No. Co. 265/93/1SS/CL/ 94

SECURI TI ES AND EXCHANGE
COVWM SSI ON OF PAKI STAN
State Life Building,
7-Blue Area, |slambad

*k k k%

| sl amabad, the May 03, 2000

ORDER UNDER SECTI ON 265 OF THE COVPANI ES ORDI NANCE, 1984 I N
THE MATTER OF M S. PAKI STAN PVC LI M TED

Ms. Pakistan PVC Limted (hereinafter referred to as
t he conpany) was |isted on the Karachi and Lahore Stock
Exchanges in the year 1965. The paid up capital of conpany
as on 30.06.1999 is Rs. 49.860 mllion. The principal
activity of the conpany is to produce and sale of PVC
resin, PVC pipes and fittings, PVC conpound and caustic

soda.

2. On exam nation of the annual accounts of the conmpany
for the year ended 30.06.1999 and earlier years, it was
revealed that the conpany paid no return to its
sharehol ders since its privatization in 1992. The conpany
whi ch earned net profit of Rs. 20.347 mllion during the
year ended 30.06. 1991, suffered |osses continuously after

its privatization as follows: -

Year ended Net loss (Rs. in mllion)
30-06-1992 81. 787
30-06-1993 18. 940
30-06-1994 72.408
30-06-1995 72.063

30-06-1996 45. 782



30-06-1997 39. 306
30-06-1998 45. 807
30-06-1999 65. 305

The current liabilities of conpany as on 30.06. 1999 stood
at Rs. 493.619 mllion against the current assets of Rs.
45.253 mllion as on 31.06.1999. Further, analysis of its
publi shed accounts for the preceding years indicate
al arm ng inconsistencies relating to gross profit and | oss

and adm nistrative and selling expenses given as Annex “A’.

3. In view of the aforesaid state of affairs there was an
apprehension that affairs of the conpany are not being
managed in accordance with the sound business principles
and prudent comercial practices, the nmenmbers of the
conpany have been deprived of a return on their investnent
and sol vency of the conpany is endangered. Accordingly, a
show cause notice under section 265 of the Conpanies
Or di nance, 1984 was served upon the conpany on 12.02. 1999
to show cause in witing by 27.02.1999 as to why an
| nspector should not be appointed to investigate into the

affairs of the conpany.

4. In response to the said show cause notice, the Chief
Executive of the conpany vide his letter No. PVC/ HO 99/491
dat ed February 18, 1999 furnished the follow ng

expl anati on:

i) The conpany was privatized in February, 1992 but
t he production facilities were not handed over to
t he new managenent until June, 1992. During this

period the plant was shut down by the |abour



iii)

wi t hout follow ng proper procedures whi ch damaged
the plant extensively. It took us a year to
repair the danmage and operate the main plant

agai n.

The Governnent al so coerced us into accepting 50%
of the @Ilden Hand Shake which was also mgjor
drain on conpany’s resources. The Bank wi thdrew
the old facilities and therefore, all inports of
raw material canme to a halt.

I n January, 1995 the Chairnman/ Chi ef Executive of
the conpany was arrested by the previous
Governnment in a case registered agai nst Cenera
Saeed Qadir, Chairman of Privatization Conm ssion
and involved along with other in that case and
about one year he was detained in this case in
which he was not at all directly or indirectly
i nvol ved but was a clear case of victimzation on
political reasons. In these circunstances, not
only the normal functioning of the conpany
suffered and the Directors of the Conpany were
unduly nmade to involve thenselves in the
enforcing and uncalld — for litigation. Now, the
case has been decided and he has been rel eased
from above <case. |Instead of restoring the
financial limts bank has filed a suit for
recovery of its outstanding anmount in Banking
Tri bunal. Managenent of the Conpany is trying
their best for the restoration of financial

limts as early as possible.



iv) KESC has al so disconnected the electricity supply
of Plant at Gharo on over billing due to which
Gharo Plant remains inoperative since |last four

years.

5. On the basis of reply given by the conpany, it was
deci ded to pend the proceeding till receipt of accounts for
the year ended on 30.06.1999 and neantine conpany was
directed to send quarterly report showing efforts of the
managenent for revival of the conpany.

6. On receipt of the accounts for the period ended on
30.06.1999 it was observed that there is no inprovenents in
the operating results. Accordingly a hearing in the case
was fixed on 24.04.2000 when M. Reyaz Shaffi, Chairman and
Chi ef Executive of the conpany appeared al ong with Conpany
Secretary and expl ained the same position as nentioned in
the proceeding paras and stated that he has done every
t hi ng possible for the conpany and the project can not be
revived unl ess banks give working capital for which he has
even seen present Hnance Mnister who asked/advised to
approach the concerned commttee for revival of sick units.
He also filed copies of the Conpany’ s letter No. PVC/ MJ 11
dat ed Novenber 22, 1999 and No. PVC/ MD/ 11 dated March 3,
2000 addressed to chairman, National Accountability Bureau
and Finance Mnister with copies endorsed in favour of
SECP. These letters <carry nearly simlar matter as
contained in conpany’s earlier letter addressed to this
Conmi ssi on. M. Reyaz Shaffi, Chairman and Chi ef
Executive of the conpany stated that his hands are clean
and in past he has done everything possible to revive the

conpany and keep it working in his own interest and in



interest of other shareholders and he would welcone
i nvestigation by |Inspector appointed by SECP, for its
sati sfaction and for sati sfaction of al | ot her

shar ehol der s.

7. Therefore, I, in the public interest and in exercise
of powers conferred by section 265 of the Conpanies
Ordi nance, 1984 (XLVII1 of 1984) hereby appoint Ms. Mjeed
Uddin & Co., Chartered Accountants, 608-610, Paradise
Chambers, Near Passport Office, Saddar, Karachi to act as
an |Inspector to investigate into the affairs of Ms.
Paki stan PVC Ltd., on renuneration of Rs. 100,000 to be paid
by the conpany.

8. Wthout in any way |imting to the scope of
i nvestigation, the Inspector shall conduct investigation on
all aspects of the operations of the conpany and shall
after scrutiny of the entire record and books of accounts

furnish reports, inter alia, on the follow ng: -

i) Reasons of heavy | osses after privatization.

ii) \Whether or not proper records have been kept by
the conmpany as required by section 230 and
section 234 of the Conpani es Ordi nance, 1984.

iii) Whether or not an adequate system of interna
controls exist so as to prevent m sappropriation

and m sapplication of Conpany’ s assets.



Vi)

vii)

viii)

VWhet her or not internal audit department is
functioning properly, is internal auditing staff
conpet ent enough and independent to performits
functions? Evaluate internal audit reports to
find out that how these are disposed of by the
Board i.e. whether or not immediately required

actions are taken.

Whet her or not sone effective budgetary and cost
control system exists. Whether or not proper
i nventory system has been mai ntai ned and st ocks,
st ores, raw materi al and finished goods
gquantitatively reconcile and have been correctly
val ued, provision against dead stocks, slow
novi ng spare & stores have been made and the
producti on and wastage rates are conparable with

ot her units.

Whet her or not the purchase and sales rates of
materials and products are conparable with the

mar ket rates generally reported.

Whet her or not expenses, have been properly

i ncurred, sanctioned, vouched and all ocat ed.

Ascertain the frequency of neeting of broad
of directors, role of non-executive and executive
directors, the over all conprehension of board of
directors, their experiences/ability to run the

busi ness in which conpany is engaged.



i X) Reasons of inconsistencies in operating results

as pointed out.

X) Conpliance with statutory requirenments in the
operations of the conpany indicating that the
busi ness was conducted and expenditure were
incurred in accordance with the objects and for

pur pose of the conpany.

xi) Lapse or other delinquency detected during the

course of investigation.

Xii) Determine the trend of the business of the
conpany and discuss the plans of conpany’s
managenment to come out of the present crises. For
this, the projections and busi ness plans produced
by the managenent wi | be evaluated and

sunmari zed with an opinion by the Inspector.

9. The Inspector shall submt a detailed report along
with supporting docunents/evidence to the Commi ssion (in

guadruplicate) within 60 days fromthe date of this order

(M Zzafar — ul — Haq Hijazi)
Comm ssi oner (E&M



Sal es

Goss Profit

Adm & Selling
Exp.

Fi nanci al Exp.
Qperati ng

Profit

Net Profit

Hal f

yearly

31.12.96
8. 859
(1. 986)

2.147

11. 936
(16. 204)

(16.204)

@&ge

(22.4)
24.2

134.7
(182.9)

(182.9)

Hal f

yearly

30. 6. 97
(Derived)
5.925
(4.815)
6.591

14. 847
(25.577)

(23.102)

9@98

(81.3)
111.2

250. 6
(431.7)

(389.9)

yearly
30. 06. 97
14.784

(6.801)

8.738

26. 783
(41. 181)

(39. 306)

Wage

(46.0)
50.1

181.2
(282.6)

(263.9)

Paki stan PVC limted

Hal f

yearly
31.12.97

7.534

3.675

3. 203

13. 999
(20. 796)

(20.372)

9@98

(48. 8)
42.5

185. 8
(276.0)

(270. 4)

Hal

yearTy
30. 06. 98
Deri ved
5.897
(3.312)
5. 802

16. 344
(25. 367)

(25. 435)

9@98

(56.2)
98.4

277.2
(430.2)

(431.3)

Year

30. 06. 98

13.431
(6.984)
9. 005

30. 343
(46.163)

(45.807)

@&ge

(52.0)
67.0

225.9
(343.7)

(341.1)

Hal f
Yearly

31.12.98
5. 684
(2.579)

(4.503)

16. 139
(23.194)

(23.194)

@&ge

(45.4)
79.2

283.9
(408. 1)

(408. 1)

Hal f
yearly

30. 06. 99

Derived
2.100

(3.596)
5.393

33.163
7.123

(42.111)

Yage

(171.2)
256. 8

1,579.2
339.2

(2,005. 3)

Year

30. 06. 99

7.784
(6.175)
9.396

49. 302
(16.071)

(65. 305)

Yage

(79.3)
127.1

633. 4
(206. 5)

(339.0)



