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Economic Outlook
The outgoing government’s 

5-year term ended in March 2013, 

with limited political scope for 

major policy or structural reforms 

to be implemented. Economic 

developments in FY13 were marred 

with deepening concerns about 

sustainability and the adequacy of 

foreign reserves.

During the year, growth in Pakistan’s 

industrial sector improved supported 

by a broad-based recovery in large 

scale manufacturing, construction 

and mining and quarrying; 

agricultural growth was adversely 

affected by heavy rains and localized 

floods during the Kharif season. 

The Services sector also remained 
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subdued due to decline in growth 

rates of transport, storage and 

communication and general services. 

The downside from possible shortfalls 

in agricultural production offset the 

modest improvement in large-scale 

manufacturing during the first half 

of the year. Production of petroleum 

products, iron, and steel picked up, 

but growth in textiles and food, which 

account for almost half of large-scale 

manufacturing production and the 

bulk of exports, remained negligible. 

Consequently, GDP growth rate 

during FY13 remained low at 3.6% 

versus 4.4% in FY12.

Growth in tax revenues remained 

sluggish, while expenditures on 
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power subsidies and debt servicing 

increased sharply, crowding out 

private sector credit disbursements. 

Coupled with pressures on liquidity, 

the devaluation of the PKR against 

the US dollar exacerbated ongoing 

economic instability and declining 

growth. As official reserves declined 

markedly, food and general inflation 

both re-accelerated in January 

following their earlier decline, and 

exports stagnated while imports 

contracted. 

Encouragingly, inflation fell 

significantly at around 7.75% during 

FY 2013. Economic activity was partly 

fuelled by SBP’s monetary easing; 

as receding inflationary pressures 

during the first half provided room 

to cut rates, during the fiscal, the 

central bank reduced discount rates 

by 300 bps to 9% in an attempt to 

stimulate growth and investment.

The lack of power being the main 

physical constraint on growth, 

performance in FY14 depends on the 

government’s ability to limit power 

outages; however Pakistan faces 

fundamental challenges to growth. 

While some drivers of the current 

situation, such as security 

challenges, are unlikely to change 

immediately, with greater structural 

reform we expect easing fiscal 

deficits, stable inflation and lower 

public sector losses enabling 

resource allocation for infrastructure 

development in the long to medium 

term. 

Market Review
Steel

Pakistan is a highly volatile market 

for steel line pipes. Due to the 

specialized nature of the product, 

there is a limited market confined to 

the Oil & Gas, Water, Sewerage and, 

Construction sectors. Of these, the Oil 

& Gas sector dominates the market 

for steel line pipes.

Pakistan’s energy consumption 

has been increasing exponentially 
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over the past few years; however, 

there have not been any significant 

discoveries in the sector, stagnating 

supplies and infrastructural 

development. To address the energy 

crisis, Pakistan has been looking into 

cross country natural gas pipeline 

projects and although some of 

these projects are at an advanced 

stage, the geopolitical constraint 

on potential partnerships remains 

a hurdle in obtaining closure on 

pending projects. We believe that 

the country is in dire need of sound 

and connected energy infrastructure 

to enable reliable power availability 

across the country.

At present the government is 

working on various projects to 

enhance the country’s energy 

infrastructure including LNG imports. 

If materialized, these projects 

will create demand for line pipes 

to enable transmission of LNG 

from the port to processing and 

distribution stations; Pakistan’s pipe 

manufacturing industry is keenly 

following up on developments on this 

front. Additionally, the government’s 

decision to allow fertilizer companies 

to directly purchase gas from E&P 

companies has opened up new 

markets for large diameter pipe 

manufacturers.

Industry and trade regulation 

remains a challenge as regional 

players, strengthened by government 

subsidies, sell steel products across 

international markets to capitalize 

on attractive dumping margins. 

Local manufacturers in Pakistan face 

survival challenges in the absence of 

effective trade regulations. 

We have been actively engaging 

regulators and policy makers to 

seek trade protection for local 

manufacturers. 

The market for external pipe coatings 

in Pakistan is gradually expanding, 

with increasing demand for line pipe 

coatings; the market for internal 

coating remains underdeveloped. 

Crescent Steel led local market 

development in external as well as 

internal line pipe coatings. Our vast 

experience in high temperature 

external coatings with several coating 

systems including 3-layer polyolefin, 

heat shrink tape and epoxy coatings 

gives us a competitive edge. 

With increasing needs on 

infrastructural development, Pakistan 

is a promising market for steel line 

pipes; however, sales are cyclical and 

materialization on projects is slow 

given high dependency on public 

sector initiatives.

With the Federal Budget targeting 

an aggregate outlay of Rs. 3.98 

trillion of which proportioned amount 

for the Public Sector Development 

Programme (PSDP) is Rs. 1.2 trillion, 

and, greater focus on developing the 

country’s energy infrastructure, we 

are optimistic on business prospects 

for our engineering business, in FY14.

Cotton 

During the fiscal, the government 

imposed and withdrew various 

changes in applicable tax 

laws. Floods, consistent power 

outages and gas load shedding, 

adversely impacted manufacturing 

performance of the textile industry.

Chinese demand for yarn fell 

during the second half of FY13. 

Consequently, local yarn prices 

remained under pressure, although 

only marginally lower than export 

prices.

As per USDA estimates, Pakistan’s 

Marketing Year (MY) 2013/14 cotton 

crop is forecast at 10.2 million (480 

lb.) bales, 9% higher than the MY 

2012/13 production level of 9.35 

million bales. 

To enhance productivity and quality 

of cotton products, the government 

is considering an ambitious five-

year program, setting aside funds 

for research and development, 

capacity-building, and infrastructure 

development. 

We will continue to explore and 

tap emerging and new market 

opportunities in the sector; Pakistan 

is the fourth largest producer and 

third largest consumer of cotton, in 

addition to being the largest exporter 

of cotton yarn in the world. Cotton 

is the country’s foremost non-food 

cash crop and the cotton sector, 

along with the textile and apparel 

industry, accounts for 11 percent of 

GDP, and 60 percent of the country’s 

export value, while employing 35 

percent of the industrial labour force. 

Consequently, cotton production 

supports Pakistan’s largest industrial 

sector. An important sector for the 

local economy, future prospects 

of the sector performance are 

promising.
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Financial and 
Operational 
Performance
Overall financial performance

The Company’s after tax profit for 
the year ended 30 June 2013 (FY13) 
increased to Rs. 816 million as 
compared to Rs. 342 million in the 
last year. EPS for the current year 
stood at Rs. 14.45 as compared to 
Rs. 6.05 in last year. 

On Group basis (including the 
results of the wholly owned 
subsidiary companies Shakarganj 
Energy (Private) Limited (SEL), 
CS Capital (Private) Limited and 
Crescent Hadeed (Private) Limited, 
consolidated profit after taxation for 
the year amounted to Rs. 890 million 
and EPS stood at Rs. 15.77. 

Financial and Operational 
Performance based on Separate 
Financial Statements

The financial year ended with all the 
divisions contributing positively to 
the bottom line. The Cotton and IID 
divisions’ contribution to the bottom 
line was significantly higher than 
the previous year; Steel Division 
remained at par in comparison to last 
year’s performance.

Sales revenue increased by 27% 
to Rs. 5,002 million for FY13 (FY12: 
Rs. 3,943 million). Profit before tax 
of Steel, Cotton and IID divisions 
amounted to Rs. 270 million, Rs. 374 
million and Rs. 443 million (FY12: 
Rs. 279 million, LBT Rs. 88 million 
and Rs.132 million), respectively. The 
total profit after tax of Rs. 816 million 
includes Rs. 147 million relating to 
insurance claim settlement of Unit II 
of Cotton division and Rs. 167 million 
(FY12: Rs. 100 million) of reversal on 

impairment of investments. Had there 
been no insurance claim settlement 
and reversal of impairment, the 
Company would still have a profit 
after tax Rs. 502 million and EPS of 
Rs. 8.89 for the year ended 30 June 
2013; due to operating profits of Rs. 
269.7 million, Rs. 89.3 million and 
Rs. 275.3 million from Steel, Cotton 
and IID divisions, respectively, as 
compared to profits of Steel and IID 
divisions of Rs. 278 million and Rs. 
132 million respectively, and loss of 
Cotton division of Rs. 87.6 million in 
the previous year.
  
Summary of operating results 
as per Separate Financial 
Statements:
• Sales revenue increased by 27% 

to Rs. 5,002 million (FY12: Rs. 
3,943 million).

• Investment income increased 
to Rs. 298 million (FY12: 67.2 
million).

• Gross profit margin was 13% for 
current year as compared to 13% 
last year.

• EBIT improved to Rs. 1,150 
million for the current year 
(FY12: 432 million).

• EBITDA stood at Rs. 1,241 million  
(FY12: Rs. 574 million).

• EPS increased to Rs. 14.45 for 
the current year (FY12: Rs. 6.05).

• Return on average capital 

employed (annualized) was 
29.3% (FY12: 12.3%).

• Return on average equity 
(annualized) was 23.3% for the 
current period (FY12: 11.4%).

• Break-up value per share 
increased to Rs. 69.07 (FY12: 
Rs. 54.9).

Business Segments
Steel Division – Operational and 
Financial review

The actual mix diameter bare pipe 
production during FY13 increased by 
57% to 12,266 tons (FY12: 5,236 tons), 
while capacity utilization of the pipe 
plant was 30% (FY12: 14 %). Coating 
activities decreased by 10.8% in terms 
of area and stood at 245,505 square 
meters of pipe (FY12: 275,332 square 
meters).

Operating Results - Steel
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Revenue from Steel division 
increased by Rs. 685 million in FY13 
to Rs. 1,965 million (FY12: 1,280 
million). With comparatively higher 
sales, GP during FY13 was higher at 
Rs. 464.2 million compared to Rs. 
437.7 million during FY12 due to a 
change in product mix.

Sales revenue and gross profit were 
higher by 53% and 6% respectively, 
compared to the corresponding 
period last year.

Cotton Division – Operational 
and Financial review

As a business continuity strategy 
after the fire at the spinning unit, the 
management explored opportunities 
to defend the division’s top line and 
successfully contracted spinning 
units and outsourced the conversion 
of cotton to yarn. In addition to 
outsourced production, the division 
also traded raw cotton to contribute 
positively to the bottom line.

Precarious energy supply resulted 
in stoppages and restricted the unit 
from running at full swing to meet 

targeted production, as a result, 
Unit-I worked an average of 345 
working days and produced 22.5 
million Lbs. of mixed count yarn 
(FY12: 15 million Lbs.).

As a result of initiatives mentioned 
above, Cotton division recorded 
sales revenue of Rs. 3,037 million 
(FY12: Rs. 2,663 million), which 
includes revenue from yarn sales at 
outsourced facilities amounting to Rs. 
946.5 million and raw cotton sales of 
Rs. 340.9 million.

Profitability - Cotton
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The gross profit for the period was Rs. 
186.6 million against Rs. 71.1 million 
in FY12; the improvement in GP is 
primarily attributable to an increase 
in sales volume and average selling 
prices by 5.3% and 4%, respectively, 
and an improvement in yield  by 3.6% 
to 83.3% (FY12: 80.4%).

The pre-tax net profit (excluding 
insurance claim settlement) for the 
year was Rs. 89.3 million, against a 
net loss of Rs. 87.6 million (including 
Rs. 85.4 million loss of Unit-2) in the 
previous year. After accounting for the 
net gain from the insurance claim, the 
pre-tax net profit was Rs. 374.3 million.
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Investment and Infrastructure 
Development (IID) Division 
– Operational and Financial 
review

During the year ended 30th June 
2013, the benchmark KSE-100 
index extended its bullish trend 
and posted an enormous growth 
of 52.2% to close at 21,005.69 
points. The bourse has sustained 
the bull run consistently for the 
period under review with massive 
jumps in between. The main factors 
contributing to this increase include 
healthy growth in corporate earnings, 
monetary easing by the State Bank 
of Pakistan with discount rate cut 
during the period of 300 bps to 9%, 
Capital gains tax relief package, 
improvements in Pakistan-US 
relations, foreign net inflows of USD 
568mn and the positive sentiment 
after the election of the new 
government during the last quarter. 

The division’s profit before tax for 
the year ended 30 June 2013 stood 
at Rs. 442.7 million, Rs. 310 million 
(235%) higher, compared to Rs. 132 
million last year. This includes an 
impairment reversal to the tune of Rs. 
167.3 million (FY12: Rs. 100.6 million), 

on shares of Shakarganj Mills Limited. 
The PBT exclusive of this impairment 
was higher by 108% over last year, 
and is mainly attributable to income 
from investments amounting to 
Rs. 287.6 million. Total investment 
income includes dividend income 
of Rs. 60.4 million on the ‘Held for 
Trading’ and ‘Available for Sale’ 
portfolio classifications.

Income from investments in the HFT 
segment valued at an average of 
Rs. 404.4 million stood at Rs. 261.2 
million or 64.59%. During the year, 
the IID division’s portfolio of equity 
investments (excluding strategic 
investments) recorded a return of 
85.2% on average investments of 
Rs. 517.7 million – higher than the 
benchmark KSE 100 index, which 
increased by 52.2%.

The value of investments in 
marketable securities (excluding 
strategic investments) amounted 
to Rs. 768.1 million (FY12: Rs. 497.4 
million). During the period under 
review, shares valuing Rs. 323.18 
million were purchased while shares 
equalling Rs. 432.33 million were sold 
on account of trading positions.
 

Financial and 
Operational 
Performance based 
on Consolidated 
Financial Statements
Consolidated profit after tax and EPS 
for the Group for FY13 amounted 
to Rs. 890 million and Rs. 15.77 per 
share (FY12: Rs. 471 million and 
Rs. 8.34 per share), respectively. 
The increase in profit after taxation 
in the consolidated financial 
statements is due to the accounting 
treatment used for equity accounted 

Investment Portfolio - IID

Available for Sale
11%

Held for Trading
22%

Strategic Investments in Subsidiaries
67%
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investments and consolidation of the 
results of CS Capital (Private) Limited, 
which made a total contribution of 
Rs. 48.2 million in group profits as 
compared to loss of Rs. 0.47 million 
in FY12.

The combined share of profits from 
associates including gain on dilution 
of interests amounted to Rs. 269.4 
million (FY12: Rs. 255.3 million) 
out of which Rs. 29.4 million was 
contributed by SEL.

Balance Sheet 
The balance sheet as per separate 
financial statements continues 
to remain healthy with an asset 
footing increasing to Rs. 4,808.9 
million in FY13 (FY12: Rs. 4,172.3 
million). Current ratio increased 
to 2.3:1 (FY12: 1.8:1), reflective 
of prudent asset-liability 
management. The break-up value 
per share has improved to Rs. 69.07 
(FY12: Rs. 54.9). 

On a Group basis, the consolidated 
asset footing stood at Rs. 5,792.9 
million (FY12: Rs. 5,079.7 million). 
The break-up value per share has 

DuPont Analysis for the year 2013

improved to Rs. 85.9 (FY12: Rs. 70.9). 
The shareholder’s fund stood at 
Rs. 4,881.7 million (FY12: Rs. 4,007.9 
million).

Cash Flow 
Management 
Cash generated from operations 
during the year was shed down to 
Rs. 411.4 million (FY12: Rs. 805.4 
million). Net increase in cash and 
cash equivalents stood at Rs. 32.4 
million due to inflows of Rs. 192.3 
million from investing activities. This 
was offset by outflows of Rs. 81.4 
million for operating activities and 
Rs. 78.5 million related to financing 
activities. 

Initiatives 

Steel Division

Initiatives for continuous 
improvements to optimize plant 
and machinery are greatly valued 
at Crescent Steel. Process and 
equipment improvements result in 
increased productivity, enhanced 
uptime, and better product quality. 
During the year, we installed 
automatic laser tracking systems 

to further improve the automatic 
submerged arc welding (SAW) 
control systems at the Pipe Plant. The 
automation will enhance productivity 
and improve welding quality of our 
pipes. 

Our engineers have also developed 
a digital system for measuring the 
feed strip cut-width and online 
pipe diameters immediately after 
welding to provide timely feedback 
to Pipe Plant operators enabling 
real time corrective measures. 
This system utilizes the latest laser 
distance measurement sensors and 
PLC programming which display 
the dimensions on Human Machine 
Interface (HMI) screens.

High energy efficient motors have 
also been installed during the year as 
a permanent cost cutting initiative, 
enabling lower energy consumption 
during production processes.

We are committed to remaining at 
the cutting edge of technology and 
in ensuring quality of our products to 
maintain cost and quality leadership 
and uphold our position as market 
leaders.  
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Tax burden 24.9% (5.9%)
Interest burden 5.8% 33.9%
EBIT margin 21.7% 8.2%
Asset Turnover (times) 1.04     0.95     
Leverage 12.4% 11.7%
Return on equity 20.9% 11%
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Cotton Division

To further improve quality and 
productivity, during the year up 
gradation in existing machinery 
was successfully carried out at 
Carding and Winding sections of 
the Unit. High Production Cards 
were added to the existing set up to 
enhance quality, increase production 
efficiency while reducing operational 
costs. Subsequently, a new Blow 
Room line was put up to cater to 
the post up gradation production 
requirements.

33 Energy efficiency motors were 
added to minimize the energy cost 
under cost sharing through USAID. 
In order to stay abreast with latest 
developments, international market 
and trends the division also acquired 
International Cotton Association (ICA) 
membership.

With Unit II in-operational during 
the year, the division’s production 
capacity reduced by over 50%. To 
defend the top line and ensure 
business continuity, the Cotton 
division management arranged to 
trade raw cotton and outsource yarn 
production.

Contribution to 
National Exchequer 
and Economy
Crescent Steel continued to 
contribute to economic prosperity 
by providing employment for 852 
full and part-time employees with 
compensation and benefits of Rs. 
252.6 million. The Company has 
contributed Rs. 730.2 million towards 
the national exchequer on account of 
government levies and taxes 
(FY12: Rs. 290.3 million).

During the year, the Company 
manufactured 12,266 tons of steel 
pipes and 22.5 million lbs. of cotton 
yarn; bought Rs.4,232 million worth 
of goods and services from various 
suppliers of all sizes.

Contribution to the economy 
included Rs. 62.9 million on account 
of payments to providers of capital 
and Rs. 197.6 million in the shape of 
shareholders’ returns through cash 
dividends.

Quality
CSAPL is committed to the highest 
standards of quality in product 

delivery and services while 
maintaining strong customer focus. 
We strive to apply cutting edge 
technology and remain client centric 
to drive profitability and efficiency, 
without compromising on quality. 
Every year, we make sure incremental 
improvements are made through 
specific quality improvement projects 
that run in parallel to our strategic 
and process improvement initiatives. 
Effectiveness of our Quality 
Management System is ensured 
through an independent quality 
function.

Steel Division

Since inception, the Company 
retains authorization to use the 
American Petroleum Institute (API) 
monogram; API signifies the highest 
international standard accredited for 
quality of steel line pipes. In 1997, 
CSAPL was awarded ISO 9001 Quality 
Management Standard Certificate 
which it continues to maintain as ISO 
9001:2008, and became the first 
Pakistani company to have acquired 
oil and gas industry specific, ISO/
TS 29001 and API Q1 management 
system certifications.
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CSAPL also retains ISO 14001:2004 
and OHSAS 18001:2007 standards 
certification awarded in 2010. 
Obtaining this HSE certification 
was possible through consistent 
dedication and hard work of all 
our people and reinforces our 
commitment to the highest standards 
of HSE and Quality.

Cotton Division

The Division strives to make 
products to be best suitable to user 
requirements and to maintain its 
quality consistency. To achieve and 
maintain this level a competent 
quality team is established in-house 
and for outsourced processing.

To ensure the highest quality 
standards, the division consistently 
retains Lloyd’s Register Quality 
Assurance (LRQA) ISO 9001:2008 
certifications, applicable to 
manufacturers of Carded and Carded 
Compact Spun Yarn.
 

Information 
Technology 
Governance
Information Management and 
Information Technology is built into 
our corporate strategy; our IT team 
is not a cost centre but a business 
partner. We strive to develop an 
agile IT infrastructure with a well-
integrated systems and resources 
to streamline operations, add value 
to business and enable informed 
decision making to channel growth.

Strategic alignment with Oracle 
ERP

Our information systems are 
integrated with manufacturing 
processes to capture real time data 
for process owners consistently 

providing business intelligence 
for structured decision making. 
Implemented in 2009, our 
information management system 
consists of Oracle financials with 
13 Modules covering all layers of 
Financials, Order Management, 
Inventory, Supply Chain, and Project 
Management.

Secure and Uninterrupted 
Infrastructure with Open Cloud

As a process improvement and 
cost reduction initiative, all major 
IT applications were successfully 
migrated to Open Cloud Technology 
with Tier-1 network that assures 
100% network uptime under 
compliance with security and 
privacy certifications of Sarbanes 
Oxley, ISO 27001 and ISO 14001 for 
environmental management.

Mobility and Value Delivery

During the year our in-house IT team 
designed and developed a customer 
interface to provide real time order 
status information to Steel Division 
clients.

Record Management

Historical records are maintained off-
site with adequate access controls. 
By digitizing records and information, 
the Company has migrated to a Cloud 
Computing and data warehousing 
environment. This not only ensures 
safety of data, it offers the advantage 
of being able to access this 
information anytime, anywhere.

Impact Investing
Corporate Social Responsibility (CSR) 
is our strategic management-driven 
initiative that integrates our business, 
environmental and citizenship 
activities to uphold our values. We 
are rapidly discovering that impact 
contribution to our community 
underpins long term success for 
our business. While Crescent Steel 
competes hard to achieve leadership 
and business success, we are not 
concerned only with results, but with 
how the results are achieved and 
the impact of our business and its 
activities for stakeholders.

Chief Executive’s Review
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Every employee knows that CSR is an 
integral part of our business model – 
we aspire to ensure that every single 
employee, customer, and supplier 
takes responsibility for social issues 
and that the design and execution 
of our engagement with community, 
business and strategic partners is 
impact oriented and sustainable.

Throughout each fiscal year, 
impact investment activities are 
carried out at the workplace and 
the local communities. Structured 
around social, environmental, 
and economic objectives, our 
community investment strategy 
aims at striking balance between our 
economic, social and environmental 
responsibilities and opportunities, 
to create substantial long term 
value for our stakeholders; helping 
disadvantaged people achieve 
economic independence and security 
through designed and structured 
societal investment programmes.

Our belief that our competitiveness 
and the health of the communities 

where we live and operate are 
mutually dependent has been 
incorporated in our corporate 
strategy; our impact investment 
policy allocates 2% to 5% of pre-tax 
profits towards focused community 
investments in the education, 
environment and health sectors. 
Working with selected community 
partners the Company invested 
Rs. 35.1 million (FY12: Rs. 22.6 
million) through investments, 
donations and sponsorships.

We aspire to be recognized as an 
innovative, customer-focused 
company that delivers quality 
products, ensures excellent careers 
for its people and contributes 
positively to the communities in 
which we live and work. To meet 
our CSR objectives and maximize 
the impact of our community 
investments, we focus our support 
on specific issues and causes that 
are important to our stakeholders 
and believe in developing long-
term strategic alliances with our 
community partners.

Commitment to Education:

Education Non-Profit Partner: The 
Citizens Foundation (TCF)

One out of every ten out of school 
children in the world are from 
Pakistan; Education is the right of 
every child. Crescent Steel has a 
robust community development 
program focusing on Education 
through our non-profit partner, The 
Citizens Foundation (TCF). 

Our seventeen-year journey with TCF 
has been a tremendous experience. 
Starting with Crescent Steel campus I 
in 1997, today the Company has built 
and continues to support 15 school 
units (12 primary and 3 secondary) 
and over 2,000 children have 
studied at Crescent Steel sponsored 
schools to date. Combined enrolment 
in these schools is 2,172 students, the 
majority of whom reside in some of 
the most impoverished communities 
of the country; nearly 50% of these 
students are female. 
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TCF Rahbar Programme

TCF Rahbar - a Mentor-ship Program 
is aimed at the development of 
youth as responsible individuals and 
productive members of society.

We encourage our people to 
participate and give back to society 
through this platform. This year six 
employees participated in 3 cycles of 
this program, volunteered 240 hours, 
and mentored 24 girls and 24 boys.

Supporting Sports and Young 
Engineers: Formula Student 
Competition 2013

During the year, we engaged the 
National University of Sciences & 
Technology (NUST) and participated 
as one of the main sponsors for the 
2013 Formula Student - NUST. 

NUST is the first Pakistani University 
to have participated in Formula 
Student, the largest international 
student motor sport in the world.

The Competition is a platform for 
engineering students to design, 
manufacture and market their 
own Formula Student Vehicle to 
participate in the race. This year 
the event was held at Silverstone, 
UK and organized by the Society of 
Automotive Engineers Global (SAE).

Commecs Institute of Business and 
Emerging Sciences (CIBES)

Commecs Education Trust (CET) is an 
education non-profit partner based 
out of Karachi. CIBES is a degree 
awarding institution, sponsored by 
the COMMECS Education Trust (CET) 
providing tertiary level education. 
During the year, the Company 
contributed through donations to 

build and dedicate facilities at CIBES 
that include class rooms, a library 
and laboratory. 

Jugnoo Sabaq, an adult literacy 
program launched in 2003 within 
the Company, is progressing well. 
The program was initiated to help 
improve literacy levels among 
workers at our facilities. Workers 
lacking basic primary education at 
the time of induction were enrolled 
and are schooled using the Jugnoo 
curriculum; a regular Jugnoo teacher 
visits the Nooriabad campus and 
holds classes daily. The program has 
remained committed to its objectives 
and with every passing year, literacy 
rates at our facilities are improving.

During the year we trained a resource 
through the Jugnoo Teachers Training 
program to enable continuation 
of the program on an own source 
basis. The Jugnoo trainer volunteers 
one hour daily to assist in improving 
literacy levels.

Commitment to Health

We continue to support health care 
initiatives through selected partners 
by contributing budgeted allocations 
for the Health Sector.

Health Non-Profit Partner: The 
Health Foundation (THF)

THF’s main mandate is to educate 
the public on prevention and 
management methods of viral 
hepatitis - a disease that is affecting 
millions of people in Pakistan. 
Crescent Steel supports THF’s “A 
Hepatitis Free Community – Model” 
project that spans over a period of 
four years and is to be completed in 
FY2015.

Indus Hospital 

We continue to contribute towards 
and support The Indus Hospital 
through annual donations. The Indus 
Hospital operates a state of the art 
hospital, providing premium, tertiary 
health care to some of the most 
vulnerable members of our society 
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and provides quality health care 
completely free of cost.

Civil Hospital

Civil Hospital Karachi is a 1900+bed 
tertiary care public and teaching 
hospital affiliated with the Dow 
University of Health Sciences. Civil 
Hospital Karachi is the largest 
teaching hospital of Pakistan, 
catering to patients from Sindh and 
Baluchistan. This fiscal, Crescent 
Steel donated medical equipment 
for the hospital’s Gynaecology and 
Obstetrics department.

Commitment to Community and 
the Environment

Pakistan Centre for Philanthropy 
(PCP)

Philanthropy in Pakistan, for the most 
part, can be described as successful 
in supporting social change and in 
giving individuals a chance, through 
an array of different initiatives, to the 
same opportunities in life as other, 
relatively more privileged Pakistanis.

Over the last decade and longer, 
there has been an emerging trend 
to support new initiatives with 
indigenous people and communities 
– much of this driven by the recent 
natural disasters, and the prolonged 
debates on the deteriorating 
education and health infrastructure. 
If we are lucky, the work being 
done in ‘indigenous (institutional) 
philanthropy’ will match-up with 
what the work of the Government 
should be - but for the most part 
individual philanthropy in Pakistan 
goes undocumented and generally 
has low expectation of social benefit. 

It is well known that this type of 
giving is usually directed towards 
alleviating immediate hardship and in 

most cases is concentrated towards a 
specific individual or group (domestic 
workers, other needy people, soup 
kitchens, mosques, pop up schools 
and so on). 

Crescent Steel fully endorses PCP’s 
initiatives to study, evaluate and 
report on indigenous giving in 
Pakistan to enable effective and 
sustainable social development. 
During the year we contributed to 
support the research study through 
donations.

Environment Non-Profit Partner: 
WWF - Pakistan

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

Earth Hour 

Earth Hour is the world’s largest 
public environmental action and a 
global testament of a commitment 
to protect the planet. Earth Hour was 
observed at 8.30 pm on Saturday 
23rd March 2013 and Crescent Steel 
with hundreds of millions of people 
in thousands of cities across the 
globe by switching off unnecessary 
lights and appliances to highlight 
the threat of climate change to our 
planet.

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

At Crescent Steel, we encourage 
our employees to be active and 
responsible global citizens who act 
in an environmentally friendly way 
when performing everyday tasks that 
impact our environment. 

Going Green

Paperless CSAPL

Our ‘Go Green- Go Paperless’ 
initiative aims to reduce and 
where possible and recycle paper 
consumption at the workplace. 
Through this initiative we hope to 
a move towards digital storage. 
Crescent Steel’s paperless initiative 
is environment friendly and utilizes 
digital e-signatures for internal 
documentation and management 
reporting requirements. We have 
installed two smart printers to enable 
us to measure and reduce paper 
consumption. 

70% of this annual report is printed 
on 100% recycled paper and 
constitutes a 30% reduction in paper 
volume compared to last year. 

Tree Plantation activities at our 
Campuses

At our facilities, we encourage 
our employees to participate in 
plantation activities. We have 
undertaken various initiatives to go 
green at our facilities in Nooriabad 
- an arid area on the outskirts of 
Karachi, and, at our Dalowal and 
Jaranwala campuses. 

During the year 150 trees were added 
at our Nooriabad premises, whereas, 
a massive plantation of 1,231 trees 
was carried out at our Jaranwala and 
Dalowal facilities. 

Over the years our plantation size has 
increased to over 4,400 trees.

Annual Report 2013 45



Marine Conservation 

Mangrove Plantation and Beach 
Cleaning

This fiscal fifty mangrove seedlings 
were planted by Crescent Steel 
volunteers at the WWF Wetland 
Centre. Along with the mangrove 
plantation, employees participated 
in a beach cleaning activity, which 
further enhanced their vision for a 
clean environment.

Raising awareness on Pakistan’s 
marine environment

Crescent Steel supports Agha’s 
Sport-fishing in its annual Marine 
Gala; initiated in 2008 with the 
mandate to protect and conserve 
the marine environment, the event 
aims to promote and raise awareness 
of marine and environmental 
issues in Pakistan. As one of the 
sponsors of the 2013 Gala: “Discover 
Marine Pakistan”, Crescent Steel 
in collaboration with Agha’s Sport-
fishing invited education non-profit 
partner TCF to bring a group of TCF 
school children for a dedicated 
mangrove tour.

Reducing Resource Use: Conserving 
Energy

We make a conscious effort to 
conserve energy at our offices, 
including a voluntary shut down of 
air conditioners for two hours every 
day. Crescent Steel also participates 
in an energy management system 
organized by SMEDA and APTMA. 

Based on the recommendations of 
previous energy audits, we have 
installed energy efficient fixtures 
and are continually exploring new 
methods of energy conservation. 
During the year, in collaboration with 
USAID, we replaced existing motors 
at Nooriabad and Jaranwala facilities 
with highly energy efficient motors, 
resulting in lower power consumption 
and ultimately, reduced maintenance 
and production costs.

Clean Water

Last year a Reverse Osmosis (R.O) 
plant was installed at our spinning 
facility in Jaranwala to provide 
accessible, clean drinking water to 
our employees. 

In continuation of our efforts to 
create awareness for sources of 
drinking water, in collaboration with 
the First Jaranwala Rotary Club, the 
Cotton Division participated in the 
launch of the Saaf Paani program. 
The Company helped identify and 
survey 40 hand pump locations and 
engaged the, Shakarganj Research 
Institute (SRI) to provide detailed 
testing to measure water quality 
from each source free of cost. The 
Company helped mark the pumps 
with high-visibility reflective tape and 
painted them Green or Red to signify 
the respective pumps as sources of 
either potable or unfit-for-drinking 
water.

Community awareness on existing 
sources of water will be done 
through local schools and health 
department officials, to educate 
people in Jaranwala about using only 
designated pumps for drinking while 
others may be used for washing or 
bathing.
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Through this initiative, we hope to 
decrease the spread of water borne 
diseases such as hepatitis and severe 
diarrhoea.

Supporting Local Arts

During the year, the Company 
supported the indigenous arts 
sponsorship for a clay triennial, 
showcasing works from local 
ceramists alongside works of foreign 
artists from 16 countries across the 
globe. ASNA’s mandate is to explore 
links between traditional crafts and 
contemporary ceramics through 
exhibitions, documentation and 
community interaction.

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

Through our reporting system we 
are building a culture in which all 
employees can discuss safety openly. 
This is reflected in the growing 
number of preventive reports which 
enable us to take prompt and more 
effective action to prevent unsafe 
situations.

We strive to stay a step ahead in 
complying with current legislature, 
legal and regulatory requirements 
by adopting safe working practices 
that protect people, property, 
computing systems, facilities and 
human health, within our boundaries. 
Aside of our internal safety practices, 
one of our goals is to protect the 

environment by conserving resources 
and preventing pollution in a cost 
effective manner.  

People
People are central and fundamental 
to our existence as an enterprise 
and the success of our business. 
We strive to engage our people 
through recognition to enhance 
skills development and instil a 
passion for challenge. Over the 
years we have observed that our 
people have evolved, personally and 
professionally, and have developed 
an increased appreciation of their 
surrounding environment, community 
and the values championed by 
Crescent Steel.

Engagement

At Crescent Steel we want an open 
and creative culture that harnesses 
diversity and inclusion to inspire 
ideas and ignite innovation. By 
designing new and creative models 
of engagement we equip leaders 
with tools to enable a culture of 
openness and innovation, where 
new perspectives and ideas are 
invited, heard and considered. More 
ideas lead to better ideas and better 
ideas lead to innovation. Our focus 
is on culture and innovation as an 
approach to diversity inclusion.

We use various tools to monitor our 
employee engagement including 
employee focus groups and round 
tables, participation levels in internal 
and community activities and the 
employee satisfaction survey. This 
year we engaged a sample of forty 
employees across functional units for 
feedback on the workplace culture 
and key issues.

We also designated three Open 
House days for employees to have 
a one on one sessions with the CEO 

to discuss any workplace issues, 
suggest processes and general 
improvements or just to have a chat. 

Our Human Resource and CSR 
initiatives were categorically 
structured to encourage employee 
participation in community 
investment and internal programs.

Training, Development and 
Sustainability

Crescent Steel’s commitment to 
its workforce includes enabling 
managers and leaders to be pedals 
for accelerating the Company’s 
growth. We invest in our leaders by 
providing learning and development 
opportunities that teach managers 
how to amplify talent, energy and 
capabilities. 

Our approach on talent multipliers 
rests on four core principles: to 
lead, coach, drive and inspire. These 
principles define how we reach our 
individual and collective potential. 
Managers are role models who 
inspire their teams, live the passion 
of our products and promote creative 
environments for innovative thinking 
and relevant work.

In building our teams we focus on 
Crescent Steel’s future business 
needs and how we can plan for 
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growth. We have transitioned from a 
single-product based approach to 
a diverse product suite and multi-
faceted businesses.

Our talent strategy focuses on critical 
assignment planning, manager 
accountability for coaching and 
mentoring, and a variety of innovative 
approaches to individual and team 
learning. We also work to ensure 
successful leadership transitions, 
develop the next generation of 
leaders and grow emerging and 
diverse talent.

Succession Planning 

Talent management and succession 
planning is carried out annually. 
A performance development and 
retention plan is designed for 
selected candidates. This process 
allows us to strategize and develop 
management roles for the business 
ensuring that a talented pool of able 
employees is ready to step up once 
the need arises.

To ensure that we have the 
leadership required for Crescent 
Steel to continue to grow, we are 
investing significantly in the areas 
of sustainable talent practices and 
infrastructure.

Rewards and Benefits

We celebrate and compensate 
successful employee results through 
excellent benefits and rewards. 
Crescent Steel offers competitive 
compensation including benefits that 
provide employees the opportunity to 
remain healthy, ensure the wellness 
of their families, and create a positive 
working environment. 

As a Company located across 
Pakistan – every location is different 
yet each location provides for 
variable health coverage; our 

manufacturing facilities are equipped 
with designated fitness centres, 
provide adequate time off, retirement 
savings and more. 

Governance
The Board places paramount 
importance on good governance 
and to this effect has developed 
effective governance structures 
through various processes and 
frameworks. These include “Core 
values”, “Standard of Conduct for 
Directors”, “Standard of Conduct for 
Employees” and “Policy statement 
of ethics and business practices” 
in conformance with the Code of 
Corporate Governance in Pakistan 
and International best practices.

Values and ethics exemplify an 
organization’s relationship with its 
business and strategic alliances. 
Governance standards are regularly 
reviewed and updated to ensure 
their effectiveness and relevance in 
line with the long-term objectives 

of the Company. The Board 
acknowledges its responsibility for 
the overall strategy, management, 
identification of and solution for risks 
and challenges, sustained business 
prosperity, and safeguarding 
shareholders’ rights. 

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

On 28 January 2012 the shareholders 
elected a seven member Board for 
a three-year term, which comprises 
of six non – executive Directors 
(including two independent 
Directors) and the Chief Executive. 
On the same day an audit committee 
was also appointed comprising of 
one independent and two non – 
executive Directors.
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In addition to the Audit Committee, 
the Board has also constituted the 
Human Resource and Remuneration 
committee and a Governance and 
Evaluation Committee; both comprise 
solely of Non-Executive Directors 
and are mandated to assist the 
Board to discharge its functions as 
well as monitor compliance with the 
Company’s governing principles. The 
above committees were already in 
place before they were incorporated 
in the revised Code of Corporate 
Governance introduced by SECP on 
10 April 2012.

Five meetings of the Board were held 
during the year to review and approve 
all issues and matters referred by 
the board committees. The issues 
discussed included periodical 
and annual financial statements, 
corporate and financial reporting 
framework, corporate strategy, 
budget reviews, budget forecasts 
with actual cash flows, management 
letters issued by the external 
auditors, compliance with relevant 
laws and regulations including the 

amendments introduced during the 
year, development and finalization 
of a formal whistle blowing policy 
and framework, acquisitions and 
disposals of fixed assets, review of 
risks identified and their mitigation, 
accounting and internal control 
system including IS controls, and 
other significant management issues.
During the year four Audit Committee 
meetings were held to review 
periodical and annual financial 
statements, audit plans, and reports 
issued by the internal audit function. 

Two meetings of the Human Resource 
and Remuneration Committee 
were held to address changes in 
the regulatory environment, review 
policies relating to employee 
compensation, and benefit plans 
and evaluate the performance of 
the Chief Executive Officer. The 
Board of Directors approved the 
appointment, remuneration and 
terms and conditions of employment 
of the Chief Executive Officer, the 
Chief Financial Officer, the Company 
Secretary and Head of Internal 

Audit as recommended by the 
Human Resource and Remuneration 
Committee. The Chief Executive 
Officer, the Chief Financial Officer 
and the Company Secretary did not 
take part during the discussion in 
the Board when their respective 
employment contracts were being 
discussed.

Three meetings of the Governance 
and Evaluation Committee were also 
held during the year to establish the 
mechanism for Board evaluation and 
to review the compliance with the 
Code and the Company’s governing 
principles. The committee tasked 
the management to develop and 
introduce a Whistle Blowing policy 
which was successfully incorporated 
and adequately communicated. A 
formal mechanism and framework for 
Board evaluation was also developed 
and deliberated on.

The Board has formulated and 
approved long-term strategy at 
the Corporate and Business Unit 
levels and placed a strong emphasis 
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on its monitoring. The Board also 
approved the key metrics upon which 
the performance of all business 
segments is measured. 

At the management level, we have 
a robust system of monitoring 
performance of all business 
segments and overall entity 
performance. Each functional area 
has clearly spelt out objectives 
and key performance indicators. 
Employee performance measures 
and incentive compensation plans 
are linked to meeting the established 
goals and objectives, whereas, entity 
performance is measured against 48 
financial and non-financial metrics 
that include: key financial ratios 
and operating statistics, Health 
and Safety indicators, sustainability 
indicators, customer and supply 
chain data, production parameters, a 
quality index, employee satisfaction 
results, and employee turnover 
numbers.

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

Whistle Blowing Policy

Crescent Steel is committed to high 
standards of ethical, moral and legal 
business conduct. In line with this 
commitment and our commitment 
to open communication, the whistle 
blowing policy was designed to 
provide an avenue for employees to 
raise concerns, and reassurance that 
they will be protected from reprisals 
or victimization. 

The whistle blowing framework 
intends to cover the following:
• Incorrect financial reporting,
• Unlawful activity,
• Activities that are not in line with 

CSAPL’s  policies, including the 
Code of Conduct, or

• Activities which otherwise 
amount to serious improper 
conduct.

During the year the policy, 
mechanism, and safeguards were 
formally reviewed by the Governance 
and Evaluation Committee and 
subsequently approved by the Board. 

No such incidence was highlighted or 
reported under the framework during 
the year.

Awards and 
Accolades
Top 25 Companies Award (KSE) 
2011 

Crescent Steel ranked in the KSE 
top 25 companies list, for the third 
time in four years. KSE evaluates 
listed companies on the basis of 
dividend payout, capital efficiency, 
profitability, free float of shares, 
transparency and investor relations, 
compliance with the listing 
regulations and good corporate 
governance. 

Best Corporate Report Awards 
2012 and 2011 (ICAP and ICMAP)

Our 2012 Annual Report ranked 
first for the Best Corporate Report 
Award 2012 in the Engineering sector 
while the 2011 Annual Report ranked 
second for the ICAP and ICMAP 
sponsored Best Corporate Report 
Award 2011.

The awards are a testament of the 
quality of our external engagement 
and our efforts to ensure quality, 
factual and timely reporting to our 
stakeholders.

Award of Excellence – Best 
Management and Decent Work 
Practices

Our Company participated and 
was ranked first in the competition 
for “Best Management & Decent 
Work Practices” organized by the 
Employers’ Federation of Pakistan 
for their 60 year celebrations. Our 
Company won in the category of 
small private sector companies. 

Best Practices Award for 
Occupational Safety, Health 
and Environment

During the year we secured 1st Prize 
in the 8th Employers’ Federation of 
Pakistan Best Practices Award on 
Occupational Safety, Health and 
Environment in the Processing and 
Allied Sector. 

Corporate Philanthropy Award 
2011*

Crescent Steel and Allied Products 
Limited was selected by Pakistan 
Centre for Philanthropy for the 
“Corporate Philanthropy Award 
2011”. Our Company was awarded 
a Certificate of Recognition for the 
philanthropic contribution made and 
related activities carried out during 
2011.

Chief Executive’s Review
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29th Corporate Excellence 
Award - MAP

Crescent Steel was runners up in 
the category of Industrial Metals 
& Mining at the 29th Corporate 
Excellence Awards held by the 
Management Association of Pakistan. 

Outlook: Going 
Forward 
Steel Division

In fiscal year 2013 the Steel Division’s 
sales revenue more than doubled 
over last year. The newly elected 
Government has announced an 
increase of over 40% in the annual 
development budget for FY 2014; 
similarly the Provincial governments 

have also announced a significant 
increase in their development 
budgets. We foresee an increase 
in the infrastructure development 
activities all over the country, 
especially in the power and energy 
sector. This will lead to growth in 
demand for the Company’s products. 

The Economic Coordination 
Committee (ECC) has approved 
the import of LNG from Qatar on a 
government to government basis. 
Also, the Government, via Petroleum 
(Exploration and Production) Policy 
2012, has brought facilitative 
policy reforms to encourage oil 
and gas exploration in the country 
especially for offshore and Shale 
gas exploration. We expect that this 

will significantly increase the Oil 
and Gas Exploration and Production 
activities in our Country and generate 
incremental demand for our products 
as it materializes.

A consortium of Fertilizer companies, 
in order to have uninterrupted gas 
supply, has entered into a Gas Sales 
and Purchase agreement with OGDC 
through which they will receive gas 
directly from different OGDC fields. 
The consortium will be responsible 
for laying the gas pipeline from gas 
fields to SSGC and the SNGPL gas 
network. It is expected that this 
project will generate demand of steel 
bare pipes. 

Steel prices are stable but may go 
up if manufacturers decide to curtail 
outputs.

The new Government has also shown 
its willingness to go ahead with the 
IP Gas Pipeline project. Construction 
Work on the project is expected 
to start very soon. Iran has initially 
offered construction of about 300 
km out of total 800 km of Pipeline in 
Pakistan from the Iranian border. The 
remaining portion of the pipeline is 
expected to be completed by SSGC 
and SNGPL.

Cotton Division

Next year appears challenging for 
the textile industry. We expect good 
cotton crop from China, India and 
Pakistan which is positive for price 
stability of raw cotton locally and 
internationally. However, due to 
China stockpiling 48 million bales, 
about half of the world cotton stock, 
any movement by the Chinese will 
affect the world market. 

Pakistan is leading player of coarser 
count yarn but faces competition 
from India due to devaluation of 
Indian Rupee.
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The industry continues to face 
regular power outages together with 
increasing fuel and power tariffs, 
which present a major threat to the 
economies of carrying out business 
by creating upward pressures on 
costs.

Investment and Infrastructure 
Development (IID) Division

Going forward the key drivers over 
the next year will be the release of 
the IMF loan, SBP’s monetary policy, 
and government actions to control 
fiscal imbalances and resolve the 
energy crisis. However, economic 
issues and re-entry into IMF program 
will present key challenges for the 
government.

It is anticipated that the SBP will 
continue its stance on monetary 
easing to ensure appropriate debt 
servicing. The key event for July was 
the staff-level agreement between 
IMF and Pakistan regarding a new 
program worth USD 5.3bn which 
carries positives for medium-term 
macroeconomic stability.

In FY14, many factors will contribute 
to the performance of the local 
bourse. There may be periods of 
heightened short-term volatility 
driven by macroeconomic issues. 
However, the markets are expected 
to remain positive amid prospects of 
a healthy equity market.

Challenges

Trade Protection:

Industry and Trade Regulation 
continues to remain a challenge 
for the local pipe industry. Local 
manufacturers in Pakistan face unfair 
local and regional competition as 
pipe imports are largely unregulated, 
with just a 5% variance between 

duties on raw material and finished 
product. 

However, with consistent efforts we 
were able to increase our market 
share to 47.26% for the FY13 (FY12: 
31.20%) in bare pipe category for 
diameters 12 inches and above. We 
were also able to increase our share 
in the coating application of line 
pipes to 29.83% (FY12: 26%).
The increase in market share was 
mainly due to securing orders from 
Public Sector Gas Companies. 

Imported products continue to 
cannibalize local products and 
margins.

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

Energy Crises:

Pakistan is currently facing a severe 
energy crisis which is hampering 
economic growth. Increasing power 
and gas supply shortage is adversely 
affecting the industry and production 
while continuous tariff hikes continue 
to add pressure to operating costs. 
The Company is looking at alternate 
energy resources to address and 
mitigate the risk associated with the 
energy crises.

Major Business Risks 
and their Mitigation
The Company is conducting business 
in a complex and challenging 
environment and is, therefore, 
exposed to a number of risks to 
its success and profitability. Every 
business decision taken is based on 
weighing the associated risks against 
rewarding opportunities. 

Risk management is one of the 
essential elements of the Company’s 
corporate governance and creates 
a balance between entrepreneurial 
attitude and risk levels associated 
with business opportunities. The 
Company has developed and 
implemented a comprehensive risk 
management framework that is 
integrated with the overall business 
strategy of the Company. The aim of 
this system is to identify risks early 
and to assess, manage, and deal 
with them. It supports recognizing 
developments likely to jeopardize the 
future performance of the Company 
and helps take pre-emptive action 
against unnecessary risks. 

The risk management system also 
serves as a means to systematically 
record business risks of the Company 
and present them in a transparent 
and comparable manner. It 
provides reasonable assurance 
that our business objectives can 
be achieved and our obligations to 
stakeholders; namely, customers, 
shareholders, employees and the 
surrounding communities are met 
with the highest level of compliance 
and integrity. Risk management is 
primarily the responsibility of the 
business managers. However, top 
management takes responsibility 
for the oversight of key risks and 
compliance with legal requirements.
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Risk and opportunity report
With an explicit understanding that this is not an exhaustive enumeration, the major risks and challenges faced by the 
Company along with measures taken for their mitigations are set forth below

Major business risks Mitigating factors / actions in place

Macro economic situation and political instability

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

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

Raw material sourcing / pricing

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

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

Investment risk

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

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

Currency risk

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

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

Credit risk

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

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

Safety and security of asset

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

The Company has designed and implemented high quality standards for safety and 
security of all the operational assets and compliance with such standards is strictly 
ensured and monitored. Apart from safety and security policies and procedures, the 
Company has fully insured all the assets of the Company to safeguard them from any 
unforeseen adverse event and to reduce the resulting financial and operational loss to a 
minimum level.

Cost and availability of funds

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

The significant portion of working capital requirements of the Company is arranged 
through short term financing. To successfully mitigate these risks, the Company has 
secured sufficient financing facilities to meet these requirements. Further, the Company’s 
held for trading investments portfolio is also managed to meet the working capital needs, 
if required.
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As we move into FY14, we have a 
strong balance sheet, good liquidity 
and financial flexibility with low 
gearing. Our significantly reduced 
cost base positions us well for an 
upturn in market conditions across 
our product suite.

We expect to see continued strong 
performance from our engineering 
and spinning businesses and 
the ongoing benefit of process 
innovations and permanent cost 
reductions over the course of FY14.

Crescent Steel is poised to 
benefit from local infrastructural 
developments in the medium to 
long term. Our aim is to increase the 
market penetration of our products, 
to capitalize on improving market 
conditions, and expand our presence 
in the building and construction 
markets.

Major business risks Mitigating factors / actions in place

Internal controls

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

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

Power and gas outage

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

Smooth operations of the Company may get affected; in particular, of the Cotton segment 
which relies primarily on gas generators to meet its power requirements. The Company 
has made arrangements to provide alternative power source to ensure that operations 
are carried out uninterrupted and as planned. 

Increase in competition through leveraging of technological changes

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

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

Employee recruitment and retention

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

A strong emphasis is placed on the Company’s human resource and its skill set. We 
operate the best talent management and human resource instruments to attract, retain, 
motivate, educate and nurture personnel and staff.

This financial year has proven our 
resilience. I would like to thank the 
Board and its’ committees for their 
proactive role in guiding us, and to all 
our employees and my management 
team for their strong commitment 
and outstanding contribution to 
achieving this profitable result, in a 
very challenging time.

I would also like to thank you, 
our shareholders, and also our 
customers, for your continued 
support.

For and on behalf of the Board of 
Directors

Ahsan M. Saleem
Chief Executive Officer
30 July 2013
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