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Key Data

1998 1997
Rupees in millions

Sales 2,690 2,911
Operating Profit 216 194
Profit before Taxation 105 69
Taxation 35 31
Profit after Taxation 70 38
Dividend - Cash % 40 25
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Paid-up Capital 101 91
Shareholders' Equity 361 306
Earning per share 6.9 3.9
Number of Employees 811 972
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Chairman's Review

Considering the economic recession prevailing in the country, I
am pleased to report that your Company performed reasonably well in 1998.

During the first half of the year, overall business continued at a steady pace,
owing mainly to effective market strategies, cost controls, pricing man-
agement, alternate sourcing, production efficiencies and rationalization of tariffs
by the Government. However, the same trend could not be maintained in the
second half of the year, as a result of economic and financial turmoil faced by
the country due to joining the nuclear club. Some of the resultants were stop-
page of aid and sanctions by the international community, freezing of
foreign currency accounts, devaluation of the rupee, introduction of two tier
currency system, restriction on imports, rise in bank financial charges,
and higher inflation resulting in increasing costs.

The above factors had negative effect on the business and profitability suf-
fered, as the increase in costs could not be passed on to the market. During the
later part of the year inventories and receivables remained high resulting in
enhanced financing costs. However, Governments effort in introducing
some fundamental reforms are having a positive impact on the economy as a whole.

Sales and Profits

Sales amounted to Rs. 2.690 billion as compared to Rs. 2.532 billion, after
adjustment of demerged turnover of Refrigerator business, in the previous
year. Operating profit increased to Rs. 216 million from Rs. 191 million (on
comparable basis) of last year as a result of actions taken by the Company
in improving the profitability as mentioned earlier.

As lighting is the largest sector of our business, the Company
maintained its traditional position of being the market leader. This
was possible largely on account of improved customer service level,
emphasis on delivering quality in all facets of the business, and improving
and consolidating its market share in a larger section of the population.

In this division, sales amounted to Rs. 1.583 billion compared to Rs 1.581 bil-
lion of previous year. Operating profit improved to Rs. 189 million from last
year's figure of Rs. 184 million mainly due to effective cost controls, improve-
ment in factory efficiencies and concerted marketing efforts.

Consumer Electronics

The market of televisions remained stagnant due to ero-
sion of purchasing power in general. In this sector the Company is fol-
lowing the policy of selected diversification to lessen the dependence on
colour televisions. Since the past few years, emphasis has shifted towards
entertainment market, and Audio and Video products such as VCR/VCP and
portable audio systems have been introduced. Another significant addition
is PC Monitors which were introduced in 1996, and the sales of this product
has shown quantum jumps due to competitive price and excellent quality.

As a result, sales of this division recorded an impressive growth of 22%
amounting to Rs. 812 million against Rs. 663 million of last year. Operating prof-
it amounted Rs. 14 million compared to operating loss of Rs. 8 million of previ-
ous year. The improvement in profitability is mainly attributable to effective
marketing strategies, strict cost controls and rationalization of tariffs by the
Government.

However, imports through irregular channels is a continual threat to this
activity restricting our market share and future growth. Unless judiciously
administered by the Government, it is our apprehension that this may result
as a serious threat to the very survival of the local industry.

Other Activities

This sector covers the activities of Domestic Appliances & Personal
Care (DAP) Professional Systems and After Sales Service.

The DAP activity has shown improvements through a balanced mix of local
and imported activity and diversification in its product range, managed
through effective and innovative marketing and selling skills. This is despite
severe competition from imports through irregular channels including
baggage and Afghan Transit Trade. As stated earlier, this activity also remains
threatened, unless effective measures will be taken to curb such activities.

The activity of Professional Systems caters to the market of
high tech products/equipment and is primarily project based. The
Company, as a policy, focuses on major projects only. This activity is mainly
dependent on development funds/grants, and due to economic
crunch during the later part of the year, overall performance suffered. The
Division continues to offer total solutions to customers, and service of their
sophisticated equipment through a "one window" operation. During the
year under review, lighting of 3 inter-changes on the Lahore-Islamabad
motorway was completed and work on installation of weigh bridges on the
same motorway is in hand.

To provide excellent "After Sales Service", the Company is maintaining a
network of centers in all major cities and towns of the country. After Sales
Service is undoubtedly a paramount customers need and a potential area
for growth.

The Company and the Shareholders

Profit after tax stands at Rs. 70 million compared to Rs. 38 million of
last year, and earning per share (EPS) amounts to Rs. 6.90 (1997 Rs. 3.90)

The Board of Directors propose for your approval, payment of final dividend
of 25% in addition to interim dividend of 15% already paid, thus making a total
dividend of 40% for the year under review. The Board also recommends
transfer Rs. 29 million to General Reserve.

Profit and proposed appropriations for
the year are as follows:-

Rs. in '000'

Profit Before
Providing for taxation 104,888

Provision for taxation:-
Current-for the year 29,804
       -for prior year 36
Deferred 5,388 35,228

---------- ----------
Profit after tax 69,660
Add: Unappropriated profit
brought forward 1,018
Profit available ----------
for appropriation 70,678
Appropriations recommended:-
General Reserve 29,000
Interim Dividend
declared 15% 15,093
Proposed Final
Dividend 25% 25,154 69,247
Unappropriated profit ---------- ----------
carried forward 1,431

==========

Human Resources

Our belief that people are our Company's most valuable
resource was further strengthened this year following the aftermath
of the nuclear explosion. Inspite of widespread economic turbulence, the
Company managed to achieve its desired results, which was only made
possible through strong determination of our employees to achieve the year's
targets.

The Board acknowledges with thanks dedication of its workforce and their
understanding of the management's sincere and serious efforts in making
improvements and introducing changes which have far reaching consequences.

Realising its responsibility towards the workforce, the management has, as a
policy, continuously endeavoured to induct and develop a pool of talented
employees equipped to hold future management positions and face the
challenges of a highly competitive market in the next millennium. However, due
to re-engineering and right-sizing, changes in processes, and higher level
of automation, 163 employees left the service under a voluntary separation
scheme offered by the Company during the year.

Quality

Keeping pace with the demands of growing quality conscious market, your
Company has consistently attempted to provide superior quality products
and services to its customers. To ensure international quality standards
in all its operations the "Philips Quality Programme" was launched in the early
nineties. We take pride in mentioning that all our factories including Light,
Consumer Electronics and Domestic Appliances and Personal Care (DAP)
are ISO certified. We are now aiming for ISO 14001 certification and the
much-coveted Philips Quality Award (PQA 90).

Information Technology

The Company has embarked upon an ambitious programme for making its IT
needs most modern and to enable the organisation in achieving its business
goals with speed, team work and best demonstrated practices.

An advanced software, J.D. Edwards, is being installed by the company under a
phased programme which is fully Y2K compliant and will cater to our ever
increasing IT needs. Other softwares which are notY2K compliant, will be
phased out by the Company before the end of 1999. In order to make e-mail
system efficient, fast and online with other Philips offices worldwide, work
on the Philips Global Network project is also currently in hand.

Social Responsibility

Your Company has continued to uphold its tradition of working towards
the welfare of humanity by supporting endeavours of institutions like the
Layton Rahmatullah Benevolent Trust, Child Aid Association, and Indus Valley
School of Art and Architecture.

Besides this, our environmental policy lays special emphasis on minimising the
impact of our activities on the environment.

Directors

The term of office of the present seven directors is due to expire on May 9th,
1999 as such, election of Directors will be held at the forthcoming annual gen-
eral meeting.

During the year, Mr. S. Naseem Ahmad Chairman and Chief Executive of the
Company retired from the service of the Company on reaching the age of
superannuation. The Board wishes to place on record its appreciation for his
valuable services.

Auditors

The present auditors A.F Fergusons & Co. retire at the conclusion of the
annual general meeting. The Company has received a notice from the majority
shareholder, Royal Philips Electronics, The Netherlands of its intention to
propose M/s. Taseer Hadi Khalid & Co. the representatives of KPMG in
Pakistan, for appointment as the auditors of the Company for the year
1999, as KPMG are responsible for the audit of the group companies of the
parent organization worldwide.

We would like to place on record our appreciation of the services rendered
by the retiring auditors M/s. A.F. Ferguson & Co. over a long
period of our association.

Pattern of Shareholding

A statement of the pattern of share-holding as at December 31, 1998 is
shown on page 50 of this report. Royal Philips Electronics, The Netherlands
continues to hold 60% of the Company's share.

Future Outlook

In all business areas, the Company intends to follow the policy of steady
growth and diversification. Considering the strength of the organisation and its
infrastructure, coupled with good quality products, the Company will, in
future, strive to improve on the profit trends shown during 1998.

The above expectations are based on the assumptions that appropriate mea-
sures and policies are adopted by the Government to create an environment
conducive for growth of business activity in the country. Amongst these mea-
sures are adequate protection to local industry while lowering tariffs, control
of parallel trade/imports via grey channels and improvement in basic eco-
nomic fundamentals.

On behalf of the Board of Directors

Javed Iqbal
Chairman & Managing Director.
March 25, 1999

Auditors' Report to the members

We have audited the annexed balance sheet of Philips Electrical Industries of Pakistan
Limited as at December 3 I, 1998 and the related profit and loss account and cash flow
statement, together with the notes forming part thereof, for the year then ended and
we state that we have obtained all the information and explanations which to the best
of our knowledge and belief were necessary for the purposes of our audit and, after
due verification thereof, we report that:

a) in our opinion, proper books of account have been kept by the Company as
required by the Companies Ordinance, 1984;

b) in our opinion:

i. the balance sheet and profit and loss account together with the notes thereon
have been drawn up in conformity with the Companies Ordinance, 1984 and are
in agreement with the books of account and' are further in accordance with
accounting policies consistently applied;

ii. the expenditure incurred during the year was for the purpose of the Company's
business; and

iii. the business conducted, investments made and the expenditure incurred during
the year were in accordance with the objects of the Company;

c) in our opinion and to the best of our information and according to the explanations
given to us, the balance sheet, profit and loss account and cash flow statement,
together with the notes forming part thereof, give the information required by the
Companies Ordinance, 1984 in the manner so required and respectively give a true
and fair view of the state of the Company's affairs as at December 3 I, 1998 and of
the profit and cash flows for the year then ended;

d) in our opinion, Zakat deductible at source under the Zakat and Ushr Ordinance,
1980 was deducted by the Company and deposited in the Central Zakat Fund
established under section 7 of that Ordinance; and

e) without qualifying our opinion we draw attention to note 17 to the accounts which
explains the reasons for deferment of the employees voluntary separation schemes
cost.

A.F. Ferguson & Co.
Karachi: March 25,1999 Chartered Accountants

Balance Sheet as at December 31, 1998

Note 1998 1997
(Rupees in thousands)

SHARE CAPITAL AND RESERVES
Authorized capital
16,000,000 ordinary shares of Rs. 10 each 160,000 160,000

========== ==========
Issued, subscribed and paid-up capital 3 100,617 91,470

Reserves 4 233,469 213,616
Unappropriated profit 1,431 1,018

---------- ----------
234,900 214,634

---------- ----------
335,517 306,104

SURPLUS ON REVALUATION OF FIXED ASSETS 5 65,935 65,935
REDEEMABLE CAPITAL 6 73,000 -
DEFERRED LIABILITIES
Provision for staff retirement benefits 14,985 20,482

CURRENT LIABILITIES AND PROVISIONS
Short-term finances under mark-up
arrangements 7 805,476 278,325
Short-term loans 8 - 174,730
Current maturity of redeemable capital 6 24,000 102,799
Creditors, accrued and other liabilities 9 309,073 330,327
Provision for turnaround expenses 10 48,600 27,000
Proposed dividend 25,154 22,867

---------- ----------
1,212,303 936,048

CONTINGENCIES AND COMMITMENTS 11
---------- ----------
1,701,740 1,328,569

========== ==========

Note 1998 1997
(Rupees in thousands)

TANGIBLE FIXED ASSETS
Operating assets 12 159,081 142,317
Capital work-in -progress 13 3,395 3,090

---------- ----------
162,476 145,407

LONG-TERM INVESTMENTS 14 9,680 9,680
LONG-TERM LOANS AND ADVANCES 15 15,222 13,937
LONG-TERM DEPOSITS 6,051 7,003
DEFERRED TAXATION 16 9,499 14,887
DEFERRED COSTS 17 37,218 -

CURRENT ASSETS
Stores and spares 18 25,899 25,664
Stock-in-trade 19 592,554 556,995
Trade debts 20 331,157 253,081
Deposits and short-term prepayments 21 120,573 45,874
Other receivables 22 108,739 109,794
Taxation 159,953 79,982
Cash and bank balances 23 122,719 66,265

---------- ----------
1,461,594 1,137,655

---------- ----------
1,701,740 1,328,569

========== ==========

The annexed notes form an integral part of these accounts.

Javed Iqbal M. Kamil Shahbazker
Chief Executive Director

Profit and Loss Account for the year ended December 31, 1998

Note 1998 1997
(Rupees in thousands)

Net sales 24 2,689,871 2,910,668
Cost of sales 25 1,991,245 2,261,924

---------- ----------
Gross profit 698,626 648,744
Selling and administrative expenses 26 483,065 455,115

---------- ----------
Operating profit 215,561 193,629

Other income 27 8,352 5,660
---------- ----------

223,913 199,289

Financial charges 28 1,060,801 118,021
Other charges 29 12,945 11,843

---------- ----------
119,025 129,864

Profit before taxation 104,888 69,425
Taxation 31 35,228 31,402

---------- ----------
Profit after taxation 69,660 38,023
Unappropriated profit brought forward 1,018 803

---------- ----------
70,678 38,826

Transfer to Refrigerators Manufacturing Company - (2,441)
Pakistan Limited ---------- ----------
Available for appropriation 70,678 36,385

Appropriations:
Interim dividend Rs. 1.50
(1997: Nil) per share 15,093 -

Proposed final dividend Rs. 2.5
(1997: Rs.2.50) per share 25,154 22,867

Transfer to general reserve 29,000 12,500
---------- ----------

69,247 35,367
---------- ----------

Unappropriated profit carried forward 1,431 1,018
========== ==========

The annexed notes form an integral part of these accounts.

Javed Iqbal M. Kamil Shahbazker
Chief Executive Director

Cash Flow Statement for the year ended December 31, 1998

Note 1998 1997
(Rupees in thousands)

Cash flow from operating activities

Cash generated from operations 32 29,638 96,308
Staff retirement benefits paid (10,426) (689)
Financial charges paid (101,489) (113,918)
Deferred costs (37,218) -
Taxes Paid (109,811) (99,369)

---------- ----------
Net cash (out flow) from operating activities (229,306) (117,668)
Cash flow from investing activities

Fixed capital expenditure (47,472) (22,345)
Sale proceeds of fixed assets 1,414 1,809
Long-term deposits-net 952 527
Long-term loans and advances-net (1,285) 205

---------- ----------
Net cash (out flow) from investing activities (46,391) (19,804)

Cash flow from financing activities

Proceeds from redeemable capital less repayments (5,799) (65,170)
Repayment of obligation under finance lease - (799)
Short-term loans less repayments (174,730) 93,246
Dividends paid (14,471) (17,819)
Taxes on bonus shares paid - (1,188)

---------- ----------
Net cash inflow/(outflow) from financing activities (195,000) 8,270

---------- ----------
Net (decrease) in cash and cash equivalents (470,697) (129,202)
Cash and cash equivalents at the beginning of the year (212,060) (214,653)
Cash and cash equivalents transferred to Refrigerators
Manufacturing Company Pakistan Limited - 131,795

---------- ----------
Cash and cash equivalents at the end of year 33 (682,757) (212,060)

========== ==========

The annexed notes from an integral part of these accounts.

Javed Iqbal M. Kamil Shahbazker
Chief Executive Director

Notes to the accounts for the year ended December 31, 1998

1. Legal status and operations

1.1 The Company is a public company incorporated in Pakistan under the Companies
Act, 1913 (now Companies Ordinance, 1984). Its shares are quoted on the Karachi
and Islamabad Stock Exchanges and it is principally engaged in the production and
sale of electrical and electronic goods.

The Company under a Scheme of Arrangement for the reconstruction of its
operations and as sanctioned by the High Court of Sindh transferred, with effect
from July 1, 1997, its Major Domestic Appliances (MDA) undertaking inclusive of
the MDA business and all assets, rights, liabilities and obligations pertaining thereto
to Refrigerators Manufacturing Company Pakistan Limited (RMCPL), a newly
incorporated entity, with the consequent reduction in the issued and paid up share
capital of the Company.

2. Significant accounting policies

2.1 Accounting convention
These accounts have been prepared under the historical cost convention as
modified by the revaluation of certain fixed assets.

2.2 Staff retirement benefits
The Company operates defined benefit funded pension scheme for its
management employees and gratuity scheme for its employees. The pension
scheme provides life pension to employees and thereafter to their spouse or
dependent children. Contributions are made annually to these funds on the basis
of last actuarial valuation carried out as at December 31, 1996 at the rate of 14.7%
of basic salary for pension and at the rate of 8.33% of basic salary for gratuity.
Further, an additional provision at the rate of 3.5% of basic salary is also being
made in respect of gratuity. Based on the latest actuarial valuation of the pension
scheme and gratuity scheme as at December 31, 1998, carried out once in every
three years, the fair value of the pension fund's assets and liabilities were Rs.
72.201 million and Rs. 108.504 million whereas the fair value of the gratuity funds
assets and liabilities were Rs. 47.623 million and Rs. 71.312 million respectively. The
future contribution rate which includes allowances for deficit/surplus for pension
scheme has been revised to 20.5% whereas for gratuity scheme there is no
change.

The Company also operates an unfunded supplemental gratuity scheme for
unionised staff. Provisions are made in the accounts to cover obligations on the
basis of actuarial recommendations. Based on the latest actuarial valuation as at
December 31, 1998, carried out once in every three years, the actuarial liability
amounted to Rs. 13.646 million.

Under the revised IAS 19, applicable from January 1, 1999, the maximum period
over which the deficits or surplus above must be recognised by the Company is
five years.

The projected unit credit method, using the following significant assumptions, is
used for the valuation of the above mentioned funded as well as unfunded
schemes:

¥ Expected rate of increase in salaries 12% per annum.

¥ Expected rate of interest on investment 12% per annum.

The Company also operates a defined contribution provident fund for its
employees. Equal monthly contributions are made, both by the Company and the
employees, to the fund at the rate of 10% of basic pay.

2.3 Taxation
The charge for current taxation is based on taxable income at the current rate of
taxation after taking into account tax credits and tax rebates available, if any.

The Company accounts for deferred taxation on all major timing differences using
the liability method. However, as a matter of prudence, the Company only
recognises those deferred tax debit balances for which there is a reasonable
expectation of realisation. Deferred tax debit balances not recognised in the
accounts as at December 31, 1998 amounted to Rs. 8. 192 million (I 997: Rs. 12.018
million).

2.4 Tangible fixed assets and depreciation
Operating fixed assets are stated at cost less accumulated depreciation except
leasehold land and buildings thereon which are stated at revalued amounts and
subsequent additions thereto at cost less accumulated depreciation. Capital work-
in-progress is stated at cost.

Items of fixed assets costing Rs. 10,000 or less individually are not capitalised and
are charged off in the year of purchase.

Depreciation is charged to income applying the straight-line method whereby the
asset is written off over its estimated service life. Depreciation on additions is
charged from the month in which they are put to use and on deletions upto the
month of deletion.

Gains and losses on disposals are taken to income currently.

Maintenance and repairs are charged to income as and when incurred. However, as
the furnace used for glass production is required to be shut down for renewal,
overhaul and replacement of parts after varying periods of use, the cost of such
turnarounds including overhead expenses are accrued over such periods.

2.5 Long term investments
These are stated at cost except where a permanent diminution in value is deemed
to have occurred in which case their cost is appropriately reduced.

2.6 Deferred costs
Deferred costs are amortized over a period of twenty seven months.

2.7 Stores and spares
These are valued at weighted average cost with the exception of stores relating to
consumer electronics activities which are valued on first-in-first-out basis. The value
of slow moving items is appropriately reduced. In addition adequate provision is
made for items which are likely to become obsolete.

2.8 Stock-in-trade
Stock-in-trade is valued at the lower of cost and net realisable value. Cost has
been arrived at on first-in-first-out basis. The cost of supply and installation
contracts-in-progress, work-in-process and manufactured goods includes direct
material, wages and applicable manufacturing overheads. Cost of goods-in-transit
reflects the purchase price only.

Net realisable value is determined by considering the prevailing selling prices in the
ordinary course of business less costs necessary to be incurred to make the sale.

2.9 Foreign currencies
Assets and liabilities in foreign currencies are translated into rupees at the rates of
exchange approximating to those ruling at the balance sheet date except where
forward exchange contracts have been entered into for repayment of loans in
which case the rate contracted for is used and where the repayment of a foreign
currency loan will be made in rupees at a rate of exchange guaranteed by the State
Bank of Pakistan in which case the guaranteed rate of exchange is used. Any
foreign currency bank balances arising out of the proceeds of a foreign currency
loan whose repayment is to be made at a rate of exchange guaranteed by the State
Bank of Pakistan are also translated at the guaranteed rate of exchange.

Exchange gains and losses are included in income currently except those arising on
translation of liabilities for goods in transit which are reflected in the value of the
underlying items.

2.10 Revenue recognition
Sales are recorded on despatch of goods.

Revenue from long-term supply and installation contracts is recognised on the
percentage of completion method. Stage of completion of contract is determined
on the basis of evaluation made by the customer, consultant or engineer. Expected
loss on contracts are recognised as an expense immediately.

2.11 Mark-up on long-term finance
Mark-up on long-term finance is allocated to the deferred payment period so as to
produce a constant periodic rate of financial cost on the remaining balance of
principal liability for each period.

3. Issued, subscribed and paid-up capital

Ordinary Ordinary Ordinary Total
shares of shares of shares of
Rs. 10 each Rs. 10 each Rs. 10 each 1998 1997
fully paid issued issued as
in cash as fully fully

paid bonus paid for
shares consideration

other
than cash

Number of shares 5,691,521 4,368,033 2,100 10,061,654 9,146,959
========== ========== ========== ========== ==========

(Rupees in thousands)

Balance as at
January 1 56,915 34,534 21 91,470 118,792

Bonus shares
issued during the
year - 9,147 - 9,147 11,879

Reduction in share
capital (note 3.2) - - - - (39,201)

---------- ---------- ---------- ---------- ----------
56,915 43,681 21 100,617 91,470

========== ========== ========== ========== ==========

3.1 At December 31, 1998, 6, 036,992 (1997: 5,488, 175) ordinary shares of the
Company were held by Royal Philips Electronics, Eindhoven. The Netherlands.

3.2 This represents the consequent reduction in issued and paid up capital, referred to
in note I, by 30%.

1998 1997
(Rupees in thousands)

4. Reserves
Capital
Share Premium
At January 1 12,419 31,318
Transfer to - reserve for issue of bonus shares - (9,147)

- RMCPL - (9,752)
---------- ----------

At December 31 12,419 12,419
Reserve for issue of bonus shares
At January 1 9,147 13,067
Transfer from share premium - 9,147

---------- ----------
9,147 22,214

Bonus shares issued during the year (9,147) (11,879)
Tax paid on bonus shares issued - (1,188)

---------- ----------
(9,147) (13,067)

---------- ----------
At December 31 - 9, 147

---------- ----------
12,419 21,566

Revenue
General reserve

At January 1 190,300 254,000
Transfer from profit and loss account 29,000 12,500
Transfer to RMCPL - (76,200)

---------- ----------
At December 31 219,300 190,300

Self insurance reserve
At January 1 1,750 2,500
Transfer to RMCPL - (750)

---------- ----------
1,750 1,750

---------- ----------
At December 31 221,050 192,050

---------- ----------
233,469 213,616

========== ==========

1998 1997
(Rupees in thousands)

5. Surplus on revaluation of fixed assets
At the beginning and end of the year 65,935 65,935

========== ==========

The above represents surplus over book value produced by reevaluations of certain
fixed assets referred to in note 12.2.

6. Redeemable Capital - Secured
(Non-participatory)

Long-term finance utilised under mark-up
arrangements

Emirates Bank International PJSC (EBI) 47,000 -

The Hongkong Shanghai Banking
Corporation Limited (HSBC) -I - 34,266

-II 50,000 -

ANZ Grindlays Bank plc (ANZ) I - 34,266
II - 34,267

---------- ----------
97,000 102,799

Less: Current maturity shown under
current liabilities 24,000 102,799

---------- ----------
73,000 -

========== ==========

6.1 The particulars of the above long-term finances are as follows:

Rate of Repayment
Sale Purchase Prompt Mark-up Number Commencing
Price Price Rebate per annum from

(Rupees in thousands)

EBI 47,000 56,400 2,350 15% Two October 22, 1999
(annual)

HSBC-II 50,000 72,000 6,000 16% Lumpsum January 15, 2000

6.2 The above finances are secured by mortgage, ranking pari passu, by deposit of title
deeds on the Company's immovable property at F-54, SITE including machinery
installed therein.

6.3 Long-term finances from HSBC-I and ANZ were repaid during the year.

6.4 In view of the substance of the transaction, the sale and repurchase of assets
referred to above and in note 7.1 has not been recorded as such in the books.

1998 1997
(Rupees in thousands)

7. Short-term finances under mark-up
arrangements - secured

Finance utilised under mark-up
arrangements from banks (note 7.1) 805,476 278,325

========== ==========

7.1 The facility for short term running finances available from various banks amounts
to Rs. 1,053 million (1997: Rs. 638 million), which represents the aggregate of sale
price of all mark-up arrangements between the Company and the banks with a
corresponding purchase price of Rs. 1,304.566 million (1997: Rs. 791.568 million).
The purchase prices are payable on various dates by August 7, 1999. Under the
agreements the purchase price is subject to prompt payment rebates of Rs. 99.431
million (1997: Rs. 58.192 million).The rates of mark-up net of prompt payment
rebates range from Rs. 0.38 to Rs. 0.41 (1997: Rs. 0.38 to Rs. 0.41) per rupee one
thousand per day. The arrangements are secured by way to pari passu charge
against hypothecation of stock-in-trade and trade debts.

7.2 The facility for opening letters of credit and guarantees as at December 31, 1998
amounted to Rs. 1,535 million (1997: Rs. 1,182 million) of which the amount
remaining unutilised at year end was Rs. 1,122 million (1997: Rs. 772.8 million).

8. Short-term loans

Rate of 1998 1997 1998 1997
Lender Interest Repayment (Us Dollars in thousands) (Rupees equivalent

in thousands)
The Sakura
Bank Limited, 1% above 6 February 29, 1998 - 3,000 - 125,700
Dusseldorf months LIBOR

- do - - do - January 30, 1998 - 2,000 - 83,660
- do - - do - April 22, 1998 - 1,000 - 45,600

---------- ---------- ---------- ----------
- 6,000 - 254,960

Transferred to RMCPL - (1,888) - (80,230)
---------- ---------- ---------- ----------

- 4,112 - 174,730
========== ========== ========== ==========

8.1 The above loans were repaid during the year.

1998 1997
(Rupees in thousands)

9. Creditors, accrued and other liabilities
Creditors 87,359 162,368
Accrued liabilities 100,965 104,458
Accrued interest on short-term loans - 4,164
Accrued mark-up on

- short term finance 21,243 11,716
- long term finance 3,330 4,102

Workers' profits participation fund
(note - 9.1) 5,640 3,804
Dealers security deposits - non interest bearing 7,775 5,936
Advances from customers 42,743 16,120
Workers' welfare fund 4,519 3,076
Payable to - provident fund - 498

- pension fund 1,672 1,159
Retention money 20 20
Unclaimed dividends 1,529 816
Unpaid dividends 22,776 -
Corporate assets tax 2,084 2,000
Others 7,418 10,090

---------- ----------
309,073 330,327

========== ==========

9.1 Workers' profits participation fund
Balance at the beginning of the year 3,804 5,682
Interest on funds utilised in the Company's
business 333 616
Allocation for the year 5,645 3,809
Less: Amount paid during the year (4,142) (6,303)

---------- ----------
Balance at the end of the year 5,640 3,804

========== ==========

9.2 Amounts due to associated undertakings included in creditors above aggregated
Rs. 54.763 million (1997: Rs. 120.391 million).

1998 1997
(Rupees in thousands)

10. Provision for turnaround expenses
Movement in and composition of turnaround expenses is as follows:

Provision for stand still costs

Furnace
At January 1 2,000 400
Provision during the year 1,600 1,600

---------- ----------
3,600 2,000

Provision for repairs and overhaul
Furnace
At January 1 25,000 5,000
Provision during the year 20,000 20,000

---------- ----------
45,000 25,000

---------- ----------
48,600 27,000

========== ==========

11. Contingencies and commitments

11.1 Commitments

(a) Capital expenditure contracted for but not incurred amounted to Rs. 4.6
million (1997: Rs. 3.09 million).

(b) Commitments for rentals under operating lease agreements in respect of
vehicles are as follows:

1998 1997
Year (Rupees in thousands)

1998 - 10,854
1999 8,669 9,061
2000 7,341 6,910
2001 3,326 -
2002 384 -

12. Operating Assets

12.1 The following is a statement of operating assets:

Cost or Additions/ Cost or Accumulated Depreciation Accumulated Net book Annual
valuation (Deletions)/ valuation depreciation charge for depreciation value at rate

at *(Transfer at at January 1, the year/ at December December of
January 1, to RMCPL) December 1998 (deletions)/ 31, 1998 31, 1998 depreciation

1998 31, 1998 *(Transfer to %
RMCPL)

(Rupees in thousands)

Leasehold land
(factory) 23,632 - 23,632 2,518 236 2,754 20,878 1

Building on leasehold
land (factory) 78,964 3,743 82,707 48,741 3,640 52,381 30,326 2-10

Leasehold land and
building
(Office & others) 4,140 - 4,140 3,289 201 3,490 650 5-10

Electric installations 11,903 58 11,961 8,332 514 8,846 3,115 5-20

Plant and machinery 273,860 1,649 275,509 218,211 10,452 228,663 46,846 10-33

Factory equipment 15,870 2,489 18,359 10,251 1,488 11,739 6,620 10-25

Office machines 64,403 38,901 101,708 40,414 12,418 51,937 49,771 7-20
(1,596) (895)

Motor vehicles 3,467 327 3,228 2,166 416 2,353 875 20
(566) (229)

---------- ---------- ---------- ---------- ---------- ---------- ----------
476,239 47,167 521,244 333,922 29,365 362,163 159,081

(2,162) (1,124)
========== ========== ========== ========== ========== ========== ==========

1997 597,460 44,461 476,239 413,189 36,970 333,922 142,317
(3,244) (1,714)

*(162,438) *(114,523)
========== ========== ========== ========== ========== ========== ==========

12.2 The date and amount of revaluation included in the net book value of certain
fixed assets as at December 31, 1998 is given below:

Leasehold Building on Total
land leasehold

(factory) land
(factory)

(Rupees in thousands)

(a) At December 31, 1980
Revaluation increment 4,838 13,913 18,751
Less: Depreciation thereon 867 12,525 13,392

---------- ---------- ----------
3,971 1,388 5,359

---------- ---------- ----------
(b) At January 1, 1990
Revaluation increment 17,720 29,464 47,184
Less: Depreciation thereon 1,594 13,259 14,853

---------- ---------- ----------
16,126 16,205 32,331

---------- ---------- ----------
20,097 17,593 37,690

========== ========== ==========
1997 20,322 19,762 40,084

========== ========== ==========

12.3 Detail of assets deleted during the year including items sold by negotiation:

Cost Accumulated Net book Sale Particulars of
depreciation value proceeds buyers

(Rupees in thousands)

Office machines 104 31 73 82 Mr. S. Naseem Ahmad
(Ex-Chief Executive)

57 8 49 51 - do -
215 105 110 127 - do -
23 10 13 17 Mr. Adnan Ahmed

(Ex-Executive)
15 6 9 11 - do-
27 10 17 23 Mr. Tahir Hussain

(Ex-Executive)
17 6 11 14 - do -
20 13 7 13 Mr. Shaukat Aziz

(Ex-Executive)
25 8 17 21 Mr. Naqi A. Sharif

(Ex-Executive)
18 5 13 15 - do -
25 8 17 21 Ms. Parveen Mania

(Ex-Executive)
18 5 13 15 - do -
23 12 11 16 Mr. Ejaz Wasay

(Ex-Executive)
23 12 11 16 - do -
27 1 26 26 - do -
15 7 8 10 - do -
30 1 29 28 - do -
26 8 18 21 Mr. Rashid U. Siddiqui

(Ex-Executive)
18 6 12 14 - do -
125 15 110 120M/s. Zubair Electronics

Saddar, Karachi.
Office machines 23 12 11 15 Mr. Munir-ul-Huda

(Ex-Executive)
15 8 7 10 - do -
26 3 23 24 Mr. Azeem Siddiqui

(Ex-Executive)
19 2 17 20 - do -
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27 5 22 23 Mr. Riaz-ul-Ghani
(Ex-Executive)

33 3 30 30 RMCPL
(an associated undertaking)

Items with
book value
below Rs. 5000 602 585 17 205

---------- ---------- ---------- ----------
1,596 895 701 988

========== ========== ========== ==========

Motor Vehicles 379 153 226 47 Mr. S. Naseem Ahmad
(Ex-Chief Executive)

63 18 45 186Mr. S.A. Kamal
383/A, Block-C
Faisal Town, Lahore.

63 47 16 145M/s. Madeena Motors
Khalid Bin Waleed Road,
Karachi.

Items with
book value below
Rs. 5000 61 11 50 48

---------- ---------- ---------- ----------
566 229 337 426

---------- ---------- ---------- ----------
2,162 1,124 1,038 1,414

========== ========== ========== ==========

1998 1997
(Rupees in thousands)

13. Capital work-in-progress
Plant and machinery 1,695 -
Advances to suppliers/contractors 1,700 3,090

---------- ----------
3,395 3,090

========== ==========

14. Long-term investments
Shifa International Hospitals Limited, quoted-at cost
2,200,000 (1997: 2,200,000) ordinary shares
of Rs. 10 each.
Market value Rs. 17.6 million (1997: Rs.7.7 million) 22,000 22,000
Less: Provision for diminution in value of investment 12,320 12,320

---------- ----------
9,680 9,680

========== ==========

15. Long-term loans and advances

Current portion Long-term portion
1998 1997 1998 1997

(Rupees in thousands) (Rupees in thousands)
Considered good, due from:
-Director 11 - - -
-Executives 3,255 2,840 2,836 1,948
-Other employees 4,055 5,474 12,386 11,989

---------- ---------- ---------- ----------
7,321 8,314 15,222 13,937

========== ========== ========== ==========
(note 22)

Amounts outstanding for period
exceeding three years, due from:

-Executives 254 287
========== ==========

-Other employees 7,220 66
========== ==========

Loans and advances were given for house building, transport and purchase of
company products. These are repayable in equal monthly installments varying from
10 to 120.

The maximum amount due from a director and executives at the end of any month
during the year was Rs. 0.011 million (1997: Rs. Nil), and Rs. 6.091 million (1997: Rs.
7.26 million) respectively.

1998 1997
(Rupees in thousands)

16. Deferred taxation
This is composed of the following:

Credit balance arising due to:
Accelerated depreciation allowance and
deferred costs (18,261) (6,817)

Debit balances arising in respect of:
Provision for turnaround, spares
obsolescence and doubtful debts 27,760 21,704

---------- ----------
9,499 14,887

========== ==========

17. Deferred costs
Voluntary separation schemes 41,869 -
Less: Amortized during the year (note-26.1) 4,651 -

---------- ----------
37,218 -

========== ==========

During the year, the Company paid Rs. 74.188 million to 163 employees under the
voluntary separation schemes for officers and workers. As permitted by the
Technical Release (TR-28) issued by the Institute of Chartered Accountants of
Pakistan, the recoverable amount of Rs. 41.869 million out of the aforementioned
total cost is being amortized over a period of twenty seven months commencing
from October 1998, as the management is of the view that future economic
benefits of the schemes will be available to the Company for that period. The
balance of Rs. 32.319 million of the total cost has been charged off to profit and
loss account and included in salaries, wages and welfare cost (note-26.1).

1998 1997
(Rupees in thousands)

18. Stores and spares
Stores 886 855

Spares, including items in transit
Rs. 0.429 million (1997:Rs. 1.106 million) 28,006 27,802
Less: Provision for obsolescence 2,993 2,993

---------- ----------
25,013 24,809

---------- ----------
25,899 25,664

========== ==========
19. Stock-in-trade
Raw materials, including goods-in-transit
Rs. 42.408 million (1997: Rs.80.824 million) 204,614 197,335

Work-in-process 14,403 13,271
Others 135 289

---------- ----------
219,152 210,895

Finished goods including goods-in-transit
Rs. 80.655 million (1997: Rs. 27.844 million) 355,649 272,603

Service stocks including goods-in-transit
Rs. nil (1997:Rs.0.081 million). 13,209 22,786

---------- ----------
368,858 295,389

Supply and installation contracts-in-progress
[including finished goods of Rs. 19.679 million
(1997: Rs. 24.079 million)] 32,590 66,926

---------- ----------
620,600 573,210

Less: Advances from customers 28,046 16,215
---------- ----------

592,554 556,995
========== ==========

1998 1997
(Rupees in thousands)

20. Trade debts
Unsecured
Considered good 331,157 253,081
Considered doubtful 31,263 23,389

---------- ----------
362,420 276,470

Less: Provision thereagainst, net of
amount written off Rs. 3.242 million
(1997: Rs. 1.978 million) 31,263 23,389

---------- ----------
331,157 253,081

========== ==========

21. Deposits and short-term prepayments
Trade deposits 10,871 7,299
Margin against letters of credit 53,958 242
Short-term prepayments 27,315 15,317
Prepaid customs duty 9,314 10,249
Sales tax and excise duty prepayments 18,465 12,133
Current account balances with
statutory authorities 398 485
Others 252 149

---------- ----------
120,573 45,874

========== ==========

1998 1997
(Rupees in thousands)

22. Other receivables
Current Portion of long-term loans and
advances- note 15 7,321 8,314

Advances to suppliers 24,492 23,213
Advances for reimbursable
expenses

-directors 109 -
-executives 1,242 705
-employees 214 436

Due from government

Customs duty refundable 5,838 1,066
Value regulatory duty and other claims 9,117 9,117

---------- ----------
14,955 10,183

Provision thereagainst (9,681) (5,780)
---------- ----------

5,274 4,403
Receivable from

-provident fund 9,558 -
-gratuity fund 3,070 1,771

Receivable from associated undertakings 52,483 67,124
Others 4,976 3,828

---------- ----------
108,739 109,794

========== ==========

23. Cash and bank balances
With banks on current account 96,245 24,162
In hand - cash 2,496 2,580
        - cheques - 29,948

---------- ----------
2,496 32,528

Remittances in transit 23,978 9,575
---------- ----------

122,719 66,265
========== ==========

24. Operating results
Light Consumer Major Domestic

Electronics Appliances Other Activities Total
(note-I)

1998 1997 1998 1997 1998 1997 1998 1997 1998 1997
(Rupees in thousands)

Sales 1,781,844 1,767,478 898,661 728,909 - 424,152 311,149 297,814 2,991,654 3,218,353
Less: Sales tax 198,488 186,225 86,798 66,075 - 45,255 16,497 10,130 301,783 307,685

---------- ---------- ---------- ---------- ---------- ---------- ---------- ---------- ---------- ----------
Net sales 1,583,356 1,581,253 811,863 662,834 - 378,897 294,652 287,684 2,689,871 2,910,668

---------- ---------- ---------- ---------- ---------- ---------- ---------- ---------- ---------- ----------

Cost of Sales
(note-25) 1,076,285 1,096,834 669,691 588,723 - 324,489 245,269 251,878 1,991,245 2,261,924
Selling &
administrative
expenses (note-26) 318,452 300,774 128,583 82,050 - 52,067 36,030 20,224 483,065 455,115

---------- ---------- ---------- ---------- ---------- ---------- ---------- ---------- ---------- ----------
1,394,737 1,397,608 798,274 670,773 - 376,556 281,299 272,102 2,474,310 2,717,039

---------- ---------- ---------- ---------- ---------- ---------- ---------- ---------- ---------- ----------
Operating profit/(loss) 188,619 183,645 13,509 (7,939) - 2,341 13,353 15,582 215,561 193,629

========== ========== ========== ========== ========== ========== ========== ========== ========== ==========

24.1 Inter-segment pricing
Transfers between
business segments
are recorded at cost

24.2 Segment assets
employed as at
December 31, 1998 (%) 53 48 37 36 - - 10 16 100 100

========== ========== ========== ========== ========== ========== ========== ========== ========== ==========

25. Cost of sales
Opening stock of
finished goods 174,295 124,390 58,908 99,086 - 118,077 86,265 62,967 319,468 404,520
Cost of goods
manufactured (note-25.1) 815,793 747,339 478,670 395,702 - 205,470 55,139 49,984 1,349,602 1,398,495
Purchased goods 248,684 399,400 290,287 152,843 - 158,828 171,741 225,192 710,712 936,263

---------- ---------- ---------- ---------- ---------- ---------- ---------- ---------- ---------- ----------
1,238,772 1,271,129 827,865 647,631 - 482,375 313,145 338,143 2,379,782 2,739,278

Less:
-Closing stock of
finished goods 162,487 174,295 158,174 58,908 - - 67,876 86,265 388,537 319,468
-Stock transferred to
RMCPL - - - - - 157,886 - - - 157,886

---------- ---------- ---------- ---------- ---------- ---------- ---------- ---------- ---------- ----------
1,076,285 1,096,834 669,691 588,723 - 324,489 245,269 251,878 1,991,245 2,261,924

========== ========== ========== ========== ========== ========== ========== ========== ========== ==========

25.1 Cost of goods manufactured

Light Consumer Major Domestic
Electronics Appliances Other Activities Total

(note-I)

1998 1997 1998 1997 1998 1997 1998 1997 1998 1997
(Rupees in thousands)

Opening stock 140,469 178,615 55,012 69,035 - 72,586 15,414 17,370 210,895 337,606
Purchased materials 467,963 443,352 455,782 329,966 - 167,925 43,122 41,587 966,867 982,830
Excise duty 1,204 2,542 82 7,204 - 26,630 - - 1,286 36,376
Salaries, wages and welfare
cost (note 26.1)            172,910 123,738 28,635 25,860 - 16,155 6,158 3,654 207,703 169,407
Repairs and maintenance 14,914 12,631 1,623 2,500 - 3,701 1,453 1,431 17,990 20,263
Provision for turnaround
expenses (note- 10)     21,600 21,600 - - - - - - 21,600 21,600
Stores and spares consumed 20,831 14,898 389 489 - 340 21 41 21,241 15,768
Technical assistance fee - - - - - - - 188 - 188
Fuel and power 57,545 50,071 2,648 2,304 - 2,984 - 72 60,193 55,431
Rent, rates and taxes 3,571 724 56 275 - 54 29 27 3,656 1,080
Insurance 1,953 1,557 560 994 - 498 - 5 2,513 3,054
Depreciation 18,545 22,888 6,677 6,383 - 4,351 629 379 25,851 34,001
Other expenses 19,087 15,192 4,827 5,704 - 2,390 1,144 644 25,058 23,930
Provision for doubtful debts
-others - - 3,901 - - - - - 3,901 -

---------- ---------- ---------- ---------- ---------- ---------- ---------- ---------- ---------- ----------
940,592 887,808 560,192 450,714 - 297,614 67,970 65,398 1,568,754 1,701,534

Less:
- Closing stock 124,799 140,469 81,522 55,012 - - 12,831 15,414 219,152 210,895
- Stock transferred to RMCPL - - - - - 92,144 - - - 92,144

---------- ---------- ---------- ---------- ---------- ---------- ---------- ---------- ---------- ----------
815,793 747,339 478,670 395,702 - 205,470 55,139 49,984 1,349,602 1,398,495

========== ========== ========== ========== ========== ========== ========== ========== ========== ==========

26. Selling & administrative expenses

Light Consumer Major Domestic
Electronics Appliances Other Activities Total

(note-I)

1998 1997 1998 1997 1998 1997 1998 1997 1998 1997
(Rupees in thousands)

Salaries, wages and welfare
cost (note-26.1) 63,352 53,440 33,172 20,811 - 5,136 35,877 33,993 132,401 113,380
Direct selling expenses 92,056 113,634 33,257 13,380 - 12,182 2,496 2,268 127,809 141,464
Repairs and maintenance 764 2,033 230 885 - 233 1,667 999 2,661 4,150
Fuel and power 1,590 1,534 1,662 908 - 244 1,972 2,171 5,224 4,857
Rent, rates and taxes 2,876 4,963 2,911 2,392 - 818 1,096 1,926 6,883 10,099
Insurance 59 229 5 113 - 9 780 196 844 547
Publicity 50,341 37,338 19,600 14,747 - 10,236 6,252 4,618 76,193 66,939
Depreciation 1,552 1,032 1,091 534 - 534 871 869 3,514 2,969
Outward freight 68,702 60,051 8,413 6,783 - 8,626 2,382 2,255 79,497 77,715
Other expenses 43,708 30,958 19,314 12,600 - 4,039 7,587 (3,992) 70,609 43,605
Provision for doubtful
debts -trade (278) 8,234 7,394 2,252 - 393 4,000 2,484 11,116 13,363

-Others - (29) - - - - - 438 - 409
Services charged to other
departments 1,114 (12,643) 7,528 6,645 - 9,617 (8,642) (3,619) - -
Services charged to
RMCPL (7,384) - (5,994) - - - (20,308) (24,382) (33,686) (24,382)

---------- ---------- ---------- ---------- ---------- ---------- ---------- ---------- ---------- ----------
318,452 300,774 128,583 82,050 - 52,067 36,030 20,224 483,065 455,115

========== ========== ========== ========== ========== ========== ========== ========== ========== ==========

26.1 Salaries, wages and welfare cost, shown under cost of goods manufactured
(note-25.1) and selling and administrative expenses (note-26) includes staff retirement
benefits amounting to Rs. 24.382 million (1997: Rs.25.545 million), cost of voluntary
separation schemes charged off and amortization for the year amounting to Rs. 32.319
million and Rs. 4.651 million respectively (note-17).

1998 1997
(Rupees in thousands)

27. Other income
Interest on loans and advances 76 98
Profit on sale of fixed assets 376 279
Scrap sales 7,362 4,518
Others 538 765

---------- ----------
8,352 5,660

========== ==========

28. Financial charges
Interest on

Short-term loans 13,750 13,247
Workers' profits participation fund 333 616

Mark-up on

Short-term finance 75,490 51,489
Long-term finance 12,478 28,732

Finance lease charges - 303
Bank charges, excise duty and others 4,545 6,631

Forward contract charges net of
exchange (gain)/loss (516) 17,003

---------- ----------
106,080 118,021

========== ==========

1998 1997
(Rupees in thousands)

29. Other charges
Directors' fees 3 3
Auditors' remuneration (note 30) 1,839 2,212
Legal and professional charges 3,318 3,479
Workers' profits participation fund 5,645 3,809
Workers' welfare fund 2,027 2,335
Others 113 5

---------- ----------
12,945 11,843

========== ==========

30. Auditors' remuneration
Audit fee 475 375
Tax and other advisory services,
special reports/certifications and
audit of various funds 1,312 1,801
Out of pocket expenses 52 36

---------- ----------
1,839 2,212

========== ==========

31. Taxation
Current -for the year 29,804 39,297
        -for prior years 36 1,621
Deferred 5,388 (9,516)

---------- ----------
35,228 31,402

========== ==========

1998 1997
(Rupees in thousands)

32. Cash generated from operations
Profit before taxation 104,888 69,425

Adjustment for non cash charges and other items:
Depreciation 29,365 36,970
Profit on sale of fixed assets (376) (279)
Provision for staff retirement benefits 4,929 4,706
Financial charges 106,080 118,021
Working capital changes-note 32.1 (215,248) (132,535)

---------- ----------
29,638 96,308

========== ==========

32.1 Working capital changes
(Increase)/decrease in current assets
Stores and spares (235) (633)
Stock-in-trade (35,559) (64,899)
Trade debts (78,076) (135,298)
Deposits and short-term prepayments (74,699) 11,848
Other receivables 1,055 (29,301)

---------- ----------
(187,514) (218,283)

Increase/(decrease) in current liabilities
Creditors, accrued and other liabilities
(excluding accrued markup and interest) (49,334) 64,148
Provision for turnaround expenses 21,600 21,600

---------- ----------
(215,248) (132,535)

========== ==========

33. Cash and cash equivalents
Cash and cash equivalents comprise of the following items as included in
the balance sheet:

Cash and bank balances 122,719 66,265
Short-term finances under mark-up arrangements (805,476) (278,325)

---------- ----------
(682,757) (212,060)

========== ==========

1998 1997
(Rupees in thousands)

34. Long-term supply and installation contracts
Contract revenue for the year 70,830 85,604
Contract costs incurred to date 160,185 109,690
Recognized profit to date 26,518 13,064
Advances received 13,499 19,946
Retention money receivable 5,978 2,062

========== ==========

35. Remuneration of directors and executives
The aggregate amounts charged in the accounts for the year for remuneration,
including benefits, to chief executive, directors and executives of the Company
were as follows:

Chief Executive Director Executives Total

1998 1997 1998 1997 1998 1997 1998 1997
(Rupees in thousands)

Managerial remuneration 2,049 2,398 1,675 1,248 40,773 40,459 44,497 44,105
Retirement benefits 472 547 386 285 9,390 9,237 10,248 10,069
Perquisites:
Medical expenses 201 5 94 28 2,688 2,740 2,983 2,773
Housing 1,074 1,003 1,002 728 19,995 19,772 22,071 21,503
Conveyance - - - - 6,357 5,933 6,357 5,933
Company's contribution to
provident fund 205 240 168 125 4,077 4,046 4,450 4,411

---------- ---------- ---------- ---------- ---------- ---------- ---------- ----------
4,001 4,193 3,325 2,414 83,280 82,187 90,606 88,794

========== ========== ========== ========== ========== ========== ========== ==========
Number of persons
(including those who worked
part of the year) 2 1 2 1 190 196 194 198

========== ========== ========== ========== ========== ========== ========== ==========

35.1 In addition, the chief executive, a director and certain executives are provided
with free use of cars and certain household items in accordance with their
entitlements. The aggregate amount charged in the accounts for fees to three
directors was Rs. 3 thousand (1997: three directors Rs. 3 thousand)

35.2 Technical advisory fees paid during the year to a non-executive director
amounted to Rs. 96 thousand (1997: Rs. 96 thousand).

36. Donation
Recipients of donations do not include any donee in which a director or his
spouse had any interest.

1998 1997
(Rupees in thousands)

37. Transactions with associated undertakings
Purchases (includes fixed assets amounting
to Rs. 0.29 million; 1997: Rs. 0.15 million) 950,482 710,944

Sale (includes fixed assets amounting 352 964
to Rs. 0.033 million; 1997: Nil)

38. Capacity and production

1998 1997
Capacity Production Capacity Production

Television sets 100,000 66,774 100,000 49,946
Lamps 59,500,000 57,139,344 59,500,000 56,916,393
Glass-soda lime/lead 1,200,000 kg 100% 1,200,000 kg 100%
Refrigerators (note-1) - - 12,500 12,978

(January 1 to June 30)

The shortfall in production as compared to capacity in respect of television sets is
due to low demand.

39. Financial instruments and related disclosures

Concentration of credit risk
Credit risk represents the accounting loss that would be recognised at the
reporting date if counterparts failed completely to perform as contracted. The
Company does not have significant exposure to any individual customer. To reduce
exposure to credit risk the Company applies credit limits to its customers.

Interest rate risk
Interest rate risk arises from the possibility that changes in interest rates will effect
the value of financial instruments. The Company is exposed to interest rate risk in
respect of short term finances under mark-up arrangements.

Foreign Exchange risk Management
Foreign currency risk arises mainly where receivables and payables exist due to
transactions with foreign undertakings, especially group companies. Payables
amounting to Rs. 60.694 million exposed to foreign currency risks are covered
through forward exchange contracts.

Fair values of financial instruments
The carrying value of all the financial instruments reported in the financial
statements approximate their fair value.

40. Corresponding figures
Previous year's figures have been reclassified, wherever necessary for the purposes
of comparison.

Javed Iqbal M. Kamil Shahbazker
Chief Executive Director

Ten Years Review

(Rupees in Million)

PARTICULARS 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998

INCOME & DIVIDEND
Sales 725 953 1396 1774 2304 2409 2666 3365 2911 2690
Profit before tax 33 63 113 156 175 149 196 103 69 105
As percentage of Sales % 4.6 6.6 8.1 8.8 7.6 6.2 7.3 3.1 2.1 3.9
Profit after tax 18 43 49 88 106 93 121 76 39 70
As percentage of Sales % 2.5 4.5 3.5 5 4.6 3.9 4.6 2.3 1.2 2.6
Earning per share Rs. 1.8 4.4 5 9 9.9 8.6 10.3 6.4 3.9 6.9
Dividend per share Rs. 2 2.5 3.5 5.5 7 6 7.5 4 2.5 4
Bonus Issue 01:10 01:10 01:10 01:10

========== ========== ========== ========== ========== ========== ========== ========== ========== ==========
ASSETS
Tangible fixed assets 170 272 271 264 269 235 210 209 145 162
Long term investments, loans
advances & deposits 7 16 28 45 51 53 41 34 31 31
Deferred taxation - 4 3 2 - - 0.4 5 15 9
Deferred costs 37
Stores, Spares & Stock in trade 186 231 285 323 488 441 706 772 556 619
Trade debts & others receivables 353 306 249 175 275 334 326 351 406 440
Deposits and short
term prepayments 20 56 40 53 71 58 83 81 46 121
Cash and Bank balances 2 6 27 36 45 57 54 51 66 123

---------- ---------- ---------- ---------- ---------- ---------- ---------- ---------- ---------- ----------
TOTAL-A 738 891 903 898 1199 1178 1420 1503 1265 1542

========== ========== ========== ========== ========== ========== ========== ========== ========== ==========

LIABILITIES
Short term finances
& borrowings 300 245 188 139 321 265 403 507 556 829
Creditors, accrued &
other liabilities 59 118 155 190 295 294 389 338 347 309
Provision for turnaround
expenses 24 21 27 36 23 6 11 5 27 49
Provision for Sales tax &
other contingencies 7 1
Taxation 10 22 70 65 67 29 47 (22) (80) (160)
Dividends 12 17 23 36 54 49 59 18 23 25

---------- ---------- ---------- ---------- ---------- ---------- ---------- ---------- ---------- ----------
TOTAL-B 412 424 463 466 760 643 909 846 873 1052

========== ========== ========== ========== ========== ========== ========== ========== ========== ==========
Net investment (A-B) 326 467 440 432 439 535 511 657 392 490

---------- ---------- ---------- ---------- ---------- ---------- ---------- ---------- ---------- ----------

REPRESENTED BY:
Share Capital 98 98 98 98 108 108 119 119 91 101
Reserves &
Unappropriated profit 135 154 169 203 224 252 273 301 215 235
Surplus on revaluation
of fixed assets 19 66 66 66 66 66 66 66 66 66

---------- ---------- ---------- ---------- ---------- ---------- ---------- ---------- ---------- ----------
Shareholders' interest
(net worth) 252 318 333 367 398 426 458 486 372 402
Debentures, long term loan,
finance lease, redeemable
capital & deferred liabilities 74 149 107 65 41 109 53 171 20 88

---------- ---------- ---------- ---------- ---------- ---------- ---------- ---------- ---------- ----------
TOTAL 326 467 440 432 439 535 511 657 392 490

---------- ---------- ---------- ---------- ---------- ---------- ---------- ---------- ---------- ----------
Number of employees at
year end 649 848 903 973 1061 1040 1048 1045 972 811

Pattern of shareholding

No. of Shareholding Total
Shareholders From To Shares Held

444 1 - 100 13,168
357 101 - 500 83,622
98 501 - 1000 66,027
105 1001 - 5000 210,931
6 5001 - 10000 35,594
4 10001 - 15000 48,145
1 15001 - 20000 16,170
2 20001 - 30000 45,132
2 3000 - 40000 74,872
1 40001 - 50000 47,432
1 50001 - 60000 54,670
1 60001 - 70000 66,801
1 80001 - 90000 81,620
6 100001 - 500000 1,189,698
1 1000001 - 2000000 1,920,479
1 6000001 - 7000000 6,036,992

---------- ----------
1032 10,061,654

========== ==========

Categories of
Shareholders Number Shares Held Percentage

Individuals 1008 494,927 4.92%
Investment Companies 11 2,469,870 24.55%
Insurance Companies 5 722,745 7.18%
Joint Stock Companies 4 5,966 0.06%
Financial Institutions 3 331,154 3.29%
*Associated Company 1 6,036,992 60.00%

---------- ---------- ----------
1032 10,061,654 100.00%

========== ========== ==========

*Represents 60% Shareholding of Roxal Philips Electronics, Eindhoven, The Netherlands and includes their nominee
shareholders.

Notice of the 45th Annual General Meeting

NOTICE is hereby given that the Forty-fifth Annual General Meeting of Philips Electrical
Industries of Pakistan Limited will be held on Thursday, May 06, 1999 at 11:00 a.m. at
Crystal Ballroom of Karachi Marriott Hotel, 9-Abdullah Haroon Road, Karachi to transact the
following business:

ORDINARY BUSINESS:

1. To confirm the minutes of the 44th Annual General Meeting of the Company held on June
29, 1998.

2. To receive and adopt the audited accounts of the Company for the year ended December
31, 1998 and the Reports of the Directors and the Auditors thereon.

3. To approve dividend (Directors have recommended final dividend @ 25% i.e., Rs. 2.50/=
per share in addition to interim dividend already paid @ 15% i.e., Rs. 1.50/= per share,
thus making the total dividend of 40% i.e., Rs. 4.00/= per share for the year 1998).

4. To elect seven Directors as fixed by the Board in accordance with the provisions of
Section 178 of the Companies Ordinance, 1984 for a term of three years. The retiring
Directors namely Messers Javed Iqbal, Rafiq M. Habib, Nizam A. Shah, Razi-ur-Rehman
Khan, Mohammad Ali Khoja, M. Kamil Shahbazker and L.J. Mees, being eligible, offer
themselves for re-election as Directors.

5. To appoint Auditors and fix their remuneration. The Company has received a notice from
the majority shareholder, Royal Philips Electronics, The Netherlands, a notice under Section
253 (2) of the Companies Ordinance, 1984 proposing M/s. Taseer Hadi Khalid & Co., the
representative of KPMG in Pakistan, for appointment as auditor of the Company for the
year 1999 in place of A.F. Ferguson & Co., Chartered Accountants, the retiring auditors of
the Company as KPMG are responsible for the audit of the group companies of the
parent organization worldwide. The retiring auditors M/s. A.F. Ferguson & Co., Chartered
Accountants, being eligible also offer themselves for reappointment.

SPECIAL BUSINESS:

6. To consider and, if thought fit, to approve the remuneration payable to the Chief Executive
and working Directors of the Company.

A statement under Section 160 of the Companies Ordinance, 1984, pertaining to the
Special Business is being sent to the Shareholders with this Notice.

7. To transact such other ordinary business as may be placed before the meeting with the
permission of the Chain

The Share Transfer Books of the Company will remain closed from Friday, April 23, 1999 to
Thursday, May 06, 1999 (both days inclusive).

By the order of the Board

Muhammad Asdaf
Karachi: April 8, 1999 Company Secretary

Notes:

(1) A member entitled to attend and vote at the meeting may appoint a proxy to attend and
vote instead of him/her at the meeting. Proxies must be deposited at the Company's
Registered Office not less than 48 hours before the time for holding the meeting.

(2) The dividend will be paid to those members whose names appear on the Register of
Members as at the close of business on April 22, 1999.

(3) Any person who seeks to contest election to the office of Directors shall file with the
Company, not later than 14 days before the date of the Meeting, a notice of his intention
to offer himself for election as Director together with his consent to act as a Director.

(4) Shareholders are requested to immediately notify the change of their address, if any.

STATEMENT UNDER SECTION 160 OF THE COMPANIES ORDINANCE,
1984, IN SUPPORT OF THE SPECIAL BUSINESS TO BE TRANSACTED AT
45TH ANNUAL GENERAL MEETING OF THE COMPANY.

Item 6 of the Agenda: Remuneration of Chief Executive and working Directors

It is necessary to obtain Shareholders approval for the remuneration payable to the Chief
Executive and working Directors in accordance with their terms and conditions of service. For
this purpose it is intended to propose the following resolution be passed as an Ordinary
Resolution:-

"RESOLVED that the Company hereby authorises, the holding of offices of profit and payment
as remuneration to Chief Executive and working Directors not exceeding in the aggregate
rupees Six Million per annum, exclusive of perquisites and retirement benefits to which they are
entitled under their terms of employment/contract, for the year ending December 31, 1999, and
for the remainder of their term remuneration per annum not exceeding the said amount as
increased by the sums that may be applicable under their respective terms of
employment/contract.

FURTHER RESOLVED that in the event of any of the aforesaid offices of profit falling vacant, the
approval hereby given shall be equally applicable to any other person appointed to fill such
vacancy".
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