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DOST

STEELS LTD.

Directors review:

The Directors of Dost Steels Limited are pleased to present their review on the financial
performance of the Company for the nine months ended March 31, 2017.

General Review

We are pleased to inform our shareholders that after the successful closure of the Right Issue the
Company is progressing steadily towards achieving the commercial operations by the end of
the ongoing financial year, or thereabout. The base work for this has already been completed
and the cold commissioning has been achieved without any major issue. The only area of
concern is the energization of the 132 KVA Grid Line which is currently under process and
requires certain right of ways for the installation of the poles for which management is pursuing
on a regular basis and hopefully the matter should be resolved for the in time start of
commercial operations.

The restructuring process of the company’'s outstanding debt is signed by all the syndicate
lender banks excepting Pak Kuwait Investment Company Limited (PKIC). However, PKIC has
given its consent with some minor changes to the restructuring agreement, these changes are
under process of incorporation in the restructuring agreement as an addendum, and the
Directors are hopeful that the restructuring agreement shall be completed soon.

We would further like to inform that your Company is strictly complying with the terms of
restructuring agreement, and accordingly payments are being made on due dates and there is
no overdue payment as on March 31, 2017.

Performance Highlights March 2017 March 2016
Loss before Tax (PKR) (66,801,591) (23,239,606)
Loss after Tax  (PKR) (66,801,591) (23,239,606)
LPS (0.44) (0.34)
Outlook

Keeping in view country’s existing annual demand of 6.5 million tons plus and government's
commitments toward upcoming infrastructure projects including but not limited to highways,
dams and industrial undertakings in relation to China Pakistan Economic Corridor. The DSL is in
takeoff position to capture a fair portion of steel sector’'s canvas soon after its hot commissioning,
the overall market scenario for the company’s products is very conducive and Directors believe
that good times lie ahead for your company.

Acknowledgement

The Board of Directors would like to express their appreciation for the assistance and co-
operation received from the banks, Government authorities, vendors and above all, the
shareholders of the Company for placing trust on their Company and wish to place on record
their deep sense of appreciation for the committed services by the executives and staff of the
company.

For and on behalf of the Board of Directors
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Chief Executive Officer
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DOST STEELS LIMITED
CONDENSED INTERIM BALANCE SHEET

AS AT MARCH 31, 2017

ASSETS
Non-Current Assets

Property, plant and equipment
Long term security deposits

Current Assets
Current portion of Long term security depaosits
Advances
Short term prepayments
Interest accrued
Tax refund due from government
Cash and bank balances

TOTAL ASSETS
EQUITY

Share Capital and Reserves
Authorized Share Capital
320,000,000 (June 30,2016 : 320,000,000)

Issued, subscribed and paid up capital
Discount on issue of right shares
Accumulated losses

Total Equity

LIABILITIES

Non-Current Liabilities
Advance for issuance of shares-unsecured
Long term financing - secured
Markup accrued on secured loans
Deferred Liabilities

Current Liabilities
Trade & other payables
Short term borrowings - unsecured
Accrued mark up

Current and overdue portion of long term borrowings

Contingencies and Commitments
Total Liabilities
TOTAL EQUITY AND LIABILITIES

Nofe

10

(Unaudited) [Audited)
March 31, 2017 June 30, 2016
Rupees Rupees

2,296,500,316 2,409,547,478
12,970,345 14,320,345
2,309,470,661 2,423,867,823
1,170,000 1,170,000
5,172,401 2,895,415
- 3,444,500
- 521,620
1,088,979 915,923
855,220,951 6,505,449
862,652,331 15,454,207

3,172,122,992

2,439,322,730

3,200,000,000 3,200,000,000
3,157,338,600 474,645,000
(1,345,481,480)
(567,795,559) (500,993,968)
1,224,061,561 173,651,032
358,100,019 486,603,186
827,470,534 831,701,117
614,940,264 614,940,264
2,749,561 1,873,561
1,803,460,378 2,135,118,128
20,562,162 29,985,993
112,395,021 45,692,239
11,643,870 54,875,338
144,601,053 130,553,570
1,948,061,431 2,265,671,698

3,172,122,992

2,439,322,730

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

P se——
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Chief Executive

Director




Administrative expenses

Finance cost
Other operating income

Loss betfore taxation

Taxation

Loss after taxation

Loss per share

DOST STEELS LIMITED
CONDENSED INTERIM PROFIT AND LOSS ACCOUNT (UNAUDITED)
FOR THE PERIOD ENDED MARCH 31, 2017

Note

Nine months period ended

Quarter ended

March 31, 2017 March 31, 2016 March 31, 2017 March 31, 2016

--------------- Rupees---------------
(72,331,142) (23,244,352) (12,588,8468) (3,518,297)
(70.394) (86,771) (22,912) (28,555)
5,619,965 91,517 - 34,511
(66,801,591) (23,239,608) (12,611,780) (3,512,341)
(66,801,591) (23,239,606) (12,611,780) (3,512,341)
(0.44) (0.34) (0.08) (0.052)

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

_—
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DOST STEELS LIMITED
CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (UNAUDITED)
FOR THE PERIOD ENDED MARCH 31, 2017

March 31, 2017 March 31, 2016

------- Rupees - - - - -
Loss for the year (66,801,591) (3,512,341)
Other comprehensive income
Items that will not be reclassified to profit or loss:
Remeasurement of staff gratuity - 425,279
Total comprehensive loss for the period (66,801,591) (3,087,062)

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

Chief Executive Director



DOST STEELS LIMITED

CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY (UNAUDITED)
FOR THE PERIOD ENDED MARCH 31, 2017

Balance as at June 30, 2015

Total comprehensive loss for the period
Balance as at March 31, 20146

Balance as at June 30, 2016

Right share issued during the period
Discount on issue of right shares

Total comprehensive loss for the period

Balance as at March 31, 2017

Share Capital Revenue
Reserve
Shareholders’
Issued, Accumulated Equit
subscribed and quity
. losses
paid up
--------------- Rupees - ------=-------
674,645,000 (467,040,311) 207,604,689
- (23,239,606) (23,239,606)
674,645,000 (490,279,917) 184,365,083
674,645,000 (500,993,948) 173,651,032
2,482,693,600 - 2,482,693,600
(1,365,481,480) (1,365,481,480)
- (66,801,591) (66,801,591)

1,791,857,120  (567,795,559) 1,224,061,561

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

CONDENSED INTERIM CASH FLOW STATEMENT (UNAUDITED)

FOR THE PERIOD ENDED MARCH 31, 2017

CASH FLOWS FROM OPERATING ACTIVITIES

March 31, 2017 March 31, 2014

Rupees

Loss before taxation (66,801,591) (23,239,606)
Adjustments for non cash items:

Depreciation 208,295 1,160,460

Finance cost 20,394 -

Provision for gratuity 874,000 -

Provision for bad delbts 500,000

Creditors written back (5,543,350)
Interest income (76.615) (?1.517)
(3,245,276) 1,068,943
Operating cash flow before working capital changes (70,044,867) (22,170,663)
Working capital changes:
(Increase) / Decrease in current assets:

Advances (2,776,986) 500,250

Short term payments 3,446,500 -

Other receivable - 740,070

Tax refund due from government (173,058) -
Increase / (Decrease) in current liabilities:

Trade and other payables (3,880,481) 23,667,010
Cash inflow/(outflow) from working capital (3,384,023) 24,907,330
Cash generated from/(used in) operations (73.430,890) 2,736,667
Taxes Paid - (141,307)
Long Term Security Deposits - (420,000)
Gratuity Paid - (479,250)
Finance cost paid (47.246.458) -
Net cash generated from / (used in) from operating activities (120,677,346) 1,696,110

CASH FLOW FROM INVESTING ACTIVITIES

Fixed capital expenditure 159,294,929 (368,368,875)

Long term security deposits 1,350,000 1,170,000

Interest received 598,235 113,203
Net cash generated from / (used in) investing activities 161,243,164 (367,085,672)

CASH FLOW FROM FINANCING ACTIVITIES

Advance received against issuance of shares (328,503,1467) 390,579,066

Accrued Mark-Up 50,127,367

Reciepts against Issuance of Right Shares 1,117,212,120 -

Repayment of long term financing - secured (47.262,051) (23.086,350)

(Repayment) Receipt of short term borrowings- unsecured 46,702,782 (29,304,073)
Net cash generated from / (used in) financing activities 808,149,684 388,316,010
Net (decrease)/increase in cash and cash equivalents during the 848,715,502 22,926,448
Cash and cash equivalents at beginning of the year 4,505,449 66,999
Cash and cash equivalents at the end of the year 855,220,951 22,993,447

The annexed notes form an integral part of these financial statements. I\
...._.-;—"" *Y .
s — — e -— *
Chief Executive Director




DOST STEELS LIMITED
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
FOR THE PERIOD ENDED March 31, 2017

1

[

LEGAL STATUS AND NATURE OF BUSINESS

Dost Steels Limited [the Comparny) was incorparated in Pakistan on March 1%, 2004 as g prdvate limited company under the
Companies Ordinance, 1984 (The Crdinance). The Company was converted into public limited company with effect from hMay
20, 2004 and then listed on the Paokistan Stock Exchange Umited | formerly Karachi Stock Exchange Limited) with effect from
Movember 24, 2007. The registered office of the Company is situated at 101, Chapal Plaza, Haosral Mohani Rood, Karachi 74000.
The principal business of the Company include manufacturing of steel, direct reduced iron, sponge iron, hot briquetted iron,
caroon steel, pig iron and special alloy steel in different forms.

GOING CONCERN ASSUMPTION
The Company has incured a net loss of Rs.646.801 million (2014 : Rs23.240 milion) and its accumulated losses are Rs.587.7%8
million (201 6:Rs 500.994.306 million) .

The Company is still maintaining a positive relationship with the agent of syndicated loan and has also given o mandate fo Invest
Capital Markefs Lmited to make adequate plans and foke necessary actiors that are required for commencement of
Comparny's commercial operations. Further during the period Company has issued 248,249 380/- right shares al discounted value
of ks, 4.5/~ per share to augment its effarts.

Therefare, the company expects that adequale inflows will be generated in the future yvears which will wipe oul these losses and
commercial production would commeance in near fulure, Dus to strong chances of success of thess plan, the financial
statements are prepared on the basis of going concern asumplion.

BASIS OF PREPARATION

These financial statements have been prepared in accordance with approved accounting standards as applicakle in Pakistan.
Approved accounting standards comprise of such Internaticnal Financial Reporting Standards {IFRE) issued by the International
Accounting Standards Board as are notfified under the Companies Crdinance, 1984, provisions of and directives issued under the
Companies Ordinance, 1984, In case requirements differ, the provisions of, or directives issued under the Companies Ordinance,
1984 shall prevail.

These condensed interim financial statements are being submitted o the shareholders as required under ssction 245 of the
companies Ordinance, 1984 and the listing regulalions of Pakistan 3tock Exchange where the company is listed.

These Condersed interim financial statements comprse of the balance sheet as at March 31, 2017 and profit and loss account,
statement of comprehensive income, statement of changes in eguity and the cash flow statement together with the selected
notes for the ning months ended March 31, 2017 are unaudited.

The comparalive balance sheet presented in thess condensed interim financial stotements as al June 30, 2014 has been
extracted from the audited financial statements of the company for the yvear ended June 30, 2014, whersas the comparative
profit and loss account, statement of comprehensive income, statement of changes in equity and the cash flow statement for
the nine months ended March 31, 2016 are unoudited.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies and the methods of computation adopted in the preparation of these condensed inferim financial
staterments are the same as those applied in the preparation of the financial statements for the year ended 30 Juns 201 4.

Previous period's figures are re-arangad/ reclassified where necsssary to facilitale comparison and are rounded off to the
nearsst of rupee; appropriate disclosure is given in relevant nole in case of materal rearangament.

ESTIMATES

The preparation of condersed interim financial stalements requires managemeant to make judgments, estimales and
assumplions that affect the application of accounting policies and the reported amounts of assels and liabilities, income and
expensas, Actual resulls may differ from these esfimates. The significant judgments made by the management in applying the
Company's accounting policies and the key sources of estimation uncertainty were the same as those that applied to the
financial statements for the vear endad June 30, 201 4.

RISK MANAGEMENT

The Company’s risk management abjectives and paolicies are consistent with those disclosed in the financial statements as at and
for the vear ended 30 Juns 2016,
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(Unaudited) (Audited)
March 31, 20017 June 30, 2014

Nofe Rupees Rupees
7.2 Capital work in progress
Land development 14,981,634 14,314,430
Civil works 210,870,818 209,231,543
Plant and machineny 1,345,080, 724 1,294,830, 548
Advance for Plant and machinery 17,913,835 231,097,985
Unallocated borowing costs 543,550,204 4%4,394,142

2,132,397.217 2,245 B468,668

8 ISSUED, SUBSCRIBED AND PAIDUP CAPITAL
[March 31, 2017 June 30, 2014 | [ March 31, 2017 June 30, 2016 |
Number of shares Rupees
Ordinary share of Rs./ 10 each
fully paid in cash

&7 464,500 &7, 464 500 Opening balance &7 4,645,000 674,645,000
248,26% 360 - lssued during the period 2482,693,600 -
Closing balance 3,157,338.400 674,645,000

The shareholders are enfited fo receive all disfribufions to them including dividend and other
enfittements in the for of bounus and right shares as and when declared by the Company. All
shares contain one vote without restriction.

9 DISCOUNT ON ISSUE OF RIGHT SHARES

The Company has issued right shares during the period with the approval of board of directors,
SECP and PSX with foce value of B2 4582 493,600/ comprising of 248 249 360/- ordinary shares of
Rs. 104/- each at a discount of Rs. 5.5/- per share,

10 LONG TERM FINANCING - SECURED
Term Finance - Besfructured Facilities
From banking companies and financial institutions

Jpening balance 885,576,455 931,308,237
service chargaes accrued dunng the year - 201,370
886,576,455 Q31,509,627
FPaid durnng the year (47.262,051) (44,933,172)
839,314,404 BEA 576,455
Less: Current portion (11.643,870) (51.233.030)

Less: Overdue portion (3,642,308
(11,643,870) (54,875,338

10.1 827,670,534 831.701.117

10.1 The Company has aranged Restructured Term Finance facilifies of Rs. 931,509,627 /- from National
Bank of Pakistan, Askari Bank Limited, NIE Bank Umited, Bank of Ehyber, Pak Ewwait Investment
Company (Private) Limited, Saudi Pak Industrial and Agricultural Investment Company Limited
and Faysal Bank Limited (former Royal Bank of Scotland Limited) as Syndicated loan, whereby
Faysal Bank Limited is acting as agent of the syndicate. Due to absence of cash flow and non-
commissioning of the project, DSL was and is vnable to meet its repayment obligations towards
the Ananciers. All the syndicate banks have given their in-principle approval to the rescheduling
and restructuring of the debts and obligations. All the syndicate banks except Pak Euwait
Investrnent Company  (Private) Limited have signed the rescheduling and restructuring
agreement. Pak Kuwait is expected to sign this agreement in the near future.

Terms of rescheduled and restructured agreement are as follows:



a) For the repayment of the unpaid markup refer note 19, mark up has been calculated on the total
outstanding amount from the date of last payment fill 30 June 2014 - the assumed date of
commissioning @ 8% per anum. The fofal Mark up calculated will be converted into a "lero
Coupon TFC convertible into ordinary shares”. All the TFCs issved will be completely converted into
equity/ordinary shares by 2027 as per the following schedule:

Year $th | Year 10th Year 11th Year 12th
2024 2025 20024 2027
Percentage of TFC converted 25% 25% 25% 25%

The Conversion shall be held on the 20th Day of December each year at a discount of 5% to the
last six months weighted average price of the company shares at Karachi Stock Exchange Limited
[Now Pakistan Stock Exchange Limited)

b) The Mark-up rate effective from the date of Commissioning is 3 Month KIBOR payable in quarterly

<] The principal repayment is made in 41 quarterly installments commencing from 31 March 2014
and ending on 31 December 2025 as per repayment schedule.

d} The loan is secured by a morigage by deposit of fifle deeds of the Morfgoged Properties | o
charge by way of hypothecation over Hypothecated Assets | pledge of the Pledged shares, and
personal guarantess of the sponsors.

11 CONTINGENCIES AND COMMITMENTS

There has been no change in the sfatus of confingencies and commitments as reported in
preceading financial statements as on 30 June 2016,

12 TRANSACTIONS WITH RELATED/ASSOCIATED PARTIES

Related parties include asscciated companies, directors of the company, companies where
directors also hold directorship, related group companies, key management personnel, staff
refirement funds and enftities over which directors are able fo exercise influence. All fransactions
involving related parties arising in the normmal course of business are conducted at commercial
terms and conditions, and at prices agreed based on inter company prices vsing admissible
valuation modes, L.e. comparable uncontrolled price method. There are no fransactions with key
management personnel other than under their terms of employment fentiflements.

Transacfions with related parties and associated underfakings, other than those disclosed
elsewhere in these financial statements, are as follows -

(Unaudited ) {Unaudited |
March 31, March 31,

2017 2014
Rupees Fupees

Relationship

Associated undertakings:

Nature of fransaction

Advance torissuance of shares-unsecured

lssue of Right Shares 47,500,000 -

Relationship
Loy management parsonneal;

Nature of transaction
Short term loan direcltors/sponsarns - Unsecured/Interest ree
|Faid to) / Received from directors/spansors - Net 66,702,782 [15334.698)




Advance for issuance of shares-unsecured
Issue of Right Shares 261,003,148 -

Advance for issuance of shares-unsecured of Rs.358,100,019/- Short term bomrowings - unsecured
of Rs.112,395,021/- is due to associated and related parties.

13 DATE OF AUTHORIZATION FOR ISSUE

The financial statements were authorized for issve on Aprl 25, 2017 by the board of directors of
the company.

14 GENERAL

Figures in the financial statements have been rounded-off to the nearest Rupees except where
stated otherwise.

Chief Executive Director
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