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A modern dynamic mdustrial wnit, which is a true model
of socially responsible and professionally managed successful

business enlerprise.

Ghazt Fabric International Ltd., strives to excel in the
global competitive environment as the most progressive and
guality-oriented company m terms of mdustry

henchmarks. prr}ﬁtrthfﬁty and stake holders interest,

To realize our mission, we firmly believe in continuous
process of balancing, modermization and replacement
of our technology; commitment in developing
mnovative products, services and lnonan rvesources;
and the betterment of all

those involved divectly or mdivectly with the company.
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STATEMENT OF ETHICS AND BUSINESS PRACTICES

It is a strong belief of the management of the Company that a clear vision, a positive mission and fully spelled out
code of ethics and business practices is a pre-requisite to good corporate governance,

Therefore, the Company in addition to the adherence of its mission statement shall observe the compliance of the
following codes of ethics and best business practices.

¥

ETHICS

Discipline

It shall be the joint and several responsibility of management and every employee of the company to
maintain the discipline in the Company.

Coordination among staff

The management shall provide a conducive environment for the effective coordination ameng the
members of the staff and management.

Conflict of interest

Management and employees of the Company are hereby committed not te engage in any activity which is
against the interest of the Company. Staff members shall not conduct any personal business in the Company
premises and with the use of facilities provided by the Company for official use. If any employee has a direct
or Indirect relatisnship with any organization dealing with the Company he should disclose it immediately
to the Company.

Confidentiality

Management and employees of the Company are hereby committed to the confidentiality of the business
information to the outsider of the Company unless it is required by a competent authority having
jurisdiction te the affairs of the Company. Even if they leave the Company shall not loose the eanfidentiality
of Company secrets.

Kick Backs/. Undue favour or unwarranted gifts

Meither employees nor member of the board of directors shall accept any personal gift. favour or kick backs
from any organization dealing with the Company. In case this favour is considered to be for the purpose of
the Company the same should be disclosed to the management of the Company immediately.

BUSIMESS PRACTICES
Environment
i) Pollution free environment

The Company shall not engage in any business or production process, which does not meet the
international standards of environment protection.

i) Drugs free environment

The use of drugs shall be strictly banned in the premises of the Company and empleyment should
not be given to any person apparently engaged in the trafficking of drugs or appears to be an addict
ofdrugs.

Health and safety
Health and safety of all the staff and employees particularly and of the society in general is a great concern
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for the management of the Company and therefore the management of the Company shall take every
measure to protect the health and safety of its employees.

Commitment

A bi-lateral commitment with the employees, management, shareholders, suppliers and customers shall be
of prime importance in every instance All the management and employee the Company shall not make any
commitment,the compliance of which is beyond their control and it they commit, every effort shall be made
to fulfill the commitment.

Financial discipline and books of accounts

Compliance with all the approved accounting standards applicable in Pakistan and requirements of the
Companies Ordinance 1984, rules and procedures shall be followed at all time, All cransactions if duly
authorized shall be properly and fully recorded. All the payments made shall be for the purpese of the

business of the Company. Books of accounts shall reflect a crue and fair position of all the asserts, liabilities
and funds. Company shall not maintain the integrity and reputation of the Company.

Relationship with Govt. Officials, Suppliers, Customers and Agents

Only the concerned and knowledgeable members of the relevant field of the Company shall conduct
dealing with Govr. officials, suppliers, customers and agents. The dealing members shall always maintain the
integrity and reputation of the Company.

Training

Training of the employees shall be an impertant part of business practices.The management shall rake steps
that training of every employee is ensured fram his joining te the retirement.

Child/ forced labour

Policy of the Company is not to employ child labour or forced labour directly or indirectly.
Equality policy

There is absolutely no discrimination in the Company on the basis of race, caste, national origin, religion,
disability. gander or palitical affiliation, Corporal punishment, mental or physical coercion and verbal abuse
of workers is strictly forbidden.

The management of the Company shall ensure implementation of these codes. regular monitoring,
review for modification/ amendment where necessary.
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MOTICE is hereby given that the 20" Annual General Mesting of the Sharsholders of GHAZI FABRICS
INTERMATIOMAL LTD. will be held on Saturday che 24" Ocrober, 2008 ac 10:30 am.ar Qasr-e-Meoor, 9-E-
1, Gulberg-lll.Lahore to transact the following business:-

ORDINARY BUSINESS:

| .To confirm the minutes of | 9" Annual General Meeting of the members of the Company held on Monday the 27
Ocrober, 2008,

2.To receive, consider and adopt the audited accounts of the Company for the year ended june 30,2009 together
with the Directors’ and Auditors' Reports thereon.

3. To appointAuditors and fix their remuneration for the year ending June 30,2010.The present auditors Mis,
Qadeer & Co., Chartered Accountants, retire and being eligible has offered themselves for reappointment.

4.To ransact any other ordinary business with the permission of the Chair,

By arder of the Board
LAHORE: MAUMAN IQBAL, ACA
Oetober 02,2009, Company Secretary
NOTES:-

I. ShareTransfer Books of the Company will remain closed from |7 October, 2009 to 247 October, 2009 (both
days inclusive).

. A member entitled to attend and vote at the meeting may appoint a proxy to attend and vote instead of
him/her. Proncy Forms must be deposited at the Company's Registered Office not less than 48 hours before
the time for holding the meeting.

. Shareholders whose shares are deposited with CDC must bring their Original Computerised Mational
Identity Card or Passport alongwith Participant’s |D number and their account number at the time of
attending the meeting to prove identity and in case of proxy must enclose an attested copy of CNIC.
Representatives of Corporate Members should bring the usual documents required for chis purpose.

IV, Sharehelders are requested to notify the change in their addresses. if any immediately.
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DIRECTORS' REPORT

The Board of directors are pleased ta present the annual repare of the Company alongwith the audited
financial statements for the year ended June 30, 2009, In compliance with the Code of Corporate Governance,
these financial statements are have been endorsed by the Chief Executive Officer and Chief Financial Officer of
the Company, recommended for approval by the Audit Committee of the Board and approved by the Board of
Directors for presentation.

Overall market scenario and future outlook

The year under review presented unprecedented challenges. The global economic meltdown resulted in
deteriorating trade and wersening financial envirenment followed by unprecedented internatienal financial crises.
On the domestc fron financial markets remain illiquid as a result of macroeconomic imbalance. The rupee
devalued by meore than 30% during the year. Interest rates also increase by more than 60 % with lending rates
crossing |B%, Inflation remains around 25%. Oil prices touched a level of $147/ barrel, and as the government
started passing energy costs on the consumers, the impact of the inflation was compounded, and last but not the
least energy shortage added more 1o the gravity of the situation. Al of these factors made the trading and business
environment very wvolatile and extremely difficule. Al the major economic sectors. including agriculture,
manufacturing and investment showed poor performance and the economy grew not only less than budgeted but
the growth was even lower than last year,

Financial highlights

2009 2008
Rupees i thausands
Sales 3061957 2,894,539
Operating profit! (loss) 54,551 (44,962)
Financial charges {1&1.632) (106,535)
Loss before tax (130,636) (161,723)
Loss after tax (1533,%67) (184,251)
Earning per share (EFS) Rs. (4.72) (5.65)

Your Company has posted a afeer tax loss of Rs. 153.967 million as compared to a loss of Rs. 184.251 million
last year. On account of accumulated losses, the Company has not declared any dividend.

While the aforementioned challenging and volatile business conditions had an impact on our performance,
aperating performance of the business depleted a positive sign as compared te last year and we are optimistic gaing
forward as the Company's operations keeps on improving.

Hewever, the increase in finaneial eosts, energy shortfall and rapid rupee devaluation were the major shocks for the
Company. The trading conditions remain challenging and valatile for 2009.

Future prospects

With global pricing remain under pressure for the foreseeable future, cur challenge remains to maintain pricing and
margins.

We remain hopeful of the improving macre and micre economic situation of the country, This will create stable
business environment and management of your company is striving hard to make a quick turn around in the
operational results by taking serious steps to optimize its processes and develop 2 stronger and maore loyal
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DIRECTORS' REPORT

The Board of directors are pleased to present the annual report of the Company alongwith the audited
finaneial statements for the year ended |une 30, 2009. In compliance with the Coade of Corporate Governance,
these financial staterments are have been endorsed by the Chief Executive Officer and Chief Financial Officer of
the Company, recommended for approval by the Audic Committee of the Board and approved by the Board of
Directors for presentation.

Overall market scenario and future outlook

The year under review presented unprecedented challenges. The global economic meltdown resulted in
detertorating trade and worsening financial environment followed by unprecedented international financial erises.
On the domestic front financial markets remain illiquid as a result of macroeconomic imbalance. The rupee
devalued by mere than 30% during the year, Interest rates also increase by more than 60 % with lending rates
crossing 18%. Inflation remains around 25%. Oil prices wouched a level of $147/ barrel, and as the government
started passing energy costs on the consumers, the impact of the inflatien was eampounded, and last but net the
least energy shortage added more to the gravity of the situation Al of these factors made the trading and business
environment very volatile and extremely difficule, All the major econemic sectors, including agriculture,
manufacturing and investment showed poor performance and the economy grew not only less than budgered but
the growth was even lower than last year.

Total Total
Financial highlights AABaE T bk
meetings meeting
Sr.# Particulors held attended
L Mr. Mohammad Arshad Chaudhry 5 5
2 Mr. Mohammad Tarig 5 4
3. Mr. Kamran Arshad 5 5
4. Mr. Rizwan Arshad 5 5
5. Mrs. Azra Yasmin 5 5
6. Miss Fareeha Arshad 5 5
7 Miss Wajesha Arshad 5 3

‘Your Company has posted a after tax loss of Rs. 153.967 million as compared to a loss of Rs. 184.25] million
last year, On account of accumulated losses, the Company has not declared any dividend.

While the aforementioned challenging and wolatile business conditions had an impact on our performance,
operating performance of the business depicted a positive sign as compared to last year and we are optimistic going
forward as the Company's operations keeps on improving.

However, the increase in financial costs, energy shortfall and rapid rupee devaluation were the major shocks for the
Compary.The trading eonditions remaln ehallenging and valatile for 2009,

Future prospects
With glabal pricing remain under pressure for the foreseeable future, cur challenge remains te maineain pricing and
Margins.

We remain hopeful of the improving macre and micro economic situation of the country, This will create stable
business envirenment and management of your company is striving hard to make a guick wrn around in the
operational results by taking serious steps to optimize its processes and develop a stronger and more loyal
customer base This will yield positive results in the long term.
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Related parties

The transactions between the related parties were carried out at arm's lergth prices determined in accordance
with the comparable uncontrolled prices method. The Company has fully complied with the best practices on
transfer pricing as contained in the listing regulations of the steck exchanges in Pakistan.

Carporate governance

Your Company complies with the requirements of best practices of Code of Corporate Governance. In order to
protect and enhance the long term value of shareholders the Board is responsible for the overall corporate
governance of the Company including approving strategic policies and decisions, capital expenditures, appointing,
remaving and creating succession policies. In compliance with the Code of Corporate Governance following
statements are given for corporate reporting frame work:

I Financial statements prepared by the management represent fairly and accurately Company's state of
affairs, resules of its operations, cash flows, and changes in equity,

1 Preper books of accounts have been maintained,

Appropriate accounting policies have been consistently applied in the preparation of financial
staternents and accounting estimates are based on reasonable and prudent judgment.

4. Intermational Accounting Standards as applicable in Pakistan have been followed in the preparation of
financial statements.

5. System of internal control is sound in design, has been effectively implemented and being monitored
continuoushy. On-going review will continue in future for further improvements in controls,

[ The Company has sound patentials te continue as gaing concern.
7. Keeping in view the accumulated losses the Company is not declaring dividend.
8. Finaneial highlights for the last six years are annexed
9. There has been no material deparcure from best pracrices of corporate governance.
For and on behalf of the Board
Lahare {Mohammad Arshad Chaudhry)

Seprember |9, 2009 Chief Executive
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CATEGORIES OF SHAREHOLDING
&r Mo, of Mo. of Shares
# e e Shareholders held datiai
| |individuals 5317 15,978,000 48.96
1 JICP Investment Corp. of Pakistan | 15,900 0.05
1 | Chiel Executive Officer Mr. Moharmwmad Arshad Chaudhey | 18,200,000 49.95
4 |Director Mrs. Azra Yazmin | 1,000 0.00
5 - Mr. Kamran Arshad | 1,000 (.00
[ - Mr. Mohammad Tarig | I,000 .00
7 g~ Miss, Faresha Arshad | 1,000 (.00
8 - Miss. Waieeha Arshad | 500 0,00
i ~to- Mr. Rizwan Arshad | 000 0.00
0 |Public sector companies {Joint Stock Companies) T 181,300 0.56
Il |Mon banking financial institution {Invvestment Banbs) 4 17,600 (.08
11 |Insuarnce companies | 124,500 038
13 |Modarabas 2 2,800 0.1
5,359 32,635,600 10000

SHAREHOLDERS HOLDING TEN PERCENT OR MORE YOTING INTEREST IN THE COMPANY

MName of the shareholder Mo. of shares Percentoge
Mr. Moharririad Arshad Chaudhry 16,300,000 49.95
16,300,000 4595

Annual Report 2009 g GF|~1&'
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THE COMPANIES ORDINAMCE 1984
(Section 236(1) and 464)
PATTERN OF SHAREHOLDING
AS AT 30TH JUME, 1009
NUMBER OF HOLDINGS TOTAL
SHAREHOLDERS FROM TO SHARES HELD
594 I 100 58,676
4,015 101 500 1,832,244
151 501 1,000 343,188
303 1,001 5,000 757,922
50 5,001 10,000 390,500
14 10,001 15,000 177,970
10 15,001 20,000 180,200
3 20,001 25,000 71,700
3 25,001 30,000 85,100
1 30,001 35,000 68,500
I 35,001 40,000 35,500
I 40,001 45,000 43,400
I 65,001 70,000 68,000
i 95,001 100,000 100,000
i 105,001 110,000 106,000
I 120,001 125,000 124,500
I 145,001 150,000 150,000
I 300,001 305,000 301,400
I 875,001 BEO,000 877,200
i 885,001 890,000 886,500
1 3,220,001 3,125,000 6,447,000
I 3,225,001 3,220,000 3,230,000
I 16,295,001 16,300,000 16,300,000
5,359 32,635,600
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SUMMARY OF LAST SIXYEARS FINANCIAL RESULTS

I

Description 2009 2008 2007 2006 | 2005 | 2004
Operating performance Rupees in '000"
Sales - net 3,061,957 | 2894539 | 2,758,729 | 1.423.485 | 1,690,006 | 2,060,539
Cost of sales 1888225 | 2828777 | 2709747 | 2236963 | 1.636404 | 2,003,935
Gross profic 73,733 65,762 48,982 186,522 53,602 56,604
Operating profit 54,551 (44,962} | (54.524) 80,087 | (31,140 (7.785)
Profit after tax {153,997) | (184,252) | (183,249) 6,595 (102,722) (67.830)
Financial position Rupees in "000"
Property, plant and equipement-nee | 530,188 | 1,581,353 | 1,683,150 | 1,781,739 | 1,593,238 | 1,249.699
Capital work in progress 69,082 i7.809 54,5%4 77,963 296,550
Fixed assets 1,530,188 | 1,650,435 | 1,720,959 | 1,836,333 | 1.671,201 | 1,546,249
Current asels
Stores, spares and logse tooks 53,855 34,702 29,555 27,707 25,558 20415
Stocks in trade 733463 582,302 359,710 343,524 179517 299,435
Chther current assets 216,792 172,939 188,388 127,710 175,230 189,992
Cash and cash equivalent 31,544 2,902 iarg 4,593 14,898 6013
1,007,654 792844 581,531 503,534 395,203 516,055
Current liabilities
Short term borrowings 859,276 757.793 296,618 208,028 99,523 292,763
Current portion of long term loans | |36,335 249,466 285716 194,583 151,250 52,500
Other current liabilices 181422 152,257 128,335 112115 134,496 166,151
1,177,032 | 1,159.516 710,669 514,726 385,269 510414
Met working capital (169,379) | (366,672} | (129,138) | (11,192} 9,934 4,64
Long term loans 1,300,545 | [, 0115587 | 1,224,759 | 1,229.207 | 1,020,427 821,889

GFI)
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STATEMENT OF VALUE ADDITION

Yalue Added

Sales

Less: Manufacturing, Administration and General Experises

Orther Income
Towal Value Added

Distrib

E-mrlng-tns:
Salaries and wages

Governmaent:
Corporate Tax
Deveiopment surcharge

Lenders;
Markup on Loans

Retained In Business:
Drepreciation
Pl Bedore Tax

Total Value Added

Distribition

Employees
Gavernment
Lenders
Depreciatian
Retaired in business

“} GHAZ| FABRICS INTERNATIONAL LIMITED

2009 2008
Rupees

3093333450 1,%23,578,550
2693647 617 2.643,505,1 65
399,485,822 180,073,385
1,601,546 5,232,405
401,087,778 285305790
126,565,265 168,466,570
13330453 12528354
2,748,191 2,709,883
26,078,645 15,338,237
153,371,690 99,109,199
149,038,795 156,747 656
{153.966.621) {184,250,572)
{4527 823) (27.508,716)
401,087,778 185,305,790
56.47% GEDE%
6.50% B85%
3B24% I474%
3T 16% 54 94%
-JB37% -t SE%
100,00 100.00%
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STATEMENT OF COMPLIANCEWITHTHE CODE OF CORFPORATE GOVERMANCE

FORTHEYEAR ENDED JUNE 30, 2009

This statement Is being presented to comply with the Code of Corporate Governance contained in listing
regulations of Karachi and Lahore Stock Exchanges for the purpose of establishing a framewark of good
governance, whereby a listed company is managed with the best practices of corporate governance.

The Company has applied the principle contained in the Code of Corporate Governance in the following manner:

The Company encourages the representation of independent directors, non-executive directors and
directors elected from minority interest, at present board consists of one chief executive and ane
unpaid whale time director assisting the chief executive and five non executive directors. However,
there are expectations of independent directors coming on the board in the next election of directors.

Mo director of GFIL is on the Board of Directors of more than ten companies,
There has been no casual vacancy in the Board during the year 2009,

All the directors of the Company are regular tax payers and none of them has ever defaulted in payment
of any loan to any banking company. development financial institution or non-banking financial
institution. Mone of the directors of the Company is a member of the Stock Exchanges on which shares
of the Company are traded,

The Company has prepared a“*5tatement of Ethics and Business Practices” which has been signed by all
the directors and employees of the Company.

The Company has adopted vision/ mission statement and overall corporate strategy.A complete record
of all the significant policies approved and adepued has been maintained.

All the powers of the Board have been exercised by the beard especially approval of material
transactions,appeintment and the terms and cenditions of the employment of CEQ, Executive Directar,
CFO, Company Secretary and other executives of the Company.

All the meetings of the board were presided over by the chairman and the board mer at least once in
every quarter¥Written notice of the board meeting along-with agenda and working papers were issuad
at least seven days before the meeting. The minutes of the meeting were appropriately recorded and
circulated,

The directors are well aware of their duties and responsibilities as outlined by corporate laws and listing
regulations.

Mo new appointment of Chief Financial Officer or Head of Internal Audit has been made during the year,
except for the Company Secretary. However, the Board has approved their annual remuneration and
terms and conditions of employment,as determined by the Chief Executive Officer.

The Directars' report has been prepared in compliance with the requirement of Code of Corporate
Governance and all the salient matters required to be disclosed has been spelled out property.

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

20.

Lahore

September 19,2009

fﬁl GHAZ| FABRICS INTERNATIONAL LIMITED
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The directors, CEQ and other executive of the Company do not held any interest in the Company
other than that disclesed in the pattern of shareholding,

The Company has complied with all the cerporate and financial reparting framework requirements.

The Company has formed an audit committee. It comprises three members, Two of them are non-
executive directars, including the chairman of the committee,

The meetings of the audit committee were held at least once every quarter prier to the approval
interim and final results of the Company and as required by the Code. The terms of reference of the
committee have been formed and advised to the committee for compliance.

The Board has setup an effective internal audit function headed by a whole time suitably qualified
person.

The statutery auditors of the Company have eonfirmed thar they have been given a satisfactary rating
under the Quality Control Review program of the Institute of Chartered Accountants of Pakistan, that
they or any of the partners of the firm, their spouses and miner children do not hald shares of the
Company and thar the firm and all its parmers are in compliance with International Federation of
Accountants (IFAC) guidelines an code of ethics as adopred by the Institute of Chartered Accountants
of Pakistan,

The statutory auditers or the persons associated with them have not been appointed o provide other
services except in accordance with the listing regulations and the auditors have confirmed that they

have observed IFAC guidelines in this regards.
Yve confirm that all the material principles contained in the code have been complied with.

For and on behalf of the Board

(Mohammad Arshad Chaudhry)
Chief Executive
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AUDITORS' REVIEW REPORT TO THE MEMBERS
On Statement of Compliance with the Best Practices of the Code of
Corporate Governance

We have reviewed the statement of compliance with the best practices contained in the Code of Corporate
Governance as applicable to the company for the year ended June 30,2009 prepared by the Board of Directors of
Ghazi Fabries International Limited (“the Company”) te comply with the Listing Regulations of the
respective Stock Exchanges, where the Company is listed.

The reasenabilicy for the compliance with the Code of Corporate Governance is that of the Beard of Directors of
the company. Our responsibility 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 Governance and report if it does not.A review is limited primarily to inquiries of the company
personnel and review of various documents prepared by the company to comply with the Code.

As part of our audit of financial statements we are required to obtain an understanding of the accounting and
internal contrel system sufficient te plan the audit and develop an effective audit appreach.We have not carried sut
any special review of the internal contrel system to enable us to express an opinion as te whether the Boards
statement on internal control covers all controls and the effectiveness of such internal controls.

Based on our review, nothing has come te our amention 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 company for the year ended June 30,
2009

Lahore QADEER AND COMPANY
September 19,2009 CHARTERED ACCOUNTANTS

FINANCIAL
STATEMENTS
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AUDITOR'S REPORT TO THE MEMBERS

We have audited the annexed Balance Sheet of Ghazi Fabrics International Limited (“the Company™) as at
June 30,2009 and the related Profit and Loss Account, 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 cbrained all the
infermation 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 Eumpanf’s management to establish and maintain a system of internal control, and
prepare and present the abowe said statements in conformity with the approved accounting standards and the
requirements of the Companies Ordinance, | 984, Our responsibility is to express an opinion on these statements
based on our audit.

We conducted our audit in aceordance with the auditing standards as applicable in Pakistan. These standards
require that we plan and perform the audit te obrain reasonable assurance about whether the abeve sald
statements are free of any material misstatement.An audit includes examining, on a test basis, evidence suppeorting
the amounts and disclosures in the above said statements An audit also includes assessing the accounting policies
and signifieant estimates made by management. as well as, evaluating the everall presentation of the above sald
statements. We believe that our audic pravides a reasonable basis fer sur opinion and, after due verification, we
report that:-

(a) in our opinion, proper books of account have been kept by the company as required by the Companies
Ordinance, | 984;
(b} in our opinion:
(i} the balance sheet and profic and loss account together with the notes thereon have been drawn

up in conformity with the Companies Ordinance, | 984 and are in agreement with the books of
account and are further in accordance with accounting policies consistently applied;

] the expenditure incurred during the year was for the purpose of the company’s business;and

(itl} the business conducted, investments made and the expenditure incurred during the year were
in aceordance with the objects of the company;

(c) in our opinion and to the best of our information and according o the explanations given to us, the Balance
Sheet, Profit and Loss Account, Cash Flow Statement and statement of changes in equity together with the
notes forming part thereof, conform with the approved accounting standards as applicable in Pakistan, and
give the infermation 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, 2009 and of the loss,
cash flow and changes in equity for the per year then ended:and

(d) in our opinion,no Zakat was deductible at source under the Zakatand Ushr Ordinance, ['980.

Lahore QADEER AND COMPANY
September 19,2009 CHARTERED ACCOUNTANTS
Mawaz Khan
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BALANCE SHEET
AS AT JUME 30, 2009
1009 1008
CAPITAL AMD LIABILITIES Muote Rupees
Share Capital and Reserves
Authorized capital
40,000,000 (B008: £0.000,000) ordinary
shares of Rs. 10 each ACDL Q00,00 A00.000.000
lisued, subscribed and paid up caplal 4 316,356,000 316,356,000
Accumulaved loss (59057291 6) (4551 TE8%6)
264, 116,916) EFEFFELTH
Surplus on Revaluation of Praperty,
Plant and Equiprment 5 LTB219.043 250,79 1 644
Mon Current Liabilities
lLong verm financing L] 1,300,545, 337 I, 115586951
Dferred liabilives 7 101,958,638 50697830
| 402,503,974 [RELNENE]]
Current Liabilities
Trade and other payables 8 134,680,059 114,846,530
Accrued interast | mark up ¥ 35092918 TLT9B56T
Shert term borrowings Iy B55.275.549 TET.T9L564
Current portion of long term financing I 136.334.930 245 466276
Provissan lor taxation 12 || 446838 14,612,235
11770322594 1LI59.51E 152
Contingencies and Commitments [E] -
L543,538.3% LA43.769.711
ASSETS
Mon Current Assets
Froperty, plant and equipment 14 | 530, |7 688 1581 352845
C:Pihl work in progress 15 - &%.081. 387
1,530,187 638 1650435237
Leng verm depogits 5697, 180 490,080
| 535 8B4 B4E 1650925312
Current Assets
Stores, spares and boose tools 13 T3.855, 133 34001 654
Stock in rade 17 TI1 461 4B5 582301822
Trade debes 1] IT5ITIA18 | 19666735
Loars and advances [k 1851010 19,995,087
Trade deposits and short term prepayments Fl ] 1137543 1961312
Other receivabiles 1l BTOT.26| G.882.20|
Sales mx refundable B.3i4.68E | | 426885
Cash and bank balances .yl 1,543,689 1901 664
1,007,453 538 T9LE44.410
1543.538,3% 1443 769,748
The aanered rotes form oa rtegrol part of these fimancial stotements,
CHIEF EXECUTIVE DIRECTOR

GHAZ| FABRICS INTERNATIONAL LIMITED

PROFIT AND LOSS ACCOUNT
FORTHEYEAR ENDED JUNE 30, 2009

Sales = Met
Cost of poods sold

Gross Profic

Oiperating expendes;
= Selling and distribution costs
Administrative and general expenses

Operating (Loss) | Profit
Fanance cost

Crther operating charges

Crhar operating incoms

{Laoss) | Profit before Taxzation

Tanation

(Loss} { Profit after Taxation

Earning per share - basic

The annexed notes form an integral part of theds fnancial stater s,

CHIEF EXECUTIVE

2009 pRilil ]
Mot Rupees
13 3061957044 1894538835
24 [LABE224.510) (LA2E.777.315)
173732534 45,76 500
15 &9, 144,777 65, 162532
% 50,036,354 45561 404
(119 181,031) (110,722.936)
54,551,403 {#4.9620.436)
7 {161,632,075) [106.535,021)
8 {25,157 440 {15,458, 1 &£}
19 1501946 5.231.405
(130,636, 168) (161.723.218)
k4] {23,330,453) {22.526.354)
(153, 966,621) (184.251.572)
1l 471} (545}
DIRECTOR
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CASH FLOW STATEMENT

FORTHEYEAR EMDED JUNE 30, 2009

CASH FLOW FROM OPERATING ACTIVITIES
{Lossh ! Profit before taxation

Aud|iscments for;
= Deprecaton
Loss on disposal of property, plant and equipment
Prowision for gratuity
Firenee east

Operating profit before working capital changes
{Increaie) ! decrease in current aEsets
- Seares. spares and loose ey
Srack i orade
Trade debrs
Loans and advances
Trade deposits and short term prepayments
Crther receivables
- Sales tax refundable
Incrense | {(decrease) in current fabilivies:
Trade and ather payables

Cash generated from operations

Income ax paid / deducted
Gratuity paid
Fnance cost paid

Mat cash used in oparating activities
CASH FLOW FROM INVESTING ACTIVITIES

Property, plant and eguipmoent purchased
Capital work in progress
Proceeds from disposal of property, plant and equpment

Met cash used in investing activities

CASH FLOW FROM FINAMCING ACTIVITIES
Repapmant of lang term financing

Payment of long term secunty doposics

Loan from directors and others « net

Diue to associated undertakings

Short term borrowings

Dividend paid

Met cash from financing activities

Met decrease in eash and eash squivalents

Cazh and cash equivalenss ar the beginrning of the year

Cash and cash equivalants at the and of the year

The anrexed retes form an imegral part of these financial stoteaments;

CHIEF EXECUTIVE

100% 2008
{Rupees)
{130,636.168) {161.723,218)
149036759 156,742,856
3913872 3.141.628
8,130.614 BATO,022
161630076 106,535,021
322.715,162 1TABEY 51T
192,076,994 113,166,309
(19.153.439) (5.1 46,593)
{151, 160,863) (222,591 405)
{5, 104,683 6179424
11,093,176 {B.7BS, 201}
{175.321) 211,5%
1,174.940 (3,757,344
ENICRL {F 006 T24)
19,833,578 17877371
(191, 378,464) (196928 476)
oS (BATEL16T)
(21,291,052 (12.968,681)
{4,430675) {5.155,327)
{149,357,725) {100.354,724)
(174,358.92%) (202.240,894)
(25,95 1.602) [IE96R,041}
{7.B74.017) (71,249, 479)
1,120,692 856,413
[32,704,927) (8%.361,107)
[224.7%1,739)
£4,215019 TRIENTI4
39602971 (25,109,933}
101,482 965 461,173,788
2 {16,087}
207,705,875 190,635,736
E4L026 [976,265)
1,501 664 IBT7929
3,543,689 LE01 A4
DIRECTOR

GHAZ| FABRICS INTERNATIONAL LIMITED

STATEMENT OF CHANGES IN EQUITY

FORTHEYEAR ENDED JUNE 30, 2009

Share Accumulated
Capital Loss Total
R up e & s
Balance as at Jume 30, 1007 326,356,000 (300,070,401 6) 16,185.584
et predic for the year % {164,251 572) [184.251.572)
Transher from surphis on revaluation of property, plant and
eguipment in respect of incremensal depreciation {net of
deferred max) charged during the year - 13.222,154 13271154
Surplus realized on dspaosal of propercy, plant and
eqguipment = Met of deferred ox . 2010934 1020938
Balance as at June 30, 2008 126,356,000 (459,178,896)  (13LBZLETE)
Mez loss for the year {153, 966,621) [153.966621)
Transfer from surplus on revaluation of property, plant and
agquipment in respect of incremenal depreciation {net of
dederred @x) charged during the year . 0,039 654 0039 654
Surplus realized on disposal of property, plant and
aguipment - Mat of deferred ax - 1532948 1531948
Balance as at June 30, 2009 326,356,000 (S90.5TL916) (264 206.916)

The dnnexed potes form an ktegra! part of thess finarcial stalements.

CHIEF EXECUTIVE

DIRECTOR 5
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NOTESTO THE FINANCIAL STATEMENTS.
FORTHEYEAR ENDED JUNE 30, 2009

REPORTING ENTITY
Ghazi Fabrics International Limited ("the Company") was incorporated in Pakistan on April 30, 1989 as a Private

Limited Company and converted into Public Limited Company on January 07, 1990. Its shares are quoted on Karachi

and Lahore Stock Exchanges. The main activities of the Company are textile manufacturing, production of cotton and

P.C. yarn and grey cloth that are marketed both within and outside Pakistan. The registered office of the Company is
situated at 8-C, E-lll, Gulberg lll, Lahore.

BASIS OF PREPARATION

2.1

2.2

2.3

Statement of compliance
These financial statements have been prepared in accordance with approved accounting standards as

applicable in Pakistan and the requirements of the Companies Ordinance, 1984. Approved accounting
standards comprise of such International Accounting Standards as notified under the provisions of the
Companies Ordinance, 1984. Wherever the requirements of the Companies Ordinance, 1984 or directives
issued by the Securities and Exchange Commission of Pakistan differ with the requirements of these standards,
the requirements of the Companies Ordinance, 1984 or the requirements of the said directives take
precedence.

Basis of preparation
These accounts have been prepared under the historical cost convention except for certain financial

instruments at fair value and certain items of property, plant and equipment that are stated at revalued
amounts. In these financial statements, except for the amounts reflected in the cash flow statement, all

transactions have been accounted for on accrual basis.
Judgment, estimates and assumptions

The preparation of financial statements in conformity with IASs requires management to make judgments,
estimates and assumptions that affect the application of policies and reported amounts of assets, liabilities,
income and expenses. The estimates and related assumptions are based on historical experience and various
other factors that are believed to be reasonable under the circumstances. The estimates and related
assumptions are reviewed on an ongoing basis. Accounting estimates are revised in the period in which such
revisions are made and in any future periods affected.

Significant management estimates in these financial statements relate to the useful life of property, plant and
equipment, provisions for doubtful receivables, slow moving inventory and taxation. However, the
management believes that the change in outcome of estimates would not have a material effect on the

amounts disclosed in the financial statements.

Judgment made by management in the application of approved standards that have significant effect on the

financial statements and estimates with a risk of material adjustment in subsequent year are as follows;

2.3.1 Depreciation method, rates and useful lives of property, plant and equipment
The management of the Company reassesses useful lives, depreciation method and rates for each item

of property, plant and equipment annually by considering expected pattern of economic benefits that
the Company expects to derive from that item.

2.3.2 Recoverable amount of assets/ cash generating units
The management of the Company reviews carrying amounts of its assets and cash generating units for

possible impairment and makes formal estimates of recoverable amount if there is any such indication.

2.3.3 Fair value of financial instruments having no active market
Fair value of financial instruments having no active market is determined using discount cash flow

analysis after incorporating all factors that market participants would consider in setting a price and

using inputs that reasonably represent market expectations and measures of the risk-return factors
inherent in the financial instrument.

3

2.4

2.3.4 Taxation

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

Provisions are based on best estimate of the expenditure required to settle the present obligation at
the reporting date, that is, the amount that the Company would rationally pay to settle the obligation
at the reporting date or to transfer it to a third party.

2.3.6 Revaluation of property, plant and equipment
Revaluation of property, plant and equipment is carried out by independent professional valuers.
Revalued amounts of non-depreciable items are determined by reference to local market values and
that of depreciable items are determined by reference to present depreciated replacement values.

Functional currency
These financial statements are prepared in Pak Rupees which is the Company's functional currency.

SIGNIFICANT ACCOUNTING POLICIES
The accounting policies set out below have been applied consistently to all periods presented in the financial

3.1

3.2

3.3

3.4

Ordinary share capital
Ordinary share capital is recognized as equity. Incremental costs directly attributable to the issue of ordinary

shares are recognized as deduction from equity.

Surplus/ deficit arising on revaluation of property, plant and equipment

Surplus arising on revaluation of items of property, plant and equipment is credited directly to the equity after
reversing deficit relating to the same item previously recognized in profit and loss, if any. Deficit arising on
revaluation is recognized in profit and loss after reversing the surplus relating to the same item previously
recognized in equity, if any. An amount equal to incremental depreciation, being the difference between the
depreciation based on revalued amounts and that based on the original cost, net of deferred tax, if any, is
transferred from surplus on revaluation of property, plant and equipment to accumulated profit and loss every

year.

Employee benefits
Defined benefit plan
The Company operates an unfunded gratuity scheme covering its permanent employees. Employees are
eligible for benefits under this scheme after the completion of a prescribed qualifying period of service. The
latest actuarial valuation was carried out as at June 30, 2009. Charge for the current year is based on

estimates provided by the actuary as at June 30, 2009. The following significant assumptions were used in the

latest actuarial valuation: 2009 2008
Discount rate 12% 12%
Expected rate of salary increase in future years 11% 11%
Average expected remaining working life time of employees 4 years 4 years

Actuarial valuation method Projected unit credit method.

Borrowings
These are recognized initially at fair value less attributable transaction cost. Subsequent to initial recognition,
these are stated at amortized cost with any difference between cost and redemption value being recognized in

the profit and loss over the period of the borrowings on an effective interest basis.
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Provislons

A provision is recognized n the balance sheet when the Company has a legal or constructive obligation as a
result of a past event and it i probable thar an cutflow of economic benefits will be reguired 1o sewmde the
obligation ard a refable eamimane of the amount can be mada.

Taxatlon

Currant

The charge for mxation for the year is based on taxable mcome at the current mtes of @xation after taking
Into acount @y rebaves and credics available, F any.

Deferred

Deferred tax i acccunted for uging the balance sheet linbility method in respect of all temposary differences
arising from differences between the carrying amount of assets and Kabilities in the firencial smtements and
the corresponding tax bases used in the compuaoon of the mable profic Deferred mx khbilides are generally
r\qcngnli:ud for all ceable wmporary differences and dedorred tax assers, as required by (A5 - |2 (Income
Tames), are recognized to the extent of potentisl available caxable peolit ageingt which temparary differences,
unused tax bosges and tax credits can be wtilized.

Trade and other payables

Leabilities far trade and other smounts pipable are cardied ot cost which (s the fair value of the consideration
to be paid in frture for goods and services recefved. whether or not billed to the Company.

Trade and other receivables
Trade and other receivables are recognized initially at fair value and subsequently measured at amortized cost

lexs impairment bosz, if amy.

Property, plant and equipment
Progerty, plant and eguipment are stated at cost bess aocumulated depreciation cxcept frechold land that is

sated at revalued amounc Buildings, plant and machenery and grid smoon and generacors are soted at
rovalugd amounts less sccimalaned depreciaton, Cost of propary. plant and aquipmant consisrs of historical
cost, revalued amount. borrowing costs pertaining e the erection | construction paried and other directly
attributable costs incurred to bring the assets to their working condition.

The FreanAgeTRnt reviews the macket value of revalusd assets ar each balance sheat date to §stertein whethar
the fair valse of revalued assets have difered materflly from the carrying walue of such assets, thus
mecessimting further revaluation

Deprociation an propecty, plang and equipment has been provided for wing the reducing balance mathad  w
the rates specified in Mote 14, Depreciation on additions is charged from the month in which the asset was
available for use upto the month in which the asset was dsposed off.

Maintenance and normel repaies are charged o Income a3 and when incurred. Majer renewals and
impr are capitafized. Gain or loss on disposal of property. plant and equipment, if any. is shown in

the profit and loss sccoune.

Capital work in progress

Capical wark in progress in starod ac cost less idenfied Impairmmeaent boss, i any, and ncludes the axpendimngs
ar materisl, labour and IWF'OP"HI. overhaads ﬂil‘&tﬂr FEH.I.H'I,‘ Lo the conetruclion, erecTion or instalaton of
an ltem of property, plant and equipment. These costs are transderred to property, plant and equepment as
and when relared items become availabée for incended use.

Imipairmant

Carrying amounts of the Company's assers are reviewed at each balamce sheer date 1o derermine whether
thara is any indicagien of imgalrmant. IF any such mdication exeses, the asser’s recoversble ameunt 5 estimated
ard impairment loss is recognized in the profit and loss account

Stores, spares and loose tools

These are valued at lower of moving average cost and net realizable value. Fems in transit are valoed at cost
comprsing involce value plus incidenmal charges pan‘l therear.
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Seock in trade

Thase are valued ar lower of cosc or nec realizable value and cost is dooermined by using following basis
Fuawe manerials - Ar waighted average eose

‘Work in process = At anmual average materiad cost plus appropriate manufacturing costs.
Finishad goods - Ar average manufacturing cost.

Wastes = At net realinble value.

Bet realizable valise signifies the est d selling price at which goods in steck could be currently sold bess
aryy further costs that would be inturred to complete the sale

Costs in refation to work in process and finished goods represent annual average costs which consise of prime
coses and appropriace manufacuning overheads.

Cazh and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost For the purpose of cash flow statement.
cash and cash equrvalents compnse cash in hand and cash with bankes in current and saving accounts

Financial instruments

Financial mstruments are recognized whaen the Company becomes 3 party to the contractual provisions of the
imtrument. It ceases to recognize financial assets when it loses controd of contractual rights and in case of
financial labilty when the labiicy is extinguished Any gain or loss on subsequent remeasurement [
derecognition is charged o income.

A financial asset and financial liability is- offset and the net amount is reported in the balanoe sheet  the
Caompany has a kegally enforoeable right to sec-off the recognized amounts and incends sicher o sercle an a
net basls or o realae the asset and seche the liabilicy simuloaneousty.

Foreign currency translation

Assors and Mabilides o foreign currency are smred in Pak Rupees ar the rates of exchange ruling on the
balance shear date or rate of exchange fixed under contracrusl sgreamants. Transactions @ foreign currancy
are translaved at the scchange rate prevailing st the date of transaction, AR exchange differences are included
in the profit and loss account.

Related p;.rtrmn:a:ﬁgm

Transactions with related pardes are based on the transfer pricing policy that all orarsactons between the
Company ard tha relaced party or betweon two or more sagments of the Company are at arm's length prices
uging the comparable uncontralled price method exeept in circumstances whaers it i in the imerest of the
Company not to do sa.

Revenue recognition
«  Local sales are recorded on disparch of goods 1o customers.

- Expore sabes are recorded at the tme of receipe of bill of lading,

Borrowing costs

Borrowing costs are charged to income as and when incurred ewceps o the extent of costs directdy
amribumble tx the scquisition, conscruction or prodisction of qualifying assews thar are capimlized s parc of
the cost of asser,

Drividends
Dividend is recognized as a liability in the period in which it is declared.

Governmeant grants

Gavernment grants are recogrized initially as deferred income when there is reasonable assurance that they
will be received and that the Company will comply with the conditions associated with the grant. Subsequent
wo inital recognition grants related to assers are recognered in profic and loss on a systemacic basis over the
useful life of the assews whereas grants relaung oo income are recogniged in profic and loss on & sysoemartic
basis in the sama peried in which relaced experses ane recognized. Grants that compansane the Company for

expenses of kosies already incurred are recagnized in profit and loss in the periad in which these became recevable,

9
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1.13

3.4

Segment reporting

A segment is 2 distinguishable component within the Company that is engaged in providing products under a
common control envircnment {business segment) or in providing products within a partsalar economic
envdranment (geograplecal segment) which is subject to risks and reourny thar are different from those of
orher segments

Earning per share (EP5)

Basic EFS is calculated by dividing the profic and loss attributable to ordenary shareholders of the Company by
the weighted awerage number of ordinary shares outstanding during the period.

Diluived BPS is cabeulared by adjusting basic EPS by the weighted average number af erdinary shares that weuld
bie Issued on conversion of all dilutive potential ordinary shares into ordinary shares and post-tax effect of
d-urwgn in prqd'll: and lgss accributable nr\dlrﬂr}' shareholders of tha Cnmpanr that would resilc fram
conversion of all ddutive Pnr.mn:] ordmary shares into nn:h:r}l shares.

Standards, interpretations and d| ts to publis
ars not yot effective

The Ingernatonal Accownting Standards Beard has publshed following sandsrds, inerpretations and
amandmants that are nog yer offective and have noc boen applied in peeparing these financial smrements,

d approved accounting standards that

IFRS 8 - Dperating segrments

This standard mtroduce the “management approach® o segment reporting, IFRS B is effective for periods
beginning on or afer fanuary 01, 2007, howewer. it is not expected to have any mmpact on the Company’s
finaneial seatements.

IFRS 13 - Borrowing costs (revised)

The revised standard remowes the option o cxpenses borrowing costs and requires an entity o capitalize
borrowing costs directly attributable to the acquisition, construction or production of qualifyiing assets as part
of the cost of that asset The revised 1AS 13 is effective for periods beginning on or after Jamary 01, 2009,
heweyver this would not constitute a change in atcounting policy since the Company's accounting policy for
barrewing costs is already in accordance with the requirements of the revised standard.

IAS | - Presentation of Financial Statements {revised)

The revsed smandurd ircreduced the term " Totl Comprehensive Income”, which represens changes in
equity during a pariod other than those resuling from transactions with owners in their capacicy as owners.
The revised smndard is effectve for periods begnnings on or after 01 January 3009 the standard will have
Impact on the presencation of Company’s financial satements for the year ending june 30, 2009

Amendments to 1AS 31 - Financial Instruments: Presentation and 1AS | - Presentation of
Financlal Statements, regarding Puttable Financial Instruments and Obligations Arising on
Liquidation

These amendments require puttable instrurnents, and imstruments that impose on the entity an obligation to
delever 1o another party a pro rata share of the net assets of the entity only on liquidation, to be classified as
equity If certain conditiors are met. These amendments are effective for periods beginning on ar after 01
January 2009 with rerrospective apphication required. However these are noc expoected 1o have any Impact on
the Company's Financal Statements,

Amendmants to IFRS 1 - Share Based Payments regarding vesting conditions and cancellations.
These amendments clrify the defintion of vesting conditions, Intreduces the concept of non-vestng
conditions, requires non-vesting condisens 1o be reflected in grant-date fair value and provides the accounging
wreavment for non-westng condmions and canceflations, These amandments are effecove for periods beginning
an or after 01 fznuary 2009 with retrospecowe apalication. Mo impact is expected on the financial smtements
of the Company.

;’Gﬂ} GHAZI FABRICS INTERNATIOMNAL LIMITED
b

IFRIC 13 C loyalty progr

This interpretation addresses accounting by entities that operate, or otherwese participate m, customer loyakty
programmes for their customers. kit refaces to customer loyalty programmes under which the customer can
radeem cradivs for awards such as froe or disconced goods or services, IFRIC 13 & effective for the pariods
beginning on or sfver |anuary 01, 2009, with retrospective applcation required. However, it is not expected 1o
hawe any impact an the Company's financial staterments,

ISSUED, SUBSCRIBED AMND PAID UP CAPITAL

2009 2008 1008 - 1008
Mo, of shares Rupes
12,415,400 312,615,500 Crdicary shares of Rs. 10 each fully paid i cash I2EASE00D 326,355,000
There is no mavement n ordinary share ;.qp-‘pl of thiy Cﬂhpﬂﬂ’l during year.
SURPLUS OM REVALUATION OF PROPERTY, PLANT AND EQUIFMENT
Land - froehold 31.521.373 1521322
Buildings o= frechold knd 47,143,518 53,254,805
Plant amd machinary | 6%, 7T0.08% 190,973,369
Grid station and generators 256,714 THS,239
250,791 645 176,034,735
charged on revalued property, plant and equipment
during tha year - transferred to retained sarmings (20,039,654} (33,222,154)
Adjustmant refadng to preperty, plant and equipment disposed
off during the year (L.531.946} {2,020,938)
“‘.}‘.ﬂll 5043 250,791 644

5.0 The revaluation was carriod ot as ar Seprember 30, 1998 by M Unicarn Inpernational Survayors on the
basit of market. replacement and corrent valses and was certfied by an independent firm of Chartered

Accountants that resulted in revaluacion surplus of R, 3781 23 millicn.

LONG TERM FINANCING

Loan frem banking companies - Secured o R i
Hahib Bank Limiced:
- Demand firance - ¥ LA - 5,305,353
Term firance - | 6.2 - £5,000,000
- Term finsnce - 11 6.3 100,000,000 -
State Bank of Pakisear’s LTF-EOP scheme G4 3772322 £3, 544,647
Uiniad Bark Limitad! ' 1=l
. MADF = | 6.5 165,332 3,687,108
- HIDF-H L2 35,000,000 70,000,000
= MIDF - M &7 = 313,333,332
- MIDF-¥ 1] 63,000,000 £0,924,600
- MIDF-Y &9 0,000,000 -
- Srate Bank of Pakistan’s LTF-EQP scherme-| EA L 76,041 486 BS,927412
- State Bank of Pakistan's LTF-EOP scheme-| | &l 111,28L192 123,646 B0
I6E 109000 378,519,332
Less:  Current portion [136.334.930) {249 466, 296)
41, 546402 2E2,B03,038
Loan from related parties - Unsecured
Loan from directors and others 612 536996935 B52, 783,716
L T o 1,300,545 357 1,0 15,586,953
Opeming balance 5205353 10,410,703
Payments made during the year {5,205.353} (5,205,350}
= 5,205,353

3



EF

Annual Report 2009

8.3

Demand finance - ¥ was created for import of plane and machinery snd three gas generators, b is payable
frve years in eight half pearly equal insmllmentss ncluding grace pered of one year commencing from
Decernber 02, 2005 It carringd mark up ot six montha KEBOR plus 1.5% per annum  gayable on gqusrierdy bais.
During the year 2007, an amaount of Ps. 1900634 million was converted inmo LTF - ECOF loan under the scheme

of State Bank of Pakntan 2008 2008

Term finance - | i.lqueu

Oipening balance &5 000000 | 30,000,000

Payments made during the ysur {65,000,000) 65,000,000}
= 45,000,000

This term feance s created by convertng the running finance facilicy of Rs 130 million cuc of Bs. 225 million
phtained from Habib Bank Limised. It is payable s eghe el quartecy inseallmenes afoer o grace pered of 13
manths cemmencing fram |une 30, 2006 and caivied mark Up &0 thiee medaths KIBOR plus | 10% per ki

payable ocn quarterly basis, 2005 2008

Turm finance - 11 Rupees

Cprang balance > -

Fnance obitained during cho year 1 D0 00000 -
100,000,000 =

Thiz term finence n crestesd for reducing the running fnance Gty by Rz, 5000 millesn, It s pagablo n thirtson
equal quarterly nsullments commencing from October 31, 2009 and carrées mark up ac three monchs KEBOR

plus 2.5% per annum payable on quarterly basis 2009 2008
Seate Bank of Pakistan's LTF-EOP schama Ruprees
Crpezning balance &3 544,647 12785297

Payments made during the year

{31.772.325) (63,544,650

This loan bas been creaced by converting an amouns of Ry, 19,4634 million from oummnding Cemand Fnance -
W. Thit in payable in aix equsl half yearly inacallments and carcies mark up @ 6% per annum

Loans from Habib Bank Liméted are secured against firse pan passu equitable mortgage of property, plant and
saquipsent of the Comgpany waluing Ra 932 millicn and persenal guaranies of the chiel ssscutive of the

o 2009 2008
MNIDF - | Rupess
Cipaning batance 1687108 GO EHA

Payment made during tha year [921.776) (%24,776)
i 332 3,687,108
Cresmand findnce - | has been created o lacilitie the additen of looms. The finance & payable in wen hall yearly
imezallments with a grace period of teo pears from firse draw down of loan with firee insaliment due on
Movambar 04, 2007, Ik carviem mark up ot six months KIBOR phia | 50% par anoem payable an guarbecly
basis. . During the pear 2007, an amounc of Bs. 130391 m#lon was convested into LTF - ECH loan under the

wchama of State Bank of Pakistan 2009 2008

HMIGF - 11 Rupies

Crpaning balarce TOLOCHLOD 105,000,000

Payments made dising the year {35.000,000) {35,000, 000
FE000.000  — 70,000,000

Desmand finamce - |l has been created for re-profiling of short cerm facilises of Habib Bank Limited. The
fananen is payable m oen aqual half yearly insalmants commencing from Augast 09, T005 and carres mark up
ar six months KIBOR plus 1L.50% per annum payable on quarcery basis.

2008 1008
MIDF - 11l Hupsits
Dipmning balance 33333332 A B BT
FPayments made during the year {B3.333.332) [3%.333.335)
1 133133351

Desrusiel Mnames - Il represent conversion of shart oerm feilites nes beng verm loan by o bank. The
fnance ix payable in vwelee equal quartery insaliments commencing from Seprember 30, 2006 and carries
mark up at six months KIBOR pha |L50% per snner payskie on guarterly basis

2009 Zpos
MIDF - 1¥ Fupsss
Cipaning balance GO0F4.600 -
Fnangi abtamed during the year 1075400 60,524,600
ﬁim 60,724,600

Payments made during the yaar e

T EiGo0G00  eOwededn

GHAZ| FABRICS INTERNATIONAL LIMITED

This loan was oreadued o retre the leters of credic esmablished wo facilicate the mport of gas engines. ko
carried mark up at sic months KIBOR plus 1.50% per annum payable on quarterly basis.

6% MNIDF-¥ o anoo
Rupees
Opening balance " .
Fimance cheaimad during the year B0,000,000 -
[BD,000,000 .
Fayments made during the year . .
B0,0600,000 -
This koan was created 1o recre the runneng fnance facilicy to Rs 20 million, |t carried mark up at sbe monchs
KIBOR plus | 50% per anmum, b is peyable on twelve egusl quarterly installments. commanding from March 2010,
1009 2008

610 Stave Bank of Pakistan®s LTF - EOP scheme -1 Rupess
Dpening balancs B6F2T 41T -
Firance obtained durmng the year . | 08 &59 &4

85,927 412 T0B,E59,364
Payrments made during the pear (10,B65,526) {21,731.852)
Ta,06) 484 BESYT 412
This boan has been created by converting 2n amount of Rs. §30.3%1 mélion from cutstanding MIDF - | This is
payable in 12 equal half yearly mstallments and carrees mark vp @ 7% per annum.
1009 2008
&1 State Bank of Pakistan’s LTF - EOP schame-1 | Rupees
Opening balance i23,646,E80 148,376,256
Firancw chrained dursng the year = -
123,646, B80 148,376,254
Paymants mada during tha year (12,364, 688) {24, 719,374)
111,462,193 123,646,860
This loan has been obiaired under SBP-LTF-EOP scharme This is payable in 12 equal hall yearly insralemamts
commencing from October 08, 2007 and carries mark up @0 7% per annum. Loan from UBL are secured
againgt frst pari passy equitable morgage of propary plamt and equipmaent of the Campary valuing Rs. B85
millian and perssnal guaranes ol chiel executive and one directar of the Company,

612 This loan has been provided by the chiof exccutive of the Company and others far the repayment of long
term loans and working capital requirements of the Company, The loan is wnsecured and interest free The
terms of repayment have yet not been fanalized due to the subordinaton loan agreement of Rs. 628.00 mallion
(2008: R, 420414 milllon) wich Habib Bank Limeced and United Bank Limited,

2009 2008
T DEFERRED LIABILITIES Rupees
Due to related parties T 52,112,850 I2.519.879
Deferred @ - net 72 25,401,794 17.443,8%6
Seaff retirerment banefits TA 24,433,594 20,734,085
101,958,638 30697830
7.1 Opening batance 12,519,879 37625812
#Amount repzid'adjusted during the year (18,247,029) (25,109,913)
JJal) I
Amount recewved durmg the year 57,850,000 .
52,132,850 12519879
52,122,850 12519879

7.2 peferred tax - not
Credic / (debit) balance ansing in respect of;

- Accalorated e deprecistion 141,555,194 130,185,072
- Surplus on revaluation of property, plant and equipment 34,101,731 48,768,066
- Recognized losses {147,755, 664) (147,755, 564}
- Seafl retirement benelits 14.499,76T) (3.773.5548)

25,401,794 17.443,8%
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7.3  The managemenc being prudenc has not accounted for deferred tx asser on losses amounting o Rs BRLASD
million (2008: 74856 million) i view of uncerminty of mcable profits in the foresesable funure.
T4 Sgaff retdrement benefits 2009 1008
The recagnized in the bal ehiet are az follows Rupees
Present value of defined benefic obfganon 22.2014.173 |B 07T 299
LUinrecognized actuarial gain ! (loss) Fara Lt pdl Le56.756
Benefics dse but not paid . -
14,473,954 20,734,055
Balance sheet liobility
Chpening balance 10,734,055 17419356
Amount recognized during the year B.1 30614 BATDORL
16864669 25.685.378
Benefits paid during the: year (4430.675) {5.155.323)
Chosing balamce: 14,433,954 20.734.055
Charga for the defined benafit plan
Servion oSt B 173,595 T0A6.81 1
Inrerusn cog LI16%276 1424, 700
Aceunriad gaing recagriced (212,357) {1.589)
B.1306 14 8470021
7.5 DEFINED BEMEFIT PLAMN
{a) General description
The schama provides foe terminal banafioy fer all its permanent employees whe atain the minimiem qualifying
period ar varging percenmges of last drawn basic sabry. The percentage depends on the number of service
years with the Company. Annual charge is based on acwarial valmton carried our as at june 30, 200%. wsing
Progect Linit Credic Method.
] Comparison for five years
1009 1008 007 1006 1005
Present value of
defined benefic
ohligation 114,000 18,077,000 15,830,000 FL243000 11514000
Experience
adjustmaent arising
on plan liabilities 225,000 1,069,000 hil 1,508,000 Wil
2009 1008
TRADE AMD OTHER PAYABLES = =
Craditars for: o
€ Goody wipplaed TL065. 406 60370574
- Services 18.737.768 16,604,652
Accrued liabilities WIITALI 25.684.000
Eills payable " 3.E801.750
Advances from customers 3032 66T & 080,377
Security deposics | 57.000 BT 000
Unclaimed drvidend [ ATZ.009 1LATL00%
Tax deduceed at source TRO&T 136,188
| 34,580,058 | 14,846 520
ACCRUED INTEREST/ MARKLUP
Long term financing 12134370 7,754,113
Sheort cerm borrowings 22958 548 | 5084 484

SHORT TERM BORROWINGS

35&55 18 '25?‘935&?

From banking eompanies - Secured

Habib Bank Limited ([} 535867875 41074 366
United Bank Limited 1.2 313367473 215.697.598
A5%.375.549 ST TAL564

1

;'GFII GHAZI FABRICS INTERNATIOMNAL LIMITED
b

(L 4]

10.2

These represent utilized portion of short term fnance facilities of Rs. 1,015 millicn (2008: Rs. 1,145 million)
available from Habib Bank Limited under mrark up arrangerment. These faciliies carry mrark op ranging from |
manth KIBOR plus D90% per annum te | month KIBOR plus 1.5% per annum and LIBOR, plus 3.25% per
annum te LIBOR plus 4% par annum payable quarterly and shall expire by January 31, 2000 These short term
borrowings along with long term financing are secured by first par passu equiable mortgage charge on
property, plamt and equipment of twe Compary valing Re. 732 million, pledge of cotton and polyester and
persanal gurarantee of the chief executive of the Company.

These represent wiliced portion of shor term finance facilises of Rs, 520 million (2008; Rs. 730 mallion)
avadable from United Bank Limited under mark up arramgement. These facilities carry mark up at | month
KIBOR plus 1.25% per amnum and LIBOR plus 5.25% per annum. These borrowings aleng with long term
financing are secured by first pari passu charge on present and future ficed assers of cho Company premises
valuing Rs. B35 maflion, pledge of cottan and polyester and personal guarantee of the chief executive of the

C Z
aliagis 2009 2008

CURRENT PORTION OF LONG TERM LOANS Rupees

l.nng term financing ]

136,334,930 T4 486,208

136,334,930 T49 Ak, T

PROVISION FOR TAXATION-Mat

Oipeniang balance

14,612,235 (4,831,000

Provison:

Payments | sdjustments againat advance tax

11

For current year 15,371,555 15,366,7 [ 6
Ab il
(15,585481)

14,612,235

Income @x return upto and including tie year 3008 has been filed to the tax authorities wnder the provision
of Income Tax Ordinance, 2001

(18,335,952}
11648838

CONTINGEMCIES AND COMMITMENTS

Contingencies

13.1

Income G assessment for the assessmene year 20012002 resuleed in demand for Workers' Welfare Fund
amounting to Rs. 1.72] million. The labilsy has not been admitted by the management based wpon the
decision of the Suprems Court of Pakistan and an appeal has been filed that is pending adjudication before
Appellate Authorities and therelore, no provision has been made in these firanecial statements,

The Sindk High Court has decided the case regarding the excise duty on bank loans amounting to Rs, 28.043
millian in favour of the Company by quashing the labilicy. However, the Government of Pakistan has fled an
appaal in the Supreme Court of Pakistan against the ralief. Mearnwhile, the Compary has reached a serdamaent
with Habib Bank Limiced in respect of excise dury payable and a refundable amount of Re 4310 million has
been deposited with the bank [refer to the Mote 20) that shall be considered as full and final discharge of the
eucive duty lability, if the case is decided against the Company.

Tha Company has previded bank guarantes in faveur of Sul Morthern Gas Pipaling Limited ameunting to Rs
47400 mallion (2008: Rs. 37.138 million) on account of security deposics againse the consumprion of natural
FAs.

Commitments
Commitments in respect of irrevocable letters of oredic for the impart of raw material as at the balance sheet date
amoaunt to R 3874785, (2008 Rs. 254,471,755 ).
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14 PROFERTY, FLANT AND EQUIPMENT Rupces
Cowe | Bevabied Avaunts Depranacan Rack ¥alue
{Particulan A sl i it Hate Ad st For the Aiat s
July i, 1001 Additiors Dispesab 36,2008 | % | juyd, 2 Disgomals — Jume 30,1008 | juse 30, 2008
Qi
Lard - freshold HHERT| . BrAlAE - - . = ES$IEETI
Ruiddag o froshald bl ATEELTEe Lt - Lr TiTERE P B 6T B EN IBLHLIN FLERE LY
Pt and meachinery LTSI NE ¥l 450587 |HLHT H0 LMRTINS 0 A (IR TIZSEIER 10336 1 0354114
Grid oo nad geernon AT W1 0E . IBTTLME 10 EAM N a | 5 741 LRHEN 12 ] s
Fursitare wed fovtares FLTEY 4 0niE - 1331804 b 1255048 - EM 5 13635 SS0BRE
‘Vehicles IR 0 WL (303 BI W ERRE R (30 LI HE 296 Dk Y0iEEE
Fqaprura I EE5 08 [ - aMLE 1o BRI - [110:403 A6 L
Beont mulaton: SR RIG [ | P04 10 T2 655 1HT I ERE Nl ] MHITRED
Rapees 100% LRSI 1020 204 |HATEATT} 1AM | LB [FAHOEE  ARIETYE | ITREISENE 153017 iR
Boapeas 1000 LIS 4 HAHA (4188 1BI5IM T | AR 10190 PAMLEE 0P LHIREE
1) Resshustion of lnd, beidings. plast and machinery ired grid inaton atd gneratons was cirrind o by an indepesdint vilier 08 on September 30, 1998, Had there bewn no revabinion.

the rost. aooumidaied deprecigon and book valies of the revilusd ames would hove been 25 followa:

lw
Hia at June 30, 1007
Cost Asmaiuen) Book vake
Depreciation
Lant - rsehald Ll R - 57695540
Buildngs on frechold bnd THETLTM 115388,330 | TRSH 064
Paarr and reachinery 1463415003 ToResn 910,588 584
Grd y@ton ad generanors 17, e 255 555515 12 1487E0
143 Tha deprecaon charges lor tha yoor has beon sflocand s under:
e 1008
] Repai
Cnt of sales . | 145,400,132 153,562271
AedrinlLIraIheg SR I JEIGEAR 3185588
149 IRTH | 56,741 A5
14.3 Bisposal of property, plass and sgulpment Rugees
ot | Revalued Actarmalated Huode of
Parculars u Beok Yalue | Sale Procesds Gain { jLaw) Partioules of Purchaser
Mank and machinery:
Moty Mach Corer BAILTR® iaEsn Elh L] LI AL Hegotiaion Fared Tracess Teriis
Ak Gkt st Plsbocny Foad.
Fnstpm
Cripssecdl cardng B0l mEin Rk I5EEN (LTHLERN) Megotaton N Errpnes
2« Baserem Oulle HirkeL,
Fiabarry el Frsbiad.
Vihlche
Haeda 010 T - LCL) 458 k] nim 655 i (2] Hegptaton o e
AL+ fork § e ok Ty - Warind
it sy
144883 FEAE I3 10 516
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CAPITAL WORK IN PROGRESS

Buildings on freehold land:
Opening balance
- Addigons during the year

= Transferred to property, plant and equipment

Plant and machinery:
Opening balance
- Addigons during the year

Transferred to property, plant and equipment

Electric installations:
DOpening balance
Addivens during the year

Transferred to property, plant and pq..lipnnmt

STORES, SPARES AND LOOSE TOOLS

Stores
Lpared

Loose tools

14,1 Mo identfiable stores and spares are held for specific capitalization

STOCK IN TRADE

Raw material

= In hand

- In wransic
Wark in process
Finished goods

2004 008
Rupees
36,193 19IL.7%
38393 1951, 7%
(316,293) (1.9X2,796)
B7.542,B94 37,808,947
2,595,920 AT.767.1%2
TO,138.816 105,556, 141
(70,138.814) {3B053,245)
- &7.540.8%
1,539,491 -
4,961 804 | 535491
6,301, 153545
(6,501,295) .
- 1.539,4%|
G908 387
18,024,625 15.9454] |
35,445,364 | B4%5, 844,
B4, 144 159437
53,855,133 34,701,654
420,123,542 335,920,200
14,434,70 -
31,644 T8 33,285 465
265,959,650 213,092,157
T33. 461,685 5B2.301.822

IT.1 This incledes an amount of Rs, 206,353 milen (2008 Rs. 286230 méllion), approdimately, which & pledged

against short rerm finandes.
TRADE DEBTS

Local debts

{Unsecured = considered pood)
Faraign debs

(Secured - considerad gaad)

LOANS AND ADVAMCES

Employeas

Suppliers

Income tax deducted at source
Lewers of crodic

Margin deposic

200% 1008
Rupees

56,049,870 £1.352.075
119,721,548 S7.314.660
175771 418 | IS Sk, 735
979,800 1015844
4,071,082 4980924
14,038,707 13,083,607
7714210 783,981
: 10,126,719
21,861,010 %999 067
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TRADE DEFOSITS AND SHORT TERM PREPAYMENTS
Trade depasits
Prapaymants

OTHER RECEIVABLES

Export rebate recevable
Excize duty refundable

Orher recesvable FIN|

100% 1004
Rupees

583.394 563,394
1,554.24% 1,378,518
L137.643 1,962,322
I0BATH 1,311,043
4,310,043 4,310,043
4088 744 4,261,095
8707 261 9.882.201

0.1 lincledes Rs, 4,077,354 (2008: Rs, 4,077,354) paid 1o Sales Tax Department agains exemplion recerned

under Duses and Tax Remission for Exporters

CASH AND BANK BALANCES

Cash in hamd
Cash with banks in eurrent accounts

SALES - NET
Lioecak:
. Yam

Fabiric

Export:
- Yam
Fabric

Wasee
Rebate on export

Less:  Export development surcharge
Cammission to selling agants

COST OF GOODS 50OLD

Faw materials consumed

Salaries, wages and ather banefits 4.0
Fuil and power

Packing materials consumed

Sizing materal consumed

Seares and spares conumed

Insurance

Diepreciation 142
Crher mamifacturing expenses

Crpening work in process
Closing work In process
Cost of goods manufactured

Ohpening finshed goods
Chosing finished goods

2009 1008
Rupees
342511 172,059
3,201,178 1629605
3.543 689 21901 564
[ 1297631592 | [ 1127224781 |
SeR.374.952 &01,671.095%
| B5E 006544 1,728 B96 B7é
F106E. 107 209,103,350 |
1.133,815,707 F34,573,021
I.1E+883.814 T143.676,371
&1.751,494 4973794
_ B9159Y 1,131,509
3.093.333,45] 523,578,550
(L.748,|92) {2,709,683)
(28,628,215} (26.329.832)
1061 957044 I894.518.835
1174454770 2,156,842 844
197,757 989 I6l, 143,610
237392340 139,706,201
IEFIRAIT 34,137,725
51,846,736 45541710
84,293,693 i, 754,343
1886315 3,242,543
|45,403,132 153,562,271
5.693.640 7461451
L4064, 330 1,808,393, 710
3,289,465 | 35,259,100
{31844.792) (33,289 445)
444 671 |, 965 535
1.34| 092,003 1.810,363,355
203092157 231,506,137
[265.95%.650) (213.092.157}
{51867.493) 18,413,550
LA8E224,510 268,777,335

14.1 Salaries and benefits inclede As 4878 millon (2008; Rs.508 million) on account of staff resrement benefics

14

17
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SELLING AND DISTRIBUTION
Carriage and freight - export
Carriage and freight - local

Export expensas
Samples

ADMINISTRATIVE AND GEMERAL EXPEMSES

Salaries, wages and other banafits 26,1
Tnmnlln; and conveyance

Repairs and maintenance

Rent, rates and taxes

Princing and statlanery

Insuranco

Fees and subscrprion

Telephone and Fastage

Wihicle rumning and madntenance

Litilitles

Advertiserment

Books and periodicals

Lagal and professional ehanges

Entarinment

Diepreciagon 4.3

6.1 Salaries and benefits mclude Re. 3252 millien (2008; Ra, 3,388 millian} on account of stafl revrement

FINAMNCE COST

Interest § mark vp on:
- Long term financing
- Shert erm borrowings

Bank charges and commission

OTHER OPERATING CHARGES

Auditors’ remuneration

- Statunory audic
Revew and certifications

= Gt of pocket

Loss on dapesal of property, plant and equipment
Exchange loss [ [gain)

OTHER OPERATING INCOME
Sabe of scrap

TAXATION
Taxagon:

Current year
Duwferrad

2009 2008
Rupees
57.746.055 53,711,727
554,385 604,770
5.799.23% 9,254,675
104,998 1,591,360
5. 144777 65,162,537
28807276 27,313,360
BIDESE 1,263,011
1,806 37% FE3,612
I6T.610 167,610
1,006,687 1762415
1,026,185 1,011,550
T2r 46T 778,602
1,144 694 2,003,112
4671633 4,161,084
1356312 953,649
- 53471
155,15% 17,596
549,481 962,061
1,175,148 933,686
335,668 3,180,585
50036354 45,561,404
1009 1008
Rupees

%0, 53,145,674
93.103.207 45,863,425
153371690 9,109,799
8,360, 387 7,425,722
161632076 106,535,021
180,000 180,000
95,000 5,000
25,000 25,000
300,000 300,000
1913672 3,141,628
20,943,768 12,016,538
25.157.440 5,458, 166
1,601,946 5,232,405
1601946 5,232 405
15,3721 555 15,366,716
7957658 7,161,637
23,330,453 12,528,354

301 Mumencal reconciliagon becween the average effective ax rate and the applicable mix mice & not geen due to

aceumulated acecounting and tax kosses.

9



Annual Repore 2009

31

iz

EES

34

35

EARNING PER SHARE - Basic 200% 2006

{Loss) f profic after caxation for the yaar Rupons {1531, 966.621) {184.251,572)
Churstanding welghted average ordinary shares Mo, of shares 12635 400 32,635 &0
Easnings pei share - Basic Rupons i4.72) {5.65)

Il Diluted carnings per share
There is ne diluthon oMect on the basie earnings per share of the Company a8 the Coampany has ne seeh
EMMmITm&nts.
CHIEF EXECUTIVE'S DIRECTORS' AND EXECUTIVES' REMUNERATION
Managerial remuneragon - Executves |, B00,000 | Bl Oy

Mumber of persons Z 2

3.1 Mo remuneracion has been paid to any director or chief executive of the Company.
3121 Mo meeong fee has been paid o any direcoor of the Company.
3113 Execurves sra dafined as employeas with basic salary exceeding Rs. 500,000 One sxecutlvas & peavided with
a Company mamtalined car.
TRAMSACTIONS WITH RELATED PARTIES
The rolated parties comprise nssociated companies, related group comganies. directors and key management

persannal, Transactions with related parties and asscciated companies, ather than remunesation and banefits te key
managemant pariennel wider the oerms of thair playmant are as fodlows:

2009 1008
Aszocioted wndertakings Fupees
Amaount received during the year 57.B50,000 -
Repayment of deferred payable {refer to Mote 7.0 ) I8.247.02% 15.109.733
Directors
Loan froam dircctors - et B4 215019 79389714

Thare wire no ranssctions with key management personnal cther than endertaken as per terms af their
Sale and purchase tramsacvions have been carried out on commercml terms and condidons under comparable

uncontrolled price method,

PLAMT CAPACITY AMD FPRODUCTIOM

Spinning 2009 1008
Mo, al spindles installed 51,072 51072
Mo, of spindles worked 51,072 51072
Mo of shifts 3 3
Acnml production of yarn converted into

205 count based on three shifts per day Kgs 15,951,196 15, 776802
Weaving
He. al lsems insalled 168 &8
Bee. al looms warkied 154 159
Mo af shifts 3 3
Actiml production converted to 40 picks

based on three shifts per day 5q. meters EL053.270 53516433

340 ¢ is difficult to calculate precisely the production capacity of weaving and spinning unit since it fluctuates
widely depending on varous factors such as count of yarm spun, width of fateric woven, spindles { looms speed,
pwist, rraintenance of machinery, power shutdown and raw matesials used ete, B alio varies aceording v the
partern of preductian sdopred in any parteular yaar,

SEGMENT INFORMATION
The entire revenue and expenses of the Company arise from manufacturing and sales of yarn and fabric. There are no
reportable segments of the Company and, therelore, segment information has ot been prepared

;’Gﬂ} GHAZI FABRICS INTERNATIOMNAL LIMITED
b

36 FINANCIAL INSTRUMEMNTS BY CATEGORY

1009 1008
Financlal assets as per balance sheet Rupees
Long term deposics 5497180 490,080
Trade debes 175771 418 1 19.666.735
Loans and advances 1,751,221 11,926,555
Trade depesis 583,394 83,094
Cash and bank balances 1901 664

[r3ie30, __Tassensn
Financial liabilities as per balance sheet
Long term financing |, 436,860,267 1,365,053 248
Trade amd acher paynbles 131,569,224 108625965
Acorued nteresumark-up 15091918 12,798,567
Shart term barrowings 35.92!5 E TET 792 564

Fair values of financial assets and liabilities
Fair value is the amount for which an asset could be exchanged, or a &hilicy secfed, between knowledgexble
willing parties in an arms length transaction

The earryang values of &l financal sssets and lisbSuies rellected @ the financal watements apprasimare thiie
fair values.

17 FINANCIAL INSTRUMENTS

3T7.1

{a)
(i}

Financial risk factors

The Company's actvities expose it to a variety of financal risks: markes risk {including currency risk, interest
rate risk and other price risk), credit risk and fquidity risk. The Company's overall risk management
pregramma focuses on havng cost offectiva funding as well 38 1o manage financial risk 1o minimize earnings
volatifity and provede maximum return o shareholders.

Risk maragement is carried out by the Company's finance department under policies approved by the Board
of Dirncgers,

Market risk

Currency risk

The company is exposed to currency risk on the impart of raw material and stores and spares and export of

poods mainly denominated in US dollars and en foreign currency debeges and loans. The company's exposure
o foreign currency risk for UIS doflars is as follows:

2007 1008
Rupees

Foreign trade delbes 119,721,548 57,314,660
Foreign currency short oerm borrowings

= Habib Bank Limdred (53,658,000) {174.518.473)

= United Bank Limiced (158,535,000} (134,530,967)
Foraign craditors - (3.801.750)
Grass balance sheet expasura (92,471 452} {255,534,549)
Crunstanding lemer of credic [3,874,785) (254,47 1,755)
Mt aposiere (96,346,237) {510,008,304)
The following significant exchange rates have been applied at the reporong daces:
USD o PKR El.30 &B.20
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(i)

{iii

(iv

(v}

(i)

Ae Jure 30, 2009, If the Pakistan Rupes had weakened'strengthened by 10% against the US Dollar with all
other variables held comstant, post-tax lossiprofic for the year would have been highesflower by Rs
92471 45(2008; Rs. 25.553.655). maknly as a result of forelgn exchange losses/gains on transfadion of foreign
debts, foreign currency borrowings and foreign creditors.

Interest rate risk

Imterest rate risk is the rsk that che fair value or futiere cash flows of & financial instrement will flectuage
because of changes in market muerest rates, As the Company has no significant interest-bearing assews, the
Company’s income and operating cash flows are substantially independent of changes in market imterest rates.

Ar the reportng date, the inerest rave profile of the company's significant inperest bearing financial
imsrruments was x5 follows:

Financial liabilities
2009 2008 2009 2008
Long term firancing Percentage Rupees
. Fiwed
ke bra7 b 249,114,000 174.1 18939
EETrUmeEnt
* Varhble e 1493w 1526 113910 1564 260,765,332 138,150,393
nstrument
Shart term barrowings 443 ¢0 1476 102910 1454 859,775,549 757792564
1,359,156,881 1170061 396

Total yeeld ! mark up rate nsk sensitivity gap (1,35%,156.88]) (1,270,061 E96)

Fair value sensitivity analysis for fixod rate instruments:
The company does ret account for any fixed rate financal aspets and lisbilives at fir value through profit and
loss. Thersfore, a change in interest rates at the reporting date would not affect profic and loss account.

Cash flow sensitivity analysis for variable rate instruments:

A change of 1% in interest rates az the reporting date would have decreased | (increased) loss for the year by
the amownt shown below, This analysis assumes that all ather variables, in partcular foreign currency rates,
ramaing constants. This analysis is performed on the same basis for 2008,

Effect on Profit and Loss |% rate

Increass Decrease
As at june 30, 2009 Rupees
Cash flow sensitviny - vanable rate financial liabdlities (B0 L5200 8,012,520
As a June 30, 2008
Cash flow sensitivity - variable rate fimancial liabilities (7967543 T967 543

Other price risk

Oiher peice risk i3 the risk that the falr value or futere cash fows of a fnancial instrurment will Mectuace
because of |:h=nglls in market prices {other than those :.rinﬁng from currency risk or interest mate risk),
whether those changes are caused by fxevors specific wo the individual fmancial nstrument or (K5 issuer, or
factors affecting all similar financial instruments traded in the market. The Company is not exposed 1o equsty
securies price risk as there is no investment in listed securities,

(k)

GHAZ| FABRICS INTERNATIONAL LIMITED

Credit risk

Credit risk represents the risk of firancial loss being caused if counter parves fail 1o discharge an obligatson.
Credit risk arises from depesits with banks, erade debts, loans and adwances, deposits and other receivables,
The company seeks to minmize the credic risk exposwre through having exposures only o customers
considered credic worthy and obtiining securities where applicable. Where considered necessary, advance
payments are obtained from certain parties, The maximum exposure to credic risk is equal to the carrying
amount of financial assecs. Owt of the taml financial assets of Rs. 209,010,940 (2008 Rs. 155,019,888), the
financial assers exposed o credit Flsk amount 1o Rs. 187,346,903(2008: Rs. 135,568,428).

The maamum sxpasure te eredit risk for trade debts ar the balance sheer dare by geographic region is as

fallows: 009 008
Rupees
Local debts 56,049 B70 62,352,075
Fareign debts | 19,721 548 57,314,660
[75.771 418 119,656,735

The majoricy of foreign debrors of the company are situnted in Asis, Amerlea, and Europe.
The maximurn exposure ta credic risk for loans and receivables at the reporting dace by type of goods are:

009 2008
Rupees
Yarn | D6, 26F 466 T134% 1592
Fabric 67,793,278 46,154,263
Others _L708.6T4 1163380
| 75,77 | 418 119,666,735
The aging of loans and receivablos at the reporting date was:
Pase due 0-86 manths | 64 56 | 444 107,196,320
Past due &13 months 11,209,974 12470415
IT5,771.418 119,666,735

The Company monitors the credit quality of i financial assers with reference to historical performance of
such assets and available external creds ratings. The earrying walues of financial assets which have not impaired

arm as under; za0% 0ne

Long verm deposics 5697 1B0 430,080

Trade debts 175771418 119,666,735

Loans and advances 1.751,22| 11,926,555

Shart torm trade depasits 563,394 583,394

Cash and bank balances 31541689 2,901 664
|B7 344,903 | 35568478

The credit quality of receivables can be assessed with reference to their historical performance with no or
some defaults in recent history, however, na losses. The credit qualiy of Company’s bank balances can be
assessed with reference to external credit ratings as follows:

Rating Short Term Long Term
Bank agency Borrowings Loans
Unived Bank Limited JOR-VIS o bt
Habéh Bank: Linniced JCR-WIS Al As+
Maanal Bank of Pakistan JCR-WIS Al ABA
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{<) Liguidity risk

Liquidity risk represents the risk thae the Company will encounter difficulties in mesting obligasions associaced
with financial liabilities. Prudent liquidity risk management implies maintaining sufficient cash and marketable
securites, the availabiliy of funding through an adequate amount of commiced credit facilities. Due o
grewing nature of the businesses the Company maintzins flexibilicy in funding by maintaining commimed credic
lines swailable.

The table shows analyses how management monitors net liquidity based on details of the remaining
contractual maturities of financial assets and Habilities. The amounts disclosed in the @able are the contractual
undiscounted cash flaws,

2009 Rupees
Non-Derivative Carrying Contractual Six months  Shto twelve  Two to five
5 YA Amiount cash flows or less manths YEars
Financial Liabilities
Long term financing
{from banking companies) 499,881,332 (694,369,671 ) (152.800,993) (101,683,015) (439.885663)
Trade and ather payables | 34.680,05% (134.680.05%) {134,680,059) . .
Short term borrowings 859,275,549 (913.119.842) {913,119,842) - -
1493836940  (1,742,169.572)  (1.200,600,8%4) (I0] 683,015) (439,885663)
2008 Rupees
Mon-Derivative Carrying Contractual Six months Six to twelve  Twao to five
L z Amount cash flows or less manths years
Financial Liabilities
Leng tarm financing
{fram banking cempanies) 512,269,332 (1.029.223,398) (154.677.507) (180.226219) (694,319,672
Trade and ather payables | 14,846,530 {114,846,530) (114,846,530 - -
Shert term borrewings FE7.792.564 {799,375.401) {79%.375.402) -

1,3B4908426  (1,943.445,330) [ 1.068.899.439) (180,226,219) (694,319,671

The contracoml cash flows relating to the above financial liablives have been determined an the basis of markup races

effectve as at 30 June. The rates of mark-up have been disclosed in note 06 and |0 o these financlal statements.

ir.1 Capital risk management

The Company’s objectives when managing capital are to safeguard the Company’s ablliy to continue as a
going concern in order to provide returns for shareholders and benefic for other stakeholders and o
maintain an optimal capital structure to reduce the cost of capital. There were no changes to Company's
approach to capital management during the year. The Company is not subject to any externally imposed
Capital requirements.

The Company manages |cs capiral scructure and makes adjustment o i in the light of changes in econemic
conditions. Ta maintain or adjust the capital structure, the Campany may adjust the dividend payment 1o
shareholders or issue new shares,

i@} GHAZ| FABRICS INTERNATIONAL LIMITED

The Company finances its operations through equity, borrowings and management of working capital with
a view Lo maintaining an appropriate mix between various sources of finance to minimise risk.

i8 AUTHORIZATION OF FINAMCIAL STATEMENTS

These accounts have been authorized for issue by the Board of Directors of the
Company on September |9, 2009,

1 GEMERAL

Figures have been rounded off to the nearest of rupees;
Comparative figures have been rearranged | reclassified, wherever necessary,

to facilitate comparison. Mo material rearrangements | reclassifications have

been made in these financial statements,

CHIEF EXECUTIVE DIRECTOR 45
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PROXY FORM.
{20ch AMNNUAL GENERAL MEETIMNG)

' soifdaughterwife
al af being membaer (s)
of GHAZI FABRICS INTERMATIOMAL LIMITED, holder of

ordinary shares of the Company, under Falia Ma. [ Participant's ID/CDC sub account Mo,

hereby appoint of failing him/her
of who isfare member(s) of GHAZ| FABRICS INTERMNATIOMNAL LIMITED
under Folio Ma, ! Partcipant’s IDVCDC sub-account Mo respactively, as my/our proxy

in my/our absence o atcend and vota for mefus and on my/our behalf at the 20cth Annual General

Meating of the Company to be held on October 24, 2009 and/or any adjournment theraot,
Az witness mylour hand this day of October, 2009

Signed in the presence of.

WWitness
Slgnasurs of
Mame pepblig
FverLie MR

: waorth Rupess 5i-

Occupation — :
The signature should agree with the

Address specimen registered with the Company.
IMPORTAMT:

I, This Praxy Form, duty completed and signed, must be received at the Registered Office of the Company ,at 8-C,
E-Il Guiberg lll, Lahare Mot less than 48 hours before the tme of halding the meeting,

2, Mo parson shall act as Proxy unless helshe is a member of the Company, except that a Corporation/Comparny may
appoine a person who is not a member,

3. W a member appoints more than one proxy and more than ene instruments of proxy are deposited by a member
with the Company, all such instruments of proxy shall be rendered mvalid.

4, In case of Praxy for an individual beneficial Owner of CDC, attested copies of beneficzal Owner's NIC or Passport ,
Account and Pardcipant’s LD Mos. must be deposived along with the Form of Proxy. In case of Proxy for Corporace
members, ha'she should bring the usual documents required of such purpose.

(=]

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




