
Chief Executive’s Review

I take pleasure in presenting
the Annual Report of your
company along with audited
Financial Statements
(Separate and Consolidated)
for the year ended 
30 June 2012.

Economic Outlook
The fiscal year 2011-2012
started with high
expectations and real GDP
was projected to grow by
4.5% compared to 3% for
2010-2011. The optimism
was short-lived however;
the economy only grew 
by an estimated 3.7%. The

weak macroeconomic
performance can be
attributed to the burgeoning
energy crisis augmented by
high inflationary pressures
and weak economic policies.
Consequently, current and
fiscal account deficits soared
during the year and the
depreciating PKR to USD
parity posed severe threats
to the ongoing economic
stability and growth.

Real GDP growth for 2012-
2013 is projected at 4.3%.
The total outlay for the
period 2012-2013 is Rs. 2.9

trillion of which the
proportioned amount for the
Public Sector Development
Programme (PSDP) is 
Rs. 873 billion. 

The government is focusing
on implementing an efficient
system to streamline its 
tax collection process for
the purposes of revenue
generation. At the same
time, it needs to ensure that
the economy does not drift
away from the road to
recovery.
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Be humble and 
gentle, anger 
brings sorrows 
and confusion.

shah Abdul latif Bhitai



shAh ABdul lATif BhiTAi 
(1689 – 1752)
A devout Muslim sufi, Bhitai’s spirituality was
broad and welcoming, making room for Muslims
and hindus. Bhitai was a missionary and 
believed in practical learning. it is through his
journeys that he acquired the background for
most of his poems. he denounced extravagance,
injustice and exploitation in all forms and at all
levels, and praised simplicity and hospitality. 
his spiritual and mystic poetry carries a message
of love and universality of the human race.

Crescent Steel 
supports 

Education, 
Health, 

Environment 
and Arts.
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Financial and
Operational
Performance

Overall financial
performance
The Company’s after tax
profit for the year ended 
30 June 2012 (FY12) stood at
Rs. 342 million as compared
to Rs. 432 million in the last
year. EPS for the current year
stood at Rs. 6.05 as compared
to Rs. 7.65 in last year. 

On Group basis (including
the results of the wholly
owned subsidiary companies
Shakarganj Energy (Private)
Limited (SEL) and CS Capital
(Private) Limited),
consolidated profit after
taxation for the year
amounted to Rs. 471 million
and EPS stood at Rs. 8.34.

Financial and Operational
Performance based on
Separate Financial
Statements
The steel division’s
contribution to the bottom
line was higher than last
year, while IID remained 
at par in comparison to 
last year’s performance.
The cotton division’s financial
performance however,
fared negatively and had 
an adverse impact on the
Company’s bottom line.

Sales revenue in FY12
decreased by 10.5%, to 
Rs. 3,943 million (FY11: 4,403
million). Steel and IID
Divisions’ contribution to
the FY12 profit before tax
amounted to Rs. 279 million
and Rs. 132 million (FY11:
Rs. 170 million and Rs. 147

million), respectively. The
cotton division posted a
loss of Rs. 87.6 million in
FY12 (FY11: profits of 
Rs. 309 million), down by
128% YoY. The fall in profits
can largely be attributed 
to inventory losses of Rs. 82
million and Rs. 23 million,
charged in the first and last
quarters, respectively in
addition to a decrease in
average selling prices and
reduced margins.

Summary of operating
results as per Separate
Financial Statements:
• Sales revenue was 
Rs. 3,943 million in FY12
(FY11: Rs. 4,403 million).
• Gross profit margin 
was 13% (FY11: 18%) – 
the decrease in gross 
profit margin is mainly
attributable to the Cotton
Division’s performance.
• EBIT stood at Rs. 432
million for the current 
year (FY11: 769 million).  
• EBITDA stood at Rs. 574
million in FY12 (FY11: 
Rs. 942 million).
• EPS stood at Rs. 6.05 for the
current year (FY11: Rs. 7.65).
• Return on average capital
employed (annualized) was
12.2% (FY11: 21.8%).
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• Return on average equity
(annualized) was 11.4% 
for the current period 
(FY11: 15.7%).
• Break-up value per 
share increased to 
Rs. 54.9 (FY11: Rs. 50.9).

Business Segments

Steel Division – Operational
and Financial review
The actual mix diameter
bare pipe production during
the year was 5,236 tons
(FY11: 8,341 tons) while
capacity utilization of the
pipe plant was 14% (FY11:

24%). Coating activities
increased by 11.8% in terms
of area and stood at 275,332
square meters of pipe (FY11:
246,125 square meters).

Sales revenue from Steel
was up by Rs. 40 million 
in FY12 at Rs. 1,280 million
(FY11: Rs. 1,240 million).
During the year, the proportion
of coating revenue as a
percentage of total sales
increased to 38.4% (FY11:
26.7%) resulting in a higher
GP ratio and an improved
PBT ratio. Sales revenue and
gross profit were higher by

3.2% and 46% respectively,
compared to the
corresponding period 
last year.

Cotton Division –
Operational and 
Financial review
Unit-II of the cotton division
has been inoperative given
damages from a fire in early
2012. Consequently, Unit-I
has been the sole source of
revenue generation for the
Cotton Division. During the
year, Unit-I and Unit II
worked an average of 260
working days and produced
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The divine 
is found 
by those

with pure
and true

heart.

Bulleh shah



Bulleh shAh (1680 – 1757)
Bulleh shah practiced and enhanced the 
sufi tradition of Punjabi poetry. his style of writing
is called Kafi (refrain) – an established style of
Punjabi poetry used by Punjabi sufis and sikh
gurus. he was arguably the greatest Punjabi 
poet of all time, and perhaps one of the greatest
humanist minds of his era. Much of what is
known today about Bulleh shah, comes through
folklore, and is anecdotal; some parts have 
been connected together from his own writings; 
others passed down through oral traditions. 

Crescent Steel 
supports 

Education, 
Health, 

Environment 
and Arts.
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19.8 million Lbs. and 22.3
million Lbs. of mixed count
yarn (FY11: 17.7 million 
Lbs. and 28.8 million),
respectively. Electricity and
gas shutdowns continue to
hamper production and caused
the facilities to remain closed
for an average 106 days
during the period under review.

Cotton sales revenue stood
at Rs. 2,663 million in FY12
(FY11: Rs. 3,163 million), down
by 15.8%. This decrease is
attributable to falling cotton
prices and thinner margins
and lower sales during 
the year.

Gross profit for the year, fell
by 86.1% to Rs. 71.1 million
(FY11: Rs. 510.4 million) 
and is mainly attributable 

to inventory losses of Rs. 82
million and Rs. 23 million,
provisioned for in the first
and last quarters of FY12,
respectively. Margins came
under pressure as with falling
cotton prices average
selling prices fell by 28.6%
during the year but average
cotton consumption costs
decreased by 20.6%.

The pre-tax net loss for the
year was Rs. 87.6 million,
compared to net profit of
Rs. 308.8 million over the
same period last year. As
mentioned above, the Cotton
Division’s profitability was
impacted by write-downs
at Rs. 22 million of imported
cotton inventories, rendered
surplus after fire damages
at the fine count unit.

Investment and
Infrastructure
Development (IID)
Division – Operational 
and Financial review
The Karachi Stock
Exchange (KSE) 100 Index
opened FY12 at 12,496.03
points and closed 10.45%
higher at 13,801.41 points at
the close of FY12. The index
remained range bound
during the first two quarters
declining 1.61% during
December 2011 to close at
11,347 points. The country
faced multi faceted
challenges during the period
including increasing political
uncertainty, deteriorating
security conditions and a
reduction in military and
civil aid. 

The index resumed its
momentum during H2FY12
primarily due to a revision of
and subsequent amendment
in tax laws through the
Finance Act 2012 facilitating
the market to peak and
close May 2012 at 14,617
points. The main sectors 
that contributed to the
growth in KSE 100 index
were from the FMCG,
Chemicals, Oil and Gas 
and Construction sectors.
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Accumulated profit before
tax from IID for FY12 fell
10.2% (by Rs. 14.7 million) 
to Rs. 132 million (FY11: 
Rs. 146.7 million) of which
unrealized / realized losses
on investments ‘Held for
Trading’ equal Rs. 1.7 million.
IID revenues include dividend
income of Rs. 57.5 million on
the ‘Held for Trading’ and
‘Available for Sale’ portfolio
classifications and Rs. 100.5
million on account of reversals
of impairment on shares of
Shakarganj Mills Limited.

Income from investments in
the HFT segment valued an

average of Rs. 382.4 million
and stood at 9.52% (KSE 100
index rose by 10.45%). Income
from investments (excluding
strategic investments) on
an average investment of
Rs. 510.6 million stood at
13.02% (KSE 100 index rose
by 10.45%).

The value of investments 
in marketable securities
(excluding strategic
investments) amounted 
to Rs. 497.4 million (FY11:
Rs. 490.6 million). During the
period under review, shares
valuing Rs. 516.4 million
were purchased while

shares equaling Rs. 513.1
million were sold on account
of trading positions.

Financial and
Operational
Performance based 
on Consolidated
Financial Statements 
Consolidated profit after
tax and EPS for the Group
in FY12 stood at Rs. 471
million and Rs. 8.34 per
share (FY11: Rs. 640 million
and Rs. 11.33 per share),
respectively. The increase
in profit after taxation in
the consolidated financial
statements is due to the
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accounting treatment 
used for equity accounted
investments and consolidation
of the results of Shakarganj
Energy (Private) Limited
(SEL). During the year, SEL
posted profit before tax 
of Rs. 27.4 million (FY11 
Rs. 24.3 million).

The combined share of profits
from associates amounted
to Rs. 255 million out of
which 12.5% equaling 
Rs. 32 million was
contributed by SEL.

Balance Sheet 
The balance sheet as 
per separate financial
statements continues to
remain healthy with an
asset footing of Rs. 4,172.3
million in FY12 (FY11: 
Rs. 4,054.9 million) and current
ratio increased to 1.8:1

(FY11: 1.6:1), reflective 
of prudent asset-liability
management. The break-up
value per share has improved
to Rs. 54.9 (FY11: Rs. 50.9). 

On a Group basis, the
consolidated asset footing
stood at Rs. 5,079.8 million
(FY11: Rs. 4,905.2 million).
The break-up value per
share has improved to 
Rs. 70.9 (FY11: Rs. 63.7).
The shareholder’s fund
stood at Rs. 4,007.9 million
(FY11: Rs. 3,601.3 million).

Cash Flow
Management
Cash generated from
operations during the year
was up by 40% at Rs. 805.4
million (FY11: Rs. 574.7
million). Net increase in cash
and cash equivalents stood
at Rs. 300.6 million due to

outflows of Rs. 267.7 million
used for financing activities.
This was offset by inflows
of Rs. 288.7 million from
operating activities and 
Rs. 279.6 million from
investing activities. 

Initiatives

Steel Division
Various improvement
projects were successfully
completed during the year.
The existing facilities were
upgraded with state of the
art digital control systems
and HMI (Human Machine
Interface) capabilities. This
modernization allows for
better control, reduced
downtime and the capture
of useful data during the
pipe manufacturing process.
The data is later analyzed
and leveraged to improve
the production process. 

Heat shrink tape coating
systems were introduced 
to the product suite for
pipeline coatings. This
addition further improves
and diversifies our product
offering enabling us to
penetrate new markets. 

These system and product
investments are in accordance
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with our policies to ensure
the highest quality of product
and our ambition to maintain
our position as market leaders.

Contribution to 
National Exchequer 
and Economy 
The Company has contributed
Rs. 290.3 million towards the
national exchequer on account
of government levies and
taxes (FY11: Rs. 360.3 million).

During the year, the Company
manufactured 5,236 tons of
steel pipes and 19.8 million lbs.
of cotton yarn. Contribution
to the economy included 
Rs. 109.5 million on account
of payments to providers of
capital, Rs. 112.9 million in the
shape of shareholders’ returns
through cash dividends, and
Rs. 238.3 million for employees’
remuneration and benefits.

Quality
CSAPL is committed to the
highest standards of quality
in product delivery with a
focus on the customer. We
strive to apply cutting edge
technology and remain client
centric to drive profitability
and efficiency, with no
compromise on quality.
Every year, we make sure
incremental improvements
are made through specific
quality improvement projects
that run in parallel with our
overall strategic and process
improvement initiatives.
Effectiveness of our Quality
Management System is
ensured through an
independent quality function.

The company retains its
authorization to use API
monogram of the American
Petroleum Institute. Since

its inception in 1987, 
API signifies the highest
international standard
accredited for quality of
steel line pipes. In 1997, the
CSAPL was awarded ISO
9001 Quality Management
Standard Certificate which
it continues to maintain as
ISO 9001:2008. 

CSAPL retains ISO 14001:2004
& OHSAS 18001:2007
standards certification
awarded in 2010. Obtaining
this HSE certification was
possible through consistent
dedication and hard work of
all our people and reinforces
our commitment to the highest
standards of HSE and Quality.

With quality at the core of
everything we do, we have
become the first Pakistani
Company to have acquired
oil and gas industry specific
ISO/TS 29001 and API Q1
management system
certifications. Our team of
young engineers and quality
experts are working to
obtain the accreditation of
Laboratory Management
Systems to fulfill
requirements of ISO 17025.
Pre-assessment activities 
to have the laboratory
internationally accredited
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were carried out by PNAC
during the year.

Corporate Social
Responsibility
Corporate Social
Responsibility (CSR) is 
our strategic management-
driven initiative that integrates
our business, environmental
and citizenship activities to
uphold our values. 

At CSAPL sustainability
forms an integral part of
our corporate policy and
we seek to ensure that the
design and execution of the
solutions we offer are as

sustainable as possible.

Throughout each fiscal year,
impact investment activities
are carried out at the
workplace as well as in 
the local community. We
have developed a community
investment strategy with
the core aim of helping
disadvantaged people achieve
economic independence and
security through a designed
and structured societal
investment programme. 
Our CSR activities are
structured around societal,
environmental, social and
economic objectives. 

We believe in giving back
to the society where we
live and operate and our
impact investment strategy
allocates 2% to 5% of pretax
profit is investment in
education, health and social
development sectors. The
company invested Rs. 22.6
million during the year
(FY11: Rs. 21.17 million) 
in various programmes.  

We aspire to be recognized
as an innovative, customer-
focused company that
delivers quality products,
ensures excellent careers
for its people and contributes
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positively to the communities
in which we live and work.
To meet our CSR objectives
we believe in developing
long-term strategic alliances
with our community partners.

Commitment 
to Education:

The Citizens 
Foundation (TCF)
The Citizens Foundation is
working for the provision 
of quality education to under
privileged children in rural
and urban slums through 
its network of 830 schools
units spread across 54
districts in 93 towns and
cities of Pakistan. TCF is
currently providing quality
education to 115,000 children
(of which approximately
50% are girls) with an all
female faculty of 5,800

teachers - providing
employment to over 8,800
people nationwide.

With 15 CSAPL campuses,
our seventeen-year journey
with TCF has been a
tremendous experience.
Combined enrolment in these
schools is 3,144 children
from the most impoverished
segments of the Pakistan
society - 45% of these children
are girls. The 15th schooling
unit held its first classes
during the year and is located
at Bhone, Jhang.

We remain committed to
operational support to all
TCF-CSAPL schooling units.

Commitment to Health:

The Health Foundation (THF)
THF’s main mandate is to

educate the public on
prevention and management
methods of viral hepatitis -
a disease that is affecting
millions of people in
Pakistan. CSAPL supports
THF’s “A Hepatitis Free
Community – Model” project
that spans over a period of
four years and is to be
completed in FY15.

Indus Hospital and 
Dar us Sakoon
We continue to contribute
and support our partners,
The Indus Hospital and 
Dar ul Sukoon through our
annual budget allocated 
for contributions in the
Health Sector.

Commitment to
Community and 
the Environment:

WWF - Pakistan
At the head office, 800
Square Feet of office space
has been allocated to WWF
Pakistan allowing them to
free up funds and labor in
rent and maintenance so
that the organization is able
to focus on its core mission.
We have enjoyed sharing
our facilities with WWF for
the past 18 years and are
committed to continuing
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this partnership to conserve
the environment and to instill
a culture of care for our planet.

Earth Hour
Earth Hour is the world’s
largest public environmental
action and a global testament
of a commitment to protect
the planet. Earth Hour 
was observed at 8:30 pm 
on Saturday 31 March 2012
and CSAPL with hundreds of
millions of people in thousands
of cities across the globe
participated by switching off
unnecessary lights appliances
to highlight the threat of
climate change to our planet.

We aspire to go beyond
Earth Hour to protest climate
change both, at the work
place and at home to support
the global campaign for
environmental change.

At CSAPL, we encourage
our employees to be active
and responsible global
citizens who act in an
environmentally friendly
way when performing
everyday tasks that impact
our environment. We also
encourage our people to
take active interest in the
community projects that
we support and give 
time off to employees 
for volunteering for causes 
that are supported by us.

Paperless CSAPL
Our ‘Go Green- Go Paperless’
initiative aims to reduce and
where possible, recycle
paper consumption at the
workplace. Through this
initiative we hope to a move
towards digital storage of
documents that are
searchable, shareable,

editable, and verifiable.
CSAPL’s paperless initiative
is environment friendly,
utilizing Digital e-Signatures
for internal documentation
requirements.

Tree Plantations
At our facilities, we encourage
our employees to participate
in plantation activities. We
have undertaken various
initiatives to go green at our
facilities in Nooriabad - an
arid area on the outskirts of
Karachi and our Jaranwala
campus. Over the years our
plantation size has increased
to over 3,000 trees.

Reducing Resource Use:
Conserving Energy
We make a conscious effort
to conserve energy at our
offices, including an employee
led effort to voluntary shut
down air conditioners for
two hours every day, CSAPL
participates in an energy
management system
organized by SMEDA 
and APTMA.

In FY11, an energy audit was
conducted at our Jaranwala
facility to help ensure efficient
utilization of energy.  Based
on the recommendations of
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that audit, we have installed
energy efficient fixtures and
are continually exploring
new methods of energy
conservation.

Clean Water Initiative
During the year a Reverse
Osmosis (R.O) plant was
installed at our spinning
plant in Jaranwala to
provide accessible, clean
drinking water to our plant
workers. Through this
initiative, we hope to
decrease the spread of
water borne diseases such
as hepatitis and severe
diarrhea.

CSAPL Flood Relief Efforts
CSAPL actively engaged 
in relief efforts after the
August and September 2011
floods left over 5 million
displaced across 16
districts of Sindh. Our
employees volunteered
participation in relief effort,
visiting affected areas to
distribute ration, clothing
and medicines among flood
victims in Districts Tandoo
Allah Yar, Mir Pur Khas,
Guddo and Badin.

Health, Safety and
Environment
We impose the highest

standards of safety and
protection on our staff, 
the plant and the space 
in which we operate. The
Company is committed to
continually improve the
work place environment by
educating and briefing all
its employees, contractors
and visitors with regards 
to Health, Safety and
Environment standards. 

Through our reporting
system we are building 
a culture in which all
employees can discuss
safety openly. This is
reflected in the growing

Annual Report 2012
78



Chief Executive’s Review

Annual Report 2012
79

number of preventive
reports, which enable us 
to take prompt and more
effective action to prevent
unsafe situations.

We strive to be a step
ahead in complying with
current legislations, legal
and regulatory requirements
through an adoption of safe
working practices that
protect people, property,
computing systems, facilities
and human health within
our boundaries. Outside of
our internal safety practices,
one of our prime goals is to
protect the environment by
conserving resources and
preventing pollution in a
cost effective way.

People
People are central and
fundamental to our existence

as an enterprise and the
success of our business has
been achieved through their
continuous professionalism
and dedication. We strive to
engage our people through
recognition, to enhance
skills development and instill
a passion for challenge.
Over the years, we have
observed that our people
have evolved, personally
and professionally, and have
developed an increased
appreciation of their
surrounding environment,
community and the values
championed by CSAPL.

Training, Development
and Sustainability
Sustainable development
and impact investment is 
at the core of our business.
We support continuous
development of our people,

their capabilities and skills.
We encourage and push 
our people to pursue
professional qualifications
and certifications enabling
them to achieve further
career growth. “Jugnoo
Sabaq”, an adult literacy
programme launched in
2003 is progressing well.
The program was initiated
to help improve literacy
levels among workers 
at our facilities. Workers
lacking basic primary
education at the time of
induction were enrolled 
and are schooled through
the Jugnoo curriculum. 
The program has remained
committed to its objectives
and with every passing
year, literacy rates at our
facilities are improving.

Succession Planning 
Talent management and
succession planning is carried
out annually. A performance
development and retention
plan is designed for selected
candidates. This process
allows us to strategize and
develop management roles
for the business ensuring
that a talented pool of able
employees is ready to step
up once the need arises.
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Governance
The Board places
paramount importance on
good governance and to
this effect has developed
effective governance
structures through various
processes and frameworks.
These include “Core values”,
“Standard of Conduct for
Directors”, “Standard of
Conduct for Employees”
and “Policy statement 
of ethics and business
practices" in conformance
with the Code of Corporate
Governance in Pakistan and
International best practices.

Values and ethics exemplify
an organisation’s relationship
with its business and strategic
alliances. Governance
standards are regularly
reviewed and updated to
ensure their effectiveness

and relevance in line with
the long-term objectives 
of the Company. The 
Board acknowledges its
responsibility for the overall
strategy, management,
identification of and solution
for risks and challenges,
sustained business prosperity
and safeguarding
shareholders’ rights. 

The Board endorses the
Best Practices of the Code of
Corporate Governance as an
effective tool in discharging
these duties in addition to
enhancing the timeliness,
accuracy, comprehensiveness
and transparency of financial
and non-financial information
through accountability and
integrity.

On 28 January 2012, the
shareholders elected a

seven member Board for 
a three-year term, which
comprises of six Non –
Executive Directors (including
two Independent Directors)
and the Chief Executive. 
On the same day, an audit
committee was also
appointed comprising of
one Independent and two
Non – Executive Directors.

During the year, the Board
reconstituted the Human
Resource and Remuneration
committee that now
comprises solely of Non-
Executive Directors.
Furthermore, a Corporate
Governance and Evaluation
Committee was formed 
to assist the Board to
discharge its function as
well as monitor compliance
of the Company’s governing
principles. The above
changes in the Board and
its committees were already
in place before they were
incorporated in the revised
Code of Corporate
Governance launched by
SECP on 10 April 2012
highlighting the forward
planning of the Company. 

Four meetings of the Board
were held during the year



Chief Executive’s Review

to review and approve all
issues and matters referred
by the audit and other
committees. The issues
discussed included periodical
and annual financial
statements, corporate and
financial reporting framework,
corporate strategy, budgets,
budget forecasts with actual
cash flows, management
letters issued by the external
auditors, compliance with
relevant laws and regulations
including amendments during
the year, acquisitions and
disposals of fixed assets,
review of risks identified and
their mitigation, accounting

and internal control system
including IS controls and other
significant management
issues.

During the year, four Audit
Committee meetings were
held to review periodical and
annual financial statements,
audit plans and reports issued
by the internal audit function.
Two meetings of the Human
Resource and Remuneration
(HR & R) Committee were
held to address changes in
the regulatory environment
and review policies relating
to employee compensation
and benefit plans.

The Board of Directors
approved the appointment,
remuneration and terms and
conditions of employment of
the Chief Executive Officer,
the Chief Financial Officer,
the Company Secretary and
the Head of Internal Audit.
The Chief Executive Officer,
the Chief Financial Officer
and the Company Secretary
did not take part during the
discussion in the Board when
their respective employment
contracts were being
discussed.

The Board has formulated
and approved long-term
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strategy at the Corporate
and Business Unit levels and
placed a strong emphasis
on its monitoring. The Board
also approves the key metrics
upon which the performance
of all business segments is
measured. At the management
level, we have a robust system
of monitoring performance
of all business segments and
overall entity performance.
Each functional area has
clearly spelt out objectives
and key performance
indicators. Employee
performance measures and
incentive compensation plans
are linked to meeting the
established objectives. Entity
performance is measured
against a set of 48 financial
and non financial metrics that
include: key financial ratios
and operating statistics,
Health & Safety indicators, 

sustainability indicators,
customer and supply chain
data, production parameters,
a quality index, employee
satisfaction results and
employee turnover numbers.

The Board continuously
reviews and approves its
existing policies on rotation
basis so that the said policies
are reviewed once at least
every three years.

Achievements 2012

Top 25 Companies 
Award (KSE) 2010
The Company’s performance
was acknowledged by the
premier stock exchange of
the country by including
Crescent Steel and Allied
Products Limited in the top
25 companies for second
time in last three years. KSE

evaluates listed companies
on the basis of dividend
payout, capital efficiency,
profitability, free float of
shares, transparency and
investor relations, compliance
with the listing regulations
and good corporate
governance. The top 25
companies are selected
based on the highest scores
obtained on the basis of the
aforementioned selection
criteria. This award is
recognition of our focus on
its mission - to continue to
add value to share holders
and the economy by giving
the best returns and
continuing to operate as 
a responsible corporate
citizen while meeting the
highest level of compliance.

Best Corporate 
Report Awards 2010 
(ICAP & ICMAP)
In continuation with previous
years, our Annual Report
2010 received 2nd position
in Engineering Sector of
“Best corporate Report
Award - 2010”. The Institute
of Chartered Accountants 
of Pakistan and the Institute
of Cost and Management
Accountants of Pakistan
held the award jointly on 
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an annual basis. This reflects
our focus on excellence in
corporate governance and
the importance given to
transparency, reliability of
information and its accurate
and timely reporting to our
stakeholders.

Award of Excellence –
Best Management &
Decent Work Practices
Our company participated
and secured 1st position in
the competition for “Best
Management & Decent Work
Practices” organized by 
the Employers’ Federation
of Pakistan on their 60
years celebrations. The
participating organizations
were categorized into
Multinationals, Public and
Private Sector companies.
Our Company was the
winner in the category of

small private sector
companies.

Best Practices Award 
On OSH&E (Occupational
Safety, Health and
Environment)
The Company also secured
2nd prize in the competition
of 7th Employers’ Federation
of Pakistan Best Practices
Award on OSH&E
(Occupational Safety,
Health and Environment) 
in the Processing and 
Allied Sector.

Future prospects 
and outlook
Our outlook on 2012-13
remains optimistic; we
anticipate an improved
performance outlook as 
we expect a healthier 
order book, and for certain
pipeline projects to be

completed throughout FY13.
The pending LNG Project, if
commissioned in FY13, will
be supplying gas to the
power producing plants in
Punjab; a province that has
increasingly faced prolonged
gas shortages. Coal
gasification projects are
also being firmed up and, 
if successful, will lead to
increased requirements 
for gas pipelines.

Significant developments
have taken place in the
Iran-Pakistan (IP) pipeline
project. A pipeline design
and construction supervision
contract has been awarded;
production is expected to
commence in H2 2013 and is
being targeted for completion
by Q4 2014. We are the only
Pakistani company to be
pre-qualified for the project.
Geo-political issues continue
to mar the progress on the
IP Project. Whether the
project will be completed 
is heavily dependent on
how Pakistan tackles the
political challenges of going
through with the project and
the economic challenges it
faces due to the crippling
power crisis. 
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We foresee increasing
demand for pipelines as
various public and private
sector initiatives are at 
their advanced stages, in
the government’s effort to
expand Pakistan’s power
generation and distribution
capabilities. 

On the spinning side, after
the arrival of the new cotton
crop, prices are expected to
decline further in Q2FY13.
YoY depreciation of the
Pakistan Rupee against the
US Dollar is just over 4%,
lower than the regional
counterparts Bangladesh

Taka (11%) and the Indian
Rupee (10%). Given the
positive yarn export parity
and stable market conditions
locally, the next quarter is
expected to be promising
for the spinning sector.
CCP’s strategy is to explore
international markets and
develop the yarn export
desk to capitalize on higher
margins and minimize effects
of the loss in production
capacity and product offering.

Challenges

Liquidity: 
Funding remains a major

challenge for our main
customers who, like the 
rest of the energy sector in
Pakistan, are grappling
with issues of circular debt.

Trade Protection:
In order to protect the local
Carbon Steel Pipe Industry
North America, Europe and
Australia have imposed
Antidumping (AD) and
Countervailing Duties (CVD)
on the import of Carbon Steel
Pipes from several countries
including China and India. 

The US Department of
Commerce has "preliminarily
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determined" that circular
welded carbon-quality steel
pipes were being sold by
certain international
manufacturers at 48.43%
below fair market value 
of the product. 

Industry and Trade
Regulation continues to
remain a challenge. Local
manufacturers in Pakistan
face unfair local and regional
competition as large diameter
pipe imports are largely
unregulated, with just a 5%
variance between duties on
raw material and finished
product. Our market share
for FY12 fell to 31.2% (FY11:
44.3%) in the Bare Pipe - 
12 inch and above, product
segment. The fall in market
share was due to an
anomalous tariff structure
and unabated dumping.

Consequently, the local
industry lost 25% of market
in FY 12 to (FY11: 20%) to
imported products, at a time
when the industry was highly
underutilized due to lack of
orders. We maintained our
market share for pipe
coatings at 26%.

We have been consistently
addressing this issue with
EDB and FBR in an attempt
to seek trade remedies for
the local pipe manufacturing
industry.

Major Business Risks
and Challenges
The Company is conducting
business in a complex and
challenging environment
and is therefore exposed to
a number of external and
internal risks that may
present threats to its

success and profitability.
Every business decision
taken is based on weighing
the associated risks against
rewarding opportunities.
We take measured risks as
we strive to seize business
opportunities that are
compatible with our policies
helping ensure measured
sustainable growth.

Risk management is one of
the essential elements of
the Company’s corporate
governance and creates 
a balance between
entrepreneurial attitude and
risk levels associated with
business opportunities. The
Company has developed
and implemented a
comprehensive risk
management framework
that is integrated with the
overall business strategy of
the Company. The aim of
this system is to identify
risks early on as well as to
assess, manage, and deal
with them. It supports
recognition of developments
likely to jeopardize the
future performance of the
Company and helps take
pre-emptive action against
unnecessary risks. 
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The risk management
system also serves as a
means to systematically
record business risks of 
the Company and present 
them in a transparent and
comparable manner. It
provides reasonable assurance
that our business objectives
can be achieved and our
obligations to stakeholders;
namely, customers,
shareholders, employees

and the surrounding
communities are met 
with the highest level of
compliance and integrity.
Risk management is
primarily the responsibility
of the business managers;
however, top management
takes responsibility for the
oversight of key risks and
compliance with legal
requirements.

With an explicit understanding
that this is not an exhaustive
enumeration, the major
risks and challenges faced
by the Company along 
with measures taken for
their mitigations are set
forth below

Major business risks 

Macro economic situation and political
instability
The overall liquidity position in the
economy, fiscal deficit, reduction in PSDP
and political instability in the Country 
may adversely affect the business of 
our customers, in particular of the Steel
segment, thereby indirectly having an
impact on the Company’s operations.

Raw material sourcing / pricing
Inability to access raw materials and
growth in cost and expenses for raw
materials may adversely influence the
operations and non-availability of raw
materials may lead to liquidated damages.
Further, sensitivity in price movements 
of raw materials may lead to erosion 
of margins.

Mitigating factors / actions in place

The Company operates through diversified
business segments competing in different
industries each with its distinct
opportunities and risks. The Company
constantly seeks to increase its customer
base and product offering to maintain and
grow its revenues.

The Company aims to use its purchasing
power and long term relationships with
suppliers to acquire raw materials and
safeguard their constant delivery at the 
best conditions. The supplier base is
constantly increased to ensure uninterrupted
procurement and reduction in lead times.
The Company uses various available means
including hedging to minimize any losses
due to adverse price movements.
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Major business risks 

Investment risk
Adverse stock market developments may
affect the profitability and valuation of
assets.

Currency risk
Exchange rate fluctuations may have an
impact on financial results due to reliance
on imported raw material.

Credit risk
Credit risk is the risk of financial loss to 
the Company if a customer or counterparty
to a financial instrument fails to meet 
their contractual obligations, and arises
principally from trade receivables, bank
balances, security deposits, markup accrued
and investment in debt securities.

Safety and Security of Asset
There is a risk that operational assets of 
the company may be lost, damaged or made
redundant due to theft, fire or any other
unforeseen events that will adversely 
affect the operations of the Company.

Mitigating factors / actions in place

The Company has significant investments in
marketable securities. To reduce this risk to
an acceptably low level, it follows a
diversified investment policy and actively
manages its portfolio to match the required
risk profiles.

The Company uses various available means
to hedge against currency fluctuations to
minimize any resulting exchange losses.

To manage exposure to credit risk in respect
of trade receivables, management performs
credit reviews taking into account the
customer's financial position, past experience
and other factors. The tender approval
committee approves sales tenders and
credit terms. Where considered necessary,
advance payments are obtained from certain
parties whereas sales made to major
customers are secured through letters of
credit. Further, we limit our exposure to
credit risk by investing in counterparties
that have high credit ratings.

The company has designed and
implemented high quality standards for
safety and security of all the operational
assets and compliance with such standards
is strictly ensured and monitored. Apart from
safety and security policies and procedures,
the Company has fully insured all the assets
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Major business risks 

Cost and availability of funds
Exhaustion in the steady availability of
funds and rise in interest rates may
adversely affect liquidity and overall
financial conditions.

Internal controls
In the absence of effective internal controls,
the Company may be exposed to financial
irregularities and resultant losses.

Power and gas outage
Power and gas shortage may adversely
impact the continuity of operations.

Mitigating factors / actions in place

of the Company to safeguard them from any
unforeseen adverse event and to reduce the
resulting financial and operational loss to a
minimum level.

The significant portion of working capital
requirements of the Company is arranged
through short term financing. To successfully
mitigate these risks, the Company has secured
sufficient financing facilities to meet these
requirements. Further, the Company’s held
for trading investments portfolio is also
managed to meet the working capital
needs, if required.

A robust internal control system is in 
place that is continuously monitored by 
the Company’s Internal Audit Function and
through other monitoring procedures. The
process of monitoring internal controls is 
an ongoing process with the objective to
further strengthen the controls and bring
improvements in the system. The controls 
in place also cover areas ranging from
safeguarding of assets, compliance with
laws and regulations and accuracy and
reliability of records and financial reporting.

Smooth operations of the Company may 
get affected; in particular, of the Cotton
segment which relies primarily on gas
generators to meet its power requirements.
The Company has made arrangements to
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Major business risks 

Increase in competition through
leveraging of technological changes
Competitors may be able to identify and
implement a major technological step,
resulting in product substitution, improvement
in their production efficiencies and lower
costs. The Company’s inability to implement
similar steps may make it uncompetitive.

Employee recruitment and retention
Failure to attract and retain the right people
may adversely affect the achievement of
the Company’s growth plans.

Mitigating factors / actions in place

provide alternative power source to ensure
that operations are carried out
uninterrupted and as planned.

Through corporate agility and strong
market sensing, the Company remains
abreast with information on product
changes, demand and any technological
advancements in current manufacturing
processes to ensure that the Company 
at least matches but ideally, exceeds 
the quality and service performance of
competitors. The Company continuously
adds to its product and service offering
along with constant expansion efforts 
to meet growing capacity demands and
specific product needs.

A strong emphasis is placed on the
Company’s human resource and its skill set.
We operate the best talent management
and human resource instruments to attract,
retain, motivate, educate and nurture
personnel and staff.
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General
I would like to propose a
warm vote of thanks for the
proactive role of the Board
and its committees in guiding
the management in these
difficult times. Our employees
also deserve a vote of thanks
for all of their continued
dedication and hard work.

I am pleased to record 
our appreciation to all 
the stakeholders and 
look forward towards 
their continued support 
next year.

For and on behalf of the
Board of Directors

Ahsan M. Saleem
Chief Executive Officer
28 July 2012 
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