 2006
Rupees Rupees
10,977,712 9,500,000
100,397,951 120,243,771
902,710,098 196,226,523
794,795 2
609,000 5
581,500 474,000
112,643,614 13,974,587
1,128,714,670 340,418,881
. 1,638,558 1,638,558
11,700,000 -
20,887 -
220,000 100,000
13,579,445 1,738,558
z 112,667,273
487,893 1,745,667
15,574,018 7,540,829
1,141,000 -
97,810,925 6,881,123
47,700,860 16,600
24,404,993 22,104,453
187,119,689 38,288,672
10,154,000 3
87.750 -
24,570,958 _ -
221,929,397 38,288,672




10.

1.

112

2007 2006

Rupees Rupees

CASH AND BANK BALANCES
Cash in hand - 108,194
Cash at banks - in current account ; o 23,710,876 . 28,808,115

) i 23,710,876 . 29,016,309
ISSUED, SUBSCRIBED AND
PAID-UP CAPITAL
40,000,000 ordinary shares of Rs. 10 each fuily paid in _
cash ' : 400,000,000 325,000,000

The -shareholders are entitled to receive all distributions to them including dividend and other

entiiments in the form of bonus and right shares as and when declared by.the Company. All shares
carry "one vole" per share without restriction.

LONG TERM LOANS

Secured - from banking companies

Faysal Bank Limited ‘ 11.1 193,948 806 60,205,128
Syndicate loan 11.2 . 737,359,431 234487179
931,308,237 294,692 307

The Company has arranged a Murabaha Finance facility aggregaling to Rs. 200 million from Faysal
Bank Limited for setting up the project and repayment of letter of credit facility. The facility is secured
against first pari passu charge by way of mortgage of movable and immovab
Company, personal guarantees of the sponsors and demand promissory note in
Bank Limited. The facility is repayable in 9 semi-annual installments of Rs. 22.227
after a two years grace period from the final drawdown date. The
KIBOR + 4% per annum payable on quarterly basis. s

ie properties of the
favour of the Faysal
million commencing
facility carries markup at a rate of

The Company has arranged an aggregate finance facility
Pakistan, Askari Commercial Bank Limited, Pakistan Ind
Limited, Bank of Khyber, Pakistan Kuwait

Commercial Bank Limited as syndicate loan, w
syndicate. The loan is secured against first pa
immovable properties of the Company, first pa

of Rs. 775 miilion from National Bank of
ustrial Credit and Invesiment. Corporation
investment Company (Private) Limited and Prime
hereby Faysal Bank Limited is acting as agent of the
ri passu charge by way of marigage of movable and

fi passu charge over the hypothecated assets of the
Company, personal guarantees of the sponsors and demand promissory note in favour of the

syndicate. The facility is repayable in 9 semi-annual installmenis of Rs. 86.111 million commencing

after a two years grace period from the final drawdown date. The facility carries markup at a rate of
KIBOR + 4% per annum payable on quarterly basis.




12,

12.1

14.

— — 2007 2006
Rupees Rupees

Short term loans

Bridge Loan 21 157,350.000 -

Bank overdraft . 21.5%1 488 20,857,613
178,861,488 20,857,513

The company has arranged a Murabaha Financing facility aggregating to Rs. 275 million from Faysal

Bank Limited to meet its financing needs until the proceeds from inifial public offering are received.
This financing facility is secured against the proceeds from initial public offering. The company has
also assigned Faysal Bank all its i
This Joan carries a mark up of KIBOR + 5% It is repayable from the proceeds of initial public offering
whether received from public or underwnters in case of under subscripfion.

Restated

ghts, claims, and/or interests against the underwriting agreement.

2007 | 2006
Rupees Rupees

TRADE AND OTHER PAYABLES

Trade creditors ; 41,732,343 407,118

Accrued expenses _ 2,471,953 1,372,134

Advance against sale of construction material 45,066,000

Withholding tax payable . - _ 15,000
44 204 298 46 .8680:252

COMMITMENTS

The Company is committed to capital expendilure amounting to Rs 99.121 {2006:NIL)miltion as at the
baiance sheet date. '

SALES
Gross proceeds from sale of Construction material 208,434,614 -
Less: Sales Tax (18,459,008) -

189,975,606 -

These were steel bars principally acquired for use in the process of site constructi
acquired these in excess of ils needs and, consequently,
company disposed off the construction material,

on.The Company
as profitable opportunities were available,




16.

17

174

COST OF SALES

Purchase cost of construlion matenal

ADMINISTRATIVE EXPENSES

Salaries and other benefils
Travelling and conveyance
Rent, rates and taxes

Vehicle running and manintenance
Legal and professional charges
Entertainment expenses
Printing and stationery

Bank charges and commission
Telephone, postage and couries
Fees and subscription
Preliminary expenses

Fuel, power and water

Ulilities .

Repairs and maintenance
Adverlising expenses

General expenses

Audilors' remuneration
Depreciation

Auditors' remuneration

Audit fee

SELLING AND DISTRIBUTION EXPENSE

Freight and transportation expense
Loading and Unloading charges
Salaries of Marketing sales siaff

2007 2006
Rupees Rupees
182,836,283 -

1,127,410 60,370
30507 80,265
3,000 2.185
1,112,023 242,935
50,700 861,920
135,233 65,160
228,328 70,503
55,448 16,141
352,311 19,104
- 478,468 166,355
= 1,625,400
19,400 -
205,284 2
145,517 12,400
251,930 350,923
56,224 336,600
7.4 100,000 75,000
1,281,795 550,577
5,633,578 4,534,842
100,000 75,000
2,408,415 -
139,965 -
676,929 -

3,225,309




19.

19.1

20,

22,

10

- .2007 - 2006
Rupees ‘ ‘Rupees
OTHER INCOME
Interest on deposits = ] . 87,750 -
: : : 87,750 ‘ -

This represents mark-up of 1.5% per anhum_ on the security deposit of Rs 11.7million mainiained with

Sui Northern Gas company as a " Soft Term Loan” to the said company, repayable in 10 years.

TAXATION

Current 949 878 =5
949 878 ' =

LOSS PER SHARE - BASIC AND DILUTED

Loss attributable to ordinary sharehoiders (2.581,692) {4,534 842)

Weighted average number of ordinary shares in

issue 40,000,000 32,500,000

Loss per share - basic and diluted | (0.085) (0.140)

CASH (USED IN) 7 GENERATED FROM

WORKING CAPITAL

Loss before taxation (1,631,814) (4,534,842)

Adjustment for:

Depreciation . 1,281,785 ' 550,577
(350,019) {3,984,265)

Effect of changes in working capital

(Increase) / decrease in current asseis

Advances, deposits and ofher receivable - - {(175,607,536) 13,492,969

Construction material stock 112,667,273 (112,667,273}

Increase / {decrease) in current liabilities

Trade and other payables (2,655,956) 66,978,171

Cash used in operating activities before working capital changes : (65,946,238) (36,180,398)




23.

234

23.2

233

23.4

235

-balance

1
FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES

CONCENTRATION OF CREDIT RISK

Credit risk is the risk that one party [o a financial instrument will fail to discharge an obligation and
to cause the other party to incur a financial loss. Concentration of credit risk arise when a number
of counter parties are engaged in sir_hi‘lar business activilies or have similar economic features
that would cause their ability to meet contractual obligations to be similarly affected by changes
in economics, political or other conditions. All the financial assets of the Company are exposed to
credit risk. The Company attempis to controi credit risk by monitoring credit exposure', limiting

transaction with specific counter parties and continually assessing the creditworthiness of
counter parties.

MARKET RISK

Mafket risk is the risk thal the value of a financial instrument will fluctuate as a result of changes
in market prices whether those changes are caused by factors specific to the individual security
or its issuer or factors affecting all securities traded in the market. The main business of the
Company is trading on behalf of iis customers. Investments owned by the Company form an

insignificant portion of the balance sheel. So management is of the opinion that the Company is

not exposed to significant market risk.

LIQUIDITY RISK

Liquidity risk reflects the Company’s inability of raising funds fo meet commitments. Managemén’t

closely monitors the Company's liquidity and cash flow position. This includes maintenance of
sheet liquidity ratios, debtors and creditors concentration both in terms of the overall

funding mix and avoidance of undue reliance on large individual customers.

CASH FLOW RISK

Cash flow risk is the risk that the Company may encounter difficulty in raising funds fo meet its
obligations and commitments. The Company manages risk in this area by investing a major
portion of Company's assets in highly liquid financial assats.

FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES

The estimated fair value of financial instrument

s is not significantly different from their book vaiue
as shown in these financial statemenis. '
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12
RISK MANAGEMENT POLICIES

Risk management is carried out by the management under polices approved by baard of
directors. The board provides principles for overall risk management, as well as policies covering

specific areas like foreign exchange risk, interest rate risk and investing excessive liquidity.

FOREIGN EXCHANGE RISK

Foreign exchange risk arises mainly where receivables and payables exists due to transactions
with foreign undertakings. The management manages the risk. through efficient use of forward
covers, where permissible. The Company is nol exposed to foreign currency risk as on the
balance sheet date on assets and liabilities. '

YIELD/ MARK UP RATE RISK

Yield/ mark up rate risk is the risk that the value of the financial instrument will fluctuate due to
changes in the market yield/ mark up rates. Sensitivity to yield/ mark up rate risk arises from
mismatches of financial assets and liabiliies that mature or reprice in a given period. The
Company manages these mismatches through risk management stralegies where significant

changes in gap position can ba adjusted. However as at year end the Company has not
exposed to yield/ mark up rate risk_ '
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15
REMUNERATION AND OTHER BENEFITS TO CEO | DIRECTORS AND EXECUTIVES

The-Chiéf Executive and directors have

drawn no re'muneration or any other benefits during
the year ended June 30,2007. : '

RECLASSIFICATION

Advance from customers has been aggregated with trade and other payables. Furthermore

markup accrued on secured loans has been segregated from trade and other payables and
shown seperately on the face of the balance sheet,

. DATE OF AUTHOR!ZAT[ON FOR_ iS_SUE

These financial stalemenis have been auihonzed for issue’ by the Board of Directors of the
Companyon 2§ 8Fp 97

GENERAL

._Figures have been rounded off to the nearest rupee.

1

Chief Executive Director




