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DIRECTORS’ REPORT
The Directors of International Steels Limited are pleased to present the 14th Annual Report
accompanied by the audited ﬁnancial statements for the year ended une 30, 2021.

Boards Composition & Remuneration
Composition of the Board and the names of Members of Board Sub committees are detailed at Page
o. 7 & 2.
The Board of Directors have a formal policy and transparent procedures for remuneration of its
Directors (for remuneration, refer to note 3 of the ﬁnancial statements) in accordance with the
Companies Act, 2017 and the Listed Companies (Code of Corporate Governance) Regulations 201 .
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Global Steel Scenario
The global steel prices hit a record high this year. Hot
rolled coil prices reached $1,100 per ton in June 2021
compared with $430 per ton in July 2020. Iron ore
prices, mainly due to supply constraints, peaked $225
per ton an increase of 3.5 times at the beginning of
the year and higher freight costs. Prices witnessed
an increase following the withdrawal of 13.5% export
rebate provided by Chinese government to its steel
industry. Steel industry may see production cuts in
China as a result of the government policy to shut
down plants with environmental concerns.
A signiﬁcant rise of
in world crude steel
production was seen touching 1. 6 billion metric
tons during the year, as compared to the last
year’s production of 1.8 billion metric tons. China
continued to lead the global steel market by
further increasing its share in the global output to
57% in 2021.
The global steel industry saw a rise in demand and
production after ease in shutdowns across the
world. Pandemic has also accelerated some key
trends bringing about positive shifts in steel
demand. The steel sectors experienced a stronger
than expected post lockdown rebound in
manufacturing activities, attributable in part to
substantial government measures that supported
consumption
and
helped
durable
goods
manufacturing.
The developing economies are still struggling to
recover from COVID 1 , reason being inadequate
medical capacity, a collapse in tourism and
commodity prices, and insufﬁcient ﬁscal support.

Pakistan’s Economy
Pakistan’s economic recovery continues. The
macro-economic reforms agenda of the current
government rendering positive results, despite the
COVID 1 crisis. The smart lock down strategy
helped to contain the effects of COVID 1 .

A broad-based recovery was witnessed in almost all
sectors of the economy helping to post impressive
growth numbers for the ﬁnancial year. Though the
inﬂationary pressure remained a matter of concern
along with a continuously piling up circular debt,
the economy witnessed a V-shaped recovery with
3. 4 growth in
2021 against the negative
growth of 0.47% last year. The economic growth
surpassed its target after 15 years.
The large-scale manufacturing gained traction and
was up by an impressive 14.
as compared to the
decline of 10.2% last year giving a boost to the
business activity across all segments of the
economy. Exchange rate appreciated by 6.
on
back of strong remittances, recovering exports and
accumulation of dollar in Roshan Digital Account.
Record remittances of $2 .4 Billion supported the
foreign exchange reserves to surpass $22 Billion at
the end of the year. The policy rate remained
unchanged at 7% throughout the year.
urthermore, the extension of the payroll ﬁnancing
and introduction of new reﬁnance schemes
such as Temporary Economic Reﬁnance acility
(TER ) indicated the central bank’s continued
emphasis on supporting the recovery through
accommodative monetary policy.
Average inﬂation recorded as high as .
against
10.74% of last year. The current account balance,
after remaining in surplus in the initial months,
went into deﬁcit in the second half of
2021 to
remain at $1. Billion, falling by 7 as compared to
last year’s $4.4 billion. The current account deﬁcit
fell to only 0.6 of GDP which is the lowest current
account deﬁcit in 10 years. owever, the current
account deﬁcit is expected to further widen in the
coming months due to the pick-up in domestic
activity as well as seasonality in import payments,
higher global commodity prices, vaccine imports
and import of capital goods as a result of improved
investment.
Steel demand in the country rebounded with a
growth of 23.4% in automobile recovering from the
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last year’s negative growth of 37.7%. A wide-ranging
construction package from the government
coupled with housing ﬁnance scheme stimulated
the demand for iron and steel urging the local steel
industry to utilize their production capacity.
Political stability supported by the IM program
would help in continuation of the macro-economic
reform agenda in the country. Improved BR
collections, globally applauded handling of the
COVID 1 pandemic, effective management of the
current account balance and the encouraging
numbers in the LSM, construction and exports
sectors indicate that the medium-term economic
future of the country looks bright and the GDP
growth projection of 5% next year looks achievable.

Business Review
The year 2021 has been a record year for the
company. The company regained its growth streak.
With revenue touching record high of Rs. 6 .
billion as compared to Rs. 48.1 billion of last year
reﬂecting a growth of 4 , all areas of business
including cold rolled, galvanized, color coated steel
and exports showed signiﬁcant volumetric growth.
The major areas of growth included automobiles,
general fabrication, construction and appliances.
Company managed to contain the ﬁnance cost
through effective inventory management and
manufacturing costs enabling it to post an
impressive proﬁt after tax of Rs. 7,466 million as
compared to Rs. 4 million of last year.
The total production for the year was 4 2,000 tons
as compared to 412,000 tons of last year. The gross
margin improved signiﬁcantly to 1 .3 from last
year’s 8.8% mainly due to purchase of raw material
at better prices, inventory management at
optimum levels and passing on the increase in
international steel prices to the customers on
timely basis. Lower interest rates throughout the
year helped in reducing the ﬁnance cost adding
positively to the bottom line.

The Company posted proﬁt before tax of Rs. 10,2
million and proﬁt after tax of Rs. 7,466 million
against proﬁt before tax of Rs. 442 million and
proﬁt after tax of Rs. 4 million last year.
Dampened demand and an overall slowdown in
the local market in the preceding two years have
restricted the production growth. Nevertheless, the
enhanced production capacity has enabled the
Company to remain the market leader with
fulﬁlling the demand in local and international
markets and helping the economy in terms of
import substitution.
The Company has increased its focus with a
well-marked strategy to target the export markets
which is yielding positive results, gradually
increasing the Company’s export sales while
maintaining its share in the overall sales. The export
volumes have further gone up this year by 11% from
4,2 0 tons to 3,331 tons whereas the revenue has
increased by 32 to Rs. 11. billion from last year’s
Rs. billion.

Sales
The steel demand rebounded as soon as the economy started to recover from the COVID 1 economic
shock. With new entrants in the domestic market,
your Company continued with its aggressive
market development activities complementing it
with a sustainable enhancement in its product
quality. The Company managed to achieve record
sales of Rs. 6 . billion, 4
higher than the last
year’s sales of Rs. 48.1 billion.
The Company already pursues a well-designed
strategy to increase its global footprint. COVID 1
lockdown in different countries further enhanced
the opportunity to focus on new, untapped and
emergent opportunities. As a result, the export
sales increased by 32 touching Rs. 11. billion
constituting 17% of the overall net sales value.
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Despite record high international steel prices, the
Company managed to maintain a double-digit
gross margins owing to good purchases
throughout the year, proactive pricing decisions
and a special attention given to effective inventory
management.
The Company managed to achieve good sales
volumes despite nearly 22 price revisions. Beneﬁting
from the acceleration in the domestic demand, the
Company increased its overall sales volumes by
17.6 as compared to last year, contributed mainly
by Galvanized sales which increased by 23 whereas
the sales volumes of Cold Rolled Products increased
by 10 . Both domestic and export sales showed
growth with domestic sales increasing by 1
and
export sales growing by 11%. The total sales volumes
of the prime product remained at 4 2,000 metric
tons comprising 2 3,000 metric tons of Galvanized
and 1 ,000 metric tons of Cold Rolled Products. The
state-of-the-art Service Center became fully
operational during the year. Its products’ sales grew
by 41% over last year. The Company continued to
consolidate and leverage its nation-wide dealer
network, however special focus remained on quality
enhancement along with exploring and developing
the export markets.

Manufacturing Operations
Catering to strong recovery in local demand, your
Company’s current year production increased by
1 .42
from last year touching 4 2,000 tons.
Availability of gas remained a challenge during
winter months, however, management focused on
effective supply chain management to ensure
continued availability of its product in the market.

Health, Safety & Environment
Company believes in and is fully committed to
improve Health, Safety and Environment standards
to achieve sustainable HSE performance. Process

Safety & Behavior Based Safety across the
organization is ensured through HSE Management
System integrated with the company’s organization
scheme and the Company is on track of continuous
improvement with focus to achieve & sustain
leading levels. The Company has a dedicated Health,
Safety & Environment department manned by the
subject matter experts. An external consultant has
also been hired who conducts training and
awareness sessions on behavior-based safety to
create a sustainable and safe working environment
for our people, customers and contractors.
our Company implemented the Standard Operating Procedures (SOPs) to combat COVID 1 with
zero tolerance policy. The Company continued its
operations throughout the year with strict adherence to the SOPs. Almost all the employees of ISL
are now fully vaccinated. A separate fund is maintained for the COVID 1 related testing and other
expenditures. The Company provides full medical
and ﬁnancial assistance to the employees and their
families for any illness including COVID 1 .
Implementation of focused safety programs,
environmental standards and strong visible leadership resulted yet another year without any major
incidents. our Company continued to comply with
National Environmental Quality Standards including
best practices for air emissions, noise, portable water
and industrial efﬂuent. The Company won three
Corporate Social Responsibility Awards at the
ational orum for Environment and ealth ( E ).
A on Objection Certiﬁcate ( OC) has also been
received from Sindh Environmental Protection
Agency (SEPA) against submission of Environmental
Management Plan (EMP) and azardous Substance
Management Plan ( SMP). The Company has also
purchased “Safesite” US based HSE Software, which
helps employees to report any observation, hazard
and incident on line.

Energy Management
Company’s 1

MW power plant continued to
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operate satisfactorily and in line with our practice,
we continued to supply excess energy to K- Electric.

improving the net cash generated from operations
to Rs. ,043 million, a massive increase of Rs. 6,066
million from last year.

Financials

Earnings per share

The Company has witnessed a remarkable growth
in the current year’s revenue collection of Rs. 6 .
billion, which is 45% higher than last year. The gross
margins stood at Rs. 13,4 2 million compared with
Rs. 4,213 million last year.

Earnings per share for the year ended June 30, 2021
was Rs. 17.16 compared with Rs. 1.14 per share last
year.

Administrative expenses increased to Rs. 362
million as compared to the expenses of last year of
Rs. 263 million, mainly on account of investment on
the legal team for handling the legal matters.
Selling and freight expenses increased by 1 , due
to increased focus and investment on exports and
the marketing activities.
Other operating expenses increased by 2.8 times to
Rs. 1,277 million as compared to the last year’s
expenses of Rs. 334 million. Major portion of these
charges comprises WPP of Rs.
4 million and
WW charges of Rs. 227 million. The Company also
incresed its contribution towards welfare activities
(donations) to Rs. 10 .16 million from Rs. 1 .2 million
of last year. Non-operational assets including
Pickling Line and Hydrogen Plant were impaired by
Rs. 388 million during the year. The exchange rate
movements were closely monitored by the
management in order to hedge the currency
exposure risk wherever required to avoid major
exchange losses.
inancial charges decreased signiﬁcantly by 6
and stood at Rs. 812 million against last year’s Rs.
2,315 million mainly due to lower interest rates,
stable exchange rate and effective inventory
management throughout the year resulting in
lesser ﬁnancing requirements.
Overall, your Company is focused on improving
working capital and cash ﬂow management. A few
of the key initiatives were effective inventory
management and reduction in sales tax receivables

VIS Credit Rating
In its interim rating review in ebruary 2021, VIS
Credit Rating Company Limited has maintained the
company ratings of A /A 1’ (Single A Plus/A One).
Outlook assigned to the rating is ‘Stable’.

Human Resources
The Company maintained industrial peace and a
positive and enabling work-environment for all
employees in the organization by promoting candor
and fairness. The Company continues its efforts on
development of personnel at all levels, proactively
building capabilities and retaining talent for
business continuity. Employee engagement has
been managed with robust policies and procedures.
Day long team building activities were organized by
the HR department involving various team games
and cross departmental exercises to foster
networking and coherence amongst departments.
A state-of-the-art gymnasium has also been
established to encourage employees to adapt a
healthy life style.
The Company successfully continued its operations
with an optimal headcount of 6 3. The Company
has formulated a ﬁrm succession plan, which
includes performance evaluation and appropriate
training requirements for development of potential
future leaders. The Company continued to enhance
capabilities of employees by providing them
development
opportunities
in
prestigious
institutions including LUMS, IBA, ICAP, MAP and
PIM. In recognition of its good HR practices, the
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Company again won the Employers’
Pakistan Employer of the ear Award’.

ederation of

Corporate Social Responsibility
The Company is committed in supporting the
community and has a policy to contribute at least 1.5%
of its proﬁt after tax. The Company signiﬁcantly
increased its contribution to Rs. 10 .16 million as a
result of higher proﬁtability. The primary focus areas of
our contribution were in the areas of healthcare to the
institutions including SINA Health Education and
Welfare Trust, SIUT, LRBT, arwan e ayat and The
Kidney Centre. To cater for growing needs in
education and vocational training, the support was
extended to
abib University oundation,
abib
Education Trust, TC ,
ED University,
unar
oundation and to Amir Sultan Chinoy oundation for
community development initiatives.

procedural guidelines, which are executed and
self-assessed by the process/control owners. A
comprehensive Risk Register has also been
developed by the management laying down key
risks of each area/function with corresponding
controls and their ratings for effective evaluation.
An independent Internal Audit Department,
under direct reporting to the Board Audit Committee, evaluates, oversees and comments on the
design and operating effectiveness of these
controls.

Recommendation of the Board
Audit Committee for appointment
of auditor
The recommendation of the Audit Committee for
appointment of auditor is referred at Page o .

Risk Management

Dividend

The Risk Management Infrastructure of the company
is based upon Enterprise Risk Management
methodology/framework addressing the major risk
categories
including
Strategic,
Operational,
Compliance and inancial Reporting Risk.

In view of the ﬁnancial results of the Company for
the year 2020 21, the Board of Directors of the
Company has recommended a ﬁnal cash
dividend of 70% i.e., Rs. 7.00 per share in addition
to the interim cash dividend of 30% i.e. Rs. 3.00 per
share, already paid, making a total of 100% i.e., Rs.
10.00 per share for the ﬁnancial year ended une
30, 2021.

Adequate controls have been designed and
communicated to the staff via various policy and

Appropriations

2021

2020

Rupees in ‘000
2018
Proﬁt after tax for the year

7,466,331

Interim Dividend 2021 Rs. 3.00 per share;
(2020 Rs. il per share)
inal Dividend 2021 Rs. 7.00 per share (2020 Rs.

4 4,

1

(1,30 ,000)
il per share)

(3,04 ,000)
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Contribution to National
Exchequer and the Economy
our Company made a contribution of Rs. 14,62
million to the ational Exchequer during the year
by way of income tax, sales tax, custom duties and
other levies.

Provident Fund & Gratuity
Scheme
The Company provides retirement beneﬁts to its
employees. These include a non-contributory
deﬁned beneﬁt Gratuity Scheme for all employees
and a contributory Provident und for all employees except unionized staff. Both plans are funded
schemes recognized by tax authorities.
The values of the provident fund and the gratuity
scheme at the year end were Rs. 216 million (2020
Rs. 1
million) and Rs. 23 million (2020 Rs. 1 3
million).

Future Prospects
Slowdown in the economy in the preceding years
restricted the Company to operate at its full
capacity. However, the Company has continued to
invest in its manufacturing facilities, human capital,
ERP systems and product quality enhancements.
Purlin machines have been added in the Service
Center catering to the needs of the construction
sector. An investment of Rs. 1.23 billion has been
planned for a debottlenecking project to enhance
the ﬁnishing capacity of Cold Rolled Coils and
sheets by 120,000 MT per annum. The investment
includes a new Rewinding Line and an upgradation
of Skin Pass mill and will be ﬁnanced using
Temporary Economic Reﬁnance acility (TER ) and
Long Term inancing acility (LT ) offered by
State Bank of Pakistan. ew expansion will enable
to further strengthen the Company’s already strong
foothold in the engineering sector. In June this year,
your Company decided to complete the feasibility
for setting up a hot rolled strip mill to meet the
growing demands of ﬂat steel market.
With a fast paced recovering market, the GDP
projections of 5% or more in the coming years and a
stable economic outlook, the Company expects to
reach to its optimum level. A dedicated service
center at the Port Qasim Area of Karachi has already
started giving positive results with an increase in its
products’ sales of 41% over last year. The strategic
location of the center is aimed at further increasing
the Company’s value proposition and service
offerings. Such competitive advantage of expanded
operations will enable your company to further
increase its sales volume in the local and
international markets and be instrumental in
imports substitution.

Recognition
our company ranked 41st amongst the Top
50 Exporting Companies 2020’ and awarded
with the prestigious Exporters Recognition
Award by the President of Pakistan. or the
third consecutive year, ISL has been ranked
among the Top 25 Companies by the Pakistan
Stock Exchange for 201 . Team ISL secured 2nd
position in the Asian Management Games
2021, Asia’s premier strategy and management
competition, organized by Asian Association of
Management Organizations (AAMO).

Acknowledgement
Mr. Towﬁq . Chinoy and Mr. oji ukushima
resigned
as
Chairman
and
Director
respectively. Mr. Towﬁq
. Chinoy was
Managing Director of International Steels
Limited (ISL), served for years until 201 . Later
he served as Chairman f rom September 201
to anuary 2021. The Board expresses its
sincere thanks and appreciation for their
contribution in development of the Company.
We express our deepest condolences to the
family of our late Director Mr. akaullah han
on his sad demise. He was instrumental in
setting up the marketing strategy, ISL brand
and its success.
Mr. Babar Badat, Mr. aroun Rashid and Mr.
Shuji Tsubota joined as directors on the board
during the year. We would like to welcome all
the new directors and look forward to their
valuable contribution in the coming years.
The Board would like to thank all our
stakeholders, employees, customers, suppliers,
shareholders and bankers for their support.
The
conﬁdence
and
goodwill
of
the
stakeholders has allowed the Company to
sustain and grow over the years.
We continue to pray to Allah for the success of
the Company and for the beneﬁt of all
stakeholders, and the country in general.

Dr. Amjad Waheed
Chairman

Yousuf Husain Mirza
Chief Executive Ofﬁcer

Karachi August 24, 2021
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