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Vision Sratement

A sustainable growth oriented company and
market leader in 5teel Towers for Electricity
Transmission and Telecommunication,
Pumps & Electric Motors

Mission Statement

To replace the old machines & equipment
with most modern, efficient machines
leading towards automation. To produce
quality products at higher efficiency and

consistent guality with lower cost.
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QOur Products

PECO iz playing a vital role in the manufacturing of qualitative engineering goods of international
standard. Its producis have earmed reputation due o quality and reliability. PECO prasent producis
range includes the following:

Steel Structure

-Eleciricity Transmission & Disinibution Line Towers,
{11, 132, 220 & 500 Kv)

~Telecommunication Towers. [(Green Field & Roof Top)

Pumps & Turbines

PECDO preduces Mono Block & Mon Clegging Pumps,
Multi Stage Cenlrfugal Pumps, Deep Well & Agro
Turbines of various capacites & heads as per
requirements of the customers. PECD pumps range
also includes Sludge Pumps and the Pumps ulilized
in Sugar & Chamical industries.

Electric Maotors

PECD manufactures following range of eleciric motors:
~Horizontal Foot Mounied Molors in Drip Proof

& T.E.F.C. Enclosures.

-Flange Mounted Squirrel Cage Induction Motors.
~Wertical Hollow Shaft Motors in Drip Proof &

Totally Enclosed Fan Cooled Enclosures.

Foundry Products.

- Gray & 5.6, Iron Castings.
= Bronze Caslings.
=Aluminum Alloy Castings.

Rolled Products

=Angles

-Plain Bars

-Deformed Bars (Grade 60 & 40)

SAIES, SINong OIS &x SLE
-Steed Safes - 30°, 60", T2°
-Strong Room Doors & Steel Lockers for Banks
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Vear ar a Glance

Key Figures

Sales

Gross Profit

Profit Before Tax

Tax

Profit After Tax
Shareholders Equity

Total Assets

Fixed Assets (Net)

Earning Per Share (Rupee)

B
]
]

1,677
306
188

69
119
57

6,168

5,202

20.93

{Rs. in Million]
2009
1362
326
201
67
134
57
6,018
4914
23.54
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Quality Tlicy

We are committed to maintain our Customer’s
satisfaction by delivering the qualitative products and
services in accordance with their needs and requirements.
Customer’s feed back is continuously reviewed for
quality improvement to have continued customer’s
confidence and trust in our products. Quality policy and
objectives are reviewed on yearly basis,
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Corporate Strategy

To accomplish excellent results through
increased earnings in the best interest of all
stake holders. To be a responsible employer

to take care of the employees in their

career planning and reward.

Being a good corporate citizen,
contributing to the development of society
through harmony in all respects.
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T he Company History

A very modest size industry called the Batala Engineering Company (BECO), was set up
in Batala, India to produce chaff cutters and simple agricultural implements. 5Six years
later this agrarian based industry added Machine Tools in its production line, and just
before partition of India, it was ranked among the top three manufacturers of machine
tools in India. After partition in August, 1947, the company migrated to Pakistan and
made a fresh start in Lahore.

Here in Pakistan it started re-building the engineering set up, under a corporate status
and got it registered in the year 1951 as company listed on stock exchange. The
company entered into technical collaboration with world renowned arganizations from
Germany, Holland, Japan, United Kingdom and USA, to lay the foundations of a modern
engineering enterprise. The company developed wvery rapidly wunder the
entrepreneurship of a family group migrated from India. In twenty years time it was
capable to manufacture Machine Tools, Diesel Engines, Pumps & Tube Well Accessories,
Electric Motors, Textile Looms, Bicycles, Agricultural implements, Steel Structures,
Concrete Mixers, General Engineering supported by Steel Melting, Steel Rolling, Steel
Foundry, Cast Iron & MNon ferrous castings, Central Tool Room, Forging, Electroplating,
Galvanizing, Materials Testing & Research Laboratories, Engineering and Design
Departments. The company rapidly developed into a key industry of Asia.

The Govt. of Pakistan took over its management in the year 1972, under economic
reforms policy. After nationalization, under Govt. control the company performance
during most of the years was unsatisfactory. The Gavt. decided in the year 2002 to
regrganize and re structure the company. The main feature of restructuring scheme was
to close some of the product lines and continue with profitable products, with the help
of qualitative manpower. The Govt. subseguently in the year 2003 under privatization
policy, offloaded some shares, through stock exchange. Resultantly private share
holding is now 67% and government 33%. The compaosition of Board has accordingly
changed with six private shareholders elected Directors out of nine Directors. This
Private/Govt. partnership has helped in bringing change for efficient decision making,
liberty to ground management in managing operations, modernize production facilities
and better working conditions. The company has become vibrant after the above
actions, thus eaming profit and is on the path of continuos development. The Share price has
also increased manifold.
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Statement
of
Lrhics & Business Practices

I The Company’s policy 15 to conduct business with honesty and integrity
and be Ethical in all its dealings showing respect for the interest of those
with whom it has relationship.

2. The Company complies with all laws and regulations. All employees are
expected to familiarize themselves with laws and regulations governing
their individual arcas of responsibility, and not to transgress them. In case
of any doubt the employees are expected to seek necessary advice. The
Company believes in fair competition and supporis appropriate
competition laws.

3. The Company does not support any political party nor contribute to the
funds of groups whose activities promote panty interests.

4, The Company is committed to provide services, which consistently offer,
value in terms of price and quality and satisfy customer needs and
expectalions,

5. The Company 15 committed to run 115 business in an environment that 15

sound and sustainable, As a good corporate entity, the Company
recognizes 115 social responsibilities and will endeavor to contnbute to
communily activities as a whole.

6. The Company believes in and fully adheres to the principles of reliability
and Credibility in its financial reporting and in transparency of business
transactions.

i The Company is an equal opporiunity employer. lts employee recruitment
and promotional policies are free of any gender bias and are merit and
excellence onented. It believes in providing its employees safe and
healthy working conditions and in maintaining good channels of
communications.

8. The Company expects its employvees o abide by certain personal ethics
whereby Company information and assets are not used for any personal
advantage or gain. Any conflict of interests should be avoided, where it
exists 1t should be disclosed and guidance sought.

The Boar of Directors has constituted the *Board Audit Committee” to ensure compliance
of above principles.
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Financial Charges 26118 R2.551 2260 8.591 17.994 12813
Chher Charges ¢ic, 10,353 B.757 5932 18,118 53,892 1 145D
Cher Income 5,830 A4 300 18.784 63,304 (] 3043
Profit before Tax 188,195 201.171 168,469 201,628 113668 92,35
Profit after Tax 119,104 133048 109,447 313,047 1,09 404 58082

[Hviadend
Cash Dividend Sk, 02 71128 5 £1.212 17.071
Drividend Per Share {Bs.) 1b, W 12.50 - 0.00 3.00

Financial Position
Properiy, Plant & Equipment 4 RTO205 | 450277 | 1 3001608 | 1446760 | 1447021 1 454 809
Paid up Capital 56, 92 56,007 56.902 546, 502 56,902 56,902
Reserves 10, M} VIV 10,000 100, ) 10000 100000
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Kev Indicators
Ciross Profit Ratio 18,26 23.97 21.33 22,69 2603 31.00
Oiperating Profit Ratio 13,04 1823 16.09 16,74 2141 25,78
Operation Expenses Ratio 5.21 574 5.24 3.91 4.64 5.22
Profit Before Tax Ratio 11.22 14,77 16.25 200,50 13.62 100,54
et Profin Ratio .10 Q. f4 1056 L Bk 13.12 10,34
Eaming Per Share 20,93 23.54 19.23 54,84 19.24 1548
Warking Capiial TIR A0 Ti7 846 650,119 577,804 420 406 148 945
Current ratio 4.0 1. 3.74 163 246 1.24
Chinck ratpy 219 1.4] 2.12 216 134 (.47
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Matice is herchy given that the 61%  Annual General Meeting of Pakistan Engingering
Company Limited will be held at Hotel Ambassador, 7- Davis Road, Lahore, on Saturday,
October 30, 2000 at 10,30 A M. to transact the following business: -

2.

Tor confirm Minutes of 60" Annual General Meeting held on October 31,
2008,

T receive, consider and adopt the Audited Aceounts of the Company for the
vear ended June 30, 2000 wgether with the Auditors” and Directors” reports
thersorn.

To approve dividend. The Directors have recommended final dividend of
0% 1.2 Rs 500/~ per share for the vear ended June 30, 2000, Thiz is in
addition to interim cash dividend Bs. 5.00 (308%) per share paid during the
vear, thus making total cash dividend of Rs. 10003 ( 100%) per share for the
year 2000,

Ta appoint Auditors for the vear ending June 30, 2001 and o fx their
remuneration. The present Auditors Ms. Fazal Mahmeod & Company.
Chartered Accountants being eligible for reappoinimeént have offered
themsebves for reappointment. The Board of Directors, on recommendations
of the Audit Committée, has proposed appointment of M/ Fazal Mahmood &
Company, Chartered Accountants for the year 201 1.

To transact any other business with the permission of the chair,

Y ORDER OF THE BOARD

{ Mian Anwar Aziz )
Company Secretary

Lahore; Seplember 28, 2010

NOTES:

The Share Transfer Books of the company shall remain closed from 23,
October 2010 to October 31, 2010 (both days inclusive) and no transfier will
be registered during that time. Transiers received in order at the oflice of the
Registrar of the Company M's Scarlet IT Sysiems (Pvi) Limited, Hassan
Plaza, 6-A, Jail Road, Lahore, at the close of business on October 22 will be
treated in time for entitlement of payment of dividend,
A member entitled io attend and voie an this mesting is entitled 10 appoint
any person as 3 proxy and vole on his / her behalf, Proxies in order 10 be
effective must be received af the Registered office of the Company al &7
Ram Trust Building, Shahra-c-Cuaid-e-Azam. Lahore, not later than
forty eight (48) hours before the meeting.
Any individual Beneficial Onner of CIC, entitled 10 attend and vote at
this meeting. must bring his  her original Computerized National Identity
Card or passport. Account and Paricipant’s 1D numbsers, fo prove his /! her
identity and in case of Proxy must enclose an attested copy of his / her CHIC
or passport. Bepresentatives of corporate members should bring the usual
documents required for such purpose.
Sharcholders are requested 1o notify the change of address. il any.
immediately.
Members ane requested to provide by mail or fax, photocopy of their CNIC or
Passport, if foreigner, { unless it has been provided earlier ) 10 enable the
Company to comply with the relevant laws.

PECD
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To The Sharchalders

The Board of Direciors are pleased to submil io the sharcholders their Annual Repent alongwith
the audited financial statements of the Company for the vear ended June 2010,

PERFORMANCE OUTLOOK

During the year under review siress on business siability emanated mainly from Power and Gas
shortages, increase in petroleum prices and general inflation slow down of the overall economic
activity, The prices of imported items increased due to appreciation of Dollars against Pak rupee,
Salaries / Wages of the employees | Workers had to be increased to compensate them. The
increase in ¢osts could not be passed on 1o the customers duc 1o very tough competitions in the
local as well in foreign markets. Efforts were therefore, made o get orders mix so that business
volume as well as profitability could be maintained. The major supplics to WAPDA duning the
vear under review consisted of 132 KV, 220 KV & 11 KV towers. There was no tele-
communication towers demand during the vear,

During the year under review, however, management of the company focused on development of
Pumps, Motors / Turbines and Foundry Division. The technical team and the management of
PECO is endeavoring to find technology partners for upgrading high value added pump for
various applications and up gpradation of Foundry for cost reduction, better quality, enhanced
capacity to under take auto part & other castings.

Further more vanous devclopment works were camied out at Foundry, Electric Motors &
Structure Division in order to improve efficiency & productivity.

PRODUCT DIVERSIFICATION

The Company is planning to diversify its Products and feasibility of manufactunng of following
products is under way:

a-  Electricity Transformers
h- Auto Parts

FINANCIAL PERFORMANCE

The sale revenue of Rs. 1.677 billion for the year was higher by 23 % compared to the previous
year. The gross profit camed however was lower by Rs. 20,0 million compared to the last year.
The profit afier tax of Rs. 119104 million was carned for the vear as compared 1o Rs. 133,948
million during the previous vear.
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The decrease in profitability during the current year compared to the comresponding year is mainly
attributable to the impact of intensive competition, narrow margins and high input costs,

Dperating expenses during the year increased by 12 %6 as compared to the previous yvear mainly
due to increase in salary / wages, office renovation & repairs expenses and increase in freight
/forwarding rates. Financial charges however, decreased from Rs. 82.5 million of last year to Rs.
26.1 million during the current period.

The Company paid off all bank loans due till 30.06.2010 during the period under review.

FINANCIAL RESULTS AND APPROPRIATIONS

i in Tt |
Year ended year ended
J0.06. 2010 JL06.2009
Profit from Operations o120 165,118
Cither Income 5880 4 309
Workers Profit Participant Fund (9,596) {8,256)
Profit before Taxation 188,195 200,171
Taxation
Current year (68, 778) (17,653)
Prior years RT9 (101}
Defermed [1,192) (4%, 4649)
Profit after Tax 119, 104 133,948
Prod® AMer Tas
Jurie A
S OO0
June 2004
S 00T
S PO0S
S A0S
5000 100000 10000 00000 2S0000 300000  3S0.000 (R 000}
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APPROPRIATIONS
The following appropriations were made during the vear.

R 0Tl |
Un-appropriated Profit (Loss) brought forward (1,056,203)  (1,168,990)
Less: Final divided for the vear 2009 @ Rs. 7.50 per share (42677
Less: Interim dividend for the half year ended
on 31 Dec 2009 @ Rs.5 per share. (28.451) (28.451)
Profit for the year 119,104 133,948
Transfer from “Surplus on Revaluation of Fixed Asses™ 14,164 1.250
Loss carmied Forward (994,063 1 056,20

OPERATING & FINANCIAL DATA
Operating and Financial data for the last six years is annexed,

BOARD OF DIRECTORS

The Board of Directors comprises of one executive and eight non-executive directors, The current
members of the Board of Directors have been listed in the "Company Information™, During the
year under review there was no change in Pavate Directors, however, there was change in Govt.
nominated Directors, The present Gove. nominated Direclors are:

a- Mr. Ghulam Rasool Ahpan
b= Khawaja Shaukat Ali
¢- Mr. Khizar Hayat Khan

BOARD OF DIRECTORS MEETINGS

During the year 2009:10, six meetings of the Board of Directors were held. The atendance of the Board
members was as follows:

Mr, Ghulam Basool Ahpan
Major General { B ) Zaheer Ahmad Khan
Mr. M. Imtiax ur Raheem
Ehawajo Shaukat Ali

Mr. Khuzar Hayat Khan

Mr. Muhammad Arif Habib
Mr. Liagat Mohammad

Mr. Rashid Al Khan

Mr. Mohammad Shabir Mailk
Mr. Muhommad [qbal

Mirza Mahmood Almad

R SR O A TR LA Lh o= L o— e

PATTERN OF SHAREHOLDING
The pattern of sharcholding of the company 15 annexed.
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EARNING PER SHARE
Profit per share for the year ended 30™ June, 2010 was Rs. 20,93 as compared 1o Rs: 23.54 in the

last year.
EPrS
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AUDITORS

The present Auditors M/s Fazal Mahmood & Company, Chartered Accountants, being eligible,
offer themselves for re-appointment. The Board of Directors, on the recommendation of the Audit
Committee recommended M/s Fazal Mahmood & Company Chartered Accountants for the next
lerm.

COMMENTS ON AUDITORS REFORT

a- OUTSTANDING AMOUNT OF CUSTOM & IMPORT DUTIES

In accordance with Cabinet decision dated 30.5.1994, the company’s loans including
payment of customs and import dutics alongwith accrued mark up are to be payable on
realization of sale proceeds of PECO Badami Bagh land which was handed over to
Privatization Commuiszsion in 1995 for zale. However, the land is still 1o be disposed of by
Privatization Commission, therefore issue of charging mark is vel (o be resolved.

h- INTEREST ON FUNDS PROVIDED BY GOVT. FOR COMPULSODRY
SEPARATION SCHEME

In compliance to CCOOP decision dated 2.1.2002, Finance Division provided loan to
PECO for release of its employees through Compulsory Separation Scheme, which was
to be recovered through the liguidation'winding up of the company. The company was
later allowed to function, thus the CCOP decision could not be implemented in letter and
spiril and status of the company has changed. Therefore, the issue is pending settlement.

e- INTEREST ON WORKERS® PROFIT PARTICIPATION FUND

The jobs under taken by the work force have been given to the Contractor and he is
responsible for their service matters as they work under his supervision (o carry oul
specilic jobs. Therefore, management is of the view that it is not leviable in our case.

d- GOVERNMENT OF PAKISTAN LOANS

Request for direct balance confirmation was senl 1o relevant Ministries o obfain the
confirmation of long term loan liability of Government of Pakistan appeaning in the
books of the company. A Committee of representatives of Ministry of Finance,
Privatization Commission and PECO has been formed by the Govt. to reconcile the
amount of loans, 14
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Whereas, PECO Board has also constituted a committee 1o reconcile the accounts of
PECO loans (mentioned at a, b & d) & mark up with the Gowt,

STATEMENT IN COMPLIANCE WITH CODE OF CORPORATE GOVERNANCE

The Board regularly reviews the company’s strategic direction. Annual plans and performance
largets for business are sel by the Chiell Executive and are reviewed in tolal by the Board in the
light of the Company’s overall objectives. The Board is committed to maintain the high
standards of good Corporate Governance. The company has been in compliance with the
provisions set oul by the Securities & Exchange Commission of Pakistan and accordingly
amended listing rules of the Stock Exchanges.

The Board of Dhreciors state that:

#=  The financinl statements prepared by the management of the company, fuirly present its state of
affairs, the resulis of its operations, cash Mlows and changes in equity.

b- Froper books of accounts kave been mainiained,

¢ Appropriate accounting policics have been consistently applied in the preparation of financial
statements and aceounting estimates are based on reasonable and prudent judgment.

d=  Intemotional Accounting Standards, as applicable in Pakistan, have been followed in the
preparation of financial statemsents and any departure there from has boen adequately disclosed.

- The system of inemnal control is sound in design and has been effectively implemenied and
monitored.

- There is no doubt upon the company’s ability to continue a5 a “Going Coneem”,

g=  There has been no material departure from the best practices of Corporate Governess, as detailed
in the Listing Regulations,

h- The Company has fully complied with the Best Practices on Transfer Pricing as
contained in the listing regulations of the stock exchanges.

AUDIT COMMITTEE

Audit Committee was established by the Board in its meeting held on 3p™ September, 2002 1w
assisl the Board in discharging its responsibilities for Corporate Govemnance, Financial Reporting
and Corporate Control, The commitiee consisis of four members including the Chairman of the
Committee. The Committee is having quarterly meetings to review the accounts and internal
controls,

The Board Audit Commiitee is responsible for reviewing reports of the company’s financial
results, audit and adherence to standards of the sysiem of management controls. The Commiltee
reviews the procedures for ensuring their independence with respect to the services performed for
the Company and make recommendations to the Board of Directors. The present constitution of
the Commitiee is as  nder:

Mirza Mahmood Ahamd i hairmi
Mr. Liagat Mohammad Member
Mir. Mohammad Shabir Malik Member
Mr. Muhammad Iqbal Member

SAFETY AND ENVIRONMENTS

The company strictly complies with the standards of the safety rules & regulations. It also follows
environmental friendly policies. 15
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TRADING IN COMPANY'S SHARES

Directors, CEQ, CFO, Company Secretary and their spouse and minor children have made no
transaction of company”s shares duning the year.

DOUTSTANDING STATUTORY DUES
Detail of outstanding statutory dues is given in note No. 19 to the Accounts,

DIVIDEND

The Directors by majonty recommended the payment of final cash dividend at the rate of Bz, 5.0 per share
out of the profit available for the year. This is in additbon (o inderim cash divided of Rs. 5.0 (50%) per share
paid during the year, thus making total cash dividend of Bs. 10.0 per share for the year 2010,

QUALITY CONTROL

To ensure implementation of the Management Sysiem, Intermal Quality Audits, Surveillance
Audits, Management Review Meetings are conducted regularly. The Company is also centified
for 1SO) 14000: 2004 { Environmental Management System).

BUSINESS PLANS & ACHIEVEMENT OF TARGETS

Short medium and long term targets are set by the Board. Management endeavors o achieve
those through better planning, concenirated efforis and hard work. Each vear a comprehensive
business plan is chalked out and duly approved by the Board, The management belicves that
based on orders in hand and expansion in production and marketing facilitics, the Company will
operate as a “Going Concern™ till indefinite period.

COMMUNICATION

Communication with the sharcholders is given high priority. Annual, Half Yearly and Quarterly
Accounts are circulated to them within the time specified in the Companics Ordinance, 1984,
Every opportunity is given to the individual shareholders o attend and ask freely the questions
about the company” affairs at the Annual General Mecting.

Annual and quarterly accounts are also placed on our website for convenience of share-holders.

Cin Behalf of the Board
Dated: September 28, 2010 Ghulam Rasool Ahpan Khawaja Shaukat Ali
Lahore {Chairman) Managing Director
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This statement is being presented to comply with the Code of Corporate Governance contained in
Listing Regulations for the purpose of establishing a framework of good governance, wherehy a
listed company 15 managed in compliance with the best practices of Corporate Governance,

The Company has applied the principles contained in the Code in the following manner:

The Company encourages representation of independent non-executive directors and
directors representing minority interests on iz Board of Directors. At present the Board
includes eight independent non-executive directors,

The directors have confirmed that none of them is serving as a director in more than ten
listed companies, including this Company.

All the directors of the company are registered as tax payers and none of them has
defaulied in pavment of any loans to a banKing company, a DFl or an NBFI or none of
them or their spouse are engaged in the business of Stock Brokerage.

The Company has a policy to fill up any casual vacancy occurring in the Board within 30
days,

The Company has prepared a “Statement of Ethics and Business Practices™ which was
approved in Board of Dhirectors mecting held on 23.09. 2003 and i has been signed by the
Directors and employees of the company.

The Board in its meeting held on 20.10.2007 has approved a vision / mission statement,
overall corporate strategy and significant policies of the company. Management of the
company shall maintain complete record of paniiculars of significant policies along with
the dates on which they were approved or amended has been maintained.

All the powers of the Hoard have been duly exercised and decisions on material
transaction, including appointment and determination of remuneration and terms and
conditions of employment of the CEO and other executive directors, have been 1aken by
the Board.

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 least once in every
guarter, Written notices of the Board mectings, along with agenda and working papers.
were circulated at beast 2even days before the meeting. The minutes of the meeting were
appropriately recorded and circulated.

The Board arranged orientation courses for its directors during the year to apprise them of
ther duties and responsibilinies,

. The Board has approved appointment of CFO, Company Secretary and head of Internal

Audit, including their remuneration and terms and conditions of emplovment, as
determined by the CEO,

. The directors” neport for this vear has been prepared in compliance with the requirements

of the Code and Tully describes the salient mafters required 1o be disclosed,

. The financial statements of the company were duly endorsed by CEQ and CFO before

approval of the Board,
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