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THE NATIONAL SILK & RAYON MILLS LTD.
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Mission Statement

e We Shall provide unparalleled service and best value to our customers through dedicaled, responsive and
cost ctfective supply chain.

» We are committed to provide quality products by strict adherence to international standards and best
practices through technical collaberation with leading global companics in markets we serve.

* Weshall stnive to maximize our sharcholders value through sustained profitable growth.

* W shall enhance existing employee productivity, hire, retain and devclop best talent and provide them
competitive environment to excel and grow.

e We will aggressively focus on increasing our market penctration by exploring new channels.

* We shall continue to set new trends through innovative marketing and manufacturing,
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NOTICE OF MEETING

Notice is hereby given that the 59th Annual Genceral Mcceting of the sharcholders of the National Silk and Rayon

Mills Limited, Faisalabad will be held at Lahore Hotel, Mcleod Road, Lahore on 3 st day of Getober 2009 at 4 p.m.

for the following purposes

Motes:

I

To Confirm the minutes of the last meeting.
o recerve, consider and approve the Audited Accounts of the Company together with the Dircetors and

Auditors report for the year ended June 30, 2009,
To appoint the Auditors for the year 2009-10 till next Annual General Mceeting of the companv and to fix

their remuneration. The present Auditors M/s. Amin Mudassar and company, Chartercd Accountants retire
and being eligible offer themsclves for reappointment
To transect any other ordinary business of the compuny that may be braught forward with the permission of

the chair.
By Order of the Board

(IMRAN ZAFAR)
COMPANY SECRETARY

The share transfer books of the company will remain closed from 23" day of October 2009 to 315t day of

October 2009(both days inclusive) .

Any member of the Company entitled to attend and vote at this Annual General Meeting may appoint
another member as his/her proxy to attend and vote instcad of him/her. The Proxies in order to be effective

must be received by the company not later than 48 hours before the date of mecting,

Those members who have deposited their shares inta Central Depository Company of Pukistan (CDC) are
requested to bring latest statement of account or participation ID number and their account umbers in CDC
along with original Computerized National Identity Card (CNIC) for identification at the time of Annual
Crencral Meeting.

Sharcholders are requested to immediately notify the change in address, if any.
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DIRECTOR’S REPORT

Your Directors take this opportunity to present to you the Annual Report together with audited financial statement of the
vear ended 30th June 2009,

Financial and Appropriations:

The gross lurnover of the company was increased by Rs.69,637,013/-. The company suffercd loss before taxation Rs.637,501/-
(2008 Profit Rs.2,982.383/-) and after taxation Rs.3,590,978/- {2008 Profit R4.8,355,464/-)

Yaar Under Review

The textile industry [or the Tast many vears has been undergoing turmoil due to short fall in cotton production. ¢caonomic
meltdown recession. unstable political and law and order situation in the country. As a result of aforesad factor, a large
number of spinning, weavinge and processing units has been closed down.

During the year under review the sale of the company incrcased by Rs, 69,637,013, This increase eroded by the uncontrolled
prices of imputs i.¢. unprecedented hike in clectricity and sui gas tariff that was faced by the industry. Whereas due to
campelitive situation in the market. We could nol obtained the desired rates of our products, therefore, we remained 10 meet
all overheads. Hence the company has incurred foss after taxation Ks.3,590,978.

Future Prospects

The management is trving their level best for improving the quality of processing of cloth and hopes that refine quality
would feteh better prices of our outputs. Consceguently, the company’s management anticipates better financial results in
respect of the next hinancial year.

Apprecidation

We would like to thank alt of our staff members for the way they have responded to challenges of the year. Their hard work
and commitment 1s greatly appreciated and s reflected in these results,

We are wlso thankful for the encouragement and support which we received from our supphiers, shurcholders, bankers and
financial institutions.

STATEMENT ON CORPORATE AND FINANCIAL REPORTING FRAMWORK

The direclors would hke to u:.‘:mnﬁrniﬁn relation to the financial statements and controls, the following:

¢ The financial statements prepared by the management, present fairly its state of affairs, the results of its
operations, cash flows and changes in equity.

¢ The company has maintained proper books of accounts,

« Approprate accounting policies have been consistently applied.

e International Accounting Standards, as applicable in Pakistan, have bcen followed in preparation of
tinancial statements,

e  The System of internal control is sound in design. The system is being continuously monitored by internal
aucht and through other such momtoring procedure. The process of monitoring internal controls will continue as
an ongaing process with the objective to future strengthen the controls and bring in improvement in the
syslem .

» Fhcre are no doubts upon the Company’s ability to continue as a going concern .

o  There has been no material departure from the best practices of the corporate governance, as listed in the listing
regulations.

« Kcy operation and financial data for last six year in summarized form is anncxcd.

o Information about taxes and levies is given in the notes to the accounts.
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«  None of dircctors of the company are serving on the board of 10 or more listed companics.

*  The company operated an un-funded and unapproved gratuity scheme. The provision was made annually to cover
the obligations under the scheme as at the end of the financial year. The company has adopted the revised TAS 19
and a resuit actuarial valuation has been carricd out. The projected unit credit method has heen used to determine

the actuarial values as specificd by the 1AS 10,
During the year seven (7) mecting of the Board of Directors were held. Attendance by cach Dircctor was as follows:

Sh. Faisal Taubeed Puri
Sh, Kashit Tauheed Part
Mst. Samira Faisal

Mst. Tahira Kashif

Mst. Saima Shahid

Mst, Amna Kamran

Mst Sadia Kamran

th =3 = -] =1 =3 =3

PATTERN OF SHAREHOLDING
The Pattern of sharcholding in prescribed form is annexed.

No share traded by directors, CEQ, CFO, company seeretary and their spouse and minor childeen during the year.

LAHORE Sh. Faisal Tauheed Puri
Ocfober 06,2009 Chief Executive
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STATEMENT OF COMPLIANCE WITH THE CODE
OF CORPORATE GOVERNANCE

This statement is being presented to comply with the Code of Corporate Governance contained in the listing vegulations
of 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 corporate governance.

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

L

!uJ

LA

0.

9,

10.

11.

The Board comprises seven Directors including CEO. The Company ¢ncourages representation of independent
non-exceutive directors and directors representing minority interests on its Board of Directors. Al Present the
Board includes three non-execcutive directors.

The dircetors have confirmed that nonc of them is serving as a dircctors in more than ten listed companics,
including this company

All the directors of the Company are registered as taxpayers and none of them has defaulted in payment of any
loan to a banking company, 4 DFl and NBFI or, being member of a stock cxchange, has been declared a detaulter
by that stock cxchange.

No casual vacancy oceurred in the Board during the carrent year.

The company has preparcd aStatement of Ethics and Business Practiccs’ which has been signed by ali the
directors and employcees of the Company.

The Buard has developed a vision statement, overall cooperate strategy and significant palices of the Company,
A complete record of particulars of significant policies along with the dates on which they were approved or
amended has been maintained.

All the power of the Board have been duly exercised and decisions on material transactions, including appointment
and determination of remuncration and terms and conditions of the employment of the CEO and other exceutive
director. have been taken by the Board.

The meeting of the Board were presided over by the Chairman. The Board met at least onee every quarter. Written
notices of the Board mectings, along with agenda and working papers, were circulated at feast seven days bofore the
mueting. The minutes of the meeting were appropriately recorded and circulated.

Directors are well conversant with the Nsting regulation and legal requirements and as such are fully aware of their
dutics and responsitilities.

The Chief Finuncia! Officer and the Company Secretary were appointed according to the implementation of the
Code of Corporate Governance. Remuneration, terms and cenditions in case of future appointments on these
positions will be approved by the Board, However. the appointment ol head of internal audit and terms and
conditions of this employment have been approved by the Board.

The directors’ report has been prepared in compliance with the requirements of the code and fully deseribes the
salient matters regquired 1o the disclosed.

The financial statements of the Company were duly endorsed by CEQ and CFO betore approval of the Board.

The directors, CEQ and executive do not hold any interest in the shares of the Company other than that disclosed
in the pattern uf sharebolding,

The Company has complicd with all the corporate and financial reporting requirement of the Codc.
The Board has formed an audit committee, It comprises Chairman, 2 Members and a Sccretary,

The Company has complied with approval of transaction with related parties as per Karachi stock cxchange (Guarantee)
limited vide circular KSE / N -269 dated 19 Junuary 2009,




[PUE X Y P S LI

THE NATIONAL SILK & RAYON MILLS LTD.

PR R e

STATEMENT OF COMPLIANCE WITH THE CODE
OF CORPORATE GOVERNANCE

L7, The meeting of the audit committee were held at least once every quarter prior to approval of in term an d final
result 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.

18. The Board has set up an effective internal audit function and personal involved are considered suitably quahficd
and experience for the purpose and are conversant with the palicies and procedures of the Company and they are
mvolved in the internal audit function on a fell time Basis.

9. The statutory auditors of the Company have confirmed that:

d. They have been given a satisfactory rating under the quality control review programme of the Institute of
Chartered Accountants of Pakistan,

b, They any of the partners of the firm, their spouses and minor children do not hold shares of the Company
- and

C. The firm and all its partners are in compliance with Inteenational Federation of Accountants

(I FAC) guidelines on code of cthics as adopted by Institute of Chartered Accountants of Pakistan.

20, The statutory auditors or the persons associated with them have not been appointed to provide other services
except in accordance with the listing regulations and the auditors have confirmed that they have obscerved TFAC
guidelines in this regard,

21, We confirm that all other material principal contained in the code have been complied wilh.

LAHORE | Sh. Faisal Tauheed Puri
Octlober 06, 2009 Chief Executive
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REVIEW REPORT TO THE MEMBERS ON STATEMENT OF
COMPLIANCE WITH BEST PRACTICES OF CODE OF y
CORPORATE GOVERNANCE MR R
We have reviewed the statement of Compliance with the best practices contained in the Code of Corporate governance

prepared by the Board of Directors of The national Silk & Rayon Mills Limited (" The Company™) t0 comply with
the Listing Regulations of the Lahore and Karachi Stock Exchanges 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 responsibility is 1o review. to the extent where such compliance ¢an 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 inquirics of the
Company Personnel and review ot carnous documents prepared by the Company to comply with the Code.

As pan of our audit of financial statements we are required to obtain an understanding of the accounting anc
internal control svstem sufficient to plan the audit and develop an effective audit approach. We are not required
o consider whether the Board’s stalement on internal control covers all risks and controls. or to from an opinion
an the eifectiveness of such internal controls, the company’s corporate governance procedures and risks.

Further. Sub-Regulation {xi) of Listing Regulations 37 notified by the Karachi Stock Exchange (Guarantee)
Limited vide circular KSE/N-269 dated 19 January 2009 requires the Company to place before the board of
directors for their consideration and approval related party transactions distinguishing between transactions
carried out on terms equivalent to those that prevail in arm’s length transactions and transactions which are
not exccuted at arm's length price recording proper justification for using such alternate pricing mechanism,
Further. all such transactions are also required to be separately placed before the audit commiitec. We are only
required and have ensured compliance of requirement to the extent of approval of related party transactions by the
board of directors and placement of such transactions before the audit committee. We have not carried out any
procedures to determine whether the related party transactions were undertaken at arm’s length price or not.

Based on our review, nothing has come to our attention which causes us 1o believe that the Statement of
Compliance does not appropriately reflected the Company's compliance, in all material respect. with the best
practices contained in the Code of Corporate Goavernance.

LAHORE {Amin, Mudassar & Co}
Ociober 06,2009 Chartered Accountants
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AUDITORS’ REPORT TO THE MEMBERS

We have audited the annexed balance sheet of The National Silk & Rayon Miils Limited 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 obtained all the information
and explanations which, to the best of our knowledge and belief, were necessary for the purposes of our audit.

[t 15 the responsibility of the company’s management to establish and maintain a system of internal control, and
prepare and present the above said statements in conformity with the approved accounting standards and the
requirements of the companies Ordinance, 1984. Our responsibility is to express an opinion on these statements
based on our audit,

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

(a) m our opinion, proper books of accounts have been kept by the company as required by the companies Ordinance,
|984;

(b) in our opinion:

(i) The balance sheet and profit and loss account, together with the notes thereon, have been brawn up in
conformity with the Companies Ordinance, 1984, and are in agreement with the books of accounts and are
further in accountsand are further in accordance with accounting polices consistently applied:;

(i) the expenditure incurred during the year was for the purpose of the company’'s business: and

(iiy  the business conducted, investments made and the expenditure incurred during the year were in accordance
with the objects of the company:

(c) [n ourapinion and to 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 thercof,
conform with approved accounting standards as applicable in Pakistan, and, give the infonmation 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, its cash flows and changes in equity for the year then ended: and

(d) In our opinion, no Zakat was deductible at source under the Zakat and Ushr Ordinance. 1980.

LAHORE (Amin, Mudassar & Co)

October 06,2009 10 Chartered Accountants
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SUMMARY OF LAST SIX YEARS FINANCIAL RESULTS

Description 2009 2008
Trading Resulfs

Tunover

Gross Profit 18,803,528 20,504,013

3,104,406 9,126,498
(657,861) 2,982,383
3,590,978 8,355,464

Operating Profit {Loss)
Profit/{Loss) before tuxation

Profit/{Loss) after taxation

Balance Sheet

Shareholders equuty 11,108,410 11,109410

Unappropriated profiti{Loss) 9,448,630 13,039,608

Tangible fixed assets 157,174,923 171,671,822

Significant Ratios

Gross Profit Se 4.81 0.38
Current Ratho 1.21 0.90
Earning per share 32 7572

20067

11,109,410
4,684,144
149,480,203

11

20046 2005 2004 2003

390,774,463 321,137,450 303,087,989 278,335,900 237,024,849 209,339,996 189,085,432
23477175
8,274,297

594,245
1,279,459

23421,113 27,745,379 25,402,143 23,181,318
5,073,887 11,121,698 8,329,548 8,789,737
639,825 6,261,763 6,744,908 5,116,669

(2,517,526) 2,543,021 2,479,149 3.296,677
11,J09,410 11,109,410 11,109,410 11,109,410
3404685 7,033,152 5,823,269 3,344,120

138,517.937 127,262,171 105,708,942 99,615,839

9.52 11,71 12.13 12.26
0.82 1.02 0.93 1.12
(2.27) 2.29 2.23 2.07
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EQUITY AND LIABILITIES

SHARE CAPITAL AND RESERVES
Authorised capital

Issved. subscribed and paid-up capital
Revenue reserves

SURPLUS ON REVALUATION OF
FIXED ASSETS

NON CURRENT LIABILITIES

Long lerm loans
Liabilities against assets
subject to inance lease
Deferred habilities
Deterred income

CURRENT LIABILITIES

Trade and other pavables

Avcrued interest and mark up

Short term finances- Secured

Current portion ot finance lcase liability
taxation

CONTINGENCIES AND COMMITMENTS

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

LAHORE
Oclober 06,2009
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Nofe

0

e

10}
11
12
13
14

15

2009
RUPEES

14,000,000

11,109,410
9,448.63(})

20,558,044}

49 379,091

92,088,707

3.593.059
0,259,400
542,893

102,484,659

53,732 908
223,659

4.615.835

BALANCE SHEET

2008
RUPEES

14,000,000

11,109.410
13,039,608

24,149,018

46 379,119 |

79,2471 524

7,386,881
2,574,404
| 197,792

i), 400,600 ]

68,752,434

967,029
27.0896,288
12,191,240

58,572,402

230,994,192

{(09.0{6,997]

272,935,701




e R

THE NATIONAL SILK & RAYON MILLS LTD.

TN PR L BT TN L

AS AT JUNE 30, 2009

2009 2008
NON CURRENT ASSETS Nole RUPEES RUPEES
Property, plant and equipment | & 157,174,921 71,671,822
long 1erm deposits L7 2,973,221 2973 221
160,148,142 174,645,043
CURRENT ASSETS

Storgs, spares and loose tools 18 229,398 360,927
Stock in frade 19 23 803,495 20 364,471
Trade debts 2() 23,340,282 27377114
Loans and advances 21 2,771,916 5.929.568

Trude deposits, short term prepayments and current
account balances with statutory authornties 22 13,442,006 16,794,046
Acerued interest 0,226 4 438
Due from Government departments 23 5,355,497 6,128,140
Cash and bank balances 24 1,894,230 8331954
70,846,050 08.29(3,658
230,894,192 272,935,701

Sh. Faisal Tauheed Puri

Sh. Kashif Tauheed Puri

Chief Executive Director

13



THE NATIONAL SILK & RAYON MILLS LTD.

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2009

Sales
Cost of sales

Gross profit

Distribution costs
Admimistrative expenses
Other operating expenscs

Other operating income

Finance costs

{Loss} / Profit before taxation
Taxation:

Current;

For the yvcar

Deferrcd

fLoss)/ Prafit after taxation

{Loss)/ Earning per share- Basic and Diluted

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

$h. Faisal Tauheed Puri
Chief Executive
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Nofe

25
26

27
28
Z2Y

30

31

14
8.2

2009
RUPEES

391,774,463
371,970,935

18,803,528

836,223

16,146,831

4,348,370

21,331,424

(2,527,890)

5,632,302

3,104,406
3.762.267

(657,861}

201,536
2,731,581

2,933,117

(3,590,978)

(3.23)

2008
RUPEES

321,137,450
300,632,837

20,504,613

106,040
14,875,100
150,968

13,228,108

3,276,505

3,840 943
9,126,498

6,144.115
2982383

1,617,287
(0,990,368)

(5.373.081}

8,355,464

s

Sh. Kashif Tauheed Puri
Director
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CASH FLOW STATEMENT -
FOR THE YEAR ENDED JUNE 30, 2009

NOTE  upees s

CASH FLOW FROM OPERATING ACTIVITIES
Cash Generated from Operations 20,984 358 5,925,195
Taxes Paid (1,774,739) (1,053,071)
Finance cost paid (4,505,637} (6.0090,415)
Graturty paid (1,590,965) (032,011)

Net cash flow from operating activities 13,113,017 {1.852,903)
CASH FLOW FROM INVESTING ACTIVITIES
Fixed capital expendature (12,914,989) (34,387.607)
Capital work 1n progress (117,915) (2,084,339
[Long term deposils - 617,830)
Salc proceeds of fixed assets 18,100,000 134,913,000

Net cash flow from investing activities 5,067,096 (20,951,116)
CASH FLOW FROM FINANCING ACTIVITIES
Fong term loans 12,847,183 34,300,082
Nividend pard (103) (420))
Repayment of lcase finance liablities (11,368,627} {11,450,340)
Net cash Mow from financing activities 1,478,451 22 849322
Net decrease in cash and cash equivalents 19,658,364 45 3013
Cash and cash equivalents at the beginning of the year (17,764,334} (17,809,637)
Cash and cash equivalents at the end of the year B 1,894,230 (17,764,334}

The anncxed notes form an integral part of these financial statements,

Sh. Faisal Tauheed Puri Sh. Kashif Tauheed Puri

Chief Executive 15 Director
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NOTES TO THE CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2009

2009 2008
Rupees Rupees
A- CASH GENERATED FROM OPERATIONS
(Loss) / Profit before taxation (657,801} 2.982.383
Adjustment of non cash and other item:
Provision for gratuity 2.544 380 I.885,882
Depreaation 13,490,352 11,238,020
Profit on disposal of fixed assets (4,066,548 (2.307.014)
Profit on salc and lease back {654,899 {654.899)
Provision for Workers' Profit Participation Fund - 156,968
Finance cost 3,762,267 6,144,115
15,081,552 10,403,072
Cash flow before working capital changes 14,423,691 19,385,455
EFFECT ON CASH FLOW OF WORKING CAPITAL CHANGES
(Increase)/Decrease in current assets
Stores, spares and loose tools 131,529 15,530
Stocks in trade 3,560,976 (11,531,859)
Trade debt 4.036,832 (3.041,686)
Loan and advances 6,157,652 (6,071,404)
Trade deposit and short term prepayments 4,925,243 (11.240.927)
Duc from Government 772,643 (1,727,552)
Accrued interest {4,788) 9,326
Increase/{Decrease) in current liabilities
Tradc and other payables {(13,019,420) 20,128,312
$,360,607 (13,400,200)
20,984,358 3,925,195
B- CASH AND CASH EQUIVALENTS
Cash and bank balanccs 24 1,894 23(} 0,331,954
Short term finances 12 (27.096,288)
1,894,230 (17,764,334)

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

Sh. Faisal Tauheed Puri
Chief Executive

Sh. Kashif Tauheed Puri

16 Director
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2009

SHARE UNAPPROPRIATED TOTAL
CAPITAL PROFIT
R u p e e

Balance as at June 30,2007 11,109,410 4,684,144 15,793,354
Profit for the year 8,355,464 8,355.464
Balance as gt June 30,2008 11,109,410 13,039,608 24 149018
Loss for the year - (3,5390,978) (3.390,978)
Balonce as at June 30, 2009 11,109,410 9,448,630 201,558,040

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

Sh. Faisal Tauheed Puri
Chief Executive

17

Sh. Kashif Tauheed Puri

Director



[ T L RET] ERCEE

THE NATIONAL SILK & RAYON MILLS LTD.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2009

1.  STATUS AND NATURE OF BUSINESS
The Company is a Public Limited Cempany, incorporated under the Companies Act, 1913
(Now Companies \Qrdinance, 1984). The Comipany 1s quoted on Lahore and Karach: stock exchanges. The
principal activity of the company i1s dyeing, bleaching, finishing and embroidery of fabrics
2. STATEMENT OF COMPLIANCE AND SIGNIFICANT ACCOUNTING POLICIES
2.1 STATEMENT OF COMPLIANCE
These Mnancial statements have been prepared in accordance with approved accounting standards as applicable
in Pakistan, Approved accounting standards comprise of such International Fmancial Reporting Standards
([I'R%) issued by the International Accounting Standards Board as are notified under the Companies Ordinance,
1984, provisions of and directives issued under the Companies Ordinance, 1984. In case requirements differ .
the provisions or directives of the Companies Ordinance , 1984 shall prevail.
Accounliing standards not yet effective
The foltowing revised standards and interpretations with respect to approved accounting slandards as appiicable
in Pakistan would be effective from the dates mentioned below against the respective standards or interpretations.
Standard or interpreiation Effective dﬂf&f accounting periods
beginning on or after}
TAS | -Presentation of Financial Statements (Revised) January 1, 2009
[AS 23 -Borrowing Costs (Revised) Januvary 1, 2009
IAS 27 -Consoclidated and Separate Financial Statements (Revised) January 1. 2005
1AS 32 --Financial Instruments: (Amended) January 1. 2009
1AS 39 -Financial Instruments; Recognition and Measurement (Amended) January §. 2009
IFRS 2 -Share-based Payments Janvary 1, 2009
[FRS 3 -Business Combinations (Revised) July 1. 2009
[FES 8 -Operating Segments January 1. 2009
IFRIC 15 -Agrieemernt for the Construction of Real Estate January |, 2009
IFRIC 16 -Hedge of Net Investment in a Foreign Operation (ctober 1, 2008
IFRIC 17  -Distribution of Non-Cash Assets to Owners | July 1, 2009
IFRIC B8 Transfer of Assets from Costomers July 1, 2000

The Company expects that the adoption of the above standards and interpretations will have no material impact on
the Company's financial statements in the period of initial application other than certain changes and’ or enhancements
in presentation and disclosures of financial statements.

ADOPTION OF NEW ACCOUNTING STANDARDS

The company has adopted the following new and amended IFRS and [FRIC interpretations as of July 01.2008:

IFRS 7 Financial Instruments: Disclosure

IFRIC 12 Service concession arrangements

IFRIC I3 Customer loyalty programs: and

[FRIC 14 [AS- 19 The limit on defined benefit assets, minimum funding requirement and their interactions.

Adoption of these standards and interpretations did not have any material effect on the financial statements ot the company
excent for certain additional disclosures in respect of IFRS 7 included in the relevant notes to the financial statements,

2.2

SIGNIFICANT ACCOUNTING POLICIES

2.2.1 Basis of Preparation

These financial statements have been prepared under the historical cost convention, except as disclosed
tn the accounting policies below.
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Significant Accounting Estimates and Judgments

The preparation of financial statements in conformity with approved accounting standards requires the
use of certain critical accounting estimates. [t also requires management 1o exercise its judgment in the
process of applying the company’s accounting policies. Estimates and judgment are continually
evaluated and are based on historical experience, including expectations of future events that are
believed 1o he reasgnable under the circumstances. The areas involving a higher degree of judgment or
complexily or areas where assumptions and estimates are significant to the financial statemoents are as
follonws:

a)  Staff retirement benefits;
b} Taxation; and
¢y Useful life of depreciable assets and provision for impairment there against.

Staff Retirement Benefits

The Company operates an unfunded Gratuity Scheme covering all the Employees of the Company
with qualifying service period of six months. Provision is made annually on the basis of actuarial
valuation which is charged to income currently. The most recent actuarial valuation was carried out as
at June 30. 2008 using the Projected Unit Credit Method. Actuarial gains and losses are recognized
in accordance with the recommendations of the actuary.

2009 2008
Principal Actuarial Assumptions
fxpected rate of eligible salary increase in future years 1% per annum 1% per annum
[iscount Rate 2% per annum 1 2% par annum
Averaze expected remaining working life time of employees |2 years 12 years
Taxation
Current

Company's export sales fall under presumptive 1ax regime under Section 154 of the Income Tax
Ordinance. 2001, Charge for current taxation other than export 1s based on taxable income at the
current rates of taxation after taking into account tax credits, brought forward losscs. accelerated
depreciation allowances and any minimum limits imposed by the taxation laws.

Deferred
The company accounts for deferred taxation using the liability method on all timing differences which
are considered reversible in the foreseeable future.

Deferred tax assets are recognized 10 the extent that it is probable that future taxable profits will be
available against which the temporary differences can be utilized.

Noferred tax is calculated at the rates expected to apply to the period when the related temporary
Jifferences reverse. based on tax rates that have been enacted or substantially enacted by the balance
sheet date.

Foreign Currency Transiations

Farcign Currency Transactions are translated into Pak Rupees using the ¢xchange rates prevailing at
the dates of the transactions. All monetary assets and habilities in foreign currencies are translaled in
to Pak Rupees at the rates of exchange prevailing at the balance sheet date. Foreign cxchange gains
and losses on translation are included in income currently.

Borrowing Cosf

Borrowing costs directly attributable to the acquisition. construction or production of qualitying assets,
which are assets that necessarily take a substantial peried of time to pet ready for their intended use
or sale, are added to the cost of those asscts, until such time as the assets are substantially ready for
(heir intended use or sale. All other borrowing costs are charged to income in the period of incurrence.
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Property, Plant and Equipment and Depreciation

Operating fixed assets are stated at cost less accumuliated depreciation except freehold land and
capital work-in-progress, Freehold land is stated at revalued amount and capital work-in-progress is
stated at cost consisting of expenditure incurred in respect of fixed assets in the course of their
construction and instaltation. Cost of certain plant and machinery consists of historical cost and
exchange fluctuations on foreign currency loans utilized for acquisition thereof. Borrowing costs
pertaining to erection / construction period are capitalized as part of the historical cosl.

L i

Depreciation is charged to income applying reducimg balance method to write-off the cost,
capitalized exchange fluctuations and borrowing costs over estimated remaining useful life of
assets. The useful life and depreciation method are reviewed periodically to ensure that the method
and period of depreciation are consistent with the expected pattern of economic benefits from items
of fixed assets. Rates of depreciation are stated in (note 16).

Depreciation on additions is charged from the month the asset is available for use while no depreciation
is charged in the month in which the asset is disposed off.

The company assesses at each balance sheet date whether there is any indication that property. plant
and equipment may be impaired. If such indication exists, the carrying amounis ot such assets are
reviewed to assess whether they are recorded in excess of their recoverable amount. Where carrying
values exceed the respective recoverable amount, assets are written down to their recoverable amounts
and the resulting impairment loss is recognized in imcome currently. The recoverable amount is the
higher of an assets' fair value less costs to sell and value in use. Where an impairment loss is
recognized, the depreciation charge is adjusted in the future periods to aliccate the assels' revised
carrylng amount over its estimated useful life.

Gains/losses on disposal of fixed assets are taken to Profit and Loss Account.

Minor repairs and maintenance are charged to income. as and when incurred. Major renewals and
replacements are capitalized and the assets so replaced, if any, other than those kept as stand by. are
rctired.

Assels Subject to Finance Legse

These are stated at the lower of present value of minimum lease payments under the lease agreements
and the fair value of the assets. The related obligation of lease are accounted for as liabilities.
Financial charges are allocated to accounting periods in a manner so as to provide a
constant periodic rate of financial cost on te remaining balance of principal liability for each period.

Depreciation is charged at the rates stated in (note 16) applying reducing balance method to writc-off
the cost of the asset aver its estimated remaining useful life.

Financial charges and depreciation on leased assets are charged to income currently.

Capital Work in Progress
Capital work in progress is stated at cost less any identified impairment loss,

Ltong Term Deposits and Loans.
These are stated at cost.

Stores , Spares and Lloose Tools
These are valued at moving average cost. Stores-in-transit are valued at cost accumulated to the
balance sheet date.

Stocks-in-Trade

These are valued as follows:

Raw materials:

Dyes, Chemicals and Packing Material At Weighted Average Cost,
Chemicals and Dyes in Process At Weighted Average Cost.
Finished goods At Lower of Cost and net Realizable Value.

Cost in relation to work-in-process and finished goods represents the annual average manufacturing
cost which consists of prime cost and appropriate production overheads.

Net realizable value signifies the selling price in the ordinary course of business less cost necessary
to be incurred to effect such sales.

Revenue Recognition:

Local sales are recorded when goods are delivered to customers and invoices rajsed.

Export sales are booked on shipment basis.

Processing charges are recorded when goods are delivered to customers and invoices raised.
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Trade Debtors

Trade debts originated by the company are recognized and carried at original invoice amount less any
allowance for any uncollectible amounts. Known bad debts, if any, are written-off and provision is
made against debts considered doubtful.

Cash and Cash Equivalent

Cash and cash equivalent consist of cash in hand and balances with banks. Cash and cash cquivalent
inchuded in cash flow statement comprise of cash in hand, demand deposits, other short term highly
liquid investments that are readily convertible to known amounts of cash and which are subject to an
insignificant risk of change in value and short term running finances under mark up arrangements.

Financial Instrumentis

Recognition and Measurementis

All financial assets and liabilities are recognized at cost when the company becomes a party o the
contractual provisions of the instrument. Any gain or loss on subsequent re-measurement to fair value
of financial assets and financial liability is taken to profit and loss account on occurrence.

Ofi-setting of Financial Assets and Financial Liabilities

A financial asset and financia! liability is offset against each other and the net amount is reported In the
balance sheet if the company has a legally enforceable right to set off the recognized amount and
intends either to settle on net basis or realize the assets and settle the liability simultaneously.
impairment

The carrying amounts of the conpany's assets are reviewed at each balance sheet date to determine
whether there is any indication of impairment. If any such indication exists, the asset's recoverable
amount is estimated and impairment losses are recognized in the profit and loss account .

Trade and Ciher Payables

[ iabilities for trade creditors and other amounts payable are carried at cost which is the fair value of

the consideration to be paid in the future for goods and services received, whether or not billed 10 the
company.

Provisions

A provision is recognized in the balance sheet when the company has a legal or constructive obligation
as a result of past event: it is probable that an outflow of ¢économic resources embodying economic
benefits will be required to settle the obligation and a rcliable estimate can be made of the amount
of obligation.

Dividends

Pividend distribution to company's sharcholders is recognized as a liability in the period i which
dividend is approved by the Company's shareholders.

Confingencies and Commifments

Capital commitments and contingencies, unless those are actual liabilities, are not incorporated in the
financial statements.

2009 2008
Rupees Rupees
3 AUTHORIZED SHARE CAPITAL
1.000.000 A - Class Ordinary shares of Rs. 10/- each, 10,300,000 1 0.0G0,000
400.000 1 - Class Ordinary shares of Rs. 10/- each. 4,000.000 4.000.000
14,000,000 14 .000.000
4 ISSUED, SUBSCRIBED & PAID-UP CAPITAL
issued for Cash
609.034 A - Class Ordinary Shares of Rs. 10. each 6,090,340 6,090,340
320,100 B - Class Ordinary Shares of Rs. 10. each 3.207,000 3,201,000
9,291,340 G.291.340
Issued ¢s Bonus Shares
181.807 Ordinary Shares of Rs. 10. each 1,818,070 1.818,070
11,109.410 11,109,410

21




3

0.1

8

ERE B - PR TR

g e TR PHECE D

SURPLUS ON REVALUATION OF FIXED ASSETS

The Company has revalued its freehold Land during the year 2000. The revaluation exercise was carried-out by
M:s Igbal Malik and company, Surveyors-Assessors Consultants, Multan resulting in surplus of Rs.46.379,091
over book value. This has been credited to surplus on revaluation of fixed assets. The surplus on revaluation is
not available for appropriation under the requirement of Section 235 of the Companies Ordinance 1984, except
and to extent actually realized on disposal of the assets which are revalued.

LONG TERM LOANS-Unsecured
These loans are interest fiee and their repayment schedules have not yet been finalised, but they are not payable

THE NATIONAL SILK & RAYON MILLS LTD.

within next twelve months.,

Note 200% 2008
Rupees Rupees
From related parties
Directors and associales 6.1 02.088.707 70,241,524
02,088.707 70.241.524
LOAN FROM DIRECTORS AND ASSOCIATES
Balance as at July 01, 79,241 524 44.941.442
Add: Received during the year 12,847,183 34,300,082
G2.088,707 79,241,524
Less: Repaid during the year - -
02,088,707 70.241.524

LIABILITIES AGAINST ASSETS SUBJECT TO FINANCE LEASE

The reconciliation between gross minimum lease payments, future financial charges and present value of
nmnibmum lease payments is as follows:

Not later than Laterdhanione 2009 2008
one year year butnof later Rupees Rupees
: than Five vears pees pEes
(ross Minimum Lease Payments 5,299,311 3,765,656 9.064.967  21.990,003
Less: Financial charges allocated to future years 683.476 171,997 835,473 2.411,882
Present Value of Minimum Lease Payments 46158335 3.593 659 8.209.494 19,578,121

The Company has lease finance facilines with Askari Leasing Limited and The Bank of Punjab to
acquire plant & machinery & vehicles. These are secured against charge over plant and machinery and personal
guarantee of Directors. These are repayable in 36 equa! monthly installments, The markup charged thereon
ranges from 12% to 18.96% per annum.(2008: {2% to 18.96%) The company intends to exercise its option to
nurchase the leased assets upon completion of respective lease terms, The leased vehicles are registered in the
name of Leasing company and on the exercise of option of purchase, title of these vehicles will be transferred
in the name of company

Nofe 2009 2008
Rupees Rupees
DEFERRED LIABILITIES
Provision for Staff Gratuity 8.1 5,384,786 4,431,371
Deferred Taxation 8.2 874614 (1.856,967)
6,259,400 2.574.404
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MNote

STAFF GRATUITY - Defined benefits plan
The amount recognized in the balance sheet on this account

as per [AS 19 4s:
Present Value of defined benefit obligation
Less: Actuarial gain/(losses) not yet recognized

Movement in Present value of Defined Benefit Ohiigatiun

Present Value of Defined Benefit Obligations as on July Q1,
Add: expense recognized during the year

Less: Benefits paid during the year

Actuarial (Gamns)/ Losses recognized durmg the year

Present Value ot Detined Benetit Obligations as on June 30,

Charge to Profit and Loss Account for the vear is as follows:
Current service cost
Interest cost

Acturial (gawns) loss charge

DEFERRED TAXATION
Deferred credits arising due (o:

Accelerated tax depreciation

Excess of accounting book value of leased assets
over liabilities

Deferred debits arising in respect of staff gratuity

Detferred debits aristng on brought forward losses

Balance as ar july 01,

Add: charge tor the year

DEFERRED INCOME

2009
Rupees

4,451,371
053415

5,384,786

4,431,371
2,544 380
6,975,751

(1,590,965}
5,384,780

5,384,786

1,674,139
756974
113,267

2,544,380

]

16,420,064

3,272,017
{1.884,675)
(16,932.792)

874.614

(1.856,967)
2,731,581

874,614

542,893

2008
Rupees

6.308.115
(1.876,744)

4.451,37!1

3,234,608
|.885,882
5,1200.490

{(632.60!01)

4.487.879
(56.508)

4431371

1.594.767
291,115

|.885,882

——— e e e

8.280.803

4.811,344
(1.550,980)
(13,704.336)

(1.856,967)

5.133.401
(6.990.368)

(1.856.967)

L 197,792

This represents profit on sale and lease back transactions executed with financial institutions for plant and
machinery items amounting Rs, Nil1(2008: Rs. 1852,691) It is amortized over the lease term of the asset.

Note

Opening balance
Add: Addition during the year

less: Transterred to other income

23

2009
Rupees

1,197,792

-r

1,197,792
(654,899)

542,893

2008
Rupees

224015
1,628,670

1,852,691
(654,899)

1,197,792
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2009 2008
Note
Rupees RUpees
TRADE AND QOTHER PAYABLES
Sundry Creditors 27.636,739 22995816
Accrued Expenses 17.455,050 14.025.617
Advance from Customers 5,050,682 4673 148
Unclaimed and Unpaid dividend 418,957 419,063
Letter of Credit Payable 3,151,188 26,434 987
lincome tax withheld 20,262 46,535
Workers' (Profit} Participation Fund 10.} -- 156,968-
53,732,908 68.752.434
WORKERS' (PROFIT) PARTICIPATION FUND
Balance as at July 01, 156,968 31,276
Interest charged for period 16,482 3.284
173,450 34,560
Less: Payments during the Year 173,450 34,560
Allocation for the vear - 156.968
- 156,968
ACCRUED INTEREST AND MARK UP
Mark up on short term finances- Secured 113,959 863.185
Lease finance charges- Secured 109,700 103,844
423,659 967,029
SHORT TERM FINANCES -Secured
Running Finance 2.1 - 19 798 575
Cash Finance 2.2 - 7,297,713
- 27.096,283

This facility has been obtained from National Bank of Pakistan with sanctioned limit of Rs.22.00 Million
( 2008: Rs.22.00 million) for working capital. This is secured against hypothecation charge over Company's
present and future current assets, mortgage charge over fixed assets and personal guarantees of all directors.
This carrics markup @& 3 months KIBOR(Ask) ratc+3.75% per annum (2008:@ 12 month KIBOR (Ask)
rate + L.5% per annum) payable on quarterly basis. Principal has been paid during the year

This facihty has been obtained from The Bank of Punjab with sanctioned limit of Rs.8.00 Milkon
(2008:Rs.8.00t million) for working capital. This is sccured against hypothecation charge over Company's
present and tuture current assets, martgage charge over fixed assets and personal properties of two directors
and personal guarantees of all directors. This carries markup @ 3 month KIBOR({Avg} + 325 bps with [loor of
10% per annum (2008:@ 3 month KIBOR + 325 bps with floor of 10% per annum) payable on quarterly basis.
The principal has been repaid during the vear.

The facilities for opening letters of credit and export bills negotiation as at June 30. 2009 amounted to
Rs.50.00 Million (2008: Rs.50.00 Million) of which the amount under utilized at ycar end was Rs.8.05 Million
(2008: over utilised Rs. 1.977 Million)
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14.3

15.1

15.2

CURRENT PORTION OF LEASE LIABILITY

Pavable within next twelve months

Overduce principal

TAXATION
Balance as at bst July,
Less: Adjusted during the year

Add: Provision for the Tax Year

l.ess: Tav deducted at source / advance tax

2009

Note Rupees

3,793,219
822.616

4.615,835

-

201.536
201,536
(201,536)

2008
Rupees

12,191,240

12,191,240

—

1,617.287

1,617,287
(1.617,287)

lncome tax assessments of the company have been finalized up to the tax year 2008. On the basis of retumn
filed tor the tax year 2008 the loss of Rs. 18,161,746 was determined.

Provision for the current year represents tax on income chargeable under the final tax regime; (2008 In View

of available tax losscss, the preceding year’s tax provision represented minimum tax on turnover due under

section 113 of the income Tax Ordinance, 2001}

No numeric tax rate reconciliation is presented in these financial statements as the company is not hable to

pay normal tax due to available tax losscs.

CONTINGENCIES AND COMMITMENTS

Conlingencies

Counter guaranices by the bank in respect of guarantees issucd in the normal course ot business for sum ol

Rs. 15.00 million (2008: Rs.15.00 mllion).
Commitments

Commitmuuls in respect of letters of credit tor capital expenditures were amounting Rs.6.659 million

(2008: Rs.0.24 mitlion)

Commitments in respect of letters of credit other than for capital expenditures were amounting

Rs.11.165 million (2008: Rs.23.25 million)

25



FIWL S e -

THE NATIONAL SILK & RAYON MILLS LTD.

-l

Bl =ty 5

16  PROPERTY, PLANT AND EQUIPMENT

OWNMNED LEASED
Land-freahold Ruflding-on freehoid lond plant | FiPeline Furniture CAPITAL WORK
Dascription and and Office ond | venicies | Jot | Plantand [ es Total | N PROGRESS | Grand
Revoiucton eleclric |equipments Owned |machinery leased| Plani ond Tohad
Cost surplus Sub Tolal | Factory |Residentiall Sub Totol |machinery fftings Fixtures machinery
Cosf Amount In Rupecs
Ralanee as at
Gl Ty 2007 220,19 D3NN AUSU0000 16220 44 |DIRES 16325037 TI9298R82 6,767,253 1,743,360 TISI00 5205 3400 199778257 30 852,50 |, 208,000 41,000,514} A0 KIN TS
Additions - 142105 - 1142 15 FLE3300  atih 500 1004, 0] A200 1A2000 133087 T EVAIN0 TRTAOMY 21,337,507 LL,.,_E,#.E
Transier - - . - . . 5B . . . 2337000 : : . {19,362 b6%) 6,116,252
Disposal . : s . : . (I15,159.327) - : -(1.226,726) { 16,386,033} (6,502,500) - (6,502,530} - (22.888.353)
Balance as at 220000 49370001  4D600000 17.362,252 104885  17.467.040 140,549,174 7,673,833 1,647,864 753,500 5390710 224282311 41,225,000 1,208,000 42,433,600 2.084 3309 268.799 650
30 June 2608
Balance as at
July 2008 220000 4937900 40600000 17,362,252 104888 17467140 141,549,174 7,673,833 1B47RG4 753,500 5,390,710 224282311 41,225,000 1,208,000 42433000 2,084,330  268.799.650
Additions : : - - - . 14073193 . 144,050 : 15017243 - - . 117s1s 15235158
Transfer ; : . : - - 16,120,000 . - _ 1,208,000 17,328,000 (16,120,000y(1.208.000)(17,328,000) (2.202.254)  (2,202,254)
Disposals . . - - - - (25968,414) - - - (2,208 480) (28,176,894 - - - (28.176,894)
Balance as at 220900 49379001 49600000 17,362,252 104,888 17.467.140 146,673,953 7673833 1091014 733,590 4.300,230 228 550,660 25,105,000 - 25,105,000 - 253 655,660
30 June 2009
Depreciation
_mmw“ﬂ%ﬁuﬁwﬂ - - - 12517920 03078 12,611,007 63,065,418 4,726,114 1000612 589,880 [8] ?maw mw”.mE__.,__m 7210973 337,440 q_mamuawm ﬂwwwwww
Charge tor the year 398775 1.0 3499 860 6,374,008 219223 81,505 16,024 727083  ROIB699 3,132,265 &70%  3,219.34 L 238,
Transfers - - - - - - 2. 038,005 - - - - 2,038,695 - - - 2,038,605
Disposal . - - - - - (4,573.074) : . _ [ROS.GGT) {5.468,741) (2,03R.697) . {2,038,697) : (7,507,438}
Bolance os at - - . 12.916.704 95 060 13.011.773 67,106,037 4945337 1082117 603904 1,647,623 B3 308791 8304541 424496 5720037 5 07127528
30 June 2008
Balance as at - - - 12,916,704 495,069 13,011,773 67106037 4945337 10E2.117 605904 1,647,623  BR308,701 R304.541 42449  R.720.037 3 47,127 828
071 July 2008 - g 2 3 z i 2 2 : : . . - -
Charge for the year - - - d44 355 441 445,040 B. 746,080 272,850 g4.776 14,769 762506 10326026 3091976 78,330 3170326 . 13,496,352
Transler - - - - - - 4,357,990 - - - 502.R46 4,860,836 (4,357,900) (502,840} (4,860,8306) -
Disposals 2 - - - - - {13.213,158) - - - (930,283) (14,.143,441) - - . ] (14,143,441)
Balance gs at - - - 13,36] 259 93 560 13,456,819 66,996,949 5,218,187 1166893 620,673 19820692 59442212 7038527 - 738,527 - 06,480,739
30 June 2009
Carrying amount-2008 220909  49.37009{ 45600000 4443545 DEI9 4,455,367  74.443,137 2728496 765,747 147,686 3743087 (35883520 32920459 78354 33,703,963 2,084,334 171,671,822
Carrying amount-2000 - 220000 49379091 49400000 4000993 0,328 4010321 79677004 2455046 BI50H 132,917 2407 538 139108448 18,066,473 - 18,006,473 - 157174921
R of deproeciation ['7 i) il 5 il 10 10 10 20 10} g) |
The Campany during the year ended Jupe 3,406 had revalued its freehold land. The revaluation exercise was carried cut by an independent » aluer Mts Tgbal and Company. Surveyors. Assessors and Consuttants. hultan on the basis of replacement cost
Note 2009 2008
6.1 The depraciotion chorged has been aliocated as follows: Rupees Ruipaes
Cost of sales 201 12,136,717 [k 114218
Adminisiratve £xpenses 2R 1,349,635 1,123,802 ﬁ
13,496,352 11,238,020
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2009
Note Rupees
LONG TERM DEPOSITS
Security Deposits 1219
Deposits against finance lease 2,251,250
2,973,221
STORES, SPARES AND LOOSE TOOLS
Stores 42,231
Spares 187,167
229,398
STOCK IN TRADE
Raw Maierial 17,631,712
Packing Material 100,108
Work in Process - Cost of processing done on third party order 2,525,077
Finished Goods - Cost of processing done on third party orders 3,545,898
23,803,493

2008
Rupees

219
2,251,250

2.973,221

137,281
223.464

360,927

21,731,914
546031
3.234,280
3,852.246

19 364,471

These stocks are hypothecated with banks as security against short term finances as indicated in note no. 12,

2009
Note Rupees
TRADE DEBTS
Export - Secured against confirmed letters of credit 1,317,728
l.ocal - Unsecured and considercd good by the management 22,022,554
23,340,282
{OANS AND ADVANCES
Advances to:; (Unsecured but considered good)
Suppliers of goods 2,062,245
Employees against Salaries 100,000
Employees against expenses 609,671
2,771,916
TRADE DEPOSITS , SHORT TERM PRE-PAYMENTS AND
CURRENT ACCOUNT BALANCES WITH STATUTORY
AUTHORITIES
Trade deposits
Security deposits 9,921,900
Guarantee Margin 750,000
Short term prepayments 115,553
Immature Letters of Credit- Secured 22.1 494,768
Advance Income Tax 2,159,785
Other 5
13,442 006

2008
Rupees

3,129,167
24.247.947

27.377.114

6,248,043
100,000
2.581,525

8.929,568

8.989,080
750,000
252340

6.216,044
586,582

16,794,046

224 These comprise of Opening Charges, Bank Charges and Partial Payments of Cost of Documents .

27




THE NATIONAL SILK & RAYON MILLS LTD.

23  DUE FROM GOVERNMENT DEPARTMENTS

Sales tax retundable

24 CASH & BANK BALANCES
Cash mn hand
Cash with banks in:
Current accounts 241
Deposit accounts

2009
Rupees

5,355,407

Nofe

5,355,497

125,619

2008
Rupees

0,128,140

.128.140

1,393,411
303,600

726,339

1,698,411
1,894 230

830,015
305,000

a, 003,613

©,331,954

24.1 These are Term Deposit Reccipts (TDR) held under lien by National Bank of Pakistan as Margin against
guarantees 1ssucd to Sw Northern Gas Pipe Lines Limited and carry mark up @2.61% per annum

(2008:@:2.619% peannum).

25 SALES
Lxports
:xports rebate

Exchange gain

Processing receipts

26  COST OF SALES

Salaries, wages and benefits
Fuel and power

Raw material consumed
Packing material consumed
Stores and spares consumed
(il and greases consumed
Repair and maintenance
Depreciation

Work in process
Opening stock
Closing stock

Finished goods
Opening stock
Closing stock

26.1 RAW MATERIAL CONSUMED
Ralance as at July 01,
Purchases during the Year
Available for Consumption
Less: Balance as at June 30,

2009

Nele Rupees

19,496,978
93,593
562 985

2008
Rupees

20,153,536
370620807
390,774,463

26.2 22,796,058
138,382,297

159,328,011

7,036,569

4,805,589

1,656,384

4,804,459

16.1 12,146,717

8.453,290
122,348

32.745

8,608.383
312,329 067

321.137.450

370.956.084

19.734,681
121,292,636
131,949,112

5.534 361
4.064,498
4.147 690
3.869.559

10,114,218

300.706.975

3,234 280
(2,325

708,503

29592555
(3.254,280)

(241725)

371,664,587

3,852,246
(3,545.898)

300,465,250

306,348
371,970,835

21,731,914
155,227 809
176,959.725

17631712

159,328,011

4,019,833
{3,832,246)

167.587

30G.632,837

[0.636,0753
143.044.951

153,681,026
21731914

131.946,112

26.2 Salaries, Wages and Benefits include Rs.2,137,279 (2008; Rs. 1,225,823) in respect of staff gratuity.
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28.1
28.2

28.3

28.4
29

bt bk TR

DISTRIBUTION CQSITS

Salaries and benefits

Advertisement and sales promotion expenses
Commission Paid

Freight and octroi charges

Clearing and torwarding charges

ADMINISTRATIVE EXPENSES

Directors' remuneration

Rent. rates and taxes

Staff Salaries and bengtits
Traveling and conveyance
Elcctricity

Water and sewerage expense
Communication expense
Printing and maintenance
Repair & maintenance

Vehicle running and maintenance
Fees and subscription

Legal and professional charges
Auditors' remuneration
Newspaper and periedicals
Entertaimment

Insurance

Zakat deducled at source
Depreciation

(ieneral expenses

Denation

Salaries and Benefits includes Rs.407,101{2008: Rs. 660,059) in respect of staft gratuity.

Note

28.2
23.1

16.1

284

2009

Rupees

66,400
32,200
420,640
296,983

836,223

3,571,200
359,734
3,952,591
125,590
3,789
1,538,686
§12.165
319,913
605,503
885.351
584,530
56,500
270,000
13,352
268,954
155,523
7,625
1,349,635
1,066,190

-—

16,146,831

Transaction with related parties amounting Rs.180,000 (2008: Rs. [80.000).

Auditors' remuneration

2008
Rupees

72.000
31.630
6,495

85.895

166,040

3,571,200
409,260
4,050,399
82,765
284,799
1.538,364
703.079
343,497
595,079
924,920
221,350
32.000
175,000
9,761
306,816
431,655
7.625
1,123,802
53,729
10,000

4,875,100

The audit fee and remuncration for other services included 1o the financial statements 18 as follows:

2009
hale Rupees
Amin, Mudassar & Co.
Statutory audit 250,000
Others 20,000
270,000

None of the directors and their spouses had any inferest in the donee.

OTHER OPERATING EXPENSES
Workers® {profit) Participation Fund -
4,348,370

4,348,370

Exchange loss

29

2008
Rupees

150,000
25,000

175,000

156,968

156,968
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R 2009 2008
Note
30 OTHER OPERATING INCOME Rupees Rupees
Pratit on bank deposits 18,579 7,974
Sale of scrap 891,356 815,983
Profit on disposal of fixed assets 4,066,548 2.367.014
Profit on sale and lease back agreement 654,899 654,899
Others 020 4,123
5,632,302 3,849,693
31 FINANCE COST
Markup on:
Lease finance 1,710,426 2,225,841
Short term finances 855411 3,291,049
Interest on Workers' (Profit) Participation Fund 16,4382 3284
Bank charges and commission 1,179,948 623,941
3,762,267 6,144,115
- 32 [LOSS)/EARNING PER SHARE No. of Shares
[ssued, subscribed and paid vp shares 1,110,941 1,110,941
(Loss) / Profit for the year (Rs.) (3,590,978) 8,355,464
Earning per share (Rs.) {3.23) a2
33 TRANSACTION WITH ASSOCIATED COMPANY
Transactions with related parties have been disclosed in the relevant notes to the financial statements.
34 REMUNERATION TO CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVE
The aggregate amount charged in the accounts for the year for remuneration, including certain benefits to the
chiel executive, working directors and executive of the company is as follows:
CHIEF EXECUTIVE DIRECTOR EXECUTIVE
2009 2008 2009 2008 2009 2008
Rupees Rupees Rupces Rupees Rupees Rupees
Basic Salary 811,644 811,644 2,434,932 2434932 600,000 -
Re-imbursable Exp. 8,136 81,156 243,468 243,468 60,000 .
892,800 892,800 2,678,400 2,678,400 660,000 -
I 1 3 3 I None

The Chief Executive and Directors are also provided with free use of company maintained cars and

residential telephones,
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35.1
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FINANCIAL INSTRUMENTS AND RELATED DISCLOSUKES

The compay s activities expose it 1o a variely ol [Tnancial risks: credit risk. fiquidity risk and market risk {including
curreney riskand interest rate risk.) Financtal risk managemuent is carried out under risk policies established und
appros ed hy the hoard of Directors. he managemoent adininisters all aspects of risk management involving currencs
and interesirate risk, and cash munagement. in accordance with the risk policy.

The compuns s exposure 1o financial risk. the way there risk affect revenues, expenses, assets, liabilities and forecast
(ransaclions of the company and the manner in which of these risk are managed is as [allows:

Credif Risk

Credit risk i< the risk of financial Joss to the company 1if a customer ar counterparty e a financial mstrwment fails
to meet ils countraelual obligations. and arises principally from trades debts. und advances andl deposits, interest aceroed. other
reveivubles and marzin on leter of guarntee. The carrving amount ol financiol assels represent the maxonun credi
expostire. The maximum exposure o credit sk at the reporting date is as follows.

2009 2008
Rupees Rupees
Tarade debts 23,340,282 27377114
Loans and advances 709.671 2.681.525
nterast acerued 9226 4 438
Nargin on fetters of guarantee 750,000 750,000
Cash and hank balances 1.894.230 0331934
26.703 409 40,145,031

Geouraphically there is no concentration of credit risk.
Credit Quality of Financial Assels

Forgian trade debis are secured against confirmed letter of credit, The company has placed funds in financial insbitution
keening in view eredit ratings. The company assesses the credit quality of the counter parties as satisliactory, The

compuny dovs sot hold any collateral as security againsl any of its Hranciul assets except foreign debtors.

The aging of trade debts at the reporting date was:

Gross Gross

2009 2008
Past due less then one vear 23,340,282 24,247 940
past due over one year but less than threc years x .
23.344,282 24,247,940

Cash at hanks

AAA 635217 128.848
AAF 386,603 236591
AA 329,178 6.719.933
AA- 152,424 [ 6
A+ 174,944 1.063.903
A 6,545 6,845
A- 10,501 149,329
1,698,411 3603015

Credit Risk Managerment

In respect of trade receivables. the company does not have significant concentration ol credit risk with g sinzle customer.
Formal policies and procedures of credit management and administration of receivabies are ¢stablished and excecuted. In
momitoring customer credit visk, the ageing profile of total reccivables balance and ndividually significant talance. along
with collection activities are reported o the Board of Directors an a monthly basis. §igh risk customers are fdentified and
restrictions are placed on future trading, including suspending future shipments and administering dispatches on a prepayment
hasis of conlinmed letters of eredit. These actions are also reported to the Board on 1 monthly busis.
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35.2 Liquiditfy Risk

Liquidity risk is the risk that the company will not be able (0 meet its financial ebligation as they fall due. The company’'s
approach to managing liquidity is to ensure, as far as possible. that it will always have sufticient hquidity to meel s
liabilitics when due. under both nommal and stressed conditions, without incurring unaceeptable losses or risking damange
to the company’s reputation. The following arc the contractual maturities of financial liabilitics, inciuding  expected
mterest payments and excluding the impact of netting agreements .

2009
Carrving Amount C:Dntra‘t:tual Matut‘it:_-#hupm Mamu;il_‘r' ‘a!‘l::r
Cash Flows ONE VEar one veal
R u P ¢ E $
Financial liabiilties
Liabilittes against assets subject to finance lease 8.209,404 6,064,967 5,200 1] 3,765,656
Trade and other payables 53,732,908 53,732,908 53,732,908 -
Mark up accrued 223,659 223,659 223,659 ;
62,166,061 63,021,534 29255878 3,765,656
2008
Carrving Amount [:-:Jntrac[ual Pvfalurit;r-' rupm I"v'ialuritj_:-' atter
Cash Flows one yvear One vear
R u p = ¢ 3
Financial liabilities
Liabilities against assets subject to finance lease 19,578,121 21,990,003 13,824,262 8.165,741
Trade and other payables 68,752,434 68,752,434 68,752,434 -
'S""‘hﬂfk up accrued 967,029 967,029 967,029 :
DIgISI e tong 27,096,288 27096288 27,096,288 :
116,393,872 118,805,754 113,640,013 3,165,741

Liquidity Risk Management

The company’s approach to managing liquidity is to ensure, as for as possible, that it will always have sufficient
Liquidity Lo meet its liabilities when due, under both normal and stressed conditions, without Incurring unacceptable
Josses or risking damage to the company’s reputation.

The company monitors cash flow requirements and produces cash flow projections for the short and long term.
Typically, the company ensures that it has sufficient cash on demand to meet expected operational cash flows,
including serving of finanical obligations. This includes maintenance of balance sheet liquidity ratios, debtors
and creditors concentration both in terms of overall funding mix and avoidance of undue reliance on large individual
custoner. Further , the company has the support of its sponsors in respect of any liquidity shortfalls

35.3 Marketl Risk

Market risk is the risk that changes in market prices such as foreign exchange rates, interest rates and equity prices
will effect the company’s net profit or the fair value of its financial instruments. The objective of market risk
management is to manage and control market risk exposures within acceptable parameters, whilc optimizing return,

35.3.1 Currency Risk

The company is exposed to currency risk in respect of export sales, imports and resuiting balances that are

denominated in a currency other than functional currency. The company's exposure to currency risk as at the
reporting date is as follows

2009 2008
Rupees Rupees
Trade receivables 1,517,728 3,129,167
Total exposure F,3V7, 728 3,129,167
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All foreign currency balances arc denominated in USD. Average exchange rate used during the year is Rs.78.10/
LS {2008 Rs.63.90/1/SD). Spot exchange rate applied for measuring financial assets and liabilities as at the
reporting date is Rs.81.10:USD (2008 Rs.67.82/USD) respectively.

A tcn percent change in foreign currency would change loss(2008: profit) by Rs.0.131 million (2008: Rs.0.313

Million}. This scnsitivity analysis is based en assumption that all the variables, with the exception of foreign
exchange rates, remain unchanged.

Foreign Currency Risk Management

Forcian currency risk arises mamly due to fluctuation in foreign exchange rates. The company also has transactional
currency exposure. Such exposure arises trom sales and purchases of certain materials by the company I currencies
other than rupees. Approximately 5% of the company’s cales are denominated in currencies other than rupees while

95% oif sales are denominated in local currency. In appropriate cases, the management takes out forward contacts 1o
mitigate risk where 101s necessary.

35.3.2 Market Risk
The interest rate profict the company interest bearing financial instruments as at the reporting dates is as follows.

2009 2008
Rupees Rupees

Fixed rate instruments
Financial assets ) )
Financia!l liahilitics §,209.494 19.578,121
Yartable rate instrument
Financial asscts 303,000 305,000
financial habilities 27.096,288

The company is exposed to interest rate risk in respect of its variable rate instruments. A 100 basis points increasc in
variable interest rates would have increased loss by Rs.62.228 {2008 deccreased profit by Rs.271.034). A 100 basis
points decrease in variable interest rate would have had an equal but opposite inpact on protit. This sensitivity analysis
is based on assumoption that ail variable, with the exception of interest rates, remain unchanged.

The ettective interest ¢ mark-up rates in respect of financial instruments are mentioned in respective notes to the financial
statements.

35.4 Capifol risk management

The primary objective of the Company's capital management is 1o maintains healthy capital ratios strong credit
rating and optimal capital structures in order to ensure ample availability of finance for its existing and potential
investment projects, to maximize shareholder value and reduce the cost of capital.

The company manages ils capital structure and makes adjustment to it, in light of changes in economic conditions.
In order to maintain or adjust the capital structure, the company may adjust the amount of dividends payinenis to

sharcholders. return capital to shareholders or issue new shares, No changes were made in the objectives, palicy
and processes during the year ended June 30, 2009,

The company monitors capital using a gearing ratio. Which is net debt divided by total capital plus net debt.
Net debt is calculated as total loans and borrewings including any finance cost thereon, trade and other payables,
less cash and bank balances. Capital signigfies equity as shown in the balance sheet plus net debt.
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During 2009, the company’s strategy was to minimize leveraged gearing. The gearing ratios

as at June 30,2009 and 2008 were das follows:

Long term loans

liabilities against assets subject to finance lease
Trade and other payables

Accrued interest

Current portion of long term finance

Short term borrowings

Total debt

Cach and bank bhalances

Net debt

Share capital
Surplus on revaluation of fixed assets
Reserves

Epuity

Capital

Gearing ratio

36  PLANT CAPACITY AND ACTUAL PRODUCTION

Cloth processing

Rated Capacity (Meters)
Actual Processing (Meters)
Percentage

Embroidery processing

Rated Capacity (Meters)
Actual Processing (Meters)
Percentage

No. of working days

Under utilization of available capacity is due to different melan

and frequent shutdown of electricity by WAPDA.

37 DATE OF AUTHORISATION FOR ISSUE

2009
Rupees

92,088,707
3,593,659
53,732,908
223,659
4,615,835

154,254,768
1.894,230

152,360,538

11,109.410
49,379,091
9,448,630

69,937,131

222,297 660

68.54

57.600,000
52.254.641
90.72%

2,951,600
2,117,480

71.74%
313

2008
Rupees

79.241.524
7,386,881
68,752,434
967,029
12,191,240
27.096,288

195,635,396
9.331,954

186,303,442

11,109,410
49379091
(3.039,608

73,528,109

259,831,551

71.70

1,698 411

57.600,000
42.735,939
74.19%

2,629,200
1,246,232
47.40%
313

8,605,615

ge of cloth available for processing and embroidery

These accounts have been authorized for issue by the board of directors of the company an October 06, 2009.

38 CORRESPONDING FIGURES

Corresponding figures have been rearranged and reclassiffied wherever necessary for the purpose of comprison and for
better presentation , However, there were no material rearrangement of fi gures to report.

3% GENERAL

Amounts have been rounded off to the nearest rupees unless otherwise stated.

Sh. Faisal Tauheed Purf
Chief Executive

Sh. Kashif Tauheed Puri

Director
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FORM ‘A"

PATERN OF SHAREHOLDING AS AT JUNE 30,2009

Number of From to Fotal
Sharehoiders _ hare:ierd
2534 ] 100 tE.235
| (i 101 500 23,340
27 51 1,000 20,036
14 1001 53.000 26,644
I 5001 100, () 4,050
2 JUEE L] (WHLLL 21,141
i1 15,001 20,000 -
3 20,0010 25,000 ERRIS N
fl 25,001 30,000 -
(] RN 35,000
it 33,001 303,006
2 40.001 35,000 52,214
0 43,0011 30000
0 S{L000 | LY
I 5500 | SURLLL 39,63
& 60,00 | 65,000
() 65,00 FORLEY
t FURLT TAIER)
] 72001 S0 -
2 =00 53 (HA) 132,371
{ oSS F! O{hEHH]
{} O PeNLLE
¥ O5.00 | (RRNRE LY -
I [{H0,TIGH 1035 () 104 198
| 105,001 110, KK |17 500)
1) PR 205 0hon 5 754
1 200,001 PALINNY 4 -
15 i o 110,041
Caterornes of Sharehoiders Number of Number of Fercentage
Shurcholder Share held
| Assuciated Compames, Linderiaking & Related Partics
i Mirectoes, Chicf Txecurive, their speuse and munor children |} 947,937 -
L Sh. Fasar Tauheed Puni l IN2.975 15,27
L. Sh. Kushit Tauheed Puri i 202,779 15,23
. She Tauheesl ENadn Puri | 107,500 968
. MAsl, Sliknda Tauheed I 115,095 |Th. 36
V. sl Sauma Sthahid ! 25000 R
v, Mst Arima Kamran 1 25,000 225
NIl NS0 Sadia Kamran | 25000 L
s MsU Ranra Faisal ] %1.088 730
. 5151 Ninri Koushal i &1.263 7.3
. Sh. MIuscita Tauheed I 40,776 3.67
Xl Sh Sabiwd Koashal | 41,428 373
M Foxeculne:
.7 Pulblec Secror Compsteies and Conprenation - -
Vv Joant Stock Conpranies - -
Vi Investment Companies 2 1 020 11.08
Vil Banks, Konce Banking Finance Institations, Development Finance Institutions. 3 (U, 8440 545
Insurance Companics. Leasing Companics. Modararba and Mutual Fund
L. [unks -
hi. Mo Banking Finance Tnstitutions
L. Creveleowent Fioaneal Institulions
(excludhieg the share holders Bolding 1) percent or more voling tiieresis)
i Insurunce companies 3 Gl &40 544
v, Lcasing conpdnics - -
VI Ylodaraha &
ik Mutual Funds = - 3
Viif Individuis 307 101 0057 0.0
X o 2 91 (0
415 L1094 L)
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FORM OF PROXY
FOLIO Number

[/We
OF

Being a member of the NATICAL SILK & RAYON MILLS LIMITED hereby appoint

(Name)

of

(Another member of the( failing um

(Name)

of
(Another membcer of the Company) to attend, act and vote for me and on my/our behalf at the 5%th Annual General

; ; 11
Mecting of the Company to be held on Saturday, 31° day of October 2009 at 4.00 p.m. at Lahore Hotel, Mcleod Road

Lahore and at any adjournment thereof.

As witness my;our hand this) day of 2009

Signature on
Revenue Stamp
Of Correct valuc

(Signature should agree with the speaimen
Stenature registered with the Company)

Date:

NOTE:
Proxy form must be signed across a correct value Revenue Stamp and it should be deposited in the Registered Oftice ot

the company not later than 48 hours before time of helding the meeting.
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