SECURITIES AND EXCHANGE COMMISSION
OF PAKISTAN

Before Al Azeem Hioram, Director (Enforcement)

In the matter of

Dandol Cement Company Limited

Linder Seetion 229 and Section 495 read with Section 476 of Companies Ovdinance, 19584

BNumber and date of notice Mo, EMDBPR2337373/2002-3094
dated May s, 2008

Dale of hearing July 6, 2009

Present Mr. Dawood Almad. CFO
wr. Abdul Khabir, Company Secretary

ORDER

his order shall dispose of the proceedimgs initiated through show cause notice Noo EMI233/3 75:2002-
394 dated May 8, 2009 asainst the directors of Dandot Cement Company Limated (the "Company™)
under the provisions of Section 229 and Section 495 read with Section 476 ol the Companies Ordinance,
984 (1he “Chrdinance™) tor failure to transfer provident fund contributions o provident Tund wast wilng
the timeline specitied in the statute and for non-compliance with the erder of the Commussion dated May

[, 2003 under Section 227 of the Oredinance (the "Order™).

oy

The Company was required, in terms of the provisions of Section 227 of the Ordinance, 1o pay
the provident Tund contributions to provident fund teust within 15 days of collection, The Company was
also required under our Order to repay its past liahilities towards provident fund trust amounting o
Rs.54 887 million outstanding as on June 30, 2002 in installments of Rs.1.00 million per month by June
30, 2008, Examination of the annual audited accounts of the Company [or the year ended June 5360, 2008
(accounts) revealed that the Auditors of the Company had gqualified their report on the accounts o
Company’s failure to transfer current provident fund contributions and past dues to the provident fund

trist within the stipulated time,

1
3 i

Consequently, a show cause notice under Section 229 and Section 495 read with Section 476 of
the Ordinance (SCN) was 1ssued 1o the directors of the Company to explain as to why action may not b
taken against them for their failure to comply with the provisions of Section 227 of the Crdinance and the

Crder of the Commission. They were further advised to furnish andited accounts of prowvident fund trust
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for the last three vears, The SCN was responded by Mr. Dawood Ahmad, Chief Financial Officer of the

(onpany. vide letler dated May 25, 2009, who made fallowing submissions:

We reiterate our earlier representation on (s fssue in our meeting with you cmel M. Tuliv
Mohniood. in the hearing of Dandol Cement's fund issue, o which we fave submitted o

frabiliny 1o repey outstanding amownt to the fund as ordered i the Conmmission's arder dated
Me 14, 2003,

i, I arder to wpdate on the curvent relationship of Danot Cement s management with CBA, we
would {ike to apprise the Conmission that we have entered into o peace agreenient with the ¢l
ity dhe current momth,. Among othier things, past pverdind paents if ,.fh"r”'-"n"l’l-'-’ fuid
comtributions have also heen discussed and payvment of the same fas been durecd

Jit

Recently we have also completed major averhauling of the plant which we are confident wifl

provide consistent and sustained production and contineity af cosfi flows.,

i b view of curvent development, we ave confident of fulfilling our commitments foweeds
Conpmission aned repavment of all other pending Tahilities/dues, During thiv dime, we aeed
extension of cooperation for some more time so that we could perform as we have plupned.

v Further with reference to fund’s audited accounts, it is to repart that the fund has appointed o

firm of Chartered Accountants who are carvently auditing the aeeopnts pertaining ia post fivee

vears. Since the audit wnder review Is for a period of pust 3 years it would take some thne (o

coneludie. We however, assare as soon as we receive the audit reports we will fortlovith R TI,

the same with the Commission for reference and review

4 learing in the matter was held on July 6, 2009, Mr, Dawaod Ahmad, Chief” Financial Offieer
(Authorized Representative) along with Mr. Abdul Khabir, Company Secretary appeared before me 10
plead the case, Mr. Dawood stressed that the default was not intentional but an outcome of poor Nnancial
position of the Company. He averred that it was almost impossible for the Company to make tmely
payments due to negative operaling cash flows of the Company. He however assured that the
management is very serious about payment ol Company’s liabilities towards the provident Tund trust,
however, he requested that time should be allowed 1o the Company. He alse committed that besides
reeularization of current contribution the Company shall also start paying previcus outstanding amounts
from October 2009 anward. In this respect he agreed to submit a proper request along with plan for
paviment of past outstanding liabilities of the provident fund trust which as confirmed by b amounted tw
Rs.32.8 million, He requested that the matler should not be viewed in iselation and the gircumstances of
flie Company should be given due consideration while deciding the case. He asked for a lenient view of
the matter,  Regarding audited accounts ol provident fund he stated that the same were in finalization

process and will soon be submitted to the Commission.

5 Subseguently Mr. Dawood Ahmed vide his letter dated August 6, 2009 submitied that m view of
unusual circumstances of the Company and huge accumulated losses the Company las only limited cash
flows harely enabling its survival, He further stated that negotiations are in progress for restructuring. of
debis and the Company would be able to generate cash flows that would help o pay its accumnlated

fladiiies. M requisted i feepning A7 s she carmand seenanio the Company may be allowed 1o pay the
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outstanding liabilities of the provident fund in installment of Rs.0.5 million per month from October 2009

onwards,
3, I have thoroughly considered both written and verbal submissions of the authorized representative
af the directors. While I understand the financial and operating problems faced by the new management
of the Company, 1 also realize that the amounts collected from employees as contributions to a provident
fund constituted by the Company are in the nature of trust moneys in the hand of a campany and the same
st be paid o the trustees within stipulated time, The provisions of Section 227 of the Ordinance are
meant to protect the funds of emplovees by obligating company/trustees to depasit contributivns in the
satessecured modes of nvestment/deposits permitted thercunder. Complinnce with the said provisions of
the Ordinance also becomes important due 1o the fact that such amounts are unsecured and incase a
campany goes insolvent. the employees would be the worst vietims, The companies therefore cannot be
allowed to withhold such moneys on any pretext whatsoever and any default in this regard can not be

inored

o, Fhe case in hand 15 an established default whereby the directors of the Company have Tailed w
comply with the requirements of Section 227 of the Ordinance by failing to pay the provident fund
contribution in the manner prescribed thercunder, The directors have alse failed to ensure compliance
with the Order of the Commission as contributions relating to previous years have nol been comploe)
paid ofl by fune 30, 2008 as required by the Order and markup thereon is also not being provided since
2007, The dircctors thus have made themselves lable lor action under Section 229 and Section 495 1) of
the Ordinance, Nevertheless. considering Company’s financial condition as well as commitment for
luture compliance [ am inclined 10 take a lenient view of the default-and instead of imposing maximum

lne impose penaltics on the directors in the following manner;

S Name ol Directors Section 229 Section 495 Tuotal
I Mrs. Tanveer Rusheed, Chairpersan 3,000 F0.000 35,000
3 M, Muhammad Rasheed, Chiel Executive 5,000 30,000 35,000
3 M. Mansoor Rasheed, Director 5400 30,000 35,000
4 Mr, Suud Rasheed, Directar 3,000 3L000 35,000
5 Ms. Rizwana Rasheed, Director 5,000 30,000 35,00
3 Mrs. Ayesha Mansoor, Director 500 20,000 5000
7 Mrs, Amana Saud. Director 3,000 30,000 35,000
35,000 210,000 245,000
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The directors of the Company are hereby directed to deéposit the aforesaid fines in bank accoum
maintained in the name of the Seeurities aid Exchange Commission of Pakistan with MCB Bank Limitcd
or pay through a demand draft in the name of 1he Securities and Exchange Commission of Pakistan within
tharty davs from the receipt of this order and furnish receipted bank voucher to the Commission lailing
which proceedings for recovery of fines as an arrear of land revenue will be initiated. It may also be noted
that the said penalties are impased on the directors in their personal capacity: hence, they are required 10

pay the said amounts from their personal resources,

LR sinee the Company has undertaken 1o pay the outstanding liabilitics of the provident Tund i

nstallment of Rs.0.5 millian per month from Oetaber 2009 1 therefore proceed to direet the Company to;

a) Immediately regularize current contributions ol provident fund:

D) pay the entire amount including mark-up thereon, not less than the rate of return on investments
made by the provident fund in the approved securities, in installment of Rs.0.5 million et
menth from Oclober 2009, The Company shall also provide markup on outstanding amounts
Tor 2007 amd 2008,

¢} submit auditors’ certificate regarding total amount (contributions and mark-up thereon ) payable
tothe Fund as of July 30, 2009 within 30 days of the date of this order. A quarterly progress
report shall be submitted by the Company to the Commission on the 71l of the month following

the close of the relevant quarter, the first such report shall be filed by the Company on January

TO20000 and

d) submit auditor's certificate within 15 days of the repayment petiod verifying the repaviment of

the entire outstanding amount including mark-up thereon: and

¢l furnish audited aceounts ol provident find trust for the Jast three years within 30 days;

q. At the end it may be noted that default in compliance with the directives of the Caommiission

would attract the provisions of Section 495(2) ol the Ordinance,

All Azeem lkram
Director (Enlorcement)

Announced
August 13, 20049
Islamabad,
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