CHAIRMANS REVIEW

I would like to begin by acknowledging the hard
work and dedication with which your management
has steered the Company during this difficult
period. At a time when most sectors with deep
economic linkages to our industry are at a virtual
standstill, your Company’s performance remained
relatively sound. We continued to distribute a fair
return to our valued shareholders by way of interim
and final dividends and bonus shares and have,
by and large maintained our market share in the
domestic marketplace.

IIL and ISL sold over 780,000 metric tons (MT)
of steel products, including exports of over
73,000 MT, and posted gross sales in excess of
Rs. 89 billion for the year under review. Group
contributions to the National Exchequer during
the year amounted to Rs. 18.5 billion.

The outgoing year witnessed rapidly deteriorating
economic indicators and sentiments causing
challenging business conditions. Large Scale
Manufacturing (LSM) growth declined by 2.9% and
the iron and steel sector in particular declined by
11% year over year. Under the prevailing conditions,
where growth prospects in the short-to-medium
term are expected to remain subdued, the prime
concerns for growth-oriented companies such as
ours will be the effective allocation of resources
and increasing market share, in order to counteract
the high cost of capital. As a foundation industry
for any nation, the iron and steel industry however
remains an essential part of the economy and long-
term prospects for the industry are bright.
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Dear Shareholders,

On behalf of The Board of
Directors, | am pleased to
present the annual financial
results of our organization. |
would like to further highlight
the proactive efforts of

the Board in providing the
management with policy
direction and support in these
testing times.

| look forward to the new government’s initiatives
to stabilize the economy and build a sound footing
for industrial development. Well-meaning initiatives
to document the economy and increase the tax to
GDP ratio are commendable and shall ultimately
benefit the organized sector in the long term.

By the Grace of Allah, | am pleased to report that your
company posted a Profit after Tax (PAT) of Rs. 1,575
million. Sales volumes remained lower compared to
last year as demand from the automotive, building
and construction and fabrication sectors failed to
maintain their momentum from last year.

Despite the challenges we continued to engage our
customers and partners in the architecture, building
and construction and automotive industries to
further promote our brand name. To this end, we
have signed an MOU with the Association of Builders
and Developers (ABAD) and shall henceforth
provide its members with an exclusive price list of lIL
products. | am also proud to highlight the proactive
initiatives taken by IIL this year towards helping
Pakistan bridge the national housing deficit with the
launch of a low-cost housing scheme. A complete
architectural plan and transparent cost structure
were made publicly available, and built-up model
houses in Karachi and Lahore were constructed to
engage the public and concerned ministries. Under
this scheme individual houses can be constructed
in as little as 7 days, and at a cost that can be borne
by the common man.

Alongside business, IIL continues to invest in
communities and social uplift programs throughout



the country. One such notable initiative during
the year was the donation of lIL's products to The
Charter for Compassion, which constructs schools
to provide free of cost education to children from
underprivileged areas. In addition, lIL continues to
donate 2.5% of its profit after tax excluding income
from dividends for various social and humanitarian
causes.

Our subsidiary, International Steels Limited (ISL),
reported PAT of Rs. 2,664 million. lts gross turnover
was up from Rs. 56 billion last year to Rs. 65 billion.
The company has successfully completed all its
planned expansions as of June 2019.

Board Performance

The previous board completed its term on
September 30", 2016 and a new Board was elected
for a term of three (3) years and its term expires on
September 30", 2019. The BoD consists of nine (9)
Directors.

The Board has performed its duties and
responsibilities diligently, and has contributed
effectively in guiding the Company in its strategic
affairs. The Board also played a key role in
monitoring of management performance and
focusing on major risk areas. The Board was fully
involved in the strategic planning process and
enhancing the vision of the Company.

The Board recognizes that well defined Corporate
Governance processes are vital to enhancing
corporate accountability and is committed to
ensure high standards of Corporate Governance
to preserve and maintain stakeholder value. All
Directors, including Independent Directors, fully
participated and contributed in the decision-
making process of the Board.

As Chairman of your Company, | will continue to be
responsible for leading the Board, fostering a culture
of openness and constructive debate during which
all views are heard and ensure that the Board hears
from an appropriate range of senior management.
I will remain firmly committed to ensuring that your
Company complies with all relevant codes and
regulations, and that the management continues
to take decisions which create value for you in the
short, medium and long term.

The Company has an independent Internal Audit
department, which believes in a risk-based audit
methodology and leads the Internal Audit function
together with an external firm. Internal Audit reports

are presented to the Board Audit Committee (BAC)
on a quarterly basis and areas for improvement are
highlighted.

This was the seventh year that the Board as a
whole carried out its self-evaluation, and second
time individual Directors were also self-evaluated.
The evaluations identified areas for further
improvement in line with global best practices. The
main focus remained on strategic growth, business
opportunities, risk management, Board composition
and providing oversight to the management. Along
with the Boards’ self-evaluation, the Board Audit
Committee and Human Resources Remuneration
Committee also carried out their independent
evaluations.

The casual vacancy arising out of the resignation
of a director, Mr. Shoaib Mir was duly filled by
appointing an independent director, Mr. Adnan
Afridi.

The BAC is chaired by Mr. Ehsan A. Malik and the
Board Human Resources Remuneration Committee
(HRRC) is chaired by Mr. Tariq Ikram. Apart from the
BAC and the HRRC, the Board met six (6) times
this year. The Board normally meets at least once in
every quarter to consider operational results, once
a year to consider the budget for the following year
whereas one meeting is focused on strategy.

The Company in keeping with tradition IIL was
the proud recipient of the FPCCI Best Export
Performance Award 2018 in the engineering
products (mechanical) segment for the 19"
consecutive  year.

We continued our efforts to showcase our products
at local and international forums in order to further
strengthen our brand. Notable exhibitions in which
we participated during the year included:

1. Tube China 2018, Shanghai. This is among the
world’s largest pipe & tube exhibitions. IIL was
the only company representing Pakistan at the
event.

2. Single Country Exhibition, Thailand. The event
was organized in collaboration with TDAP,
under the banner of “Emerging Pakistan”.

3. Build Pakistan, 2018. Held in Lahore, this
event is focused on providing companies
in the building and construction industry an
opportunity to showcase it products to a large
number of builders and developers.
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4. Pakistan Water and Energy Expo, 2018.
5. Pakistan Auto Show, 2019.
6. IAPEX 2019.

In addition to the above, your Company continues
its efforts to promote the IIL brands visibility through
multiple channels.

In closing, on behalf of the Board, | wish
to acknowledge the contribution of all our
shareholders, customers, suppliers, bankers
and other stakeholders during the year. Finally,
| would like to emphasize that the challenges for
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our Company and the economy as a whole shall
persist in the year ahead, however the Board and
management is confident and fully prepared to face
all eventualities as we have in the past.

Mustapha ANChinoy
Chairman

August 21, 2019
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