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Mission & Vision

Mission Vision

Ta maintain its position as leader in providing seamless

To emerge as aleader among pipes and tubes and engineering goods and services in
' local market,
the respﬁﬂsi ble co rpﬂrate To explore export market and get benefit of competitive
advantage ofits internationally recognized products.
citizens, benefiting all its To introduce and adopt best practices within the
company to achieve its objectives.
stakeholders thmugh To maintain high standard and quality of its products

. ti iniit d ¢ d while bringing cost effectiveness.
IOV AKON IS pr ucts an To provide adequate return fo its investors.
services, Te maintain congenial relatienship with all of its
stakeholders particularly employees, customers and
suppliers.

To establish and maintain safe, healthy and
anvironment-friendly systems,
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International
Certifications
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APIQ1, API 5L, API 5CT, 1ISO 9001:2008,
OHSAS 18001:; 2007, IS0 14001:2004 & PED certifications
are proof of HSP's superior quality standards and commitment
to quality. Due to our superior quality standards and customer f
satisfaction the company was awarded the = |
“Industrial Affairs Award 95" and e
“Pakistan Economic Excellency Award 1996-97°
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Huffaz Seamless Pipe Industries Ltd.

Directors' Review
Dear Shareholders,
Assalam-o-Alaikum

The Directors are pleased to present the unaudited condensed interim financial information
for the three months period ended September 30, 2019. This condensed interim financial infor-
mation is presented in accordance with the requirements of Companies Act, 2017 and the
Code of Corporate Governance Regulations, 2017.

The Company's sales turnover for the quarter declined to Rs. 124.546 million as compare to
Rs. 136.820 million in the corresponding period last year mainly due low domestic and interna-
tional demand. The domestic and international industries is focusing on cheap imports from
China, further no relief is being provided from government side to domestic industry, such as
custom duty is imposed on steel products that results in increased product cost.

However, we have an optimistic outlook for the upcoming years. The local demand of our
products is expected to pick up as the Government’s intention to increase gas supply whether
through TAPI gas pipe line from Central Asia to Pakistan and India. The IP pipeline would
begin form South field of Iran to end at Nawabshah with a total distance to 1931 km out of
which roughly 781 km will be in the Pakistan side. Besides, China has agreed to invest in Oil
and gas section of Pakistan and have reached an agreement with ODGCL to come to Pakistan
in the sector and to invest billions in drilling and developing the gas reserves of the Country.

The Company is hopeful that the demand for seamless pipes will gradually expand in the next
quarters, with increasing demand for line pipe coatings. We are hopeful that the business ac-
tivity will pick up during the year.

The Board of Directors of the Company places on record its gratitude to valued shareholders,
banks, financial institutions and customers whose co-operation, continued support and pa-
tronage have enabled the Company to improve continuously. During the period under review,
relation between the management and the employees remained cordial and we wish to place
on record our appreciation for the dedication and hard work of the staff and workers of the
Company.

For and on behalf of the Board of Directors

HAFIZ ABDUL MAJID

Chief Executive

Karachi: November 22, 2019
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Hutfaz Seamless Pipe Industries Limited

Balance Sheet
Az gy Sep 30, 2009

ARSETS

Mon=Carrent Assels
Property, plant and equipmen
Long term deposits
Investmeni

Current Assets

Sones and spares
Siock=in=irade

Trade debis

Lioan and alvimoes

Trsbe deposis

Other recepvables

Aclvance tax « net of provesion

Cash and bank halanees

TOTAL ASSETS

EQUITY AND LIABILITIES

Shure Capital and Reserves

Share Capital

Share premiwm

surplos on revaloateen of property, plant and equipment
Cieneral reserves

Unappropriated profi
Total equaty

Mon-Carrent Linbilitics

Dieterrad hiablities

Current Linhilitics

Trasber amsl other payables

Short term sponsors’ sdvances

Current porteon of non-corrent liabalies

TOTAL EQUITY AND LIABILITIES

Comtimpencies and commitmenis

The annexed nodes from | fo 18 form an integral part of these financial statemenis
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Huffaz Seamless Pipe Industries Limited

Profit and Loss Account
For the perlod erded 20 Sep 20009

i e M Sep
200 2078
Nowe {Rapes in Q10—
Revenue frim comract with cistomers [Met) 124 546 138 B20
Ciost of revenuee from contract with customers 4 (123, 3861) (130 518)
Giposs Profin L1ES B 502
Selling and distribution cost {2, 208) [ 535)
Administrative expenses (14,843} (16, 3406)
[17.151} (18.B41)
{15,9066) {12,530
Uther operating charges - -
{ther operating income 4 855 4,064
Finance cost {7.544) {5.740)
Prosfit before tnxation {18,655) {13,000k
laxation i3 231,555 47 288
Profit afier faxation 4,9} Hﬁll’-?—‘!‘
-------- -......[Rupm}.-—u-uuunu
Enrmings per shore - hasic and diluted i, i 0,6l
---m--tﬂpm m '“.'lj’.uuu.....uu
Farnings Helore Irterest, Tax, r}:pn..-i.'ialinn arul
Amontisation (EBITDA) Iléﬂ 42 FE

The annexed notes from 1o 18 form an integral part of these finoncial stibements.
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Huffaz Seamless Pipe Industries Limited

Statement of Comprehensive Income
Fiar the period ended 30 Sep 2019

Profit afier @Exatson
CHher comprehensive income

fterms that will pot be reclassified subsequently
to profit and loss accouni

- Remeasurement of defined banefit cbligafion

Surples realisad on ransfer of assets o HPY

- |mpact of tax

Total comprehensive Income for the perioal

3 Sep b hep
204 2018
(Rapees in O0H}-----—--
4. M 35635
18.1.5 -
4,44 33630

The amexed notes from | e 18 form an tegral part of these Anancial staements.
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Huffaz Seamless Pipe Industries Limited

Cash Flow Statement
Ao it hre A6 2ide

CASH FLOWS FROM OPERATING ACTIVITIES

Prafit before taxation
Adjusiments for;

[epreciafion

Finnnes cosls

Provision for Leave encashment
Provision of Stalf eratuiny

Oiperating profit betore working capital changes

Changes in working cupital
Decrease ! (incresse) in corrent asscts
Finance costs paid

Ceratuity paid

Taxes paid

Mot cosh generaied from operating aclivities
CASH FLOWS FROM INVESTING ACTIVITIES

Mudddifson 1o property, plant and equipment
Met cash (us=ed) from investing activities

CASH FLIWS FROM FINANCING ACTIVITIES
Lomg Term Financing-Secured

Short term borrowings

Short term Sponsors’ advances received | (paid)

Met cash (umed) /S penerated from Ninencitg activities
Met increase in cosh & cash equivalent

Cish and cash equivalents a1 begimning of the year

Cash and cash equivalent at end of the vear

The anmexed mstes feom | o 18 form an inbegral pan of these financial statements,
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Huffaz Seamless Pipe Industries Limited

Statement of Changes in Egquity
Fuor el pering cocled 10 Sige 2004

Fesnrll, Shary Cernerul Rivahsation  Unappragicizisl Todal
Snbearihed & Premeluim Heserve Snrplns FProfit
Paid-mp Capsal
{Hupees In "H0D)

falanee @ at 0 ok 2007 54, FH4 42T 41k HK 3,240, 0E4 #07 50501 +.843,913
Total comprehcasive inesme for e vear
Profit for the year . - - - 7 ETd B7.ET
Reverl of sumplus-on revalomiion " . . (RN EY] . {A05145
CRler cimbiprelicisive wodmiic - - - T 1A ERECT 1S,
Tl canprehensive ingome for the year z =, = 5,2k T 511 112313
Sugrlus fealised on transles - - - (R 8 | e ] | 90,063 -
Treefer from saples on revalustion of
propemy, plam and cguipmest - net ol
e 18 - - - IR ORE, OR.5E8 -
Halunce ssal  30-Jum-201% 554 k44 18 ALT AL AArd, 16X 1250 T} bl ] P
Halanee ms gt 00 July 2008 54 108 43T LMK FAMLIRE 1259, T R6, 253
Tural comprehensive inesme For B perinl
Prafit Tor the year
eher pomprechensive Bomne - - - i 3N
Tomal conprehensive income for the vear . . : (2,019 14419

- - - - LB 1L, E14
Troreder from
propermy, e ond sgspmest = net of
el 15 - - - I 33 0L.533 -
Malunce g gl 30-dus-201% ﬁ-ﬂ Iﬂ‘:l.-i-."-'.r W =|mﬁ1ﬂ 1351504 !UH-IE
Halance as ai 0 Jukbe 201% 554,44 108437 41IHE] ST 4 [RLEE ) L5449
Tural compreheasive incsme for (ke poeriogd
Prafit for the year
Cibeer comprehenaive moome . - - T h.= 1] ERULH]
Todal ponprehiensive Income for the year . - - s -

= = - - &5 4,700
Tnmeder from
propery. e ond egeipmest - netal -
e feired 15 - - - (22052 22452 -
Hulunce ss ol 30-Sep-201Y ﬁl—ﬁ IW.-I-J"' -I-U'& II'!T-'la.I'.i'BT WL M
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HUFFAZ SEAMLESS PIPE INDUSTRIES LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2019

1.1

1.2

21

2.2

23

341

3.2

3.3

STATUS AND NATURE OF BUSINESS

Huffaz Seamless Pipe Industries Limited ("the Company") was incorporated in Pakistan on October 9, 1983 as a public company limited by shares.
The shares of the Company are quoted on Pakistan Stock Exchange (PSX) (formerly divided into KSE & LSE). The principal objective and business
of the Company is manufacturing and selling of seamless steel pipes and tubes (tubular products). The Company also has a coating facility capable
of applying three layer high density polyethylene coating, polypropylene coating and tape coating on steel pipes. The registered office of the Company
is situated at 207-210, Mashriq Center, Block 14, Gulshan-e-Igbal, Karachi and the factory of the Company is located at Nooriabad, District Jamshoro,
Sindh province.

These are stand alone financial statements of Huffaz Seamless Pipe Industries Limited. Consolidated financial statement have not been prepared by
the Company as disclosed in note-7

SIGNIFICANT TRANSACTION AND EVENTS AFFECTING THE COMPANY'S FINANCIAL POSITION AND PERFORMANCE

Company spend Rs. 52,207 thousand in CWIP in respect of plant and ,machinery item in last year. The company expect to complete the project

in the ensuing period. The project represents ' Spiral Welded Plant' having the capacity of producing 100,000 matric tons.The plant is expected

to increase the size of activities and operations of the company.

Sales in the year was Rs. 124,546 thousand compared to 136,820 thousand in the first quarter ended September 30, 2018 due to the effect of
stiff competion and high taxation impact on steel product.

Finance cost in the year was 7544 thousand compared to 5790 thousand in year 2018. This included interest on outstanding WPPF balance also
The outstanding balance of WPPF stood at Rs.369,033 thousand

The Directors report can be referred for detailed discussion about the company's performance accompanied in annual report of the company for the
first quarter ended September 30, 2019.

BASIS OF PREPARATION
Statement of compliance

These financial statements have been prepared in accordance with the accounting and reporting standards as applicable in Pakistan. The accounting
and reporting standards as applicable in Pakistan comprise of:

- International Financial Reporting Standards (IFRS Standards) issued by the International Accounting Standard Board (IASB) as notified under the
Companies Act, 2017; and

- Provisions of and directives issued under the Companies Act, 2017.
Where the provisions of and directives issued under the Companies Act, 2017 differ with the requirements of IFRS Standards, the provisions of and
directives issued under the Companies Act, 2017 have been followed.
Basis of measurement
These financial statements have been prepared under the historical cost convention except that:
- the obligations under employees’ defined benefit plan which are measured at present value of defined benefits less fair value of plan assets; and
- the leasehold land, factory building, plant and machinery and coating sheds are stated at fair values which are determined by the independent
valuer.
Functional and presentation currency
These financial statements are presented in Pakistan Rupees, which is the Company’s functional currency. All amounts have been rounded to the

nearest thousand, unless otherwise indicated.

SIGNIFICANT ACCOUNTING POLICIES, ESTIMATES AND JUDGMENTS

The accounting policies, estimates, judgments and the methods of computation adopted in the preparation of this condensed interim financial
information are the same as those applied in preparation of annual financial statements of the Company for the year ended June 30, 2019.

FINANCIAL RISK MANAGEMENT

The Company's financial risk management objectives and policies are consistent with those disclosed in the annual financial statements of the Company
for the year ended June 30, 2019.



6.1

6.2

6.3

6.4

Less:

741

PROPERTY, PLANT AND EQUIPMENT 30 Sep 30-Jun
2019 2019
w--------(Rupees in '000)-----------
Operating fixed assets 4,986,647 5,201,352
Capital work-in-progress 53,258 52,275
5,039,905 5,201,352
Allocation of depreciation 30 Sep 30-Jun
2019 2019

w=---------(Rupees in '000)----------

Cost of revenue from contract with customers 41,894 175,574
Administrative expenses 449 1,795
42,343 177,369

Revaluation of Property, Plant and equipment

The Company carries its leasehold land, factory building, plant and machinery and coating sheds at revalued amounts under IAS 16
'Property, Plant and Equipment'. The latest valuation was carried out on September 30, 2015 by M/s. K.G. Traders (Private) Limited, an
independent professional valuer, on the basis of present market values which resulted in a surplus on revaluation amounting to Rs. 66.272
million.

The forced sale value of land and building as per the aforesaid revaluation report was Rs. 2,897.495 million.
The forced sale value of plant and machinery as per the aforesaid revaluation report was Rs. 3,725.112 million.

Had there been no revaluation, the written down value of revalued Assets in the blance sheet would have been as follows

Land - lease hold 14,869 14,869
Building - factory 467,039 469,977
Plant and machinery 506,074 512,480
Coating sheds 61,549 61,936

The Leasehold land comprising 396.77acres of land situated at Nooriabad District Jamshoro, Sindh

Capital work-in-progress

Cost
As at 01 July Additions (Written off) /  As at 30 June
2019 (Transfers) 2020

Building - Head Office and Factory - - - -

Plant and Machinery 52,275 983 - 53,258
52,275 983 - 53,258
Cost
As at 01 July Additions (Written off) /  As at 30 June
2018 (Transfers) 2018

Building - Head Office and Factory - - - -

Plant and Machinery - 52,275 - 52,275
- 52,275 - 52,275

INVESTMENT Note

HPY Coating (Pvt.) Ltd. 71 242,121 243,187

Addition during the year 0 166

Provision : Loss of joint venture - (1,232)

Closing Balance 242,121 242121

HPY Coating (Private) Limited ("HPY") is a joint venture company incorporated in Pakistan on 17th April 2017, in collaboration with Jiangsu
PuYuan Steel Pipe Industry Company Limited (“PuYuan”) on the basis of a 55%:45% shareholding with Huffaz owning 55% (23,100,000
shares @ 10 each) of the issued share capital in HPY against transfer of Land & Building therein and PuYuan owning 45% (18,900,000
shares @ 10 each) shares against transfer of plant machinery and equipment for setting up the project. The name of the Chief Executive of
the company is Mr Hafiz Abdul Majid. The Board of directors of Joint Venture company will comprise 5(Five) directors, with Huffaz appointing
/ nominating 3 (Three) Directors and PuYuan appointing / nominating 2(Two) Directors on the Board. The Purpose of investment is setting
up a project for providing pipe coating services to its prospective customers (“Project”). This project is going to be a value addition service
for the products of Huffaz.



10.

11.

12.

13.

13.1.1

13.1.2

13.2.1

13.2.2

STOCK-IN-TRADE

Raw material - in hand
Work-in-process
Finished goods
Rejection / scrap material

TRADE DEBTS - unsecured

Considered good
Considered doubtful

Less: Provision for doubtful debts

LOANS AND ADVANCES - considered good

Advances to suppliers - unsecured 11.1
Advances to employees for expenses
Loans and advances to employees 11.2

TRADE AND OTHER PAYABLES

Trade creditors

Accrued liabilities

Sales tax payable

Tax deducted at source

Workers' profit participation fund 20.1
Workers' welfare fund

Bills payable

Advances from customers

Provision for compensated absences

Gratuity due but not yet paid 19.1.2
Others

SHORT TERM SPONSORS' ADVANCES - Unsecured

This represents unsecured and interest free advance from sponsors repayable on demand.

CONTINGENCIES AND COMMITMENTS

Contingencies

12,596 182,626
173,759 61,620
1,072,097 1,054,302
169,592 172,092
1,428,044 1,470,640
30 Sep 30-Jun
2019 2019

w---------(Rupees in '000)----------

67,296 71,201
67,296 71,201
67,296 71,201
12,434 12,434
5,941 5,406
9,926 11,110
28,301 28,950
22,863 23,519
72,650 42,829
5,659 17,718
33,987 33,797
369,033 358,284
14,001 14,001
97,500 131,009
80,912 117,523
14,113 14,113
4,418 4418
1,418 1,396
716,554 758,607
82,830 83,180
82.830 83.180

Guarantees as at Sep 30, 2019 amounting to Rs. 23.569 million (2019: Rs. 21.389 million) have been furnished in favour of various

customers.

Under the Gas Infrastructure Development Cess Act, 2011, Government of Pakistan levied Gas Infrastructure Development (GID)
Cess on gas bills at the rate of Rs. 13 per MMBTU on all industrial consumers. In the month of June 2012, the Federal Government
revised GID Cess rate from Rs. 13 per MMBTU to Rs. 100 per MMBTU. Various companies filed suits before the Honourable High
Court of Sindh, challenging the applicability of Gas Infrastructure Cess Act, 2011. The Sindh High Court has restrained the Federation
and gas companies from recovering GID Cess over and above Rs. 13 per MMBTU. On August 22, 2014, the Supreme Court of
Pakistan has given a judgment declaring that the levy of GID cess as a tax was not validly levied in accordance with the Constitution.
In September 2014, the Federal Government promulgated Gas Infrastructure Cess (GIDC) Ordinance No. VI of 2014. In May 2015,
the said Ordinance was approved in the parliament and became an Act. Under the Act, GID Cess at the rate of Rs. 100 per MMBTU
on all industrial consumers has been levied. Subsequent to the approval of the Act, the Company received gas bills at the rate of Rs.
100 per MMBTU, as the Company is considered an industrial consumers. The Company, while considering itself as industrial
consumer, has accrued (but not paid) GID Cess amounting to Rs. 1.923 million at the rate of Rs. 100 per MMBTU from June 2015.

Commitments

Commitments under letters of credit as at Sep 30, 2019 amounted to Rs. 97 million (2018: Rs. Nil million).

The facility for opening letters of credit and guarantees as at Sep 30, 2019 amounted to Rs. 600 million (2018: Rs. 500 million) of

which the amount remaining unutilised as at that date was Rs. Nil.00 million,



14.

14.1.1

15.

16

17

COST OF REVENUE FROM CONTRACT WITH CUSTOMERS

Opening stock of finished goods
Cost of goods manufactured

Closing stock of finished goods

Cost of goods manufactured

Opening work in progress

Raw material consumed
Depreciation

Others Manufacturing Expenese
Closing work in progress

Rejection / scrap material

Opening
Closing

Raw material consumed

Opening stock
Purchases

Closing stock

TAXATION

Current Taxation
Deferred

Income tax assessment has been made in the year 2018 under section 122(9) of the income tax ordinance, 2001 for tax year

26.1

26.1.1
5.2

2017, there has been no significant additional tax amount demand by inccome tax department. The company is filling a

rectification application for the tax credit short allowed in the said assessment formed by the department.

Income tax assessment prior to tax year 2018 has been assessed under deemed provision of the income tax ordinance

Finance Act, 2017 has introduced tax rates of 30%, 29% and 28% for the next years 2018, 2019 and 2020 (and onwards),
respectively . Accodingly, deferred tax liability has been recorded on the basis of tax rates that are expected to apply to the

taxable profit of the periods in which the temporary differences are expected to reserve.

Changes in working capital

Decrease / (increase) in current assets

Stores and spare parts

Stock in trade

Trade debts

Loans and advances, trade deposits, prepayments and other receivables

Increase in current liability
Trade and other payables

CASH AND CASH EQUIVALENTS
Restructured Term Finances under mark-up arrangements
Cash and bank balances

1,054,302 835,718
141,156 45,518
1,195,458 881,236
(1,072,097) (750,718)
123,361 130,518
61,620 38,023
170,030 59,179
41,894 44,038
38,871 59,801
(173,759) (123,023)
138,656 78,018
172,092 206,188
(169,592) (238,688)
2,500 (32,500)
141,156 45,518
182,626 131,299
- 1,784
182,626 133,083
(12,596) (73,904)
170,030 59,179
30 Sep 30-Sep
2019 2018
--——---(Rupees in '000)--------
6,588 8,110
(30,143) (55,409)
(23,555) (47,299)
3,929 (7,345)
42,596 24,895
3,905 30,408
8,816 (2,444)
59,246 45,514
(43,022) (47,443)
16,224 (1,929)
8,679 17,080.00
8,679 17,080.00




18.

19

20

TRANSACTIONS WITH RELATED PARTIES

Related parties comprise of subsidiary and associated companies, directors of the Company, companies in which directors

also hold directorship, related group companies, key management personnel and staff retirement benefit funds.

Transactions with related parties are as follows:

Name

Hafiz Abdul Waheed and Brothers

Huffaz Corporation

HPY Coating (Private) Limited

Transactions with directors

Key management personned

Nature of
relationship

Associated

company

Associated

company

Joint Venture

Related party

Nature of transaction

Sale of goods

Receipts in respect of

sale of goods

Sale of goods

Receipts in respect of

sale of goods

Investment

Sponsors' advances received

Sponsors' advances paid

Remuneration

Balance as at 30 June in relation to transactions related to ralated parties are as follows:

Name

Hafiz Abdul Waheed and Brothers

Huffaz Corporation

HPY Coating (Private) Limited

Transactions with directors

Nature of

relationship

Associated

company

Associated

company

Joint Venture

Related party

DATE OF AUTHORIZATION FOR ISSUE

This condensed interim financial information was authorized for issue by the Board of Director of the Company on

November 22, 2019.
GENERAL

Nature of transaction

Balance as at the date of

balance sheet

Balance as at the date of

balance sheet

Balance as at the date of

balance sheet

Balance as at the date of

balance sheet

Figures have been rounded off to the nearest thousand rupees unless otherwise stated.

g

Hafiz Abdul Majid

Chief Executive

30 Sep
2019

30 June
2019

(Rupees in '000)

- 23,437

5,775 -
5,671 3,052
242,121 242,121
- 28,752
350 11,181
4,454 17,815

30 Sep 30 June

2019 2019

(Rupees in '000)

(4,859) (4,859)
104 2,832
20,828 20,828
(82,830) (83,180)

- kS
Hafiz Abdul Sami
Director



> Huffaz

Seamless Pipe Industries Limited

Committed to Excellence

Registered Office: Factory:

207-210, Second Floor, 90 KM Super High Way,
Mashrig Centre, Mooriabad Industrial Estate,
Block 14, Guishan-e-lgbal, Karachi. District Jamshoro, Sindh.

Website: www.huffaz.com.pk
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