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Dear Shareholders,

The results for the year reflect the

unprecedented chaos in the economic landscape

during the first half of the year under review.

Price spiral, erosion of value of Rupee vs. Dollar,

withdrawal of exchange risk cover by State Bank

of Pakistan, steep rise in interest rate, severe

liquidity crunch, energy crisis, closure of stock

market, worsening law and order all added to the

turmoil and resulted in an environment creating

strategic discontinuity.

Economy

After years of substantial growth, Pakistan’s

economy lost its momentum last year, with many

factors contributing towards the decline of the

economic progress. The aftershocks continued 

to impact the economy in the year under review.

The crisis hampered Pakistani exports and led 

to the uncertainty that followed the melt down

coupled with devaluation and the closure of

capital market not only slowed down the foreign

direct investment (FDI) but also took it’s toll on

the capital market. GDP is estimated to have

grown by 2.0 percent in FY2008-09, the worst

since FY2001. The energy shortages, political

instability and high interest rates have all

contributed to weakening economic indicators.

Overall manufacturing sector posted a negative

growth rate of 3.3 percent during the last fiscal

year against the target of 6.1 percent and 4.8

percent of FY07-08. Large scale manufacturing

(LSM) witnessed a broad-based decline of 7.7

percent against the revised growth target of

negative 5.0 percent during July-March 2008-09. 

The economic indicators have improved,

headline inflation has gone down and policy rate

cut is on the cards. Weakening rupee and rising

oil prices, however pose a threat. The economic

management of the country will remain a challenge.

Financial and Operational Performance

During the year under review the Company

sustained loss before tax of Rs. 105.1 million

mainly due to loss of Rs. 509.2 million from IID

division, and loss of Rs. 109 million from cotton

division, which has partially set-off by profit of

Rs. 513.2 million from steel division.

The loss after tax for FY09 amounted to 

Rs. 239.8 million as compared to earnings of 

Rs. 415.7 million for FY08 which was mainly

due to the losses amounting to Rs. 587.3 million

incurred in the first half of FY09 with IID being

the major contributor to the bottom line loss. The

dismal performance in the first half was mainly

due to economic crises and political turmoil in

the country which was further aggravated by

closure of the capital market. This was set off

against a healthy profit of Rs. 347.5 million in

the second half including income from investment

amounting to Rs. 162.4 million.
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(Loss) / Earnings per share (EPS)

The basic and diluted loss per share for

FY09 is Rs. 4.25 as compared to adjusted EPS 

of Rs. 7.36 for FY08. Loss per share in the 1st

half of the current year was Rs. 10.4. A rebound

in the 2nd half enable us to post pretax profit 

per share of Rs. 8.28 and an after tax profit 

of Rs. 6.15.

Steel Division

External environment is the driving force

behind the performance of any business and our

company is no exception to this fact. The

operating performance for the year under review

and the order intake was largely effected by non-

materialization of several key projects which

were put on hold due to an unprecedented price

spiral in the steel cost, financial crises in the

international market, rapid melt down of the

local economy and severe liquidity crunch 

and disruptions in the supply chain. 

The company focused on shifting of

production capacity from our traditional Oil and

Gas market to other sectors like Water etc. so as to

bring in a more diversified customer base. During

the current year revenue from steel division

amounted to Rs. 1,739.4 million and profit from

operations amounted to Rs. 560.1 million. Although

the revenue was down by 37.3% the gross profit

and operating profit were down by only 15.5%

and 13.9% respectively during the year as

compared to last year.

The actual mix dia bare pipe production

during the year was 14,368 tons (notional 37,470

tons) as compared to 41,102 tons (notional

50,958 tons) during the corresponding period

last year. During the year coating of 382,902

square metres of pipe was carried out as

compared to 208,487 square metres in FY08.

Cotton Division

Cotton division incurred a loss of Rs. 109.1

million as compared to a loss of Rs. 46.6 million

in the corresponding period last year (excluding

depreciation expense cotton division earning were

Rs. 30.7 million in FY09 as compared to Rs. 92.1

million in the corresponding period last year).

This was consequent to economic crises, free fall

of the market, energy shortages (plant shut down

due to unavailability of gas resulting in stoppage

cost approx. Rs. 19.1 million) and unfavorable

prices of cotton and cotton yarn. During the year

under review cost of cotton was 11.9% higher than

last year without corresponding increase in selling

rates of yarn (only 3% higher than last year).

Unit I and Unit II worked for only 324 days

and 351 days respectively due to electricity and

gas shutdown. Gross profit for the year under

review amounted to Rs. 21.1 million as compared

to Rs. 76.6 million in prior year – decreased by

72 percent. The underlying reason was higher cost

of cotton and stoppage cost due to electricity and

gas shutdown.
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Investment and Infrastructure

Development Division

Investment and Infrastructure development

division incurred a loss amounting to Rs. 509.2

million (LBT) during the full year ended 30 June

2009. However, during the second half of FY09

IID division recovered some of the losses incurred

during the first half of the year by showing a profit

of pretax Rs. 123.7 million.

The FY09 was a roller coaster ride for the

Equity market, with the market slumping to its

lowest in the first half of the year starting with 

a dismal run which continued till the end of the

first half. The political instability, rising interest

rates, balance of payment deficits, depleting

foreign exchange reserves and the failure on 

part of the government to resolve these issues

impacted the market badly. This was further

aggravated due to imposition of a floor and

closure of market from 27 August 2008 at 

KSE-100 Index of 9,144 for 110 days. The

purpose of the floor was to arrest the falling

market which had begun to echo a systemic

problem which might have spread to other areas

of the financial services industry. However, this

decision was detrimental to the Investment climate

and resulted in deepening the crises. The market

eventually opened on 15 December 2008.

Post imposition of the floor market volumes

fell to an average of 15.4 million shares per day

as against 95 million shares per day for the eight

weeks preceding the imposition of the floor.

From the removal of the floor on December 15

to the end of the year, the KSE-100 Index shed

36% or 3,322 points, reflecting the selling

pressure that was built-up during the period.

The market showed signs of recovery after

reaching its lowest level on 26 January 2009 but

was again hit by uncertainty and lack of interest

and closed at an index level of 7,162. Based on

these facts, the overall performance of the IID

division remained dismal especially in the first

half of the FY09 because of the negative outlook

of the market.  

The value of investments in marketable

securities excluding equity accounted investment

was Rs. 772.9 million (FY08: Rs. 1,464.4 million).

During the period under review shares amounting

to Rs. 634.2 million were purchased while shares

amounting to Rs. 860.1 million were sold on

account of trading and switching positions. The

closing value of the portfolio as at 30 June 2009

was Rs. 1,804.4 million (FY08: Rs. 2,687.1 million)

while loss for the year amounted to Rs. 345.6

million as compared to profit for Rs. 70.7 million

in corresponding period last year including

impairment of Rs. 71.3 million against equity

accounted investment.

In addition to above, impairment of Rs. 31.5

million against available for sale investment has

been transferred from equity to profit and loss
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account in accordance with IAS-39 and SRO

No. 150 (I)/2009 dated 13 February 2009, which

stipulated that significant and prolonged slump

in fair values of investment that resulted in

impairment had to be recognized in P&L account

rather than in equity through adjustment in

revaluation surplus.

Our portfolio investments have performed

well in past years and are balanced to mitigate

sectoral risks. We focus on the sectors possessing

potential for future growth and where real

investments are made.

Balance Sheet

Balance sheet footing has decreased to 

Rs. 4,109.7 million this year. Long term

borrowing at the yearend reduced to Rs. 55.8

million (2008: Rs. 168.1 million). Gearing ratio

(company’s long term debt to equity ratio) was 

2 : 98 at 30 June 2009 as compared to 5 : 95 at

30 June 2008. The liquidity position of the

company is satisfactory with a current ratio of

1.2 : 1 at 30 June 2009. Return on average equity

(ROE) for the whole year FY09 was negative

8.7% as compared to positive 13.4 percent for

FY08. The ROE for the first half was negative

44% however, with improved performance in the

second half reduced the overall negative ROE.

Return on average capital employed (ROCE) for

the current year was 2.4% as compared to 18

percent for FY08. This was also negative 20.6%

in the 1st half whereas for the 2nd half it works

out to 27.1%. 

The total of shareholders’ fund stood at 

Rs. 2.5 billion (2008: Rs. 3 billion). Reduction in

the shareholders’ funds is due to loss for the year

and reduction in other reserve for investments in

associates totaling to Rs. 144.7 million. Resultantly,

the break-up value for shares decreased to

Rs. 45.1 from Rs. 58.3 in last year.

Cash Flow Management

We at CSAPL place great importance at an

effective cash flow management so as to ensure

smooth running of the business and for this

purpose cash inflows and outflows are projected

on regular basis. Working capital requirements

have been planned to be financed through internal

cash generation and short term financing from

external sources. 

Cash generated from operations amounted

to Rs. 750.6 million during the year as compared

to Rs. 906.4 million. Net increase in cash and

cash equivalents was Rs. 184.2 million as

compared to net decrease of Rs. 855.2 million in

2008. It was mainly due to inflow from investing

activities amounting to Rs. 70.4 million as against

outflow of Rs. 893.4 million. 

Borrowing rates which were 10 – 11% in

the corresponding period last year increased and

ranged between 15 – 20% during the current

year, resultantly financing cost increased by 33
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percent i.e. Rs. 50.6 million. Despite the

liquidity crunch in the economy the Company

has managed to meet all its commitments on

timely basis.

Contribution to National Exchequer

The Company has contributed Rs. 520.4

million towards the national exchequer on account

of government levies and taxes as compared to

Rs. 712.3 million during last year.

Contribution to National Economy

CSAPL works out of two production

campuses and three major offices. We ensure that

wherever our production campuses are located,

the local population gets the first opportunity for

work. We also ensure that the local businessmen

/ vendor get an opportunity to supply goods and

services, if available. In doing so it generates

employment opportunities and also a market for

small vendors.

We have an ongoing program of developing

local vendors for substitution of imports. The

products that we supply have provided import

substitution in Steel Division and direct or indirect

exports in Cotton Division resulting in foreign

exchange savings / earnings for the country.

Quality

We at CSAPL give prime importance to our

independent Quality Management System and

are committed to provide quality products and

services conforming to international standards

and customer requirements. A quality culture has

set in at our facilities where every team member

endeavors to achieve the desired quality level.

Our strategy is to have quality as cutting edge by

acquiring modern technologies and enhancing

skills set of manpower - ensuring customer

satisfaction, maintaining cost and quality leadership.

As a result CSAPL has established itself as

“quality and market leader” in the country. 

Our commitment to quality can be gauged

with the fact that we are the only organization in

the pipeline business to have acquired following

license, certification of product and Quality

Management system:

� API-5L PSL1&2

� API-Q1 Quality Management System

� ISO 9001-2008 Quality Management system

� ISO/TS29001 Petroleum, Petrochemical and

Natural Gas Industries specific Quality

Management System.

We will continue to retain and defend our

quality leadership position in the industry.

Health, Safety and Environment

CSAPL is committed to provide a safe and

healthy workplace for its employees and the

other stake holders of the company such as

customers, suppliers, contractors and visitors.

We actively strive for eliminating all possible

causes of accidents, preventing environmental
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pollution, minimizing waste, energy conservation,

safety awareness, training, emergency preparedness

and managing environmental impact that can

affect the surrounding communities and the

environment at large.

Health, Safety and Environment (HSE)

compliance at all time is a responsibility of

everybody in the organization, we consults with

our employees on matters affecting their health

and safety. The company is committed to comply

with all legal and regulatory requirements related

to HSE and reviewing objectives and targets for

the continual improvement in HSE management

and performance. In CSAPL, a comprehensive

HSE management system is in place while the

policy is disseminated to all its stakeholders.

Corporate Social Responsibility

We consider CSR as a strategic management-

driven initiative that integrates our business,

environmental and citizenship activities to uphold

our values for the Company and its stakeholders

in an ethical manner.

At CSAPL corporate social responsibility 

is done, at work premises as well as outside,

through a well crafted strategy rather than just

being a yearend exercise. Strong emphasis is

placed on making Pakistan more educated and

for this purpose we define a clear strategy

supporting The Citizens Foundation and other

educational institutes. 

We believe in giving back to the society

where we live and operate, utmost importance is

given to be a responsible corporate citizen. As

per this policy the Company allocates 2% to 5%

of pretax profit for education, health and social

development sectors in the form of donations.

The company contributed Rs. 6.7 million during

the year (2008: Rs. 24.4 million) for various social

causes and activities. CSAPL has always paid

special attention to the education and has been

supporting The Citizens Foundation, which provide

quality education to less privileged children of

rural and urban areas through its very effective

network of 600 school units across Pakistan. The

Company with its partnership with The Citizens

Foundation has so far supported establishment of

16 school campuses across Pakistan.

To inculcate the sense of participation, staff

members visit the schools sponsored by CSAPL

to support the TCF activities. To boost a sense of

responsibility towards the less privileged children

among our staff members, we carry out “Paint a

TCF School” activity each year and this year we

carried this activity at two campuses. In addition

we contributed to support running of schools,

provision of vehicle, computers, laboratory

equipment and books.

At CSAPL we also feel responsible towards

our nation, the Company contributed to help the

internally displaced people in the Northern areas.
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We will continue our support towards the society

in every aspect possible as it is an integral part

of the Company’s strategy. 

HR Initiatives

The company has a clear vision that our

people and strong leadership practices are an

important enabler of high productivity and

sustainable competitive advantage of our company.

With a human capital of over 1,100 we take pride

in the fact that our employees are the ones who

shape the future of our company. Our focus in

HR is to unleash the organization’s intellectual

energy through excellence in world class HR

process and practices. We also continue to invest

in training of our people. 

Good Governance

The Board gives utmost importance to the

international and local best practices of good

governance and ensures that its principles remain

integral part of its operating, decision-making

and monitoring process. The Company gives

prime importance to clarity and objectivity of

information for our valued stakeholders. For 

this purpose the Company follows an effective

governance structure, processes and frameworks

including “Core values”, “Standard of conduct for

directors”, “Standard of conduct for employees”

a “Policy statement for ethics and business

practices”  all these measures lead to accurate

and reliable financial reporting, internal controls

through which we manage the risks, set our

targets and monitor company information.

Values and ethics encompass a trustworthy

relationship between organizations and their

business partners which paves the way towards 

a mutually beneficial relationship. These are,

therefore, ingrained in CSAPL’s culture. These

standards are regularly reviewed and updated to

ensure effectiveness and relevance for achievement

of long term objectives of the Company and are

applicable to everybody in the Company. The

Board acknowledges its responsibility for the

overall strategy, management, identification 

and solution for risks and challenges, sustained

business prosperity and safeguarding the rights

of shareholders. It endorses the Best Practices 

of the Code of Corporate Governance as an

effective tool in discharging these duties in

addition to enhancing the timeliness, accuracy,

comprehensiveness and transparency of financial

and non-financial information through

accountability and integrity.

Best Corporate Report

The Company has secured the 2nd position

in the Engineering Sector in the competition of

Best Corporate Report Award 2008 jointly

organized by the Institute of Chartered Accountants

of Pakistan and Institute of Cost and Management

Accountants of Pakistan. We strive to excel in

Corporate Governance and as transparency and

timely reporting is a key element of Corporate

Governance this clearly highlights our
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achievement in terms of our mission regarding

good Corporate Governance.

I will like to congratulate all employees of

the Company as it was only possible to achieve

this feat through there outstanding efforts.   

Business Process Reengineering and

Management Information System

To enhance efficiencies and as a part of

business process reengineering for continuous

improvement, the Company during the last year

initiated implementation of Oracle application

suite, an Enterprise Resource Planning system

for its financial, supply chain, manufacturing,

projects and Assets management to replace our

legacy applications. The system has been fully

implemented during the record time of 15 months

as per plan. New ERP system is running smoothly

and assisting to make our performance timely,

efficient and accurate. In the year ahead our goal

is to get the maximum leverage from this system.

Business Risks and Challenges

Doing business inherently involves taking

risks, and by taking measured risks we strive to

be a sustainable Company. Risk management is

one of the essential elements of the Company’s

corporate governance. This calls for creating 

a proper balance between entrepreneurial 

attitude and risk levels associated with business

opportunities. Through our risk management

framework we want to provide reasonable

assurance that our business objectives can be

achieved and our obligations to customers,

shareholders, employees, and society can be met.

Risk Management is primarily the responsibility

of the business managers. However, Head of

Risk and Compliance has a responsibility for the

oversight of the key risks and compliance of legal

requirements. As a part of our policy to produce

forward looking statements we are outlining the

risks which may affect our business. This exercise

also helps the management focus on a strategy to

mitigate risk factors. With an explicit understanding

that this is not an exhaustive enumeration, our

major risk factors are listed below:

Raw Material Sourcing

Inability to access raw materials, growth in

cost and expenses for raw materials and natural

gas, may adversely influence the future results 

of the Company. The Company aims to use its

purchasing power and long term relationships

with suppliers to acquire raw materials and

safeguard their constant delivery at the best

conditions. Company is sensitive to price

movements that may lead to erosion of margins

and liquidated damages due to non-availability

of raw material.

Investment Risk
Company has made significant investment

in marketable securities. Adverse stock market

developments may affect the profitability and

assets of the Company. The Company follows
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diversified investment policy and actively

manages its investment portfolio to match the

required risk profiles.

Currency Risk
Since significant parts of the Company’s

operations are based on imported raw material,

exchange rate fluctuations can have an impact on

the Company’s financial results. As forward cover

facility is no more available and the falling value

of Pakistan Rupee, mitigation of adverse currency

fluctuation has become more challenging. The

company follows various available means to hedge

against currency fluctuations to minimize losses. 

Cost and availability of Funds
Significant portion of the working capital

requirements of the Company is arranged through

short term borrowings. The Company’s financial

condition and results of operations could be

adversely affected if the Company does not

successfully mitigate risks associated with

availability of funds and interest rate changes.

Further, the overall liquidity position in the

economy may also adversely effect the business

of our customers which may have an impact on

company’s operation.

Employee Retention and Recruitment
The Company’s ambitious growth plans

may not be achieved when we fail to attract and

retain the right people. The Company puts emphasis

on attracting, retaining, motivating, and educating

staff, using Human Resources instruments.

Internal Controls
Without effective internal controls the

Company may be exposed to financial irregularities

and losses. This covers the areas ranging from

safeguarding the assets, compliance with laws

and regulations and accuracy and reliability of

its records and financial reporting.

Technological Advantages
Our competitors may be able to identify and

implement a major technological step change

resulting in product substitution, improve their

production efficiencies and lower costs. Our

inability to implement similar steps may make 

us uncompetitive. Similarly we have to ensure

that we match or exceed the quality and service

performance of our competitors.

Power and Gas Outage
Power and gas shortage may have a negative

impact particularly on cotton division as it runs on

gas generators. Similarly the customers operation

is also dependent on electricity and gas. Power

and gas outage may result in stoppage.

Future Prospects and Outlook

Fresh order intake for pipes and pipe

coatings is encouraging and the following factors

will contribute to increased volumes in production

and plant utilization.
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� Record allocation in Budget 2009 for PSDP

� Increased oil and gas exploration expected to

accelerate due to highly attractive petroleum

policy

In the medium term we expect progress 

on Iran – Pakistan pipeline project which has

become more compelling in wake of the current

energy crises. We expect substantial progress

and construction could start in the next fiscal.

The pipe sizes all will within our range and we

will be in absolute readiness to bid for supplier

to this protect. 

The cotton crop so far is in good condition.

The area of cultivation has been increased by 8-

10%, and more BT cotton has been sown. It is

estimated that the overall production can reach

14 million bales. If supply remains very close to

demand, then the price will continue to be under

pressure. As the world economy will improve,

Pakistan should be in a good position to reap some

benefits, due to its competitive position. Major

threat for Textile industry is power disruption

due to shut down of Gas during winter.

The prospects of a cut in the policy 

discount rate by the SBP expected in the

upcoming Monetary Policy, introduction of a

new leverage product in the capital market and

improved corporate earnings would help spawn

another positive run in the equity market.

CSAPL will benefit from all these factors.

General

I would like to propose a warm vote of

thanks for the proactive role of the Board and the

Audit committee in guiding the management in

these difficult times. Our employees also deserve

a vote of thanks from their dedication and hard

work which has made it possible to rebound

from steep losses in the first half of the year.

Whilst placing on record our thanks to all

the stakeholders we look towards their continued

support.

Ahsan M. Saleem

Chief Executive Officer

31 July 2009
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