
DIRECTORS’ REPORT TO THE SHAREHOLDERS

On behalf of the Board of Directors, I am pleased to share Directors’ Review along with the un-audited interim 
condensed financial accounts for the period ended September 30, 2016.

Financial Highlights

 Rupees in Millions
 For the period  For the period 
 ended ended
 Sep. 30, 2016 Sep. 30, 2015

Sales 3,560 3,403
Profit / (Loss) Before Taxes 793 (121)
Profit / (Loss) After Taxes 602 (57)
Earnings Per Share (Rs.) 7.43 (0.71)

Performance Overview:

During the first quarter ended on September 30, 2016, the Company posted sales revenue of Rs. 3.56 billion 
compared to Rs. 3.40 billion in the corresponding quarter last year, showing a growth of Rs. 160 million, or 
5%. Profit after tax for the period was higher by Rs. 660 million compared to the corresponding period last 
year whereas the basic & diluted Earnings Per Share (EPS) was Rs 7.43 compared to Rs. (0.71) in the 
corresponding period last year. 

Business Brief – Engineering Segment:

The auto sector posted a decline of 12% over the same quarter last year mainly on account of the 
discontinuation of Punjab Government’s ApnaRozgar Taxi Scheme. However, the Engineering Segment of 
the Company registered a growth in sales of 8.6% during the first quarter of 2016-17, resulting in sales of      
Rs. 2.86 billion compared to Rs. 2.65 billion in the corresponding quarter last year. The sales growth was 
primarily attributed to the launch of a new model by one of our main customer.

Unabated import of used cars continues to adversely impact the growth of local auto vendor industry. During 
the quarter under review, more than 12,000 used cars were imported into the country compared with 10,400 
cars in theprevious quarter. The Company expects the government to revisit its Auto Industry Policy to 
discourage such imports which will not only save valuable foreign exchange for the country, but will also lead 
to increased job creation opportunities in the local vendor industry.

The Ministry of Commerce has started preparing for the next phase of negotiations of Pakistan-China Free 
Trade Agreement (FTA) and is also negotiating FTAs with Thailand and Turkey. In this context, the Ministry of 
Commerce arranged two consultative sessions with the business community to seek their views on these 
FTAs. The Company has put forward its opinion at these sessions with a view of protecting the auto vendor 
industry and the management of the Company will continue its engagement with the government on this 
issue.

Moving forward, sales in the second quarter of 2016-17 are expected to remain strong owing to improving 
demand for new car models launched by our customers and a growth in demand for air-conditioning 
solutions in the commercial vehicle segment. The management will continue its focus on improving quality, 
health, safety and environment initiatives while enhancing cost efficiencies through continuous process 
improvement.

Business Brief – Building Material & Allied Product Segment

Sales revenue of Building Material & Allied Product Segment for the first quarter of 2016-17 amounted to Rs. 
0.88 billion, lower by 5.8% compared to the corresponding quarter of last year.
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Papersack Business 

The growth of Papersack business of the Company was largely dependent upon cement sector which 
witnessed a growth of 8.5% in total dispatches on YoY basis. The Papersack business was able to maintain 
its dispatch level despite the adverse impact of imports and lower polypropylene bags prices. 

Keeping in mind the changing requirement of our customers, the Company is upgrading its printing capability 
and improving quality. To create more value for the business, the management is making efforts to expand its 
customer base and has made considerable inroads in packaging of industrial products. In industrial sacks, 
the business recorded a healthy growth of 35% in dispatches on YoY basis.

We anticipate that the demand for papersack products to sustain or improve across our customer portfolio. 
Moreover, the benefit of lower oil prices will benefit the competing woven polypropylene industry besides the 
increasing trend in raw paper prices internationally. This may lead to price competition for a larger share of 
the market and softening of market condition.

Laminates Operations

During the quarter, the Laminates business was affected due to prolonged rainy season in Punjab along with 
ITP issues on MDF and chipboard products as our dependence continues to be on imported boards. The 
matter has been taken up with the relevant authorities and a favorable response is expected, which should 
improve the sales in the remaining part of the year. Export of boards to neighboring country was also 
hampered due to deteriorating law & order conditions there. We focused our efforts on maximizing the sale 
of Technical Laminates Business which helped us to achieve better margins.

The business projects improved sales and margins in the coming quarters and continue to focus on those 
market segments where it enjoys significant presence. 

Jute Operations

This quarter was again a challenging one for the Jute sector due to high import prices, however favorable 
local market conditions are expected in coming months which would result in improvement and stability of the 
business. The demand in local market was under pressure and is expected to improve in coming months with 
sizable demand of grain sacks. Better global raw jute crop is expected which will help improve the import 
supply and sales during the remaining part of the year. 

The Jute business continued to concentrate on export markets, however devaluation of currency in Sudan 
has hampered our efforts to penetrate the market in the short term. 

The Business is continuing to explore new export markets as well as achieving the right product mix with 
higher concentration of hessian products which yields better returns.

Subsidiaries

Makro-Habib Pakistan Limited (MHPL)

The Honorable Supreme Court of Pakistan dismissed the MHPL’s Review Petition for the Saddar Store and 
as a consequence, the Saddar store of MHPL was closed down on September 11, 2015. 
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As a later development on December 9, 2015, the Honorable Supreme Court of Pakistan accepted the Army 
Welfare Trust (AWT) request for restoration of its Review Petition. In its hearing on February 2, 2016, the 
Honorable Chief Justice commented that while reviewing AWT’s review petition, both MHPL and Ministry of 
Defense will also get a chance to argue their points on merit as they are respondent in AWT’s petition.  

The matter was last fixed for hearing on October 13, 2016 in which constitution of different bench from 
previous one was discussed and matter was referred to the Chief Justice for reconstitution of fresh bench, if 
required.

Habib- Metro Pakistan (Private) Limited (HMPL) 

The main business of HMPL is to own and manage retail store properties and accordingly, over 90% of the 
revenue is generated from rental income. The Company’s holding is 60%.

The Board of Directors in their meeting for the first quarter held on October 19, 2016 has declared interim 
cash dividend of Rs. 0.357 per share, which translates into Rs. 121 million.

The company is exploring various business opportunities to complement the cash & carry retail rental 
business and to enhance value from its store locations.

Thal Boshoku Pakistan (Private) Limited (TBPK)

The quarter under review showed an improvement over last year. Sales projections for the next quarter are 
expected to remain strong owing to improving demand for the new cars. 

On the operations side, all customerrequirements were timely met and remained in the GREEN ZONE 
throughout the quarter. The company received Green Gold Supplier Award from its Customer held in 
September, 2016. 
 
A-One Enterprises 

A-One Enterprises (Private) Limited is a fully owned subsidiary of Thal Limited. During last year, the 
Company’s land situated at Multan Road, Lahore was partially acquired by the Lahore Development 
Authority (LDA) for the Metro Orange Line Project. The Company has filed a writ petition before Lahore High 
Court for getting relief from LDA to either acquire remaining land or provide access to it.

Investment in Power Sector

Investment in Sindh Engro Coal Mining Company Limited (SECMC)

SECMC is a joint venture between the Government of Sindh, Thal Limited, Engro Powergen Limited, Hub 
Power Company Limited, Habib Bank Limited, CMEC Thar Mining Investments Limited and SPI Mengdong. 
It is engaged in developing Pakistan’s first open pit mining project at Thar Coal Block II. The project had 
achieved its Financial close on April 4, 2016.

For the first phase of the project, the Board of Directors of Thal Limited has approved a total investment of 
Pak Rupee equivalent of US$ 36.1 million, which includes equity investment of US$ 24.3 million, US$ 5 
million for cost over-run and US$ 6.8 million for debt servicing reserve. As of this balance sheet date, the 
Company has invested Rs. 899 million equivalent to US$ 8.70 million, in acquiring circa 60 million ordinary 
shares.

Thal Power Limited 

The Company has entered into a Joint Venture Agreement with Novatex Limited, for collaboration to develop 
a 330MW mine mouth coal-fired power generation plant located at Thar, Sindh. This power plant will be 
based on lignite coal extracted from the mine operated by Sind Engro Coal Mining Company (SECMC).
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The Company through its wholly owned subsidiary, Thal Power (Private) Limited has incorporated a JV 
project company, i.e., ThalNova Power Thar Private Limited (“ThalNova”), to initiate the preliminary 
development works of the aforementioned project and obtain the necessary regulatory and operational 
approvals and permissions required.

ThalNova has at present obtained a Letter of Intent (“LOI”) from the Private Power Infrastructure Board 
(“PPIB”) and is currently engaged in preliminary project development activities. The total project cost is 
estimated at approximately US$ 500 million. Preliminary development expenses & commitments are being 
carried out by ThalNova, and are being funded equitably by the JVA partners. Whilst the project has sound 
fundamentals being based on indigenous resources and enjoys good support and encouragement from the 
government, it also presents significant challenges in achieving financial close and execution. Discussions 
are underway with other potential equity partners to join in the ThalNova project.

Acknowledgement

We would like to thank the Almighty for all His blessings in these challenging times and to convey our 
appreciation to our Board of Directors, customers, dealers, bankers and the joint venture & technical partners 
for their continued support and confidence in the Company. We also want to recognise the efforts of all our 
fellow employees who have worked with commitment to achieve the results.

On behalf of the Board

Asif Rizvi
Chief Executive
Karachi:  October 24, 2016.
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