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We aim at seeing our mills to be a model manufacturing unit producing high quality yarn by complying
with the requirements of Quality Management System and continuously improving its effectiveness
for total customers' satisfaction. We wish to play a leading role in the spinning sector by keeping a

substantial presence in the export and local markets.

1. To install state of the art machinery and to acquire sophisticated process technology to
achieve maximum growth in a competitive quality environment.

2. To make strenuous efforts to enhance profitability of the mills ensuring a fair return to the
investors, shareholders and employees of the company.

3. To exercise maximum care for improvement of quality of our products by employing a team
of highly skilled technicians and professional managers.

4, To strive hard to explore new customers for the sale of our products in export and local markets.
B. To improve customers' satisfaction level by adhering strictly to quality requirements of our
customers in local and export markets and by improving communications with customers

for receiving prompt feed backs about quality of our products.

6. To attend and prompt resolution of customers' quality complaints by taking timely
corrective measures.

7. To improve logistic facilities for our customers dispatch programme and issue all shipments
/ delivery documents well in time.

8. To make comprehensive arrangements for the training of our workers / technicians.
9. To promote team work, sense of transparency, creativity in our professionals and technical
people.




Shahzad Textile Mills Limited has laid down the following business ethics and principles, the
observance of which is compulsory for all the directors and staff members of the company in the
conduct of company's business in order to protect and safeguard the reputation and integrity of the
company at all levels of its operations. Any contravention of these ethics is regarded as misconduct.
The company will ensure that all the executives and subordinate staff members are fully aware of
these standards and principles.

1. Conflict of interest

All staff members are expected not to engage in any activity which can cause conflict between their
personal interests and company's interests, such as;

a. In effecting the purchases for the company and selling its products the directors and the staff
members are forbidden from holding any personal interest in any organization supplying goods
or services to the company or buying its products.

b. The staff members should not engage in any outside business while serving the company.

C. Staff members are not permitted to conduct personal business in company's premises or use
company's facilities for the same.

d. If a staff member has direct or indirect relationship with an outside organization dealing with
the company he must disclose the same to the management.

2. Confidentiality

All staff members are required not to divulge any secrets / informations of the company to any outsider
even after leaving the service of the company unless it is so required by a court of law. During the
course of service in the company they should not disseminate any information relating to business
secrets of the company without the consent of management.

3. Kickbacks
All staff members are strictly forbidden not to accept any favaur, gifts or kick backs from any organization

dealing with the company. In case if such a favour is considered, in the interest of the company, the
same should be disclosed clearly to the management.

4. Proper Books of Account

All funds, receipts and disbursements should be properly recorded in the books of accounts of the
company. No false or fictitious entries should be made or misleading statement pertaining to the
company or its operations should be issued. All agreements with agents, dealers and consultants
should be made in writing supported with required evidence.




5. Relationship with government officials suppliers, agents etc.

The dealings of the company with Government officials, suppliers, buyers, agents and
consultants of the company should always be such that the integrity of the company and reputation

is not damaged. Members having queries in connection with how to deal with these requirements
should consult the management.

6. Health and Safety

Every staff member is required to take care of his health and safety and of those working with him.
The management is responsible for keeping its staff members insured as per government rules and
regulations.

7. Environment
To preserve and protect the environment all staff members are required to operate the company's

facilities and processes so as to ensure maximum safety of the adjoining communities, and
strive continuously to improve environmental awareness and protections.

8. Alcohol, Drugs
All types of gambling and betting at the company's work places are strictly forbidden. Also bringing
alcohols or drugs inside the work places are not allowed. If any staff member, not abiding by these

prohibitions will attract disciplinary as well as penal action.

9. Coordination among staff members to maintain discipline

All staff members will work in close coordination with their co-workers, seniors and colleagues. Every
member will cooperate with other members so that the company's work could be carried out effectively
and efficiently. All cases of non-cooperation among staff members should be reported to the
management for necessary and suitable action. Strict disciplinary action will be taken against those
staff members who violate the rules and regulations of the company.

10. Workplace harassment

All staff members will be provided an environment that is free from harassment and in which all
employees are equally respected. Work place harassment means any action that creates an
intimidating, hostile or offensive environment which may include sexual harassment, disparaging
remarks based on gender, religious, race or ethnicity.




2012 2011 2010 2009 2008 2007
Rupees in Thousand
Sales 4,513,244 3,116,385 2,223,397 1,190,419 1,100,181
Gross Profit 345286 389,170 346,644 125,216 52,107 62,474
Profit/(Loss) before Taxation 200,474 164,838 (55,491) 4,178 (27,954)
Provision for Tax (68,359) (22,447) {2,539) (4,847) 1,535
Profit/(Loss) after Taxation 132,115 142,391 {58,030) {669) (26,149)
Total Assets 1,971,948 1,857,692 1,675,246 1,146,849 977,927
Current Liabilities 413,192 367,594 326,444 383,904 235,258
1,558,757 1,490,098 1,348,802 762,945 742,669
Represented By :
Equity & Surplus 4 1,108,167 981,374 798,867 504,918 410,731
Long Term Loans & Leases 190,162 282,750 334,641 152,225 230,742
Deferred Liablities 247‘144 260,427 225974 215,294 105,801 101,196
1500882 1,558,757 1,490,098 1,348,802 762,045 742,669
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This statement is being presented to comply with the Code of Corporate Governance contained in
Regulation No.35 of Listing Regulations of the Exchange for the purpose of establishing a
framework of good governance, whereby a listed companyis managed in compliance with the best
practices of corporate governance.

The Companyhasappliedtheprinciplescontainedinthe CCGinthefollowingmanner:

1.

The company encourages representation of independent non-executive directors and
directorsrepresentingminorityinterestsonitsboard ofdirectors. Atpresenttheboardincludes:

Category Names

Independent Director 1. Mr. Naveed Sheikh

Non-Executive Director Mian Parvez Aslam

Executive Director 2. Mr. Imran Aslam
-do- 3. Mr. Humayun Bakht
-do- 4. Mr. Rashid Ahmad
-do- 5. Mr. Hassan-ud-Din Ansari
6.
7.

-do- Mrs. Nazish Imran

Theindependentdirectormeetsthecriteriaofindependenceunderclause | (b)ofthe CCG.

Thedirectorshave confirmedthatnone ofthemisservingas adirectoron morethanseven listed
companies,includingthis company.

All the resident directors of the company are registered as taxpayers anhd none of them has
defaultedinpaymentofanyloantoabankingcompany,aDFloran NBFI.

Two casual vacancies occurring on the board were filled up by the directors within 15 (fifteen)
days.

The company has prepared a “Code of Conduct” and has ensured that appropriate steps have
been taken to disseminate it throughout the company along with its supporting policies and
procedures.

The board has developed avision/mission statement, overall corporate strategy and significant
policies of the company. A complete record of particulars of significant policies along with the
datesonwhichtheywereapproved oramendedhasbeenmaintained.




10.

11.

12.

13.

14.

15.

16.

17.

18.

All the powers of the board have been duly exercised and decisions on material transactions,
including appointment and determination of remuneration and terms and conditions of
employment of the CEO, other executive and non-executive directors, have been taken by the
board/shareholders.

The meetings ofthe board were presided overbythe Chairman and, in his absence, by adirector
elected by the board for this purpose and the board met at least once in every quarter. Written
notices of the board meetings, along with agenda and working papers, were circulated at least
seven days before the meetings. The minutes of the meetings were appropriately recorded and
circulated.

Theboardarrangedtraining programsforone ofthe directorsduringtheyear.

Nonewappaintments of CFO, Company SecretaryandHead of Internal Audit, were made during
the year. The board has, however, ratified their appointments including their remuneration and
termsand conditions ofemployment.

The directors’ reportforthis year has been prepared in compliance with the requirements ofthe
CCGandfullydescribesthesalientmattersrequiredtobedisclosed.

The financial statements of the company were duly endorsed by CEO and CFO before approval
oftheboard.

The directors, CEO and executives do not hold anyinterestin the shares of the company other
thanthatdisclosedinthe pattern ofshareholding.

The company has complied with all the corporate and financial reporting requirements of the
CCG.

The board has formed an Audit Committee. It comprises three (3) members, two of whom are
non-executive directors and the chairman of the committee is an independent director.

The meetings of the audit committee were held atleast once every quarter prior to approval of
interim and final results of the company and as required by the CCG. The terms of reference of
the committee have beenformed and advisedtothe committeeforcompliance.

The board has formed an HR and Remuneration Committee. It comprises three {3) members,
two of whom are non-executive directors and the chairman ofthe committeeis anindependent
director.

The board has set up an effectiveinternal audit function whichwas dulyreviewed and ratified by
the Audit Committee and approved bythe Board of Directors ofthe Company.




19.

20.

21.

22.

23.

Dated Beptember 28, 2012

The statutory auditors of the company have confirmed thatthey have been given a satisfactory
rating underthe quality control review program ofthe ICAP, thatthey orany ofthe parthers ofthe
firm, their spouses and minorchildren do nothold shares of the company and thatthe firmandall
its parthers areincompliance with International Federation of Accountants (IFAC) guidelines on
codeofethicsasadoptedbythe |ICAP.

The statutory auditors or the persons associated withthem have not been appointed to provide
otherservices exceptinaccordance with thelistingregulations and the auditors have confirmed
thattheyhave observed|IFACguidelinesinthisregard.

The ‘closed period’, prior tothe announcement of interim/final results, and business decisions,
which may materially affect the market price of company’s securities, was determined and

intimatedtodirectors, employeesandstockexchange(s).

Material/price sensitive information has been disseminated among all market participants at
oncethroughstockexchange(s).

We confirmthatallothermaterial principlesenshrinedinthe CCGhavebeencomplied with.

IMREAN ABLAM
Chief Bxeoylive




We have reviewed the Statement of Compliance with the best practices contained in the Code of
Corporate Governance prepared bythe Boardof Directors of SHAHZAD TEXTILEMILLSLIMITED,
to comply with the Listing Regulations of the Karachi Stock Exchange and Lahore Stock Exchange
respectively, wherethe Companyislisted.

The responsibility for compliance with the Code of Corporate Governance is that of the Board of
Directors of the Company. Ourresponsibility is to review, to the extent 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 of Corporate Goverhance and report if it does not. A
review is limited primarily to inquiries of the Company personnel and review of various documents
preparedbythe Companytocomplywiththe Code.

As part of our audit of financial statements we are required to obtain an understanding of the
accounting and internal control systems sufficient to plan the audit and develop an effective audit
approach. We have not carried out any special review of the internal control system to enable us to
express an opinion as to whether the Board’s statement on internal control covers all controls and
the effectiveness ofsuchinternalcontrols.

Further, Sub-Regulation (xiii) of Listing Regulations 35 notified by The Karachi Stock Exchange
(Guarantee) Limited vide circular KSE/N-269 dated January 19, 2009 requires the Company to
place before the board of directors for their consideration and approval related party transactions
distinguishing between transactions carried out on terms equivalenttothose that prevailinarm’s
length transactions and transactions which are not executed at arm’s length price recording proper
justification for using such alternate pricing mechanism. Further, all such transactions are also
requiredtobeseparatelyplaced beforethe auditcommittee. We are onlyrequired andhave ensured
compliance of requirement to the extent of approval of related party transactions by the board of
directors and placement of such transactions before the audit committee. We have not carried out
anyprocedurestodetermine whethertherelated partytransactions wereundertakenatarmslength
price ornot.

Based on our review, nothing has come to our attention which causes us to believe that the
Statement of Compliance does not appropriately reflect the Company’s compliance, in all material
respects, with the best practices contained in the Code of Corporate Governance as applicable to
the Companyfortheyearended June 30,2012.

HORWATH HUSS
4
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Notice is hereby given that the Thirty Fourth Annual General Meeting of the Shareholders of
SHAHZAD TEXTILE MILLS LIMITED will be held at Company's Registered Office, 19-A, Off. Zafar Ali Road,
Gulberg-V, Lahore on Tuesday, October 30, 2012 at 12.15 p.m. totransact the following business:

ORDINARY BUSINESS:

1. Toreceive, consider and adopt the Audited Accounts of the Company for the year ended June 30, 2012
together with the Directors’ and Auditors’ Report thereon.

2. Toapprove and declare the payment of Final Cash Dividend @ 10.00% i.e. Rs.1.00 per share of Rs.10/-
each as recommended by the Board of Directors.

3. To appoint auditors for the ensuing year June 30, 2013 and fix their remuneration. The present auditors
M/s Horwath Hussain Chaudhry & Co., Chartered Accountants, retire and offer themselves for re-
appointment,

SPECIAL BUSINESS

4. To consider and if deemed fit, to pass the following resolution, with or without modification, addition or
deletion, as a Special Resolution in term of Section 208 of the Companies Ordinance, 1984.

“RESOLVED that the Company be and is hereby authorized in terms of Section 208 of the Companies
Ordinance, 1984 to provide loans and advances to the extent of Rs. 100.000 million (Rupees one
hundred million only) as and when deemed appropriate, to be adjustable/repayable within a period of
one year to Sargodha Jute Mills Limited, an associated company at the mark up rate of 3 months KIBOR
plus 3% per annum to be determined on 1st day of each quarter. The mark up will be paid quarterly.”

“*RESOLVED FURTHER that the Chief Executive of the Company be and is hereby authorized to take

and/or cause to be taken and do necessary actions, deeds and things including signing of any
documents for carrying out the purposes aforesaid and giving full effect to this resolution.”

By order of the Board

Place: Lahore (HASSAN-UD-DIN ANSARI)
Dated: September 29, 2012 Company Secretary
NOTES:

1. The Share Transfer Books of the Company will remain closed from October 23, 2012 to October 30,
2012 {both days inclusive). Transfers received in order at Share Registrar Office of the Company,
Hameed Majeed Associates (Pvt.) Limited, H.M. House, 7- Bank Square, Lahore by the close of
business 22nd October, 2012, will be treated in time for the entitlement of dividend to the transferees
and to attend the meeting.

2. A member entitled to attend and vote at this meeting may appoint another member as his/her proxy
to attend and vote instead of him/her.

3. The instrument appointing a proxy and the power of attorney or other authority under which it is
signed or a notarially attested copy of the power of attorney must be deposited at the Registered
Office of the Company at least 48 hours before the time of the mesting.




Members are requested to submit declaration for zakat on the required format and to advise change
in address, if any.

Members are requested to send copies of their Computerized National Identity Cards (CNICs) to the
Company’s Independent Share Registrar, M/s Hameed Majeed Associates (Pvt.) Limited, H.M.
House, 7- Bank Square, Lahore to enable the Company to comply with the direction of the
Securities and Exchange Commission of Pakistan contained in SR0O-831(1)/2012, Dated 05 July,
2012 for mentioning of CNIC Number of the Shareholders on the Dividend Warrants to be issued for
Final Cash Dividend @ 10% announced by the Company.

CDC Account Holder will further have to follow the under-mentioned guidelines as laid down in

Circular No.1 of 2000, dated 26th January, 2000 issued by The Securities and Exchange Commission

of Pakistan.

For Attending the Meeting

a. In case of Individuals, the account holder and/or sub-account holder and their registration details
are uploaded as per the CDC Regulations, shall authenticate his/her identity by showing his/her
original CNIC or, original Passport at the time of attending the Meeting.

b. In case of corporate entity, the Board's resolution/power of attorney with specimen signature of
the nominee shall be produced {unless it has been provided earlier) at the time of the Meeting.

For Appointing ProXies
a. Incase of individuals, the account holder and/or sub-account holder and their registration details
are uploaded as per the CDC Regulations, shall submit the proxy form as per above

requirements.

b. The proxy form shall be withessed by two persons, whose names, addresses and CNIC number
shall be mentioned on the form.

c. Aftested copies of the CNIC or the passport of beneficial owners and the proxy shall be
furnished with the proxy form.

d. The proxy shall produce his original CNIC or original passport at the time of the Meeting.

e. In case of corporate entity, the Board's resolution/power of attorney with specimen signature
shall be furnished (unless it has been provided earlier) along with proxy form to the Company.




This statement sets out the material facts pertaining to the special business to be transacted at the Thirty Fourth
Annual General Meeting of the Company to be held on October 30, 2012,

Loans and Advances to Associated Company

Sargodha Jute Mills Limited is a Public Limited Company having assets of Rs.1,592.571 million with Paid-up
Capital of Rs.224.570 million. The Company has reserves/un-appropriated profits amounting Rs.373.613 million
as on 30-06-2012. The Company manufactures and deals in all types of Jute Products. The Directors of the
Company intend to provide loans and advances of up to Rs.100.000 million to the Associated Company at such
time at terms and conditions mentioned as the Chief Executive may think appropriate in the interest of the
Company. The information required Regulation 3 (1) (b) of the Companies (Investment in Associated Companies
orAssociated Undertaking Regulations, 2012 is given below:-

() Name of Associated Company and criteria Sargodha Jute Mills Limited (SJML).
based on which the associated relationship The Company holds 36.16% shares of SIML.
is established;

(i) The amount of loans and advances; Up to Rs.100.000 million.

{iii) The purpose of loans and advances and its The purpose of short term loans and advances is to earn
benefits likely to accrue to the Company and better return. The investing company and its shareholders

its shareholders; will be benefited in a manner that their investment will fetch a
return of 1% above the prevailing short term barrowing rate

from banks.
{(iv) The complete detail of any loan has already In the annual general meeting held on October 29, 2011, the
been granted to the associated company; shareholders approved loan and advance to the extent of

R¢.100.000 million {Rupees one hundred million only) to
Sargodha Jute Mills Limited. However, during the year 2011-
2012 noloans and advances were made.

(v) A brief about the financial position of the Net Sales Rupees 2,473.423 Million
investee company on the basis of its latest Equity-Net Rupees 508.182 Million
financial statements for the year ended Long Term
30-06-2012; Financing Rupees 12.250 Million

Current Assets Rupees 786.285 Million

Total Assets Rupees 1,592.571 Million




(vi) Average borrowing cost of the Company;

(vii) Rate of mark up to be charged;

(viii)Sources of funds from where loans or
advances will be given;

{(ix) Particulars of collateral security to be
obtained against loan to the borrowing
company, if any;

(x) Repayment Schedule;

(xi) Salient feature of all agreements entered or
to be entered with the asscciated company
with regards to proposed investment.

(xii) Direct or indirect interest of directors,
sponsors, majority shareholders and their
relatives, if any, in the associated company
or associated undertaking or the transaction
under consideration;

The rate of mark up of average short term borrowings of the
Companyis 3 months KIBOR plus 2%.

Mark up will be charged on loans and advances atthe rate of
3 months KIBOR plus 3% per annum to be determined on
1stday of each quarter.

Loans and advances will be given out of the Company’s own
funds.

No security is considered necessary as both the companies

are associated companies.

The loans and advances are adjustable within a period of
twelve months. The mark up will be payable quarterly.

Loans and advances will be for period of one year. The mark
up will be 3 months KIBOR plus 3% to be paid quarterly.

The Directors, sponsors and majority shareholders do not
have any interest except to the extent of their shareholdings
in the associated company. Some of them are director of the
associated company. The shareholdings of Directors,
sponsors and majority shareholders in associated company

are as under:-

Name No. of Shares
Mian Parvez Aslam 722,120
Mrs. Fakhra Parvez 255,500
Mr. Imran Aslam 4 379,515
Mr. Irfan Aslam 4,379,515
Mian Shahzad Aslam 2,144,576
Mian Sajjad Aslam 528,794

The associated company holds 14,990 Shares of the
Company and its directors and sponsors are also
shareholder/director of the company.




Other information to be disclosed to the members

In the Annual General Meeting held on October 29, 2011, the sharesholders approved loans and advances to the
extent of Rs.100.000 million (Rupees one hundred million only) in Sargodha Jute Mills Limited. However, during
the year no investments were made as the funds were not required by Sargodha Jute Mills Limited at any time
during the year 2011-2012.

The directors submit that they have carried out necessary due diligence for the proposed investment in the
associated company.

The duly signed recommendation of the due diligence report and the audited financial statements of the
associated company shall be available forinspection of the members in the general meeting.

E]  SHAAD TRl e




On behalf of the directors, it is my great pleasure to present the thirty four th (34) annual report together with
audited financial statements of the company and auditors’ report thereon for the year ended June 30, 2012 which
reflects the affairs of the company.

Financial and operational performance

The financial results of the company with comparison of last year's results are summarized below:

2012 2011
Rupees
Profit before Taxation and Share of Associated Undertaking 129,265,518 178,706,526
Share of net profit of associated undertaking 13,957,753 : 21,767,126
Profit before Taxation 143,223 271 200,473,652
Taxation {25,828 590) (68,359,107)
Profit after Taxation : 132,114,545

The briefly summed picture of financial data exhibits pre-tax profit of Rs.129.266 million as compared to last
year's pretax profit of Rs.178.707 million.

The current decrease in profit with comparison to corresponding year 30-06-2011 is attributed to temporary shut
down of two units of the company for one and half month in the first quarter of financial year. The management
foreseeing negative effects on profitability due to high rates of raw material took this prudent decision. Resultantly
yam sales and profitability of the company are affected but saved the company from major loss. The high mark
up rates of financial institution on inoperative pledged stocks and laying off technical and supervisory labor with
50% payment of salaries inidle period also left adverse impact on the financial results.

Earnings per Share

The earnings pershare for the yearis Rs.6.53 as compared to earning of Rs.7.59 per shareinthe preceding year.
Dividend

According to dividend payout strategy, the management wishes to pay return from the company’s earning tothe
shares holders. Accordingly, the Board of Directors have declared 10% final cash dividend.

Future Prospects

Future prospects of textile sector undoubtedly are very bright but it depends directly onh cotton crop size, its yield
and quantity as cotton is the main raw material for the manufacturing of yarn.

In order to confront tough competition the Government must restructure its policies ensuring uninterrupted supply
of gas and electricity to the spinning Industry around the year. Unless the energy requirements of the industry are
met, this sector will lack competition in the international markets.

Presently the local and international markets are very favorable, but in the winter season when the gas supply is
shut down for 2-3 months and electric load shedding is increased the productivity of spinning sector is greatly
eroded. Butin spite ofthese adversities we are hopeful to achieve favorable financial results in the time to come.

The management is continuously working over expansion plan and upgrading our machinery of present units to
improve our quality of product and meet the increasing requirement of our quality yam.




We have opened letters of credit for import of two Schlafhorst Autoconers and two sets of Roving Frames which
shall be part of our machinery in the coming period.

1ISO 9001-2008 Certification

The Company continues to operate the high standard of quality and had obtained latest version of ISO 9001-2008
Certification which is renewed after a detail verification that quality control system is being effectively
implemented. The guality control certification helps to build up trust of new customers and strengthen the
confidence of our old clients.

Related Parties

Thetransactions between the related parties were made at arm's length prices determined in accordance with the
comparable uncontrolled price method. The company has fully complied with the best practices of the transfer
pricing as containedin the Listing Regulations.

Corporate and Financial Reporting Framework

a) The financial statement prepared by the management of the Company, present fairly its state of affairs, the
results of its operations, cash flows and changes in equity.

b) Properbooks of account for the Company have been maintained.

c) Appropriated accounting policies have been consistently applied in preparation of financial statements and
accounting estimates are based on reasonable and prudent judgment.

d) International Financial Reporting Standards as applicable in Pakistan have been followed in preparation of
financial statements.

e) The system of intemnal control is sound in design and has been effectively implemented and monitored. The
process of review will continue and any weakness in control will be removed.

f) There are no significant doubts upon the company’s ahility to continue as going concern.

g) There has beennomaterial departure from the best practices of the code of corporate governance as detailed
in the listing regulations.

h) Keyoperatingand financial data for last six years is annexed.

[) The Board arranged a training program for one of its directors during the year. The training was provided
by the Pakistan Institute of Corporate Governance and the training is titled “Corporate Governance
Leadership Skills Programme”.

i) Therearenooverdue taxes and levies as on June 30, 2012.

k) The Form 34 and Pattern of Shareholding as on June 30, 2012 as required by the section of 236 of the
Companies Ordinance 1984 and Code of Corporate Governance in annexed with this report.

1) Thecompanyhas adopted practices of Corporate Governance as per listing regulations of stock exchange.

m) No material change of commitment affecting financial position occurred between June 30, 2012 and date of
directors’ report.

n) Notradesinthe shares ofthe Company carried out by the Directors, CEO, executives and their spouses and
minor children.

0) The Company operates an unfunded gratuity scheme covering its permanent employees. Employees are
eligible for benefits under the gratuity scheme after completion of one year of continuous service.
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Board of Directors Meetings

During the period under review, eleven meetings of the Board of Directors were held from July 1, 2011 to June 2012.
The attendance of the Board members was as follows:

Name of Directors No. of Meetings Attended
Mr. Imran Aslam 11
Miah Parvez Aslam 09
Mr.Rashid Ahmad 11
Mr.Humayun Bakht 11
Mr.Hassan-ud-din Ansari 11
Chaudhry Hakim Ali {resighed on 15-05-2012) 08
Lt.Col.{R) Abdul Qayyum (resigned on 15-05-2012) 08
Mr.Naveed Sheikh (appointed on 15-05-2012) 02
Mrs. Nazish Imran (appointed on 15-03-2012) 02

Audit Committee

The Board of Directors in compliance of Code of Corporate Governance has established an Audit Committee and
the following directors are its members.

Mr. Naveed Sheikh Chairman
Mrs. Nazish Imran Member
Mr. Rasheed Ahmed Member

The Audit committee actively reviews the adequacy and effectiveness of internal control system and suggests
improvements for strengthening the system. During the period underreview six (6) meetings of Audit Committee of
the company were held from July 01, 2011 to June 30, 2012 and attendance of Audit Committee Members was as
follow:

NAME OF MEMBER NO OF MEETINGS ATTENDED
Chaudhry Hakim Al six(B)
Mr. Rashid Ahmad Six(6)
Lt.Col.(R) Abdul Qayyum Six(6)

HUMAN RESOURCE AND REMUNERATION (HR & R) COMMITTEE

In compliance with the Code of Corporate Goverhance the Board of Directors has formed a Human Resource
Committee (HR & R Committee) consists of three Directors named below. The HR & R Committee shall help out
and assist the Board of directors in management of the Company’s Human Resources efficiently. Further, the
HR & R Committee will also review and make recommendations to ensure that the Company’s Human Resources
policies are associated with its overall business objectives.




NAMES OF THE MEMBERS OF THE COMMITTEE

Mr. Naveed Sheikh Chairman
Mrs. Nazish Imran Member
Mr. Imran Aslam Member

Corporate Governance

Statement of compliance with the code of Corporate Governance is annexed.

Appointment of Auditors

The auditors M/s Horwath Hussain Chaudhury and Company, Chartered Accountants, will retire and are eligible for
re-appointment as auditors for the company for the next year.

The Audit Committee of the board has recommended the re-appointment of M/s Harwath Hussain Chaudhury and
Company, Chartered Accountants, as external auditors of the Company for the year ending June 30, 2013.

The labar management relations remained cordial during the year. The directors place on record their appreciation

for the devoted efforts and hard work done by the workers, staff and Officers of the Company during the period
underreview.

Forand on behalf of the Board

Lahore
Dated: September 29,2012

Mr. Imran Aslam
Chief Executive
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We have audited the annexed balance sheet of SHAHZAD TEXTILE MILLLS LIMITED as at
June 30, 2012 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 year then
ended and we state that we have obtained all the information and explanations which, to the best of our
knowledge and belief, were necessary for the purposes of our audit.

It is the responsibility of the Company’s management to establish and maintain a system of internal control,
and prepare and present the above said statements in conformity with the approved accounting standards
and the requirements of the Companies Ordinance, 1984. Our responsibility is 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 the
accounting policies and significant estimates made by management, as well as, evaluating the overall
presentation of the above said statements. We believe that our audit provides a reasonable basis for our
opinion and after due verification, we report that:

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

b) in our opinion;

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

{ii) the expenditure incurred during the year was for the purpose of the Company’s business; and

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

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 flow 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 June
30, 2012 and of the profit, total comprehensive income, its cash flows and changes in equity for the year then
ended; and

In our opinion, Zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980), was

deducted by the Company and deposited in the Central Zakat Fund established under Section 7 of that
Ordinance.

HORWATH HUSSAIN CHAUDHURY & CO.
Chartered Accountants

LAHORE
Dated: September 29, 2012 (Engagement Partmer: Muhammad Nasir Muneer)




2012

CAPITAL AND LIABILITIES
Share Capital and Reserves

Authorized capital:
21,000,000 (2011: 21,000,000) ordinary
shares of Rs. 10 each

Issued, subscribed and paid up capital
Reserves

Surplus on Revaluation of Property, Plant
and Equipment

Non Current Liabilities

Long term financing
Liabilities against assets subject to finance lease
Deferred liabilities

Current Liabilities

Trade and other payables

Accrued mark up

Short term borrowings

Current portion of hon current liabilities
Provision for taxation

Contingencies and Commitments

Note

17

The annexed notes form an integral part of these financial statements.

LHIEF EXEQUTIVE

Rupees

184,491,427
56,216,110

2.127,009,599

210,000,000

179,713,720
408,397,733

588,111,453

520,056,243

188,429,047
1,732,969
260,426,543

450,588,559

106,416,663
12,979,537
190,800,579
57,525,139
45,470,369

413,192,287

1,971,948,542
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Note
ASSETS
Non Current Assets
Property, plant and egquipment 18

Long term investment
Long term deposits

Current Assets

Stores and spares

Stock in trade

Trade debts

Advances, trade deposits, prepayments
and other receivables

Short term investments

Tax refunds due from Government

Cash and bank balances

19

1.282,549.101
216,056,865

1501466295

625,543,304

2,127,009,599

1,348,330,672
204,167,850
1,626,829

1,654,125,351

47,828,892
225,497 637
75,631,218

35,923,041
747,050
23,411,761
8,783,592

417,823,191

1,971.948 542

DIRECTOR




Sales
Cost of sales

Gross Profit
Operating Expenses

Selling and distribution costs
Administrative expenses

Operating Profit
Finance costs

Other operating charges
Other operating income

Profit before Taxation and Share
of Associated Undertaking

Share of net profit of associated undertaking
Profit before Taxation

Taxation

Profit after Taxation

Earnings per Share - Basic and Diluted

The annexed notes form an integral part of these financial statements.

GHIEF EXECUTIVE
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Note

27
28

29
30

31
32
33

34

35

5,196,381

(79,991,550)

120,265,518

13.957 753

(25,829,590)

117,393,681

4,513,244,278
(4,124,074,613)

389,169,665

(46,835,820)
(74,372,733)

(121,208,553)

267,961,112

(79,268,795)
(13,049,731)
3,063,040

(89,254,586)

178,706,526

21,767,126

200,473,652

(68,359,107)

132,114,545

7.59

DIRECTOR




Profit after Taxation 117,393.681

Other comprehensive income for the year
Transfer from surplus on revaluation of property, plant
and equipment oh incremental depreciation

charged in current year - net of deferred tax 21049077
Surplus realized on disposal of revalued property, plant
and equipment (net of deferred tax) transferred

to retained earnings

Share of associated undertaking's other comprehensive
income net off deferred tax

Total Comprehensive Income for the Year

The annexed notes form an integral part of these financial statements.

CHIEF EXECUTIVE

2011

Rupees

132,114,545

13,441,113

2,061,586

15,502,699

147,617,244

DIRECTOR




CASH FLOW FROM OPERATING ACTIVITIES
Profit before taxation and share of associated undertaking

Adjustments for:
- Depreciation
Inventories written down to net realizable value
Loss / {Gain) on disposal of property, plant and eguipment - Net

Surplus on revaluation of investments at fair value through profit or loss

Excess liahilities written hack

Provision for gratuity

Exchange gain

Provision for doubtful debts

Provision for workers’ (profit) participation fund
Provision for workers' welfare fund

Interest on workers' (profit) participation fund
Finance costs

Operating profit before working capital changes

Decrease / {increase) in current assets:
Stores and spares
Stock in trade
Trade debts
Advances, trade deposits, prepayments and other receivables
Tax refunds due from Government
(Decrease) ! increase in current liabilities:
Trade and other payables

Cash generated from operations

Income tax paid

Gratuity paid

Finance costs paid

Workers' welfare fund paid

Workers' (profit) participation fund paid
Net Cash from Operating Activities

CASH FLOW FROM INVESTING ACTIVITIES

Property, plant and equipment

Capital work in progress

Long term deposits

Proceeds from disposal of property, plant and equipment
Net Cash used in Investing Activities

CASH FLOW FROM FINANCING ACTIVITIES

Loan repaid to related parties

Repayment of long term financing from banking company
Dividend received from associated undertaking

Dividend paid

Liabilities against assets subject to finance lease

Short term borrowings

Net Cash used in Financing Activities

Net Increase /(Decrease) in Cash and Cash Equivalents
Cash and cash equivalents at the beginning of the year
Cash and Cash Equivalents at the End of Year

The annexed notes form an integral part of these financial statements.

CHIEF BEXPECUTIVE

2011

7.047 562
2,340,686
973,529
65 911 055

{11,230 178)
1.941.800)

9,792449

8,783,592

42,720,513

Rupees
178,706,526

57,758,254
73,870,515
(783,783)
(293,971)
(1,804.450)
15,439,960

213,244
9,546,335
2,295,008

362,748

78,906,047

235,509,987

414,216,523

9,900,969
(104,139,534)
(21,783,369)
622,860
2,963,335

(26,957,184)

{139,392.914)

274,823,609

(21,840,555)
(7,404,969)
(66,114,725)
(1,896,950)
(8.325.471)

169,240,939

(41,121,316)
(75,877.457)
(32,500)
2,007,000

(115,024.273)

(37,476,881)
(56,650,000)

(8,942,184)
(1,538,459)
37.727.964

{66,879.560)

(12,662,894)
21,446,486

8,783,592

RECTOR
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INEOUT

Reserve for Share Unappropriated
Share Capital Issue of . PPFop Total
Premium Profit
Shares
Rupees Rupesas Rupees Rupees Rupees
Balance as at June 30, 2010 135,525,690 44,188,030 5,796,000 263,970,175 449,479,895
Total comprehensive income for
the year . - 147,617,244 147,617,244
Shares issued during the year 44,188,030 {44,188,030) - - -
Final dividend for the year ended
June 30, 2010 - - (8,985,686) (8,985,686)
Balance as at June 30, 2011 179,713,720 - 5,796,000 402,601,733 588,111,453
Total comprehensive income far
the year - - 140,607,310 140,607,310
Final dividend for the year ended
June 30, 2011 - - {8,985,686) {8,985,686)
Balance as at June 30, 2012 e 170 743700 e = 5,706,000 534.223.357.... 719,733,077

The annexed notes form an integral part of these financial statements.
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Note 1
The Company and its Operations

Shahzad Textile Mills Limited is a Public Limited Company incorporated in Pakistan under the Companies Act,
1913 {now the Companies Ordinance, 1984). Its shares are quoted on Karachi and Lahore Stock Exchanges of
Pakistan. The Company manufactures and deals in all types of yarn. The registered office of the Company is
situated at 19-A, OFF Zafar AliRoad, Gulberg - V, Lahore.

Note 2
Basis of Preparation

2.1 Statement of compliance

These financial statements have been prepared in accordance with approved accounting standards
as applicable in Pakistan. Approved accounting standards comprise of such International Financial
Reporting Standards (IFRS) issued by the International Accounting Standards Board as are notified
under the Companies Ordinance, 1984, provisions of and directives issued under the Companies
Ordinance, 1984. In case requirements differ, the provisions or directives of the Companies
Ordinance, 1984 shall prevail.

2.2 Basis of measurement

These financial statements have been prepared under the historical cost convention except for the

following:
Employees' retirement benefits Note 11 Present value
Certain property, plant and equipment Note 18 Revalued amount
Investments in quoted companies Note 24 Fair value

2.3 Functional and presentational currency

These financial statements are prepared and presented in Pak Rupees which is the Company's
functional and presentation currency. All financial information presented in Pak Rupees have been
rounded off to the nearest rupee, unless otherwise stated.

Note 3
Use of Estimates and Judgments

The preparation of financial statements in conformity with IFRSs requires management to make judgments,
estimates and assumptions that affect application of pelicies and reported amounts of assets, liabilities, income
and expenses. The estimates and associated assumptions are based on historical expertience and other factors
that are believed to be reasonable under circumstances, results of which form the basis of making judgment about
carrying amounts of assets and liabilities that are not readily apparent from other sources. The actual results may
differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. The revisions to accounting
estimates are recognized in the period in which estimates are 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 periods.

Judgments made by management in the application of IFRSs that have significant effect on the financial
statements and estimates with a significant risk of material adjustment in the next year are as under:
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Note 3 - Use of Estimates and Judgments .... Contd.

3.1 Property, plant and equipment

The Company reviews the useful lives of property, plant and equipment on regular basis. If any
change in the estimates in remaining useful life might affect the carrying amounts of the respective
items of property, plant and equipment with a corresponding effect on the depreciation charge and
impairment, if any.

Change in estimate

During the year, the management reviewed the remaining useful life of operating fixed assets and
revised the depreciation rate of power house from 5% to 20% per annum. The change in accounting
estimate (depreciation rate) has resulted in increase in depreciation charge for the year and decrease
in profit before tax for the year by Rs. 21.080 million. Depreciation charge for the year ending June
30, 2013 would be higher by Rs. 15.810 million.

3.2 Doubtful receivables

The Company records its trade and other receivables after deducting appropriate provisioning using
its prudence and experience. This estimate is subjective in nature. Recoveries of amounts already
provided and / or the need of further provisioning cannot be determined with precision.

3.3 Employees' retirement benefits

The Company has recorded its employees' retirement benefits at fair value using actuarial
assumptions regarding increase in salaries in subsequent years, remaining working lives of
employees and an estimate of discount rates. Change in actuarial assumptions over the period of
time may affect the fair value of post-employment benefits payable and the charge for such liability
accounted for in any given period.

3.4 Taxation

The Company tskes into account the current income tax laws and decisions taken by appellate
authorities. Instances where the Company's view differs from the view taken by the tax department at
the assessment stage and the Company considers that its view on items of material hature is in
accordance with law, the amounts are shown as contingent liabilities.

The management believes that the change in outcome of estimates would not have a material effect on the
amounts disclosed in these financial statements.

Note 4
Amendments to Existing Standards and Forthcoming New Standards and Interpretations

International Accounting Standard Board (IASB) has made amendments intc certain standards and further
introduced new standards during the year. These standards are applicable to the financial statements of the
Company covering annual period, beginning on or after the following dates:

4.1 Amendments to published standards effective in current year and applicable to the Company

- 1AS 12 — Income Taxes; the amendments provide a practical approach for measuring deferred tax
liabilities and deferred tax assets wheninvestment property is measured using the fair value model under
IAS 40 — Investment Property by introducing a presumption that an investment property is recovered
entirely through sale. This presumption is rebutted if the investment property is held within a business
model whose objective is to consume substantially all of the economic benefits embodied in the
investment property over time, rather than through sale. These amendments have incorporated the
requirements of SIC 21 — Income Taxes - Recovery of Revalued Non-Depreciable Assets in the amended
IAS 12.




Note 4 - Amendments to Existing Standards .... Contd.

- IAS 24 — Related Party Disclosures; the amendments simplify the disclosure requirements for
government related entities and clarify the definition of a related party. The revised standard provides
a partial exemption for government related entities but still requires disclosures that are important to
users of financial statements and eliminates requirements to disclose information that is costly to
gather and of less value to users.

- |AS 34 - Interim Financial Reporting; the revised standard includes amendments in significant events
and transactions.

- IFRS 7 - Financial Instruments: Disclosures; its requirements have been further amended that
facilitate the users of financial statements in evaluating risk exposures relating to transfers of financial
assels and the effect of those risks on an entity's financial position. These requirements have
increased the transparency in the reporting of transfer transactions, particularly those that involve
securitization of financial assets.

4.2 Amendments to published standards that are yet not effective and not early adopted by the
Company

- 1AS 1 ‘Presentation of Financial Statement’ (Amendment). This amendment has been issued as part
of annual improvements project and is applicable on accounting periods beginning on or after
January 1, 2013. The amendment clarifies the disclosure requirements for comparative information
when an entity provides a third balance sheet. When an entity produces balance sheet as required by
IAS 8 'Accounting policies, changes in accounting estimates and errors’ in which case the balance
sheet should be as at the date of the beginning of the preceding period i.e. the opening position. No
notes are required to support this balance sheet. When management provides additional comparative
information voluntarily e.g. statement of profit and loss, balance sheet, it should present the
supporting notes to these additional statements.

- 1AS 16 "Property, plant and equipment' (Amendment). This amendment has been issued as part of
annual improvements project and is applicable on accounting periods beginning on or after January
1, 2013. The amendment clarifies that spare parts and servicing equipment are classified as property,
plant and equipment rather than inventory when they meet the definition of property, plant and
equipment.

- 1AS-19 'Employee Benefits': the amendments in the standard are effective for periods beginning on or
after January 1, 2013. The amendments in the standard have eliminated the corridor approach
resultantly recognizing the entire actuarial gains / losses in other comprehensive income as they are
incurred. These amendments have also resulted in recognizing all the past service costs immediately
and replaced the interest cost and expected return on plan assets with a net interest amount that
would be calculated by applying the discount rate to the net defined liability / asset.

- 1AS 32 - ‘Financial instruments: Presentation’ (Amendment). This amendment has been issued part
of annual improvements project and is applicable on accounting periods beginning on or after
January 1, 2013. Prior to the amendment, IAS 32 was ambiguous as to whether the tax effects of
distributions and the tax effects of equity transactions should be accounted for in the income
statement or in equity. The amendment clarifies that the treatment is in accordance with IAS 12. So,
income tax related to distributions is recognized in the income statement, and income tax related to
the costs of equity transactions is recognized in equity. The Company will apply this amendment from
July 1, 2013,
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Note 5
Summary of Significant Accounting Policies

The accounting policies set out below have been applied consistently to all periods presented in these
financial statements, and have been applied consistently by the Company.

5.1 Provisions

A provision is recognized in the balance shest when the Company has a legal or constructive
obligation as a result of a past event and it is probable that an outflow of economic benefits will be
required to settle the obligation and of which a reliable estimate can be made. However, provisions
are reviewed at each balance sheet date and adjusted to reflect current best estimate.

5.2 Staff retirement benefits
Defined benefit plan

The Company operates an unfunded gratuity scheme covering its permanent employees. Employees
are eligible for benefits under the gratuity scheme after completion of one year of continuous service.
The benefit is calculated based upon the number of completed years of service and last drawn gross
salary.

Net cumulative unrecognized actuarial gains / losses relating to previous reporting periods in excess
of the higher of 10% of present value of defined benefit obligation aor 10% of the fair value of plan
assets are recognized as income or expense over the estimated remaining working lives of the
employees.

5.3 Taxation
Current

Charge for taxation for the year on taxable profit is based on applicable tax rates after taking into
account all tax credits and rebates available, if any.

Deferred

Deferred tax is accounted for using the balance shest liability method in respect of all temporary
differences arising from differences between the carrying amount of assets and liabilities in the
financial statements and the corresponding tax bases used in the computation of the taxable profit.
Deferred tax liabilities are generally recognized for all taxable temporary differences and deferred tax
assets are recognized to the extent of potential available taxable profits against which temporary
differences, unused tax losses and tax credits can be utilized.

Deferred tax is calculated at the rates that are expected to apply to the period when the differences
reverse, based on tax rates that have been enacted or substantively enacted by the reporting date.
Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax
liabilities and assets, and they relate to income taxes levied by the same tax authority on the same
taxable entity, or on different tax entities, but they intend to settle current tax liabilities and assets on a
net basis or their tax assets and liabilities will be realized simultaneously.

5.4 Trade and other payables
Liabilities for trade and other amounts payable are carried at cost which is the fair value of the

consideration to be paid in future for goods and services received, whether or not billed to the
Company.




Note 5 -

5.5

5.6

Summary of Significant Accounting Policies .... Contd.
Property, plant and equipment
Owned

Property, plant and equipment are stated at cost less accumulated depreciation except freehold land
which is stated at revalued amount and buildings and plant and machinery which are stated at
revalued amounts less accumulated depreciation.

The management reviews market value of land, building and plant and machinery at each balance
sheet date to ascertain whether the fair value of revalued assets has differed materially from the
carrying value of revalued assets, thus necessitating further revaluation.

Depreciation on property, plant and equipment has been provided for using the reducing balance
method at the rates specified in Note 18 and is charged to the profit and loss account. Depreciation
on additions is charged from the month in which the asset is available for use upto the month in
which the asset is disposed off.

Maintenance and normal repairs are charged to income as and when incurred. Major renewals and
improvements are capitalized. Gain or loss on disposal of property, plant and equipment, if any, is
shown in the profit and loss account.

Leased

Leases where the Company has substantially all the risks and rewards of ownership are classified as
'finance lease'. Assets subject to finance lease are initially recognized at the lower of present value of
minimum lease payments under the lease agreements and the fair value of the assets. Subsequently
these assets are stated at cost less accumulated depreciation and any identified impairment loss.

Related rental obligations, net of finance charges are included in liabilities against assets subject to
finance lease. Liabilities are classified as current and long term depending upon the timing of
payments. Each lease payment is allocated between the liability and finance charges so as to
achieve a constant rate on the balance outstanding. The interest element of the rental is charged to
profit over the lease term.

Assets acquired under a finance lease are depreciated over the useful life of the asset using the
reducing balance method at the same rates as used for owned assets. Depreciation of leased assets
is charged to the profit and loss account. Depreciation on additions to leased assets is charged from
the month in which an asset is acquired while no depreciation is charged for the month in which the
asset is disposed off.

Capital work-in-progress

Capital work-in-progress is stated at cost less any identified impairment loss.

Impairment

Carrying amount of the Company's assets are reviewed at each balance shest date to determine
whether there is any indication of impairment loss. If any such indication exists, recoverable amount
is estimated in order to determine the extent of the impairment loss, if any.

The recoverable amount is the higher of the fair value less costs to sell and value in use. In the

absence of any information about the fair value of a cash-generating unit, the recoverable amount is
deemed to be the value in use.

Impairment loss is recognized as expense in the profit and loss account. Where conditions giving
rise to impairment subsequently reverse, the effect of the impairment charge is also reversed as a
credit to the profit and loss account. Reversal of impairment loss is restricted to the original cost of
asset.




Note 5 - Summary of Significant Accounting Policies .... Contd.
5.7 Investments
In associated undertakings

An associate is an entity in which the Company holds more than 20% voting power or over which the
Company has significant influence and that is neither a subsidiary nor an interest in a joint venture.
Significant influence is the power to participate in the financial and operating policy decisions of the
investee but is not control or joint control over those policies.

The operating results, assets and liabilities of associates are incorporated in the financial statements
using the equity method. This method is applied from the date when significant influence is
established until the date when the significant influence ceases. The Company's share of income and
expenses of associates are recognized based upon their latest audited financial statements after
realigning their accounting policies, if required.

The Company's investment is reduced to zero in recognition of its share of losses of the associate.
Further losses are recognized only when the Company has made payments on behalf of the
associate or has an obligation to make payments on its behalf.

Unrealized gains and losses, if any, arising from transactions with associates are eliminated under
the equity method. The Company's share of changes recognized directly in associate's equity are
recognized directly in the equity of the Company and disclosed in the statement of other
comprehensive income.

Investments in associates, not accounted for under the equity method are classified as "Available for
Sale".

Other investments

Investments, other than in associates, are initially recognized at cost, comprising the consideration
paid and cost of transaction except in the case of investment at fair value through profit or loss where
transaction costs are charged to the profit and loss account when incurred. For listed securities,
closing quotations of stock exchanges on last working day of the accounting year are considered for
determining the fair value, while for unquoted securities, cost is considered as fair value of securities.

The classification is made on the basis of intended purpose for holding such investments. These are
measured at the balance sheet date in accordance with the requirements of 1AS-39 (Financial
Instruments: Recognition and Measurement) described as under:

Available for sale

These are stated at fair value and changes in carrying value are recognized in equity until investment
is sold or determined to be impaired at which time the accumulated gain or loss previously
recognized in equity is included in the profit and loss account.

At fair value through profit or loss

An investment is classified at fair value through profit or loss if it is held for trading or is designated as
such upon initial recognition. Financial instruments are designated at fair value through profit or loss if
the Company manages such investments and makes purchase and sale decisions based on their fair
value in accordance with the Company's investment sirategy. All investments classified as
investments at fair value through profit or loss are initially measured at cost being the fair value of
consideration given. At subsequent dates these investments are measured at fair value, determined
on the basis of prevailing market prices, with any resulting gain or loss recognized directly in the profit
and loss account.




Note 5 - Summary of Significant Accounting Policies .... Contd.
Investmenis held o maturity
Investments with fixed or determinable payments and fixed maturity and where the Company has
positive intent and ability to hold investments to maturity are classified as investments held to
maturity. These are initially recognized at cost inclusive of transaction costs and are subsequently
carried at amortized cost using the effective interest rate method, less any impairment losses.

5.8 Stores, spares and stock in trade

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

Stores and spares
Raw materials
Material in transit
Work in process
Finished goods
Wastes

- At moving average cost

- At average cost

- At cost comprising invoice value plus incidental charges
- At estimated average manufacturing cost

- At average manufacturing cost

- At net realizable value

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

Net realizable value signifies the selling price at which goods in stock could be currently sold less any
further costs which would be incurred to complete the sale.

5.9 Trade debts and other receivables

All outstanding receivables are reviewed at the balance sheet date. The Company recognizes and
carries these receivables at original invoice amount less an allowance for uncollectible amounts, if
any. Bad debts are written off as incurred and provision is made against debts considered doubtful
when the collection of full amount is no longer probable.

5.10 Cash and cash equivalents

Cash and cash equivalents for the purpose of cash flow statement comprise cash in hand, cash at
bank and short term highly ligquid investments that are readily convertible to known amounts of cash
and are subject to an insignificant risk of change in value.

5.11 Financial instruments

Financial instruments are recognized when the Company becomes a party to the contractual
provisions of an instrument. It ceases to recognize financial assets when it loses control of
contractual rights and in case of financial liability when the liability is extinguished. Any gain or loss on
subsequent remeasurement / derecognition is charged to income.

5.12 Offsetting

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

5.13 Foreign currency translation

Assets and liabilities in foreign currency are stated in Pak Rupees at the rates of exchange ruling on
the balance sheet date or rate of exchange fixed under contractual agreements. Transactions in
foreign currency are translated at the exchange rate prevailing at the date of transaction. All
exchange differences are included in the profit and loss account.
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Note 5 - Summary of Significant Accounting Palicies .... Contd.
3.14 Related party transactions

Transactions with related parties are based an the transfer pricing policy that all transactions between
the Company and the related party or between two or more segments of the Company are at arm's
length prices using the comparable uncontrolled price method except in circumstances where it is not
in the interest of the Company to do so.

5.15 Revenue recognition
- Local sales are recorded on dispatch of goods to customers.
- Export sales are recorded at the time of receipt of bill of lading.

- Dividend on equity investments is recognized as income when the Company's right to receive the
dividend is established.

5.16 Borrowing costs

Borrowing costs are charged to income as and when incurred except those costs that are directly
attributable to acquisition, construction or production of qualifying assets that are capitalized as part
of the cost of assets.

5.17 Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the
Chief Operating Decision Maker. Segment results, assets, and liabilities include items directly
attributable to a segment. Segment capital expenditure is the total cost incurred during the year to
acquire property, plant and equipment.

5.18 Dividends
Dividends are recognized as a liability in the period in which these are declared.

Note 6
Issued, Subscribed and Paid Up Capital

2011 2011
. of Shares Rupees
12,240.569 12,240,569 Ordinary shares of Rs. 10 122405,690 122,405,690
each fully paid in cash
4418803 4,418,803 Ordinary shares of Rs. 10 44188,030 44,188,030
each issued for consideration
otherwise than in cash
1,312,000 Ordinary shares of Rs. 10 13,120,000
each issued as fully paid
G bonus shares S
' 17,871,372 17,971,372 178,713,720 179,713,720

6.1 14,990 (2011: 14,890) ordinary shares of the Company are held by an associated undertaking, as at
the balance sheet date.




Note 6 - Issued, Subscribed and Paid Up Capital .... Contd.
6.2 Movement in number of shares during the year Number Number
Opening number of shares issued 1?971372 13,552,569
Shares issued during the year - 4,418,803
Closing number of shares issued 17971872 17,971,372
Note 7
Reserves
2011
Capital Rupees
Share premium reserve 5,796,000
Revenue
Unappropriated profit 402,601,733
408,397,733
Note 8
Surplus on Revaluation of Property, Plant and Equipment
.o e 2011
Note Rupees Rupees
Land - freehold 186 886,920 180,888,920
Buildings on freehold land 47964 312 49,638,346
Plant and machinery 281,205,011 301,368,545
8.1 056 243 531,893,811
Deferred tax relating to export 1,603,545

Incremental depreciation (net of deferred tax) charged on
revalued property, plant and equipment during the year
transferred to retained earnings

Surplus realized on disposal of revalued property, plant and equipment

(net of deferred tax) transferred to retained earnings

498 740,440

(13,441,113)

520,056,243

8.1 Revaluation of land, buildings and plant and machinery was carried out by an independent valuer as
at September 30, 1995 resulting in revaluation surplus of Rs. 435.412 million. The following basis

were used for revaluation:
Land
Building
Plant and machinery

Market value
Residual value
Residual value

Freehold land was further revalued by an approved valuer as at March 28, 2008 that resulted in
revaluation surplus of 97.360 million. Market values of land in the vicinity of the factory area were
used as basis of valuation.

During the year 2010, the Company further revalued its land, buildings and plant and machinery. The
valuation was carried out by an approved valuer as on June 30, 2010 that resulted in revaluation
surplus of Rs. 41.678 million. The following basis were used for revaluation:

Land
Buildings
Plant and machinery

Market value
Replacement value
Market value
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Note 8 - Surplus an Revaluation of Property, Plant and Equipment.... Contd.

8.2 This represents amount transferred to deferred tax liability due to change in proportion of local and
export sales resulting in change in estimate of deferred tax on surplus on revaluation of property,

plant and equipment.

Note 2
Long Term Financing

2011
Rupees
Loans from banking company - Secured
NIB Bank Limited 183,429,047
Loan from related party - Unsecured
Director 5,000,000
188,429,047
9.1 NIB Bank Limited
Term finance - | 142,824,253
State Bank of Pakistan's LTF - EOP Scheme 63,807,482
Freezed mark up {refer to Note 13) 89,442,526
296,074,261
Payments during the year {56,650,000)
239,424,261
Current portion transferred to current liabilities (55,995,214)
183,429,047

9.1.1 This represents long term financing obtained from NIB Bank Limited. During the year 2009, the
Company reached an interim period agreement with the Bank to restructure / reschedule its
outstanding liabilities. As per the terms of the interim period agreement, the Company paid Rs.
34.200 million towards its outstanding liabilities upto June 30, 2009. During the year 2010, the
Company further reached a rescheduling agreement with the Bank as under:

- The loan would be repayable by April 2014 in monthly installments.

- Mark up on loan would be levied effective from January 1, 2010 and worked out @ 3 months KIBOR
minus 1.5% per annum. In case of default in payment of three consecutive installments, the entire
package would be withdrawn and mark up would be charged @ 3 months KIBOR plus 4.25% - 4.50%
per annum with retrospective effect.

- State Bank of Pakistan's LTF - EOP loan would be settled subsequent to the settlement of term
finances |.

- Overdue mark up accruing upto December 31, 2009 would be freezed and waived off subject to the
payment of outstanding principal and mark up in accordance with the rescheduling agreement.

- Repayments would be settled against the outstanding principal and mark up as per the repayment
schedule mutually agreed by the Company and the bank and certain portion of the mark-up would be
freezed that would be payable after all the outstanding principal is repaid.

- The loan would be secured against first charge of Rs. 419.27 million on property, plant and
equipment of the Company and personal guarantees of sponsoring directors of the Company.




Note 9 - Long Term Financing ... Contd.

9.2 This represents unsecured loan obtained from the director of the Company to meet the working
capital and other liguidity requirements. Mark up is charged at six months' KIBOR {2011 six months'
KIBOR) with effect from July 01, 2010. The repayment terms of the loan have not yet been settled.

Note 10
Liabilities Against Assets Subject to Finance Lease

2011
Rupees
Future gross minimum lease payments and the period in which they
will become due are as under:
2011-12 1,834,815
2012-13 1,079,834
2,914,649
Security deposits 747,300
Gross minimum lease payments 3,661,949
Financial charges not currently due (399,055)
Present value of minimum lease payments 1693970 3,262,894
Current portion shown under current liabilities {1.683.879) {1,529,925)
1,732,969

Finance lease arrangements have been entered into with financial institution for vehicles. Monthly lease rentals
include finance cost ranging from 14.50% to 14.94% (approximately) per annum which are used as discounting
factors.

These leases are secured against cash deposits of Rs. 0.708 million (2011: Rs. 0.747 million), demand promissory
notes and personal guarantees of sponsoring directors of the Company. The security deposits shall be adjustsd
against the residual value along with the last installment as the management intends to retain leased assets at the
expiry ofthe lease term.

Recongciliation between total of minimum lease payments and their present value is as under:

Gross minimum lease payments:

- Due not later than one year 1,873,815
- Due later than one year but not |ater than five years 1,788,134
3,661,949
Present value of minimum lease payments:
- Due not later than one year 1,529,925
- Due later than one year but not |ater than five years 1,732,969
3,262,854
Note 11
Deferred Liabilities 2011
Rupees
Deferred tax - net 230,477,750
Staff retirement benefits - Gratuity 11.2 385774514 29,948,793

247,144,270 260,426,543
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Note 11 - Deferred Liabilities ... Contd.

2011
11.1 Deferred tax - Net Rupees Rupees
Credit / (Dehit) balance arising in respect of:
- Share of net profit of associated undertaking 15,045,666 13,856,784
- Accelerated tax depreciation 105560358 115,843,864
- Surplus on revaluation of property, plant and equipment 98,296,420 105,023,002
- Recognized losses - (2,122,950)
- Staff retirement benefits, provision and others (10:344 645 (2,122,950)
208,566,819 230,477,750
11.2 Staff retirement benefits - Gratuity
11.2.1 Latest actuarial valuation of retirement benefits payable was carried out as at June 30, 2012 by an
independent actuary using the following significant assumptions:
Discount rate 13% 14%
Expected rate of salary increase in future years 12% 13%
Average expected remaining working life time of employees 5 years 5 years

Actuarial valuation method

Projected Unit Credit Method

11.2.2 Based upon the actuarial valuation, the Company's liability warks out to be as under:

Balance sheet liability as previously reported 29948 793
Expense for the year 17,924 568

Benefits paid to employees

{8.285.910)
38,677,451

Reconciliation

Present value of defined benefit obligation
Unrecognized actuarial gain / (loss)
Liahility recognized in financial statements

466,467
38,577,451

Charge for the year

Current setvice cost 13,591,106
Interest cost 4333462
Amount charged in the profit and loss account 17 924 568

21,913,802
15,439,960

37,363,762
(7.404.989)

29,948,793

30,953,297
(1,004,504)

29,948,793

12,952,260
2,487,700

15,439,960

11.2.3 The Company does not have any plan assets covering its post-employment benefits payable. The

comparative statement of present value of defined benefit obligations is as under:

2012 2011 2010 2009 2008
Ru:E:ees Rupees Rupees Rupees Rupees
Present value of defined
defined benefit obligation 38,577,451 29,948,793 21,983,053 17,228,366 14,212,994
Less: Plan assets mi - - - -
Deficit 38,577,451 29,948,793 21,983,053 17,228,366 14,212,994
p Bty v Bl 37




Note 12
Trade and Other Payables

2011
Note Rupees
Creditors for:
- Goods supplied 15415,216 17,581,821
- Services 31,880,304 31,231,449
Letter of credit payable 32,603,861 -
Accrued liabilities 12.1 118402613 42,202,499
Advances from customers ' 641,386
Workers' (profit) participation fund 12.2 9,546,335
Workers' welfare fund 2,295,098
Unclaimed dividend 280,274
Unclaimed wages 2,637,801
106,416,663
12.1 This includes Rs. 26.653 million (2011: Nil) on account of fuel price adjustment.
12.2 Workers' {profit) participation fund
Balance at the beginning of the year 8,546,335 7,962,723
Provision during the year 7047562 9,546,335
Interest on funds utilized in the Company's business 973,528 362,748
17,871,806
Paid during the year {10,518,864) (8,325,471)
7,047,582 9,546,335
Note 13
Accrued Mark-up 2011
Rupees
Long term financing 13,541,262
Freezed mark up {refer to Note 9.1) (12,428,526)
1,112,736
Short term borrowings 11,866,801
12,979,537
Note 14
Short Term Borrowings 2512 2011
From banking companies - Secured Note Rupees Rupees
Cash / packing finances 14.1 184,491,42 190,800,579

14.1 These represent utilized portion of funded and unfunded short term finance facilities of Rs. 1,133
million (2011: Rs. 885.0 million) available from various banks under mark up arrangements. These
facilities shall expire on various dates latest by December 31, 2012. Mark up on these facilities is
charged upto 3 months KIBOR plus 2%, {2011: 3 months KIBOR plus 2%), payable quarterly. The
aggregate short term finances are secured by ranking and hypothecation charge on property, plant
and equipment, stocks and receivables of the Company; lien over export and import documents and
personal guarantee of sponsoring directors of the Company.
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Note 15

Current Portion of Non-Current Liabilities 2012 2011
Rupees
Long term financing 9.1 64 522 140 55,995,214
Liabilities against assets subject to finance lease 10 1,683,970 1,529,925
86,216,110 57,525,139
Note 16
Provision for Taxation - Net 2011
Rupees
Opening balance 20,421,980
Provision:
- Current year 45,470,369
- Prior years 1,043 (4.722,116)
47,833,949 40,748,253
Payments / adjustments against advance tax and refunds (39,339,325) (15,699,864)
45,470,369

16.1 Assessments upto assessment year 2002-2003 are finalized and for tax years 2003 onward are
deemed to be accepted under the self assessment scheme except tax years 2005 and 2009 which
are under detailed assessment proceedings.

Note 17
Contingencies and Commitments

Contingencies
- The Company has provided bank guarantees in favour of Sui Northern Gas Pipeline Limited
amounting to Rs. 38.089 million {2011: Rs. 36.788 million) on account of payment of duss against
consumption of natural gas.
- The Company is contingently liable for Rs. 3.807 million (2011: 1.795 million) on account of electricity
duty on self generation not acknowledged as debt as the case is pending before the Supreme Court
of Pakistan.

Commitments

- Commitments / contracts for capital expenditure outstanding as at the balance sheet date amount to
Rs. 5.913 million (2011: 5.913 million).

- Letters of credit and commitments / contracts for other than capital expenditure outstanding as at the
balance sheet date amount to Rs. 295.839 (2011: 216.662).
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Note 18 - Property, Plant and Equipment .... Contd.

18.6 Capital Work in Progress

Plant and machinery

Opening balance
Additions during the year

68,377,457

Transferred to :

68,377,457

Plant and machinery
Electric installations
Stores and spares

(47,895,042)

Advance for purchase of office

20,482,415

30,337,400

50,819,815

Note 19
Long Term Investment

2011

Associated undertaking - Unquoted

Sargodha Jute Mills Limited:
- 8,120,000 (2011: 8,120,000) fully paid ordinary

shares of Rs. 10 each

Equity held 36.16% {2011: 36.16%)

Cost of investment Rs. 65,600,000 (2011: Rs. 65,600,000)

Share in net profit of associated undertaking

Share in realized surplus on revaluation of property, plant and
equipment of associated undertaking

Share in (deficit) / surplus on revaluation of investments
available for sale of associated undertaking

Less: Dividend received

Rupees

180,110,073

21,767,126
2,288,589

1,052

204,167,850

19.1 The Company holds 36.16% shareholding in Sargodha Jute Mills Limited and accounts for this

investment under equity method as prescribed in |IAS 28 - Investments in Associates.

Summarized audited financial statements of Sargodha Jute Mills Limited are as follows:

2011
Ripees in thousands
Equity 564,630
Total assets 1,769,880
Revenue 2,427,903
Profit aftertax 60,197
Note 20
Stores and Spares 2011
Rupees
Stores and spares 47,828,892

20.1 This includes stores in transit amounting to Rs. 1.242 million (2011: Rs. 0.877 million) as at the

balance sheet date.
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Note 21
Stock in Trade

2011
Rupees
Raw materials 283 677,508 143,886,442
Work in process 34,358,032 32,095,429
Finished goods 43670,429 49,515,766
361.705,982 225,497,637

21.1 Stocks amounting to Rs. 142.402 {2011: Rs. 140.106 million) approximately are pledged against
short term borrowings (refer to Note 14).

21.2 Inventories recognized as an expense during the year include Nil (2011: Rs. 73.870 million) in
respect of write-down of inventories to net realizable value.

Note 22
Trade Debts

2011
Note Rupees
Local debts (Unsecured - considered good) 23,921,147
Foreign debts (Secured - considered good) 51,710,071
Foreign debts (Secured - considered doubtful) -
89,780,701 75,631,218
Less : Provision for doubtful debts 22.1 (6, -
8 501,8_5 75,631,218
221 Provision for doubtful debts
Opening balance : 2,938,586
Provision made during the year B 2783 843 -
8,478,843 2,938,586
Bad debts written off {2,938,586)
5,278,843 -
Note 23
Advances, Trade Deposits, Prepayments and Other Receivables 2011
Note Rupees
Advances - Considered good:
- Employees 231 623,022
- Suppliers and others 11,639,782
Advance Income tax 21,362,264
Margins:
- Letters of credit -
- Export margin deposit 180,000
- Letters of guarantee 394,611
- Leased assets 39,000
Prepayments 1,534,726
Other receivables 149,656
35,923,041

23.1 Amount due from chief exscutive, directors and executives as at the balance shest date was Nil
(2011: Nil).




Note 24
Short Term Investments

Note

At fair value through profit or loss

Related party - Quoted 241
Sajjad Textile Mills Limited
- 26,000 (2011: 26,000) fully paid ordinary shares of Rs. 10 each 60,680 = 23,400
- Market value per share Rs. 2.68 (2011: Rs. 0.9)
- Cost of investment Rs. 0.147 million (2011: Rs. 0.147 million)

Sargodha Spinning Mills Limited

- 42,000 (2011: 42,000) fully paid ordinary shares of Rs. 10 each 120,120
- Market value per share Rs. 6.75 (2011: Rs. 2.86)
- Cost of investment Rs. 0.09 million (2011: Rs. 0.09 million)
Nishat (Chunian) Mills Limited
- 69 (2011: 69) fully paid ordinary shares of Rs.10 each 1,538
including 30 (2011: 30) bonus shares
- Market value per share Rs. 17.39 (2011: Rs. 22.29)
- Cost of investment Rs. 908 (2011 : Rs. 908)
Crescent Fibres Limited
- 45,675 (2011: 45,875) fully paid 591,491
ordinary shares of Rs. 10 each including 2,175 (2011 : 2,175)
ordinary shares received as bonus shares.
- Market value per share Rs. 8.5 (2011: Rs. 12.95)
- Cost of investment Rs. 0.122 million (2011: Rs. 0.122 million)
Crescent Textile Mills Limited
- 302 {2011: 302) fully paid ordihary shares of Rs. 10 each 4,702
received as honus shares
- Market value per share is Rs. 8.90 (2011: Rs. 15.57)
First Equity Modaraba
- 1,005 (2011: 1,005) fully paid ordinary shares of Rs. 10 each 1,256

- Market value per share is Rs. 1.49 (2011: Rs. 1.25)
- Cost of investment Rs. 6,049 (2011: Rs. 6,049)

NIB Bank Limited
- 317 (2011: 317) fully paid ordinary 6456 514
- shares of Rs. 10 each including 36 {2011: 36)
ordinary shares of Rs. 10 each received as bonus shares
and 3 bonus shares of PICIC Insurance Limited
- Market value Rs. 1.99 per share (2011: Rs. 1.51)
- Market value per share is Rs. 5.22 (2011: Rs. 13.26)
- Cost of investment Rs. 750 {(2011: Rs. 750)

Adamjee Insurance Company Limited
- 62(2011: 62) fully paid ordinary shares of Rs. 10 each 3612 4,029
received as bonus shares
- Market value per share is Rs. 58.25 (2011: Rs. 64.99)

751,061 747,050

e . m——————

24.1 Investments are measured at fair value in accordance with 1AS - 39 (Financial Instruments:

Recognition and Measurement). The guoted market value in an astive market is considered as fair

value of investment. The resulting difference between cost and fair value of investment is taken to the
profit and loss account.
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Note 25
Tax Refunds Due from Government

Sales tax
lhcome tax

Note 26
Cash and Bank Balances

2011

Cash in hand
With banks in:
- Current accounts
- Deposit account
- Fareign currency account

Rupees

5,434,659
17,977,082

23,411,761

2011

Note Rupees

26.1

42

278,468

27
42,720,513

26.1 It carries interest at the rates ranging from 5% to 7% per annum approximately.

Note 27
Sales - Net

Yarn:

- Local

- Export
Wastes

Less:  Commission to selling agents
Discount allowed

Note 28
Cost of Sales

Rupees
528,545

8,099,878
150,000
5,169

8,255,047

8,783,592

2011

Raw materials consumed

Stores and spares consumed
Packing materials consumed
Salaries, wages and other benefits
Fuel and power

Insurance

Repairs and maintenance

Other manufacturing expenses
Depreciation

Opening work in process
Closing work in process

Cost of goods manufactured ;
- QOpening finished goods
- Purchase of yarn
- Closing finished goods

Rupees

2,810,152,108
1,579,637,078
57,247,731

4,547,036,917
(33,792,639)

4,513,244,278

2011

Rupees
281 2876863687 3,376,388,035
66.550,188 67,494,716
74,438,348 50,499,222
28.2 255 897 3HE 219,215,137
390.015,230 301,830,626
10,519,938
106,069,760 5,383,060
8551912 7,227 529
18.4 53,924,639
4.102,482,902
23,792,563
(32,095,429)
(8,302,866)
4,054,180,036
49 515,766 59,042,343
51.880,00D 20,368,000
(49,515,766)
29,894,577

4,124,074,613




Note 28 - Cost of Sales .... Contd.

28.1 Inventories recognized as an expense during the year include Nil {2011: Rs. 73.870 million) in
respect of write-down of inventories to net realizable value.

28.2 Salaries and benefits include Rs. 13.312 million {(2011: Rs. 10.485 million) on account of staff

retirement benefits.

Note 29
Selling and Distribution Costs i 2011
Rupees Rupees

Freight and octroi : B 10,720,711
Export sale expenses 38796,712 36,115,109

= 57530,383 46,835,820
Note 30
Administrative Expenses

2011
Rupees
Salaries, wages and other benefits 44 852,158
Printing and stationery 1,111,967
Telephones, telegrams and postage 1,627,208
Traveling and conveyance 834,590
Repairs and maintenance 1,703,095
Vehicles' running and maintenance 5,357,734
Rent, rates and taxes 1,528,460
Insurance 1,573,114
Legal and professional charges 2,479,958
Fees and subscription 1,632,206
Utilities 5,432,014
Entertainment 3.183,156 1,991,879
Advertisement 93,370
Donations 30.2 315,000
Miscellaneous 206,365
Depreciation 18.4 3,833,615
83498 159 74 372,733

30.1 Salaries and benefits include Rs. 4.613 million (2011: Rs. 4.955 million) on account of staff retirement

benefits.

30.2 Directors and their spouses do not have any interest in the donees.

NOte 31 FiEEEE FiEEEE FiEEE
Finance Costs 2011
Rupees
Interest / mark-up on:
- Long term financing 23,042,317
- Liabilities against assets subject to finance lease . 512,673
- Short term borrowings 42465524 47,187,435
57,350,006 70,742,425
Bank charges and commission 7TBB2 018 7,744,412
Bank guarantee commission 879,031 419,210
Interest on workers' (profit) participation fund 362,748

79,268,785




Note 32

Other Operating Charges 2011
Rupees
Auditors' remuneration
- Statutory audit 500,000
- Limited scope review 100,000
- Other attestation services 50,000
650,000
Loss on disposal of property, plant and equipment -
Provision for workers' {profit) participation fund 9,546,335
Provision for workers' welfare fund 2:340.686 2,295,098
Provision for doubtful debts 213,244
Exchange loss 345,054
13,049,731
Note 33
Other Operating Income 20M
Rupees
Income from financial assets:
- Gain on value of investments at fair value through profit or loss 293,971
- Profit on bank account 91,280
- Dividend income - 66,675
- Exchange gain 1,824,620 -
1,839,505 451,926
Income from non - financial assets:
- Gain on disposal of property, plant and equipment - Net - 783,783
Others 356, 1,828,231
5.196,38 3,063,940
Note 34
Taxation 2011
Rupees
Current:
- Current year 45,470,369
- Prior years 3 {4,903,018)
47.833,949 40,567,351
Deferred {22.004,358) 27,791,756
2 68,359,107
201
34.1Reconciliation of tax charge for the year Rupees
Profit before taxation 200,473,652
Tax @ 35% on profit before taxation 70,165,778
Prior year tax charge 6 (4,903,018)
Tax effect of exports under final tax regime (1,047,067) (5,932,507)
Tax effect on income taxed at reduced rates (4.885,214) (7,618,494)
Other adjustments / minimum taxation S769.127 (11,144,408)
Deferred taxation {22,004,359) 27,791,756
25,829,550 68,359,107

485555 e ;g % 5




Note 35

Earnings per Share 2011
Rupees
Basic 7.59
Diluted 7.58
35.1 Basic
Profit after taxation for the year : ;
attributable to ordinary shareholders Rupees 11739368 132,114,545
Weighted average number of ordinary shares
outstanding during the year Number 17971372 17,414,482
Earnings per share - Basic 7.59
35.2 Diluted
Profit after taxation for the year
attributable to ordinary shareholders 132,114,545
Weighted average number of ordinary shares
outstanding during the year 17,414,482
Eamings per share - Diluted 7.59
Note 36

Transactions with Related Parties

Related parties and associated undertakings comprise related group companies, associated companies,
directors and key management personnel. Transactions with related parties and associated undertakings, other
than remuneration and benefits to key management personnel under the term oftheiremployment are as follows:

2011
Rupees
- Purchase of materials, goods and services 180200 162,500
- Rent received for leasehold land 108,000 -
- Sale of materials, goods and services 288,105

- Loan from directors {repaid) / received
- Mark up on loan from directors
- Loans from related parties repaid

(28,100,000)

1,112,736
(9,376,881)

There were no transactions with key management personnel other than undertaken as per terms of their
employment that have been disclosed in Note 37. Sale and purchase transactions have been carried out on
commercial terms and conditions under comparable uncontrolled price method.




Note 37
Chief Executive's, Directors' and Executive's Remuneration

The aggregate amounts charged in the financial statements for the year as remuneration and benefits to the chief
executive, directors and executives ofthe Company are as follows:

2012 2011
Chief Directors | Executives Chief Directors Executives
Executive Executive

Rupees Rupees Rupees Rupees Rupees Rupees
Managerial remuneration 6,272,727 7,358,182 6,930,868 3,818,182 6,153,272 6,705,069
Medical 627,273 735,818 693,088 381,818 615,328 670,507
Bonus 350,000 523,378 606,688 350,000 511,550 545,573
Staff retirement benefits 575,000 617,800 710,350 350,000 511,550 676,383

7,825,000 9,235,178 8,940,994 4,900,000 7,791,700 8,597,532
Number of persons 1 3 / 1 3 /

37.1 The chief executive, three directors and four executives are provided with free use of Company
maintained vehicle. Executive is defined as an employee with basic salary exceeding Rs. 500,000.
37.2 No meeting fee has been paid to any director of the Company.

Nots 38
Segment Information

For management purposes, the aclivities of the Company are recognized into one operating segment, i.e.
manufacturing and sales of yarn. The Company operates in the said reportable operating segment based on the
nature of the product, risk and return, organizational and management structure and internal financial reporting
systems. Accordingly, the figures reported in these financial statements related to the Company's reportable
segment. Entity-wide disclosures regarding reportable segment are as follows:

Information about products:

- Yarn

Major customers:
2 custometrs {2011: 2 customers)

Revenue from external customers attributed to foreign countries

All non-current assets of the Company are located in Pakistan as at the reporting date.

Note 39

Plant Capacity and Production 2012 2011
Percentage Percentage

Plant capacity converted into 20/S count based on

three shifts per day for 365 days (2011: 365 days) 35,301,278 35,301,278

Actual production converted into 20/3 count 31,976,020 31,284,077

Reasons for shortfall

The main reason of shortfall in production for the year was temporary closure of production facilities of Unit No. 3
and 4 for one and half months. Other factors attaributable to under utilization are yarn spun, spindles' speed, twist,
maintenance of machinery, power shutdown etc.




Note 40

Financial Risk Manhagement

401

Financial risk factors

The Company's activities expose it to a variety of financial risks: market risk (including currency risk,
other price risk and interest rate risk), credit risk and liguidity risk. The Company's overall risk
management policies focus on the unpradictability of financial markets and seek to minimize potential
adverse effects on the financial performance.

Risk management is carried out by the Board of Directors (the Board). The Board provides principles
for overall risk management, as well as policies covering specific areas such as currency risk, other
price risk, interest rate risk, credit risk and liquidity risk.

(a)

Market risk
(i) Currencyrisk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange rates. Currency risk arises mainly from future
commercial transactions or receivables and payables that exist due to transactions in foreign
currencies.

The Company is exposed to currency risk arising from various currency exposures, primarily
with respect to the United States Dollar (USD). Currently, the Company's foreign exchange risk
exposure is restricted to the amounts receivable from / payable to foreign entities. The
Company hedges its export bills proceeds through discounting, when considered appropriate.
The Company's exposure to currency risk was as follows:

2012 2011

Rupees in thousands
Trade debts 67,445 51,710
Gross balance sheet exposure 67,445 51,710
Qutstanding commitments against letters of credit (41,461) -
Qutstanding commitments against foreign exchange bills payable {254,478) (216,662)
Net exposure (228,494) (164,952)
The following significant exchange rates were applied during the year:
Rupees per US Dollar
Average rate 89.93 86.24
Reporting date rate 94.25 86.05

Sensitivity analysis

If the functional currency, at reporting date, had weakened / strengthened by 5% against the
USD with all other variables held constant, the impact on profit before taxation for the year
would have been Rs. 3.372 million (2011: Rs. 2.586 million) respectively higher / lower, mainly
as a result of exchange gains / losses on translation of foreigh exchange denominated financial
instruments.




Note 40 - Financial Risk Management .... Contd.
(ii) Other price risk

Other price risk represents the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market prices {other than those arising from interest rate risk or currency risk), whether
those changes are caused by factors specific to the individual financial instrument or its issuer, or factors affecting
all similar financial instrument traded in the market. The Company is exposed to equity and commodity price riskin
respect of investments carried at market value. Following analysis shows the impact of change in equity and
commodity price.

Change in Effect on
Year Commodity Profit
Prices before Tax
% Rupees
(000)
Equity instruments 2012 +10% 75.106
2012 -10% (75.108)
2011 +10% 74705
2011 -10% (74.705)

{(iii) Interest rate risk

This represents the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market interest rates.

The Company has no significant long-term interest-bearing assets. The Company's interest rate risk arises from
long term financing, lease liabilities and short term borrowings. As the borrowings are obtained at variable rates,
these expose the Company to cash flow interest raterisk.

At the balance sheet date the interest rate profile of the Company’s interest bearing financial instruments was

as follows:
2012 2011
Rupees in thousands

Floating rate instruments

Financial liabilities

Long term financing 189,787 244,424
Liabilities against assets subject to finance lease 1,694 3,263
Short term borrowings 184,491 190,801

Financial assets

Bank balances - saving accounts 150 150




Note 40 - Financial Risk Management .... Contd.
Cash flow sensitivity analysis for variable rate instruments
The following analysis demonstrates the sensitivity to a reasonably possible change in interest rates, with all other

variables held constant, of the Company's profit before tax. This analysis is prepared assuming the amounts of
floating rate instruments outstanding at balance sheet dates were outstanding forthe whole year.

Change in Effect on
interest Profit
rates before Tax
% Rupees
Thousands
Long term financing 2012 +1.00 1,898
-1.00 (1,898)
2011 +1.00 2,444
-1.00 (2,444)
Liabilities against assets subject to finance lease 2012 +1.00 17
-1.00 17N
20M +1.00 33
-1.00 (33)
Short term borrowings 2012 +1.00 1,845
-1.00 {1,845)
2011 +1.00 1,908
-1.00 {1,908)
Bank balances - saving accounts 2012 +1.00 1.50
-1.00 {1.50)
201 +1.00 1.50
-1.00 {1.50)

(b) Credit risk

Credit risk represents the risk that one party to a financial instrument will cause a financial loss for the
other party by failing to discharge an obligation. Carrying amounts of financial assets represent the
maximum credit exposure. The maximum exposure ta credit risk at the reporting date was as follows:

2012 2011
Rupees in thousands
Long term deposits 2,860 1,627
Trade debts 83,502 75,631
Advances, trade deposits and other receivables 2,509 763
Short term investments 751 747
Bank balances 42,278 8,255

The credit quality of cash and bank balances that are neither past due nor impaired can be assessed by
reference to external credit ratings (if available) or to historical information about counterparty default rate:




Note 40 - Financial Risk Management .... Contd.

Allied Bank Limited

Habib Bank Limited
National Bank of Pakistan
MCB Bank Limited

Habib Metropolitan Bank Limited A1+

Bank Alfalah Limited
NIB Bank Limited
United Bank Limited
JS Bank Limited

(c

S—

Liquidity risk

Rating Rating
Shortterm | Long term | Agency 2012 2011
Rupees in thousands

Al+ AA PACRA 3,422,509 273,046
Al+ AA+ JCR-VIS 1,465,148 39,498
Al+ AAA JCR-VIS 224,019 1,082,044
Al+ AA+ PACRA 7,580,723 2,092,128
AA+ PACRA 9,959,479 4,389,342

Al+ AA PACRA 10,114,616 205,359
Al+ AA- PACRA 129,069 129,072
Al+ AA+ JCR-VIS 44,557 44,557

Al A PACRA 9,230,348 -

42,170,468 8,255,046

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with
financial liabilites. The Company manages its liquidity risk by maintaining sufficient cash and the
availability of funding through an adequate amount of committed credit facilities. As at the balance sheet
date, the Company had Rs. 578.1215 worth unavailed short term borrowing limits available (both funded
and unfunded) from financial institutions and Rs. 42.170 million cash and bank balances. Following are the
contractual maturities of financial liabilities, including interest payments.

Contractual maturities of financial liabilities as at June 30, 2012:

Liabilities against leased assets
Long-term finances
Trade and other payables
Accrued interest

Short term borrowings

Contractual maturities of financial liabilities as at June 30, 2011:

Liabilities against leased assets
Long-term finances
Trade and other payables
Accrued interest

Short term borrowings

Carrying Contractual| Within 1 More than 5
2-5 Years
Amount cash flows year years
---------- Rupees in thousands ----------

1,694 1,788 1,788 - -
189,787 212,561 72,265 140,296 -
206,734 206,734 206,734 - -

8,427 8,427 8,427 - -
184,491 184,491 184,491 - -
591,133 614,001 473,705 140,296 -

Carrying Contractual| Within 1 2-5 Years More than 5
Amount cash flows year years
—————————— Rupees in thousands -------—-——-

3,263 3,662 1,835 1,827 -

244,424 287,467 65,754 215913 5,800
93,934 93,898 93,898 - -
12,980 12,980 12,980 - -

190,801 221,329 221,329 - -

545,402 619,336 395,796 217,740 5,800

The contractual cash flows relating to the above financial liabilities have been determined on the basis of
interest rates / mark up rates effective as at 30 June. The rates of interest / mark up have been disclosed in




Note 40 - Financial Risk Management .... Contd.

40.3 Financial instruments by categories

Financial instruments as at June 30, 2012

Cash and . Assets at fair
Loans and | Available
Cash value through Total
. advances for sale
Equivalents profit or loss
---------- Rupees in thousands ----------
Assets as per balance sheet
Long term deposits - 2,860 - - 2,860
Short term investments - - - 751 751
Trade debts - 83,502 - - 83,502
Deposits and other receivable - 2,509 - - 2,509
Cash and bank balances 42,721 - - - 42,721
42,721 86,010 - 751 129,482
Financial
liabilities at
amortized
cost
Rupees in
thousands
Long term financing 189,787
Liabilities against assets subject to finance lease 1,694
Trade and other payable 206,734
Accrued markup 8,427
Short term borrowings 184,491
591,133
Financial instruments as at June 30, 2011
Cash and Loans and | Available Assets at fair
Cash value through Total
. advances for sale
Equivalents profit or loss
---------- Rupees in thousands --------—--
Assets as per balance sheet
Long term deposits - 1,627 - - 1,627
Short term investments - - - 747 747
Trade debts - 75,631 - - 75,631
Deposits and other receivable - 763 - - 763
Cash and bank balances 8,784 - - - 8,784
8,784 76,394 - 747 85,925
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Note 40 - Financial Risk Management .... Contd.

Financial
liabilities at
amortized
cost
Rupees in
thousands

Long term financing 244,424
Liabilities against assets subjed to finance lease 3,263
Trade and other payable 93,934
Accrued markup 12,980
Short term borrowings 190,801

545,402

40.2 Fair values of financial assets and liabilities

Carrying values of all financial assets and liabilities reflected in financial statements approximate to
their fair values. Fair value is determined on the basis of objective evidence at each reporting date.

Note 41
Capital Risk Management

While managing capital, the objectives of the Company are to ensure that it continues to meet the going concern
assumption, enhance shareholders' wealth and meets stakeholders' expectations. The Company ensures its
sustainable growth viz. maintaining optimal capital structure, keeping its finance cost low, exercising the option of
issuing right shares or repurchasing shares, if possible, selling surplus praperty, plant and equipment without
affecting the optimal production and operating level and regulating its dividend payout thus maintaining smooth
capital management.

In line with others in the industry, the Company monitors capital on the basis of the gearing ratio. This ratio is
calculated as het debt divided by total capital. Net debt is calculated as total borrowings (including current and non
current) and finance leases less cash and cash equivalents. Total capital is calculated as equity as shown in the
balance sheet plus net debt.

As at the balance shest date, the gearing ratio of the Company was as under:

2012 2011
Rupees in thousands

Total borrowings 375,972 438,488
Cash and bank balances {42, 721) (8,784)
Net Debt 333,251 429,704
Equity 719,733 588,111
Total Capital 1,052,984 1,017,815

Gearing Ratio 31.65% 42.22%




Note 42
Subsequent Events

The directors in their meeting held on September 29, 2012 have recommended a final cash dividend of Rs. 1.00
{2011: Rs. 0.5) pershare in respect of the year ended June 30, 2012.

Note 43
Authorization of Financial Statements

These financial statements were authorized for issue by the Board of Directors of the Company on September
29, 2012.

Note 44
General

Figures have been rounded off to the nearest rupee.

Comparative figures have been re-arranged / reclassified, wherever necessary, to facilitate comparison. No
material rearrangements have been made in these financial statements.

CHIEF EXECUTIVE DIRECTOR




HELD BY THE SHAREHOLOER

No. of Share Holding Total
Shareholders From To Shares Held
478 1 100 13,169
248 101 500 58,794
47 501 1,000 32,948
48 1,001 5,000 92,458
3 5,001 10,000 23,570
4 10,001 15,000 50,974
3 15,001 20,000 53,077
1 20,001 25,000 22,174
2 35,001 40,000 75,715
1 105,001 110,000 105,907
1 265,001 270,000 265,553
1 270,001 275,000 272,474
1 380,001 385,000 382,517
1 430,001 435,000 432,131
2 450,001 455,000 903,015
1 545,001 550,000 548,531
1 815,001 620,000 517,991
1 515,001 820,000 819,660
2 830,001 835,000 1,669,999
1 835,001 840,000 837,470
1 1,070,001 1,075,000 1,074,917
1 2,440,001 2,445,000 2,442,599
2 3,585,001 3,590,000 7,175,729

851 17,971,372




8r. No. Categories of Shareholders Physical cDC Total Percentage®

1 Directors, Chief Executive and

Their Spouses and Monor Children

Mr. Imran Aslam - Chief Executive/Director - 3,587,865 3,587,865 19.964
Mian Parvez Aslam - Director - 1,074,917 1,074,817 5.981
Mrs. Nazish Imran - Director 8650 - 650 0.004
Mr. Naveed Sheikh - Director 650 - 650 0.004
Mr. Humayun Bakht - Director 650 - 650 0.004
Mr. Rashid Ahmad - Director 650 - 650 0.004
Mr. Hassan-ud-Din Ansati - Director 650 - 650 0.004
Mrs. Fakhra Parvez - Spouse - 837,470 837,470 4.660

3,250 5,500,252 5,503,502

2 Executives - - - -
3 Associated Companies, Undertakings
& Related Parties
Sargodha Jute Mills Limited - 14,990 14,990 0.083
Related Parties
Mr. Irfan Aslam - 3,587,864 3,587,864 19.964
Mrs. Saima Hassan - 451,508 451,508 2512
Mrs. Sadaf Yusuf - 451,507 451,507 2.512

Total: - 4,505,869 4,505,869




8r. No. Categories of Shareholders Physical cDC Total Percentage®

4 National Investment Trust Limited 410 - 410 0.002
5 Mutual Funds
Golden Arrow Selected Fund Limited 122 - 122 0.001
6 Banks, NBFC's, DFI's, Takaful, Pension Funds 30 - 30 0.000
7 Modarabas - - - -
8 Insurance Companies 600 2,763 3,363 0.019
9 Other Companies, Corporate Bodies, Trust etc. 11,070 - 11,070 0.062
10 General Public - Local 3,793,406 4,153,600 7,947,006 44.220
Grand Total: 3,308,888 14,162,484 17,971,372 100.000

Shareholders more than 5% shareholding

Mian Parvez Aslam - 1,074,917 1,074,817 5.981
Mian Shahzad Aslam 760,382 1,682,217 2,442 599 13.592
Mr. Imran Aslam - 3,587,865 3,587,865 19.964

Mr. Irfan Aslam - 3,587,864 3,587,864 19.964




/e , being member(s)

of Shahzad Textile Mills Limited and holder of Shares as per Folio No.

CDC Participant ID # and Sub Account # do hereby appoint
of or failing him/her
of as my/our proxy

to attend, speak and vote for me/us and on my/our behalf at the Annual General Meeting of
Shahzad Textile Mills Limited scheduled to be held on Tuesday, October 30, 2012at 12.15 p.m.
at 19-A, Off. Zafar Ali Raod, Gulberg-V, Lahore and at any adjourhnment thereof.

As witness my/our hand this day of 2012

Please affix here Revenue
Stamp of Rs.5/-

Members’ Signature

Notes:
1. A member entitled to attend and vote at a General Meeting is entitle d to appoint a proxy.
2. Proxies, in order to be effective, must be received at the Company's Registered Office, 19-A,

Off. Zafar Ali Road, Gulberg-V, Lahore, not later than 48 hours before the time for holding the
meeting and must be duly stamped, sighed and withessed.

3. CDC account holders will further have to follow the under-mentioned guidelines as laid down
in circular #1, dated 26th January, 2000 of The Securities and Exchange Commission of
Pakistan.

i) In case of individuals, the account holder andfor sub-account holder whose securities
and their registration details are uploaded as per the Regulations, shall submit the proxy
form as per the above requirement.

(iv) The proxy form shall be withessed by two persons, whose names, addresses and CNIC
numbers shall be mentioned on the form.

V) Attested copies of the CNIC or the passport of beneficial owners and the proxy shall be
furnished with the proxy form.

(vi) The proxy shall produce his original CNIC or original passport at the time of the
Meeting.
{vii) In case of corporate entity, the Board's resolution/power of attorney with specimen

signatures of the proxy holder shall be submitted (unless it has been provided earlier)
alongwith proxy form to the Company.




