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Auditors' Report to the Members

We have audited the annexed balance sheet of Al Nasr Textiles Limited (*the Company™) as at
30 June 2013 and the related profit and loss account, statement of comprehensive income, cash
flow statement and statement of changes in equity together with the notes forming part thereof,
for the vear then ended and we state that we have obtained all the information and explanations
which. to the best of our knowledge and belief, were necessary for the purposes of our audit.

It is the responsibility of the Company’s management to establish and maintain a system of
internal control, and prepare and present the above sald statements in conformity with the
approved accounting standards and the requirements of the Companies Ordinance, 1984, Our
responsibility 1s to express an opinion on these statements based on our audit.

We conducted our audit in accordance with the auditing standards as applicable in Pakistan.
These standards require that we plan and perform the audit to obtain reasonable assurance about
whether the above said statements are free of any material misstatement. An audit includes
examining on a test basis. evidence supporting the amounts and disclosures in the above said
statements, An audit also includes assessing (he accounting policies and significant estimates
made by management, as well as, evaluating the overall presentation of the above said
staternents. We believe that our audit provides a reasonable basis [or our opinion and. after due
verification. we report that:

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

b} in our opinion:

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

ii) the expenditure incurred during the year was for the purpose of the Company’s business:
and
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i) the business conducted, investments made and the expenditure incurred during the vear
were in accordance with the objects of the Company;

= d) in our opinion and to the best of our information and according to the explanations given to
us, the balance sheet, profit and loss account. statement of comprehensive income, cash tlow
statement and statement of changes in equity together with the notes forming part thereof
= conform with approved accounting standards as applicable in Pakistan. and. give the
information required by the Companies Ordinance, 1984, in the manner so required and
respectively give a true and fair view of the state of the Company’s affairs as at 30 June 2013
- and of the profit, its cash flows and changes in equity for the year then ended; and

€) in our opinion no Zakat was deductible at source by the Company under Section 7 of the
Zakat and Ushr Ordinance. 1980 (XVIII of 1980).
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Lahkore KI'MG Taseer Hadi & Co.
r Chartered Accountants
Date: 09 Qctober 2013 (Bilal Ali)



DIRECTORS’ REPORT TO THE SHAREHOLDERS

AL NASR

The Directors of Al Nasr Textiles Limited are pleased to present the Annual report
along with Audited Financial Statements for the year ended 30 June 2013,

FINANCIAL HIGHLIGHTS

Comparison of Audited result for the year ended June 30, 2013 as against June 30,
2012 is as follows: ;
30.06.2013  30.06.2012
(Rupees) (Rupees)

Sales (Net) 3,384,448,094 3,080,424 417
Gross Profit 509,657,119 317,648,306
Frofit before taxation 315,283,488 126,168 228
Taxation (57,192 147) (57,774,135}
Profit after taxation 258,101,341 68,394,081
Un-appropriated Profit/ (Loss) brought forward 478,560,339 410,166,248
Un-appropriated Profit carried forward 736,681,680 478,560,339
Earnings per Share 7.55 2.00

COMPANY PERFORMANCE

During the year, your Company earned a pretax Profit of Rs. 315,293,488 as against
pretax Profit of Rs. 126,168,226 in the last financial year representing a growth of 150
%. The main factors towards high turnover were better yarn prices and product mix while
maintaining high quality of the company's brand. The gross profit ratio was also higher
than last year. The conversion cost kept on increasing throughout the year owing to
general inflationary trends. The conversion cost increases were offset by achieving
higher production efficiency and higher sale prices of the products. Therefore, your
Company’s was able to produce the result by earning profit after tax of Rs.258,101,341
as compared to last year profit after tax of Rs.68,394,091 which represents 277 % year
on year increase.

The financing cost decreased by 10.76 % as compared to previous year due to lower
markup rates.

AL Nasr Textiles Limited

Head offica: 28 Shadman-11, Lehore, Pakistan, Phone: +92 42-111-888-600 Fax; +82 42-3T575531, 37587577
E-Mall: yarn@pakkuwait.com Web Site: waw.pakkuwait.com
Factory: 5 Km Raiwind - Manga Road, District Kasur. Phone: +82 42-35391141, 35392064 Fax: +52 42-35391140




BALANCING MODERNIZATION & REPLACEMENT (BMR)

AL NASR

During the year under review, our periodic BMR plan continued major improvements
including two sets Drawing Frame SB-D22 & RSB-D45, two sets Roving Frame FL200,
four sets C-70 Cards, two sets cards C-51, one Draw frame RSB-D22, two sets Rieter
Blow room line and one set Jossi Vision Shield. These additions/replacements enhance
production efficiency and are essential for maintaining consistency in quality of our yarn.

FUTURE PROSPECTS

Currently Cotton prices are extremely volatile effarts are being made to procure cotton at
reasonable rates in order to maintain profitability to a reasonable level during the current
year. Due to continuous increase in energy cost and minimum wage announced by the
Government, the production cost of the Company would increase further. The yarn rates
lately have depressed considerably which would adversely impact the profitability of the
year 2013 / 2014,

PATTERN OF SHAREHOLDING

Pattern of shareholding as on 30 June 2013, as required under Section 236(2) (d) of the
Companies Ordinance 1984, is annexed.

AUDITORS

M/S KPMG Taseer Hadi & Co., Chartered Accountants, retire and being eligible, offer
themselves for reappointment as Company's auditors for the year ending 30 June 2014.

ACKNOWLEDGEMENT

The directors acknowledge the efforts made by Company's emplovees at all levels
during the year under review and expect continued endeavors for the achlex»femeni of
improved results in the current year as well.

For and on behalf of the Board of Directors

Lahore (TAR MET-R%E%“

09 October 2013 Chief Executive

AL Nasr Textiles Limited

Head office: 25 Shadman-Ii, Lahore, Pakistan. Phone: +92 42-111-888-600 Fax: 492 42-37575531, 37587977
E-Mail: yarm@pakkuwait.com Wab Site: wew.pakkuwait.cam .
Factory: 5 Km Raiwind - Manga Road, District Kasur. Phene: +82 42-35391141, 35332084 Fax: +92 42-35391140
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Al Nasr Textiles Limited

Profit and Loss Account
For the year ended 30 June 2013

2013 2012
Noie Rupees Rupecs

Sales - net 20 3,348,448,094 3,080,424 417
Cost of sales 21 (2,838,790,975)  (2,762,776,111)
Gross profit 509,657,119 317,648,306
Operating expenses
Administrative expenses 22 {(17,761,654) (14,801,063)
Distribution cost 23 (54,969,806) {46,811,675)

(72,73 1,400) (61,612,738)
Operating profit 436,925,659 256,035,568
Finance cost 24 (110,511,355) (124,176,490)

326,114,304 131,859,078
Other operating income 25 10,563,074 4,635,932
Other operating expenses 26 (21,383,890} (10,326,784)
Profit before taxation 315,293,488 126,168,226
Provision for taxation 27 (57,192,147) (37,774,135)
Profit after taxation 258,101,341 68,394,091
Eamings per share - Basic and diluted 28 7.55 2.00

The attached notes 1 to 34 form an integral part of these financial statements,

e fin
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Al Nasr Textiles Limited

Statement of Comprehensive Income
For the vear ended 30 June 2013

2013 2012
Rupees Rupees
Frofit after taxation 258,101,341 68,304,091
Oither comprehensive income - -
Total comprehensive income for the vear 258,101,341 68,394,091

The attached notes | to 34 form an integral part of these finanecial statements.
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Al Nasr Textiles Limited

Cash Flow Statement
For the year ended 30 June 2013

Cash flows from operating activitics
Profit before taxation
Adjustments for non cash expense and other items;
Depreciation
Finance cost
Laoss on disposal of property, plant and equipment
Provision for bad debis
Interest on worker's profit participation fund
Worker's profit participation fund
Worker's welfare fund
Staff retirement benelits

Profit before working capital ehanges
Effect on cash flow due to working capital changes
(Inerease)idecrease in current assets:

Trade debts

Stores and spares

Stock in trade

Advances depasits, prepayments and other receivables
Increase in current linbilitics:

Trade and other payalbles

Cash generated from operations

Finanee cost paid

Staff retirement benetits paid

Worker's profit participation fund paid
Worker's welfare fund paid

Taxes paid

Wet cash (outflows)inflows from operating activitics

Cash flows from investing activities
Capital expenditure incurred
Sale procecds of property, plant and equipment
Short term investments

Met cash outflows from investing activities

Cash flows from financing activities

Repayment of long term loans

Frogeeds from long term loans

Fayment of finance lease liabilitics

et movement in short term borrowings - secured
Met cash inflowsfoutflows) from financing activities
Inerease in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the yvear

The attached notes 1 to 34 form an integral part of these financial statements.

TP

Lahore Chief Executive

MNote

19

2013 2012
Rupecs Fupees
II5293. 488 126,168,226
68,366,580 63,346,053
110,140,601 122 285.689
2244, 206 [, 455,970
2.800,678 -
670,756 L&90.801
16,721,659 6,751,952
1 418,025 2118862
12,340,691 506,914
215,703,190 206,656,241
530,990,684 33224467
31,298,277 (136,53 1.861)
(11,208,226) 2,532,753
(325.800,038) (21,629.965)
(17.487,746) (6,215,181}
(5.472,339) 703,380
(329.370,122) (161,140,874}
201,626,362 171,683,593
(10%.642,567) {125,731,592)
(15.664,252) (3,297,394)
(7,422,708} (22,682,005}
(2,115,862) (7,900,658)
(27,553,645 {16,634,053)
(165402,034)  (176.245.704)
36,224,528 (4.362.111)
(168, 790,6%6) {70,158, 180)
3,204,827 754,310
(1 1.004,240) (2,343.378)
(176,506,10%) (71,727 448)
(157.8252200] | {142.933.540)
140,022,256 1,500,000
1,379,624 (527.705)
153,114,661 185,850,945
136,691,521 03 898,694
{3,590,260) 17,600,135
35,201,411 17,592,274
31,611,151 35200411

o=

hrector




Al Nasr Textiles Limited
Statement of Changes in Equity
For the year ended 30 June 2013

Share Accumulated
capital profit Total
Rupees--
Balance as at 30 June 2011 342,000,000 410,166,248 752,166,248
Total comprehensive income for the year - 68,394,009 68,304,091
Balance as at 30 June 2012 342,000,000 478,560,339 520,560,339
Total comprehensive income for the year - 258,101,341 258,101,341
Balance as at 30 June 2013 342,000,000 736,661,680 1,078,661,680

The attached netes 1o 34 form an integral part of these financial statements,

Kt i1
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Al Nasr Textiles Limited

Notes to the [inancial statements
For the year ended 30 Jyne 2013

Status and nature of business

Al Masr Textiles Limited (“the Company™) was incorporated in Pakistan in July 2001 as a public limited
company {unguoted) under Companies Ordinance, 1984, The Company is a subsidiary of Pak Kuwair Textiles
Limited, which holds 96.84% of equity, The principal activity of the Company is manufacturing and sale of
100% cotton yarn. The registered address of the Company 15 29-8hadman (1, Lahore, Pakistan.

Statement of compliance

These financial statements have been prepared in accordance with approved accounting standards as applicable
in Pakistan and the requirements of the Companicz Ordinance, 1984, Approved accounting standards comprise
of such International Financial Reporting Standards (IFRSs) issued by the International Standard Board as are
notified under the provisions of the Companies Ordinance, 1984, Wherever the requirements of the Companies
Ordinance, 1984 or directives issued by the Securities and Exchange Commission of Pakistan differ with the
requirements of these standards, the requirements of Companies Ordinance, 1984 or the requirements of the
said directives shall prevail,

Significant accounting policies
3.1 Accounting convention and basis of preparation

These financial statements have been prepared under the historical cost convention except of certain
retirement benetits which are stated at present value and short term investment which are stated at fair
value,

The preparation of financial statements in conformity with approved accounting standards requires
management to make judgments, estimates and assumptions that affect the application of policies and
reported amounts of assets and liabilities, income and expenses, The estimates and associated
assumptions and judgments are based on historical experience and wvarious other factors that are
believed to be reasonable under the circumstances, the result of which form the basis of making the
Judgments about carrving values of assets and liabilities that are not readily apparent from other
sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewsed on an ongoing basis. Revision to accounting
estimates are recognized in the period in which the estimate is revised if the revision affects only that
period, or in the period of revision and future periods if the revision affects both current and future
pericds. The areas where various assumptions and estimates are significant 1o the Company’s financial
statements or where judgments were exercised in application of accounting policies are as follows:

- Residual value and useful life of depreciable assets (note 3.7 & 13)
- Provision for taxation (note 3.3 & 27)
- Staff retirement benefits (note 3.4 & 7.1)

3.2 Standards, Interpretations and amendments to published approved accounting standards

The following standards, amendments and interpretations of approved accounting standards will be
effective for accounting periods beginning on or after 01 July 2013:

Pt Tn



Amendments to TAS 12 — deferred tax on investment properly {effective [or annual periods beginning
on or aller 1 January 20123, The 2010 amendment provides an exeeption to the measurement principle
in respect of investment properly measured using the fair value medel in accordance with [AS 40
Investment Property. The measurement of deferred tax assets and liabilities, in this limited
circumstance, is based on a rebuttable presumption that the carrying amount of the investment property
will be recovered entirely through sale. The presumption can be rebutted only if the investment
property is depreciable and held within a business model whose objective is to consume substantially
all of the asset’s ecconomic benelits over the life of the asset. The amendment has no impact on
financial statements of the Company.

IAS 19 Employes Benefits (amended 2011) - {effective for annual periods beginning on or after |
January 2013). The amended [AS 19 includes the amendments that require actuarial gains and losses to
be recognised immedialely in other comprehensive income; this change will remove the cormidor
method and eliminate the ability for entities to recognise all changes in the defined benefit obligation
and in plan assets in profit or loss, which currently is allowed under IAS 19; and that the expected
return on plan assets recognised in profit or loss is calculated based on the rate used to discount the
defined benetit obligation. The Company’s policy was to account for actuarial gains and losses using
the comridor method and with the change unrecognized actuarial gains amounting to Rs. 3.717 million
at 30 June 20103 would need to be recognized in other comprehensive income.

Presentation of Ttems of Cther Comprehensive Income (Amendments to TAS 1) - (effeetive for annual
periods bepinning on or afler 1 July 2012). The amendments require thal an entily present separately
the items of other comprehensive income thal would be reclassified to profit or loss in the future if
certain conditions are met from those that would never be reclassified to profit or loss. The
amendments do not address which items are presented in other comprehensive income or which items
need to be reclassified. The requirements of other IFRSs continue to apply in this regard. The
amendments have no impact on financial statements of the Company,

Offsetting Financial Assets and Financial Liabilities (Amendments to 1AS 32) — (effective for annual
periods beginning on or after 1 January 2014), The amendments address inconsistencies in current
practice when applving the offsetting criteria in 1A% 32 TIinancial Instruments: Presentation. The
amendments clarify the meaning of ‘currently has a legally enforceabls right of ser-off”; and that some
gross settlement systems may be considered equivalent to net settlement.

(Mfsetting Financial Assets and Financial Liabilities (Amendments to IFRS T} — (effective for annual
periods beginning on or after 1 January 2013). The amendments to [FRS 7 contain new disclosure
requirements [or financial assets and liabilities that are offset in the statement of financial position or
subject to master netting agreement or similar arrangement.

Annual Improvements 2009-2011 {effective for annual periods beginning on or after 1 January
2013). The new cyele of improvements contains amendments to the following five standards,
with consequential amendments to other standards and interpretations:

IAS 1 Presentation of Financial Statements is amended to clarify that only one comparative period —
which is the preceding period — is required for a complete set of financial statements. 1f an entity
presents additional comparative information, then that additional information need not be in the form
of a complete set of financial statements. However, such information should be accompanied by related
notes and should be in accerdance with IFRS. Furthermaore, it clarifies that the “third statement of
financial position’, when required, is only required if the effect of restatement is material to statement
of finanecial position.

TI TRy




3.3

3.4

IAS 16 Property, Plant and Equipment is amended to clarify the accounting of spare parts, stand-by
equipment and servicing equipment. The definition of *property, plant and equipment® in [AS 16 is
now considered in determining whether these items should be aceounted for under that standard, [f
these items do not meet the deflinition, then they are accounted for using LAS 2 Inventories.

[AS 32 Financial Instruments; Presentation - is amended to clarify that 1AS 12 Income Taxes applies to
the accounting for income taxes relating to distributions to holders of an equify instrument and
transaction costs of an equity transaction. The amendment removes a perceived inconsistency belween
[AS 32 and JAS 12,

[AS 34 Interim Financial Reporting is amended to align the disclosure requirements for segment assets
and segment labilities in interim [inancial reports with those in [FRS 8 Operating Segments. TAS 34
now requires the disclosure of a measure of total assets and liabilities for a particular reportable
segment. In addition, such disclosure is only required when the amount is regularly provided to the
chief operating decision maker and there has been a material change from the amount disclosed in the
last annual financial statements for that reportable segment,

[FRIC 20 - Stripping cost in the production phase of a surface mining (effective for annual periods
beginning on or after | January 2013% The interpretation requires production stripping cost in a
surface mine to be capitalized if certain criteria are met. The amendments have no impact on financial
statements of the Company.

Taxation
Current

The charae for cument taxation is based on taxable income at the current rates of taxation after taking
into aceount available tax eredits and rebates, if any,

Deforred

Deferred tax is recognized using balance sheet liability method, providing for temporary difference
between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts
used for taxation purposes. The amount of deferred tax provided is based on the expected manner of
realization or settlement of the carrying amount of assets and liabilities, using the enacted or
substantively enacted rates of taxation.

The Company recognizes a deferred tax asset to the extent that it iz probable that taxable profits for the
foreseeable future will be available against which the asset can be utilized. Deferred tax assets are
reduced to the extent that it is no langer probable that the related tax benefit will be realized. Further,
the Company recognizes deferred tax asset / liability on deficit / surplus on revaluation of property,
plant and equipment which is adjusted against the related deficit / surplus.

Staff retirement bencfits

The Company operates an unfunded gratoity scheme for all its permanent employees subject to
completion of a prescribed qualifying period of service. Provision is made annually on the basis of
actuarial recommendation to cover obligation under the scheme. Actuarial valuation of the scheme is
undertaken at appropriate regular intervals and the latest valuation was carried out at 30 June 2013,
using the "Projected Unit Credit Method",

The amount recognized in balance sheet represents the present value of the defined benefit obligation
as on 30 June 2013 as adjusted for unrecognized actuarial gains and losses,

MGy



3.5

.6

3.7

Cumulative net unrecognized actuarial gains and losses at the end of the previous year which exceed
10% of the greater of the present value of the Company obligations are amortized over the expected
average working lives of the participating employees,

Financial instruments

Financial assets and liabilities are recognized when the Company becomes party to the contractual
provisions of the instruments.

Financial assets are de-recognized when the Company loses control of the contractual rights that
comprise the financial assets.

Financial liabilities are de-recognized when they are extinguished, that is, when the obligation
specified in the contract is extinguished, cancelled, or expired. The particular measurement methods
adopted for various financial instruments are disclosed in the individual policy statements associated
with each item.

Trade and other payables

Trade and other payables are initially recognized at fair value and subsequently at amortized cost using
effective interest rate method,

Property, plant and equipment

Owned

Property, plant and equipment except frechold land and capital work in progress are stated at cost less
accumnulated depreciation and any identified impairment loss. Freehold land and capital work-in-
progress are stated at cost less any identified impairment loss. Depreciation is charged to income by
applving the reducing balance method at rates indicated in note 13 1o these financial statements.

Depreciation on additions to property, plant and equipment is charged on full month basis when asset
is capitalized, while no depreciation is charped in the month of disposal,

Major repairs and maintenance, which enhance the production capacity, quality of the premium
products and increase the life of machinery, are capitalized, whereas, normal repairs and maintenance
are charged to income as and when incurred,

Ciain or loss arising on disposal of assets is included in the other income currently.

Capital work in progress

Capital work in progress are stated at cost less any identified impairment loss and represents
expenditure incurred on property, plant and equipment during the construction and installation.
Transfers are made to relevant property, plant and equipment category as and when assets are available
for use.

Leased

Assets subject to finance lease are accounted for by recording the assets at the lower of present valuc
of minimum lease payments under the lease agreements and the fair value of lease assets acquired.
Depreciation is provided on reducing balance method, on full month basis starting from the month of
capitalization, by using the rates specified in note 13. The finance cost is caleulated at the interest rates
implicit in the lease and are charged to income.

I ML Y



3.8

3.9

311

312

Investments

Investments at fair value through profit and foss gecount

Short term investments in listed securities are classified as investments at fair value through profit and
loss account and are initially recognized at cost. Subsequent to initial recognition these investments are
remeasured to fair value. Fair value represents quoted bid price of the securities, Any resulting gain or

loss in respeet of these investments is recognized in the profit and loss account in the period in which
such gain/loss arises.

Stores, spares and stocks

These are valued at lower of cost or net realizable value.

Cost has been determined as follows:

Stores and spares At moving average cost.

Raw material Al weighted average cost
Work in process At average manufacturing cost.
Finished goods At average manufacturing cost.

Ttems in transit, are valued at cost comprising inveiced value and related expenses,

Met realizable value signifies the estimated selling price in the ordinary course of business less costs
necessary to be ncuwrred in order to make the sale,

Receivables

Receivables are carried at original invoice amount less an estimate made for doubtful debts based on a
review of all outstanding amounts at the vear end. Bad debis are written off when identified.

Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the purpose of cash flow
statement, cash and cash equivalents comprise of cash in hand and bank balances.

Revenue recognition

Revenue represents the fair value of the consideration received or receivable for goods sold, net of
dizcounts and sales tax.

Revenue is recognized when the risks and rewards of ownership are transferred i.e. on dispatch in case
of local sales and on preparation of bill of lading in case of exports and when it is probable that the
economic benefits associated with the transaction will flow to the Company and the amount of
revenue, and the associated cost incurred, or to be incurred, can be measured reliably.

Return on deposits is acerued on a time proportion basis by reference to the principal outstanding and
applicable rate of return.

K4
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3.15

316

Mark up income is acerued on a time basis, by reference 1o the principal outstanding and at the agreed
mark up rate applicable.

Dividend income is recognized when the right to receive payment is established.
Foreign currencics

Foreign currency transactions are converted into Pak Rupees using the exchange rates prevailing on the
date of rransaction while monetary assets and liabilities are converted into Pak Rupees using the
exchange rates prevailing at the balance sheet date. All exchange differences are charged to profit and
loss account,

Borrowing costs

Borrowings and other related costs directly attributable to the acquisition, construction or production
of qualifying assets, which are assets that necessarily take substantial period of time to get ready for
their intended wse, are added 1o the cost of those assets, until such time as the assets are ready for their
intended use. All other borrowing costs are recognized as an expense in the period in which they are
incurred.

Provisions

Provisions are recorded when the Company has a present legal or constructive obligation as a resull of
past events, it is probable that an outflow of resources embodying economic benefits will be required
Lo settle the oblipation and a reliable estimate of the amount can be made.

Impairment losses

The camrying amount of the Company’s assets except for, inventories, investment property and deferred
tax assel, are reviewed at each balance sheet date to determine whether there is any indication of
impairment loss. If any such indication exists, the asset’s recoverable amount is estimated in order to
determine the extent of the impairment loss, if any,

An impairment loss is recognized whenever the carrving amount of an assel or its cash generating unit
exceeds its recoverable amount. lmpairment losses are recognized in the profit and loss.

Impairment losses are reversed when there is an indication that the impairment loss may no longer exist
and there has been a change in the estimate used to determine the recoverable amount. An impairment
loss is reversed only to the extent that asset's carrying amount does not exceed the carrying amount that
would have been determined, net of depreciation and amortization, if no impairment loss had been
charged.

2013 2012
Rupees Rupees
Issued, subscribed and paid-up capital
34,200,000 (2012; 34,200,000} ordinary shares of
Rz, 10 each fully paid in cash 342,000,000 342,000,000

4.1

Pak Fuwait Textiles Limited is the parent company which holds 96.84% (2012 : 96.84%) equity in the
Company.

KM
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Deferred liabilities

Deferred tax liability
Staff retirement benefits

7.1 Staff retirement benefils

Balance as at 01 July
Provision for the year

Pavments made during the year
Balance as at 30 June

7.1.1 Changes in present value of defined
henefit obligation

Present value of defined benefit cbligation
asat 01 July

Current service cost

[nterest cost for the period

Benefits paid during the vear

Actuarial gain on present value of defined
benetit obligation

Fresent value of defined benefit oblization
as at 30 June

7.1.2  Expense recognised in profit and loss
aceount are as follows

Charge for the year has been allocated as follows:

Current service cost
Interest cost for the vear
Liability charged due to application of TAS - 19

7.1.3  Amounts recognized in the balance
sheet are as follows:

Present value of defined

benefit obligation
Unrecognized transitional liability
Unrecognized actuarial gain
Liability as at 30 June

2013 2012
Nore Rupees Rupees
159,468,993 116,957,696
7. 21,600,082 27,923,643
181,069,075 [44 BE].330
27,923,643 22,414,125
12,340,691 8,806,014
40,264,334 31,221,039
(18,664,252} (3,297.3946)
21,600,082 27,923,643
26,511,108 21,898,924
5,518,067 5,364,885
3,446,444 3,065,849
(18,664,252) {3.207.300)
{1,552,947) (321,154)
18,258,420 26,511,108
8,518,067 5,364,885
3,440,444 3,065,849
376,180 376,180
12,340,691 8,806,914
18,258,420 26,511,108
(376,181) (752.362)
3,717,844 2,164,897
21,600,083 27,923 643

7.1.4 Estimated provision during 2014 is expected to be Rs. 153.022 million.

7.1.5  Assumptions used for valuation of the defined benefit scheme for management and non-management staff are as

under:

Dhiscount rate

Expected rate of increase in salary

Average expected remaining working
life time of employees

e T

Per annum
Per annum

Mumber of years

2013

10.5%
9.5%

2012

13%

12%
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2013 2012

Note Rupees Fupees

Short term borrowing = secured
From banking comparies:
Short werm cash finance 507,379,155 347456583
Short term running finaneg: 16,621 480 63 095,783
Finance againsl imparted merchandise 63,802,191 -
Finanee ngainst foreign hill purchase - 21,233,000

SH7.802.826 434,688,106

Currgntly finanee limits available from banks are of K. 1,783 million (2012:R5. 1685 million ). These are scoured
against hypothecation of current assets of the Company amaounting to s 4062 million (2012, Rs, 48% million ), pledge
af stocks and personal guarantees of sl the sponsoring dircctors, Mark up iz charged ranging from 1051 % 1o 13 59 %4
per annune (202 1336 % to 15537 % per atnum.

2013 2012
MNote Rupees Rupees
Current portion ef long term liahilities
Long term loans ) 116352634 135,293 383
Liabilitics against asscts subject to finance lease 0 2,746,159 ad6,057
119,098,793 135,930 442
Trade and other payables
Trade creditors 42,738,680 52,314,254
Acerued ¢xpenscs 68,962,284 62,087, 144
Advanges from customaers 12,987 301 15,574,027
Warkers' profit participation fund o 16,721,659 6,751,952
Warker welfare fund 2,415,025 2118802
Witkholding Lax payable 138,777 324003
143,966,726 139,170,242
11 Waorkers' profit participation fund
Fralance as at 01 July 6,751,952 20,791 204
Provision for the vear 26 14,721,659 6,751,852
Interest for the vear 24 670,756 1,890 801
24,144,367 29,433 657
[ess: Pavments made during the vear TALIT0E 22 6E2.005
Balunee as ul 30 Junc 16,721,659 6. 751,952
Mark up pavable on secured loans
Lomg term loan - seeured 7,134,861 7808120
Short term borrawings - secured 19,372,216 18,100,525
26,507,077 26,009,045

Contingeneies and commitments

12.1

Contingencies

The Company has issued bank gearanise amounting o Ks. 3,77 million in fevour of Exice and Taxation
Officer, Sea Due, Karachi in pursuance of the order of Honorable High Court of Sindh passed on 51st May
21 regarding infrastructure cess. In May 2011 the Suprame Courl disposed off the appeal with ihe joint
atatemnent of the parties thal during pendency of the appeal, Hence the case was referned back to the high court
with the right w appeal o Supreme Court. On 31 May 2011, the High Court granted an interim relief on
application of petitionee on certain terms including dischiarge and return of bank guaraneesssecurity furnished
on assignment released up o 27 December 2006 and any bank guarsnfessecurity furnished for consignment
released after 27 December 2000 shall be in cash o extent of 30% of the guaranieed of scoured amount only
with balange kept intace il the disposal of petition. In case (e Migh Court upholds the applicability of the
Fifth Wersion of the law and its retrogpective application, the authorities are entitlad W claim the amounts doe
urider the said law with the right to appeal svailable o the petitioner,

Commitments

Aggregate amount of bank guarantees issued by banks outstanding as al balence sheet date amounted o Rs
31576 million (2002 RBs, 3001 74 mullion)

Letter of credit for import of plant and machinery, raw material and spares outstanding as at balensce sheed date
amounted 1 Bs, 242 843 million (2012; Ry, 186,868 million).
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17

18

2013 2012

Mare Rupees Rupees
Stores, spares and loose tools
Stores 16,342,671 15,766,858
Spares and loose tools 22,758,663 11,426,230
39,101,334 27,193,108
Stock in trade
Faw material 673,611,721 376,854,821
Wark in process 18,519,485 20,287,797
Finished goods 53,145,073 52,333,623
775,276,279 449 476,241
Trade debts
Foreign debtors - secured considered good 190,545,820 221,898,793
Local debtors - unsecured considered good 58,933,867 01,679 852
Considered doubtful 2,800,678 -
Provizion for doubtful debts (2,800,678) -
85,933,867 91,679,852
279,479,687 313,578,645
Advances, deposits, prepayments and
other receivables
Advances to employees - secured, considered good 171 385,555 1,176,432
Advances to suppliers - considered good 1,009,536 32,249
Security deposits 9,742,300 9,554,000
Sales tax receivable 33,397,886 18,742,872
Advance against letters of credit 1,347,941 2 146,873
Advance income tax 55,910,364 335,160,220
Margin on bank guarantees 3,772,427 2,372,427
Other receivable 2,862,269 1,055,315
108,478,278 90,240,388

17.1 The advances to employees are interest free. Chief Executive and directors have not taken any
advances from the Company (201 2; Rs Nil),

2013 2012
Rupees Rupees
Short term investments
Investment at fair value through profit or loss
[nvestments at fair value through profit and loss account 12,839,512 2,260,053
Fair value adjustment 25 508,306 B3,525
13,347,818 2,343,578

18.1 These securities are held in Faysal Islamic Saving Growth Fund number of units 130,197,215 (2012
22,695 8946) at Rs. market value 13,347 818 (2012; 2,343,578},

W Ty
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Cash and bank balanees

Cash in hand

Cash at bank:
Current accounts
sSavinmg account

191 The markup on savings account iz 6% (20122 6%} per annuin.

Sales - Net

Local
Cottan varn = local
Faw cotton - local

Export
Cotlon varn

Waste sales

Less:  Sales lax
Commission

M3 2012
Note Rupees Rupses
416,776 176,716
J1L,185,675 35,006,448
8, 7o) 8,247
31,611,151 35,200,411
1,627,156,899 || 2,021,607 446
- A0, 592
1,627,156,899 2,025, 04,038
0.1 1,605,237,497 882 898,915
152,196,627 100,808,413
3,384,591,023 3,099.411,366
{17,259,352) {319,159
(18,883,577 {18,667 790)
3,348 448,094 3080424417

201 These include indireet exports, taxable under Scetion 134 ¢3) of the [neome Tax Ordinance, 2001, amounting to Es, 738,630

million (2012 - Rg, 316,260 million ).

Cuost of sales
.0 Cost of goods manufactured

Faw material consumed
Cost ol raw cotton

Salarics, wages and benefirs
Workurs welfare

Power and fuel

Stores and spares consumed
Packing material consumed
Repair and maintenance

Yehicles punning and maintenance

[nsurance
Stafl retirement benelils

Rent, rates, taxes and telephore chasges

Freight charges
Entertainment
Depreciation
Other expenses

Opening stock of work in process

Closing stock of wark in process
Cost al goods manulactured

Opening stock of finished goods
Clasing stock af finished goods

W M T M

213 2012
Merte Rupees Rupees
a2 2,028,202 854 2.063,54435.904
- 300,521
132,416,124 105,158,371
11,592,147 9,737,820
345,192,401 289,151,822
64,535,727 46,126,014
52,857,134 45,283,204
36,022,249 24 064,316
1,875,588 1,757,198
8,460,404 8006410
11,291,504 8,220,374
835475 1.561.271
329,746 448,930
16,959 380,774
P30 67,351,292 (2,406,752
5,348,509 5,645 480
2,867.834,113 2675 843 570
20,237,797 17,402,751
(18,519,485) (20,287.797)
2,869,602,425 2.672.960,504
52,333,623 142,148,830

(83,145,073)

(52,323,627

2,838,790,975

1,762,776,111
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23

24

21.2 Raw material consumed

(pening stock
Purchases

Less: cost of raw cotton
Available for consumption

Closing stock

Administrative expenses

Salaries and other benalils
Traveling expenses

Telephone, postage and telegrams
Fent, rates and (axes

Power and fucl

Printing and stationery

Staff welfare

Entertainment

[nsurance

Fepair and maintenance

Legal amd prefessional charpes
Anditors' remuneration

Wehicle ranning and maintenance
Charity & donation

Subscription foes

StalT retirement benefits
Provizien for doubtiul debls
Depreciation

Orther expenses

21 Auditors’ remuncration

Audit tee
Ot of pocket expense

Mstribution cost

Freight and olher expenses - export
Freight and other expenses - local
Loading and other expenses

Finance cost

Imterest and mark-up on
= long term Ioans
- Finance lease
= short term horrowing

Interest on worker's profit participation fund

Bank charges

WPHG T

2013 2012
Note Rupees Rupses
376,854,821 268,294,715
2,424,959,754  2,176.446,531
801,814,575 2,444,741,244
% (3,940,521
TR01,814,575 2440, 800,725
(673,611,721 {376,854.821)
2128,202,854 2063945 904
0,034,250 4,816,257
164,095 103,508
296,369 118,865
51,140 215217
904,224 043,363
268,029 284,931
407,876 SH0.871
70,341 64,370
105,109 | 35,558
305,637 123,006
600,500 2,010,500
221 289,965 226,700
1,332,788 1002 480
800,000 200,000
309,247 226,023
1,049,187 586,540
2,500,678 3
NN 1015258 939 301
269,896 229,173
17,761,654 14,801,063
200,000 175,500
59,965 61,200
289,965 236,700
36,449,094 28,038,757
13,504,050 13,977,379
4,616,662 3,895,539
54,369,806 46.811,675
38,436,916 A%, 148,591
234,599 211,639
70,926,684 72,433,040
fL ! 67,7560 1,850,801
542,400 452,119
110,811,355 124,176,450
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25

29

013 012

Noge Rupees Fupess
Other operating income
Ciain on sale of scrap/Store items 2a,814 205,431
Bailing 489,958 SHY.246
Gain on Saving Growth Fund % S08,306 83,523
Profit on saving gocount 67,570 43,145
Exchange gain 9,290,426 3,714,585
10,363,074 4./334952
Other operating expenses
Worker's profit participation fund i 16,721,659 (3,731,952
Waorker's wellare fund 2,415,025 L118.EGL
Loss on disposal of property, plant and equipment 2,244,206 1,455,970
21,343,890 10,326,784
Provision for taxation
Current 12,342,2110) 24,464 861
Prior year 2,338,640 (6.690,7 26}
14,680,830 17,774,133
Dreferred 42,511,297 A0,000,H1
87192147 §7.774,135

271 Sinee the Company is sulject to minimum tx under section 1132 of the Tneame Tex Crdinance, 2000, therelors tax chorgs
reconeiliation has not been prepared.

Earnings per share - basic and diluted

Theree is no dilutive effect on the basic carnings per share of the Company, which is bascd on:

213 200z
Profit for the year after taxation Ruprees 258,001,341 6. 3494 091
Weighted average number of ordinary shares Number of shoares 34, 200,00 34,200,000
Earnings per share Ruprees T.55 2.00

Transactions with related party

Related partics comprise Pak Kuwwait Textiles Limited (the Parent Company). Amounts due todfrom related parties have been
diseloged in the respective receivables and payables.

Transactions with Pak Kuwait Textiles Limited during the vear are as [ollaw:

3 iz
Rupees Rupees
Furchase of stares items - 3,503,200
Sale ol stores items - a4, 400
Receiprs - -
Pavments 2417024 -
Zale af yarn 11,568,111 B836,950
Others = -

All rransactions with related party have been carried out an commereial terms and conditions.
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30 Finaneial Instroments
The Cormpitny his exposures to the following risks from its use of Bnancial instrumesnts:

- Credin rizk
- Liguiclity risk
- Market nisk

The Board of Dircetors has overall responsibility for the establishment ard oversight of Company's risk management framework. The Board is also
responsible for developing and monitoring the Companys nsk management policios.

Sk Credit risk

Credit risk represents the aceounting lecs that would be recognized al the reporting dite i7 counterparties Ml complelsly o perform as contrcled
id amses principolly from weade receivables and investment in delin seewnties, Ow of the o) fnancial assers of Re 362 317 million (2012 B3
383 B0 millaon), the finaraial assets which are subjeet 1o credin risk amaunted o Re, 3290 438 mallion (3013 Bs 363 7604 million)

Ta manage cxposure W credil nsk o respect of trade recervables, management performs eredil reviews 1aking into account the customer's
financial position, past experience and ather Tcors, Sales wnders ond credis terms are approved by the tender approval committee. Where
considered necessary, advanee payments are obtained from cerlmin partiss, Export sales made o major sustomers arg secured through letters of
ergdit. Manogement sxpects to recover local and export delis within g masimom time penod of 120 dags.

Concentration of credil risk anses when o number of counter partics arc engaged in similar business activities or ave similas coonomic features
that would cause their abalities to mest contractual obligation 1o be similarly effected by the changes in cconomic, political or gther conditions,
The Company beligves that 11 s not exposed 1o major concentratian of coodit risk.

{i] Exposure to credit risk

The carrying amount of francial assets represents the moximum enedit exposure before amy eredit enhancements. The maximum expasunc 1o
credit risk at the reparting dae s

0LF 201z
Rupees Rupees
Trade delis 279479087 J13ETE G4
Advances, deposit and olher reccivables 18,784,473 15,1640, B
Lank balances 31194375 35,024,695
_ I9ASESIS 363,764,204

The trade debts az al the balance sheel dule are clussified as follows:
Trade debtors ol the balanes sheet date ropresent both domestic panies and export partics,

The maximum exposure o credit rizk before any credit snhancements for trade receivables at the reporting date by tvpe of customer was:

03 0z
Rupees Rupees

Receivables export 190,545,520 221,858,793
Receivables local B, TR, T B30E6,571
Waste receivables 4,965,754 7.693,281

282,250,365 315, 2TR A4S
Lezz: Provision for doubtful debts (2, 800LETE) -

2T A TVLRT I135TR.045
The aging of wade receivable a8 the reporting date is:
Fast dus 1-30 days 155, 500605 113,259,331
Past due 30-180 dayz 111,065,402 L&7, 550,451
Past dwe 180 days =385 days 12,523,500 12,788 853
Mast due 366 & above 2,500,678 -

182180305 313,578,645

Based on post expericnee the managemen) believes that ne impairment allowance is necessary in respect of trade reecivables past due as there are
ressonable grounds o belicve that the amoeniz wall be recoverad in due course of time.

{ii) Credit quality of majoer fnancial nasels

The credi quality of mijor tinoneinl asscts that are acither past dies nor imparred can be assessed by reference to external credit ratings (Qif
available) gr 10 histoncal information about counterpanty default rate:

Hating Rating M3 2012

Banks Shaort term Long term Agency Rupees Rupess
Matonal Bank of Pakistan Al AN JCR-VIS 1,706,921 4,914 da%
Faysal Bank Limnited Al Al PACEA 23302955 10,964 951
Fayzal Bank Barkal Ishumic Banking A+ An FACTA 1,863,959 -
Halsily Bank Limited A+ A JCRIS AN 50 14 578,414
Hank Alfalan Limited Ml A PACEA 659 10,648
Bank Alfalah Limited lslamic Banking Al A PACRA 10,000 -
United Bank Limited A1+ An ICR-WIE 5,544 5,544
IMCE Bank Limiged Al- Py PACEA 331,894 FRETONL
Habib Metropolitan Bank Limited Al A PACEA 1,553 Y36 2ok E8Y

31,194,575 35,024,694
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Liguidity risk

Licgaidhity risk is the risk thiet the Company wall not be able to mest il Goencial obligations as Ueey Fall due. The Company’s approach to managing
liguidity 15 10 crsere as far 25 pocsible 1w always have sufficient liquidity 1o mest s labilines when dee, The Company s not materinlly expossd
to liquidicy risk as substantially all abligations / commimmens of the Company ang short 1emm in natone and are restricted o the extent of wvailahle
liguidity. In addition, the Company has abtained running finanee fzeilities frem various commescial banks 10 meet any deficid, i required 1o meel
the shor term liguidity commitrents.

Marker risk

Markat nsk 15 the risk that changes in markst price, such as foreign exchange rates, imterest rates and egquity prices will ¢ffect the Company's
imeome of the vislue of 115 haldings of financial instruments,

Currency risk

The Company 15 exposed to currensy risk on mmpert of taw matenals and stores and spares and export oF goods mainly denominated in US dollars
and on forcign currency bank accounts, The Comgang's exposure 10 foreign curreney risk for US Dollacs is as follows:

013 iz
Ruprees Rupecs
Farcign debrors 140,545,520 221 898,793
Ciross balance sheel exposere 14h, 545,820 221 ,B98.793
Dutstanding letrers of credil (1,347,541 (2,146,873)
Met exposurne 158,197,579 2LT75.820
The fallowing sigmficant exchange rine has been applied:
Aoeerage mde Reporting date rate
Average rote Reporting date rate
2013 Mz 003 a1z
Rupees Eowpsizs Rupies Fonperes
UED to PER . Q0.5 0846 w2

Semsirivity gealpsis

Ab reponiing date, if the PER had weakened by 10% zgainst the U5 Dallar witl all ether variables held constans, past-tax profit for the year
wold five besn lower by the amount shewn Below, mainly os o result of net forcign exchange gain on tmanshition of foreign currency bank
aceount and foreign creditors,

013 2012
Hupees Eupees
Mo foreign ereditor
Eifercd o preefis o Toss (178,421) [220,672)

L5 Dwollars
The weakening of the PER against LS Dollar would have had an equeal bul opposite impact on the post i Joss S profits,

The sensitivity analysis prepaned iz nol necessarily indicative of e effects on [lass} ! profit for the year and assets [ liabilities of the Company.

I Tea




30.3.2

304

(i

(i)

Interest rate risk

Arthe repoming dace the interest rate profile of the Company's significant interest bearing financial instruments was as Follows:

Effiective rate Carrying amount

2013 012 013 2012
Financinl assets Yo B Rupees Rupees
Finaciol feldiides
Fenrsonhfor rover Instrumonty
Long term loans - secursd 1131 - 14.81 1391 - 16,53 291,296,288 9 25
Slsort lerm |,1|_|r||_1w‘ir|t: = securad 1,51 = 13,55 15336 - 1537 SRR, B0 413 455, 166
Export Refinancc - 13,37 - 1540 ) - 21,233,000

Furir wielne sedsinivi)

The Company does net sccount for any fixed rate finaneial azsets and liabilities a2 fair value through prefit and loss. Therefore 2 change in
inlesest rles gt the reporting diste would nod wffect profis and loss pecount.

Cash flaw seesivivity anelesix for vprinble erte instrgmienis

A chunpe of 100 basis poinls in interest Tates at the reporting dodc would have increasedf decreased) profit for the yenr by the amowents shown
belew, This analysis ussumes that afl other variables, in paricular forcign curreney rates, remain constant. The analysis 15 performed on the same
Taazis for 2012

Frofif nne Doss 100 1y

Incrense Drecrease
Rupees Rupres
Asat 30 June 2013
Cash Mlosw senzitsviy=Yanable cate financial Babilities §,790, 561 (8,700,991}
At sl 300 June 20019
Cash Mow senzitivity=-Yariable cate financial lakilitizs 7 4ET 5 (TART A

The sensitivity analvsis prepared 15 not necessarily indicative of the affects an loss for the year and assets ¢ labilities of the Company.

Capital managoment

The Bonrd's policy is o maintain an cfficient capital base 50 as o maimain investor, creditor and marker confidence and o sustuin the future
development of its business. The Board of Directors monitors the geturm o capital emploved, which the Company defines as operating income
divicked by totul capatal smploved. The Board of Directors alse monttors the level of dividends to ordinary shareholders.

The Compuny's ebjectives when managing capital are:

To safeguard the entity's alulity 10 conlines wsa BN, CORGErT, S0 Thath at iwm conlinme 1K provide reiurns Mar shareholders and Benefiiz for other
stakizholders, and

To provide an adequate retwrn 10 sharchalders,

The Company manages the capital strueture tn the context of economie conditions and the tisk characteristios of the underlying assels |n osder
o maintain or adjest the capital structure, the Compamy migy, for example, adjust the amount of dividends pid to shareholders, 1ssue vew shares,
or =zl assets to reduce deh

The Company monitors capital on the basis of te deb-1o-equity ratio - caleulated as a ratie of total debd o equity.

2003 22
Rupees Fupaes
Total dekd 245,354,114 3L R0T A58
Total equity and dek 1,374,045, T8 1,132,367 797
Dreb-tegquity mtio 2% 28%

The decrense incthe debt-to-equity ratio in 20103 resulted primanly dug to repayment of Borrowinges obtained by the Company

Meither there were any changes in the Company’s approach o capial management duning the year nor the Company 15 subject o externally
impased capital requirements.
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Plant capacity and actual production
Spinning Linit 2013 2012
Mumber of spindles installed Mo, 41,376 41,370
Plant capacity on the basis of utilization
converted inta 20s count Kgs 15,156,199 13,156,199

Actual production converted into 20s count Kgs 15,726,915 16,754,806
It is difficult to precisely describe production capacity and the resultant production converted into base count in
the textile industry since it fluctuates widely depending on various factors such as count of yarn spun, raw
material used, spindle speed and twist, picks ete. [t would also vary accordingly to the pattern of production
adopted in a particular year.
Date of authorization for issue
These financial statements were authorized for issue on by the Directors of the Company.
General
341 Figures have been rounded off 1o the nearest rupees.
34.2 Corresponding figures have been re-arranged, where necessary lor the purpose of comparison.

At A

Lahore Chief|Executive Director



