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NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that Annual General Meeting of Shareholders of Shaffi Chemical Industries Limited will
be held on Wednesday 31" October, 2012 at 2:00 P.M. at Company's Registered Office at Plot No. 2, Gadoon
Amazai, Industrial Estate, Swabi, Khyber-Pakhtoonkhwa to transact the following business:

Ordinary Busines
1. Toconfirmminutes ofthe last Annual General Meeting held on 317 October, 201 1.

2. Toreceive, consider and adopt the Annual Audited Accounts of the Company together with the Auditors
and Directors Reports thereon for the financial year ended June 30,2012,

3. To appoint Auditors for next financial year ending June 30, 2013 and to fix their remuneration. M/s
Tabussum Saleem & Company Chartered Accountants has consented to continue as the Auditors of the
Company for the next year. The Board of Directors has also recommended for the appointment of M/s
Tabussum Saleem & Company Chartered Accountants as Auditors of the company for the year ending

| June30,2013.
T ranoidar antr athar tranonetiane wAth tha narmiccinm nftho rhair
; To consider any ether transactions with the permission o the chair.
BY ORDER OF THE BOARD
NAZIR AHMED
: FITM, FICS
Lahore: 08-10-2012 COMPANY SECRETARY

Notes: - :

1. Theshare transfer books of the company will remain closed from 24" October 2012 to 31" October, 2012
{both days inclusive). The shares received at company's share registrar office i.c. Corplink (Pvt) Limited
by the close of business on 23" October, 2012 will be considered in order for registration in the name of -
the transferees.

2. Members of the company are requested to immediately notify ﬂle change of address, if any, to the Share
Registrar M/s Corplink (Pvt) Limited, Wings Arcade, 1-K Commereial Model Town, Lahore.

|
|
‘|
|
|
o

3. Amember of the company entitled to attend and vote at this meeting may appoint another member as
his/her proxy to attend and vote instead of himv/her.  Proxies in order to be effective must be received by
the Company at the registered office not less than 48 hours before the meeting.

4. The members whose share are maintained on Central Depository System with the Central depasitory
Company of Pakistan Limited should follow the guidelines for attending the General Meeting and
appointment of proxies as laid down by the Securities and Exchange Commission of Pakistan.

)
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DIRECTORS' REPORT

Dear Shareholders,

On behalf of the board of directors 1 feel pleasure to present to our shareholders 18° Annual Report of Shaffi
Chemical Industries Ltd., together with the Audited Financial Statements for the year ended June 30, 2012.

FINANCIAL HIGHLIGHTS...2012

The financial results of the company are numerated below:

- Gross Profit =Rs. 415,520

- Operating Expenses =Rs.  (3,858,002)

- Qperating Profit/ (Loss) } =Rs. (3,442 ,482)

- Profit/ (Loss) before Taxation =Rs.  (14,370,252)

2 Taxation =Rs. (119,250)
- Profit/(Loss)after Taxation . =Rs.  (14,489,502)

YEARINREVIEW:

Net Sales during the year under review were registered at Rs, 14,09 million as compared to Rs. 42.64 million
registered during the last year. The main reason behind that unprecedented decrease in sales was cessation of sales of
super bond. It was finally decided by the Management in 2011 to stop its production and sales which then resulted in
lower turnover during the year under review. Gross Profit amounting to Rs. 0.42 million was earned during the year
as against gross profit of Rs. 13.62 million during the last year. Operating Results also landed in loss due to fixed
operating expenses. The recognition of losses of associated company affected the net profitability of the Company.

Option to re-start production of “Di-Octyle-Ortho-P'hathalates" (DOP) is in active consideration by the
Management. As soon as uninterrupted supply of its basic raw materiali.e., 2-Etylethonal is ensured by the suppliers
it production will resumed,

- With respect to all legal disputed cases reported earlier are explained comprehensively under the title
“Contingencies and Commitments”. :
COMPLIANCE WITH CODE OF CORPORATE GOVERNANCE:
The requirements of the Code of Corporate Governance set out by the Karachi Stock Exchange and Lahore
Stock Exchange in their Listing Regulations have been duly complied with and a statement to this effect is
annexed with the Report. In preparation of annual financial statements, the applicable accounting standards have
been followed which give a true and fair view of the state of affairs of the company zt the end of the financial
year and the profit/loss for the year under review. The financial statements have been prepared on a going
concern basis and sufficient care is taken for properly maintaining the accounting records in accordance with the
provisions of the Companies Ordinance, 1984 for safeguarding the assets of the company.
The Directors are satisfied with the system of internal control and there has been no material departure from the
. best practice of the listing regulations. The accounting policies and practices are in compliance with listing rules
and regulations. ;

CORPORATE AND FINANCIAL REPORTING FRAMEWORK:

Shaffi Chemical Industries Limited is listed on Karachi and Lahore Stock Exchanges and the Board has pursued the
standard of Corporate Governance and represents independent and diverse perspectives on the board to provide
proper overview of financial reporting framework of the company. The company has maintained proper books of
accounts. Appropriate accounting policies have been consistently applied in the preparation f financial statements
and accounting estimates are based on reasonable and prudent judgment. International Financial Reporting
Standards, as applicable in Pakistan, have been followed in the preparation of financial statements and there has
been no departure there from. The system of intemal control is sound in design and has been effectively
implemented and monitored. The annual audited financial statements are circulated within four months of the close
ofthe financial year. There are no significant doubts about the Company's ability to continue as a going concern.
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VISION AND MISSION:

The statement reflecting the Vision and Mission of the Company is annexed to the report.
EARNING PER SHARE:

Earning/(loss) per share for the year ended 30% June, 2012 is Rs.(1.21) compared to Rs.(14.21) per share for the
preceding year. ; !

PATTERN OF SHAREHOLDING:
Pattern of shareholding is annexed to this report,

| BOARD MEETINGS:
TenBoard Meetings were held during the year. The attendance of each director at the meetings is as under:
I S4# Name Paosition Board Meeting attended
1. Mr. Wagar A. Shaffi Chief Executive 05 Resigned27-12-2011
2.1 M, Iftikhar Shaffi Chief Executive 05 Appointed 27-12-2011
2. Mr. Sharig Ifitkhar ; Director 10
3. Mr. Sohail Malik Director £
4. Mr Muhammad Sameer Director 10
5 Mr Zahoor Ahmed Director 10
6. Mr. Hashim Aslam Butt Dircctor 08
7. ~ vir Mohib Hussain Director 08
BOARD COMMITTEES:
The Audit Committee and Human Resources & Remuneration Committee are the standing commiitees of the
board of directors.

Audit Committee is constituted by Board comprising of three non executive directors, Names of the members of
audit committee arc appended at Corporate Profile of this annual report. The Committee reviews the periodic
financial statements and examines the adequacy of financial palicies and practices to ensure that an efficient and
strong system of internal control is in place. The Committee also reviews the audit reports issued by the Internal
Audit Department and compliance status of audit observations. The Audit Committee is also responsible for
recommending to the Board of Directors the appointment of external auditors by the Company's shareholders and
considers any question of resignation or removal of external auditors, audit fees and provision of any service to the
Company by its external auditors in addition to the audit of its financial statements and reviews their procedures for
ensuring their independence withrespect to their audit performance. The terms and reference of the committee have
been formed and advised to the committee for compliance. The committee held four meetings during the year ended
30" June, 2012.

Human Resources & Remuneration Committee is responsible to look into the requirements of manpower engaged
by the company alongwith their remuneration and regularize the safety measures and environmental stewardship.
Committee recommend the board for review, consider & approve the managerment policies, compensation maiters
(including retirement benefits) of COO, CFQ, Company Secretary and head of internal audit and all such matters for
key management position who report directly to CEQ. The committee also ensures all elements of compensation and
welfare for all its employees.

TRANSFER PRICING:
The company has fully complied with the best practices on Transfer Pricing as contained in the Listing Regulations
of Stock Exchanges. : ]

FUTURE OUTLOOK:

The Manapement of the Company is actively considering revival of its DOP plant and has contacted major supplier
of 2-Ethylehexonal for its continued and uninterrupted supply. As soon as the arrangement with the supplier is made,
DOP operations will be restarted. Production and sale of Lith, Diltex Binder, would however continue till revival of
the DOP plant. ‘ g
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CODE OF CONDUCT:
Our code is built on a set of shared values based on principles of honesty, integrity, diligence, truthfulness and honour.

PATTERN OF SHAREHOLDING:
Pattern of sharcholding is annexed to this report.

AUDITORS:

The present auditors, M/s Tabus sum Saleem & Company, Chartered Accountants are retiring at the conclusion of the
fortheoming Annual General Meeting of the company. The Audit Committee has recommended the appointment of
M/s Tabussum Saleem & Company Chartered Accountants as the statutory auditors of the Company for the year
ending June 30,2013, The Board of Directors has endorsed this recommendation.

QUALIFICATION OF AUDITORS REPORT:

e With respect to qualification No. 1, it is stated that the Company had lodged a complaint with the Securities
‘and Exchange Commission of Pakistan against illegal withdrawal of shares by First Capital ABN Amro
Equities (Pak) Limited, a member of Karachi and Lahore Stock Exchanges available in CDC subaccount
maintained with them. The provision against doubtful recovery has been made due to continued inaction on
the part of the SECP on our complaint filed in the vear 2000. Reversal of such provision will however, be
made afler the positive action by SECP in this matter. As regard a claim amounting to Rs. 552 million of
First Capital ABN Amro Equities (Pak) Ltd., proper disclosure has been made under Note # 1.

s Asrevaluation of fixed assets, since the DOP operations were ceased therefore, the management was of the
opinion that there is no need of revaluation in the year under review. The Management is now considering
revival of DOP plant, hence revaluation of the property, plant and equipment will be considered in the next
year.

e With respect to qudllﬁcatlon #3 of the audit repart and as stated in note # 35 of the annexed financial
statements, the management is. of the view that the recoverable amount of the plant is higher than its
carrying value as the plant could be used in the production of similar kind of other chemicals with slight
modification/addition.

s Regarding qualification #4 and 5 of the audit report, the company has filed suit against Allied Bank Limited

© as statgd innote # 11.1Lab of the annexed financial statements. The bank is not providing any kind of
correspondence as the case is pending before the Honorable Lahore High Court Lahore.

e  As reported under paragraph 2 two above, revival of DOP is under active consideration. There will be
iremendous increase in sales volume and profitability once the plant is restarted..

ACKNOWLEDGMENT:

The Board joins me to thank all the staff members and management team for their concerted efforts and contribution.

For and on behalf of the Board

IFTIKHAR SHAFFI
Chief Executive

Lahore:- 08" October, 2012
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Vision/Mission Statement/Corporate Strategy
And Statement of Ethics & Business Practices

Vision

To transform the company into a dynamic manufacturing organization to play a meaningful role on
sustainable basis in the economy of Pakistan in the best possible manner.

Mission

. To conduct company business through good governance with responsibility to all our stake holders
and foster a sound & dynamic team for maintaining professional standards and optimum use of
resources while achieving the unique position in t‘he market by meeting the requirements of high
quality products forthe customers.

Corporate strategy

To produce and market high quality products, consistently exceeding customer expectations, ensure
right usage of company's resources, create employment opportunities and protect the interest of
stakeholders.

Statement of Ethics & Business Practices

a) The Company's policy is to conduct business with honesty & integrity and be ethical  its
business dealings showing respect toall.

b)  Thecompany runs its business in an environment that is sound and sustainable.

¢) The company complies with all laws & regulations and expects its employees to familiarize & -
comply with them as well.

d)  The company does not support any polmcal party nor contribute to the funds of any group
whose activities promote party interests. '

e) The company is committed to the quality of its products and satisfies customer needs and
cxpectations.

) The company believes in adherence to the principles of rehdblhty and credibility in its
financial rcportmg and in transparency of business transactions.

g)  The company is an equal opportunity emplayer. Its employee recruitment and promﬂtlonal
policies are free of any gender bias and are merit oriented. It believes in mamtalmng good
channels of communications.

h)  The company expects its employees to abide by certain personal ethics whereby company
information and assets are not used for any personal advantage or gain.

i) The company believes in fair competition and supportappropriate competition laws.

The Board of Directors has constituted the audit committee, to be supportive of compliance.

(7)
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Statement of Compliance
With the Code of Corporate Governance

This statement is being presented to comply with the Code of Corporate Governance contained in the listing
regulations of Karachi, Lahore and [slamabad Stock Exchange (Guarantee) Limited for the purpose of
establishing a framework of good governance, whereby a listed company is managed in compliance with the
best practices of corporate governance.

The company hasapplied the principles contained in the CCG in the following manner:

1. The Board comprises of seven directqfs including the Chief Executive Officer. The Com]ﬁany encourages
the representation of non-executive directors on its Board of Directors. At present majority of the Directors
onthe Board are non-executive.

The independent directors meets the criteria of independence under clause i (b) of the CCG.

2. The directors have confirmed that none of them is serving as a director on more than seven listed
companies, including this company.

3. All the resident directors of the company are registered as taxpayers and none of them has defaulted in
payment ofany loan fo a banking company, 2 DFL or an NBFI of, being a member of a stock exchange, has

been declared as a defaulter by that stock exchange.

4. One casual vacancy was accurred in the Board of directors on 27" December, 2011 which was filled up by
the directors within days thereof, ;

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

w

6. The Board hasdeveloped a vision/mission statement, overall corporate strategy and significant policies of
the company. A complete record of particulars of significant policies along with the dates on which they
were approved oramended has been maintained.

7. All the powers of the Board have been duly exercised and decisions on material iransactions, including
appointment and determination of remuneration and terms and conditions of employment of the CEQ,
other executive and non-executive directors, have been taken by the Board,

8. The meetings of the Board were presided over by the Chairman and, in his absence, by a director elected
by the Board for this purpose and the Board met at Jeast once in évery quarter. Written notices of the Board
meetings, along with agendaand working papers, were circulated af least seven days before the meetin o5,
The minutes of the meetings were appropriately recorded and circulated.

9. TheBoardarranged no training programs for its directors during the year.

10. There was no change in the position of company secretary, Chief Financial Officer (CFO) and Head of
Internal Audit during the year. ;

11, The directors' report for this year has been prepared in compliance with the requirements of the Code of
Corporate Governance and fully describes the salient matters required to be disclosed.

12, The financial statements of the company were duly endorsed by CEO and CFO before approval of the
Board :

.
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13. The directors, CEO and executives do not hold any interest in the shares of the company other than
that disclosed in the pattern of shareholding.

14. The company has complied with all the corporate and financial reporting requirements of the Code of
Corporate Governance.

15. The Board has already formed an Audit Committee. It comprises three mennEers, whoare non-executive.

16. The meetings of the audit committee were held at least once every quarter prior to approval of interim and
final results of the company and as required by the CCG. The terms of reference of the committee have
already been formed for compliance.

17. The Board has already formed an HR and Remuneration Committee. [t comprises three members, who are
non-executive directors.

18. The Board has set up an effective internal audit function managed by suitably qualified and experiehced
_ personnel who are conversant with the policies and procedures of the company.

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

20. The statutory auditors or the persons associated with them have not been appointed to provide other
services except in accordance with the listing regulations and the auditors have confirmed that they have
observed IFAC guidelines in this regard.

21. The'closed period’, prior to the announcement of interim/final results, and business decisions, which may
materially affect the market price of company's securities, was determined and intimated to directors,
employecs and stock exchange(s),

22. Material/price sensitive information has been disseminated among all market participants at once through
stock exchange(s).

23. Weconfirmthat all other material principles enshrined in the CCG have been complied with.

%y

: : : IFTIKHAR SHAFFI
Chief Executive
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