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T SAFA TEXTILES LIMITED

(ur company is amongst onc of the leading manulacturer and
exporter of textile made ups and fashion apparel, our vision s o
produce international gquality of woven and knitted garments, Our
prime vision is W eguip the factory with modern and sophisticated
machines and develop the associated Facilities which will help o
reduce the cost of production. improve the guality of production,
increase the profitability 1w be shared by the Company s

workers, and its sharcholders.

/.

Our mission 15 W promole our industry and boost our sales by

exploring the global markets for our products specially those
which have not been explored yer. Whercas, we would endeavor
lo enhance the quality of our product for the satisfaction of the
consumer, to provide a comfortable place of work w0 our
employees and o be an cthical partner to all our business
associates. The Company is o explore more opportunitics in
business and plav a meamnglul role on sustainable basis in the

economy and social development of the country,
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NOTICE OF ANNUAL GENERAL MEETING

MNouce 1s hereby given that the 30th Annual General Mectung of the Sharzholders of Safa Textiles Limited
will be held at 07:00 PM_, on Friday, 30th October, 2013, at The Royal Rodale Sports at TC-V, 30th Street,
Khayaban-¢-Schar, Phase V-Ext. D.H.A, Karachi to transact the following business:

Ordinary Business:

I, Tu 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, 2011 5 together with Auditor's and Director's Report thereon
3. To appoint the Auditors for the year ending June 30, 2016 and fix their remuneration. The

retiring auditors have retired and being eligible, have oftered themselves for reappointment.

4. Tuo transacl any other business wih the permission of the chair,

By the arder of the board

Karachi; October 10, 201 3 Company Secretary
NOTES:
I, The Share Transfer Books of the Company will remain closed from 23rd Ocwober, 2003 30th

Orctober, 2015 (Both days inclusive).

2 A Member of the Company entitled to attend and vote at the Meeting may appoint another Member as
his'her proxy to atend and vote the meeting on histher behalt, Proxics in order to be effective must be
received by the Company at the Registered Oflice not later than 4% hours before the time of holding the
mezeling,

Shareholders are requested to immediately notify the change in their address, if any.

Hak

4. All CDC Account Holders and Sub Account Holders who wish to attend the AGM should bring their
Original 11 Card. In case of proxies, a duly attested copy of CNIC should be attached with the Proxy
Form,
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Annual Report 2015 n—



SAFA TEXTILES LIMITED

DIRECTOR'S REPORT

Dear Members

On behalf of the board of directors | welcome you to the 3ith Annual General Meeting of our Company and take the
oppartunity 1o present the Annual Report along with the Audited Financial Statements and Auditor's Report Tor the year
ended 30th June, 2015

A comparative summary ol the financial results for the vear is as Tollows:

Rupees Rupees

06,15 3006, 14
Sales 613966412 731,675 404
Cost of Goods Sald {678.631.721) (o 003,376)
Cirass Profil {64,665.309) 83,670,033
Operating Expenses (H1,045,557) ( 72.030.590)
el { Loss) Prodit before 1ax {185,252,198) (6A9,T08)
Mot LossyProfit afler tax (192,635,548) (8.206.152)
Earning per Share (48.16) {2,015

Operating Results

The Country has been in grip of bad cconomic and political situation, due w the bad law and order situation, frequent
} anp m

power break-downs, shortage ol watter supply and above all high milation rate, mcrease m Lanfl rate has also hampered

the industrial and manutacunng acuvifies,

The Financial results of the Company during the Jast seven years, from 2008 10 205 15 auached i annexure | lor your
review

Sules

The export sales of the Company deereased from Rs. 7316735 million o Rs. 613 66 milhon doe w cancellation of orders
and export sales of such goods 1o sold to thind parties at substanoal discount or by ar fireght on company's account,
Production

During the year. the company incurred huge costs mainly due w adding mediom value added products in ils production
through induction of specialized machines, washing faciliy and upsraded factory environment and inducuon of
production staff tor both low and medium value added range. also fulfilled the requirement and obined certification
with regards w international standards and social compliances [S0 3000, WRADP and SEDEX, CT-PAT and met aye and
safery standards set for labor, These factors substantially sncreased labor costs and salaries in addition w loss suffered as
mantionsd above while exports remained low,

Quality Assurance

Qualiry assurance is an essential part of ony production activity. Reliable and timely inspection 15 assured at cach and
every slage of our productivn and before Nmal shipment,

Rescarch and Development

We recognize the importance of Research and Development which plays an important role in development of products by
way of ingrease in productivity and creativity reducing wastoge at all points. Thus we have put our Rescarch and
Development progeam on lop prionty,

meesssssssssssss—— Safa Textiles Limited s -il
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SAFA TEXTILES LIMITED

Profit hefore Tax

The operating loss before tax for the vear ended June 30, 2015 has shown increase of Rs, 154,392 million, 1.2, Irom loss
of Rs.0.63%9 million o loss of Rs. 185.232 million as compared to last year.

Mvidends

The board of directors regretfully inform that the company is not in a position w declare a dividend as company is fazing

acute liquidity shortage
Earnings per share

Durmg 2014 the earmmg per sharc was negative by Rs. 208/=, and durmyg 2013 camning per share is negative by Rs.
48, 10/=_ The dechine further in ecarnings is duc tooincrease v costs and lywer export prices,

Fised Assets

During the vear. addiwon w building. machinery, electrical appliances & office equipment were completed and
capitalized amountmg 1o Rs. 549449 million These additions were necessary 1o meet the requirements set for obtaming
certificaton and meetng cuswmers requirements. The company was granted certification ol compliance with 150 9U01),
SEDEX. CT-PAT and WERAP during the year. This will enable the company to produce value added in medium caregory
as compare to low end product which had been cxporting last year

Financial Charges

Fiancial Charges includmgz mark up for the year ended Junc 30, 20135 have mereased from Rs. 16753 million w0 Rs.

31021 million

Future Prospect

During the last two years the costmewrred into modernization and certificalion was for the purpose ol getliong value added
exporl order and for bringing new customer. From this vear your company is in a position o get thses orders that will
increase the value of soles ond Nnancial earnings with a minimum cost there on and achievement of thses orders will alsa
cover the losses already oceurred,

Stalf Provident Fund

The staff provident fund is being operated successfully for its present employees.

Appaointment ol Auditors.

Mis Rahman Sarfaraz Rahim [gbal Rafig-Chartered Aceountants have retired and being cligible, have offered themselves
tor reappointment for the year 200 5-2006 ar the same terms & conditions,

Corporate Social Responsibility

*  Corporate Philanthropy

At Safa Texules Limited we follow the intemational standards for corporate social responsibility set m a sociery
where workmen often face difficulties at the workplace. Unlike other companies we offer an exemplary working
environment and assert greal impartance (o the concern of CSR,

Safa Textiles Limited m—m @ Annual Report 2015 m—
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_SAFA TEXTILES LIMITED

Energy Conservation

We have an energy conservation management system (ECMS) in which the processes uand policies are desigmed w
reduce enerygy wsage. We are implementing the suguestion given by ECMS from lime (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 o conduct its operations i a manner that is safe for the
environment and continually improves environmental performance.

Consumer Protection Measures

We are IS0 9001-2000, WRAP, CT-PAT and Met Age certiflied which bas led w the improvement of management
aystems and quality product e such a manoer o ensure ieenational standards. Owe producy qualicy is essenual for
fumre and we continue to monitor 1t closely through quabity audits 10 meet requirements of our valued customers

waorldwide,
We have a testing system, which s umiform worldwide, for the objective assessment of potential hurmful substances
i lextife products at all stages of production through oul the exdle value chain. We meludes in pringiple, all wxtile

products Grom the Raw Material wo yarns and textile Fabrics, through o Doshed wxtile products

Industrial Relations

We enjoy best industrial relations with all our employees and workers and encourage them o higher positions with
minerity benefits, A work council has been established to look mto all the affairs related w workers, We recognize the
inportance of wark Torce who deliver value, drive growth, increase productivity and creativity,

A highly competitive and well coordinuted environment s ensured while providing for a variery of services inclhuding
carger apporunites, employee raimng and development, stafling labour relation, compensation and benefits, and
human resource system adminisirtion,

Oceupational Safery and Health:

We leel a strong sense of responsibiliny (o the sociey and recognise health and safery ol our emplovees as an inlegral
parl of busingss management and endsavor 1 cnsurs it through supervision, awarencss and motivation, We have
taken specilic measures for occupational safety and health, We have formed separale commitices with suitable
trmiming for fire Nighting, first aid ond employee complaings

Business Ethles:

We feel that complianee 15 the foundation of responsible conduct. Corporate responsibilicy can achieve its tull social
potential only if every ane involved sl complies with mternal and external rules and regulations. We view corporiie
responsibility as a strategic, management-driven sk that integrates our business, environmental and cinzenship
activities o create sustained tangible and intangible value of our company and our stake holders by ethically sound
means. We work across all barmers of gender, race. religion, color, and backgrounds and our only vardsuck 15 merit

baged on competence. This is the only way o creale u somnd sociery and Al owre social responsibilicy.

Community Investment and Welfare Scheme

The Company runs a literacy center that function for the employees and residents of the locality, Moreover medical
facililies are also provided by the Company which includes both medieal assistance and pavinent against lreatment
and medicines for employees and other members of the localiy,

Annual Report 2015 e ————



SAFA TEXTILES LIMITED

* Wellure lor under privileped

We incorporate the system ol UNDE as a regular feawre in our inanagement process, wherehy we teain unskilled men
and women, and pay them 2 nwnchly stipend. Upon successtul completivn of the raining process they are employed
by the Company.

“  Employment of special persons:
The Company has a ustoey of employing special persong: our HE Diepartment works tirelesgly o ensure allociimg
the most appropriate job for gach person.
COMPLAIANCE WITIH CODE OF CORPORATE GOVERNANCE

As requirgd by Code of Corpurate Gevernance our divectonrs are pleascd o repaort that

1 The financial stiements, together with the notes thereon have been drawn up o conformuty wally the
Companies Ordinance 1954 These Staements present fairly the Company's state ol affairs, results ot its
opernlions, eash Mow,comprehensive meome sl changes i eguity

L

The Company cotered i anm leogth pinsactions with ather membaers of the proup. These transactions are in
compliance with the dirgctives issued by the Security & Exchange Conumission ol Pakistan (SECT) in this
repard

1 Apprapriaie aecounbimg  pobicies. bave been canmzistently apphed wm preparation of lnancial statemenis amd
Accounting cstmites are based on ressomible and prudential judgmem

d International Accouwntng Standards as applicable in Pakistan hiove been followed in preparation of linancal
statemenid and noy depactuee therem has been adeguamtely drsclosed

5. The system ol intemal gomrol is sound and has been effectively unplemented and monitored

1 There are no signifeant doubis about the companys ability o continue ps g LOIE CONCEr

-d

There hus bzen no muterial departure froan the best practices of the corpornie govermance os detaded in the
hstimr regulation

o, f‘:L‘\_F f.'l‘|1a_'r'.lllﬂ|_.' & Finaneanl Results for [T seven vears s s ccd oo annexoare |
9. Al vutstandimg axes angd levies have been pand.

10, Directors Mectings: During the year, four meetings of the board of direciors were helel and following were in
atendance,

SName of Direciors Ma. ol Mectings

Attended
J-  Syed lgbal Husam 4
2. Mr. Adlnan Ighal 4
3. Syed Tungue Husam 4
- Mrs. Farhat 1gbal +
- M Sabeen Tarigue 4
B My Seemo Adnan 4
7. Syed Marib Husain 4

On Behalt of Board of Direcurs
Karachi, Ocwober 0%, 201 5 hr. Adnan Igbal

Chiel’ Exccutive

Safa Textiles Limited m— -l Annual Report 2015 me——
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T SAFA TEXTILES LIMITED

Statement of Compliance with the Code of Corporate Governance

This statement is being presented to comply with the Code of Corporate Governance contained in Regulation No. 33
of listing regulations of Karachi Stock Exchange for the purposs of establishing a framework of good governance,
whereby a listed company 15 managed in complianee with the best practices of Corporate Governance.

The Company has applied the principles contained m the Code in the following manner:

al The Company encourages representation of independent non-executive direciors and directors representing
minority interest on its board of directors. Al present, the Board includes:

Category Name

Exceutive Director Mis. Adnan Igbal, Syed lghal Hussain and Syed Tarique Hussain

Mis. Farhai Igbal, Seema Adnan, Sabeen Tarique and Syed Marib

Mon-Executive Director :
Hussain

Keguirement of independent director and chainman being non - -execunve direcior will be fulfilled in the due
course of husiness.

b)  The Dircctors have confirmed that none of them is serving as a director in more than seven listed companies
includmg this Company.

c) All the resident Directors of the Company are registered as tax payers and non of them has defaulted in
payment of any loan 1o a banking company, a DF1 or NBFI or. being a member of a Stock Exchange has been
declared as a defaulter by that stock exchange.

dj Mo casual vacaney has vecurred in Board during the financial year 2014-2015.

e} The Company has prepared 1 “Statement of Ethics and Business Practices”, which has been signed by all
Dnrectors and Employees of the Company.

)] The company has prepared a "Code of Conduct” and has been diseeminated throughout the company along
with its supparting policics and procedures.

) The Board has developed a vision / mission statement, overall corporate stratcgy and significant policies of
the Company. A complete record of particulars of significant policies along with the dates on which they were
approved or amended has been mainiained.

] All the powers of Board have been duly exercised and decisions on material transactions, appointment and
determination of remuneration and terms and conditions of employment of the CEO and other executive
directors, have been taken by Board.

s—— 5afa Textiles Limited m—m E Annual Report 2015 ee————




i)

»

K}

mj

nj

o)

R}

q)

r

%)

SAFA TEXTILES LIMITED

The Board arranges orientation courses for its directors as and when needed w apprise them of their duties
and responsibilities. The incoming directors are also provided with appropriate briefing and orientation
material to enable them first hand Knowledge on the working of the company.

The mectings of Board were presided over by the chairman and, in his absence. by a Director elected by the
Board for thus purpose and the board met al least once in every quarter, Written notices of Board meeslings,
along with agenda and working papers. were circulated at least seven days before the mecting. The minuies of
the meeting were appropriately recorded and circulated.

All the directors of the company except | have [4 years of education and | 5 years of experience on the board
ol listed company due to which they are exempted from having certification under any direcotors' training
program offered by local institution or foreign institution that meet the criteria specified by the SECP. The
condition ol training certification for the director not being exempt will be complied in due course.

No new appointment of CFO, Company Secretary and Head of Internal Audit has been made during the year,
The Directors’ Report for this year has been prepared in compliance with the requirements of the Code of

Corporate Grovernance and fully describes the salient matters required to be disclosed.

The Directors’ Report for this year has been prepared in compliance with thre regiurements of the code of
Corporate Governance and fully deseribes the salient matters required 1o be disclosed.

The financial statements of the Company were duly endorsed by the CEO and CFO before the approval of
Board.

The Directors, CEO and Executives do not hold any interest in the shares of the Company other than that
disclosed in the patiern of sharcholding

The Company has complied with all the corporate and financial reporting requirements of the Code of
Corporate Governance,

The Board has formed an audit committee. It comprises four members, three of whom are Non-Executive
Directors including the chairman of the committee. Independent director shall be appoinied as chairman of the
commiittee in the due course of business

The meetings ol the audit commitiee were held at least ance in every quarter prier to approval of interim and

final results of the Company and as required by the Code of Corporate Governance. The terms of reference of
the commitiee have been formed and advised to the commitiee for compliance.

Safa Textiles Limited m—
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SAFA TEXTILES LIMITED

t) The Board has formed HR and Remuneration committee, 1t comprises three members, of whom two are non
executive directors.

u) The Board has set-up an effective intemal audit function with employees who are considered suitably
qualified and experienced lor the purpose and are conversant with the policies and procedures of the Company
and they are involved in the internal audit function on a full time basis.

v) The statutory auditors of the Company have confirmed that they have been given a sausfaciory rating under
the Quality Control Review program of the Institute of Chartered Accountants of Pakistan {ICAP), that they or
| any of the partners 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 compliance with Tntzrnational Federation ol Accountants (1FAC) guidelines
| on Code of Ethics as adopred by 1CATP
w)  The stamunory auditors or the persons associated with them have not been appotnted 10 provide ather services
excepl in accordance with the listing regulations and the auditors have confirmed that they have uvbserved
IFAC guidelines in this regard,

x) Ne such matenal  price sensitive information existad which should be disseminated amony all market
paricipants at once through stoek exchange,

¥) The *closed penod’ prior (o the announcement of mierim / final results and business decisions, which may
materially alfect the markel price of company's securities, was determined and intimated to directors,
employzes and stock exchange.

) We confirm that all other material principles enshrimed in the CCG have been complied with except for the
requirements pertaining to composition of board of directors and audit commitiee and directors lraining
program toward which reasonable progress is being made by the company to seek compliance by the end of
nexil L'ICCU'LII'I.UH":E ':r'Cﬂ[.

MR. ADNAN IQRAL
CHIEF EXECUTIVE

Date: October 09, 2015

Iesssssssssssssss—— Safa Textiles Limited m— @
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SAFA TEXTILES LIMITED

COMPARATIVE STATEMENT OF OPERATING RESULTS
FROM JUNE 2009 TO JUNE 2015 (7 YEARS)

S| 20090 | 2010 | 201 | 2002 |o2013 | 2014 | 20050
SALES 395271 471199 [ 474758 | S01B06 [ 77762 | TALATE| 613966
COST OF GOODS SOLD 330,743 412,714 411,505 | 41806 674947 646005 a7%.631
GROSS PROFIT 45,028 E8,485 63,163 R3.590 296,815 35,670 (6, 665)
| OPERATING EXPENSES 33686 42601 41,506 57,805 61,902 72,637 H1043
OPERATING PROFIT 9,342 15,884 11,657 15.695 27,013 LR0E3 | (1457100
FINANCIAL ' OTHER CHARGES o {5,187 (9,352 (14480) 200009 (2001730 017.3EM (31020
OTHER INCOME ' (1085 342 iy (4761 %44 1,207 3,684 % 4200
FANATION (3529 (4.7000 ) {3,0482) 14927 (752010 [T.540) I7.353)
NET PROFIT 3518 1350 1,613 1,493 1,127 (B.206)) (192.634)
I TRANSFER TO GENERAL RESERVE {2, 0HMT ) {2, (M) -
AUCUMULATED PROFIT /(LOSS) BF 0,182 7,700 8,030 1,663 1156 12,283 4077
DIVIDEND PAID
ACCUMULATED PROFIT / {LOSS) C/F 7,700 #1150 9,663 11,156 12,283 4077 | (188,557

Safa Textiles Limited w—m @
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SAFA TEXTILES LIMITED

AUDITORS' REPORT TO THE MEMBERS

We have oaudited the annexed balance sheet of Safa  Textiles Limited (“the Company™) as  al
June 30, 2015 and the related profit and loss account, statement ol comprehensive income, cash flow statement and
statement of changes in equity together with the notes forming part thereof. for the year then ended and we stare that we
have obtained all the mformation and explanations which, to the best of our knowledge and belief, were necessary for
the purposes of our audit.

It 15 the responsibilitv of the Company’s management Lo ¢stablish and maintain a system of intermal control, and preparc
and present the above said statements in conformity with the approved accounung standards and the requireiments of the
Companies Ordinance. 1984, Our responsibility is w express an opinion on Lhese stalements based on our aweit,

We conducied our audil in accordonce with the auditing suandards as applicable in Pakisian. These standards require that
we plan and perform the audit o obtain reasonable assurance about whether the above said statements are free of any
material mussatement. Ao audit includes exannning, on a test basis, evidence supporting the amounts and disclosures in
the abvove sad statements. Ao oudd also wcludes assessing the accounting policies and signaficant estimates made by
management, as well as, evaluating the vverall presentation uf the above said statements. We believe that cur audit
provides a reasonable basis for our opimon and, after due verfication, we repoit that:

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

th]  in owr opinion:

(il the balance sheet und profil and foss account twgether with the notes thercon have been drawn up
conformity with the Companies Ordinance, 1984 and are in agreement with the books of accounts and
are further in accordance with accounting palicies consistently applied;

i1y the expendiwre ineurred during the year was for the purpose of the company's business; and

{ifil  the business conducted. nvestments made and the expenditure incurred during the year were in
accurdance with the objects of the Company;

ich i our opinion and W the best of our mformaton and accordimg 1o the explanations given o us,  the balance
sheet. profit and loss account, staement of comprehensive income, cash flow s@atement and  statement of
changes in equity 1ogether with the noles forming part thereof conform with approved accounung standards as
applicable m Pakistan and give the informauon required by the Companies Ordinance, 1984, in the manner so
required and respectively give a trac and fair view ol the state of the Company’s alTairs as at June 340, 2015 and
of the profit and loss, total comprehensive meome, cash flows and changes in equity for the year then ended; and

1d] i our opinion. Zakal 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.

Withoul qualifying our opinion, we draw atiention 10 nole 1.2 w the financial statements whieh indicates thal the
company has incurred net loss of Rs. 192,638 million (2004 Bs. 2,21 million) for the year resulting in negative equity of
Rs. 142,55 million, The current liabilities exceed currend assets by Ra. 179.17 million (2014: Rs. 67.539 milhion) These
canditions, along with other matters as set torth in note 1.2, indicate the existence of 2 material uncertainty that may
cause signiticant doubt about the Company's ability 1o continue 25 a going concem.

Karachi, Rahman Sarfaraz Rahim Igbal Kafig
Drae: Chartered Accountants
Engagement partner: Muhammad Waseem

3]
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_SAFA TEXTILES LIMITED

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

Wa have reviewed the anclosed Statement of Compliance with the best practices contained in the Code of
Corporate Governance (the Code) prepared by the Board of Direclors of Safa Textiles Limited for the year
ended June 30, 2015 to comply with the reguirements of Listng Regulations of the Karachi Stock Exchange
where the Company is listed.

The responsibility for compliance with the Code is thal of the Board of Direclors of the Company. Our
responsibllity 15 to review, to the exten! where such compliance can be objectively verified, whether the
Statement of Compliance reflects the status of the Company's compliance with the provisions of the Code
and repon if it does nol and to highlight any non-compliance with the requirements of the Code. A review is
limited primarily to inguires of the Company’s personnel and review of various documents prepared by the
Company to comply with the Code

Ac a pan of cur audit of the financial statements we are required to obtain an understanding of the
accounting and intemal control systems sufficient 1o plan the audit and develop an effective audit approach,
We are not required to consider whather the Board of Directors' stalement on internal control covers all risks
and controls or o farm an opinion on the effectiveness of such internal controls, the Company's comporate
govemance proceduras and nsks

The Code requires the Company Io place before the Audit Committee, and upon recommendation of the
Audit Committes, place before Ihe Board of Directors for their review and approval fts relaled pany
rransachions distinguishing batween transactions carmed oul on terms equivalent to those that prevail in arm's
length Iransacticns and transacten: which are nol execuled al erm's length price and recording proper
justificabon for using such alternate pricing mechanism. We are oniy required and have ensured compliance
of this reguirement to Ihe extent of the approval of the related party transactions by the Board of Direclors
upon recommendation of the Audit Commitiee. We have nol carred oul any procedures io determine
whather the related party transactions were underlaken gt arm's length pnoe or not.

Based on our review, excepl for the matiers. stated in notes (4], (k). and {r} to the Statement of Compliance,
nothing has come to our attenlion, which causes us lo believe tnal the Statement of Compliance does not
appropriately rafles| the Company’'s compliance. in all materal respects, with the best practices contained in
the Code of Comporate Governance as apolicable o the Company for Lhe year ended June 30, 2015,

Further, we highlight below instances of non-compliance with the reguirements of the Code as reflected in
the note reference where these are staled in the Statement of Compliance:

L As disclosed in point (a) of the statement, the company does notl have any independent director and
chairman of the board |s nol amang non executive directors as required under clause (i) and {iv) of the
code,

Il.  As disclosed in paint (k} of the statament, one direcior of the company has not obtained certification
under the directors trairing program as reguired under clause (xi} of tha code,

I As disclosed in point (r) of the statement, audit committee does not include an independent director, at
least one member of the audit committee Is required to be an Independent director under clause (xxiv)

of the code
’ I {/L_//M
Karachi. Rahman Sarfaraz Rahim Igbal Rafig
Date: Chartered Accountants

—
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SAFA TEXTILES LIMITED
BALANCE SHEET
AS AT JUNE 30, 2015

ASSETS
Nan-Current Assets
Property, plant and equipment

Current Assets

Stores and spares

Stock in trade

Trade debts - considered good

Loans and advances - considered good
Depaosits, prepayments and other receivables
Tax refunds due from Government

Cash and bank balances

EQUITY AND LIABILITIES

Share Capital and Reserves

Authorized capital
5,000,000 (2014; 5,000,000} ordinary sharas
of Rs. 10/- each

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

Non-Current Liabilities
Long Term Finance
Advance from customers

Current Liabilities

Trade and other payables

Accrued markup

Short lerm borrowings

Current potion of long lerm finance
Unelaimed dividend

Contingencies and Commitments

o

10
11

12

13

10

14

SAFA TEXTILES LIMITED

The annexed notes from 1 to 31 form an integral part of these financial statlements.

CHIEF EXECUTIVE

e Safa Textiles Limite d s— [ﬁ

2015 2014
Rupees

148,646,671 144,219,252
10,158,999 | | 1,222,623
133,651,149 122,570,846
5,400,000 1,391,042
24,351,237 38,067 B6S
24,228,964 12,422,389
2,185,362 668,064
6,010,805 5,930,631
205,986,516 182,273,461
354,633,187 326,402,713
50,000,000 50,000,000
40,000,000 40,000,000
6,000,000 6,000,000
(188,558,524) 4,077,024
(142,558,524) 50,077.024

99,363,001 i

12,671,623 26,555,265 |
112,034,714 26,555,265
159,908,923 114 477,631
2,533,587 2,866,306
209,446,231 132,512,182

1 3 rzﬁa |95“ o

4,305 4,305
385,156,997 249 860,424
354,633,187 326,452,713

DIRECTOR
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SAFA TEXTILES LIMITED
PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2015 ‘

2015 2014
Rupees
Sales - net 15 613,966,412 731675409
Caost of sales 16 (678,631,721) (646,005,378)
Gross profit (64,665,309) 85,670,033

Operating expenses
Administrative expenses
Distribution costs
Operating profit

Finance costs

Other income

Other charges

(Loss)/Profit before taxation

Taxation
(Loss)/Profit after taxation

Earnings per share - basic and diluted

The annexed notes from 1 to 31 form an integral part of these financial statements.

CHIEF EXECUTIVE

afa Textiles Limited m—

17
18

18
20
21

22

23

(51,803,495)
(29,242,062)

{55,029,156)
{17,627,434)

(81,045,557)

{72,656,580)

(145,710,866)

13,013,443

(31,121,069)

{16,753,370)

(8,420,263) 3,683,935

. (603,716)
(39,541,332) (13,673,151)
(185,252,198) (859,708)
(7,383,350) (7,546,444)
(192,635,548) (8,206,152)
{48.16) (2.05)

DIRECTOR
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SAFA TEXTILES LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2015

2015 2014
Rupees
Loss after taxation (192,635,548) {8,206,152)
Other comprehensive income - -
Total comprehensive loss {(192,635,548) (8,206,152)

The annexed notes from 1 to 31 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, 2015

Cash Flow from Oparating Activities
Loss before taxation

Adjustmeants for non-cash and other items
Dapreciation

Amartization

Finance casts

Loss on sale of property, plant and equipment

Operating profit before working capital changes

Changes in working capital

(Increase) | decrease in current assats
Slores and spares

Siock in trade

Trade dabts - considerad good

Leans and advances - considered good
Deposits, prepayments and other receivables

Increase in currant lablliities
Trade and othear payablas

Finance cost paid
Taxes paid

MHet cash generated from operating activities

Cash Flow from Invasting Activitias
Fixed capital expanditura

Capital work In progress

Sala Proceads of Disposal

Mat cash (usad In)/ generated from Investing activitias

Cash Flow from Flnancing Activitias
Unclaimed dividend

Lang term financing

Adjustment of advance from customers

Mat cash generated from financing activities

Met (dacreasa)fincrease in cash and cash equivalants
Cash and cash equivalents at the beginning of the year
Cash and cash squivalents at the end of year

Cash and cash equivalents comprise of:

Cash and bank balances
Short term borrowings

SAFA TEXTILES LIMITED

2015

Rupees

{185,252,198)

2014

(659,708)

(126,581,551)

11,154,514 10,088,984
63,587 29,796
31,121,069 16,753,370
1,008,750 - |
43,347,920 26,872,150
(141,904,278) 26,212,442
{8,936,378) 535722
{11,080,202) 2,763,368
(4,008,958) 5.226.220
13,716,628 (18.808.524)
{11,806,575) (143,917)
{22,115,583) {10.427.131)
{164,019,861) 15,785,311
45,431,292 20,897,405
{31,508,786)| {17.234,870)
(8,800,648)| (7.688,658)
(40,409,434) {24,923.827)
{158,998,003) 11,758,885
{15,634,190) {?.455.1??’:'
{4,365,080) (14,872,110)
3,400,000 - |
(16,599,270) (22.327.887)
(175,587,273) (10,568,998)
= (396,315)
112,627,041 2
{13,883,643) 7,661,651
98,743,398 7,265,336
(76,853,875) (3,303,562)

(123,277,888)

{203,435,426)

(126,581,551)

6,010,805
(209,448,231

5,830,621
{132,512,182)

(203,435,426

{126,581,551)

Tha annexad notas from 1 ta 31 form an integral part of these financial stataments.

. CHIEF EXECUTIVE

Safa Textiles Limite U-El
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SAFA TEXTILES LIMITED

SAFA TEXTILES LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2015

i General Unappropriated
Share C |
are Capita Reserves Profit Lo
Rupees
Balance as at July 01, 2013 40,000,000 G,000,000 12,283,176 58,283,176
Total comprenensive loss - - (8,208,152) {8,206,152)
Balance as at June 30, 2014 40,000,000 6,000,000 4,077,024 50,077,024
——
Balance as at July 01, 2014 40,000,000 6,000,000 4,077,024 50,077.024
Total comprehensive loss - = {192,635.548) (192,635,548)
Balance as at June 30, 2015 40,000,000 6,000,000 {188,558,524) (142,558,524)

The annexed notes from 1 to 31 form an integral part of these financial statements.

CHIEF EXECUTIVE DIRECTOR

Essss—— S afa Textiles Limite o |1_-9| Annual Report 2015 m——————




SAFA TEXTILES LIMITED

SAFA TEXTILES LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2015

1 LEGAL STATUS AND NATURE OF BUSINESS

1.1 Safa Textiles Limited {"the Company™) was incorporated in Pakistan under Companies Ordinance,
1884 as a private limited liability company on Movember 08, 1984 and was subsequently converied
into a public limited company on April 01, 1992, The shares of the Company are quoted on Karachi
Stock Exchanga. Tha Company is engaged in the manufacturing and export of raady made
garments. The ragistered office of the Company is situated al 26 & 26/, Sector 12-0 MNarh
Karachi, Karachi.

1.2 The financial statements reflact a Net loss of Rs. 192 63 millian {2014: Rs. 8.21 milion) for the year
rasulting in negative equity of Rs. 142 55 million The current kabilities exceads current assats by
Rs. 17917 million (2014: Rs. 67 .59 million).

During the year, the company sufferad huge loss mainly due o delayed production beyond dalivery
dates. The loss was occasionad as orders were cancelled and sold to third parties at substantial
discount or air fraighted on seller's account

The main reason for the above was major drop in export orders in international market and
unworkable prices offered for low and products traditionally expored by the company, The
managemant decided to counter that by adding medium value added products in its production
through induction of specialized machines, washing facility and upgraded factory environment and
induction of production stafl for both low and medium value added range. It also fulfiled the
raquiremant and obtained cadification with regards (o intarnational standards and social
compliances IS0 3000, WRAP and SEDEX, CT-PAT and met age and safety standards se! for
labar. Thase factars substantially increased labor costs and salaries in addition to loss suffared as
mentioned above while exports remained low. The management expects that the above social
compliance carification will bring long term benefil to the company in the shape of higher export
prices and increasa in orders while the benefit from the cost while accrue in future paricd, these
whare charged (o the current cost.

Subsequent to lhe balance sheel, the company’s aggregate export sales in the month of July and
August 2015 remained at slow pace amounting to Rs. 34 million. Howaver, from Septambar
onwards axpor pickad up to Rs. 60 milon and this trend of increasa s axpactad to be cantinued in
future, The managemeanl expects that sales will increase as compared to last year as weall as il wall
fetch better axport prices for value added expon. It expects in the years ahaad growth in expon
sales at workable prices in view of widely acceptable cerification aobtained by it

In wiaw of the above, these financial statemeants have bean prepared using gaing concern
assumption.

2 BASIS OF PREPARATION

2.4 Statement of Compliance

Thase financial statements have bean prepared in accordance with reguiremenis of the Companias
Ordinance, 1984 (the Ordinance), diraclives issuad by the Securities and Exchange Commission of
Pakistan (SECP) and approved financial raporting standards as applicabla in Pakistan. Approved
financial reporting slandards comprise of such Intarnational Financial Reporting Standards (IFRS)
issued by the International Accounting Standards Board as are notified under the provisions of the
Ordinance. Wherever the requirements of the Ordinance, or the directives issued by the SECP
differ with the requireaments of thase standards, the requiraments of the Ordinance or of the said
diractives have heen followad.

2.2 Basis of measurement

Thesa financial statements have bean prepared undar the historical cost convantion

Safa Textiles Limiteds IEI
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SAFA TEXTILES LIMITED

2.3 Functional and presentation currency

These financial statements ara presented in Pakistan Rupees which is the functional and
presentation currency of the Company.

2.4 Use of estimales and judgments

The preparation of the financial statements in confarmity with approved accounting standards
requiras the management to make the judgments, estimates and assumplions that aifect the
application of policias and the reported amounts of assels, iabililies, income and expenses

The estimates and assoclated assumptions are based on historical experience and various other
factors thal are believed to be reasonable under the crcumstances, the results of which form the
basis of making judgments about the carrying values of assels and habilities thal are not readily
apparant from other sources. Actual results may differ from these estimates

The estimates and underlying assumplions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in which the estimate is revised if the revision
affects anly that pericd, or in the pericd of the revision and future periods if the revision affects bath
current and future periods, Arsas where various assumptions and estimates are significant to the
financlal statemants or where judgments were exercised in application of accounting policies are as

follows:

Note
a) Residual values and useful lives of items of property. plant and egquipment 3.1
b} Provision for obsclete and slow moving inventory, stores and sparaes 3.4
¢) Provision for doubtful debts 3.5
d) Provision for taxation 3.10

2.5 Amendmants / interpretation to existing standard and forthcoming regquiraments

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

During the period, cerlain amendmants lo standards or new interpretations bacame effeclive,
howewver, lhe amendments or interpratalion did nol have any material effect an the financial
statemants of the Company.

b} Standards, amendments to published standards and intarpratations to existing standards
that are not yet effective and have not been early adopted by the Company

There are new and amended standards and interpretations that are mandatory for accounting
periods baginning July 01, 2014 but are considered not to be relevant or do not have any significant
effect on the financial statemeants and are therafore not detailed in these financial statements.

- Amendments to |AS 38 Intangible Assets and IAS 16 Property, Plant and Equipment {effective for
annual periods beginning on or after 1 January 2016) infroduce severe resirictions on the use of
revenue-based amortization for intangible assels and explicitly state thal revenue-based’ methods
of depreciation cannot be used for property, plant and equipment. The rebuttable presumption that
the use of revenue-based amortization methods for intangible assets Is inappropriate can be
ovarcome only whan revenue and the consumplion of the aconomic banafils of the intangible assel
are 'highly correlated’, or when the intangible assel is expressed as a measure of revenue. The
amendments are not likely 1o have an impact on the Company's financial statemants.

Sata Textiles Limite o @
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SAFA TEXTILES LIMITED

= IFR3 10 'Consolidated Financial Statements' - (effective for annual pericds beginning on or after 1
January 2015) replaces the part of IAS 27 'Consclidated and Separate Financial Statements’. IFRS
10 introduces a new approach to determining which investees should be consolidated. The single
model to be applied in the control analysis requires that an investor controls an investae whan the
investor is exposed, or has rights, to variable returns from its involvement with the inveslee and has
the ability to affect those retums through its power over the investee. IFRS 10 has made
consequential changes to |1AS 27 which is now called "Separate Financial Statements' and will deal
with only separate financial statements. Cerain further amendments have been made to IFRS 10,
IFRS 12 and IAS 28 clarifying the requirements relating to accounting for investment entities and
would be effactive for annual periods beginning on or after 1 January 2016. The adoption of this
slandard is not likely to have an impact on the Company's financial statements.

- IFRS 11 'Joint Arrangements’ {affective for annual periods beginning on or after 1 January 2015)
replaces |AS 31 'Interests in Joint Ventures' Firstly, it carves oul, from IAS 31 jointly controlled
antitias, those cases in which although there 15 a separate vehicle, that separation is inaffective in
cerlain ways. These arrangements are treated similarly to jointly controlled assets/operations under
IAS 31 and are now called joint aoparations. Sacondly, tha remainder of |AS 31 jointly controlled
entities, now called joint ventures, are stripped of the free choice of using the equity method or
proportionate consoclidation; they must now always use the equity mathod. IFRS 11 has also made
consaquential changes in IAS 28 which has now been named ‘Investment in Associates and Jaint
Ventures'. The amendments reguiring business combination accounting to be applied to
acquisitions of interests in a joint operation that constitutes a business are effective for annual
periods beginning on or after 1 January 2016. The adoption of this standard is not likely to have an
impact on the Company's financial stataments.

- IFRS 12 'Disclosure of Intarests in Other Entities’ [effactive for annual periods beginning on or after
1 January 2015) combines the disclosure requireaments for entities that have interests in
subsidiaries, joint arrangements {i.e joint operations or joint wventures), associales andior
unconsolidated structured entities, inta one place. The adoption of this standard is not likely to have
an impact on the Company's financial statements.

- IFRS 13 'Fair Value Measurement' effective for annual periods baginning on or after 1 January
2015) defines fair value, eslablishes a framework for measuring fair value and sats out disclosure
requirements for fair value measurements. IFRS 13 explains how to measure fair value when il is
required by other IFRSs. It doas not introduce new fair value measurements, nor does It aliminate
the practicability exceptions to fair value measurements thal currently exist in certain standards,
The adoplion of this standard is nol likely to have an impact on the Company's financial statamants.

- Amandments lo |AS 27 'Separate Financial Statements’ (effective for annual! periods beginning on
or after 1 January 2016). The amendments to IAS 27 will allow entities to use the equity method ta
account for investmants in subsidiaries, joint ventures and associates in theair separate financial
stalements. The adoption of the amended standard is not likely 1o have an impact on the
Company's financial statements.

- Agriculture: Bearer Planis [Amendments to |AS 16 and |AS 41] [effective for annual periods
beginning on or after | January 2016). Bearer plants are now in the scope of IAS 16 Property, Plant
and Equipment for measurement and disclosure purposes. Therefore, an entity can slect to
maasure bearer plants at cost. However, the praduce growing on bearar plants will continue to ba
measured at fair value less costs to sell under IAS 41 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 period;
and has a remote likelihood of being sold as agricultural produce. Before maturity, bearer plants are
accounted for in the same way as self-consiructed items of property, plant and equipmant during
construction. The adoption of the amended siandard is not likely lo have an impact on the
Company's financial statements.,
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- Sale or Confribution of Assets between an Investor and its Associale or Joint Venture
{Amendmants to IFRS 10 and 1AS 28) [affective for annual periods beginning on or after 1 January
2016]. The main consequence of the amendments is that a full gain or loss is recognized when a
transaction involves a business {whether it is housed in a subsidiary or not). A partial gain or loss Is
racagnized when a transaction involves assats thal do not constitule a business, aven if these
assels are housed in a subsidiary. The adoplion of these amendments is nol likely to have an
impact on the Company’s financial statements.

Annual Improvements 2012-2014 cyclas (amendments are affective for annual periods beaginning on of
after 1 January 20168} The new cycle of improvements contain amendments to the following standards:

= IFRS 5 Mon-current Assetls Held for Sale and Discontinued Operations, IFRS 5 is amended lo
clarify that if an entity changes the meathod of disposal of an assel (or disposal group) I.e.
reclassifies an asset from held for distribution to owners to held for sale or vice versa without any
lime lag, then such change in classification is considered as continuatlon of the original plan of
disposal and if an entity determines that an asset (or disposal group) no longer meets the critena lo
be classified as held for distribution, then it ceases held for distribution accounting in the same way
as It would cease held for sale accounting.

- IFRS 7 ‘Financial Instruments- Disclosures. IFRS 7 is amended to clarify when servicing
arrangements are in the scope of its disclosure requirements on continuing inwvolvement in
transfarrad financial assets in casas when they are deracognized in their entirety. IFRS 7 is also
amended to clarify that additional disclosures required by 'Disclosures: Offsetting Financial Assals
and Financial Liabilities (Amendments to IFRST) are not specifically required for inclusion in
condensed interim financial statemants for all interim pariods.

- IAS 19 'Employes Benalits'. 145 19 is amendad lo clarify that high quality corporate bonds or
government bands used in delermining the discount rate should be issued in the same currency n
which the benefits are o be paid

- IAS 34 ‘Interim Financial Reporting'. IAS 34 is amended to clarify that cerain disclosures, if thay
are nol included in the notes to inenm financial statements and disclosed elsewhere should be
cross refarrad.

The above amandments are not likely to have an impact on the Campany's financial stataments.

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
3.1 Property, plant and equipment

These are stated al cost less accumulated depreciation and impairment loss, if any, excepl frea
hold land and capital work in progress which are slated at cost. Cost Includes expenditure that are
directly attributable lo the acquisition of the assal

Depreciation is charged to profit & loss account applying the reducing balance method wheraeby the
cast of an assel is written off over its useful life at the rates specified in note 4.2 to the financial
statermanis, Depreciation on additions is charged from the quarter in which an asset is put o use
and no depreciation charged in the quarter in which asset is disposed.

Subsequent costs ars included in the asset's carrying amounts or recognized as a separate assels,
as appropriate, only when it is probable that future sconomic benefits associaled with the itam willl
flow to the Company and the cost of the item can be measured reliably.

Caplital work in progress is stated at cast and consisis of expanditure incurred and advances made
in respect of property, plant and equipment in the course of their construction and installation.
Transfers are made to relevant asset's category as and when assels are available for intended use.
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SAFA TEXTILES LIMITED

Gains and losses on disposal of assets. if any, are taken to the profit and loss account. Disposal is
recognized when significant risks and rewards incidenlal o ownership have been transferrad to
Duyer,

Tha assels' residual values, usaful lives are raviewad, and adjusted if appropriata, al each linancial
year end. The Company's estimate of residual value of property and equipmant as at 30 June 2013
did not require any adjustment as its impact is considerad insignificant.

An itlem of property, plant and equipmen! is derecognized upon disposal or when no future
economic benafits are expected from its use or disposal. Any gain or loss arising on derecognition
of the asset (calculated as the difference between the net disposal proceeds and the carrying
amount of the assat) is included in the profit and lass account in the vaar in which the assal is
derecognizad,

Intangible assets

An intangible assat is recognized as an asset if it is probable that the economic benefits attributable
te the asset will flow to the Company and the cost of the asset can be measured reliably.

Computer software

Expenditure incurred 1o acquire identifiable computer software and having probable economic
benefits exceeding the cost beyond one year, Is recognized 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 recognized as an expense
whan incurrad.

Costs which enhance or extand the performance of computer software beyand its original
specification and useful life is recognized as capital improvement and added 1o the onginal cost of
the softwara.

Computer software and licanse costs are statad at cost less accumulated amortization and any
identified impairment loss Is amortized over a pariod of Five years using the reducing balance
method

Amortization is charged from the month in which tha ralatad assat is availabla for use while o
amontization is charged during the month in which such asset is disposed off.

Impairmant of non-financlal assets

Assals are reviewed for impairment whenever events or changes in circumstances indicate that the
carmying ameunt of these assets may not be recoverable. Whenever the carmying amoun! of these
assals axceed ther recoverable amounl, an impairment loss is racognized in the profit and loss
account,

Stores, spares and stock In trade

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

Stores and spares - Al moving average cosl

Raw materials - FIFO basls (First In First Out)

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

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

Waste - At net realizable value

Manufacluning cost in relalion to work-in-process and finished goods comprises cost of matenal,
labor and appropriate manufacturing overneads,
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Met realizable value signifies the selling price at which goods in stock could be currently sold less
any further cast which would be incurred to complete the sale.

Provisions are made in the financial statements for obsolete and slow maoving inventary, stores and
spares based on management's best estimale regarding there future usability

Trade and other receivables

Trade and other receivables are camied al original invoice amounticost, which is the far value of
the consideration to be received, less an eslimate made for doubtful receivables which is
detarmined based an managament reviaw of outstanding amounts and previous repayment patiern.
Bad debts are written off as incurred and provision is made against debts considered doubtful when
the collection of full amaunt is no longer probable

Cash and cash equivalents

Cash In hand and at banks, shorl tarm bank deposits and short tarm running finances, If any, are
carried at cast. For the purpase af cash flow statemant, cash and cash squivalents consists of cash
in hand and deposits In bank, net af short term running finances ( If any | that are highly liguid in
nature, readily convertible into known amounts of casn and subject to insignificant risk of change in
valua.

Financial Instrumants

Flnancial instruments carred on lhe balance sheel include invesimenis, deposils, rade daebls and
other receivables, cash and bank balances, trade and other payables, long lerm loan, accrued
mark-up on short term financa and short lerm borrowings.

- Financlal assats

The Company classifies its financial assets in held to maturity, falr value through profit and loss,
and available-for-sale catagorias. The classification dapends on the purpose for which tha financial
assels are acquired. Management determines the classification of its financial assets al initial
racognilion.

{a) Hald-to-maturity

Thasze are nor-darivative financial assals with fixed or determinable payments and fixed maturity
that the Company has the positive intention and ability to hold till maturity.

(b} Falr value through profit and loss

Financial assets al fair value through profit or loss are financial assets hald for trading. A financial
assat is classified in this category if acquired principally for the purpose of selling in the short-term.
Derivatives are also categorized as held for trading unless they are designated as hedges. Assels
in this category are classified as current assats. There were no financial assets at fair value through
profit or loss on the balance sheet datea.

(e} Awvallabie for sale

Avallable for sala financial assets are non-darivativas that are either daesignatad in this category or
not classifiad in any of the olher categories.

all financial assets are recognized al the time when the Company becomes a party to the
contractual provisions of the instrument Regular purchases and sales of investments are
recognized on trade date - the date on which the Company commits to purchase or sall the assal.
Financial assets are initially recognized at fair value plus transaction costs for all financial assels
not carried at falr value through profit aor loss. Financial assets are derecognized when the right 1o
recaive the cash flows from the assets have axpired or have been transferred and the Company
has transferred substantially all the risks and rewards of ownerships.
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Met reahzable value signifies the selling price at which goods in stock could be currently sold less
any further cost which would be incurrad to complate the sala.

Pravisions are mads in tha financial statemants for obsoleta and slow maving inventory, stores and
spares based on management's best estimate regarding there future usability.

Trade and other receivables

Trade and olher receivables are carriad al orlginal invoice amount/cost, which Is the fair valua of
the consideration o be received, less an estimate made for doubtful recelvables which 15
detarminad based on management review of outstanding amounts and previous repayment pattarn.
Bad debts are written off as incurred and provision is made against debts considered doubtiul when
the collection of full amount is no longer probable

Cash and cash equivalents

Cash in hand and at banks, short tarm bank daposits and short term running finances, if any, are
carned at cost. For the purpose of cash flow statement, cash and cash equivalents consisls of cash
in hand and deposits in bank. net of short term running finances [ if any ) that are highly liquid in
nature, readlly convertible Into known amounts of cash and subjact to insignificant risk of change in
value.

Financial Instrumants

Financial instrumants carried on the balance shaat include investments, deposits, trade dabts and
other receivables, cash and bank balances. trade and other payabiss. long term loan, accrued
mark-up on shart term finance and short term barrowings.

- Financial assets

The Company classifies its financial assets in hald to maturity, fair value through profit and loss,
and available-far-sale calegories, The classification dapends 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 assels with fixad ar determinable payments and fixad maturily
that the Company has the positive intention and ability to hold till maturity.

(b) Fair value through profit and loss

Financial assels at fair value through profit or loss are financial assats held for trading. A financial
asset is classifiad in this category if acquired principally for the purpose of salling in the short-tarm.
Derivativas are also categorized as held for trading unless they are designated as hedges. Assets
in this category are classified as currant assets, Thars ware no financial assets at fair value through
profit or loss on the balance sheet data. '

{c) Awvallable for sale

Awailable for sale financial assels are non-derivalives thal are elther designated in this category or
nat classitied in any of the other categories,

All financial assets are recognized at the time when the Company becomes a party to the
contractual provisions of the instrument. Regular purchases and sales of invastments ara
racognized on trade date - the date on which the Company commits to purchase or sell the assat.
Financlal assets are initially racognized at fair value plus transaction costs for all financial assets
not carried at fair value through profit or loss. Financial assels are deracagnized when the right to
raceive the cash flows from the assets have expired or have been transferred and the Company
has transferred substantially all the risks and rewards of ownerships.

Safa Textiles Limitedms ’z——ﬁl

Annual Report 2015 m——



3.8

39

310

Pﬁafa Textiles Limited m— @

SAFA TEXTILES LIMITED

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

Availabla-for-sale financial assets are subsagquently camed at fair value wilh changes in fair valua
recognized in other comprehensive income until derecognized or /mpaired. When secunlies
classified as available-for- sale are sold or impared, the accumulated fair value adjustmen
recognized in equity are included in the profit and loss account as gains and losses from
investmeant securities. Interast an available-for-sale securitles calculated using the effective interesl
melhod is recognized in the profit and loss account. Dividends on available-for-sale equily
instrumeants are recognized 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 abjective evidence that
a financial asset or a group of financial assets is impaired, If any such evidence exists for available-
for-sale financial assats, the cumulative loss is removed from equity and is recognized in the profil
and loss account. Impairment losses recognized in the profit and loss accounl on agquity
instrumeants are not reversad through the prafit and loss account.

The Company follows trade dale accounting for regular way purchase and sales of securities,
- Financial liabilities

All financial liabillhes are recognized al the lime when the Company becomes a party lo the
contractual provisions of the instruments. A financial liability is derecognized when the obligation
under the liability is discharged, cancelled or expired

Offsatting

Financial assat and financial liabilities and tax assets and tax lhabilities are set off in the balance
sheet, only when the Company has a legally enforceable right to set off the recognized amount and
intands aithar 1o saltle on a nel basis or lo realize the assels and settle the liabilities
simultaneously.

Employee benefits
Definad contribution plans

A dafined 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 canstructive obligation 1o pay further
amounts. Obligations for contributions te defined contributions plans are recognized as an
employee benefil expense in profit or loss when they are due,

The Company operates an approved provident fund scheme for sligible employees of the
Company, Equal monthly contributions are made by the Company and employees at the rate of 5%
of basic salary.

Taxation

The tax expense for the year comprises currenl and deferred tax. Tax 15 recognized in the profit
and loss account, excepl to the extenl thal il relates to items recognized in other comprehensive
income or directly in equity. In this case the tax is also recognized in other comprehensive income
or direclly in eguity, respectively.

Currant

The current income tax charge is based an the taxable income for the year calculated on the basis
of the tax laws enacted or substantively enacted at the balance sheat date, and any adjustmant 1o
lax payable in respect of previous years. Presently provisien for currant taxation is based on final
tax regime in accordance with the provisions of section 154 of the Income Tax Ordinance, 2001,
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Deferred

Deferrad tax is recognized using balance sheet liabilily method, providing for all lemporary
differences betwaen carrying amounts of assets and liabilities for financial reporting purposes and
the amounts used for laxation purposes. Deferred tax is measured al the tax rates that are
axpactad to be applied to the temporary diffarences whan they revarsa, based on the laws that
have been enacted or substantively enacled by the reporling date.

A deferred tax asset is recognized only to the extent that it is probabie that future taxable profits will
ba available against which temporary differences can be ulilized, Defarrad tax assels are reviewad
al the end of sach reporting period and reduced to the axtent thal it 15 no longer probable that the
related tax benefit will be realized. Currently there are no deferred tax balances since the Company
income falls under final tax regime.

Provisions

Provision 1= recognized when, as a resull of past event, the company has a present legal ar
constructive obligation that can be estimatad reliably and it is probable that an outflow of resources
embodying econamic benefits will be required to setlle the obligation. Subsequently, provisions are
reviewed at each balance sheet date and adjusted lo reflect the current best estimate.

Revenue recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the
Campany and the amount of ravanua can be measured raliably. Ravanue is maasurad at tha fair
value of the consideration received or receivable, net of any direct expenses. Revenue is
recognized on the following basis:

- Local sales are recognized on dispatch of goods to customers,
- Export sales are recognized at the time of receipt of bill of lading

- Export rebate is recognized on accrual basis at the time of making the export sale.

- Intarest income is recognized on a ime proporion basis by refarence to principal outstanding
amount and taking inte account the effactive yiald rate.

Borrowing costs

Borrowing cosls are recognized as an expense in the pariod in which they are incurred except
borrowing costs thal are directly attributable to acquisition. construction or production of a qualifying
asset are capitalized as a part of the cost of that asset.

Foreign currency transaction and transiation

Foreign currencies are translated into reporling currency al the rates of exchange prevailing on the
date of transactions. Monetary assets and liabilihes denominated in foreign currancies are
translated inte reporting currency equivalents using year-end spot foreign exchange rates Mon-
manetary assets are translated using exchange rates that existed when the values were
delermined. Ewchange differences on foreign currency Iranslations are included in income
currently

2015 2014
Mote —— Rupees
PROPERTY, PLANT AND EQUIPMENT
Capital work in progress 4.1 4,365,080 39,284 B27
Ciparating Fixed Assets 4.2 143,959,744 104 683,891
Intangible Assats 4.3 321,847 250,434

148, 646,671 144,219,252

Safa Textiles Limited o |~2-B|
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2015 2014
Rupees
4.1 Capital work in progress

Balance as at July 1 39,284,827 24,412,717

Additions during the year 4.1.1 4,365,080 14,872,110

Transfer to Building on Leasehold land (39,284,827 -

during the year

Balance as at June 30 4,365,080 39 284 827

| 4.1.1 Additon dunng the vear is advance paid to contractor far civil wark,
4.2 Operaling Fixed Assets
Patiilas Leasahold B:L‘:::L:" Blant and Elactrical Ingtallsions  Furniturs Hotor Dl'::a-:mu Toal
lamd i machinary mppliancas  and ittings  and ftures vahiclas seuknants
— Rupsss- e o

Aa a Judy 1, 2013
Lost 8,370 dB 404,503 80854506 4 370,355 544 B8 2 H6.403 16,380.365  TATT. 44 163538105
Aocuidaled deprecialion (A5 4880 TETRLITY [2.79%.107) (BN (1 OBBG3 (L1032 JEH5305)
Hhet bk vais 31753315 1,103 335 2078743 BI.405 1,678,470 52072  SMTH3 107402200
Wear cnded Juna M), 2014
Ciparing ret back valus 284,076 MTELAE AL 1076743 B4 1,679,470 UTHD  ST503 107 4SLEN
Ackcbpea dunng the o 5,637 000 B35, 150 45,000 T30 425 1,380,773
Cinprexcsaton for the yoar (1587 BR4T (R AR BOT) 1307 578 18.0448) (300180 JLORLIDT (SRHE0S; (10,066 B84
Clging st Dok vais 284,070 3 955 857 80,435, 71 1,868,072 TE B 2,137 408 4,252,080 5417523 (4, A3 531
Ba Al iy 0 3a
Casl 284,070 46, 404, 802 A, B0 A0G 4873985 54 A5G 3,375,553 426,365 8216909 176,418,580
Accumidaid depyeciaion (E238.958  (I6.207.774) {3,004 883 WIEND ZIRME PAITAS| 2796 TL1MAN
Mt pack vakse 4,070 30, 165,65 B0 485,728 185,272 Ti 4R ERELE LTS 4252060 5417523 10468330
Year andad Jung 3. 2095
Opaning net book vabug 284,870 10185851 BAAB5TIS 1,880,072 71443 213741 AISI080 5417823 104BELEN
Addigonatransfer at coul kL BN v 4,770,800 B0, 000 1,871 590 1,550, 10 1,031 800 5 @e,017
Dispesals | transfars B -
Coal 4,725,000} 4,725,000
Accumulatad daprecistion 18250 g 250
Hel book valus (4 488750} (i 4848,750]
Depracistion lof the year 2,003,843 (6,849.11) B lfiﬂ.llli"'r_ i {T.245) (280,287 (1,388,912 rmuur_1 I"11-15'l-51"fl
Claging net book value 2B 070 &7,500.03% 03,827,215 1,754,165 A5 2 88,54 0,453,148 5028 416 143,058,744
A bl Jure M, 2045
Cioat 284,070 AETTRAN 101,73 108 4,351 955 44859 A4 447 541 20015345 9,244,548 22701 2.597
Acourmisiad dopracistion 1B, ]42,995) (42,820,840 13,158,703 (4T9AS8)  [1,5MD02)  1,SE2MT)  [1420,083)  (B1053153)
M bk valua 284,070 BT.SI8835  EG 118486 1,754,165 5,203 1,019,541 S50 ERLEIE 1435574
Annual rates of deprecistion Fe 0% 0% 10% 10 0% 1%

essssssssssssss—" Safa Textiles Limited m—m

“Wolor Vehicles inchude R 138 million sasets on Musharaks srangs mants.
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4.3 Intangible assets

Rupaas
Aa at July 1, 2013
Cost 350,000
Accumulatad amortization (244 7T70)
Mat book vaiue 105,230
Year anded Juna 30, 2014
Crpening not book valuo 105,230
Additions during the yaar 175,000
Armoriizalion {28,796
Closing nal book valua 250 434
As at July 01, 2014
Coal 525,000
Accumulated amortizoticon (274 566 )
Mat book valuse 250,434
Yoar anded Juna 30, 2015
Dipaning nal book value 250,434
Acldiions during the yaar 135,000
Aotz ation {83.587)
Closing nel ook vAalue 321,847
As at Jumae 30, 2015
Cosgl 660,000
Accumulated amortizaton (338,153)
Mat book value 321.847
Annual rate of amortization 20%
2015 2014
4.4 Deprecialion and amoriization for the year has been allocated ———— Rupeas

as under :
- Cost of sales 7,852,671 7,083,147
- Administrative expenses 3,365,430 3,035,633

11,218,101 10,118,780

4.5 Detais of Property, plant and equpment dispasals having net book valus in excess of Re 50,000 are a3 follows:

Particulars Mode of P Accumulatad | Nat Book Sale Particulars of
Sale Dapraciation Value Proceads by

Plant and Machinery ~ e

rimoo washing machines and sieam | Nagoation | 4,725,000 | 236,250 | 4.488.750 | 3.400,000 | Bashr Ahmed
2015 2014

STOCK IN TRADE ——— Rupeess
Raw malarial and accessories 30,651,043 29,775,387
Work in procass 34,549,556 20,427 402
Finished goods 68,450,550 72,368,057

133,651,149 122,570,846

LOANS AND ADVANCES - CONSIDERED GOOD

Unsecured

Loans to staff 6.1 556,607 586,681

Advancas for :

- raw materials 473,690 25,261,224

- axpensss 94,032 123,760

- supplies and services 23,226,908 12,096,188
24,151,237 38,067 BES

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.

Safa Textiles Limited m— I_J_I‘.}l
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2015 2014
Rupasas
DEPOSITS, PREPAYMENTS AND OTHER RECEIVABLES
Security deposits 4,437,510 1,435,510
Prapaid insurance 710,084 143,338
Other receivables :
- Export rabate receivable 7,161,924 3,837,837
- Duty draw back receivabla 3,695 492 3.695 492
- Sales tax refundable B.223,954 3,310,412
24,228,964 __ 12,422,389
a CASH AND BANK BALAMCES
Cash with banks
- PLS accounis 17,148 12,686
- Current accounts 5,993,657 5,838,456
Cash in hand . 789,485
6,010,805 5,930,631
9 ISSUED, SUBSCRIBED AND PAID UP CAPITAL
Mumber of Shares
2015 2014
Ordinary shares of Rs. 10/ each fully paid
3,890,800  3.8990,900 wncash 35,909,000 38,808,000
Ordinary shares of Rs. 10/- each issued
9,100 8,100 as fully paid bonus sharas 91,000 81,000
4,000,000 4000000 40,000,000 40,000,000
10 LONG TERM FINANCE
NIB Bank Limited 10.1 110,000,000 -
Faysal Bank Limited 10.2 2,627,041 -
112,627,041 -
Less: Current portion of long tarm finance {13,263,950) -
99,363,001 -

10.1 This represaents term finance loan converled as at 12th May, 2015 as a result of a restructuring

s 2z Textiles Limited m— @

agreement with NIB bank for the purpose of payment rescheduling the ovar due amounts of Inland
usance letter of credit facilities and Finance against Trust Receipl Facility. The loan is repayable in
60 equal monthly installments commencing from 12 May, 2015, It carries a markup at the rate of
last 7 days average of 3 months KIBOR + 1.5% lo be reset on quarterly basis and payable on
monthly basis. The said loan is securad against 1sl equitable marlgage charge of Rs. 225 miliion
over fixed assats of the company, 1st regislered hypothecation charge of Rs. 320 million owver
movables and receivables of the company and aquitable mortgage aver residential property of
2,000 sq yards bearing plot # 47, 30th street, Phase vV, DHA, Karachi and personal guarantee of all
the direclors.

10.2 This represents diminishing musharaka facilities for purchase of wehicles. The terms aof the

agreament are of 5 years. The facllity amount is payabla in 60 egual monthly installments ranging
from Rs. 24,642 to 26,592 each and carries markup at the rate ranging from 21.61% to 23.3% per
anum.
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ADVANCE FROM CUSTOMERS

Advance from customers
Less: Current portion

11.1

2015

SAFA TEXTILES LIMITED

2014

Rupees

12,671,623

38,405,265
(11,850,000}

12,671,623

JEES S el

26,555,265

11.1  This represents balance of aggragate amount of advance from customers against export orders

that are adjustable against shipment o them

TRADE AND OTHER PAYABLES

Trade creditars
Accrued expenses

Current portion of advance frem customers

Other payables :

Withholding 1ax payabile
Workers' profits participation fund
Waorkers' welfare fund

Staff provident fund

Workers' profits participation fund
Opening balance

Charge for the year

Interest for the year

Lass: Paymants mada during the yaar

SHORT TERM BORROWINGS

Securad
HIB nk Limi

Export Refinance
Letter of credits
Finance against imported merchandise

i nk Limitad
Finance against foreign bills

Foreign Bills Discounted

Unsacurad
Loan from director

121

131
13.2
13.3

134

13.5

2015 2014
Rupees

143,243,219 BR.B15 715
14,467,005 12,182,261
- 11,850,000

417,839 185,433 |
1,152,709 1,032,762
603,716 603,716
24,435 7,744
2,198,699 1,829,665
159,808,923 114 477 631
1,032,762 852,249
119,947 170.513

1,152,709 1,032,762
110,000,000 97.,000.000
21,883,757 6,643,181
3,370,100 18,369,000
135,353,857 122.012.182

4,404,000 -
58,188,374 .

10,500,000 10,500,000
209,446,231 132,512 182

13.1 This represant facility of loan secured against equitable morgage of Rs. 225 million (June 30,
2014; 162.54 million) over fixed assats of the Company at their factory al Plot no, 26 & 261,
Sector 12-D, Morth Karachi Industrial Area, Karachi. 1st registered / Hypothecation charge of
Rs.320 milllon over movables and receivables of the Company at thair factory. Parsonal guarantas
of all directors and morgagors covering all the facillties. Such other securities as may reasonably
be requested by the bank from time to time. Eguitable morgage over residential property
measuring 2,000 sq, yards bearing Plot # 47,30th street. Phase ', DHA. Clifton Cantonment,
Karachi. In addition, the bank shall have a bankar's llen on all the customer's deposits, accounts
and properties held with Ihe bank Lien over eaport bills. The term of the facility |s 180 days or
maximum as allowed by SBP. This carries markup at 1% per annum over SBP refinance rate.

13.2 This represant facility of Rs 30 million with no cash margin on sight and usuance letter of credit or
as per SBF margin requirement whichever is high secured through lien over impart documents,

export LC, Bills of exchange.

Safa Textiles Limited m— |EI
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13.3 This represant facility of Rs 15 million secured by way of valid trust receipt and pledge of imported
goods undear control of Bank's approved Muccadam

13.4 This raprasent facility of Rs 40 million with 10% cash margin on sight and usuance letter of credit
secured through lien over import documents, export LC, Bills of exchange. The facility was adjusted
subsequeantly from realization of export proceads in July 2015,

13.5 This represants liability on account of foreign bills discountad by banks.

14 CONTINGENCIES AND COMMITMENTS
Contingencies

Thera were no contingaencies axisting at balance sheet date (2014; Nil)

eessssssss—— Safa Textiles Limited a— -:'EI

2015 2014
Commitments Rupees
Raw matenals 37,048,168 32,770,000
Far capital axpenditure . 871,000
Exports of goods 64,880,330 146,102,318
15 SALES - NET
Export sales 621,218,910 728,684,213
Expor rebata 5,170,107 2,991,196
626,389,017 7316754008
Leas: Discount / claims (12,422,608) =
613,966,412 731,675,408
16 COST OF SALES
Raw materials consumed 16.1 330,442,085 308,207 846
Accessorias consumed 46,683,216 81,608,073
Packing matarials consumed 34,882,497 27,060,507
412,007,798 A16,877 426
Manufacturing Expenses
Salaries, wages and other banefits 69,967,701 45 677,207
Cutting and stitching charges 99,288,477 114,725,898
Conversion cost 58,008,972 35,735,214
Slores and sparas 13,674,745 14 046,735
Fuel and powar 13,107,305 15,421,401
Rant, rates and laxes 1,416,500 1,186,600
Repair and maintenance 5,761,203 4,239,924
Water chargaes 5,579,100 403.912
Travelling 1,103,276 2,461 428
Cantean 67,620 56.740
Dapraciation and amaortization 4.4 7,852,671 7,083 147
276,828,570 242,038,206
Waork in process - opaning 20,427,402 36,058,541
- closing {34,549,5586) (20,427.402)
{14,122,154) 15,631,139
Cost of goods manufaciurad 674,714,214 B74,548,771
Finished goods - cpening 72,368,057 43,826,662 |
- closing (68,450,550) (72,388.057)
3,917,507 (28,541,395)
678,631,721 646,005,376
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16.1 Raw materials consumed

Opeaning stock

Purchases during the year
Available for consumption
Closing stock

ADMINISTRATIVE EXPENSES

Directors” remunaration

Salaries and benafils

Printing and stationary

Telephone, talex and postags

Rent, rate and taxes

Canlaan axpanses

Mewspapers, subscription and advertisements
Travelling and convayance

Rapair and maintenancea and servicae charges
Cartification expenses

Computer expenses

Lagal and professional fee

Auditors’ remunearation

Donation

Advances written off

INsurance pramium

Depraciation and amortization

SAFA TEXTILES LIMITED

2015 2014
Rupess
21,629,861 22,064,091
328,046,198 307,773,616
349,676,059 329,837,707
{19,233,974) (21,629.881)
330,442,085 308,207,846
24.1 2,999 B88 2,599,994
171 2471, 777 33,863,842
1,303,911 1,503,872
2,985,879 2,419,692
4,592 796 7HB.674
1,803,798 2,129,500
63,338 49 830
4,494,282 1,686,201
4,990,004 3,047 544
1,452,506 193,965
665,770 508,700
86,375 66.000
17.2 635,150 534,900
17.3 25,000 81,700
84,295 304 983
1,077,286 864,122
4.4 3,365,430 3,035,833
51,803,485 55,029,156

17.1 This includes Company's contribution lowards defined contribution plan amounting o Rs5.30,154
(2014; R5.45,558). The company has sel up provident fund for its employaas and the contributions
wara made to the trust in accordance with the requirament of section 227 of tha Companias

Ordinance, 1984

17.2 Auditors’ remuneration

Audit fea
Half yearly review fee
Other certifications’ fee

Reimbursament of out of pocket expenses

2015 2014
Rupees
450,000 300,000
125,000 125,000
- 50.000
60,150 58,900
635,150 534,900

17.3 Donations were nol made to any doneae in which any director of the company or his/her spouse had

any interast,

DISTRIBUTION COSTS

Salaries and benefits

Shipping and clearing expansas
Paostage and courier

Travalling

Safa Textiles Limited m—m" @

2015 2014
Rupees
2,616,676 1,694,211
26,472,786 12,808,543
. 1,067,110
152,600 1,857 570
29,242,062 17.627.434
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22

23
23.1

23.2

24
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FINANCE COSTS

Markup on short term bomrowings

Interest on Workers' profit participation fund
Markup on Finance laase

Bank charges and commission

OTHER INCOME

Income from financlal assets:
Loss on disposal of Assets
Profit on saving account
Exchange loss on forward booking
Exchange gain/{loss)-nel

Income from non-financlal assats:
Sale of wastage stock

OTHER CHARGES

Waorkars walfara fund
Workears' profil participation fund

PROVISION FOR TAXATION
Current
-far the yaar

-prior yaar

" SAFA TEXTILES LIMITED

s R

2015 2014

Rupaas
22,735,179 9,961,018

119,847 170,513
399,541 3

7,866,402 6,620,935

31,121,068 16,753,370
(1,008,750) :

A 21.818
(3,771,797 "
(3,721,846) 3,566,661

82,130 a5, 456
el £1420,263) 3,683,835

- 803,718

- 603,716
7,383,350 7,546,444
7,383,350 7,546,444

The Company's income is chargeable to tax under Final Tax Regime prescribed under the Income Tax

Ordinance, 2001 and hence tax raconciliation is not being presented.

EARNINGS PER SHARE - BASIC AND DILUTED

Earning per ehare-basic
{Loss)/Profit after taxation

Weighted average number of ardinary sharas

Eamnings per share - baslic

Earnings per share-diluted
There is no dilution effect on the shares of the company (2014:Nil,

RELATED PARTY TRANSACTIONS

{192,635,548) {8,206,152)
Numbers —
4,000,000 4,000,000
Rupess
{48.16) {2.05)

Related parly comprise associales, 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 tha pariad are as follows;

Nature of Transaction Ralationship

with company
Directors’ remuneration Kay 241
Rant for marketing Office managament

personnel
Loan from diractor Diractor

Purchase of accassorias
Commission Expensze
Trada Payable

Associaled company
Associaled company
Assoclated company

2015 2014
Rupees
2,996 888 2,999,004
112,500 450,000
- 10,500,000
42,631,748 12,960,282
3,819,311 .
5,535,603 5,951,181
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24,1 Directors' Remuneration

25

CHIEF EXECUTIVE DIRECTORS TOTAL
2015 2014 2015 2014 2015 20014
Rupaos
Remuneration 800,000 800,000 1,200,000 1.200,000 2,000,000 2,000,000
Other banafits 400,000 400,000 589,888 589,994 299,888 __598.954
Total 1,200,000 1,200,000 1,799,888 1. 799,094 2,999,888 2,998,994
Mumper of persons 1 1 2 2 3 3

FINANCIAL INSTRUMENTS
Financial risk management objectives and policles
Tha Company has exposures 1o the following risks from i1s use of financial instruments:

- Credit risk
- Liguidity nsk
- Markeat risk

The Company's overall risk managemenl programme focuses on the unpredictabiiity of financial markets
and seeks lo mimmize polential adverse effacts on the financial parformance. Overall, risks arising from the
Company's financial assels and liabiliies are limited. The Company consistently manages its exposure o
financial risk without any material change from previocus period in the manner described in notas below,

The Board of Directors has overall responsibility for the astablishment and owversight of Company's risk
management framework. The Board is also responsible far developing and menitoring the Company's risk
management policies.

251 Credit risk

Credit risk is the risk that one pary to a financial instrument will fail to discharge an obligation and
cause the other party to incur a financial loss, without taking into account the fair value of any
collateral. Concentration of credit risk arises when a number of financial Instruments or contracts
are entered into with the same party, or when counter parties are engaged in similar business
activities, or achivities in the same gecgraphic region, or have similar economic features that would
cause their ability to meet contractual obligations to be similarly affected by change in economics,
paolitical or other conditions. Concentration of credit risk indicates thal relative sensitivity of the
Caompany’'s performance to development affecting a particular industry,

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

The carrying amount of financial assets represents the maximum cradit exposure. The maximum
axposure to credit nsk at the reporting date is:

2015 2014
Rupees
Trade dabls - considarad good 5,400,000 1,391,042
Loans and advancas - considered good 24,351,237 28,067,865
Deposits, prapayments and other receivables 24,228,964 12,422 389
Cash and bank balances 6,010,805 5,930,631
59,991,005 57.811.927

g
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The maximum exposure o credit risk at the balance sheet date by geographic region is as fallows:

2015 2014
Rupeas

United States of America 5,400,000 1,391,042

The maximum exposure o credit risk for trade debts and other receivable at the balance sheat date
by type of customer is as follows:

Foreign customars 5,400,000 1,391,042

Subseqguent lo the balance sheet date the Company has received the outstanding balance from
forgign cusiomars.

Impairment losses
The aging of trade dabtors at tha balance sheat date was:

2015 2014
Gross Impairment Gross Impairment
Rupaas HIEE
Mol past due 5 400,000 - 1,391,042 -

Based on assassment conductad of individual customers, the managemant beliavaes that receivabla
falling within the age bracket of up to one year does not require any impairmanl provision other
than to the extent determined above.

Based on past experence, consideration of financial position, past track records and recovenes,
the Company beliavas that trade debts past dus up to one year do not require any impairmant
gxcepl as provided in these financial statements, if any. Mone of the other financial assats are
aithar past due or impairad

The credit quality of Company's liguid funds 1= high since the counter parties are banks with
raasonable axternal cradit ratings.

The credit quality ol company's ligud funds can be assessed with reference to extermal credit
ratings as follows:

2015 2014
Rupees
A 6,010,805 5,845,495
i : 5.647
6,010,805 5,851,142
Liguidity risk

Liguidity risk is the risk that the Company will encounter difficulty in meeting its financial obligations
as they fall due. Liquidity risk anses because of the possibility that the Company could be required
to pay its liabilities earlier than expecled or difficulty in raising funds to meel commitments
associatled with financial liabilitles as they fall due. The Company's approach to managing liquidity
is 1o ensure, as far as possible, that it will always have sufficient liguidity to meet its liabilitias whan
due, under both normal and stressed conditions, withaut incurring unacceptable losses or risking
damage to the Company's reputation.

On the reporting date, the Company has cash and bank balances and unutilized credit linas of Rs
6.01 million (2014 Rs.5.93 million} and Rs. 55.24 million (2014; Rs. 4.99 million).
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The following are tha contractual maturities of financial liabilities, including interest paymeants:

[ ] i E Il

Lang term flnance

Short ternm borrewings including
accruad Markup

Trade and athear paynbles
Unclalmes d dividasnd

Agivance from customers

2015

Carryl ng Contractual Twealve monthe Two to Fiva
Aqreunt cash Mows of less W s
Rupead
9,383,081 99,363,081 13,263,850 86,088,141
211,876,818 211,975,819 211,879,819 -
160,008 823 158,908,823 1586 308, 823 =
4305 4,305 4,205 -
12871823  12.871.823 12,871,823

481,927,760

AA3 D27, TED

Mors than
fMive years

~ a#5, 156,887

2014

R B e T —
Loarsip baarrn Airgarise
ShesT wweim borrowings mnaiuciesy
aGcriset arkup 135,27H 48R 136, 37A 488 135,278 484
Trode aod olbwer poynblos 102,827,831 102,827,831 102,827,831
Linalnim ad divsdonid e LA EY a1k 4 1k E
Advance PO CUBIONGr 38,408,705 38405785 11850000 26555765 20 -

276,415,080 276,415,680 40880424 26,555,205

25.3 Market risk
Markal risk is the risk (hal the value of the linancial instrument may fluctuate as a resull of changes
in markat interest ratas or tha market prica dua to a changa in credit rating of the issuer or tha
instrumant, change in markal sentimanis, spaculative activitias, supply and demand of sacuritias
and ligquidity in the markel. The Company |s expased to currancy risk and interast rate risk

25.3.1  Currency risk
Foreign currency risk is the risk that the value of linancial assel or a liability will fluctuate dus o a
change in foreign exchange rates. It arises mainly where receivables and payables exisl due o
transactions entarad inlo foreign currancies.

25.3.2 Exposure to currency risk

The Company is exposad 1o currency risk on trade debts, sales, trade payables and purchases that
are denominated in a currency other than the raspactive functional currency of the Company. The
currancias in which these transactions ara denominated Is the US Dollars.

The Company's exposure to fareign currency risk 15 as follows:

2015 2014
uUsD (%)
Trade debts 53,097 14,087
Advane from customers (124,598) (261,114}
(71,501) (247,027}
The following significant exchange ratas applied during the year:
2015 2014
l USD to PKR USD 1o PKR
| Rnpnrﬂnldnln rate Avara rate Raporting data rate AnEracpe rala
buying salling buying salling buying aalling buying aalling
101.5 101.7 101.3 101.6 Qg 55 98,75 102.7 102.9
Safa Textiles Limited m—m Annual Report 2015 m——
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Sensitivity Analysis

A 10 percent strengthaning / weakening of the PKR against USD at 30 June would have
decreased / increased post-tax profit by the amounts shown below. This analysis assumes that all
ather variablas, in particular intarast ratas, ramain constant. Tha analysis is parfarmed on the sama
basis for 2014,

2015 2014
Effect on (loss)/profit — Rupeas
USD 10% (19,263,555 {B20,615)

The sensitivity analysis prepared is not nacessarily indicative of the effects an prafit / lass for the
yvaar and asseats and habilitias of the Company.

25.3.3 Interast rate risk

Interest rate risk is the nsk that the fair value or fulure cash flows of a financial instrument wall
fluctuate bacausa of changas in market intarast ratas. Majonty of tha interest rata axposure arises
from short and long term borrowings from banks . At the reparting date, the interast rate profile of
tha Company's interast-baaring financial instrumants was as follows

Carrying amount

2015 2014
Financial liabilltias —————— Rupeas
Variable rate instruments
Long term finance 112,627,041 - |
Short term borrowings 198,946,231 122,012,182 |

311,573,272 122,012,182

Falr valua sansitivity analysis for fixed rate instrumants

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

Cash flow sensitivity analysis for variable rate instruments

A change of 100 basis points in interest rates at the reporting date would have increased
(decraased) profit for the year by the amounts shown below. This analysis assumes that all other
variables, in particular foreign currency rates, ramain constant. The analysis is pedormead on the
same basis for 2014,

Effact on profit and loss

100 bp 100 bp
incraasa dacraasa
As at 30 June 2015
Cash flow sensitivity-\Vanable rate instruments 3,115,733 {3,115,733)
As at 30 June 2014
Cash flow sensitivity-Varlable rate instruments 1,220,122 (1,220,122)

The sensitivity analysis prepared is not necessarily indicativa of the affects an profit for the year
and liabilities of the Company.

25.3.4 Fair value of financial instruments

The carrying values of the financial assets and financial liabilities approximate their fair values. Far
value is the amount for which an asset could be esxchanged, or a liability settled. betwean
knowledgeable, willing partias in an arm's length transaction.

Safa Textiles Limited m— @
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SAFA TEXTILES LIMITED

OPERATING SEGMENTS

These financial statements have bean prepared on the basis of a single reportable segment,

261 Revenus from export sales represents 98 14% (2014 @ 99.59%) of the total revenue of tha
Company.

26.2  AJl non-currant assets of the Company at 30 June 2015 are located in Pakistan.

26.3 CAPITAL RISK MANAGEMENT

The Board's policy is to maintain a strong capilal base so¢ as lo maintain investor, creditor and
market confidence, sustain future development of the business, safeguard the Company's ability 1o
continue as a going concemn in order to provide returns for shareholders and benefit for other
stakeholders and lo maintain an optimal capital structure to reduce the cost of capital. The Board of
Directors monitors the return on capital, which the Company defines as nel profit after taxation
divided by lotal shareholders' equity. The Board of Direclors also monitors the level of dividend o
ardinary sharsholders. There were no changes lo the Company's approach to capital management
during the year and the Company is not subject 1o externally imposed capital requirements,

CAPACITY AND PRODUCTION

The production capacity of the Company cannol be datermined because of processes involved and
vanation in sizes, stylas and taxture of cloth alc

NUMBER OF EMPLOYEES 2015 2014
(Number)
Total number of employees as al June 30 160 151
Average number of employees during the year 156 148
2015 2014
DISCLOSURES RELATING TO PROVIDENT FUND ————— Rupees
(i} Size of the fund 1,110,074 1,049,766
(in Cost of invesiment made - -

(iiiy Percentage of investmeants madea - -
{ivi Fair value of investmenls . -

The figures for 2015 are based on the un-audited financial statements of the provident fund.

DATE OF AUTHORIZATION FOR ISSUE

These financial statements have been authorized for issue on _ 09-10-2015 by the Board of Directors
of the Company.
GENERAL
Figures have baen rounded off to the nearest rupee.
CHIEF EXECUTIVE DIRECTOR
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PATTERN OF SHAREHOLDING
AS ON JUNE 30, 2015

NUMBER TOTAL
OF SHARE SHARES

SHARE HOLDERS FROM HOULDI ML T() HELD

112 | . 08¢ 6,681

i Ll 500 T367TY

13 501 . 1,040 12510

29 1001 ' 3.0 R 430

& a0 - R XYY | 4% 300

5 100,001 130,000 T3

2 [ 30001 i 250,000 374 B0

3 250,001 - RILIREY 1,133, 2040

d HiKEIHI L IRHLT] i B

i GO T30, (M TS A

234 4.0

ADDITIONAL INFORMATION REQUIRED BY SECP

DESCRIPTION NO :;?\E:S Frecontije
| Adsocrated Companics, undenaking amd related parites, NIL
i HWIT andd 1P Ml
1 Dhreciors, CECE and therr spouse wned therr mimor children
P wise detailes),
HAME RSN ATION RELATIOMN
I Syed Nybal Husin | mrecun y T M T4
2 Mrs Farhat hghal [hrsetar Weo. & [ghal Husain 399 300 & 9%
3 Mr. Adnan [gbal Clsel Execuiive Séo. 5. Ighal Tusan A0, B0 .01
i, Sy Tanyg Husain Darcenor Sao. B, gl Hussin 2 LRV 15322
5. Mrs, Seemn Adnan Durcgior Wi Mr. Adnan Tgbal I 146,501 1,60
6 Mrs, Sabeer Tang I wrcciar Wea 5 Tang Fiusain RN Y6l
T Syed Murin Husnin hrector S40. Mt Adnan 1gbal 175,004 434
4 Excoutives MII. ML
5 Pulbdic sceior companics and corporation NIL 1L
i, Jonnt Stock Companigs g 3330 (1,08
7 [anks development financial imsuution non-banking finance mslitutions NIL MIL
ALLIED BANK LTD
% Share lolder holding ten pergent o tore voting imterest in e listed KIL WIL
CURIEYY
9 Gieneral Public INDIVIDLIALS 230 1,413,270 3533
134 4 (L0060 [ O0.00
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i

FORM OF PROXY

Pleasc Quate

Folio Mo, Mo, of Shares Held.

We ol
i full address) heing a mamber of SAFA TEXTILES LIMITED  hereby

appoint af

i Tull address)  or falling  him

aff (full

address) as my - our proxy o altend and vote for my / our behall"ac 3tth Annual Geneeal Meeting of the Company

o he held at 07:00 pam on Friday, 3Mh Oclober, 2015 a1 The Roval Rodale Sports al TC-V, 3Mith Street,

Khayaban-c-Schar, Phase V-Ext. D.H AL Karachi and avany adjourmment thereol,

As wiliess my o our hands this day
G in the presence of
Please AfTix
Revenus stamp
of
Rs. 5.00
(Witness)

{Signature of Member must be in
accordance  with  the  specimen
signatures - registered  with  the
Company)

This torm of proxy, duly completed and signed across revenue stamp of Rs. Five must be deposited at the
Company's regstered office nor less than 48 hours before the time of holding of Annoal General Meeting,
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Registered Office

and Factory

Telephone
Telefax

Website
Email

Plot Mo. 26 & 26/1 Sector 12-D,
North Karachi Industrial Area, Karachi.

(+99221-3) 6995931 - 6980947 - 6945268
(+9221-3) 6958962

Swww safatextile.com
: info@safatextile.com - safatext(@msafatextile.com




