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“"VIsion
Vlission

™ 2Core Values

i To be a role model cement manufacturing Company, benefitting all
V[S|On stake holders and fulfilling corporate social responsibilities while
enjoying public respect and goodwill.

Core Values

Financial Responsibility

We are prudent and effective in use of the resources entrusted
tous,

Citizenship

We support the communities where we do business, hold
ourselves to the highest standards of ethical conduct and
anvironment responsibility and communicate openly with
people and the resourcas entrusted lo us.

Accountability

We expect superior performance and results. Our |eaders set
clear goals and expeciations, are supportive and provide and
seek frequent feedback.

People

Chir success depends upon high performing people working
iogether in a safe and healthy work place where diversity,
development and team work are valuad and recognized,

Customers

We listen to our customers and improve our product o mest
their prasant and future neads,
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Company Profile

1. Fauji Cement Company Limited (FCCL) Plant located at Jhang Bahtar, District Attock, is one of the
leading producer of cement in Pakistan and a major concern of Fauji Foundation, Incorporated as a Public
Limited Company, it started its operations in 1997 with the commissioning of 3150 TPD F.L. Smidth Plant of
Denmark. Subsaquently in 2005, the Plant capacity was enhanced to 3,885 TPD.

2. Inorder to cope with increasing demand of Cement in the country, Fauji Cement installed a new line of
7560 TPD, which started production on 30" May 2011. The plant is equippad with latest / state of art
equipment and is alsa the first German  Plant of Pakistan Cement Industry. The plant capacity was enhanced

to 7,980 TPDin FY 2017 with modifications in major equipment. The Portland Cement, produced at this plant,
is the finestin the Country. Major equipment suppliers were:-

a. TKIS (Thyssen Krupp Industrial Solutions) Germany.
b. LOESCHE GmBH Germany (Vertical Cement Mills).
c. Havor & Boacker Germany (Packing Plant).

d. ABB Switzerland (Electrical Equipment and PLC).

3. In pursuance of its commitment to environment, the Company instaled, in 2009, first ever Refuse
Derived Fuel {RDF) Processing Plant at a cost of Rs. 320 Million. It has not only provided economical fuel but
has also demonstrated a better way of disposing Municipal Waste. In addition, this milestone achievement
has shown the entire industrial sector the future path to follow,

4. FCCL Management has installed two \Waste Heal Recovery Power Plants (WHRPP) of 12 MW and
9 MW respectively, with a concept to convert waste heat into energy with a view to promote sustainable
environment and reduce load on National Grid. The contract for Engineering and Equipment was awarded to
Mfs SINOMA Engineering (Energy Conservation Company from China) for both plants. First WHRPF,

hi i

installed on Kiln 2, was formally inaugurated on 14™ May 2015 and 2™ WHRPP for Kiln 1 was inaugurated on
28" February 2018.

5. FCCLis an IS0 9001:2008 and 150 14001:2004 Certified Company with a total capacity of 11,865
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Operatin ighlights
p g Highligh
(Rs in Millions) %o 2018 2m7 2016 2015 2014 2013
Gross Profit Margin % 2497 2173 45,72 37.69 34,70 .82
Operating Profit Margin % 20:01 18,50 41,58 34.25 &7 28,79
Pra Tax Margin b 19.37 19,24 aar 30,47 258,72 1532
After Tax Margin % 16.21 12,80 26,78 22,08 14,98 1313
Performance
Relurn on Total Assats % .81 942 18,28 13,48 8,94 642
Tatal Assets Turmaver Times 073 0,74 0.68 Q.81 .60 0.53
Fixad Assats Turnover Times 0,94 0.92 092 0.7a 0,73 0.65
Return on Faid up Share Capital % 24.85 18,94 38,490 - 19.03 15.2
Leverage
Debt Equity Ratio Times 0,05 0.0v 0,18 027 0,33 040
Current Ratio Times 149 212 1.51 1.36 1,16 1.14
Cluick Ratio Timas 1.20 1.72 1.40 1.17 0,54 092
Valuation
Earmings Per Share (basic) Rs 2448 1.89 398 291 1.80 1.42
Breakup Value Per Share (basic) Rs 14.85 14.26 13.36 13.09 11.86 11.97
Breakup Valus Per Share (diluted) Rs MA MA A, 12.62 11.44 11.55
Dividend Per Shane R *1.00 0,30 215 240 1.50 1.25
Dividend Paycut Rafio % 4018 47 B2 69,10 85.91 8333 88,03
Markel Price Per Share (average) Rs 28.86 41,22 36,76 26,46 1541 7.8
Historical Trends
Trading Resulis
Sales - Net Rsin 000 | 21,160,878 | 20,423,356 | 20,044,438 | 18,642,358 | 17,532,277 | 15,967,900
Gross Profit Rsin000 | 5,114,587 | 4437677 | 9,165,282 | 7,027,087 | 6,084,135 | 5,080,473
Operating Profit Rsin 000 | 4245962 | 3,777 340 | 8334 652 | 6385918 | 5551649 | 4587673
Profit before Tax Raind00 | 4008149 | 3530221 | 7631,306 | 5670891 | 4500505 | 3085525
Profit after Tax Rsin000 | 3429464 | 2613211 | 5,367,200 | 4,116,165 | 2,625994 | 2,097,067
Financial Position
Sharehalders’ Equity Rsin000 | 20,488,400 | 19,661,125 | 18,427 856 | 17,418,984 | 15,788,187 | 15,936,361
Property, Flant & Eguipment Fsin 000 | 22,624 413 | 22,003,843 | 21,701,250 | 23,880,557 | 23,881,426 | 24,734 225
Working Capital RsinQ00 | 2079611 | 2,993,136 | 2,530,488 | 1683219 | 705851 629,660
Mor=Current Liabilities Rsind00 | 4301684 | 5402555 | 59668618 | 8376928 | 9.110,639 | 9959258

* Interim Only
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Chairman’s Review

1. Diear Shareholders, | feel honored and privilegad on being entrusted
with the Chairmanship of FCCL's Board of Directors after retirement of
Lt Gen Khalid Nawaz Khan, HI(M), Sitara--Esar, (Retired) whose efforts,
resolve and professional commitment contributed immensely towards the

achievements of the Company.

2, | would like to place on record the dedication, commitment and efforts of FCCL management on
successful re-commissioning of Line 2, post the CF Silo incident, as it was indeed a massive task. The
managemant team, led by Chief Executive Officer (CEQ), not only ensured that losses were mitigated but

also guaranteed that the Company continues to retain its market share and reputation.

3. This year saw the Cement Industry achieve its highest ever dispatches of 45.89 Million tons with
domestic consumption being the major contributor. Increased demand was witnessed from housing,
commercial sector and infrastructure projects which also portrays a positive picture for the future of
Pakistan's cement sector. This surge in dispatches, however, kept the prices of cement under pressure
which affected the margins.

4. The Company displayed a strong financial performance by attaining a profit after tax of Rupees
3,429 Million and making record dispatches of over 3,405,837 tons. This is a clear manifestation of
axemplary team work, resilience in challenging circumstances, improvisation and turning the weaknesses

into opportunities.,

5. In continuation of our Board's policy of transferring maximum returns to shareholders, | am
pleased to inform you that your Company, in addition to the interim dividend of Rupee 1 pershare, has also
decided to give Final Dividend of Rupee 1 per share thereby taking the payoul ratio to 80 %.

6. | am pleased to share with you that the performance of the Board remained par excellence
throughout the year, The guidance and timely decisions of the Board contributed immensely in steering the
Company in the right direction through one of the most difficult times. This resulted in not only achieving the
desired targets, but it also helped the Company in creating new benchmarks, while maintaining its

reputation for good govemance and provision of steady returns to its shareholders,



Chairman’s Review Fcclm
Annual Report 2018

7. Inline with the Gavernment Policy of reducing power shorlage in the country, the Company is making
all out efforts to undertake projects for cheap power generation. In addition to the existing 12 MW Waste
Heat Recovery Power Plant launched in 2015, FCCL has commissioned 9 MW Waste Heat Recovery
Power Plant in February 2018, for its second Line. This project will not only reduce our dependence on the
Mational Grid but also enhance the captive power generalion capability of the Plant besides having
positive impact on the environment and ensuring availability of low cost power. In the same quest, the
Company has also decided to setup a 12.5 MW Captive Solar Power Plant which is scheduled to ba

commissioned by mid 2019,

8. Pakistan's existing capacity of cement production is between 46 - 49 Million tons, with expected
expansion to 72 Million tons by 2020-21. Due to surge in demand of cement, almost all the companies are
adding to their capacities. The major players are expanding their capacities al a fasl pace and in the
process, they are attaining a dictating market position, which has the potential to make survival of smaller
players difficult. To keep pace with the Cament Industry, the Company has also planned to establish an

additional Plant and nacessary preparations in this regard are underway,

9. On behalf of the Board of Directors, | would like to express my special gratitude to all the
shareholders for their continued support and encouragement. | would also like to place on record the
appreciation for the commendable services rendered by the employess of the Company. | also
acknowledge the dedication and commitment of my fellow directors during this year and thank our

CEO/MD and his Team for their concerted efforts, focused approach and professional commitmeant.

Rawalpindi Lt Gen Syed Tariq Nadeem Gilani, HI[M}), (Retd)
Dated: 27" August 2018 Chairman Board of Directors FCCL
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Directors' Report

General

1. The Directors of Fauji Cement Company Limited (FCCL) are pleased to present Annual Report
together with audited financial statements of the Company for the year ended 30" June 2018 and Auditors’
Report therson,

Market Overviaw

2. Industry dispatches for the FY 2017-18 were 45.89 Million MT including 41.15 Million MT
domestic and 4.74 Million MT exports. There was an increase of 14.90 % in total dispatches of the Industry
as compared to the previous year (which were 39.94 Million MT including 35.28 Million MT domestic and
4.66 Million MT exports), Growth in domestic dispatches remained 16.64 % while exports stood at 1.78%.

3 FCCL dispatched 3,405,837 MTin FY 2017-18 including 3,118,671 MT domestic and 287,166 MT
exports. There was a growth of 16.47 % in the total dispatches as compared to previous year. Capacity
utilization of FCCLin FY 2017-18 has been 97% as against 85% in FY 2016-17.

Praoduction Review

4. Performance of the plant remained satisfactory. Comparative production figures are as under:-
FY 201718 FY 2016-17
a. Clinker Production  (MT) 2,729 020 1,121,439
k. Clinker Purchased (MT) 549,192 1,717,712
o] Cement Production  (MT) 3,399 807 2925042

Financial Performance

5. Profitability. FCCL earned a Profit after Tax of Rs. 3,429 Million as compared to last year's Profit
of Rs. 2,613 Million. Cost of production decreased by 14% mainly due to start of Line-2. As a result, the
gross profit percentage increased from 22% in FY 2017 to 24% in FY 2018, The Company successiully
managed debt servicing of Rs. 0.426 Billlon during this Financial Year from Operational Cash Flows.
Overall Tax expense was lower in 2018 as compared to 2017 due to reversal of deferred tax.

6. Contribution to National Exchequer. FCCL contributed PKR 10.914 Billion (2017; PKR 9.186
Billion) to the Mational Exchequer in the Government Treasury on account of income tax, excise duty, sales
tax and olther government levies. Moreover, valuable foreign exchange to the tune of USD 12 Million was
generated by Fauji Cement from export of cement during the year under review,

7. Presentation of Financial Statements. Financial statements prepared by the Management
present the Company's state of affairs, results of its operations, cash flows and changes in equity in a fair
and accurate manner.

B. Accounting Policies. Appropriate accounting policies are consistently applied in preparation of
financial statements and accounting estimates are based on reasonable and prudent judgment.

9, Books of Accounts. Proper books of accounts are maintained.
10. Compliance with IAS and IFRS. Intemational Accounting Standards (1AS) and International

Financial Reporting Standards (IFRS), as applicable in Pakistan, have been followed in preparation of
financial statements.
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i1. Internal Control System. An intermal control system is designed to provide reasonable
assurance that the Company ensures compliance of policies, plans and laws, efficient use of resources,
accomplishment of goals besides availability and integrity of financial and management information. The
internal control system of FCCL is very comprehensive, effectively implemented and being monitored
regularly. The Company has increased its emphasis on control procedures of business unitto confirm that
corporate policies are executed and corrections are applied as and when required.

12. Best Practices of Corporate Governance, FCCL, as a model corparate entity, pursues
perfection by adherence to the best corporate and ethical practices. Broad practices of Corporate
Governance, as given in the Companies Act 2017, are being applied and implemented in true letter and
spirit. Al periodic financial statements of the Company were circulated to the Directors, duly endorsed by
Chief Executive Officer and Chief Financial Officer, for approval before publication. Quarterdy Unaudited
Financial Statements along with Directors® Reviews were published and circulated to the shareholders
and regulators within one month. Half Yeary statements, reviewed by the Auditors, were circulated within
two months. Audited Annual Financial Statements are approved by the Board after the closing date and
shall be presented to the shareholders in the 26" Annual General Meeting on 28" September 2018 for final
approval.

13. Financial Data of Last Six Years. Key Operating and financial data of last six years is tabulated
below:-
Description | 2008 | 2017 [ 2016 [ 2015 [ 2014 [ 2013
Operating Results {Rs. in Million}
Met Sales 21,161 20,423 20,044 18,642 17,532 15,968
Gross Profit 5115 4,438 9 165 7037 6,084 5,080
Operating Profit 4.246 3,777 8,335 6.386 5,552 4,598
Financial Charges 148 153 503 706 1,042 1,512
Profit after Taxation 3,429 2,613 5,367 4,116 2,628 2,087
Balance Sheat
Shareholders * Equity 20 19,6681 18,428 | 17419 15,768 15,836
Fixed Assets 22,624 22,004 21,701 | 23881 23 BA1 24,734
Long Term Loans including 1,063 1,489 4012 6,525 7,914 10,484
current porfion
EPS (Rs)
Basic 2.49 1.89 3.98 2.91 1.80 1.42
Diluted 2.49 1.89 3.84 2.91 1.80 1.42
14. Dividend. The Board is pleased to propose a final dividend of Rs.1.00 per share i.e 10% for

the financial year ended on 30" June 2018,

15. QOutstanding Statutory Dues. The Company does not have any outstanding statutory dues
exceplas shown in Mote Number 8 to the Financial Statement.

16. Rola of Chairman. Leads the Board of Directors, represents the Group and acts as an overall
custodian of the Group on behalf of the Board and the stakeholders. Responsible for ensuring the Board's
effectiveness, he empowaers the Board as a whole to play a full and constructive role in the development
and determination of the Company’s strategy and overall objectives.

17. Role of Chief Executive Officer (CEO)} / Managing Director (MD). CEO/MDis responsible
for execution of Company's long term strategy with a view to creating shareholders value. The CEQIMD
takes all day to day decisions to accomplish Company's short and long term objectives / plans. He acls as a
direct liaison between the Board and the Company management. He also communicates on behalf of the
Company to shareholders, employees, Government authorities, other stakeholders and the public.
CEQYMD acts as a director, decision maker and leader, The communicator role invalves interaction with
the outside world, as well as the organization’s management and employees; the decision making role
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involves high level decisions about policy and strategy. As a leader of the Company, he motivates
employees and inculcates requisite enthusiasm and sprit in them,

18. Board Composition. Company's Board comprises of two independent Directors , seven MNon-
Executive Directors  (Including Chairman) and one Executive Director (CEOQ/MD). The diverse
knowledge, expertise and skills of the members enhance the effectiveness of our Board, Qur Board
composition represents the interests of all categories of shareholders,

14. Change of Chairman BODs of FCCL. On retirement of Lt Gen Khalid Nawaz Khan,
HI{M), Sitara <i=-Esar, (Retd), Lt Gen Syed Tarig Nadeem Gilani, H{M), (Retd) was appointed as Chairman
Board of Directors of FCCL with effect from 10" January 2018. The Board, while welcoming the new
Chairman, also placed on record its appreciation for the commendable services rendered by Lt Gen Khalid
Nawaz Khan, HI{M), Sitara -i-Esar, (Retd).

20, Change of Company Sacretary. After retirement of Brig Ch Zafar Igbal{Retd), Brig Riaz Ahmed
Gondal, SI{M), (Retd) was appointed as Company Secretary of FCCL with effect from 27" June 2018. The
Board, while welcoming the new Secretary, also appreciated the valuable contribution of Brig Ch Zafar
lgbal, (Retd).

21. Salient Aspects of Company's Contro| and Reporting Systems. The Company complies with
all the requirements of the Companies Act 2017 and Listed Companies (Code of Corporate Governance)
Regulations, 2017. To fulfill this role, the Board is responsible to implement overall corporate governance
guidelines in the Company, including approval of the strategic direction as recommended by the
Management, approving and monitoring capital expendilures, appointing, removing and creating
succassion policies for the senior management, establishing and monitoring the achievement of
management's goals and ensuring the integrity of internal contral and Management Information Systems.
The Board is also responsible for approving and monitoring financial and other reporting.

22. Relations with Company Personnel. Relations between the Management and the workers
continued to remain cordial, based on mutual respect and trust. The Company has allocated funds for
Provident Fund and Profit Participation Fund for its employees. Considerable investment has been made
for welfare of staff in order to provide safe and conducive working environment,

23. Going Concern. There is no doubt that the Company has the ability and strength to operate as a
going concern.

24, Provident Fund. The totalvalue of this fund, as on 30" Junie 2018, is given below:-

Million
a. Managemeant Staff 398
b. Non-Management Staff 272
Total G670
25, Board of Directors' Remuneration. Al Directors  of the Company are Non-Executive

Directors except the CEC/MD. The Directors are paid remuneration for attending the Board/Committee
meetings, as per approved policy. The relevant details are indicated in notes 32, 32,1 and 32,2 to the
Financial Statements for the year ended 30" June 2018.

26. Performance Evaluation of the Board. Pursuant to Listed Companies (Code of Corporate
Governance) Regulations, 2017, the Board of Directors approved a comprehensive mechanism for
evaluation of Beard's own performance. The Human Resource and Remuneration Committee wil
undartake a formal process for evaluation of performance of the Board as a whole and its Committees.
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27, Meetings of Board of Directors . The Board meetings are held in every quarter for reviewing

and approving the adoption of Company's financial statements, coupled with review and adoption of
Business Plan. During this year, six meetings of Board of Directors were held with the attendance as

under:-
2007 2018 Total
Diractors Meetings
20 | 30" [ 12" | 19" | a7 | 27| Attended
Sep | Oct | Dec | Feb | Apr | Jun
Lt Gen Khalid Nawaz Khan, HI{M).(Retd) o o o - - - 3
Lt Gen Syed Tariq Nadeem Gilani, HI{M),(Retd) . - TR I R 3
Lt Gen Muhammad Ahsan Mahmood, HI{M),(Retd) N e S IR ] I A e L
Mr Qaisar Javed I T - | v 5
Dr Nadeem Inayat - o I IR A I R ]
Maj Gen Wasim Sadig, HI{M).(Retd) SN LN L]
Maj Gen Tahir Ashraf Khan, HIM),(Retd) T I I I B I 6
Brig Asmat Ullah Khan Miazi, SI{M), (Retd) - o+ o o e v 5
Brig Raashid Wali Janjua, SIM), (Retd) | & | o | ¥ e [
Mr Jawaid Igbal A R A - - 4
Mr Parvez Inam < | & - - < e 4
B Lt Gen Syed Tarig Madeem Gilani, HI[M), {Retd), was appointed as Director and Chairman
of the Board of Directors of FCCLin place of Lt Gen Khalid Nawaz Khan, HI{M), (Retd) with
effactfrom 10" January 2018,
o Leave of absence was granted to those Directors who could not attend the meetings due to
their commitments,
28, Committees of the Board, Following Committees were constituted to work under the guidance

af Board of Directors :-

a.

Audit Committes. The Committee comprises of four members including its Chairman,
Three members are non-executive directors, while chairman of the Committes is an
independent director. Mr Qaiser Javed was appointed Chairman of the Committes on 1°
September 2016. However, as per Listed Companies (Code of Corporate Governance)
Regulation, 2017, Mr Pervez Inam {Independent Director) was appointed as Chairman of
the Committee wef 1" January 2018. During this year, five meetings of the Audit Committee
were held with the attendance as tabulated below:-

2017 2018 Tatal
Diractors 13" | 23" | 44™ | q2™ | 13" Meetings
Sep | Oct | Feb | Apr | Jun Attended

Mr Parvez Inam - - o o+ o+ 3
Mr Qaiser Javed iy o ¥ v v 5
Or Nadeem Inayat - < | - - 2
Maj Gen Wasim Sadig HIM),(Retd) o+ - o v - 3
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] Leave of absence was granted to the Directors who could not attend the
meeatings due to their commitment.

(1) TermsofReference. The terms of reference ofthe Audit Committee are:-

ia) Determination of appropriate measures lo safeguard the Company's
assets,

(b}  Review of annual and interim financial statements of the Company,
priorto their approval by the Board of Directors, focusing oni-

(i) Major judgemental areas.

(ii) Significant adjustments resulting from the audil.

(ii) Going concern assumption.

{iv) Any changes in accounting policies and practices,

(v} Compliance with applicable accounting standards.

(wi) Compliance with Listed Companies (Code of Corporate
Governance) Regulations, 2017 and other statutory/regulatory
reguirements.

(i) All related party transactions.

(c}) Review of praliminary announcements of results, prior to external
communication and publication,

(d}  Facilitating the external audit and discussion with external auditors, of major
ohservations arising from interim and final audits and any - matter that the
auditors may wish to highlight {in the absence of management, whera
necessary).

{e} Review of management letter issued by external auditors and
managemenl's response thereto,

if) Ensuring coordination between the intemal and external auditors of
the Company.

(g} Review of the scope and extent of internal audit, audit plan, reporting
framework and procedures, and ensuring that the internal audit function has
adequate resources and is appropriately placed within the Company.

(h) Consideration of major findings of internal investigations of
activities characlerized by fraud, corruption and abuse of power
and management's response thereto,

(i) Ascartaining that the internal control systems, including financial and
operational controls, accounting systems for timely and appropriate recording
of purchases and sales, receipts and payments, assets and liabilities and the
reporting structure, are adequate and effective.

i) Review of the Company's statement on internal control systems
prior to endorsement by the Board of Directors and internal audit
reports.

(k)  Instituting special projects, value for money sludies or other
investigations on any matter specified by the Board of Directors , in
consultation with the Chief Executive Officer and to consider
remittance of any matter to the extermal auditors or to any other
external body.
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() Detarmination of compliance with relevant statutory requirements,

(m) Monitoring compliance with Listed Companies (Code of Corporate
Governance) Regulations, 2017 and identification of significant violations
thereof.

(n) Rewview of arrangement for staff and management to report to Audit
Committee in confidence, concerns, if any, about actual or potentia]
improprieties in financial and other matters and recommend
instituting remedial and mitigating measures,

(o) Recommend, to the Board of Directors, the appointment of External
Auditors, their removal, audit fees, the provision of any service
permissible to be rendered to the Company by the external auditors in addition
to audit ofits financial statemeants.

{p) Consideration of any other issue or matter as may be assigned by
the Board of Directors.

b. Technical Committee. The Committee comprises of three members induding its
Chairman, Al of the members are Mon-Executive Directors, During the year, five
meetings of the Committee were held with the attendance as under:-

2017 2018 Total
Directors 31 | 27" | 2™ 10 | 19" | Meetings
Aug| Oct | Feb Apr | Jun | Attended
Brig Raashid Wali Janjua, SKM), (Ratd) o o v vy o 5
Maj Gen Tahir Ashraf Khan HI{M).(Retd) o o o 4 o 5
Maj Gen Wasim Sadiq, HI{M), (Retd) o o - o - 3

> Leave of absence was granted to the Director who could not attend the meetings due
to his commitment.

(1) Terms of Reference. The terms of reference of the Technical
committee include the following:=

(a) To critically review the lechnical aspects of feasibility studies
submitted for new investments.

{b) To evaluate the proposals regarding balancing, modernization and
expansion of existing projects.

(c) To monitor the progress of ongoing projects with budgeted targets
in order to identify "eardy warning signals™ al the right time and suggest
corrective measures in order to put the project on the right track.

{d) To recommend any matter of significance to the Board of
Directors.

c: Hum r neration (HR mmi The Committes has four
members including its chairman. Three are non-executive directors while chairman of the
Committee is an independent director. Maj Gen Tahir Ashraf Khan, HI{M), (Retd) was
appointed chairman of the Committee on 25" January 2017, However, as per Listed
Companies (Code of Corporate Gowvernance) Regulation, 2017, Mr Pervez Ilnam
{Independent Director) was appointed chairman of the Committee with effect from
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1% January 2018. During the year, one mesting of the Commitiee was held with the
attendance as under:-
12" Total

Directors Jun2018 | Meetings Attended

Mr Pervez Inam o 1

Dr Madeem Inayat - -

Maj Gen Tahir Ashrafl Khan HI(M),(Retd) o 1

Brig Asmat Ullah Khan Niazi SI{M),[Retd) v 1

& Leave of absence was granted to the Director who could not attend the meeting due
to his commitment.

(1) Terms of Reference. The terms of reference of the Commities are:-

(a) Recommend to the Board, for consideration and approval, a policy framework for
determining remuneration of directors (both Executive and Non-Executive Directors and
members of Senior Management).

(b} Undertaking, annually, a formal process of ewvaluation of performance of the
Board as a whole and its Committees either direcily or by engaging external independent
consultant.

{e) Recommending human resource management policies to the Board.

(d) Recommending, to the Board, the selection, evaluation, development,
compensation (including retirement benefits) of Chief Operating Officer, Chief
Financial Officer, Company Secretary and Head of internal audit.

() Consideration and approval, on recommendations of CEO, of such matters for key
management positions who report directly to CEO or Chief Operating Officer.

(f)  Where HR&R consullants are appointed , their credentials shall be known by the
Committee and a statement shall be made by them as fo whether they have any other
connection with the Company.

29, Shareholding Pattern. Pattern of shareholding of the Company in accordance with Listed
Companies (Code of Corporate Governance) Regulation, 2017 and the Companias Act 2017, as on 307
June 2018, is attached on page 83 of the report.

30. Approval of Vision, Mission and Corporate Strategy by the Board. Pursuant to Listed
Companies (Code of Corporate Govemnance) Regulation, 2017, the Board of Directors has carefully
reviewed and approved the Vision, Mission and Corporate Strategy of the Company. It comprehensively
states the ideology with which FCCL was incorporated. We ensure that our Vision and Mission set the
direction for our overall corporate strategy. The entire organization is connected and driven by the purpose
and it serves the decision making criterion on our day to day business.

. Shareholders' Information. To update the shareholders about the operations, growth and state
af affairs of the Company, the management promplly disseminates all material information including
announcement of interim and final results to Pakistan Stock Exchange. Quarterly, Hali Yearly and Annual
Financial Statements are accordingly circulated within stipulated time frame to all concemed. Likewise,
notices and announcements of dividend are transmitted to all stakeholders and regulators within the time
laid down in Listed Companies (Code of Corporate Governance) Regulation, 2017 and the Companies Act

2017.These are also uploaded immediately on Company's website (www.focl .com.pk).

32, Qualifications of CFO and Head of Internal Audit. Chief Financial Officer and Head of Internal
Audil possess the requisite gualification and experience as prescribed in the Listed Companies (Code of
Corporate Governance) Regulation, 2017.
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33, Training of the Board Members. The Company takes keen interest in the professional
development of its Board members and managed necessary trainings of its Board members as per the
requiremeants of the Listed Companies (Code of Corporate Governance ) Regulation, 2017,

34, Code of Conduct. Pursuant to Listed Companies (Code of Corporate Governance)
Regulation, 2017, FCCL adheres to the best ethical standards in the conduct of business. Accordingly, the
Code of Conduct of the Company is approved by the Board of Directors and placed on the website of the
Company.

35. External Auditors. M/s KPMG Taseer Hadi & Co, chartered accountants, have completed the
Annual Audit for the year endad 30" June 2018 and will retire on conclusion of the Annual General Meating.
In view of the good corporate governance practices, the Board has recommended, for approval by the
shareholders duly endorsed by Audit Committee, the appointment of M/s KPMG Taseer Hadi & Co,
Charterad Accountants, as External Auditors of the Company for the year ending 30" June 2019,

36, Whistle Blowing Policy. Pursuant to Listed Companies (Code of Corporate Governance)
Regulation, 2017, FCCL is committed to achieve high standards of integrity, ethical values and
accountability, Accordingly, whistle blowing policy of the Company is approved by the Board of Directors
and placed on Company's website, which enables officers and employees to share their concerns which
are addressed through necessary corrective measures.

a7. Related Party Transactions. Pursuant to Listed Companies (Code of Corporate Governance)
Regulation, 2017, the Company adheras o the highest ethical standards in the conduct of business. Policy
on Related Party Transactions of the Company is approved by the Board of Directors,

a8 Disclosures. Tothe best of our knowledge, Directors (except as shown on page 90 of the report
on pattern of shareholding), Chief Executive/Managing Director, CFQ, Company Secretary, Company
Auditors, their spouses and their minor children have not undertaken any trading in shares of the Company
during the FY 2017-18.

38 Social Environmental Policy. FCCL follows the best possible ethical standards in the conduct
of business. Accordingly, Social Environmental Policy of the Company, duly approved by the Board of
Directors, is placed on the website of the Company.

40. Listed Companies {Code of Corporate Governance) Regulations, 2017. During the year,
Security and Exchange Commission of Pakistan (SECP) issued Listed Companies (Code of Corporate
Governance) Regulations, 2017 for listed companies, revising the previous regulations. The Board of
Directors is fully aware of the requirements of the revised Code which is applicable since 17 January 2018
and is making necessary arrangements to ensure compliance. As part of compliance of the code, we
confirm the following:-

a. The financial statements prepared by Company Management present faidy its state of
affairs, results of its operations, cash flows and changes in equity.

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

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

d. The system of intermal control is sound in design and is effectively implemented and
monitored.

8. There are no significant doubts upon the Company's ability to continue as a going concern,
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There has been no material depariure from the best practices of corporate

governance as detailed in the listing regulations,

As required by the Code of Corporate Governance, we have included the

following information in this report:-

(1) Chairman's Review is given on page number 8-9.

(2) StatementofPattern of Shareholding is given on page number 83-80,

(3) Statementof Shares held by associated companies, undertakings and related parties

is given on page number 89

(4) Statement of the Board meetings held during the year and attendance

by each director is given on page number 13.

(5) Key operating and financial statistics for last six years is given on page

number 11,

i

41, Ensuring best quality of cemeant has always been a top priority and it has been a trademark for
FCCL. We, at FCCL, produce market's top of the line Ordinary Portland Cement (OPC), Low Alkali Cement

{LAC), Sulphate Resistant Cement (SRC), Low Heat of Hydration Cement (LHC) and Maohafiz Cement.
FCCL's Laboratory is fully equipped with latest and state of the art equipment, in accordance with National

and International Standards. As a policy, FCCL is focused on customers' satisfaction, and fair deal to its

partners in the business, Types of Cement produced by FCCL are: -

a

Ordinary Portland Cement (OPC). Containing 95 % of a
very high grade Clinker and 5% Gypsum with greater
strength and increased fineness is the unigue brand
dominating the market. It conforms to the folowing
standards: -

(1) Pakistan Standard, PS 232-2008 (R)-53 Grade.

(2)  American Standard, ASTM C-150 Type 1 &1I

(3)  European Standard, EN 197-1/2000 CEM
142.5 N

Low Alkali Cement {(LAC). Fauji Cement Company

produces Low Alkall Cement of a very superior quality.
Greater sirength, genuine cement contents, low
expansion and low alkali contents distinct the product
which is best suited for construction of Dams, Tunnels and
Hydro Power Projects.
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c Sulphate Resistant Cement (SRC). Fauji SRC
conforms to the national and international testing

standards. It is an innovative product which has
exceplionally high compressive strength (more than
9200 psi in 28 days) and makes it outstanding
amongst other brands. It prevents dampness rising in
the walls and basements. SRC is best suited for
Dams, Seawalls, Reservoirs, Sewerage Lines, \Water
Treatment Plants, Wharfs, Harbours, Roofs,
Basements, Washrooms, etc. It conforms o the
standards. given by Pakistan Standard, PS 612-1989

{R).

d Low Heat of Hydration Cement (LHC). Thisisa
specially designed cement for mass concrete

structures, where the rate of temperature rises and
the maximum temperature has to be controfled in
order to reduce the risk of thermal cracking. High
guality coupled with this unique feature has made
Fauji LHC as one of the favorite product of
construction companies and consultants of mega
projects like dams.

] Mohafiz Cement. Diversification and innovation is
one of the priorities of Fauji Cement Company. This
year FCCL added ancther feather in the cap, by
adding a new product in the portfolio of its high
guality products. FCCL launched Mohafiz Cement,
which is a very special cement for domestic and
commercial consumers. It is specially designed for
those areas which are facing problems due to water
logging and salinity. Apart from this special feature,
Mohafiz has high strength, therefore it can be used
in all types of construction from basement to roof,

water tanks, elc.

42 Fauji Cement and Quality Standards. In order to consistently produce high guality products,
FCCL has implemanted the following standards at its plant:-
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43. Rehabilitation Works and Various Upgradations at Plant

ISO 9001:2015 Quality Management
System. Fauji Cement Company
Limited has implemented the [atest
version of 150 9001:2015 in order to
camply with the latest Quality Assurance
Standards. The certification is audited by
TUV Austria.

maerican _ Society for Testing and

Materials (ASTM).
Company has the unigue distinction of

Fauji Cement

producing five major types of cement

FCC lm
Annual Report 2018
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conforming to ASTM standard, which gives Fauji Cement an edge over its competitors.

Different consultants of mega projects require cement conforming to ASTM standard which
very few brands can qualify. Fauji Cemenl is proud to be the choice of such project

consultants.

a.

Rehabilitation of Line 2. By the grace of Almighty, the rehabilitation project of CF Silo
Line 2 was completed and the Plant was successfully commissioned on 22" October 2017.
It was because of concerted efforts, hard work and dedication of FCCL staff who worked
day and night tirelessly to make the plant functional within the specified time. The smooth
commissioning of plant reflects the gquality of work carried out by the consultants,
contractors and our own employees. The timely complation of project and the smooth

commissioning has enabled Fauji Cement to achieve its annualtargets of production.

Coal Mill Line 2

CF Silo Line 2
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b.  Major Upgradation Projects (BMR)

(1) Line1

(a) Yard Clinker Feeding System. Installation

of feeding system enables the concerned
employee to use the clinker which is stored
in the Yard. Before the installation of this
system, the clinker and gypsum feeding
belts were commonly used. In the event of
any breakdown in this belt, Cement Mills and
Ball Mill also had to be stopped. New feeding
systern will subsequently increase the
reliability of Plant.

(b) Premix Bin at Raw Mill 1
A new Premix Bin with a capacity of 650
tons has replaced the old bin whoss
capacity was only 165 tons, This increase in
capacity has stabilized the system and also
provided with a cushion to absorb any
stoppages in the Reclaimer area.

{c) Waste Clinker Hopper
Before the installation of this hopper, no
proper system was available to handle the
movement of wasle clinker out of the
system. Loaders had to be used to move the
waste clinker from place to place and due to
heavy amount of dust emitting from this
process, it was also an environmental
hazard. This new clinker hopper has

eliminated these hazards and also made

the waste clinker handling very easy. Waste Clinker Hopper

(d} Cooler Upgradation

At the time of upgradation of Kilnin 2004, clinker cocler was not upgraded.
As aresult, the temperature of clinker increased thereby increasing  the fuel
consumption in kiln. Due to this hightemperature clinker, handling of clinker
was made very difficult. Therefore, in our continuous efforts to achieve
optimum efficiency, FCCL has signed a confract with FLS to upgrade the
clinker cooler at Line 1. Upgradation will include an  installation of 3°
Generation of FLS cross bar dlinker cooler,
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{e) BucketElevatoratCF Silo 1
Instalation of new bucket elevator at

CF Silo Line 1 will replace the existing
air lift system of material transport. This
will reduce the energy consumption
and will also affect the overall energy
consumption of plant positively,

{2} Line2 :
(a) Additional Packeratline2 Bucket Elevator

To increase tha cement packing capacity of Plant, a new packer line of Haver
and Boecker (H&B) with capacity of 120 tons/hour is being installed at Line 2.
This new packing line will have two latest truck loading systems (HE 15H)
along with state of the art RVT 8 packer, Check Weigher and Reject Bag
Destroyer System. After the installation of this packer line, packing efficiency
of the plant will increase and will provide an extra cushion to meet the
increasing demand of cemant in market. This project is in erection phase and
likely to be completed by October 2018.

(b)) Coa kin
Two new belt conveyors are being installed to
convey coal directly from sheds to the coal
stacking system. Installation of this system will
reduce the coal transportation charges
through dumperfloaders and will also prove
beneficial to the environment by controlling
free coal dust produced as a result of manual
feeding. Along with reducing fuel charges, it
will also make the handling of coal more

efficient and easy.

Coal Stacking System

44, Waste Heat Recovery Power Plant Project for Line-1 and Wartsila

a.

Energy sources are backbone of social and economic  development of any country. The
power demand of Pakistan as a developing country is rapidly growing, but praduction of
energy is insufficient to meet the growing energy demands. Seasonal shortage of Hydro
Power makes the situation even worse and has created severe power shortages through
out the country.
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b, In line with Government policy, to cope with power shortage in the country, Fauji
Cement Company Limited is making all out efforts for the implementation of captive power
generation since many years. FCCL has already installed 22 MW Captive Power Plants,
including 5.4 MW Gas Units and 16.3 MW Dual Fueled Unit commissioned in 2007
and 2009 respectively,

£ In order to take one more step forward, FCCL commissioned 12 MW Waste Heat
Recovery Power Plant in 2015 for its Line-2. Now, FCCL has commissionad 9 MW \Waste
Heat Recovery Power Plant for its Line-1. It is one of the cheapest options for
generating the power using the heat of Waste Gases venting in the
atmosphere, Steam is produced in Boilers using the waste gases of Cement Plant
which drives the turbine and tums the generator to produce power. With this project,
the reliability of plant operation will further improve due to stable electrical power., Also,
steam generation through Waste Heat is one of the best options for
producing the thermal energy due to following reasons:-

(1) Reduces the burden on National Grid by
purchasing less units.

(2) Reduces carbon emissions,
{3) Enhance power generation reliability.

(4)  No dependency on impaorted oil.

(5)  Awailability of low cost power generation, Chairman, MD and President Sinoma

d, Sinoma Energy Conservation Limited, a World |
leader in this Technology, was the EP contractor for
both WHRPP projects of Line 1 and 2. This
generation of power from our own waste gases will
enable minimum dependency on MNational Grid,
improved self-generation of sustainable energy and
will take FCCL to new heights of success in future.
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Inauguration Ceremony of WHRPP Line -1
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45, Health and Safety
Assessment Standard. Another milestone is
the certification of OHSAS 18001:2007, showing
the commitment of the management for health &
safety of the employees and all stake holders,

Occupational

46, S0 14001:2004 - Environment
Management System . FCCLis wellaware of its
responsibility towards environment and has
successiully implemeanted IS0-14001 at its plant.
The Company has been certified by TUV Austria
this year and is in compliance lo national and
international standards of environment as
highlighted by National Environment Cuality
Standards (NEQS) for all types of emissions.
Regular audits are conducted in this regard.
Moreover, we have been very proactive as far as
preservation of environment is concermed and
have taken certain initiatives such as plantation
of trees, use of alternative fuel, installation of
WHR Power Plants and development of Children
Park etc.

47.

Corporate Socia| Rosponsibilities and Sustainable Environment Care.

--
-

Annual Report 2017 =

. CERTIFICATE

maaw

L ey

SRR o S

b bttt s i

L A R — - —
T e aeam S e g Foreeand

FEmimtEr s rm mm e et mern b sy o S

AURTRIE
o e

L A
T ot Tmttemat T bssbjomy | bosimml
St L

e, S -
e i
Wadnaimr  Dwismd Fanah Mo e At - Fomleiee
TR PR T g BT seEiesg) ool e Bsime y i Simteed arttimed

o e
ST T, ST, et

Fauji Cement

Company Limited is playing vital role for its social responsibility in the areas, located in the vicinity of Plant;-

a. Technical Education and Skill Development.
In collaboration with TEVTA Punjab, FCCL has
conducted a number of Technical Courses
including both Short and Long Courses for the
technical education & skil development of
Pakistani Youth, majority of which belongs to
local community residing in near vicinity of Flant,

Details are as under;-

)
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{1y 21 Students inducted in year 2015, successfully
completed 3 years apprenticeship course on 30"
June 2018 and awarded certificates by
TEVTA.

(2)  Apprenticeship Course/Training for 14 students
commenced on 1"July 2017and currently

progressing well. These students were inducted

for 3 years through TEVTA inJune 2017.

{3)  Four different short courses, each of 6§ months
duration, started in April 2018 & will culminate in
October 2018, Approximately, 20 students have
been accommodated in these coursas, details are
asunder:-

(@) Domestic Electrician Course.
(b} MotorWinding Course.

(e}  Weling Course.

(d)  Instrument & Control Course.,

{4) Recently, 40 students have been inducted
through TEVTA in June 2018, These students will
undergo 3 years apprenticeship course from 2™
July 2018,

Annual Report 2008

(8)  Inordertoimpart meaningful & practical training, 3 new workshops have been

established in FTTlin January 2018. Detailis as under:-

(@) Welding Workshop.

by Domestic Electrician & Motor Winding Workshop.

fc}  Instrument & Control Workshop.
Woman Vocational Training Institute. Women
Vocational Training Institute located at FCCL Plant has
brought both good will as well as good name to the
Company. Alarge number of female students, residing in

near vicinity of Plant, have registered themselves for the
2™ batch/course being scheduled in Oct 2018. After
having been affiliated with Fauji Foundation, 42 students
have successiully completed their training in 1% batch in
April 2018, however, a total of 147 students have
complated various courses so far, Free of cost training is
imparted to women [ girls of the surrounding areas in
following disciplines:-
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(1) Basiccourse of ¥ months duration to include:-
{a) Drafting, Cutting & Tailoring .
{b} Hand Embroidery.
{c) ZariTila.
(d) Fashion Designing .
(g) Colour Theory .
{fi  Home Management.

{2) Short Courses of 2 — 3 months duration to
include:-

{a) Drafting , Cutting and Tailoring.
(b) Hand Qurashya.

c.  Medical Facility. Free medical treatment is extended to locals through Company Medical
Dispensary equipped with necessary equipment and medicines. One MBBS qualified
Doctor is available fo extend treatment to patients. A well-equipped Ambulance has also
been placed to cater for imely evacuation of serious patients, Our medical dispensary has

provided free treatment & free medicine to 6391 patients during the period under review.
Apart from this, in the month of November 2017, a Free Eye Camp was also established
with the supporl of Shifa Eye Hospital. A total of 3000 patients were given free treatment &
madicine during the functioning of this camp. Free Operations wera also undertaken where
requirad.

d. Children Park. The recreational facility for the children of local community is being
maintained in the best possible manner by our Horticullure Section. Families & children
from surrounding areas love to visit the park frequently.
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e, Fauji Mode| Secondary School (FMSS), This year, two main functions were arranged by
FMSS le. 23" March 2018 (Pakistan Resolution Day) and 14" August 2017 (70"
Independence Day). The aim was to create awareness and inculeate national sprit amongst
the students, Due to good results achieved (i.e. 100%) by FMSS, students acquiring A+
and A grades were awarded Latest Model Laptops , Media Tabs and cash prizes. The aim

was to encourage all students towork hard for better results.

f. Acquisition of Davelopment in Literacy (DIL) Services. To improve the teaching

standards and imparl guality education to students, FCCL management acquired the
services of DIL; a renowned NGO with international following. School Principal and senior
teachers have been trained. Early childhood education training has also been imparted to
teachers of Montessari and Prep level, On the whole, the general teaching skills and
teaching technigues of FMSS teachers are being improved gradually through proper

trainings, scheduled throughout the year.

a. Tree Plantation Campalgn. This year, FCCL has achieved tremendous scores with

regards  to tree plantation & tree donations. With the desire to contribute meaningfully, the
Company has planted 13000 trees this year i.e. within Plant, in naar vicinity of Plant and in
Tehsil Fateh Jang. Apart from this, 30000 trees were donated to different organizations.

Detail is as under:-

(1) Artillery Centre Attock - 4000 Trees
(2] Awaz Foundation Attock - 3000 Trees
(3] Government High SchoolHassanAbdal - 1500 Trees
(4] Judicial Complex Attock - 1500 Trees
(3] Green Punjab Program Attock - 20,000 Trees

h. Roza Aftari. Aftari was arranged in Jamia Masjid of Plant throughout the month of
Ramadan 2018. The purpose was to facilitate the locals, truck drivers and poor [ needy

people, Aftar was also arganised for notables of surrounding areas.
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i. Sporis Gala, A flood light night cricket tournament was conducted during Ramadan
2018 by Sports Organizing Committee at Plant, FCCL fielded two of its teams where as
eight teams participated in the tournament. The purpose was to create goodwillamong local
populace and to inculcate healthy sports related activities among the people living in close
vicinity of the Plant. It was a very successful event from all aspects. Large number of people
including notables came as spectators lo wilness various matches of the tournament,

48, Health, Safety and Training. Company Management accords due priority to health, safety and

training of its employees and accordingly keeps allocation in the annual budget. Awareness about various
safely aspects is also created through lectures { demonstrations to employees and others. Safety and
protection gears equipment inducted at Plant provides adequate safety to all the employees. With regards
to health, regular medical checkups of all workers are done besides lectures on health by Medical Officer.

49, Fire Safety. FCCL is well equippad with firefighting and fire alarm systems to cope with any
untoward situation. The staff has been trained in firefighting, health and safety standards. Moreover, our
Plant has two fire tenders, fire hydrants system and fire extinguishers to guard against any incident. The
fire tenders also provide support to local government and local community in case of fire emergency,

50. Future Business Qutjook

a. Current financial year was phenomenal in terms of cement dispatches due to strong
domestic demand emanating from both private and public sectors, It is expected thal the
demand for housing and infrastructure projects will continue to grow alongwith CPEC
related projects. The high demand will keep the selling prices and margins under pressure.
On the cost side, the devaluation of the Pak Rupes and increase in international oil prices
will impact the cost of production however we will endeavor to make all out efforts to keep
the costs in control. The devaluation should help to increase exports with better retentions.

b We will continue to modernize our Plant related equipments wheraver there is scope to do
50 in order to increase productivity, efficiency and save on fuel and power. Furthermore,
wheraver we see the opportunity to add new projects like the latest addition of sclar power,
we will continue to do so,

C Under the able guidance of the Board of Directors, we continue to identify and mitigate our
known business risks and uncertainties in a timely manner and the same are addressed, as
andwhen needad.

d In view of the expected expansion in the cement production upto 72 million tons by 2020021
in Pakistan, there is a need to remain in step with the leading players of Cement Industry.
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Hence, we are also planning to establish an additional Plant and necessary preparatory
procedures/processes are already underway. We will not leave any stone unturned to
achieve excellence in all future endeavours.

Board of Directors and Management at Company Office after 127" BODs Meeting

Acknowledgement

51. The Directors express their deep appreciation to valued Shareholders, Customers, Financial

Institutions/Government Depariments, Dealers, Confractors, Foreign and local suppliers for their

cooperation and Company's Employees for their hard work and commitment, which has enabled the

Company to achieve exceptionally good operational resulls.

—
Lt Gen (Tl’“fl”ﬂj

Syed Tarig Nadeem Gilani, HI{M), (Retd)
Chairman Board of Directors FCCL

Rawalpindi
27" August 2018

For and on behalf of the Board
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with Listed Companies (Code of Corporate Governance) Regulations, 2017

Name of Company : Fauji Cment Company Limited
Year Ending . 307 June 2018

The Company has complied with the requirements of the Regulations in the following manner:-

1. The total number of Directors are 10, as per the following:-
a. Male : 10
b. Female ; Exempted for current term

2. The composition of Board is as follows:-

a |ndependent Directors
(1) Mr Pervez Inam.
(2) Mr Jawaid Igbal.

b Non—Executive Directors
{1} Lt Gen Syed Tarig Nadeem Gilani, HI[M), (Retd).
{2) Mr Qaiser Javed.
(3) Dr Madeem Inayat.
{4) Maj Gen Tahir Ashraf Khan, HI{M), (Retd).
{5) Maj Gen Wasim Sadiq, HI{(M). (Retd).
(6) Brig Asmat Ulah Khan Miazi, SI{M), (Retd).
{7) Brig Raashid Wali Janjua, SI{M), (Retd).

¢ Executive Director Lt Gen Muhammad Ahsan Mahmood, HI{M), (Retd).

3. The Directors have confirmed that none of them is serving as a director on more than five
listed companies, including this Company (excluding the listed subsidiaries of listed holding
companies where applicable).

4, The Company has prepared a Code of Conduct and has ensured that appropriate steps
have been taken to disseminate it throughout the Company along with its supporting policies and
procedures.

5. The Board has developed a Vision / Mission Statement, overall Corporate Strategy and
significant policies of the Company. A complete record of particulars of significant policies, along
with the dates on which they were approved or amended, has been maintained.

6. All the powers of the Board have been duly exercised and decisions on relevant matters
have been taken by the Board / Shareholders, as empowered by the relevant provisions of the
Act and these Regulations.

7. The meetings of the Board were presided over by the Chairman and, in his absence, by a
Director elected by the Board for this purpose. The Board has complied with the requirements of
Act and the Regulations with respect to frequency, recording and circulating minutes of meeting
of Board.

8. The Board of Directors has a formal policy and transparent procedures for remuneration
of Directors in accordance with the Act and these Regulations,

9, Directors' training requirements are fully complied. Mo Director obtained the training
during the year,

10. The Board has approved appointment of Chief Finance Officer (CFQO), Company
Secretary and Head of Intemal Audit, including their remuneration and terms and conditions of
employment and complied with relevant requirements of the Regulations.,
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1. CFO and CEO have duly endorsed the financial statements before approval of the Board.

12. The Board has formed committees comprising of members given below:-

a. Audit Committee
(1) Mr Pervez Inam : Chairman
(2) Mr Qaiser Javed : Member
(3) Dr Nadeem Inayat ! Member
(4) Maj Gen Wasim Sadiq, HI{M), (Retd) : Member
b. Human Resource and Remuneration (HR&R) Committee
(1) Mr Pervez Inam : Chairman
{2) Dr Nadeem Inayat : Member
{3) Maj Gen Tahir Ashraf Khan, HI{M),(Retd) : Member
(4) Brig Asmat Ullah Khan Niazi, SKM), (Retd), ; Member
. Technical Committee
(M Brig Raashid Wali Janjua, SI(M), (Retd) : Chairman
(2) Maj Gen Wasim Sadig, HI(M), (Retd) : Member
{3) Maj Gen Tahir Ashraf Khan, HI{M}, (Retd) : Member

13. The terms of reference of the aforesaid Committees have been formed, documented and
advised to the Commitiees for compliance.

14. The frequency of meetings (Quarterdy/Half Yeady) of the Committees for the year, which
ended on 30" June 2018, were as per following:-

Ser Name Total Meetings Held
a. Audit Committee 5
b, HR&R Committes 1
C. Technical Committes 5

15.  The Board has set up an effective internal audit function. The auditors are considerad
suitably qualified and experienced for the purpose and are conversant with the policies and
procedures of the Company.

16.  The statutory auditors of the Company have confirmed that they have been given a
satisfactory rating under the quality control review program of the ICAP and registered with Audit
Oversight Board of Pakistan, that they or any of the partners of the firm, their spouses and minor
children do not hold shares of the Company and that the firm and all its partners are in compliance
with International Federation of Accountants (IFAC) guidelines on code of ethics as adopted by
the ICAP.

1. The statutory auditors or the persons associated with them have not been appointed to
provide other services except in accordance with the Act, these regulations or any other
regrl;rlatury rrgquirement and the auditors have confirmed that they have observed IFAC guidelines
in this regard.

18. We confirm that all other requirements of the Regulations have been complied with,
except for the exemptions provided in the Regulations.

Lt Gen Iw"‘flfg’fﬁ _FEW Lt Gen

Syed Tariq Nadeem Gilani, HIM), (Retd) Muhammad Ahsan Mahmood, HI(M), (Retd)
Chairman Board of Directors FCCL Chief Executive/MD FCCL
Rawalpindi Rawalpindi

27" August 2018 277 August 2018
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To the members of Fauji Cement Company Limited

Review Report on the Statement of Compliance contained in Listed Companies (Code of
Corporate Governance) Reqgulations, 2017

We have reviewed the enclosed Statement of Compliance with the Listed Companies (Code of
Corporate Governance) Regulations, 2017 (the Regulations) prepared by the Board of Directors
of Fauji Cement Company Limited for the year ended 30 June 2018 in accordance with the
requirements of regulation 40 of the Regulations.

The responsibility for compliance with the Regulations is that of the Board of Directors of the
Company. Our responsibility is to review whether the Statement of Compliance reflects the
status of the Company's compliance with the provisions of the Regulations and report if it does
not and to highlight any non-compliance with the requirements of the Regulations. A review is
limited primarily to inquiries of the Company's personnel and review of various documents
prepared by the Company to comply with the Regulations.

As a part of our audit of the financial statements we are required to obtain an understanding of the
accounting and internal control systems sufficient to plan the audit and develop an effective audit
approach. We are not required to consider whether the Board of Directors' statement on internal
control covers all risks and controls or to form an opinion on the effectiveness of such internal
controls, the Company's corporate governance procedures and risks.

The Regulations require the Company to place before the Audit Committee, and upon
recommendation of the Audit Committee, place before the Board of Directors for their review and
approval, its related party transactions and also ensure compliance with the requirements of
section 208 of the Companies Act, 2017. We are only required and have ensured compliance of
this requirement to the extent of the approval of the related party transactions by the Board of
Directors upon recommendation of the Audit Committee. We have not carried out procedures to
assess and determine the Company's process for identification of related parties and that
whether the related party transactions were undertaken atarm's length price or not.

Based on our review, nothing has come to our attention which causes us to believe that the
Statement of Compliance does not appropriately reflect the Company's compliance, in all
material respects, with the requirements contained in the Regulations as applicable to the
Company for the year ended 30 June 2018.

WY e nee .

KPMG Taseer Hadi & Co.
Chartered Accountants

Islamabad Engagement partner: Inam Ullah Kakra
Dated " 27 August 2018 Islamabad
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To the members of Fauji Cement Company Limited

Report on the audit of the Financial Statements

Opinion

We have audited the annexad financial statements of Fauji Cement Company Limited, which comprise the
statement of financial position as at 30 June 2018, and the statement of profit or loss, the statement of
comprehensive income, the statement of changes in equity, the statement of cash flows for the year then
ended, and notes o the financial statements, induding a summary of significant accounting policies and

other explanatory information, and we state that we have obtained all the information and explanations
which, to the best of our knowledge and belief, were necessary for the purposes of the audit.

In our opinion and to the best of our information and according to the explanations given to us, the
statement of financial position, statement of profit or loss, statement of comprehensive income, the
statement of changes in equity and the statement of cash flows together with the notes forming part thereof
conform with the accounting and reporting standards as applicable in Pakistan and give the information
requirad by the Companies Act, 2017 (XIX of 2017), in the manner o required and respectively give atrue
and fair view of the state of the Company's affairs as at 30 June 2018 and of the profit, other
comprehensive income, the changes in equity and its cash flows for the year then ended.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (1SAs) as applicable in
Pakistan. Our responsibilities under those standards are further described in the Audifors' Responsibilities
for the Audit of the Financial Statemenis section of our report. We are independent of the Company in
accordance with the International Ethics Standards Board for Accountants' Code of Ethics for Professional
Accountants as adopted by the Institute of Chartered Accountants of Pakistan (the Code) and we have
fulfilled our other ethical responsibilities in accordance with the Code. We believe that the audit evidencs
we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the financial statements of the current period. These matters were addressed in the context of our
audit of the financial statements as a whaole, and in farming our opinion thereon, and we do not provide a
separate opinion on these matters,

Sr. No  Key audit matters How the matters were addressed in our
audit
1 Revenue Our audit procedures to assess the

Refer to notes 3.9 and 22 to the financial  recognition of revenue included the folowing:
statements - Obtaining an understanding of the

process relating to recognition of
revenue and assessing the design,
implementation and operating
effectiveness of key internal controls

The Company is engaged in the produclion
and sale of cement.
The Company recognized revenue from the

sales of cement of Rs. 21,161 million for the R :
yearended 30 June 2018. B TacOIOIng ol Tevethe,;

- Comparing a sample of revenus
transactions recorded during the year
with sales orders, sales invoices,

We identified recognition of revenue as a key
audit matter because revenue is one of the
key performance indicator of the Company
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and gives rise to an inherent risk that revenue
could be subject lo misstatement to meel
expectations or targets.

Capitalization of Property, Plant and
Equipment

Refer to notes 1.2, 3.4 and 13 to the financial
statements.

The Company has made significant capital
expenditure of Rs, 2,779 millien on
installation of waste heat recovery plant and
rehabilitation of damaged plant and
machinery.

We identified capitalization of property, plant
and equipment as a key audit matter because
there is a risk that amounts being capitalized
may not meet the capitalization criteria with
related implications on depreciation charge
for the year.

24
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delivery orders and other relevant
underlying documents,

- Comparing a sample of revenue
transactions recorded around the year
end with the sales orders, sales invoices,
delivery orders and other relevant
underlying documentation to assess if
the related revenue was recorded in the
appropriate accounting penod;

- Comparing the details of a sample of
journal entries posted to revenue
accounts during the year, which met
certain specific risk-based criteria, with
the relevant undedying documentation,

Our audit procedures to assess the
capitalization of property, plant and
equipment includad the following:

- understanding the design and
implementation of managemeant controls
over capitalization and performing tests
of control over authorization of capital
expenditure and accuracy of its
recarding In the system;

- testing, on sample basis, the costs
incurred on projects with supporting
documentation and contracts;

- assessing the nature of costs incurred an
rehabilitation through testing, on sample
basis, of amounts recorded and
considering whether the expenditure
meets the criteria for capitalization as per
the accounting policy and applicable
accounting standards;

- inspecting supporting documents for the
date of capitalization when the assets
were ready for its intended use to assess
whether depreciation commenced and
further capitali-zation and of costs
ceased from that date; and

- assessing the useful life assigned by
management including testing the
calculation of related depreciation,
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Infarmation Other than the Financial Statements and Auditors' Report Thereon

Management is responsible for the other information. Other information comprises the information
included in the annual report for the year ended 30 June 2018, but does not include the financial
statements and our auditors' report thereon.

Our opinion on the financial staternents does not cover the other information and we do not express any
form of assurance conclusion thereon,

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be matenally misstated. If,
based on the work we have performed, we conclude that there is & material misstatermant of this other
information, we are required to report that fact. We have nothing to repaort in this regard.

Responsibilities of Management and Board of Directors for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with the accounting and reporting standards as applicable in Pakistan and the requirements of
Companies Act, 2017 (XX of 2017) and for such internal control as management determines is necessary
to enable the preparation of financial statements that are free from material misstatement, whether due to
fraud orerrar,

In preparing the financial statements, management is responsible for assessing the Company's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Company or to
cease operations, or has no realistic alternative but to do so.

Board of directors are responsible for overseeing the Company's financial reporting process,
Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstaternent, whether due to fraud or error, and to issue an auditors' report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with 1SAs as applicable in Pakistan will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements.

As part of an audit in accordance with 13As as applicable in Pakistan, we exercise professional judgment
and maintain professional skepticism throughout the audit, We also:

+ |dentify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from errar,
as fraud may invalve collusion, forgery, intentional omissions, misrepresentations, or the override
ofinternal control.

= Ohbtain an understanding of internal control relevant to the audit in order to design audit
procadures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company's internal control,
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« Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

+ Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whather a material uncertainty exists related to events
or conditions that may cast significant doubt on the Company's ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditors' report to the related disclosures in the financial statements or, if such disclosures ars
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up
to the date of our auditors' report. However, future events or conditions may cause the Company to
cease to continue as a going concern.

= Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the undedying transactions and
events in amannerthat achieves fair presentation.

We communicate with the board of directors regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal contral that
we identify during our audit,

We also provide the board of directors with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters
that may reasonably be thought to bear on our independence, and where applicable, related safeguards,

From the matters communicated with the board of directors, we determine those matters that were of most
significance in the audit of the financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditors’ report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine thal a matter should
not be communicated in our report because the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements
Based on our audit, we further report that in our opinion:

a) proper books of account have been kept by the Company as required by the Companies Act, 2017
(¥DX of 2017,

b) the statement of financial position, the statement of profit or loss, the statement of comprehensive
income, the statement of changes in equity and the statement of cash flows together with the
notes thereon have been drawn up in conformity with the Companies Act, 2017 (XIX of 2017) and
are in agreement with the books of account and returns;

¢} investments made, expenditure incurred and guarantees extended during the year ware for the
purpose of the Company's business; and

d) zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIl of 1980), was
deducted by the Company and deposited in the Central Zakat Fund established under section 7 of
that Ordinance.

The engagement partner on the audit resulting in this independent auditors' report is Mr, Inam Ullah Kakra.

7 A Y

Islamal?ad KPMG Taseer Hadi & Co.
Dated "27 August 2018 Chartered Accountants
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2018 2017
Mote Rupees'000 Rupees'000

SHARE CAPITAL AND RESERVES

Share capital 4 12,433,765 12,433,765
Reserves 8,055,175 7,247,360
20,488,940 19,681,125

MON - CURRENT LIABILITIES

Long term borrowings o 636,868 1,063,045
Provision for compensated absences 3] 64,178 58,014
Deferred taxation 7 3,600,638 4,281,498
4,301,684 5402 555
CURRENT LIAEILITIES

Trade and other payables 8 1,024,758 595,672
Accrued liabilities 573,347 538,085
Security deposits 9 176,339 137,904
Advances from customers 10 245133 234,644

Provsion for compensated absences
current portion 3] 17,107 15,244
Payable to employeas' provident fund trust 9,534 8,625
Unclaimed dividend 111,561 27,084
Markup accrued 35,980 43,991
Short term running finance 1 1,638,886 312,441
Current portion of long term borrowings 5 426,177 428177
Provision for taxation - net - 327 672
4,258,822 2 668,539
29,049 446 27,752,219

CONTINGENCIES AND COMMITMENTS 12

The annexed notes 1 to 39 form an integral part of these financial statements.

g 1 -
L’*;ff’"

Chief Executive
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2018 2017
Note Rupees'000 Rupees'000
NON - CURRENT ASSETS
Property, plant and equipment 13 22,624,413 22,003,943
Long term deposits 14 86,601 86,601
22,711,014 22,090 544
CURRENT ASSETS

Stores, spares and loose tools 15 3,067,684 2,194 451
Stock in trade 16 1,244 805 1,071,870
Trade debts 17 1,168,343 1,148 618
Advances 18 37,927 83,001

Trade deposits, short term prepayments
and balances with statutory authority 19 66,669 53,374
Interest accrued 1,031 2,663
Advance tax - net 115,550 -
Other receivables 20 104,664 589,761
Cash and bank balances 21 531,759 517,837
6,338,432 5,661,675
29,049,446 27,752,219

A (s Ao