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Our company is amongst one of the leading manufacturer

and exporter of textile made ups and fashion apparel,
our vision is to produce international quality of woven
and knitted garments, Our prime vision is to equip the
factory with modern and sophisticated machines and
develop the associated facilities which will help to reduce
the cost of production, improve the quality of production,
increase the profitability to be shared by the Company

its workers, and its shareholders.

ONVGscon

Our mission is to promote our industry and boost our

sales by exploring the global markets for our products
specially those which have not been explored yet.
Whereas, we would endeavor to enhance the quality of
our product for the satisfaction of the consumer, to
provide a comfortable place of work to our employees
and to be an ethical partner to all our business associates.
The Company is to explore more opportunities in
business and play a meaningful role on sustainable
basis in the economy and social development of the
country.
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_ SAFA TEXTILES LIMITED

NOTICE OF ANNUAL GENFRAL MEETING

Notice is hereby given that the 29th Annual General Meeting of the Sharcholders of Safa Textiles Limited
will be held at 11:30 AM., on Monday, 24th November, 2014, at The Royal Rodale Sports at TC-V, 30th
Street, Khayaban-e-Sehar, Phase V-Ext. D.H.A, Karach to transact the following business:

Ordinary Business:
1. To Approve the Minutes of Last Annual General Meeting.

2. To, receive, consider and adopt the Audited Financial Statements of the Company for the Year ended
30th June, 2014 together with Auditor's and Director's Report thereon,

3 To elect 7 directors as fixed by the Board of Directors in accordance with the provisions of Section
178(1) of the Companies Ordinance. 1984 for the period of 3 years. The reliring dircctors. who are
cligible for re-election are:

1. Sved Tgbal Tusain 2. Mr. Adnan Tgbal
3. Sved Tarigue Husain 4, Mrs. Scema Adnan
5. Mrs. Sabeen Tarique 6. Mrs. Farhat Igbal
7. Syed Marib Husain

4. To appoint the Auditors for the year ending June 30. 2015 and fix their remuneration. The retiring
auditors being eligible, have offered themselves for reappointment.

5. To transact any other business wth (he permission of the chair,

By the order of the board

Karachi; October 31, 2014 Company Secretary
NOTES:

1. The Share Transfer Books of the Company will remain closed from 15th November, 2014 to 24th
November, 2014 (Both days inclusive).

2. Any person who seeks to contest the election of Directors shall file with the Company at its registered
office not later than fourteen days before the above said meeting his / her intention to offer himself /

herself for the election of the Directors in terms of Scetion 178(3) of the Companies Ordinance, 1984,

3. A Member of the Company entitled to attend and vote at the Meeting may appoint anather Member as
his‘her proxy to attend and vote the meeting on his/her hehalf. Proxies in order to be effective must be
received by the Company at the Registered Office not later than 48 hours belore the time of holding the
meeting,

4. Sharcholders arc requested to immediately notify the chunge in their address, if any.

5. All €DC Account Hulders and Sub Account Holders who wish to attend the AGM should bring their
Original ID Card. In casc of proxies, a duly attested copy of CNIC should be attached with the Proxy

Form.
4)

Annual Report 2014 s



Dear Members

On behall of the hoard of directors 1 welcome you to the -

opportunity to present the Ar nual Report along w

wded 30th June, 2014

SLIATY

A comparat Ve

Sales
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Gross Proti
Operating Expenses
Net (Loss)Profit before tax

Net (Loss)yProhil a 1er tax

LLATTng per .

Operating Results

e Cy as been s1ip of bad economic and political situation,
ver break-dow wbove all high mflation rate, increuse o lay
wifacturing activities, Despite all adverse factors your company has

only been

Fhe Emancial results of the Company during the last seven years,

s of the Company decreased from Rs, 771,762

ta lgh intlavon rate and merease i tantl, the

Quality
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ompared to last vear

of the financial results for the year is as follows:
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yossible by the hard work of the duectors and statl members ol

from 2008 to 2014 18

mitllion o Ks.

costl of production has

TAN DA

DIRECTOR'S REPORI

to the 29th Annual General Meeting of our Company and take the

with the Audited Financial Statements and Auditor's Report for the year

Rupces
L0613

Rupees
30.06.14

771.761.666
_(674.946.924)
85,670,033 96,814,742
(72,656.590) (68,901,843)
(659,708) 8,946,877
(8,206.152)

731,675.409
(646.005,376)

1.126.66G8

(2.05) 0.28

due to Lhe bad law and order situation, frequent
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shown reasonable operating results and this has

COMmpany
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increased fram 87.46%

inspection i1s assured at cach and

1por velopment of products by
i i I C ¢ pu u Xescurch and

ase of Rs. .61 million, 1,¢. from profit
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SAFA TEXTILES LIMITED _

Dividends

The board of directors regretfully inform that the company 15 not 10 a position o declare a dividend as company 1s facing

acute liquidity shortape.
Earnings per share

During 2013 the earning per share was Rs.0.28/=, and during 2014 carming per share 15 Rs. (2.05)/= The carnings have
dropped due to increase in costs

Fixed Assets
During the year we have made assets worth Rs.22.327 million. It includes capitalization of building, purchase of new

machinery, clectrical appliances & office equipment . These additions were necessary to increase our production capacity
and valuc of our assets.

Financial Charges

Financial Charges including mark up for the year ended June 30, 2014 have decreascd trom Rs.18.447 million to Rs.
16.753 million.

Staff Provident Fund
The stafl provident fund is being operated successfully for its present cinployees.

Appointment of Auditors,

M/s Rahman Sarfaraz Rahim Igbal Rafig-Chartered Accountants have retired and being eligible, have offered themselves
for reappointment for the year 2014-20135 at the same terms & conditions,

Corporate Social Responsibility

* Corporate Philanthropy

Al Safa Textiles Limited we follow the international standards for corporate social responsibility set in a sociery
where workmen often face difficulties at the workplace. Unlike other companies we offer an exemplary working
environment and assert great importance to the concern of CSR.

*  Energy Conservation

We have an energy conservation management system (ECMS) in which the processes and policies are designed to
reduce energy usage. We are implementing the suggestion given by ECMS from time (o time,

*  Environment Protection Measures
Protecting the Environment and conserving natural resources are important for our Company. Through management

leadership and employees commitment, we strive to conduct its operations in a manner that is safe for the
environment and continually improves environmental performance.

9
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Conspmer Protection Measures
We are 150 0001-2000 and WRAP certified which has led to the improvement ol management systeims and qu
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" SAFA TEXTILES LIMITED

STATEMENT OF COMPLAIANCE WITH CODE OF CORPORATE GOVERNANCE

This statement is being presented to comply with the cade of Corporate Governance under listing regulation No 33
of Karachi Stock Exchange Limited. In compliance with the provisiuns of the code, the Board is pleused to place on
record the following statement:

The Company has applicd the principles contamed in the Cade i the following manner;

1. The management of the company prepares the financial statements fairly presents its state of altuirs. results
of operations, cash flows and changes in equity
2. Proper books of the accounts of the Company are maintained.
3. Appropriate accounting policies have been consistently applied in preparation ol financial statements and
accounting estimates are based on reasonable and prudentiul judgment.
4. International Accounting Standards as applicable in Pakistan have been followed m preparation of financial
statements and any departure therein has been adequately disclosed.
5. The system of internal control is sound and has been effectively implemented and manitored.
6. There are no significant doubts aboul the company's ability o continue as a going concern
7. There has been no material departure from the best practices of the corporate governance as detailed in the
listing regulation,
8. Koy Operating & Financial Results for (7) seven years is summarized in annexure |
9.  All owstanding taxes and levies have been paid.
10. Directors Meetings: During the vear, four meetings of the board of directors were held and following were in
attendance.
Name of Dircctors No. of Meetings
Attended
- Syed Igbal Husain <+
2- Mr. Adnan Igbal 4
3-  Sved Tarique Husain 4
4-  Mrs. Farhat Igbal 4
5-  Mrs Sabeen Tarique 4
G- Mrs, Seema Adnan 4
7-  Syed Marib Husain 1
On Behalf of Board ot Directors
Karachi, October 31, 2014 Mr. Adnan [gbal

Chiet Execulive
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Statement of Compliance with the Code of Corporate Governance

« ol Corporate Governance contained in Regul

¢ purpose of establishing a framework of ;_'-n.'u‘-, governance,

T
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“ompany has applied the principles contained in the Code in the following mannes

e Company encourages represent 1 af noi IHVE & s mcludin irector representing min
MERes 1 I 1 |]}: i Ors .\| resen 1 ']!I £ i XCCUNIVE celors
C H { L 11 [ em vin S d ctor in more than seven st | npanics

All the resident Directors of the Company are repistered as tax payers and non of them has defaulted n

pavment of any Toan to a banking company, o DELor NBF] o, being a member of a Stock Exchange has been

declared as a detaulter by that stock exchange.

a “Code of Conduct” and has been disseminated throughaut t

s and procedures

The Board has developed o v mission statement, overall corporate strategy and significant policies of

the Company. witi ave he : wed by the bosrd in its meeting. A complete record of particulars of
! L | ¥ vone with the | mn '.'.l'.:L"' ey were _'[\ MO .ﬁ":, or ._|J:I_"'-_il'-' nas peen

\ 1€ POWL of 13 k i I 4T ¢ Board nas b8 ) WCHoOns

| mng W " t and de a1y | I n d 1ol s and C it } f the

eoee. hy u ‘1”\_'\.'!\‘: '_'-\'i_'1-_'l1 by the

The meetings ol Board were presided over by the chairman and m his af
Board for this purpose and the Board met at least once in every quarter, Wrilten notices of Board meetings,
alome with agenda and working papers. were circulated at least seven days before the meeting. The nmunures of

the meeting were uppropi atelv recorded and circulated

The Board ar wes arienlalion cours I rectors as o apprise them of their duhes
n CEp 1] i CON r s i w (4 H Ir\' Vi prop e D fime and « 0
material tou et f owledog 1c working ol the npan

A directors of companv except 1 have 14 vears of education and 13 vears of expericnee on the hoard of a
[ )

listed company due 10 which they are exempted from having certification under any directors’ training

program offered by local institution or foreign institution that meet the eriteria specified by the SECP The

condition of training certificanon for the director not being exempt will be complied in due course

2
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SAFA TEXTILES LIMITED

12)  The Board has approved appointment of CFO, Company Secretary and Head of Inlemal Audit, including their
remuneration and terins and conditions of employment as deiermined.

13)  The Directors” Report for this vear has been prepared in compliance with the requirements of the Code of
Corporate Governance and fully deseribes the salient maners required to be disclosed.

14} The financial statements of the Compuny were duly endorsed by the CEO and CFO before the approval uff
Board.

15)  The Directors, CEQ and Executives do not hold any interest in the shares ol the Company other than that
disclosed in the pattern of sharcholding.

16 The Company has complied with all the corporate and Anancial reporting requirements of the Code.
pan’ I i Y |

17y The Board has formed an audit commutlee, 1t comprises three members. two of whom are Non-Execurive
Directors.

18)  The meetings of the audit committee were held at least once in every quarter prior Lo approval of interim and
final results of the Company and as required by the Code. The terms of reference of the commuttee have been
formed and advised o the committee for comphance.

19)  The Board has formed HR and Remuneration committee. 11 comprises three members, of whom lwa are non-
executive directors and the Chairman of the Committee is an independent director

20)  The Board has set-up an effective miernal audit function with employees who are considered suitably
qualified and experienced for the purpose and are conversant with the policies and procedures of the Company
and they (or their representatives) are involved in the internal audit function.

21)  The statutory auditors of the Company have confirmied that they have been given a satisfactory rating under
the Quality Control Review program of the Institute of Chartered Accountants of Pakistan (ICAP), that they or
any of the partmers of the Firm, their spouses and minor children do not hold shares of the Company and that
the Firm and all its partners are in comphiance with International Federarion of Accountants (IFAC) guidelines
on Code of Ethies as adopted by ICAP.

22)  ‘The statutory auditors or the persons associated with them have not been appointed to provide other services
except in accordance with the listing regulations and the auditors have confirmed that they have obsetved
IFAC pudelines i this regard,

23)  The closed period prior to the announcement of mterim/final results. and business decisions, which may have
material affect on the market price of company’s securilies was determined and intimated o directors,
employees and stock exchange.

24) No such material / price sensitive information existed which should be disseminated among all market
participants ar once through stock exchange.

25)  We confirm that all other material principles contained in the Code have been complied with.

MR. ADNAN IQBAL
Date: Octaber 31, 2014 CHIEF EXECUTIVE

-
3|
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SAFA TEXTILES LIMITED
COMPARATIVE STATEMENT OF OPERATING RESULTS

FROM JUNE 2008 TO JUNE 2014 (7 YEARS)

} JUNE | JUNE | JUNE | JUNE | JUNE | JUNE | JuNi
PARTICULAR
| 2008 2009 ] 20140 2011 2012 2013 2014
| !
] 167.422 52711 471,199 174.75 501.806 62 | 731675
(' OF GOODS SOLD K 0.2 112.714 111.5 216 { L e 005 |
!
GROSS PROFIT 19,086 45,028 SR 485 63,163 | 83.590 96 815 85.670
OPERATING FXPENS 9.16 35,686 601 ‘ 11.506 | §95 68,902 63
o —_— | ! ! ]
OPERATING PROFI 9920 | 9,342 15,884 | 21,657 'i 25,6958 27913 13.013
e — — — . L - -
INANCIAL  OTHER CHARGIL:S ) 152)|  (14.486) 0,19  (20.173) S
|
1111 NvCON (LO)S 123 3 _‘_'": Y (d76hH) Ndd 207 g
TAXATION ( ) 129 (4.70 (3. ) 9’ (7.820) (7.546)
NET PROFIT / (1.OSS) 427 3,518 2.350 1.613 1,493 1,127 (8.206)
TRANSFER TO GENERAL RESERVI 2.000) (2.000))
VCCUMULATED PROFIT / (LOSS) B/F 7,755 6182 700 8.050 ).663 11,156 12,282
DIVIDEND PAID (2.000)| e
ACCUMULATED PROFIT /{1LOSS) C/F 0,182 7,700 80510 9.663 11,156 12.283 4,077

1)
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_SAFA TEXTILES LIMITED

REVIEW REPORT TO THE MEMBERS ON STATEMENT OF COMPLIANCE WITH
BEST PRACTICES OF CODE OF CORPORATE GOVERNANCE

We have reviewed the enclosed Stalement of Compliance with the best praclices contained in the
Cade of Corporate Govemnance (lhe Code) prepared by the Board of Direclors of
Safa Textiles Limited ("the Company"), for the year ended June 30, 2014 to comply with the Listing
Regulation No 35 Chapter X| of the Karachi Stock Exchange Limited, where the Company is listed.

The responsibility for compliance with the Code is that of the Board of Directors of the Company, Our
responsibility is to review, to the extenl where such compliance can be objectively verified, whalher
the Statement of Compliance reflects the status of the Company's compliance with the provisions of
the Code and report if it does not and highlight any non-compliance with the reguirements of the
Code, A review is limited primarily to inquiries of the Company's personnel and review of various
documenls prepared by the Company to comply with the Code,

As parl of the audit of linancial statements we are required to obtain an understanding of the
accounting and inlernal control systems sufficient to plan the audit and develop an effective audit
approach. We are not required to consider whether the Board of Direclars' slatement on internal
control covers all risks and control, or to form an opinion on the effectiveness of such internal controls,
the Company's corporate governance procedures and risks.

The code requires the Company to place before the Audit Committea, and upon recommendation of
the Audit Commitiee, place before the Board of Directors for their review and approval of ils related
party transactions distinguishing between transactions carried out on terms equivalent to those that
prevail in the arm's length transactions and transactions which are not executed at arm'’s lenglh price
and recording proper juslification for using such alternate pricing mechanism. Further, all such
transactions are also required to be separately placed belore the audit committee. We are only
required and have ensured compliance of this requirement to the extent of approval of related party
transaclions by the board of directors upon recommendation af the Audit Committee. We have not
carried out any procedures to determine whether the related party transactions were undertaken at
arm's length price or not.

Based on our review, nothing has come to our altention, which causes us to belisve lhat the
Statement of Compliance does not appropriately reflect the Company's compliance, in all material
respects, with the best practices contained in the Code of Corporate Governance as applicatle 1o the
Company for the year ended June 30, 2014.

Karachi. Rahman Sarfaraz Rahim Igbal Rafiq
Date: 31st October 2014 Chartered Accountants
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AUDITORS’ REPORT TO THE MEMBERS

fa Textiles Limited (“the Company™) as

W we audited  the annexcd balance sheet ot Sata
lune 3 2014 a the related profit and loss account, slatement ol comprehensive income, cash
fo

with the notes forming part thereof,

cquity
all the information and explanations whic

the vear then ended and we state that we have obtamed

(o the best of our knowledge and belief, were necessary for the purposes of our audit.

o the Company's management 10 establish and m n a svstem of interna

It is the .:_'w;‘-"-.i}‘lﬁl‘-
ounting standards and the

qatements in conformity with the approy ed a

trol. and preparc and present the above said

1984, Our responsibibity 18 Lo express an PITION 0N these statements based on our

irements of the Companies Ordinance,
the auditing standards as applicable 1n Pakistan. These

standards require that we plan and perform 1he audit to obtain reasanable assurance aboul whether

e are free of anv malerial misstatement An audit includes examining, on
and disclosures in the above <aid statements. An audnt

sineg the accounting policies and siegnificant estimales made bv management, as
overall presentation of the above said statements We believe that our wdit
basts tor our opimon and fier duc verification, we report that

books of accounts have been kept by the Lompany 45 required by the

1) n, proper books
Lon x4

\ | u pinion

(i) the halance 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 accounts and are further i accordance with accounting

policies consistently applied
: was for the purpose of the company's DUsINeEss; and

1) the expenditu incurred uring VEear w the
(1im) the husiness conduct westments made and the expenditure incurred during the year were in accor jance with the objects
|
‘ ne Company.

v information and according to the explanations given 1o us

sheer. profit and loss account, stalement of comprehensive income, cash flow statement and statement of changes
f conform with approved accounting standards as applicable in Pakistan

her with the notes forming part therco
1984, in the manner so réqu red and respectively give a

red by the Companies Ordinance
30, 2014 aind of the protit and

and give the information requ
irue and fair view of the state of the Company s affairs as at June

loss, total comprchensive income, cash flows and changes in equity for the year then ended: and
1980, was deducted by the Company and

(d) in our opinon, Zakal deductible at source under the Zakat and Ushr Ordimance, a

deposited in the Central Zakat Fund estab ched under section 7 of that Ordinance

Rahman Sarfaraz Rahim Igbal Rafiq
Karachi Chartered Accountants
Engagement partner: Muhammad Waseem

Date: 31st October 2014
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_ SAFA TEXTILES LIMITED _

SAFA TEXTILES LIMITED
BALANCE SHEET
AS AT JUNE 30, 2014

ASSETS
Non-Current Assets
Property, plant and equipment

Current Asseis

Stores and spares

Stock in trade

Trade debts - considered good

Loans and advances - considered good
Deposits, prepayments and ather receivables
Tax refunds due from Government

Cash and bank balances

EQUITY AND LIABILITIES

Share Capital and Reserves

Authorized capital
5,000,000 (2013: 5,000,000) ordinary shares
of Rs. 10/- each

Issued, subscribed and paid-up capital
General reserves
Unappropriated profit

Non-Current Liabilities
Advance from customers

Current Liabilities
Trade and other payables
Accrued markup

Short term borrowings
Unclaimed dividend

Contingencies and Commitments

[=2]

10

1

12

13

The annexed notes from 1 to 30 form an integral part of these financial statements.

CHIEF EXECUTIVE

|1-_4.|

2014 2013
Rupees

144,219,252 132,010,147
1,222,623 1,758,345
122,570,846 125,334,214
1,391,042 6,617,262
38,067,865 19,259,341
12,422,389 12,278.472
668,064 525,649
5,930,631 1,560,800
182,273,461 167,334,083
326,492,713 299,344,230
50,000,000 50,000,000
40,000,000 40,000,000
6,000,000 6,000,000
4,077.024 12,283,176
50,077,024 58,083,176
26,555,265 18,893,614
114,477,631 93,580,226
2,866,306 3,347,906
132,512,182 124,838,689
4,305 400,620
249,860,424 222.167.440
326,492,713 299 344,230

DIRECTOR
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SAFA TEXTILES LIMITED
FROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2014

Operating expenses
Administrative expenses

1

|_;' Istribution cosls

Uperaing proti

Finance costs

Other charges

(Loss)/Profit betore taxation

Taxation

(Loss)/Profit after taxation

Earnings per share - basic and diluted

The annexed notes from 1 to 30 form an integral part of these

CHIEF EXECUTIVE

14

16
17

18
19
20

21

22

(646,005,376)

2014 2013
Rupees —

731,675,409

85,670,033

771,761 666

(674,946,924)

T, 4 4 7TAND
96,814,742

(55,029,156)| |
(17,627,434))

(45,488,861)

(R A Ty
(23,412,982)

(72,656,590)

(68.901,843)

13,013.443

27.912.899

—

L

___(7,545,44%)

(16,753,370)|
3,683,935 ‘
c03.716)| |

(13,673,151)

(659,708)

(8,206,152)

(18,447,305)
1,207,412

(1.726,129))

(18,966,022)

8,946,877

(7,820,209)

1,126.668

0.28

DIRECTOR
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SAFA TEXTILES LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2014

2014 2013
Rupees
(Loss) / Profit after taxation (8,206,152) 1,126,668
Other comprehensive income = s
Total comprehensive (loss) / income - (8,206,152) 1,126,668

The annexed notes from 1 to 30 form an integral part of these financial statements.

CHIEF EXECUTIVE DIRECTOR
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SAFA TEXTILES LIMITED
CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2014

Cash Flow from Operating Aclivilies
(Loss)/Profit before taxalion

Adjustments for non-cash and other items
Depreciation

Amaortization

Finance costs

Operating profit before waorking capital changes

Changes in working capital
(Increase) / decrease in current assets

Stores and s

lrade and other payables

Net cash generated from operating aclivities

Cash Flow from Investing Activities

NMet cash (used in)/ generated from investing activities

Cash Flow from Financing Activities

laimed aiviaenu
Adjustment of advance fram customers

Net cash generated from financing aclivities

Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of year

Cash and cash equivalents comprise of:

dances

2014 2013
Rupegs —

(659,708) 8,946,877
10,088,984 | |
29,796 ‘

16,753,370 | |
T 26,872,150
26,212,442

535,722 (9687,519)|
2,763,368 | (26,844,887)|
5,226,220 20,677,401

(18,808,524) | 19.861,151

(143,917)
(10.427,131)
15,785,311

20,897,405

(17,234,970)]
| (7,688,858)|
(24,923,827)
11,758,888

i l'\?.4‘a!l.."??').
(14,872,110)
(22,327,B87)
~ (10,568,998)

(396,315)
B 7,661,651
7,265,336

(3,303,662)
(123,277,889)
~ (126,581,551)

5,930,631
(132,512,182)
~(126,581,551)

The annexed notes from 1 to 30 form an integral parl of these financial statements

CHIEF EXECUTIVE

1y

UIF;F:CTOR
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SAFA TEXTILES LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2014

. General Unappropriated
Share Capital Haserves Profit Total
Rupees
Balance as at July 01, 2012 40,000,000 6,000,000 11,158,508 57,156,508
Total comprehensive income - - 1,126,668 1,126,668
Balance as at June 30, 2013 40,000,000 6,0b0,000 12,283,176 58,283,176
Balance as at July 01, 2013 40,000,000 6,000,000 12,283,176 58,283,176
Total comprehensive loss - - (8,206,152) (8,206,152)
Balance as at June 30, 2014 40,000,000 6,000,000 4,077,024 50,077,024

The annexed notes from 1 o 30 form an integral part of these financial statements.

CHIEF EXECUTIVE

DIRECTOR
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SAFA TEXTIL

NOTES TO T}

FOR THE YEAR END

(Y A T A
. ;ﬁ%g_ /
I/ \ 1/

‘5':_{5 | IMITE

{E FINAI

LEGAL STATUS AND NATURE OF BUSINESS

bl
«cha
gISHE

2.2

23

wetiles Limited ('the Campany”) was incarporated in Pakistan under Companies Ordinance, 1
rivate limited lability company on November 1984 and was subsequently ¢ gd Into a
mited company un Apr The shares of the Company are quoled on wrachi Stock
ge. The ( It y en the manutactunng and export of ready made garments. The
red office of the Company 1s silualed at 26 & 26/1, S { 12-D North Karachi, Karachi

; OF PREPARATION

Statement of Compliance

equirer

of the

Companies O e Ordinar surities and Exchange

applicable in

Commission of P stan (SECP) and approw financial reporting standards as
financial reporling standards comprise of such International Financial
Standards Board as are
sver the requirements of the Ordinance, or

5¢ standards, the

.-\'_*['ll OWE

sucd by the International Accounting
1A

pravisions of the Ordinance.

ssued

CP differ with the reguirements o

d directives have been followed

Basis of measurement

These financial statements have been prepared under the histoncal cost convention

Functional and presentation currency

These financial statements are presented in Pakistan Rupees which is the functional and
preseniation currency of the Company,

Use of estimates and judgments

The preparation of the financial stalemenls in conformity with approved accounting standards
al allect lhe

, liabilities, income and expenses

require

applice

s the management to make the judgments, estimates and assumptions

on of policies and the reparted amounts of ass

TH
LR

stimates and associatled assumplions are based on historical experience and various other
factors that are believed to be rcasonable under the circumstances, the results of which form the
DAS t making judaments about the carrying values of assels and liabililies that are not readily
1 other sources. Actual results may differ from these estimates.

wiewed or

y which the est

on and future

uUmMplons

a) Residual values and uselul lives of items of property, plant and equipmeant 3.1

b)Y Pravision for absolate

ancd slow moving l\\_'r-'r“l'.-"z’-l_f_ sto

s and spare

c) Provision for doubtful debts 3
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2.5 Amendments / interpretation to existing standard and forthcoming requirements

a) Standards, amendments to published standards and interpretations that are effective in
current year and are relevant to the Company: %

Standards, amendments to published slandards and interpretations that are effective in year
beginning from July 01, 2013 and are relevant to the company: E

- 1AS 1, 'Financial stalement presentation’' regarding other comprehensive income, emphasises on
the reguirement for entities to group items presented in other comprehensive income (OCI) on the
basis of whether they are potentially reclassifiable to prolit or loss subsequently (reclassification 1
adjustments). The application of the amendment has not affected the results or net assets of the
Company as it is only concerned with presentation and disclosures.

- 1AS 16 Property, Plant and Equipment is amended to clarify the accounting of spare parts, stand-
by equipment and servicing equipment. Applicable ‘¢ annual perods beginning on or alter
January 1, 2013. ;

- |AS 32 Financial Instruments: Presentation - Applicablo to annual periods beginnfng an or after 1
January 2013 ,is amended to clarify thal I1AS 12 income Taxes dapplies to the accounling for
income taxes relating to distributions to holders of an cquity instrument and transaction costs of
an equity transaction.

- IAS 28 "Investments in Associates and Joint Venlures” applicable to annual reporting periods
beginning on or aller January 1, 2013.

- IFRS 12, 'Disclosure of interests in ather entities’, effective for annual periods bcgiﬁnmg on or
aller January 1, 2013.

- IFAS 13, 'Fair value measurement', effective for annual periods beginning on or after January 1,
2013.

- IAS 19 (revised) 'Employee Benelits' has eliminated the corridor approach and requires lo
calculate finance cost on net funding bases. The Company has applied this change in accounting
policy retrospectively in accordance with 1AS 8 ‘Accounting Policies, Changes in Accounting
Estimates and Errors’ and recorded unrecognized aciuarial losses nel of taxes asscciated with
retirement benefil plan by adjusting the opening balance of unappropriated profit and retirement
benefit for the prior years presenled.

b) Standards, amendments to published standards and interpretations to existing standards
that are not yet effective and have not been early adopled by the Company

- IFRIC 21- Levies ‘an Inlerprelation on lhe accounting lor levies imposed by governments'
(effective for annual periods beginning on or after 1 January 2014). IFRIC 21 is an inlerpretation
of IAS 37 Provisions, Contingent Liabilites and Contingent Assets. 1AS 37 sets out criteria for the
recognition of a liability, one of which is the requirement for the entity to have a present ebligation
as a resull of a past event (known as an obligating evant). The Interpretation clarifies that the
obligating cvent that gives rise to a liability lo pay a levy s the aclivity described in the relevant
legislation that triggers the payment of the levy. The inlerpretation is not likely to have an impact
on Company’s financial stalements.

- Qiffsetting Financial Assels and Financial Liabilities (Amendments fo IAS 32) ~ (effective for
annual periods baginning on or after 1 January 2014). The amendmenls address inconsistencies
in current praclice when applying the offsetting criteria in IAS 32 Financial Instrurnents:
Presentation. The amendments clarify the meaning of currently has a legally enforceable right of
set-off’; and thal some gross selllement systems may be considered equivalent to net selllemeant.
The amendments are not likely to have an impact on Company’s financial statements

20]
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tto IAS 9 of Assets” Recoverable Amount Disclosures for Non-Financial

s (effective fo

ddress the dis ire

rment of 8 2 2
that amount is based on fair value less cosls 0l

amendments to |1AS Impai

recoverable amount of impaired assels |

disposal

5: Recognition and Measurement” Continuing hedge

- Amendments to IAS 39 “Financial Instrumer

accounting after derivative novation (effective for annual pericds beginning on or after 1 January
2014). The amendments add a limited exception to |AS 39, to provide relief from discontinuing
qing relationship when a novation that was not contemplated in the ariginal

sgific critena.

an existing hec

hedging docurr

- Amandmants to 1AS 38 Intangible Assets and |AS 16 Property, Plant and Equipment (effective far
annual periods beginning en or after 1 January 2016) introduce severe rastriclions on the use of
: zation for intangible assets and explicitly stale that evenue-based methods

{ for property, plant and equipmenl. The rebuttable pre sumption

amaort

inol be

for intangible assets is inappropriale can be
tinn of the ecanomic benefits of the intangible
sed as A4 measure of revenue

of revenue-based amertisation metl

avercome only when revenue and the consumg

that the

inancial statements

- Agriculture: B to IANS 16 and IAS 41] (effective for annual periods
beginning on or after 1 January 2018). Bearer plants are now In the scope of IAS 16 Property,
Plant and Equipment for measurement and disclosure purpeses. Therefore, a company can elect

I al cost. However, the produce nng on bearer plants will continue to

be measured al fair value less costs to sell under IAS Agriculture. A bearer plant is a plant

that: is used in the supply of agricultural produce; is expected to bear produce for more than one
ind has a remote likelinood of being sold as agricultural produce. Before maturity, bearel

for in the same way as self-constructed items o©f

o measure bhearer

period;

plant and

Amendments to |AS

or aftter 1 January

Fmancial Statements' (effective far annual period beginning on
amendments lo IAS 27 allow entities to use equity method to

ysidiaries, joinl ventures and ass in the Separate Financia

ccount for ils

Statements. Managemenlt is currently evaluating the implication of the amendment.

Arnua

annual |

i

provemeanis 2010-2012 and 2011-2013 cycles (mest amendments will apply prospectively for

iod beginning

3 on or aftler 1 July 2014). The new cycle of improvements contain amendments 1o

following standards:

- IFRS 2 ‘Share-based IFRS 2 has been amended to clarify the definition of ‘vesting

conadilion by s rformance condition’ and ‘service condition’. The amendment

Arel "'!|\‘r

ilso clanfies both: how to distinguish between

ondition and the basis on which a performance «

o1

performance

rom a vestng

joi

joint arrangement

arrangemeants

Iher

e disclosure of judgments
ria. In additiorr this amendment clarifies
s o the enlity assels I1s requir

on maker. This

1 reconciliatio

a

2_1'
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Amendments to IAS 16'Properly, plant and eaquipment’ and IAS 38 ‘Intangible Assels. The
amendments clarity the requirements of the revaluation model in IAS 16 and IAS 38, recognizing
that the restatement of accumulated depreciation {amortization) is not always proportionate to the
change in the grass carrying amount of the asset

IAS 24 '‘Helated Party Disclosure’. The definition of related parly is extended to include a
management entity that provides key managemeanl personnel services to the reporting entily,
either directly or through a group entity.

IAS 40 ‘Investmen! Property’. IAS 40 has been amended to clarify that an entity should: assess
whether an acquired property is an investment praperty under |IAS 40 and perform a separate
assessment under IFRS 3 to determine whether the acquisition of the investment praperty
constilules a business combination,

IFRIC 21- Levies 'an Interpretation on the accounting for levies imposed by govermmenis'
{effective for annual periods beginning on or after 1 January 2014). IFRIC 21 is an intarpretalion
of IAS 37 Provisions, Contingant Liabilities and Contingent Assets, IAS 37 sels pul eriteria for the
recognition of a habilily, one of which is the requiramant for the entity to have a present obligation
as a result of a past event (known as an obligating cvent). The Interpretation clarifies that the
obligating event thal gives risc to a liability to pay a levy is the aclivity described in the relevant
legislation that triggars the payment of the levy.

Amendment to |IAS 36 “Impairment of Assets” Recoverable Amournl Disclosures for Non-Financial
Assets (effective for annual periods beginning on or after 1 January 2014). These narrow-scope
amendments to IAS 36 Impairment of Assels address the disclosure of information about the
recoverable amount of impaired assels if that amount is based on fair value less costs of
disposal. These are nol expected to have any impact other than increased disclosures.

Securities and Exchange Commission of Pakistan (SECP) vide SRQO 633(1)/2014 dated 10th July
2014 has approved the below IFRSs:

- IFRS 10 'Consolidated Financial Stalements”

- IFRS 11 'Joint Arrangements'

IFRS 12 'Disclosure of inleresls in other entities'
IFRS 13 'Fair Value Measurement'

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

3.1

Property, plant and equipment

These are stated at cost less accumulated depreciation and impairment loss, if any, eéxcept free
hold land and capital work in progress which are stated at cost. Cost includes expenditure that
are direclly attributable to the acquisition of the assat.

Depreciation is charged to profit & loss account applying the reducing halance method whereny
the cost of an asset is written off over its useful life at the rates specified in note 4.2 to the
financial statements. Depreciation on additions i1s charged fram the quarier in which an assel is
put to use and no depreciation charged in the quarter in which asset is disposed.

Subsequent costs are included in the assel's carrying amounts or recognised as a separate
assets, as appropriale, only when it is probable that future econemic benelits assaocialed wilh the
itern will flow to the Company and the cost of the item can be measured reliably.

Capital work in pragress is stated at cost and consists of expendilure incurred and advances
made in respect of property, plant and equipmenl in the course of their construction and
installation. Transfers are made to relevant asset s category as and when assets are available lor

mtended use.
|22I
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Gains and losses on disposal of assets, if any, are laken to the profit and loss account. Disposal
is recognized whan significant risks and rewards incidental to ownership have been transferred to
buyer.

The assets residual values, uselul lives are reviewed, and adjusted if appropriate, at each
financial year end, The Company's estimate of residual value of property and equipment as at 30

i June 2013 did not require any adjustment as its impaclt is considered insignificant.
An item of property, plant and equipment is derecognized upon dispesal or when no future
economic benelils are expecled from ils use or disposal. Any gain or loss arising on derecognition
of the asset (calculated as the dilference between the net disposal proceeds and the carrying
amount of the asset) is included in the pralit and loss account in the year in which the asset is
derecognized.

b 3.2 Intangible assels

An intangible asset is recognised as an asset il it is probable lhal the economic benefits
attributable lo the assetl will flow to the Company and the cost of the asset can be measured
reliably.

Computer software

Expenditure incurred to acquire identifiable computer software and having probable economic
benefits exceeding the cost beyond one year, is recognised as an intangible asset. Such
expenditure includes the purchase cost of software (license fee) and related overhead cost.

Costs associated with maintaining computer software programmes are recognised as an expense
when incurred.

Costs which enhance or extend the performance of computer scftware beyond its original
specification and useful life is recognised as capital improvement and added to the original cost
of the software.

Compuler software and license costs are stated at cost less accumulated amortisation and any
identified impairment loss is amortised over a period of Five years using the reducing balance
method .

Amortisation is charged from the month in which the related asset is available for use while no
amortisalion is charged during the month in which such assel is disposed off.

3.3 Impairment of non-financial assets

Assets are reviewed for impairment whenever events or changes in circumstances indicate that
the carrying amount of these assets may not be recoverable. Whenever the carrying amount of
these assets exceed their recoverable amount, an impairment loss is recognised in the prafit and
loss account.

3.4 Stores, spares and stock in trade

These are valued at lower of cost and net realizable value; cost being determined as under;

Stores and spares - At moving average cost

Raw materials - FIFO basis (First In First OQut)

Material in transit - At cost comprising invoice value plus incidental
charges

Work in process and finish goods - At estimate average manufacturing cost

Waste - At net realizable value
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3.5

3.6

3.7

Manufacturing cost in relation to work-in-process and finished goods comprises cost af material,
labour and appropriate manufacturing overheads.

Net realizable value signifies the selling price at which goods in stock could he currently sold less
any further cost which would he incurred lo complete \he sale,

Provisions are made in the financial statements for cbsolete and slow moving inventory, stores
and spares based on management's best estimale ragarding thera future usability.

Trade and otlher receivables

Trade and other receivables are carried at original invoice amount/cost, which is the fair value of
the consideration to be received, less an estimate mada for doubtful receivables which is
determined based on management review of cuistanding ameounts and previcus repayment
pattern. Bad debts are written off as incurred and provision is made against debis considered
doubtful when the collection of tull amount is no longer probable.

Cash and cash equivalents

Cash in hand and at banks, short term bank deposils and short term running finances. it any, are
carried at cost. For the purpose of cash flow statement, cash and cash eguivalenis consists of
cash in hand and deposits in bank. net of short term running finances ( if any ) that are highly
liquid in nature, readily convertible into known amoun's of cash and subject to insianificant risk of
change in value. ‘

Financial Instruments

Financial instruments carried on the balance sheet include investments, deposits. trade debls and
other receivables, cash and bank balances, trade and other payahles, long term loan, accrued
mark-up on short term finance and short term borrowings

- Financial assets

The Company classifies its financial assets in held to matunty, fair value through profit and loss,
and available-for-sale categories. The classification depends on the purpose for which the
financial assets are acquired. Management determines the classification of its financial assets at
initial recognition.

(a) Held-to-maturity

These are non-derivative financial assets with fixed or determinable payments and fixed maturity
that the Company has the positive intention and ability to hold till maturity.

(b) Fair value through profit and loss

Financial assets at fair value through profil or loss are financial assets held for trading. A financial
assel is classified in this category if acquired principally ifor the purpese ol selling in the shorl-
term. Derivatives are also categorized as held for trading unless they are designaled as hedges.
Assets in this category are classified as current assets. There were no financial assets at fair
value through profit or loss on the balance sheel date.

E
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(c) Available for sale

Available for sale financial assets are non-derivatives that are either designated in this category
or not classified in any of the other calegories.

All financial assels are recegnised at the lime when the Company becomes a party to the
contractual pravisions of the instrument. Regular purchases and sales of invesiments are
recognised on trade dale - the date on which the Company commits 10 purchase or sell the asset
Financial assets are initially recognised at fair value plus transaction costs for all inancial assets
not carried at fair value through profit or loss. Financial assets are derecognised when the right to
receive the cash flows from the assels have expired or have been transferred and the Company
has transferred substantially all the rnisks and rewards of ownerships.

Fair value of available-for-sale investments are detcrmined on the basis of rales notified by
Mutual Fund Association of Pakistan for debt securities, relevant redemption prices for the open-
end mutual funds, or PKRV sheets.

Available-far-sale financial assets are subsequently carried at fair value with changes in fair value
recognised in other comprehensive income until derecognised or impaired. When securities
classified as available-for- sale are sold or impaired, the accumulated fair value adjustment
recognised in equity are included in the profit and loss account as gains and losses from
investment sccurities. Interest on available-for-sale securities calculated using the effective
interest method is recognised in the profit and loss account. Dividends on available-for-sale
equity instruments are recognised in the profit and loss account when the Company's right to
receive the dividends is established.

The Company assesses at the end of each reporting date whether there is objective evidence
that a financial asset or a group of financial assels is impaired. It any such evidence exists for
available-for-sale financial assets, the cumulative loss is removed from equity and is recognised
in the profit and loss account. Impairment losses recognised in the profit and loss account on
equity instruments are not reversed through the profit and loss account.

The Company follows trade date accounting for regular way purchase and sales of securities.

- Financial liabilities

All financial liabilities are recognised at the lime when the Company becomes a party to the
contractual provisions of the instruments. A financial liability is derecognised when the obligation
under the liability is discharged, cancelled or expired.

Offsetting

Financial asset and financial liabilities and tax assets and tax liabilities are set off in the balance
sheet, only when the Company has a legally enfarceable right to set olf the recognized amount
and intends either to settle on a net basis or lo realize the assets and settle the liabilities
simultaneously.

Employee benefits
Defined contribution plans

A defined contribution plan is a post-employment benefit plan under which an entity pays fixed
contribution into a separate entity and will have no legal or constructive obligation to pay further
amounts. Obligations for contributions to defined contributions plans are recognised as an
employee benefil expense in proht or loss when they are due.

25]
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The Company operates an approved provident fund scheme for eligible employees of Ihe
Company. Equal monthly contributions are made by he Company and employees at the rate of
5% of basic salary.

3.10 Taxation J

The tax expense for the year comprises current and deferred tax. Tax 15 recognised in the profil
and loss account, except to the extent that it relates to items recognised in other comprehensive
income or directly in equity. In this case the tax is also recognised in other comprehensive income
or directly in equily, respectively.

Current

The current income tax charge is based on the taxable income for the year calculated on lhe
basis of the tax laws enacted or substantively enacted at the palance sheet date, and any
adjustment to tax payable in respect of previous ycars, Presently provision for current laxalion is
based on final tax regime in accordance with the provisians ol section 154 of the Income Tax
Ordinance, 2001,

Deferred

Deferred tax is recognised using balance sheet lability method, providing for all temporary
differences belween carrying amounts of assats and liabillies for financial reporting purposes and
the amounts used for taxation purposes. Deferred tax is measured at the tax rates that are
expected to be applied to the temporary differences when they reverse, based on the laws that
have been enacted or substantively enacted by the reporting date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits
will be available against which temporary differences can be utilized. Deferred tax assels are
reviewed at the end of each reporting period and reduced te the exlent that it is no longer
probable thal the related tax benefit will be realized. Currently there are no deferred tax balances
since the Company income falls under final tax regime.

3.1 Provisions

Provision is recognised when, as a result of past evenl, the company has a present legal or
construclive obligation that can be eslimated reliably and it 1s probable that an outflow of
resources embodying economic benefits will be required to setllle the obligation. Subsequently,
provisions are reviewed at each balance sheet date and adjusted to reflect the current best
estimate.

3.12 Revenue recognition

Revenue is recognised ta the extent thal it is prubable thal the economic benetits will flow to the
Company and the amount of revenue can be measured reliably. Revenue is measured at the fair
value of the consideration received or receivable, net of any direct expenses. Revenue is
recognised on the following basis:

- Local! sales are recognised on dispalch of goods to customers.
- Export sales are recognised at the time of receipt of bill of lading.
- Export rebate is recognised on accrual basis al the time of making the expont sale
- Interest income is recognised on a time proportion basis by reference to principal outstanding
amount and taking into account the effective yioid rate.
3.13 Borrowing costs

Borrowing costs are recognised as an expense in the period in which they are incurred excepl
borrowing costs that are directly altributable to acquisition, construction or production of a
gualifying asset are capilalized as a part of the cost of that assel.

|
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3.14 Foreign currency transaction and translation

Foreign currencies are translated into reporting currency at the rales of exchange prevailing on
the date of transaclions. Monetary assels and liabilities denominated in foreign currencies are
translated into reporting currency equivalents using year-end spot foreign exchange rates. Non-
moneiary assets are franslaled using exchange rates that existed when the values were
determined. Exchange differences on foreign currency translations are included in income

currently,
2014 2013
Rupees
PROPERTY, PLANT AND EQUIPMENT
Capital work in progress 4.1 39,284,827 24,412,717
Operating Fixed Assets 4.2 104,683,991 107.482,200
Intangible Assets 4.3 250,434 105,230

144,219,252 132,010,147

4.1 Capital work in progress

Baiance as at July 1, 2013 24 412,717 -

Additions during the year 14,872.110 24,412,717

Transfer lo property, plant and equipment - :
during the year

Balance as at June 30, 2014 39.284,827 24,412,717

4.2 Operating Fixed Assets

leashold  Buidrgon  Pontand  Eectical  istalltons Funitweand L mﬁ:’" -
land Iuter_m land m:hhe_q_'_—mlhmn andfitlings  fixtures R
Rupees
Asalduy 1, 2012
Cast WA0T0 46AME00  T0821888 4858055 SMESD  1EISID 9E3B0SEE 4723484 145945548
Accumualed depresiaton - (o971 (ATATO%E) _ (2S6REDO)  (4SS200)  (ROGRTY) (9705288 (1TM215) _ (52,227.666)
Nat baok value REO0  alepAEA7 47180087 0.291485 BOA40  G4BA2 6584077 2029280 93720882
‘fearended June 30, 2017
Cpening nat book valse BBAOTC MBS IB00ED 2291465 89440 GMB2 BRMOTT 238080 G07HME
Acritians duriny Die year - . 19,905,217 15,600 . 084,890 - 27ES0 20589557
Decrealin lorihe yes* . (1571227 (601S.243) (230417) (894 (140062)  [13GE15 1435626  (9.818.209)
Ccsing el book valie B0 O17RAIS 610535 20/h7e8 W43 1619410 BJRARD 5247504 "0JACH200
Asatlav i, 2003
Casl BA0T0 4G4ME03  90RSEHG  4STI0HE SMBSR  Z7IBA00 R30S 4TI 168588106
Bocuridad dexeciabon - ['eBSIAB®)  @ROTEINTY  (RTSTAOT _ (4640B¢)  (1.036933F L1310 [R29841)  [2045.%05)
Net book vakes BAOW 01738315 BLIOIES 20760 804% 1679470 5267262 SoATae8 107492200
Year ended June 30, 2014
Gpening net book vaive 4070 NTBIS 6LIINS 207674 8046  1ETSATD 5267262 S4T504 107492200
Addiions durrq the year - . 5,837,000 . - £59.150 500 TES 7280TTS
Depreciation for the year (LS87664)  [BAS4807) (20 576] [3048)  (200982) (1060207}  (SE3K05)  (10.088.984)
Closing net book value W00 IGSEST  GOARSTE 1868072 TeHE 210408 4252060  S41754 1045683991
As st June 30,2014
Cost We070 504303 BEASIS0E  ABVISES MUY QOMESSD 16425385 6216869 176818880
Aecumulated depreciation - (18281520 [(B2077T8)  (A004883) (472212 (LBME (121733050 (27994460  (TA.134869)
Net book value WL070 30165651 G0AESTR 166072 72M8 2107038 425050  SA17526 104683990
Anrusal rates of depreciafion - S % N i 16% 0% 10%

7)
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4.3 Intangible assets

As at July 1, 2012

Cost

Accumulated amortization
Net bhaook value

Year ended June 30, 2013
Qpening net book value
Additions during the year
Amaortization

Closing nel book value

As at July 01, 2013

Cost

Accumulated amortization
Net book value

Year ended June 30, 2014
Opening net baok value
Additions during the year
Ameorlization

Closing net book value

As at June 30, 2014
Cost

Accumulated amaortization
Net hook value

Annual rate of amortization

4.4 Depreciation and amortisation for the year has been allocated

as under :
- Cost of sales
- Administrative expenses

5 STOCK IN TRADE

Raw material and accessories
Work in process
Finished goods

6 LOANS AND ADVANCES - CONSIDERED GOOD

Unsecured
Loans to staff

Advances for :

- raw materials

- expenses

- supplies and services

6.1

2014

Rupees

295,000
(221,900)

73,100

73,100
55,000

_ (22,870)

105,230

350,000
(244,770)

105,230

105,230
175,000
(29,796)

250,434

525,000
(274,566)

250,434

20%

2013

Rupees

7,083,147
3,035,633

6,888,776
2,952,333

10,118,780

9,841,109

29,775,387
20,427,402
72,368,057

45,449,011
36,058,541
43,826,662

122,570,846

125,334,214

586,681

25,261,224
123,760
12,096,199

798,077

14,031,283
918,022
3,511,959

38,067,865

19,259,341

6.1 These are interest free and are given for general purpose in accordance with the terms of
employment, These loans are repayable within one year and are recovered through deduction

from salaries.

=
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DEPOSITS, PREPAYMENTS AND OTHER RECEIVABLES

Security deposits
Prepaid insurance

Other receivables :

- Export rebate receivable

- Duty draw back receivable
- Sales tax refundable

- Others

CASH AND BANK BALANCES

Cash with banks

- PLS accounts

- Current accounts
Cash in hand

ISSUED, SUBSCRIBED AND PAID UP CAPITAL
Number of Shares

2014 2013
Ordinary shares of Rs. 10/- each fully paid
3,990,900 3.990,900 in cash.
Ordinary shares of Rs. 10/- each issued
9,100 9,100 as fully paid bonus shares
4,000,000 4.000,000

ADVANCE FROM CUSTOMERS

Allura Imports Inc.
Mag Brands LLC
Others
10.1
Less: Current portion

SATA

AFA TEXTILES LIMITED

2014 2013
Rupees
1,435,510 1,136,900
143,338 144,084
3,837,637 2,043,540
3,695,492 7,122,285
3,310,412 1,781,663
= 50,000
12,422,389 12,278,472
12,686 4,528
5,838,456 1,554,012
79,489 2,260
5,930,631 1,560,800
39,909,000 39,909,000
91,000 91,000
40,000,000 40,000,000
3,550,557 4269728
30,894,976 27.561,818
3,959,733 .
38,405,265 31,831,546
(11,850,000)  (12,937,932)
26,555,265 18,893,614

10.1  This represents balance of aggregale amount of advance of US $388.914 from customers
against export orders that are adjustable against shipment effected lo the said customers.

TRADE AND OTHER PAYABLES

Trade creditors
Accrued expenses
Current portion of advance from customers

Other payables :

Withholding tax payable

Warkers' profits participation fund 1.4
Workers' welfare fund

Staff provident tund

2014 2013
Rupees

88,615,715 68,060,030
12,182,261 11,049,688
11,850,000 12,837,932
185,433 45 515
1,032,762 862,249
603,716 615,554
7,744 9,258
1,829,655 1,532,576
114,477,631 93,580,226
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2014 2013
Hupees

Workers' profits participation fund

Opening balance 862,249 358,863

Charge for the year . 503,286

Interest for the year 170,513

Less: Payments made during the year = .
1,032,762 862,244

SHORT TERM BORROWINGS -

Secured

NIB Bank Ltd. o

Finance agains! packing credit 121 97,000,000 || 103,000.000

Letter of credits 12.2 6,643,181 || 21838689

Finance agains! imported merchandize 12.3 18,369,000 || -
122.012,182 124 B386 689

Unsecured

Loan from director 10,500,000

132, 512,182 124, 838689

12.1 This lean is secured against equitable mortgaye of Rs. 162.54 million (June 30. 2013: 134
million) aver fixad assels of the Company at their factory at Plot no. 26 & 26/1, Geclor 12-D, Norlh
Karachi Industrial Area. Karachi.40% margin {o be maintzined. 1si registered / Hypothecation
charge of Rs.112 million over movables ano receivables of the Company at their factory. 25%

margin to be mantained. Personal guarantee of all directors and morigagors covering all the
facilities. Such other securilies as may reasonably oo requesied by the bank from lime 1o time . In
addition, the bank shall have a banker's lien on all the customer's deposils, accounts and
properties held with the bank. Lien aver export hills. The term of the facility is 180 days or
maximum as allowed by SBP. This carries markup at 1% per annum over SBP refinance rate

12.2 This lacility is of Rs 10 million with 10% cash margin an sight and usuance letler of credit or as
per SBP margin requirement whichever is high secured through lien over import documents.

12.3 This facility is of Rs 25 million with 10% cash margin secured by way of valid trusl receiptl and
pledge of imported goods under control of Bank's approved Muccadam.

CONTINGENCIES AND COMMITMENTS

Contingencies

There were no contingencies existed at balance sheet dale(2013: Nil),

2014 2013
Rupees
Commitments
Raw malerials 32,770,000 24 729,295
For capital expenditure 871,000 14 587,283
Exports of goods 146,102,318 140,825,598
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SALES - NET

Export sales
Exporl rebate

COST OF SALES

Raw materials consumed
Accessories consumed
Packing malerials consumed

Manufacturing Expenses
Salaries, wages and other benelits
Cutting and stitching charges
Conversion cost

Stores and spares

Fuel and power

Rent, rates and laxes

Repair and maintenance
Waler charges

Travelling

Canleen

Depreciation and amortisation

Work in process - opening
- closing

Cost ol goods manufactured
Finished goods - opening
- closing

15.1 Raw materials consumed

Opening stock

Purchases during the year
Available for consumption
Closing stock

15.1

4.4

4]
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2014 2013
Rupees
728,684,213 769,442,237
2,991,196 2,319,429
731,675,409 771,761,666
308,207,846 333,610,592
81,609,073 68,987,710
27,060,507 18,840,788
416,877,426 421,439,090
45,677,207 36,861,924
114,725,898 91,999,297
35,735,214 || 102,254,449
14,046,735 14,034,674
16,421,401 14,125,929
1,186,600 1,141,605
4,239,924 5,337,153
403,912 454,078
2,461,428 1,586,232
56,740 48,795
7,083,147 6,888,776
242,038,206 274,732,912
36,058,541 32 654,845
(20,427,402)|| (36.058,541)
15,631,139 (3.403,696)
674,546,771 692,768,306
43,826,662 26.005,280
(72,368,057)| |  (43.826,662)
(28,541,395)  (17.821.382)
646,005,376 674,946,924
22,064,091 11,760,599
307,773,616 343,914,084
329,837,707 355,674,683
(21,629,861)  (22,064,091)
308,207,846 333,610,592
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2014 2013
Rupees p
16 ADMINISTRATIVE EXPENSES
Directors' remuneration 23.1 2,999,994 2,999,910
Salaries and benefils 16.1 33,463,842 27,147,671
Printing and stalionery 1,503,872 1,734,845
Telephone, lelex and postage 2,419,692 2,084,574
Rent, rate and taxes 758,674 721,947
Canteen expenses 2,129,500 B805.563
Newspapers. subscription and adverlisements 49,830 62,364
Travelling and conveyance 1,686,201 1,595,876
Repair and maintenance and service charges 3,947,544 3,675,693
Certification expenses 193.969 135,181
Computer expenses 508,700 129,656
Legal and professional fee 66,000 66,000
Auditors' remuneration 16.2 534,900 489,950
Donation 16.3 61,700 158,020
Advances written off 304,983 -
Insurance premium 864,122 729,478
Depreciation and amortisation 4.4 3,035,633 2,952,333
55,029,156 45,488,861
16.1  This includes Company's contribution towards defined contribulion plan amounting to Rs.45,558
(2013: Rs.145,502). The company has sel up provident fund for its employees and the
confributions were made to the trust in accordance with the requirement of section 227 of the
Companies Ordinance, 1984.
2014 2013
16.2 Auditors' remuneration —_— Rupees
Audit fee 300,000 250,000
Half yearly review fee 125,000 125,000
Other certilicalions' fee 50,000 50,000
Heimbursement ol oul of pocket expenscs 59,900 64.950
534,800 489,950
16.3 Donations were not made to any donee in which any director of the campany or his‘fher spouse
had any interest.
2014 2013
17 DISTRIBUTION COSTS —— Rupees
Salaries and benefits 1.694,211 1,431,368
Shipping and clearing expenses 12.908,543 14,054,563
Postage and courier 1.067.110 1.280,419
Travelling 1,857,570 6.646,632
17,627,434 23.412,982
18 FINANCE COSTS
Markup and interest charges in short term borrowings 9,961,918 10,714,517
Interes! on Workers' profil participation fund 170,513 -
Bank charges and commission 6,620,939 7.732.788
16,753,370 18,447,305

32]
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2014 2013
" 19 OTHER INCOME ———— Rupees
l Income from financial assets:
Gain on term deposits account . 359,073
Profit on saving account 21,818 =
Exchange gain-net 3,566,661 -
Trade creditors reversal - 619,519
Income from non-financial assets:
Sale of wastage slock B 95,456 228,820
3,683,935 1,207,412
20 OTHER CHARGES
Waorkers welfare fund 603,716 615,654
Workers' profit participation fund - 503.286
Exchange loss - nel - 607.289
603,716 1,726.129
21 PROVISION FOR TAXATION o
Current
-for the vear 7,546,444 7.820,209
-prior year - -
7,546,444 7.820,209

21.1 The Company's income is chargeable to tax under Final Tax Regime prescribed under the Income Tax
Ordinance, 2001 and hence tax reconciliation is nol being presented.

22 EARNINGS PER SHARE - BASIC AND DILUTED

221 Earning per share-basic

(Loss)/Profit after taxation (8,206,152) 1,126,668
Numbers
Weighted average number of ardinary shares 4,000,000 4,000,000
Rupees
Earnings per share - basic (2.05) 0.28

22.2 Earnings per share-diluted
There is no dilution elfect an the shares of the campany(2013:Nil).

23 RELATED PARTY TRANSACTIONS

Related party comprise associates, other companies with common directorship, directors ‘and key
management personnel which are carried at arm's length basis. Detail of transactions with related parties
during the pericd are as follows:

Nature of Transaction Relationship 2014 2013
with company —— Rupees

Directors' remuneration Key 23.1 2,999,994 2,999,910

Rent for marketing Olfice management 450,000 450,000
persannel

Loan from director Director 10,500,000 -

Purchase of accessories Asscciated company 12,960,282 7,063,072

Balance Outstanding Associated Company 5,951,184 6,763,072

s
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23.1 Directors' Remuneration

CHIEF EXECUTIVE DIRECTORS TOTAL
2014 2013 2014 2013 2014 2013
e — Rupees
Remunaration a0n0,000 R0O0.000 1,200,000 1,200,000 2,000,000 2,000,000
Cther benatits 400,000 3 400,000 599,994 599 710 999,994 2968D0,910
Total 1 ?L'IO 000 1,200,000 1,799,994 1.799.910 2,999,994 2,999 910
Numbinr of peersons L . ;| 2 :_ 2 SR - o 3

The Chief Executive and Directors are also provided with free use of company maintained car

24 FINANCIAL INSTRUMENTS
Financial risk management objectives and policies
The Company has exposures to the following risks from its use of financial instruments:

- Credit risk
- Liquidity risk
- Market risk

The Company's overall risk management programme focuses on the unpredictability of financial markets
and seeks to minimize polential adverse effects on the financial perfformance. Cverall, risks arising from
the Company's financial assels and liabilittes are limited. The Company consistenlly manages its
exposure to financial risk without any material change from previous period in the manner described in
noles below.

The Board of Directors has overall responsibility for the establishment and oversight of Company's risk
management framework. The Board is also respensible for developing and monitoring the Company's risk
management policies.

241 Credit risk

Credil risk is the risk that one parly to a financial instrument will fail to discharge an obligation
and cause the other party to incur a financial loss. without faking into account the fair value of any
collateral. Concentration of credit risk arises when a number of financial instruments er contracts
are entered inta wilh the same party, or when counter parties are engaged in similar business
aclivities, or activities in the same geographic region, or have similar economic fealures that
would cause their ability to meet confractual obligations to be similarly affected by change in
economics, poliical or other conditions. Concentration of credit risk indicates that relative
sensitivity of the Company's performance lo development alfecting a particular industry.

The carrying amount of financial assets represents the maximum credit exposure. To manage
exposure 1o credit risk, the Company applies credit limits to their customers. Cash is held only
with banks with high quality credit worthiness. i

The carrying amount of financial assets represents the maximum credit exposure The maximum
exposure to credit risk at the reporting date 1s:

2014 2013
Rupees
Trade debls - cansidered good 1,391,042 6,617,262
Loans and advances - considered good 38,067,865 19,259,341
Deposits, prepayments and olher receivables 12,422,389 12,278,472
Cash and bank balances 5,930,631 1,560,800

57,811,928 39,715,875

4
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Foreian customers 1,391,042 6,617,262

=ubsequent to the balance sheest date the Company has received the outstand ng balance from

lareign customers

Impairment losses
I'he aging of trade debtors at the balan e sheet dale was

2014 2013
Gross Impairment Gross
e e eaee e~ RUpees ——-- -

Not past due 1,391,042 - 6,617,262 "

mpairment

Based on assessmenl conducted of individual cl

the management believes Ihat
year aoes nol require any impairment

receivable

ng within the age bracket of upto cne
1er than lo the extent

prowvision ot! aetermined above

Based on past experience, consideration of financial position, past tra

ck records and recoveries,
lhe Company believes that trade debts past due upto one year do not require any impairment
excepl as provided in these financial statements. if any. None of the other financial assets are

eilher past due or impaired

The credil quality of Company’s liquid funds is high since the counter parties are banks with
reasonable exlernal credit ratings

The credit quality of company's liquid funds can be assessed with reference to external credit
ratings as follows:
2014 2013
Rupees

h -

5,845,495 1,
5,647

_ 5,851,142 1,F

h =

24.2 Liquidity risk

hat the Comy will encounter difficulty in meetin

hinancial

-
u

of the possibility that the Company could
d or

Liquidity risk ar

mies earher than exj

In raising funds to meet

th financial i the y fall due. The y's approach to
re, as far a have sufficient liquidity to
£ der bo onditions

ncurring

om nd un ed credit lines of
6 rmullic and R } ] B.74 million)
Clual maturities of financial habilities, includ ng interest payments
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24.3

24.31

24.3.2

2014
Carrying Cantractual Twelve manths Two to Flve  More than
Amount cash flows ar less yoears five years o
RUPEPS e e e

Non-Derivative
Financlal liabilitles
Short term horrowings Including
accrued markup 135,378,488 135,378,454 135,376.408 = I
Trade and othar payables 102,627,831 102,627 631 102,627.631 - -
Unelaimed dividend 4,305 4,305 4,205 - -
Advance from cuslomers 38,405,265 38,405.265 11,850,000 26,555,265 ' -

276.415.688 276,4156688  249.860,424  26,555.265 -

2013
————— e RUPEES
Shiornt term borrowngs including
acocruod markup 126,186,595 128, 186.555 128, 186,540
Trade nnd vihar payables H0.842,284 BD,&A2 204 80,042 204 -
Unclaimad dividand 400,620 400,620 400 620 -
Advance from customers 31,831 548 31,831.5468 12,847 U232 18 803 514 = -
241,061.054 241 DB1,01 237 1A7 440 18.893.614 -

Market risk

Markel risk is the risk that the value of the financiz! instrument may lluctuaie as a result of
changes in market interest rates or the market price due to a changs in credit rating of the issuer
or the instrument, change in market sentiments, speculative activities, supply and demand of
securities and liquidity in the market. The Company = exposed te currency risk and interest rate
risk.

Currency risk
Foreign currency risk is the risk that the value of financial assel or a liability will fluctuate due to a

change in foreign exchange rates. It arises mainly where receivables and payables exist due to
transactions entered into foreign currencies.

Exposure to currency risk
The Company is exposed to currency risk on trade debls, sales, trade payables and purchases

that are denamnated in a currency other than the respective functional currency of the Company.
The currencies in which these transactions are denominated is the US Dollars.

The Company's exposure to tareign currency risk is as loliows:

2014 2013 [
Us0n lotal WUs5D Total
Rupees
Trade debts 1,391,042 1,391,042 6,617,262 6,617,262 |
Gross balance sheet exposure 1,391,042 1,391,042 6,617,262 6,617,262
1,391,042 1,391,042 6,617,262 6,617,262

The following significant exchange rates applied during the year

2014 2013
USD to PKR Ush to PKR
Reparting date rate Average rate Reparting date rate | Average rate
buying selling buying selling buying selling buying selling
98.55 98.75 102.7 1028 YR.6 28.8 96.7 96.9

58]
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Sensitivity Analysis

A 10 percent strengthening / weakening of the FKR against USD at 30 June would have
decreased / increased post-tax profit by the amounts shown below. This analysis assumes thal all
other variables, in particular interest rales, remain canstant, The analysis is performed on the
same basis for 2013,

2014 2013
Effect on (loss)/profit ———— Rupees
usoD __ (820,615) 112,667

The sensitivity analysis prepared is nol necessarily indicative of the effects on profit / loss for the
year and assets and liabilities of the Company

24.3.3 Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market interest rates. Majority of the interest rate exposure arises
from shorl and long term borrowings from banks . At the reporting date, the interest rate profile of
the Company's interesi-beanng financial instrumenis was as follows:

Carrying amount

2014 2013
Rupees
Financial liabilities
Variable rate instrumenis
Short term borrowings 132,512,182 124,838,689

Fair value sensitivity analysis for fixed rate instruments

The Company does nol account for any fixed rate financial assels and liabilities at fair value
through profit and loss. Therefore, a change in interest rates at the reporting date would not affect
profit and loss account,

Cash flow sensitivity analysis for variable rate instruments

A change of 100 basis poinls in inleresl rates al the reporting date would have increased /
(decreased) profit for the year by the amounts shown below. This analysis assumes that all other
variables, in particular foreign currency rates, remain constant. The analysis is performed on the
same basis for 2013,

Effect on profit and loss

100 bp 100 bp
increase decrease
As at 30 June 2014 _
Cash flow sensitivity-Variable rate instruments 1,325,122 (1,325,122)
As at 30 June 2013 ' T
Cash flow sensitivity-Variable rate instruments 1,248,387 (1 ,248,387)

The sensitivity analysis prepared is not necessarily indicative of the effects on profit for the year
and liabilities of the Company.

24.3.4 Fair value of financial instruments

The carrying values of the financial assels and financial liabilities approximate their fair values.
Fair value is the amount for which an asset could be exchanged, or a liability settled, between
knowledgeable, willing parties in an arm's length transaction.
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25 OPERATING SEGMENTS
These financial statements have been prepared on the basis of a single reportable segment. J

251  Revenue from export sales represents 99.59% (2013 : 99.7%) of the total revenue of the
Company.
25.2  All non-current assets of the Company at 30 June 2014 are located in Pakistan

253 CAPITAL RISK MANAGEMENT

The Board's policy is to maintain a strong capital base so as to maintain inveslar, creditor and
market confidence, sustain future development of the business, safeguard the Company's ability
to continue as a going concern in order to provide returns for sharehalders and benelit for other
stakeholders and o maintain an optimal capital structure to reduce the cosl of capital. The Board
of Directors monitors the return on capital, which the Company defines as net profit after taxation
dgivided by total shareholders' equity. The Board of Directors also menitors the level of dividend to
ordinary shareholders. There were no changes lo the Company's approach 1o capital
management during the year and the Company s nol subject lo externally imposed capital
requiremeants.

26 CAPACITY AND PRODUCTION

The production capacity of the Company cannol be delermined because of processes invelved and
variation in sizes, styles and lexture of cloth etc.

27 NUMBER OF EMPLOYEES 2014 2013
(Number)
Total number of employees as at June 30 151 143
Average number of employees during the year 148 139
28 DISCLOSURES RELATING TO PROVIDENT FUND 2014 2013
Rupees
(iy Size of the fund 1,049,766 958,650

(i) Cost of investment made Z i
(il Percentage of invesiments made c
(iv) Fair value of investments = -

The figures for 2014 are based on the un-audited financial statements of the provident fund. L

28 DATE OF AUTHORIZATION FOR ISSUE

These financial statements have been autherized for issue on 31st October 2014 by the Board of
Directors of the Company.

30 GENERAL

Figures have been rounded off to the nearest rupee.

CHIEF EXECUTIVE DIRECTOR
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PATTERN OF SHAREHOLDING
AS ONJUNE 30, 2014

NUMBER T TOTAI
OF SITAR] SHARIES
SHARE HOLDERS FROM HOLDING 10 HELD
121 | . 106 6,682
6l 101 S00) 13.678
13 S01 1,000 12,510
9 | 001 5,000 R 430)
6 5.00 100000 149,500
5 100,001 150,000 705,000
S0, (H)) 250,000 179800

1,133,200
R00.800

250.0401 400,000

2 400,041 600 000

i 600 001 750,000 T08 400

4. H{”:

ADDITIONAL INFORMATION REQUIRED BY SECP

DESCRIPTION o NO. OF P l
NO . rReentage
o SHARES i
Assucialed '."-\'T:;"r‘i-?-\_ '_“\j-,"l.",;;l‘]ij and related parites NI
NIT and ICP NIL
Directars; CEQ and their spouse and their munor childien
(nzme wisc deta
N AME DESIGNATION RELATION
1. Syed Igbal Husam Diicctor 3 709,400 17.74
Murs Farhat Igbal Dascutor Woo. 5, [ghal Husan | 399 300 9,98
Mr. Adnan lqbal Cliel Faccutjve Sto. 8. lybul [ lussm I ), 300 10.00]
1. Syed Tarwg Husain Parcctor Sia S lgbal Husam 2 6u3, 300 15,13
5 M Seema Adnan Directet Wio, M Adaan lghal I [46, 500 5,66
6. Mrs. Sabeer Ditevton Wi 8 Targ Husmn I |44 004 .60
7. Syed Marib Husain Dir¢etor St Mr. Adnan lgbal ] 175,004 418
! Fxeculives NIL NIL
ud corporano NIL NIL
4 3,330 0.08
; anwial institution non-hanking finance msntutions NI N
8 Share holde ling ten percent or mare voling interest in the listed NiL NIL
al Public INDIVIDUALS 229 1.4 35.42
243 4,000,000 T 100.00
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FORM OF PROXY

Please Quote

Folia No. No. of Shares Held

(full address) being a member of SAFA TEXTILES LIMITED

hereby
appaint - of
_ - (full  address) or failing him___
ol - - ~ (full
address) as my / our proxy to attend and vote for my / our behalt at

29th Annual Genera

Meeting of the
Company to be held at 11:30 a.m. on Monday, 24th November, 2014 at The Royal Rodale Sports at TC-V,
30th Street, Khayaban-e-Sehar, Phase V-Ext. D.H.A, Karachi and at any adjournment thereof

As witness my / our hands this day

of

in the presence of

Please Affix
Revenue stamp

ol

Rs. 5.00
(Wimess)

(Signature of Member must be in

accordance with the specimen

signatures Ttegistered  with  the

Company)
This form of proxy, duly completed and \i_,'i ed

ed across revenue fl
Company's registered office not less tha

stamp of Rs. Five must be deposited at the

' lours before the time of holding of Annual General Mecting.
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