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NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that the 17" Annual General Meeting of the Company will be held on Friday,
October 20, 2006 at 9:30 a.m. at the Head Officer of the Company at Modern Motors House, Beaumont
Road, Karachi to transact the following business:

ORDINARY BUSINESS
1 To confirm the minutes of the 16™ Annual General Maeting held on October 24, 2005.
2. To receive and cansider the audited financial statements of the Company for the year ended

June 30, 2006 and the Reports of tha Directors and the Auditors thereon.

3. To approve the payment of cash dividend @ 15% (Rs. 1.50 per share) as recommended BY the
Board of Directors for the financial year ended June 30, 2006.

4. To appoint Auditors for the year 2006/07 and to fix thelr remuneration.

5. To transact any other business with the permission of the Chair.

By Order of the Board

Abid A. Vazir

Karachi: September 14, 2006 Company Secretary
NOTES:
1 The register of members of the Company will be closed from Friday. October 6, 2006 o Friday,

October 20, 2006 (both days inclusive} and no transfers will be registered during that time. Shares
received in order at the Head Office of the Company at the close of business on Thursday, October
5. 2006 will be treated in lime for the entitiement of 15% cash dividend. The payment of dividend
will be made on ine existing pald-up capital of Rs. 58,752,000/~

2, A member of the Company gligible to attenid and vote at the Annual General Meeting may appoint
another member as his/her proxy to attend and vote in hisfher stead. Proxies to be effective must
be in writing and must be received by the Company A8 hours before the Meeting.

shareholders of ihe Company whose shares are registered in their amountfsub—aﬂcuunt with
Central Depository System (CDS) are requested o bring ariginal National ldentity Card along
with their account number in CDS and participants |D number for verification. In case of appointment
of proxy by such account holders and sub-account holders the guidelines as contained in SECP's
circular of 26" January 2000 (as reproduced on the reverse side of the enclosed proxy form)are

to be followed.

o

4. The shareholders of the Company are requested to immediately notify the Company of any
change in their addresses.

B To comply with the requirements of the SECP in respect of filing of Form A (Annual Return).
41l shargholders are requested to send us copy of thair computerised National Identity Cards
along with their folio numbers at the Head Office of the Company.
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DIRECTORS’ REPORT TO THE MEMBERS
FOR THE YEAR ENDED JUNE 30, 2006

The Board of Directors is pleased to place before you the financial results of the company along with the
audited accounts for the year ended June 30, 2008.

OVERVIEW
The national economy continued to progress at an impressive pace, despite last year's devastating
earthquake. With a growth rate of 6.6% in 2005/06, Pakistan has joined ranks with the fastest growing

economies of Asia.

PERFORMANCE OF THE COMPANY

Rising demand for cement in the country benefited the company in the form of higher sales volume.
However, due to increase in the price of imported kraft paper, the main raw material for paper bags and
severe competition amongs! the manufacturers, it did not have corresponding impact on profitability of
the company.

Production and dispatches

To meet the demand for paper bags from the cement industry, the company produced 92,15 million bags
during the year under review, reflecting a rise of 7.13 million bags from the previous year. In the wake
of intense competition, the company continued to pursue an aggressive marketing strategy, which resulted
in an increase in sales volume by 6.38 million compared to last year with a total of 90.52 million bags for
the year. As part of its strategy, the company focused on enlarging its customer base and was successiul
in bringing into its fold new clients and enhancing the share of existing clients.

Comparative figures of production and dispatches are:

2005/08 2004/05

{Bags In million) {Bags in million) Variance
[ Production 92.15 85.02 8%
. Dispatches 90.52 84.14 8%

Financial performance
Modest improvement in the average selling price of paper bag coupled with 8% rise in sales volume had

& positive impact on the sales revenue of the company as it increased by Rs. 82 million i.e. 11% from
last year. The growth in sales revenue, however, did not flow through to gress profit as it was offset by
an even greater rise in the cost of production due fo significant increase in the cost of imported kraft paper.
The depreciation expense was also higher because of plant expansion, which was a strategic declsion
by the company keeping in view the current growth trend of the cement industry and its positive impact
on the sales of paper bags in the long run. These factors affected the gross profitability of the company
as it declined by 48% from the previous year. Further, increase in financial charges also contributed to
higher overall cost of production compared to last year. After taking into consideration various expenses
and government taxes, the company was alile to eamn an after tax profit of Rs. 8.31 million.

Summarised comparative figures for the current year and that of last year are as indicated below:

2005/06 2004/05
(Rs. in millian) (Rs. In millian) Variance
Met sales 795.58 T13.87 1%
Cosl of sales 755.99 637.89 19%
Gross profit 39.59 75.98 (48%)
Expenses & taxes 31.28 4327 (28%)

Net profit B.31 '32.71 (T5%)
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DIVIDEND FOR THE YEAR

The Board of Directars, at its meeting held on September 14, 2006 recommended cash dividend
@ 15% (Rs. 1.50 per share) for the year ended June 30, 2008. Approval of the shareholders for cash
dividend will be obtained at the Annual General Meeting to be held on October 20, 2008,

EXPANSION OF PRODUCTION CAPACITY

The company, during the year, successfully installed and commissioned its new tuber and bottomer plant.
On the installation of the new plant, the production capacity of the company has increased from 100
million bags to 150 million bags per annum, With this enhanced capacity, the company is now better
poised to meet the rising demand for paper hags and improve:its efficiency.

DOMATION FOR EARTHQUAKE VICTIMS

Fully conscious of its social responsibility, the company during the year daonated a sum of Rs. one (1)
million for the victims of October's earthquake in the country. Further, the employees of the company also
contributed their one day salary for the victims of the earthguake.

STATEMENT ON CORPORATE AND EINANCIAL REPORTING FRAMEWORK |
. The financial statements prepared by the company fairly prasent its slale of affairs, the result of

pperations, cash flows and changes in equity,

- Proper books of account have been maintained by the company.
. Appropriate accounting policies have been consistantly applied, in preparation of financial
statements and accounting estimates are based on reasonable and prudent judgment.
- Applicable |nternational Accounting Standards have been followed In preparation of financial
siatements and there has been no departure therefrom.
. The system of internal controls has been effectively implementad and is continuously reviewad
and maonitored.
a The company is & going concerm and there are no doubts about its ability to continue.
. There has been no material depariure from the bast practices of code of corporate governance,
as detailed in the listing regulations.
. Key operating and financial data for last six (B) years in summarised form is annexed.
. The company has been declaring regular dividends to ils shargholders.
s There |5 nothing putstanding against your company on apcount of taxes, duties, levies and other
charges except for thase which are being made in the normal course of business.
s The company maintains Pravident and Gratuity Fund accounts for its employees, Stated below
are the values of the investments of the fund as on June 30, 2006.
" provident Fund Rs. 10.864 million
. Gratuity Fund  Rs. 7.329 million
s During the year, the Board of Directors of the company held five (5) meetings. The attendance

record of each director is as follows:
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Mame of Directors Meetings Attended
Mir. Mohammed Faruque 415
Mr, Zahid Farugue® 212
Mr. Igbal Farugue 55
Mr. Ahmad Faruque™* 144
Mr. Mahmood Farugue 3/5
Mr. Akbarall Pesnani 4./ 5
Mr. Shehryar Farugue 316
Mr. Amer Faruque 515
Mr. Omar Farugue** 11
Mr, Arif Farudque 115
Mr. Aslam Farlque® 213

*  Mr. Aslam Farugque was appointed as Director on January 4, 2006 on the sad demise of
Mr. Zahid Farugque.

* Mr. Ahmad Farugue was elected as Director on Octlober 24, 2005 in place of
Mr. Omar Farugue.

- The paltern of shareholding is annexed.
. The Earnings per share (EPS) during the year was Rs. 1.41 as against Rs, 5.57 last year.
FUTURE PROSPECTS

The performance of the papersack industry is directly linked with that of cement. With constant growth
in the demand for cement in the country and in other regional markets, it is hoped that despite competitive
environment especially due to unprecedented rise in the prices of imported kraft paper, the company will
be able to post improved results in the future, for which it has intensified its efforts.

In arder to provide a level playing field to all cement bag suppliers to ensure healthy competition and curb
the Influx of imported bags in the country, the government is strongly urged to reduce duty on kraft paper
to remove the anomaly in its import duty currently at 15% and polypropylene granules (raw material for
manufacturing polypropylene bags) at 5%.

AUDITORS
The present auditors M/s. Ford Rhodes Sidat Hyder & Co., Chartered Accountants, retire and being

eligible, offer themselves for reappointment.

ACKNOWLEDGMENT
We would like to thank all the financial institutions, suppliers and clients for their continued support,

cooperation and the trust they have reposed in us. We would like to record our appreciation to our staff
for their dedication, loyalty and hard work.

On behalf of the Board of Directors

o2

-

MOHAMMED FARUQUE
Karachi: September 14, 2006 Chairman
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STATEMENT OF COMPLIANCE WITH THE BEST PRACTICES
OF CODE OF CORPORATE GOVERNANCE

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

The Company has applied the principles contained in the code In the following manner:

1

10:

135

12

The Company encourages representation of independent non-executive directors and directors
representing minaority interest on its Board of Directors. Al present, the Board includes seven non-

executive directors, none of whom is independent.

The directors have canfirmed that none of them is serving as a director in more than ten listed
companies, including this Company.

All the residen| directors of the Company are registered as taxpayers and none of them has
defaulted in payment of any loan to a banking company, a DFI or an NBFI or, being a member
of a stock exchange, has been declared as a defaulter by that stock exchange.

A casual vacancy occurring In the Board in December 2005 was filled up within fourteen days
thereof,

The Company has prepared a Statement of Ethics and Business Praclices, which has been
approved by the Board of Directors and circulated to all employees of the Company.

The Board has developed vision and mission statementfoverall corporate strategy and significant
policies of the Company. A complete record of particulars of significant policies along with the
dales on which they were approved or amended has been maintained.

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 GEQ and the Executive Director, have been taken by the Board.

The meetings of the Board were presided over by the Chairman and, in his absence, by a director
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.

The Board comprises of senior corporate executives and professionals who are fully aware of
their duties and responsibilities and hence need was not felt by the directors for any orlentation

course in this regard.

The Board has approved the appeintment of CFO, Company Secretary and Head of Internal Audit
including their remuneration and terms and conditions of employment, as determined by the CEO.

The directors’ report for this year has been prepared in compliance with the requirements of the
Code and fully describes the salient matters required o be disclosed.

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




LA G R e e e

PAPERSACKL

e e e T e

13,

4.

15.

16.

17.

18.

19.

20.

Glulem Farugur
Gramp

The Directars, CEQ and Executives do not hold any interest in the shares of the Company other
than that disclosed in the pattern of shareholding.

The Company has complied with all the corporate and financial reporting requirements of the
Code.

The Board has formed an audit committes. It presently comprises of three members, of whom
two are non-executive directors including the Chairman of the commilles.

The meetings of the audit committee were held at least once every guarter prior to approval of
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 commitles for compliance.

The Board has set-up an effective internal audit function.

The statutory auditors of the Company have confirmed that they have been given a satisfactory
rating under the quality control review programme of the Institute of Chartered Accountants of
Pakistan, that they or any of the partners of the firm, their spouses and minor children do not hold
shares of the Company and that the firm and all its partners are in compliance with International
Federation of Accountants (IFAC) guidelines on code of ethics as adopted by the Institute of
Chartered Accountants of Pakistan.

The statutory auditors or the persons associated with them have not been appeinted to provide
other services except in accordance with the listing regulations and the auditors have confirmed
that they have observed IFAC guidelines in this regard.

We confirm that all ather material principles contained in the Code of Corporate Govemance have
been complied with.

On behalf of the Board of Directors

A
=

(MOHAMMED FARUQUE)

Karachi: September 14, 2006 Chairman

STATEMENT OF COMPLIANCE WITH THE BEST PRACTICES OF
TRANSFER PRICING

The company has fully complied with the best praclices of Transfer Pricing as contained in the Listing
Regulations of the Stock Exchanges.

On behalf of the Board of Directors

ol

-

{(MOHAMMED FARUQUE)
Karachi; September 14, 2006 Chairman
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REVIEW REPORT TO THE MEMBERS ON STATEMENT OF
COMPLIANCE WITH THE BEST PRACTICES OF CODE OF
CORPORATE GOVERNANCE

We have reviewed the Statement of Compliance with the best practices contained in the Code of Corporate
Governance for the year ended June 30, 2006 prepared by the Board of Directors of Cherat Papersack
Limited to comply with the Listing Regulation No. 37 of the Karachi Stock Exchange (Guarantee) Limited
and Chapter X|ll of the Listing Regulations of the Lahore Stock Exchange (Guarantee) Limited where the
Company is listed.

The responsibility for compliance with the Code of Corporate Governance is that of the Board of Directors
of the Company. Our respansibility 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 conirol systems sufficient to plan the audit and develop an effective audit approach.
We have not carried oul any special review of the internal control system to enable us to express
an opinion as to whether the Board's statement on internal contro!l covers all controls and the

effectiveness of such internal controls.

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, effective for the year

ended June 30, 2008,

MW%& Loy 2,

FORD RHODES SIDAT HYDER & CO.

Karachi: Seplember 14, 2006 Chartered Accountants

Ghulam Farugoe
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STATEMENT OF ETHICS & BUSINESS PRACTICES

The business policy of the company I8 based on the principles of honesty, integrity and pmfessicmaﬂsm
at every stage.

Product Quality

Regularly update ourselves with tenhnu%oglcéi advancements and emerging trends 1o produce bagsisacks
under highest standards and maintain all relevant technical and professional standards.

Dealing with Employees
Provide congenial work atmosphere where all employees are treated with raspect and dignity. Recognise
and reward employees based on their performance and their ability to meet goals and objectives.

Responsibility to interested parties
To be objective, fair and transparent in our dealings with people who have reposed their confidence in Us.

Financial Reporting & Internal Controls

To implement an effective and transparent system of financial reporting and internal gantrols to
safeguard the interest of our shareholders and fulfill the reqgulatory requirements.

Procurement of Goods & Services

Only purchase goods and services that are tailored to our requirement and are priced appropriately.
Before taking decision about prc:r.:urement of any good of service, obtain quotations from various SOUrces.

Conflict of Interest
All the acts and decisions of the management be motivated by the interest of the Gompany and activities
and involvements of the directors and employees in no way conflict with the interest of the company.

Adherence to laws of the tand
To fulfill all statutory raquirements of the Government and its reguiatory bodies and follow relevant and
applicable laws of the country.

Wa recognise the need for working with optimum afficiency to attain desired levels of performance. We
gndeavor 1o conduct our business with honesty and integrity and produce and supply paper bagsisacks
with care and competence, so that our clients receive the quality they truly deserve.
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2006 2005 2004 2003 2002 2001 2000
{Bags in million)
Production 82:15 85.02 57.73 5548 46.62 51.91 59.87
Dispatches 90.52 B4.14 57.82 55.51 47.55 51.08 60.02
ASSETS EMPLOYED
(Rupees '000)
Tangible fixed assels 165461 172,156 54,189 54,563 41718 45950 49,666
Long-term investments, loans
and deposits 45 348 31,937 27657 24055 27469 21,445 18,480
Current assels 488,588 383,690 320,948 254645 199,073 344,057 272,251
Total assets employed 699,397 587,783 402,794 333,263 268,260 411452 340397
FINANCED BY
Shareholders' equity 303,835 296,913 286,240 256,003 225659 227,763 227955
Long-term liabilities 75,000 100,000 114 265 385 - -
Deferred liabilities 3,753 6,126 6,136 2448 6,968 3,044 1,805
Current fiabilites 316,809 184,744 110,304 74547 35238 180,845 110,637
Total Funds Invested 699,397 587,783 402,794 333,263 268,260 411,452 340,397
TURNOVER & PROFIT
Tumover (net} 795,684 713,869 571,255 594,163 484,825 534,354 615550
Operating profit/(loss) 25113 49,009 63,070 112,666 19767 (5,230} 75,867
Profit before taxation 9910 47838 B2,644 115424 18,487 19,862 74179
Profit afier taxation 8,306 32,706 42477 75224 10,136 16,128 71,101
Cash dividend 8,813 19,584 24 480 44,880 12,240 16,320 59,160
Issue of bonus shares - 9,792 8,160 - - - -
- = 30,000 10,000 15,000

Transfer to reserves -
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AUDITORS’ REPORT TO THE MEMBERS

\We have audited the annexed balance sheet of Cherat Papersack Limited as at June 30, 2006 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 {hat we have obtained all the
infarmation and explanations which, to the best of our knowledge and belief, were necessary for the
purposes of our audit.

It is the rasponsibility of the Company's management 1o astablish and maintain a system of internal contral,
and prepare and present the above sald staterments in conformity with the approved accounting standards
and the requirements of the Companies Ordinance, 1984, Our responsibility is 10 eXpress an opinion on
these statements hased 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 aboul whether the
above said statements are free of any material misstatement. An audit includes examining, on @ tast
basis, evidence supporting the amounts and diselosures 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 account have been kept by the Company 55 required by the
Companies Ordinance, 1984,

b) in our opinion:
il 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;

i) the expenditure incurred during the year was for the purpose of the Company's business;
and

i} the business conducied, investments made and the expenditure incurred during the year

were in accordance with the objects of the Company,

G} in our opinion and 1o the best of our information and according to 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 approved accounting standards
as applicable in Pakistan, and, give the information required by the Companies Ordinance, 1984

in the manner 50 required and respectively give 2 true and fair view of the state of the Company's
affairs as at June 30, 2006 and of the profit, s cash flows and changes in equity for the year

then ended, and

d) in our opinion, 7akat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVHI of
1680) was deducted by the Company and deposited in the Central Zakat Fund established under
Saction 7 of that Ordinance.

E,Lp-\s—g e Sia s e e

FORD RHODES SIDAT HYDER & co.

Karachi: Se ptember 14, 2006 Chartered Accountants




BALANCE SHEET AS AT JUNE 30, 2006

ASSETS

NON-CURRENT ASSETS
Tangibla fixed asssls — Proparly, plant and equipment
Long-tarm investments
Long-term loans
Long-term deposits

CURRENT ASSETS
Stores, spare parts and laose tools
Stock-in-trade
Trade debts
Losns and advances
Trade deposits:and short-term prepayments
Oiher receivables
Taxation —nel
Cash and bank balances

TOTAL ASSETS

EQUITY AND LIABILITIES

SHARE CAPITAL AND RESERVES
Authorised capital
10,000,000 {(2005: 10,000,000} ordinary shares of Rs.10/- each

Issued, subscribed and paid-up capital
Reserves

NOMN-CURRENT LIABILITIES
Long-term financing
Daferred taxation

CURRENT LIABILITIES
Shart-term running finance
Trade and other payables
Accruad mark-up
Current maturity ol long-lerm linancing
Current maturity of liability against asset subject to finance lease

CONTINGENCIES AND COMMITMENTS

TOTAL EQUITY AND LIABILITIES

The annexed notes from 1 ta 3B form an integral part of these financial statemants.

£ LR
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16
17

18
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20086 2005
——— (Rupees '000) -

165,461 172,156
44,428 31,142
744 719
176 i
210,808 204,093
13,032 14,330
297,100 198,048
118,260 94,811
1,988 1,200
1,236 2,347
8,079 6,519
8,723 12,715
39,170 53,020)
488,588 283,600
698,397 387,783
100,000 100,000
58,752 48,960
245,083 247,953
303,835 206,913
' 75,000} 1{10’.@5’
3,753 6,126
78,753 106,126

110,511 -
178,478 183,926
2,820 704

25,000 -
- 114
316,809 184, 744
699,397 587,783

o

IQBAL FARUQUE
DIRECTOR



PROFIT AND LOSS ACCOUNT FOR THE YEAR

ENDED JUNE 30, 2006
HNote
Turnover —nel 21
Cosgl of sales 22
Gross profit
Distribution cost 23
pdministrative eipEnses 24
Other operaling S¥pENSEs 25
Other gperating income 26
Opetating profit
Finance cost 27
profit before taxation
Taxation
Current
- for the year
- prinr year
Daferred
- for the year
28
profit after taxation
Earnings per share — Basic and diluted (restated) 29

The annexed notes trom 1 {0 28 form an intagral part of these financial statem

0L
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2006 2005
e {RUpEES 000y ——-
795,584 713,860
(755,991) {837,893)
— .
19,593 75,976
(13,037) (18,737}
(6,559) (8,304)
(2,034) {6.596)
7,150 7.670
R .
25113 49,008
(15,203) (1.471)
9,910 47,898
{3,978) (14.921)
- (222}
2.974 1l
{1,604) {15,133
8,306 52,70
Rs. 1.41 Bz, 5.57
ents.
1aQBAL FARUQUE
OIRECTOR




CASH FLOW STATEMENT FOR THE YEAR

ENDED JUNE 30, 2006

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation
Adiustment lor:
Depreciation
Gain on disposal of cperating property, plant and
equipment
Dividend Income
Return on long-term investments
Flnance cost

Operating profit before working capital changes

(Increase) / decrease In current assets:
Slores, spare parls and loose tools
Stack-in-trada
Trada debts
Loans and advances
Trade depaosits and short-term prepayments
Oither receivables

Increase / (decrease) In current labilities:
Trade and other payablss

Cash {used in) { generated from operations

Income tax paid
Income tax refund

Met cash (used in}) / generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Additions to proparty, plant and equipment
Sale proceeds of property, plant and aguipmant
Long-term ipans
Long-term deposits
Dividend recsived

MNet cash used In investing activilles

CASH FLOWS FROM FINANCING ACTIVITIES
Lease rentals paid
Long-term financing oblained

Pividend pald
Shori-tarm running finance obtainad

Finance cost paid
MNel cash generated from financing activities

MNet decrease in cash and cash equivalents
Cash and cash equivalents al the beginning of the year

Cash and cash equivalents at the end of the year

The annexed notes fram 1 to 38 formi an integral part of thesa financial statements.
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2006 2005
— (Rupees "000) e

9,910 47 838
13,582 7,033
(522) {1,245)
(462) (483
(4,878} {4,132)
15,203 1,171
32,843 T &R
(3,747)

{4,855)
(94,780) 50,927
(4,566) (23,349
4,580 .
(94,766) 27,578
(7,558) (125,934)
1,183 2178
(25) {179}
(100) 31
462 493
(6,038) {123,410
(178)
100,000
{21,9589)
L (442)
77423
[1B,409)
71,429
53,020

=
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ENDED JUNE 30, 2006
RESERVES
CAPITAL REVENLUE RESERVES
HESERVE
Fafir valuo
galn | {foss) Tonal
Sham General o Unappro- | Sub-total Taotal
Pramium RAegarve svaitable- pristad
for-sale prodil
= securilles
(Rupees 000) —
Balance as at July 1, 2004 40,800 800 160,000 58,840 238,640 245,440 256,240
Final divigend for the year eaded
June 30, 2004 @ As. 3 pae shara {300%) - ; . {12.240) (12,2400 [12,240) {12240}
{55t of bonus-shares & 20% e 1
share lof evory 5shares CRE - - > |, 160) (B,160] (BB
interim dividand for fha yeas prded \
Juma 30, 2005 @ Rs, 2 per shara {20%) - - : (9, 792) {9,792 {3,782} ,792)
Profit-afiar iaxatien for ha year endad
June 30, 2005 - . 32,705 32,708 2,705 42,705
= e e =T e T =
Balancs 5 8l June 30, 2005 46,960 8,800 140,000 1153 241,153 247,853 296,013
Ealance 85 at July 01, 2008 48,860 6,900 180,000 A1,153 241,153 247,053 286,213
Finml divigend for the yoar andad
Jumn 30, 2005 @ A, 2 par aharg {20%) - - (8,782} {9,782} 18,782 (3,752}
1ssug ol horss sharid B 200l
ghare for ewery 5 sharss o742 - (8,792) {8,792 19,732}
Eair valua change oo availsbie-for-snke
- securis B 408 B.ADE 8,408 BA08
Profit sftar Laxatien far ha yaar. andad
Jure 30, 2006 8,306 8,306 B308 B,306°
Balance &5 ol June 30, 2008 58,752 6,500 180,000 B,408 apgys 236,283 245,063 203,535

Tha annexed notas from 1 o 38 form an integral pa
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2006

1.

2.

24

THE COMPANY AND ITS OPERATIONS

The Company was Incorporated In Pakistan as a public company limited by shares in the year 1989, |1z main
business activity is manufacluring, selling ard markeling of paper bags and sacks. The Company staried
commercial production on December 15, 1981 and is listed on Karachi and Lahore Stock Exchanges.

The registered office of the Company is situated at 1% Floor, Betani Arcade, Jamrud Road, Peshawar.

SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies used in the preparation of these financlal statements are as follows:

Basis of preparation of the financial statements

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 Intermational Accounting Standards (IASs) as notifisd under the provisions of the Companies Ordinance,
1984. Wharavar, lhe requirements of the Companies Ordinance, 1984 or directives issued by the Securities and
Exchange Commission of Pakistan [SEGP) ditter with the requirements of these standards, the requirements of
Companies Ordinance, 1984 or the requirements of the said directives take precedence.

2.2 Accounting convention

Those financlal statements have been prepared on the basis of historical cost convention excepl for derivatives
(if any) and ceriain investments which are valued at fair value.

23 Signlficant accounting judgments and estimates

231

232

233

Estimates and judgments are continually evaluated by management and are based an hisloric exparience and
other factors, including expectations of future events that are believed to be reasonable under the cireumstances,

Following are the significant judgments and estimates made by the managemeant:

Staff retirement bengfits

Certain actuarial assumptions have besn adopted as disclosed in note 12.1 to the financial slatements for
valuation of present value of defined benefit obligations and falr value of plan assets. Any changes in these
assumptions in future years might affect gains and losses in those years.

Property, plant and equipment

The Gompany has made certain estimations with respect to residual values, depreciation mathods and
depreciable lives of proparty, plant and squipment. Further, the Company reviews the value of assets for possible
impairment on an annual basis. Any change In the estimates in fulure years might effect the remaining amounis
of the respective items of property, plant and equipment with a corresponding effect en the depreciation charge

and impairmeant,
Classification of investment

The management has utilised its judgment in respect of classification of investments as disclosed in note 4.1 o
{he financial statements. Any change in such judgment might affect the accounting policy applied In respect of

suoh investment.

Other areas where estimates and judgments are involved are described in respective policies and notes to the
financial siatemeants,
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2.4 Property, plant and equipment

241 Owned assets

‘Operating fixed assets except land and capital work-in-prograss are siated gt cost less accumulated deprechation
and any |m|:|s_1lrmani in value. Land and capital work-in-prograss are stated at cost. Depreciation |s charged fo
incame applying the reducing balance method except for computers, which are depreciated by using the straight-
ling mathod.

Maintenance and repairs are charged lo income as and when incurred, Majar renewals and improvements which
increase the asset's remaining useful economic lifa or the performance beyond the currenl estimated levels are
capitalised and the assats so replaced, it any, are retired.

Gaing or losses on disposal of assets, if any, are recognised as and when incurred.

The carmying values of fixed assals are reviewed for impalmment when evenls or changes in gircumsiances
indicate that the carrying valuss may not be recoverable. If such indications exist and where the carrying valuss
ewcead the estimated recoverable amounts, the assels are written down ta the recoverable amounts.

The Company previously had a practice to charge full years depreciation in the ysar of addition / capitalisation
and no depreciation charge was made in the year of disposal. In the light gl the Instivte of Charlered
Accountants of Pakistan's circular No. 10/2002, for depreciation on the additions 1o the fied assets, a company
may charge depreciation on dally [ weakly / monthly [ quarterly hasis. In view of the same, the Company has
reconsidered the said practice and has decided that on all major additions, depreciation charge will commence
from the month of addition / capitalisation in order o refleal a more fair depreciation charge. Simitarly no
depreciation will be charged in the month in which an assel is disposed off. Such change has been considered a
change in accounting estimate and has resulted in decrease in depreciation charge for the year by RAs. 1.433
million.

During the current year, the managemant has carried oul & study to reassess the useful gcanomic life of plant
and machinery and as a result of such exercisa: the rate of depraciation on plant and machinery has baen
changed from 10% per annum to 7.5% per annum. Change In rate of depraciation has been accounted foras a
change in accounfing estimate. =ych changde In estimate has resulted in decrease in depreciation charge for the

year by Rs. 3.282 million.
242  Assetssubject to finance lease

Assets subject 1o finance lease ara initially stated at the lower of present value of minimum lease paymeants under
the lease agreement and the fair value of the assets. The related obligations of the lease are accounted for as
liahilities. Assets acquired under finance lease are depreciated on the same basls asfor owned assals.

2.5 Investmenis
251 Available-for-sale securities

Investments which are intended 1o be held for an indefinite period but may be sold in response to tha nead for
liquidity or changes-in interest rates are clagsitied as available-for-sale.

Thesa investments are initially measured at fair value plus transaction cosls and are subsequently carried at fair
value: Changes in fair value are taken to a separate component of equity.

257  Held-to-maturity investments
These represent investments with fixed maturity in respect of which the Company has the positive intent and
abiiity to hold till maturity. These investments are carried at amortised cost.

26 Slores, spare parts and loose tools

Thase are valued at lower of average cost and estimated net realisable value (NRV) excepl items-in-transit which
are stated Al invoice value plus other charges paid thereon lo {hia balance shest date.

Provision / write-off, if required is made in the accounts for slow maoving, obsolete and unusable items 1o bring
their carying value down to WAV,




2.7 Stock-In-trade

Stock-In-trade isvalued at the lower of cost and estimated NRV.

Cost signifies in relation 1o:

Faw matarial - Purchase cost and ditect expenges.
Finished goods - Cost of direct materlal, labour and propartion af manufacturing
overheads.

WAV signities the esfimated selllng price In the erdinary course ol biusiness lass cost of completion and cost
necessary to be incumad in arder to make the sala,

2.8 Trade debts

Tera debts are recognised at invoica value less provision lor uncalizctible amounts. Prevision for doubtiul debts
iz based on management's assessmant of customer's credit worthiness: Bad debts are written-off when there is
na realistic prospect of recavery,

2.9  Financial instrumenis

All financial assels and liabilities are recognised ai tha tima when the Company becomes party 1o the contractual
provisions of the instrument. These are derecognised in case of assels, when the contraciual rights under the
instrument are realised, expired or sumrendared and in case of a lability, when the obligation is discharged,

cancelied or éxpirad,

Any rasulling gain / {loss) on the recogniticn and derecognition of the financial asgets and liabilitizs is included In
the profit  {loss) for the pericd in which It anses.

2.10 Forelgn currency transiations

Transactions in foreign currencies are franslated to Pak Rupees (functional currency) &t the foreign exchangs
rafe ruling at the date of the ransaction. Monetary assels and llabilifies dencminated in forglgn currencies al the

balanca shest dale are transiated to Pak Rupee at the foreign exchanga rate ruling at that date.

211 Cash and cash equivalents

For the purpose of cash flow statement, cash and cash equivalents comprise of cash in hand and current, PLS
and deposil accounts with commercial banks.

2.12 Revenue recognltlon

2,121 Sale of goods

Revenue from sales ls recognisad upon passage aof fitle 1o the customers which genarally calncides with physical
dellvery.

2122 Other operating Income
Return an haid-to-malurily invesiments is recognized on accrual basis taking into account effective yield method.
Dividend income is recognised when the right to such income i5 established.
Oiher revenues are accounted for on accrual basis.

213 Staff retirament benefils

2131 Gratulty scheme

The Company operates an approved and funded gratuity scheme for all efigible employees who have completed
the minimum quelifying perlod of service. The scheme is adminisiared by the frustges nominated undaer the trust
deed. The contributions to the scheme are made in accordance with actuarial valuation using Projected Unit

Cradit method.

Actuarial gains and Iosses are recognised as income or expense when the cumulative unrecognised actuarial
gains or losses exceed 10 percent of the higher of defined benefit obligation and the falr valus of plan assels as
of the end of previous reporting period. These gains or |osses are recognised over the expacied remaining

working llves of the employees participating In the scheme.

Ghulam Parugqus
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2.413.2 Pmﬂdam fund

Tne Company gperates an ppfnwa d defined pantriputary pmwdenlf und scheme for all pe armansnt amployass
who have cnmpletad the minimum qualﬁhrmg per ol of service jce. Equal contripulions are made By tha Company
and the amployees to the tund at tha rate of v, of basic salary.

provisions are recognised wiven the Company has & PF resent legal of construchive abligation 2% rasul of past
ayents and it 5 probable that an outfiow aof resources & ambodying poonomic = penafits wil b require d tn selils the
obligation and & ratiable gatimate of the obligation can be mada.

215 Taxatlon

2.15.1 current

The charge tor current taxation 1 pased an {axable income. At the current rate of paxation afer yaking Imo o gocount
applh;abl fan EEBdI.'l'S, rebales and a:_{ampﬂuns' ayallable, | -any of minirnum taxation &t the rate of 0.5% of he
urnover whichever iz higher. However, o income COVer yered undar final tax retime; {axation 15 DAt

appucab'le tax rates U ndar such regime.

2452 peterred

pefarred income tax i provide & using the 112 liakility matnod {07 all 1empa ary differences al the balance sheet date
pehween 18 ay hases o fas sels and'labmtles and thelr carryin no ameun r financial raporting purposas-

Detarrad :ncuma {ax asget are remgntsad all deduct gmparary differances and ¢ carry fo orward of unused
tax Insses: | if any, to the 8 xt L that iliﬁpmhama {hat 1ax;ab1e pmm will b8 available & against t which guch temporary

diffarences & and 1ax 105585 noe utilisad-

Defarred income 1ax assels and liabilities are maasumd al tha &% rate that 18 pxpected 10 app-,r o the period
when the asset ia realised 07 tha lizhility 5 settled, DAS hased on tax ratas that have peen gnacle ed O uhslaniwe'ly
gnactad al the palance sheet date. In this regard, the effects on geferred 12 yation of 18 'pl:rri on of incame
axpected 10 o be subjed Lho i 'rnal fax regim els adgustad in accardance with e feqmremam i Acoounting Techrical
Felpase - 27 of 1h & in sﬁh.ﬂa o Chartered N;mun‘l nts of Pa.hl.staﬂ if considered material.

2.16 perivative ﬂnarnn’ral instrumams

ally use | instruments sUe 5 forward gxohian g wacts to hedd® its

The Company o = darivalive financial ch &
d with inlrelgn currency borrawings-: L Such derivative ﬂnaﬂnlal inetruments ar t md = falr vaiue:

rlshs guoociats

The talr vaiue of forward axchang® contracts 18 estimated DY reference 10 pureent forward axchand® rates 10
contracts Wit th shrmitar maturity profiles.

In ralaunn yocash f sdges which mael the condmuns for sped acial hedge accuuntmg, ha portion of the g'amf
jpgs on tha ad.«gm lnsirumeni that is detarmined {o be an gfjactive todge is 18 ecoant o directly In 88

wien 1he hedged cnmmumanl rasults in e recognition n of an asset gr a liabilitys {nan, the ass.nfciated Qans
lossas prE*.ﬁnus!*_.’ racognised jn eouity & rg included in the initial measurement of the acquistion cost
carrying qmount of 20 aszal Or 8 Niabilitys E'tiar.t for remainingd perlod © of nedge, 1 material, is 12 n 1o
loss agc.num.hahng considered 2 a Lalr vali= hedge.

ancuﬁnling‘ d‘l-ﬁmn't'lnuad when N8 na hedgind instrument i expired of sold, termin nated of amrcisad, o
\gniget qualifies jor special hedae accounting: A that point. any pumuiative g8 ain of loss on the pedging
raqugrﬁsad in equity 18 = kept until ne iorecaﬂt nsa poours. If & a hadged transa-::tmnl < no lange 2xps
ta ocour, the net cu mulative gain of 1058 recagnised N aquity 18 yransferred 10 met profit of 1055 of the period.

247 R Related party {ransactions

Al transactions with ralated partles arg carmed oyl by the company using fhe methods p;ascﬂnad und

Companies < Drdinance
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Hote 2006 2005
seeeeee| Qupees '000}—————-
3, PROPEATY, PLANT AND EQUIPMENT
Cperating property, plant and equipment 3a 165,461 57,213
Assal subject o finance lease a.2 - 238
Capital work-in-progress 3.3 - 114,707
165461 172,156
3.1 Opereting property, plant and equipmeant
311 Foliowing isqa statement of operating assels:
Acoumulated  Adjusimeni  Depreciation Accumulnfed Rate
DM Cosial  Addiions! Debstions — Cosi &t dapraciation ot charged dapraciation  Bookwalee per
July 01, "Translor  during tha  Jupe 30, ot Juty 01, depreclation  during tha of June 30, ot June 30, snnum
Description 2005 during the yoar 2006 2005 on {disposal)/ year 2006 2008 n
year "Transfer
{Rupeas 000}
Land —laasahald 443 - - 1.443 - - - . 1,443
Buliding on leazehold
land 13,128 1.203 - 14,331 5360 : TS f,163 8,178 510
Plant and machinary Bl 486 114,709 - 213,155 62,379 - BETH Taa58 140937 75
Power and othar
installitions 826 62 . BAA 559 . 32 601 287 10
Wihiches 12,035 4,728 {1,873 15484 5,788 [1,212) 2109 RS 8433 20
"aTE 340
Fumilure and ftings 2202 85 . 22584 1,083 . a7 1,180 1,108 510
Enquipmeant 5,487 1.183 : 6,680 14308 . 537 1.645 4835 10
Computens 1,290 295 {35} 1654 1.250 135 165 1420 234 33
135,010 122,265 {7,908} 255343 T 11,247 13502 50,082 165,451
5T *340
Accumulaled  Adjrstmant  Daprecistion  Accumilated Ratn
2005 Caost al Additions  Delstions Costot  depreciation far charged dapreciaton Book valua  per
July01, duringihe duringthe Juna 30, ot July 01, cepreciation duringthe  afJune 30,  atJune 30, annum
Desaription 2004 yoar year 05 2004 _on dispoaal yaar 2005 0% %
{Aupeas 000}
Land = [easahoid 1,443 - - 1443 - - = N 1443 -
Bull lpasahiid
m = B¥57 4071 13,128 4,884 - 716 5380 7748 510
Plam and mackineny a8 486 - . o8, L6 B4 36T - 4,012 62,370 38,107 10
Power and othe
lrmpl.-:ri::: > B28 - . a6 =Ll = b 569 257 10
Valicias B.240 5878 2,081) 12,035 53731 {1,147 1,562 5,780 0,847 =0
Fumitina and fetings 2118 B4 . 2,200 oE2 - 101 1,083 1118 510
Equiprmant 4,083 514 = 5ALT HaZ - 465 1,308 41Ed 10
Computars 128y 166 1,393 1,202 - &8 1,290 o3 33
125 540 11551 ___j2.4at] 135000 7iam0 {11471 6874 77787 57213
Mote 2006 2005
(Rupees "000) ——-
31.2 The depraciation tharge for the year has been allocated 100
Manufaciuring overheads 22 11,808 5,589
Distribution cost 23 1,311 1,025
24 373 360

Administralive expanses
13,592 6,874
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3.1.3 Disposal of operating property, plant and equipment T
Book Sale Galn / Mode of
Description Cosl Valug  Proceods (Loss) Disposzal Sold 1o
{Rupees "000)
Motor vehlcles
Toyota Corolia Regy ACK-152 1,077 353 353 - Tendear Mr. 5. Nasim Ahmad
e Mowshera
Honde Civic Regi D-4500 220 72 525 453 Toender [Dr. Fouzia Sadig
; Peshawar
Suzukl Cutus Hegy ADW-540 576 236 380 B4 Tander hr. Shahid Anwer
Tarbelia (Empinyae]
1.873 BA1 1,178 817
hggregate ol assets disposed-ofl
having book valuee below
Rs. 50,000 sech
Computer a5 . 5 |1
1,008 681 1,183 522
2005 2,081 G834 2178 1,845
3.2 Asset subjecl o llnance leasa
321 The foliowing is a statement of asset subjact ta finance lease:
Accumulated  Adlustment Depreciation  Accumulated Rate
Cost at Transfar Cost ol depreciation tor charged doprociation  Book value per
July 01, during the  Juno 30, atJduly 01,  depreciatien duringthe  atJune3n, ol June 30,  annum
2005 yBBT 2006 2005 on Transfer yne 2006 2006 b
{Rupeoes "000}
Vehicia 576 (5TH) - 340 (340} - - = 20
2005 576 . 576 281 - 50 A40 236 20
3.2.2 The depreciation charge for the last year was allocated to manufacturing overheads.
Mote 2006 2005

——- [Rupees "000) ——-

3.3 Capltal work-In-progress

Civil works - 921
Plant and machinery - 113,785
- 114,707
4. LONG-TERM INVESTMENTS
Avallable-for-sale securlties — Related Party
Ordinary shares of listed company
Cherat Cament Company Limited
182,382 (2005; 153,806) fully paid ordinary
shares of As. 10/ each 4.1 12,505 4,097
Held-tg-maturity Investment
Dafance Saving Cerificates 4.2 ___31_.?33 _ﬂﬁ_
44,428 n, !1!_?_

44 During the current year, the relalionship

investment has cessed to ba an ascocialed campany’s refationship In terms of Ia5-28,

hetwsen tha Company and lis related party in which the Company hoids an

Invesiments in Associales.

Accordingly, effective from current year, the irvestmant in such company which was previausly baing accounted for

as-an investment fn assoclate has been reciassified as an avaitable-for-sale fina

neial assel The Company accounts

for available-lor-sale financial assets at thelr fair valus while changas in iair value ara taken o equily. Previously,

siich Imvestment being

considered as invastment In associate was belng accounted for af cost,
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4.2 HRepresents Defence Saving Certificates of ten years perod maturing on August 20, 2009 having redemption value of
Rs. 52.5 million that carry effectiva mark-up rate of 18 percent per annum (2005: 18 percent per annum). Thase
invesimeants are held in the zafe custody of & commercial bank as of the balance sheest date,

Note 2006 2005
w— (Rupees '000) w——
5. LONG-TERM LOANS
Loans to staff — considered good 51 1,164 1,039
Lass: Current partion 10 420 320
7449 719

5.1  Represent car and other loans provided as per the Company's employee loan palicy, These loans carmy mark-up
upta 11 parcent par annum (2005: uplo 9.5 percent per annum) and are repayable within 3 1o 6 years. Thase loans
are-gecured against the provident fund balances of the respeclive employees.

Mote 2006 2005
==—- (Rupegs "0{0) ——

6. LONG-TERM DEPOSITS

Security depasits 163 62
Oithers 13 14
176 76

7. STORES, SPARE PARTS AND LOOSE TOOLS

Stores 907 1,347
Sparp parts 12,052 12,900
Loosa tools 73 74

13,032 14,330

B. STOCK-IN-TRADE

Haw maternial
[n hand 101,432 51,178
In bonded warghause 88,245 65,551
In transil 75,578 74,122
275,256 180,851
Finished goods 21,849 7,087
297,100 198,048
9. TRADE DEBTS - UNSECURED
Considersd good ¥ 118,260 84,811
Considered dauhiful 17,966 17,966
136,226 112,777
Less: Provision for doubiful debis 17,966 1?:.?@_‘.6
118,260 94.811
10, LOANS AND ADVANCES
Curran portion of long-term staff loans B az0 320
Advances - unsecured, considered good
Employees 23 -
Suppliers 19 670
1,526 910

Letiers of cradit

1,988 1,900




11. TRADE DEPOSITS AND SHORT-TERM PREPAYMENTS

Trade deposits
Eamast monay
Guarantae margin held by bank
Security depasil

Short-1erm prepaymants

12. OTHER RECEIVABLES

Excise duty claim

Sales 1ax adjustable

Profit on PLS accouns
Warehousing surcharge claim
Gratuity fund

Others

Hote

124
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2006 2005
- [Rupeas "000) —

200 1,608

- £

- 29

200 1,728
1,036 618
1,236 2,347
362 a6z
6,959 2,667

- 12

517 517
1,037 2,955
204 6
9,079 6,519

124 Actuarial valuation of the scheme was carried out as of June 30, 2006. The amouni recognised in (he balance sheet

ig-as follows:

A=setf for gratuity arose in the following manner:
Present value of the defined benefit obfigation
Fair value of plan agsets
Deficit / {surplus)

Unrecognised actuarial {gain)

Expense [ (gain) recognised during the year
Current sarvice cost
Imtarest cost
Expectad retum on plan assels
Met actuarial gain recognised
Reversal of amount not recegnised as an assel

Movement in net asset recognised
Opening nat asset
Expense / (gain) recognised during the Year
Contributions to fund made during the yaar
Staft benefits payable adjusimeant
Closing net assel

Actual return on plan assets
Expegied relurn on plan assets
Actuarial loss on plan assels
Actual return on plan assets

2006 2005
—— (Rupees "000) =—=———

9,394 5,562
(7,256) {7,025)
2,143 (1,463)
(3,180} (1.492)
{1,037) {2 955)
640 445
525 349
{703) {BO07)
(71) -
= {835}
391 (B48)
(2,855) (1,807)
391 {548}
- (500}
1,527 b
(1,037) (2,955}
703 BO7
{173) {(311)
230 286

and b iy

e

e e g e AR g———
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The projected unit credit mathed using the following significant assumptions has been used for the valuation of

above mentioned scheme:

Dizcount rate
Expected rate of increase in salaries
Expected return on plan assels

Naote
13. CASH AND BANK BALAMCES
With banks:
Current accounts 134
PLE acoounts 132
Cashin hand

131  Bank balances include cheques In transil amounting to Rs. 36.14 million {2005: 20.846 millicn).

2008
105 per annum
10% per annum
10% per annum

2006

2005

10% per annum
10% per annum
10%: per annum

2005

—=—-- (Rupees "000) —-—

35,963
3,169
39,152
18

39,170

42077

10,625

T B30
318

53,020

13.2 Effective mark-up rate in respect of PLS accounts ranges from 1 1o 4 percent per annum (2005: 2 to 4 percent per

annumy.

14. ISSUED, SUBSCRIBED AND PAID-UP CAPITAL
Fully paid ordinary shares of Rs: 10/- each

Number of shares.
2006 2005

4,080,000 Issued for cash

4,080,000
Issued as fully paid bonus shares

B16,000 . - Opening balance
979,200 818,000 | - lasued during the year
1,785,200 816,000
5,875,200 4,896,000
15. RESERVES

2006 2005
{Rupees "000)
40,800 40,800
8,160 -
9,782 B, 160
17,852 8,160
58,752 48,960

Tha detalled reconciliation of capital and revenue reserves Is disclosed in the statement of changes In equity.

16. LONG-TERM FINANCING — SECURED

This represents a long-tarm lean from a commercizl bank amounting to Rs. 100 million {2005 Rs. 100 million), having
the current maturity of As, 25 million (2005: Nil) to finance the capacity expansion project. The loan s repayable in &

years in 8 hall yearly installments a

nd is subject to mark-up at the rate of six months KIBOR plus 0.75%. The first

installment will be due for repayment in December 2006, The lean is secured by first registared specific hypothecation

charge of Rs. 114 million over plant and machinery of the Company.




17. DEFERRED TAXATION

Tax effect of temporary difteranices resulting from:
fccalerated tax allowante for depreciation
Leased assel
Tax logses
Tax credit for minimum 1ax on turnoyver

18. SHOAT-TERM RU NMING FINANCE - SECURED

Ghilam Farsgme
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2006 2005
-—— (Rupees "000) ——
27,042 5,083
= 43
(19,311) .
(3,978) :
3,753 6,126

This represents utiised portion of running finance faciliies aggregatind Fs. 210 million (2005 As. 110 milion}

antained from various commercial banks. These carry mark-up ranging fram 3 months KIBOR + 0.6% 10 3 monihs
KIBOR & 1% per annum. The tacilities are secured against registered pari passu hypothecation chargs over stocks
and book dabts for As. 310 millign and hypothecatien charge of Rs. 140 million on all present and future plant and

machinery of the Gompany.

Maote

19. TRADE AND OTHER PAYABLES

Craditors

Blils payabla

Acerued iabllities

Srali benefits payable

Unp=id and unclaimed dividend

Warkers' Profits Participation Fund 19.1
Waorkars' Walfare Fund 25

191 Workers' Profils participation Fund

Opening balance
Interest therean

Lass: Paid during 1he year

Contribution for the yaar

20. CONTINGENCIES AND COMMITMENTS

901 Guarantes issued by a commercial bank
op2  Letters of credit issued by commercial banks

ap.3 Dulies payabla on handad stock and siock In transit

2006 2005
——— [Rupees "000) —-—
3,435 4,125
168,425 158,282
5,269 5,141
- 1,527
827 1420
522 2,563
- 868
178,478 183,026
2,563 3,307
, : =X
2,563 3311
2,563 3311
. 522 s 2,563
= B
3,520 3,280
243,975 93,624
25,365 20,551
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Mote 2006 2005
— (Rupees '000) ———--
21. TURNOVER - NET
Turnover = Local a06,138 818,932
Less: Sales tax : 118,867 106,845
787,271 - 712,087
Turmnover — Exgor] 8,313 1,782
795,584 713,869
22, COST OF SALES
Raw materal consumed
Opening stock 51,178 54,840
Purchases 771,537 595,361
822,715 650,201
Closing stock (101,432) (51,178)
- 721,283 T 599,023
Manufaciuring overheads
Salaries, wages and benofits _ 221 13,35{'!1 16,373
Storas, spars parls and loose (ools consumed 3,370 3,529
Fuel and power 2,263 2,259
Packing charges 7170 6,287
Rent, rales and taxes 193 117
Repairs and maintenance 851 5,852
Depreciation 31z&3z2 11,808 5,648
Insurance 2,767 2723
General office expanses 32 21
Vehicle running expenses 580 838
Travelling and conveyance 388 1,170
Communication 192 217
Printing and stationery o4 8BS
Legal and professional charges 1,060 g01
Freight and cartage 66 Ba
Obsolete stock —written off | 148
Others 40 163
49,355 45,520
Cost of goods manufactured 770,638 644,543
Finished goods
Opaning 787 547
Closing : (21,844) (7,187
(14,647) {6.650)
755,991 637,683

991 This includes Hs. 0,488 millon (2005: Rs. 0.371 milion) in respect of provident fund and Rs. 0.313 million [2005:
Rs. (0.410) million] in respect of gratuity fund.
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MNote 2006 2005 '
e {RUpees "000) ——-—
23. DISTRIBUTIOM COST
Salaries, wagas and banafits 231 4,160 B, 765
Travelling and conveyance 306 1,788
Vehicle running expenses 2RT 1,145
Communication 11 346
LHilitlas 4 433
Rant, rates and taxes g a5
Insurance 766 316
Subseription 118 215
Profassional services - 245
Depreciation 312 1,31 1.025
Friight and cartage 5,884 5,042
Repairs and maintenance | Zas
Others 18 169
13,037 19,737
23.1 This includes As. 0.013 millan (2005: Rs. 0.316 miflicn) in respect of provident fund and Rs. Nil [2005: Bs. (0,157}
million] in respect of gratuity fund.
Mote 2008 2005
~—— (Rupees "000) ——
24, ADMINISTRATIVE EXPENSES
Salanies, wages and benalits 24.1 3,454 4,852
Directors’ fea 76 68
Travalling and conveyance &5 61
Vehicle running expenses a7 180
Communication 169 262
Printing and stationary 263 248
Rent, rates and laxes 451 595
Leqgal and professional cherges 809 B56
Insurance 219 208
Subscription 220 217
Advertisoment a1 74
Entartainment - 24
Depraciation 31.2 373 360
Repairs and maintenance 65 74
General office expenses 63 35
Litilities a5 235
Others 29 _ B3
6,558 B304
241 This includes Rs. 0.127 millon (2005: Rs. 0.156 million} In respect of provident fund and Rs. 0.078 million [2005:
Fs. (0.081) millian] in respect of gratuity fund.
MNote 2006 2005
—— (Rupees "000) ——
25, OTHER OPERATING EXPENSES
Auditors' remunnralion 251 512 464
Conations 25.2 1,000 2,700
Warkers' Profits Paricipation Fund 194 522 2,563
Warkers® Welfare Fund 13 = 868

2,034 8,606
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Mote 20086 2005
—— (Rupees "000) -—-

251 Auditors' remuneration

Audit foa 200 150
Tax, corporate and other services 252 265
Out of pockel expanses 60 449

512 464

25.2 Reciplents of donations do not include any donee in which any Director or his spousa had any intarast,

26, OTHER OPERATING INCOME

Raturmn on:
Defence Saving Certificates (DSCs) 4,878 4132
Shart-term bank deposits 128 G06
5,007 4,738
Scrap salas 1,159 1,194
Dividand incomea from a ralatod party 462 493
3ain on disposal of cperating property,
plant and equipmeant 3.1.3 522 1,245
7,150 7670
27. FINANCE COST
Mark-up on:
Long-lerm financing 0,735 588
Lishility against asset subject to finance lease. 3 25
Short-term running finance 4,967 131
14,705 Td4
Guarantes commission 19 49
Bank charges and duties 07 74
Interast on WPPF 19.1 - 4
15,203 1,17
28. TAXATION

Since the Company has taxable lpss for fhe current year, tha minimum tax prevision for current year has been mads
under Section 113 of the ncome Tax Ordinance, 2001. For income covered under final tax regime, taxation is
based on applicable tax rates under such regime. The assessments of the Company for and upto the tax year 2005
have been completad or are considered 1o be deemed assessed.

2006 2005
{(Rupees "000) ~——

28.1 Relationship between tax expense and accounting profit

Profit betore faxation 8,210 47,838
Tax calculated & 35% (2005: 35%) 3.469 16,743
Tax effect of income exempt from tax {(1,707) [1,448)
Effect of applicahility of lower tax rate on cartain incoms (138) (148)
Effect of computational pdjustments (20) (238)
Tax affects of prior period lax adjustiments - 222
Tax expense far the year 1,604 15,133
16% 32%

Effective averages tax rate on accounting profit




29. EARNINGS PER SHARE - BASIC AND DILUTED

Profit after taxation

(Rupees '000)

Waeighted average number of ordinary shares in issus

during tha year

Earnings per share — Basic.and diluted

8,306

5,875,200

Rs. 1.41

Ghulem Farogue
Ciroap

2005

Restated for
the affect of
bonus shares

32,705

5875200

Hs. 5.57

Thera were no outstanding potential shares on June 30, 2006; therefore diluted samings per share |s considared to be squal

to basic eamings per share.

30. FINANCIAL INSTRUMENTS

301 Yield | Mark-up rate risk

The Company's exposure to yield risk and the effective rates on its financial assels and liabilities as of June 30, 2006

are summarised as follows:

2006 2005 :
INTEREST BEARING HON- INTEREST BEAAING HON-
Less than | One to: Total INTEREST Tolal Less than| O o Total INTEREST Totel
ot year |tive years BEARING one year [fiva years| o || BEARING _
——ee————— {Rupsrés '000) —————— {Rupees ‘000) ———————
Financial asseis:
Long-larm invasiments - 31,923 31,923 12,505 44,425 27045 27,045 27,045
Long-larm logns - Ta4 Tad - 744 - 18 Tig Tig
Long-larm deposits - = 176 176 . 2 - 76 Fi]
Trade febis - - = 118,260 118,260 - - 84,811 4511
Leans and advances 420 420 - 420 a20 a4z . azp
Trade depoaits - - - 200 200 - - . 1728 1,728
Othar recaivibion - . - 1,756 1,758 12 . 12 3,478 3,480
Gash abd bark balances 3,169 - 3,169 “36,001 39170 10828 - 10,628 42,995 53,020
3569 32567 36256 168000 205156 104857 27,784 38781 vip4as 181,208
Financlal llabitilies:
Longarm financing 25000 75,000 100,000 - 100,000 106,000 100,000 100,000
Liahifily against 5681
subject to financa leasa - - - ) - 7 114 114 114
Shorl-berm rlnning finonce 110,511 - 110,511 - 110,511 - . 5
Trade pid other payablies . - - 177,856 177,956 180,485 180405
Beorued mark-up 2,820 - 2,620 - 2,820 T To4 - 704
138331 75,000 #3331 177956 391267 Ti@ 100,000 100818 180495 281,313

Effective interest rates for 1he monetary financial assets and liabilities are mentionad In the respective notes 1o the financial

stalemonts.

0.2 Concentration of credit risk

Cradit risk represents the accounting loss thal wou
cortractad. The Company attsmpis to centrol cred
crodlt exposures, limiting transactions with specli

customers,

30.3 Liquidity risk

The GCompany applies prudent risk management policies by maintaining
the balance sheet date, the Company has Unava

committed credit lines. Al
110 millign}.

ld be recognised at the reporting date if countar parties failed 1o partarm as
it risk mseociated wilh the carrying amount of its receivables by monitaring
o custormers and continuing assessment of cradit worthiness of ‘such

sufficient cash and bank balances and by keeping
lled credit facilitiss of As. 83,50 million {2005; Rs.
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30.4 Foreign exchange risk management

Forelan currency rigk arises m_arnry where receivabies and payables exist dus 1o transactions: with foreign suppliers and
customiars. The Company occasionally entars into foreign exchange forward contrasts to minimiss fareign currency risks.

30.5. Falr value of financial instruments

The-carrying values of all financial assats and Habiliigs reflected In the financial statements approximate thair fair values,

31. HEMUNEFIATI.OH OF CHIEF EXECUTIVE, DIRECTOR AND EXECUTIVES

2006 - 2005
Chief Executive  Direclor Executbves’ Chlsl Executhva Diracior Executives/
Key Employees Key Employees
{Rupees "000)
Managarial ramuneration 234 710 2,504 : 3343 5,062
Housing alliewancs . 1,219 759 - 63 1.157
Retirorneat banafile 19 - 281 - 261 508
Hifitss a2 Frg| 169 = 209 137
Lefive tam - - 141 - . 299
285 4 200 3,854 - 4 578 T.453
MNumber  [nole 31,1) b, 1 2 - | 3

311 Mr. Amer Farugque was appointed as Chief Executiva of tha Company on January 04, 2006 on the =ad damize of
Mr. Zahid Farugue. Currently, he is not drawing any remuneration from the Company.

31.2 A Diracter Is provided with the uses of Company maintained car,

31.3  The aggregate amount charged in the financial statements for the year for fee to 9 directors amountad o Hs. 0.076
(2005; 8 directors - Hs. 0,068 million).

2006 2005
{Bags in "000)
32, CAPACITY
Annual installed capacity as ol Junae 30 150,000 100,000
Actual production far the year 92,147 85,020

The Company's production was according to the market demand.

33. TRANSACTIONS WITH RELATED PARTIES

Related paries comprise of group companies, direclors and executives. The Company in the normal course of
business caries out transactions with various related parties. Amounts dug from and fo relaled partias,
contribution to staff banefit funds, remuneration of chiel executive, director and-exzcutives and other transactions
are disciosed in the relevant notes, Other material transaclions with refated parties are given below;

2006 2005
Relationship Mature of transactions {Rupees "'000) -
Group companies Sale of goods 146,656 175,445
Services recoived 4,802 3,739
Software consultancy charpes 1,200 1,200
Insurance premium 2,285 1,639
Dividend recaived 462 493
Dividend paid 2,731 6,142

In addition, certaln actual adminisirative expenses are belng shared amongst the group companias:




CHERAT PAPERSACK LIMITED

34, RECENT ACCOUNTING DEVELOPMENTS

Ghulam Farague
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Following amendments 1o exisiing standards have been pubiished that are mandatory for the Company's

accounting perieds beginning on ar uf!gr January 01, 2006 or later periods:

1AS-18  [Amendments) — Emploves Benefits Effective from January 01, 2005
1AS-38  Financial Instruments: Recagnition Effective from January 01, 2008
and Maasuremant — Fair Valug Option;
Accounting for Finanaial Guarantaes and
Cash Flow Hedge for Forecas! Infra Group
Transagtions )
|AS-1 Prezentation of Financial Stalements Effective from January 01, 2008
Capital Disclosures

Adoption of the above amendments may only impact 1he exlent of disclosures presented in the financiat

statements.

In addition lo above, a new series of standards called “Intemational Financial Reporting Standards (IFRSs)”
have been introduced and seven IFRSs have been Issusd by International Accounting Standards Board (IASB).
Out af these, following four IFRSs have been adopted by the Insiilute of Chartered Accountant of Pakistan
{ICAP). However since these have not been adopted by SECP, therefore, do not farm part of the approved local

financial reporting framewark:

IFRS-2  Share based Paymenis;

IFR5-3  Business Combinations;

IFRS-5 Mon-currenl Assets held for Sale and Discontinued Operations; and
IFRS-8  Exploration for and Evaluation of Mineral Resources,

The Company expects that the adoption of these pronouncements mentioned above will have no significant

impact on the Company's linancial statements in the period of initial application,

35. DATE OF AUTHORISATION

These financial statements were authcrised for issus on September 14, 2006 by the Board of Directors of the

Company.

36. DIVIDEND AND APPROPRIATIONS

Subsequent to ihe year ended June 30, 2006, the Board of Directors has approved | proposed the following in thels

mesling held on Saptember 14, 2006 for approval of the members al the Annual General Mesting:

2006 2008

——— (Rupees 000} ——

Proposed final cash dividend @ Rs. 1.50 per share
(20056 @ Rs. 2/- per shara)

Interim cash dividand Nil
(2005: @ Rs, 2/~ per sharo)

Proposed issue.of bonus-shares Nil
(2005: 20% i.e.1 share for every 5 shares heid)

B,813

37. CORRESPONDING FIGURES

Thera were no material reclassifications that could affect the financial statements materially.

38. GENERAL
Figures have been rounded off 1o the nearest thousand of rupees unless atherwise stated,

’é AR |iiaé:r—;::£

AMER FARUQUE
CHIEF EXECUTIVE b DIRECTOR

9,782
9,782

0,792
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Pattern of Shareholding as at June 30, 2006
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No. of Shareholding
Shareholders o o Shares held Percentage

g2 1 100 4,588 0.08

207 M 500 62,790 1.07

210 501 1,000 167,841 2.88

230 1,001 5,000 507,807 864

46 5,001 10,000 335,689 571

14 10,001 15,000 178,272 3.03

13 15,001 20,000 227.343 3.87

G 20,001 25,000 135,200 2.30

f 25,001 30,000 188,336 3:21

2 30,001 35,000 68,048 1.16

4 35,001 40,000 150,019 2585

1 40,001 45,000 44 064 0.758

1 50,001 55,000 51,408 0.68

1 60,001 65,000 4,108 1.09

1 65,001 70,000 67,324 1.15

Z 70,001 75,000 146,880 2.50

1 75,001 80,000 76,441 1.30

2 80,001 85,000 166,694 2.84

1 85,001 100,000 97,743 1.66

1 110,001 115,000 113,040 1:92

1 190,001 195,000 190,800 3.26

1 205,001 210,000 207,648 3.53

1 255,001 280,000 259.200 4.41

1 275,001 280,000 278,480 4.71

1 325,001 330,000 325,699 5.54

1 345,001 350,000 345,600 588

1 380,001 385,000 382,208 6.51

1 430,001 435,000 432,000 135

1 600,001 605,000 601,920 10.25

B51 5,875,200 100.00

Categories of Shareholders as at June 30, 2006

Categories Mo. of Shareholders Shares held Percentage

Individuals 820 2,755,697 46.90

Financial Instiulions 3 191,616 3.26

Insurance Companies B ' 77,33 13.23

Joint Stock Companies 15 1,746,985 29.73

nvestment Companies 3 394,563 B.72

Others 3 5,508 0.08

851 5,875,200 100.00




Pattern of Shareholdin
Additional Information

g as at June 30, 2006

Shareholders' Category Shares Held
Associated companies

Faruque {Private) Limited 601,220
Cheral Cement Company Limitad 345,600
Mirpurkhas Sugar Milla Limited 258,200
Greaves Pakistan (Private) Limited 432,000
Government Instiutlon

Wational Bank of Pakistan (Trusiee of MNIT) 180,800
Directors and Chief Executive

Mr. Mohammed Faruque 3,600
Mr. Amer Farugue 12,672
Mr. Igbal Farugue 3,600
Mr. Ahmad Farigue 2,808
Mr. Mehmood Farugua 36,504
Mr. Akbarali Pasnani 21,600
Mr. Aslam Farugue 10,080
Mr. Shehryar Fanugue 18,728
Mr. Arif Farugue B4.614
Directors’ and Chief Executive's SpOUSEs

Mrs. Nighat Farugque 64,108
Wio, Mr. Mohammed Farugue
Mrs, Chaman Farugue 28,520
Wia., Mr. Mahmoaod Famugue

Mrs, Sakina Pesnani 272
Wio. Mr. Akbarali Pesnani

Mrs. Amina Faruque 24,480
Wia. Mr. Amer Farugue

Executives

Banks, Dovelopment Finance 1176310
Institutions, Non-banking Finance r

Institutions, Insurance Companias

Modarabas and Mutual Funds

Shareholders holding 10% or

mare vating Interest

Farugue (Private) Limited 601,920

Ghulum Farsque
Group
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17th ANNUAL GENERAL MEETING 2006

Registerad Foliof
Participant’s 1D No, &
Alc:No,

Mo, of Shares held

PROXY FORM

IMPORTANT

Instruments of Proxy will not be considered as
valid unless deposited or received al the
Company's Head Office at Modem Motors
House, Beaumont Road, Karachl-75530
nottater than 48 hours before the time of holding
the meating.

B R I G N B NSRRI e

being a member of CHERAT PAPERSACK LIMITED, herebyappoint. ...

.of cesemzzmnecmnnamennn.@NOther member of the company

as my/our proxy to attend & vote for mefus and on my/our behalf at the 17th Annual General

Meeting of the Company to be held on Friday, October 20, 2006 at 9:30 a.m. and at any adjournment

thereof.

WITNESS ;
{1) Signature
Mame ;
Signature of
Address___ Shareholder

Please affix
five rupees
revenue [——————
stamp

NIC or Passport No.

(2) Signature
Name
Address

NIC or Passport No

Bate e 2006
NOTE : SECP's circular of January 26, 2000 is on the reverse side of this form.
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SECURITIES AND EXCHANGE COMMISSION OF PAKISTAN
STATE LIFE BUILDING, 7-BLUE AREA.

Istamabad, January 26, 2000.

Circular No. 1 of 2000

Sub : GUIDELINES FOR ATTENDING GENERAL MEETINGS AND APPOINTMENT OF PROXIES

The shares of a number of listed companies are now baing maintained as "book eniry security” on the
Central Depository System (CDS) of the Central Depository Company of Pakistan Limited (CDC). It has
come to the notice of the Commission that there is some confusion about the authenticity of relevant
documents in the matter of beneficial owners of the shares registered in the name of CDC for purposes of
attending the general meetings and for verification of instruments of proxies: The issue has been axam-
ined and pending the further instructions to be issued in this regard, the following quidelines far the
convenience of the listed companies and the beneficial owners are laid down :

(1) The company shall obtain list of beneficial owners from the CDC as per regulation # 12.3.5 of the
CDC Regulations.

(2) Incase of individuals, the account holder or sib-account holder and/or the persen whose securi-
lies are in group account and their registration details are up loaded as per the regulations, shall
authenticate his identity by showing his orginal National Identity Card (NIC) or original passport
at the time of attending the meeting.

(3) In case of corporate entity, the Board of Diractors’ resolution /powsr of attorney with specimen
signature of the nominee shall be produced at the time of the mealing.

B. Appointment of Proxies ;

(1) In case of individual, the account holder or sub-account holder and/or the person whose securi-
tizs are in group account and their registration details are uploaded as per the Reguiations, shall
submit the proxy form as per requirement notified by the company.

(2) The proxy form shall be witnessad by two persons whose names, addresses and NIC numbaers
shall be mentioned on the form.

(3} Attested copies of NIC or the passport of the beneficial owners and the proxy shall be furnished
with the proxy form.

(4) The proxy shall produce his original NIC or original passport at the time of the meeling.
(5) In case of corporate entity, the Board of Directors' resolution/power of attorney with specimen

signature shall be submitted alongwith proxy form to the company.

sd.
(M. Javed Panni)
Chief (Coordination)



