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The Company is amongst one of the leading textile mills in

Karachi, aims at producing international quality of woven
and knitted garments for its export Markets. Our prime vision
is to equip the factory with modern and sophisticated machines
and develop the associated facilities which will help to reduce
the cost of production, improve the quality of production,

increase the profitability and the benefit to be absorbed by

the Company its workers, and its shareholders.
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Our mission is to promote our industry and boost our sales
by exploring the international markets for our products
specially those which have not been explored yet. By achieving
this target we will be able to stand among the top block of
garments exporters. Whereas, we would endeavor to enhance
the value for our shareholders, to provide a comfortable place
of work to our employees and to be an ethical partner to all
our business associates. The company is to explore more
opportunities in business and play a meaningful role on
sustainable basis in the economy and social development of

the country.
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SAFA TEXTILES LIMITED

NOTICE OF ANNUAL GENERAL MEETING

Notice 1s hereby given that the 24th Annual General Meeting of the Shareholders of Safa Textiles Limited
will be held at 12:00 Noon., on Wednesday, 21st October, 2009, at Carlton Hotel, Zulfigar Street,
Phase-VIII, Defense Housing Authority, Karachi to transact the following business:

Ordinary Business:
1. To Approve the Minutes of Last Annual General Meeting.

2. To receive, consider and adopt the Audited Account of the Company for the Year ended
30th June, 2009 together with Auditor’s and Director’s Report thereon.

3 To appoint the Auditors for the year 2009 — 2010 of the Company and fix their remuneration. M/s.
Rahman Sarfaraz Rahim Igbal Rafiq, Chartered Accountants have retired and being eligible, have
oftered themselves for reappointment.

4 To transact any other business with the permission of the chair.

By the order of the Board
Karachi; September 25, 2009 Company Secretary
NOTES:

1. The Share Transfer Book of the Company will remain closed from 12th October, 2009 to
21st October, 2009 (Both days inclusive).

2. A Member of the Company entitled to attend and vote at the Meeting may appoint another Member
as his/her proxy to attend and vote at the meeting on his/her behalf. Proxies in order to be effective
must be recerved by the Company at the Registered Office not later than 48 hours before the time
of holding the meeting.

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

4, All CDC Account Holders and Sub Account Holders who wish to attend the AGM should bring their
Onginal ID Card. In case of proxies, a duly attested copy of CNIC should be attached with the Proxy

Form.
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SAFA TEXTILES LIMITED

DIRECTOR’S REPORT

Dear Members

On behalf of the board of directors I welcome you to the 24TH Annual General Meeting of the Company
and take opportunity to present the Annual Report together with the Audited Financial Statements and
Auditor's Report for the year ended 30th June, 2009

A comparative summary of the financial results for the year 1s as follows:

Rupees Rupees

30.06.2009 30.06.2008
Sales 395,270,837 367,422,211
Cost of Goods Sold (350,243,143) ~ (328,336,462)
Gross Profit 45,027,694 39,085,749
Operating Expenses 35,685,747 29,165,510
Net Profit before tax 7,446,933 3,943,301
Net Profit after tax 3,518,360 427,109
Earning per Share O.ES_ 0.11

Operating Results
The Country had been in grip of a very bad economic / political situation. The law & order position

through out the country is unstable. Therefore, Industrial and manufacturing activities has very badly
effected.In this scenario Your Company has shown very good operating results.

The results of the Company during the last seven years, from 2003 to 2009 1s attached in annexure 1 for
yOur review.

Sales

The export sales of the company have increased from Rs.367 million to Rs.395 million. In spite of all the
problem faced we have been able to increase the sale only because of the trust and confidence of our
customers / buyers, as we give top priority to the satisfaction of our customers.

Production

Over the last year the volume of production has increased, We have maintained stricit control on the cost
of production which is reduced from 90% in 2008 as compared to 89% in 2009

Quality Assurance

Quality assurance 1s an essential part of our production activity. Reliable and timely inspection is assured
at each stage of production and before shipment.
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SAFA TEXTILES LIMITED

Research & Development

.

Research and development plays an important role in the development of products, innovation and new
techniques, improvement of skills, reduction of wastage and promotion of efficiency. Despite the withdrawal
of R & D support by the Government we are starving to maintain the progress as effectively as possible.
Social Responsibility

The Company recognizes its social responsibility and obligations to the society as well as to our employees.

Suitable assistance has been provided for education of children of our employees and medical treatment
of their families. Staff welfare, and recreational activities is also a regular practice.

Profit before Tax

The operating profit before tax for the year ended June 30th, 2009 has increased from Rs.3.943 million
to Rs.7.447 mullion in spite of rising cost of raw material, utility and frequent power breakdown. This was
possible because of teamwork and coordinated efforts between management and staff.

Dividends

The board of directors regretfully inform that the company is not in a position to declare a dividend as
company 1s working in highly volatile condition and liquidity shortage.

Earning per share

Our eamning per share has improved significantly from Rs.0.11per share in 2008 to 0.88 per share in 2009.

Fixed Assets
During the year we have made addition of Rs.4.886 million.in plant and machinery.These additions will
increase the production capacity and quality. During the same period we have disposed off old and outdated

machinery costing Rs 0.148 million. We have aslo disposed off land at Port Qasim costing Rs.7.25 million
to improve the liquidity position.

Financial Charges

Financial Charges including mark up have decreased from 5.714 million to Rs.5.187million.
Staff Provident Fund

The staft provident fund 1s operated successfully for its present employees.

Appointment of Auditors

M/s Rahman,Sarfaraz, Rahim Igbal , Rafiq , Chartered Accountants have retired at the year ending 30th
June, 2009 But have offered themselves for reappointment for the period 2009-10.
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SAFA TEXTILES LIMITED

Statement on Corporate and Financial Reporting Frame Work

. The management of the company prepares the financial statements fairly presents its state ot affairs,
results of operations, cash flows and changes in equity.

. Proper books of the accounts of the Company are maintained

. Appropriate accounting policies have been consistently applied in preparation of financial statements
and accounting estimates are based on reasonable and prudential judgment.

. International Accounting Standards as applicable in Pakistan have been followed in preparation of
financial statements and any departure therein has been adequately disclosed.

. The system of internal control 1s sound and has been eftectively implemented and monitored
. There are no significant doubts about the company's ability to continue as a going concem.
. There has been no material departure from the best practices of the corporate governance as

detailed 1n the listing regulation.
c All outstanding taxes and levies have been paid
Directors Meetings:

During the year five meetings of the board of directors were held.

. The following changes 1n shareholdings of the directors 1s made as compared with the previous year.
2008 2009
Syed Igbal Husain from 1,108,900 to 708,900
Syed Tanque Husain from 143,500 to 400,500
Mrs. Sabeen Tarique from 1,000 to 144.000
. There has been no trading of shares by the Directors, Chief Executive, Chief Financial Officer.

Company Secretary, their spouses and minor children except as gifted as under:.

From Syed Igbal Husain gifted to Syed Tarique Husain 400,900
From Syed Tanque Husain gifted to Sabeen Tarique Husain 143,000

Financial statements

The financial statements of the Company have been duly audited and approved without qualification by
the auditors of the Company, Rahman Sarfaraz Rahim Igbal Rafiq, Chartered Accountants and their report
1s attached with the financial statements.

As required under listing regulations 37(xx1v) of Karachi Stock Exchange the Chief Executive Officer and
Chief Financial Ofticer presented the financial statements, duly endorsed under their respective signatures,
for consideration and approval of the Board of Directors and the board, after consideration and approval,
authorize the signing of financial statements for issuance and circulation.

No material changes and commitments affecting the financial position of your Company have occurred

between the end of the financial year to which this Balance Sheet relates and the date of the Directors'
Report.

i
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SAFA TEXTILES LIMITED

Human Relations and Administration

"Our employees and staff are the source of pride and great satisfaction!"
The human resources, administration, function to retain, develop and attract talented and dedicated
individuals who are committed to building a healthy, safe and vibrant community. A highly competitive
and well co-ordinated environment is ensured while providing for a variety of services including
career opportunities, employee training and development, staffing labour relation, benefits and
compensation, and human resource systems administration.

Labour Management Relations

Cordial relations are maintained between the management and labor during the year. We are pleased
to inform that we have highly skilled workers . We wish to record our appreciation the hard work
demonstrated by the employees at every level for the progress and growth of the Company.

On behalf of Board of Directors

SYED IQBAL HUSAIN
Chief Executive

Karachi, September 10, 2009
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SAFA TEXTILES LIMITED

STATEMENT OF COMPLIANCE
WITH THE CODE OF CORPORATE GOVERNANCE

This statement 1s being presented to comply with the Code of Corporate Governance contained in Regulation
No. 37 of listing regulations of Karachi Stock Exchange for the purpose of establishing a framework of
good governance, whereby a listed company i1s managed in compliance with the best practices of Corporate
Governance.

The Company has applied the principles contained in the Code 1n the following manner:

1) The Company encourages representation of independent non-executive directors and directors
representing minority interests on its Board of Directors. At present the Board includes at least 3
(three) independent non- executive Directors and no directors representing minority sharcholders.

2)  The Directors have confirmed that none of them 1s serving as a director in more than ten listed
companies including this Company.

3)  All the resident Directors of the Company are registered as tax payers and non of them has detfaulted
In payment of any loan to a banking company, a DPI or NBFI or, being a member of a Stock Exchange
has been declared as a defaulter by that stock exchange.

4)  No casual vacancy occurred in Board during the year.

J) The Company has prepared a "Statement of Ethics and Business Practices", which has been signed
by all Directors and Employees of the Company.

6)  The Board has developed a vision / mission statement, overall corporate strategy and significant
policies 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.

7) All the powers of Board have been duly exercised and decisions on material transactions, appointment
and determination of remuneration and terms and conditions of employment of the CEO and other
executive directors, have been taken by Board.

8)  The meetings of Board were presided over by the chairman and, in his absence, by a Director elected
by the Board for this purpose and Board met at least once in every quarter. Written notices of Board

meetings, along with agenda and working papers, were circulated at least seven days before the
meeting. The minutes ot the meeting were appropriately recorded and circulated.

9) The Board arranged one ornentation course for its directors during the year to apprise them of their
duties and responsibilities.

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

[1)  The financial statements of the company were duly endorsed by the CEO and CFO before approval
by the Board.
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SAFA TEXTILES LIMITED

The Directors, CEO 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 related party transactions have been placed before the audit committee and approved by the
board of directors and pricing method for transactions that prevail in the arms length transactions.

The Board has formed an audit committee. It comprises three members, all of whom are Non-
Executive Directors including the chairman of the committee.

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

The Board has set-up an effective internal audit function with employees who are considered suitably
qualified and experienced for the purpose and are conversant with the policies and procedures of
the Company and they are involved in the internal audit function on a full time basis.

The statutory auditors of the Company have confirmed that they have been given a satisfactory
rating under the Quality Control Review program of the Institute of Chartered Accountants of
Pakistan (ICAP), 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 [CAP.

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 observed IFAC guidelines in this regard.

We confirm that all other material principles contained in the Code have been complied with.

by

SYED IQBAL HUSAIN
Date: September 10, 2009 CHAIRMAN & CHIEF EXECUTIVE
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SAFA TEXTILES LIMITED

COMPARATIVE STATEMENT OF OPERATING RESULTS

PARTICULAR
SALES 132,621
COST OF GOODS SOLD 111,582
GROSS PROFIT 21,039
OPERATING EXPENSES 13,060

OPERATING PROFIT / (LOSS) 1,979

FINANCIAL / OTHER CHARGES ~ (2,196)
OTHER INCOME / (LOSS) (4,196)
PROVISION FOR TAXATION (982)
NET PROFIT / (LOSS) 605
TRANSFER TO GENERAL RESERVE -
ACCUMULATED PROFIT /

(LOSS) B/F (12,042)
DIVIDENDS PAID :
PRIOR YEAR ADJUSTMENTS :
ACCUMULATED PROFIT /

(LOSS) C/F (11,437)

158,507
138,320
20,187
14,712

5,475

(1,948)

214

(1,165)

2,576

(11,437)

(8,861)

182,999
158,989
24,010
16,487

7,523

(2,122)

176

(1,354)

4,223

(8,860)

(4,637)

Rupees in Thousands

JUNE | JUNE JUNE | JUNE | JUNE | JUNE | JUNE
2003 2004 2005 2006 2007 2008 2009

227,884

196,508

31,376
23,553
7,823
(2,639)

51
(2,088)

3,147

(4,637)

(1,490)

281,562

239,831

41,731
24,748
16,983
(5,075)

()
(2,658)

9,243

(1,490)

1,755

FROM JUNE 2003 TO JUNE 2009 (7 YEARS)

367,422
328,336
39,086
29,166
9,920
(5,715)
(262)
(3,516)

427

1,755

(2,000)

6,182

395,271
350,243
45.028
35,686
9,342
(5,187)
3.292
(3,929)
3,518
(2,000)

6.182

7,700
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SAFA TEXTILES LIMITED
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REVIEW REPORT TO THE MEMBERS ON STATEMENT OF COMPLIANCE
WITH 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 prepared by the Board of Directors of Safa Textiles Limited (“the Company™) to comply
with the Listing Regulation No. 37 of the Karachi Stock Exchange, 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 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 1nternal control systems sufficient to plan the audit and develop an effective audit approach. We
are not required to consider whether the Board’s statement on internal control covers all risks and
controls, or to form an opinion on the effectiveness of such internal controls, the Company’s corporate
governance procedures and risks.

Further, Sub-Regulation (x11) of Listing Regulations 37 notified by The Karachi Stock Exchange
(Guarantee) Limited vide circular KSE/N-269 dated January 19, 2009 requires the Company to place
betore 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 executed 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
betore the audit committee. 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 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 to believe that the Statement
of Compliance does not appropriately reflect the status of the Company’s compliance, in all material
respects, with the best practices contained in the Code of Corporate Governance as applicable for the

year ended June 30, 2009.

Rahman Sarfaraz bal Rafiq
Chartered Accountants

Sarfaraz H. Siddiqi)

(
m: 10 SEF A

karachi.

PRINCIPAL OFFICE . 54-P, Gulberg Il, Lahore-54660 Phone: (82-42) $875865-67 Fax: {(92-42) 5758621 E-mail: alnasr@we ~
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SAFA TEXTILES LIMITED

Pli. Reply to:
"“-‘ 115-Sidco. Avenue Centre, 181+ -
264, Maulana Din Muhammad
HSH'H Wafai Road, R.A. Lings
P.C. Box # 1023 Karachu-7f440¢
' Tel: (92-21) 5210526-5681134-50
- CHARTERED ACCOUNTANTS Tol (92-21) 5210526

E-mail: rs-co@cyber.net.pk

AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed balance sheet of Safa Textiles Limited (""the Company") as at June 30, 2009
and the related profit and loss account, cash flows statement and statement of changes 1n 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 tfor the
purposes of our audit.

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

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

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

b) IN our opinion;

1) 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 1n agreement with the books
of account and are¢ further in accordance with accounting policies consistently applied;

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

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

C) In our opinion and to the best of our information and according to the explanations given to us, the
balance sheet, profit and loss account, cashflow statement and statement of changes in equity together
with the notes forming part thereof contorm with approved accounting standards as applicable in
Pakistan, and, give the information required by the Companies Ordinance, 1984, in the manner so
required and respectively give a true and fair view of the state of the Company's affairs as at June
30, 2009 and of the profit, its cash tflows 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 (X VIII
of 1980).

Rahman Sarfaraz
Chartered Accountants
Sarfaraz H. Siddiqi)

( z
\:?& 1Q SEP -

Narachi,
CRINGIPAL QFFIGE © 94-P, Gulberg I, Lahare-54660 Phone: (92-42) §875965-67 Fax: (92-42) 5758621 E-mail: ainasr@wol.netl.pk
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———————— SAFA TEXTILES LIMITED
BALANCE

AS AT
2009 2008
Note RUPEES RUPEES
SHARE CAPITAL AND RESERVES
Authorised
5,000,000 Ordinary shares of Rs. 10 each 50,000,000 50,000,000

Issued, subscribed and paid-up capital 4 40,000,000 40,000,000
(General reserve 4,000,000 2,000,000
Unappropriated profit 7,700,374 6,182,014
51,700,374 48,182,014
CURRENT LIABILITIES
Trade and other payables 5 40,476,087 44,255,207
Accrued markup 979,623 559,427
Short-term borrowings- secured 6 82,556,087 54,330,584
l.oan from others 7 992.827 642,257
Current maturity of lease liability - 329,588
125,004,624 100,117,063
CONTINGENCIES AND COMMITMENTS 3 - -
176,704,998 148,299,077

The annexed notes from | to 32 form an integral part of these financial statements.
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u 2009 suumm




SAFA TEXTILES LIMITED

SHEET
JUNE 30, 2009
2009 2008
Note RUPEES RUPEES
NON-CURRENT ASSETS
Property, plant and equipment 9 50,644,568 60,242,986
Long-term deposit 10 - 203,500

CURRENT ASSETS
Stores and spares 229,827 313,654
Stock-in-trade 11 52.522.489 58,752,476
Trade debtors 12 23,128,620 7,737,542
Loans & advances 13 40,780,067 13,710,149
Advances , deposits and prepayments 14 502,063 819,512
Other receivables 15 2,256,722 4,468,338
Tax refunds due from Government 16 1,059,378 990,121
Cash and bank balances 17 5,581,264 1,060,799
126,060,430 87,852,591
176,704,998 148,299,077

B P

Chief Financial Ofticer

[ -

Director

Chief Executive

[
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SAFA TEXTILES LIMITED

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

2009 2008
Note RUPEES RUPEES

Sales 18 395,270,837 367,422,211
Cost of sales 19 (350,243,143) (328.336.,462)
Gross profit 45,027,694 39,085,749
Distribution cost 20 8,361,683 6,393,534
Administrative expenses 21 27,324,064 22,771,976
35,685,747 29,165,510

Operating profit 9,341,947 9,920,239
Other operating expenses 22 283,853 207,542
Finance cost 23 4,903,540 5,507.408
5,187,393 5,714,950

4,154,554 4,205,2&9

Other operating income / (loss) 24 3,292,379 (261,988)
Profit before taxation 7,446,933 3.943.301
Taxation 25 (3.928,573) (3,516,192)
Profit after taxation 3,518,360 427,109
Earning per share - basic and diluted 26 0.88 0.11]

The annexed notes from 1 to 32 form an integral part of these financial statements.

R

Chieft Executive Chiet Financial Officer Director
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SAFA TEXTILES LIMITED

CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2009
2009 2008
RUPEES RUPEES
Cash flows from operating activities
Profit before taxation 7,446,933 3,943 301
Adjustments for : |
Depreciation 5,475,867 4,824,433
Amortization of intangible assets 35,693 44,617
Finance cost 4,903,540 5,507,408
(Gain) on sale of property, plant and equipment (2.684.642) (238.247)
7,730,458 10,138,211
15,177,391 14,081,512
[ncrease 1n trade and other receivables
Decrease 1n stores and spares 83,827 (5,028)
Increase 1n stock-in-trade 6,229,987 1,286,946
Increase in trade debtors (15,391,078) (7,737,542)
Increase 1n loans & advances (27,069,918) (3,370,059)
Decrease 1n advances, deposits and prepayments 317,449 | (28,075)
Decrease 1n other receivables 2,211,616 916,413
Increase 1n tax refunds from Government (69,257) | -
(33,687,374) (8,937,345)
Increase in loan from others 350,570 642,257
Decrease 1n trade and other payables (3,779,120) 3,961,106
(3,428,550) 6,603,363
Cash generated from operations (21,938,533) 11,747,530
Finance cost paid (4,483,344) (4,947,981)
Taxes paid (3,928,573) (3,516,192)
(8,411,917) (8,464,173)
Net cash used in operating activities (30,350,450) 3,283,357
Cash flows from investing activities
Purchase of property, plant and equipment 0 (3,251,000) (11,400,210)
Proceeds from sale of fixed assets 10,022,500 293,500
Capital work 1n progress -] (3,157,153)
Net cash used 1n 1nvesting activities 6,771,500 (14,263,863)

Cash flows from financing activities

Dividend paid - (1,599,380)
Proceeds from long term deposit 203,500 -
Proceeds from short term borrowings 28,225,503 10,040,419
Payment of finance lease liabilities (329,588) (686,364)
Net cash trom {inancing activities 28,099,415 7,754,675
Net increase/(decrease) in cash and cash equivalent 4,520,465 (3,225,831)
Cash and cash equivalent at the beginning of the period 1,060,799 4,286,630
Cash and cash equivalent at the end of the period 5,581,264 1,060,799
Chief Executive Chief Financial Officer Director
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2009

ISSUED, GENERAL UN APPROPRIATED TOTAL
SUBSCRIBED RESERVE PROFIT (LOSS)
& PAID UP
CAPITAL
----------------------- 30 3 DO DR T —
BALANCE AS ON 30TH JUNE, 2007 40,000,000 2,000,000 7,754,905 49,754,905
NET PROFIT FOR THE YEAR - - 427.109 427.109
DIVIDEND PAID - - (2,000,000) (2,000,000)
BALANCE AS ON 30TH JUNE, 2008 40,000,000 2.000,000 6,182.014 48.182.014
NET PROFIT FOR THE YEAR - _ 3.518.360 3,518,360
PROFIT TRANSFER TO RESERVE _ 2,000,000 (2,000,000) _
BALANCE AS ON 30TH JUNE, 2009 40,000,000 4,000,000 7,700,374 51,700,374

Chief Executive Chief Financial Officer Director
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SAFA TEXTILES LIMITED

NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED JUNE 30, 2009

THE COMPANY AND ITS OPERATIONS

Safa Textiles Limited ("the Company") was incorporated in Pakistan as a private limited hability
company on November 08, 1984 and was subsequently converted into a public limited company
on April 01, 1992 and it is quoted on Karachi Stock Exchange. The principal activities of the
Company are manufacturing and export of garments.

The registered office of the Company is situated at 26 & 26/1, Sector 12-D North Karachi, Karachi,
Pakistan.

BASIS OF PREPARATION
2.1 Statement of compliance

These financial statements have been prepared 1n accordance with approved accounting
standards as applicable in Pakistan. Approved accounting standards comprise of such
International Financial Reporting Standards (IFRSs) i1ssued by the International Accounting
Standards Board as are notified under the Companies Ordinance, 1984, provisions of and
directives 1ssued under the Companies Ordinance, 1984. In case requirements differ, the
provisions or directives of the Companies Ordinance, 1984 shall prevail.

2.2 Basis of measurement

These financial statements have been prepared under the historical cost convention, except
for the measurement of financial instruments which are stated at fair value.

2.3 Functional and presentation currency

These financial statements are presented 1n Pakistan Rupees, which 1s the Company's functional
and presentation currency. All financial information presented in Pakistan Rupees has been
rounded to the nearest rupee.

2.4 Use of estimates and judgments

The preparation of financial statements 1s conformity with approved accounting standards,
as applicable 1n Pakistan, requires management to make judgments, estimates and assumptions
that affect the application of accounting policies and the reported amounts of assets, liabilities,
income and expenses.

The estimates and associated assumptions are based on historical experience and various other
factors that are believed to be reasonable under the circumstances, the result of which form
the basis of making judgments about carrying values of assets and liabilities that are not
readily apparent from other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to an
accounting estimate are recognized in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision and future periods if the revision
attects both current and future periods.
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In the process of applying company's accounting policies, management has made following
estimates and judgments which are significant to the financial statements.

Accounting for staff benefits (note 3.2).
Provision for taxation (note 3.4)
Usetul lives and residual values of property, plant and equipment (note 3.5)

Provision for doubtful debts (note 3.12).
Disclosure of contingencies (note 8)

Initial application of a Standard, Amendment or an Interpretation to an existing Standard
and forthcoming requirements

Initial application

The following standards, amendments and interpretations become effective during the current

year.

- IFRS-7 Financial Instruments: Disclosures (effective for annual periods beginning on or
after 28 April 2008) supersedes IAS-30 Disclosures in the Financial Statements of Banks
and Similar Financial Institutions and the disclosure requirements of IAS-32 Financial
Instruments: Disclosure and Presentation. The application of the standard did not have
significant impact on the Company's financial statements other than increase in disclosures.

- IAS-29 Financial Reporting in Hyperinflationary Economics (effective for annual periods
beginning on or after 28 April 2008). The Company does not have any operations in
Hyperinflationary Economies and therefore the application of the standard did not affect
the Company's financial statements.

- IFRIC-13 Customer Loyalty Programmes (effective for annual periods beginning on or
after 01 July 2008) addresses the accounting by entities that operate or otherwise participate
In customer loyalty programmes under which the customer can redeem credits for awards
such as free or discounted goods or services. The application of IFRIC-13 did not affect
the Company's financial statements.

- IFRIC-14 -- IAS-19 The limit on Defined Benefit Asset, Minimum Funding Requirements
and their interaction (effective for annual periods beginning on or after 1 January 2008)
clarifies when refunds or reductions in future contributions in relation to defined benefit
assets should be regarded as available and provides guidance on minimum funding
requirements (MFR) for such asset. The interpretation has no effect on Company's financial
statements for the year ended 30th June 2009.

Forthcoming requirements

The following standards, interpretations and amendments of approved accounting standards
are effective for accounting periods beginning from the dates specified below. These standards
are either not relevant to the Company's operations or are not expected to have significant
impact on the Company's financial statements other than increase in disclosures in certain
cases;

- Revised IAS 1 - Presentation of financial statements (effective for annual periods beginning
on or after 1 January 2009) introduces the term total comprehensive income, which
represents changes in equity during a period other than those changes resulting from
transactions with owners in their capacity as owners. Total comprehensive income may
be presented 1n either a single statement of comprehensive income (effectively combining
both the income statement and all non-owner changes in equity in a single statement), or
In an Income statement and a separate statement of comprehensive income.
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Revised IAS 23 - Borrowing costs (effective for annual periods beginning on or after 1
January 2009) removes the option to expense borrowing costs and requires that an entity
capitalize borrowing costs directly attributable to the acquisition, construction or production
of a qualifying asset as part of the cost of that asset. The application of the standard is not
likely to have an effect on the Company's financial statements.

IAS-27 'Consolidated and separate financial statemetns' (effective for annual periods
beginning on or after 1 January 2009). The amendment removes the definition of the cost
method from IAS-27 and replaces it with a requirement to present dividends as income
in the separate financial statements of the investor.

Amended IAS 27 - Consolidated and Separate Financial Statements (effective for annual
periods beginning on or after 1 July 2009) requires accounting for changes in ownership
interest by the group 1n a subsidiary, while maintaining control, to be recognized as an
equity transaction. When the group loses control of subsidiary, any interest retained in the
former a subsidiary will be measured at fair value with gain or loss recognized in the profit
or loss. The application of this standard is not likely to have an effect on the Company’s
financial statements.

Amendment to IAS 32 - Financial instruments: Presentation and IAS -1 Presentation of
Financial Statements (eftective for annual periods beginning on or after 1 January 2009)
— Puttable Financial Instruments and Obligations Arising on Liquidation requires puttable
instruments, and mstruments that impose on the entity an obligation to deliver to another
party pro rata share of the net assets of the entity only on liquidation, to be classified as
equity 1f certain conditions are met. The amendment, which require retrospective application,
are not expected to have any impact on the Company’s financial statements.

Amendments to IAS 39 and IFRIC-9 . Embedded derivatives (effective for annual periods
beginning on or after 1 January 2009). Amendments require entities to assess whether
they need to separate an embedded derivative from a hybrid (combined) financial instrument
when financial assets are reclassified out of the fair value.

Amendments to IAS 39 - Financial Instruments: Recognition and measurement - Eligible
hedged 1tems (effective for annual periods beginning on or after 1st July 2009) clarifies
the application of existing principles that determine whether specific risks or portions of
cash tlows are eligible for designation in a hedging relationship.

Amendment to IFRS 2 - Share-based Payment — Vesting Conditions and Cancellations
(ettective for annual periods beginning on or after 1 January 2009) clarifies the definition
of vesting conditions, introduces the concept of non-vesting conditions, requires non-
vesting conditions to be reflected in grant-date fair value and provides the accounting
treatment for non-vesting conditions and cancellations. The application of this standard
1S not likely to have any effect on the Company’s financial statements.

Amendment to IFRS 2 - Share-based Payment — Group Cash-settled Share-based Payment
Transactions (etfective for annual periods beginning on or after 1 January 2010). Currently
eftective IFRSs requires attribution of group share-based payment transactions only if they
are equity-settled. The amendments resolve diversity in practice regarding attribution of
cash-settled share-based payment transactions and require an entity receiving goods or
services in either an equity-settled or a cash-settled payment transaction to account for the
transaction 1n its separate or individual financial statements.
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Revised IFRS 3 - Business Combinations (applicable for annual periods beginning on or
after 1 July 2009) broadens among other things the definition of business resulting in more
acquisitions being treated as business combinations, contingent considerations to be
measured at fair value, transaction costs other than share and debt issue costs to be expensed,
any pre-existing interest in an acquiree to be measured at fair value, with the related gain
or loss recognized in profit or loss and any non-controlling (minority) interest to be measured
at either fair value, or at its proportionate interest in the identifiable assets and liabilities
of an acquiree, on a transaction-by-transaction basis.

I[FRS-4 Insurance Contracts (effective for annual periods beginning on or after 1 January
2009). The IFRS makes limited improvements to accounting for insurance contracts until
the Board completes the second phase of its project on insurance contracts. The standard
also requires that an entity issuing insurance contracts (an insurer) to disclose information
about those contracts.

Amendment to IFRS-7 Improving disclosures about Financial Instruments (effective for
annual periods beginning on or after 1 January 2009). These amendments have been made
to bring the disclosure requirements of IFRS-7 more closely in line with US standards.
The amendments introduce a three-level hierarchy for fair value measurement disclosures
and require entities to provide additional disclosures about the relative reliability of fair
value measurements.

IFRS 8 - Operating Segments (effective for annual periods beginning on or after 1 January
2009) introduces the “management approach” to segment reporting. IFRS 8 will require
a change in the presentation and disclosure of segment information based on the internal
reports that are regularly reviewed by the Company’s “chief operating decision maker”
in order to assess each segment’s performance and to allocate resources to them. Currently,
the Company presents segment information in respect of its business and geographical
segments. This standard will have no effect on the Company’s reported total profit or loss

or equity.

IFRIC 15- Agreement for the Construction of Real Estate (effective for annual periods
beginning on or after 1 October 2009) clarifies the recognition of revenues by real estate
developers for sale of units, such as apartments or houses, 'off-plan’, that is, before
construction 1s complete. The amendment is not relevant to the Company’s operations.

IFRIC 16 - Hedge of Net Investment 1n a Foreign Operation (effective for annual periods
beginning on or after 1 October 2008) clarifies that net investment hedging can be applied
only to foreign exchange differences arising between the functional currency of a foreign
operation and the parent entity’s functional currency and only in an amount equal to or
less than the net assets of the foreign operation, the hedging instrument may be held by
any entity within the group except the foreign operation that is being hedged and that on
disposal of a hedged operation, the cumulative gain or loss on the hedging instrument that
was determined to be effective is reclassified to profit or loss. The interpretation allows
an entity that uses the step-by-step method of consolidation an accounting policy choice
to determine the cumulative currency translation adjustment that 1s reclassified to profit
or loss on disposal of a net investment as if the direct method of consolidation had been
used. The amendment 1s not relevant to the Company’s operations.

IFRIC-17 Distributions of Non-cash Assets to Owners (effective for annual periods
beginning on or after 1 July 2009) states that when a company distributes non cash assets
to its shareholders as dividend, the lability for the dividend is measured at fair value. If
there are subsequent changes in the fair value before the liability 1s discharged, this i1s
recognised 1n equity. When the non cash asset 1s distributed, the difference between the
carrying amount and fair value is recognised in the income statement.
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- IFRIC-18 Transfers of Assets from Customers (to be applied prospectively to transfers
of assets from customers received on or after 01 July 2009). This interpretation clarities
the requirements of IFRSs for agreements in which an entity receives from a customer an
item of property, plant, and equipment that the entity must then use either to connect the
customer to a network or to provide the customer with ongoing access to a supply of goods
or services (such as a supply of electricity, gas or water).

The International Accounting Standards Board made certain amendments to existing standards
as part of its First annual improvements project. The effective dates for these amendments
vary by standard and most will be applicable to the Company's 2010 financial statements.

The International Accounting Standards Board made certain amendments to existing standards
as part of its Second annual improvements project. The effective dates for these amendments
vary by standard and most will be applicable to the Company's 2010 financial statements.

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied 1n the preparation of the financial statements are set out
below. These policies have been applied consistently to all the year presented.

3.1 Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the 1ssue
of ordinary shares, if any, are recognized as deduction from equity.

3.2 Employee benefits
Defined contribution plans

A defined contribution plan is a post-employment benefit plan under which an entity pays
fixed contribution into a separate entity and will have no legal or constructive obligation to
pay further amounts. Obligations for contributions to defined contributions plans are recognized
as an employee benefit expense in profit or loss when they are due.

The Company operates an approved provident fund scheme for eligible employees of the
Company. Equal monthly contributions are made by the Company and employees at the rate
of 5% of basic salary.

3.3 Foreign currencies translation

The foreign currency transactions are initially translated into Pak. rupees at the rates of
exchange prevailing on the date of transaction. Subsequently, monetary assets and liabilities
In foreign currencies are translated into Pak rupees at the rate of exchange approximating that

prevalent on the balance sheet date. Exchange differences are included in the profit and loss
account currently.

3.4 Taxation

Income tax expense comprises of current and deferred tax. Income tax expense is recognized

in profit and loss account except to the extent that it relates to items recognized directly in
equity, in which case it is recognized in equity.
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Current taxation

Provision for taxation is based on applicable tax laws at the current rates of taxation. Presently
provision for current taxation is based on final tax regime in accordance with the provisions
of section 154 of the Income Tax Ordinance, 2001.

Deferred taxation

The Company has not recognized deferred tax in the financial statements as the tax liabilities
of the Company are determined under the final tax regime.

Property, plant and equipment

Property, plant and equipment except lease-hold land are stated at cost less accumulated
depreciation and identified impairment loss, if any.

Cost includes expenditure that is directly attributable to the acquisition of the asset including
borrowing costs (note 3.16). The cost of self constructed assets includes the cost of materials
and direct labour, any other costs directly attributable to bringing the asset to a working
condition for its intended use, and the costs of dismantling and removing the items and restoring
the site on which they are located.

Depreciation 1s charged to income applying the diminishing balance method whereby the cost
of an asset 1s written off over its useful life at the rates specified in note 9.1 to the financial
statements. Full month's depreciation is charged on additions during the month while no
depreciation 1s charged on disposal or retirement of assets during the month. Impairment loss
or 1t's reversal, if any, is also charged to income. Where an impairment loss is recognized, the
depreciation charge is adjusted in the future periods to allocate the asset's revised carrying
amount over 1t's estimated useful life.

An 1item of property, plant and equipment is derecognized on disposal or when no future
economic benefits are expected from its use or disposal.

The gain or loss arising from the derecognition of an item of property, plant and equipment
1s determined as the difference between the net disposal proceeds, if any, and the carrying
amount of the item. Gain 1s not classified as revenue. Maintenance and normal repairs are
charged to income. Major renewals and improvements are capitalized.

Lease assets

Assets subject to finance lease are stated at lower of present value of minimum lease payments
under the lease agreement and the fair value of the lease assets . The related obligations under
the lease are accounted for as liabilities. Depreciation charged is based on rates and method
specified 1n note no 9.1

The financial charge is calculated at the rate implicit in the lease.

Intangible assets

Expenditure incurred to acquire software license is capitalized as intangible asset and stated
at cost less accumulated amortization and impairment loss .
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3.6 Capital work in progress

Capital work in progress is stated at cost. It consists of expenditure incurred and advances
made in respect of tangible and intangible assets in the course of their construction and
installation . Transfers are made to relevant fixed assets category as and when assets are
available for use.

3.7 Impairment

The carrying amount of the Company's assets are reviewed at each balance sheet date to
identify circumstances indicating occurrence of impairment loss or reversal of previous
impairment losses. If any such indications exist, the recoverable amounts of such assets are
estimated and impairment losses or reversal of impairment losses are recognized in the profit
and loss account. Reversal of impairment loss is restricted to the original cost of the asset.

3.8 Stores, spares and loose tools

These are stated at cost less provision for slow moving and obsolete stores and spares. Cost
1s determined on average cost method. Items 1n transit are valued at cost comprising invoice
values plus other charges incurred thereon.

3.9 Stock-in-trade

Raw and packing materials are valued at lower of cost, determined on first 1n first out basis
and net realizable value. Items in transit are valued at cost comprising invoice value plus other
charges incurred thereon accumulated to the balance sheet date. Stocks of semi-finished and
finished products are valued at lower of cost, determined on lower of cost, and net realizable
value. Cost in relation to semi-finished and finished products represents cost of raw materials,
wages and appropriate charge for completion.

3.10 Trade debts

These are recognized and carried at original invoice amount less an allowance for uncollectible
amounts. An estimate for doubtful debts 1s made when collection of the full amount is no
longer probable. Debts considered irrecoverable are written-off when identified.

3.11 Loans, advances and other receivables
These are stated at cost less provision for any doubtful receivables.

3.12 Provisions
A provision 1s recognized 1n the balance sheet when the company has a (legal or constructive)
obligation as a result of past event and it 1s probable that an outflow of resources embodying
economic benefits will be required to settle the obligation (and a reliable estimate can be made

of the amount of obligation).

3.13 Trade and other payables

Liabilities for trade and other amounts payable are recognized and carried at cost which is
the fair value of the consideration received, whether or not billed to the Company.

3.14 Financial Instruments

Financial assets and financial liabilities are recognized when the Company becomes a party
to the contractual provisions of the instrument. The particular recognition methods adopted
are disclosed 1n individual policy statements associated with item.
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3.15 Offsetting of financial assets and financial liabilities

A financial asset and a financial liability is offset and the net amount is reported in the balance
sheet 1f the Company has a legally enforceable right to set off the recognized amounts and
intend either to settle on a net basis or to realize the asset and settle liability simultaneously.

3.16 Borrowing costs

Borrowing costs are recognized as an expense in the period in which they are incurred except
where such costs are directly attributable to the acquisition, construction or production of a
quahtying asset in which case such costs are capitalized as part of the cost that asset. Borrowing
costs 1ncludes exchange differences arising from foreign currency borrowings to the extent
these are regarded as an adjustment to borrowing costs.

3.17 Cash and cash equivalents

For the purpose of cash flow statement, cash equivalents consist of cash in hand and balance
with banks.

3.18 Revenue recognition

- Sales are recorded on dispatch of goods.
- Export rebate 1s recognised on accrual basis.
- Research & development support is recognised on accrual basis.

Return on bank deposits is accrued on a "time proportion" basis by reference to the principal
outstanding and the applicable rate of retumn.

Research and Development Support

The Government of Pakistan vide Research and Development Support order dated 18th May,
2005 and subsequent amendments therein, have provided to the textile garments units, the

support at the rate of 6% of FOB value under chapters 61 and 62 of the Pakistan Custom
Tanft.

State Bank of Pakistan (SBP) vide 1ts circular No. FEOD/20679/R&DS-103-08 dated 23rd
June, 2008 1ssued instructions refer note no. 18.1.

The Company accounts for the Research and Development Support on accrual basis and
spends the same on product and skill development, training consultancy and up-gradation of
information and technology.

3.19 Dividend and appropriation to reserve

Dividend declared 1s recognised as a liability in the period in which it is approved by the
Directors and Shareholders.

3.20 Earnings per share

The Company presents basic and diluted earnings per shares (EPS) data for its ordinary shares.

Basic EPS is calculated by dividing the profit or loss attributable to ordinary sharcholders
of the Company by the weighted average number of ordinary shares outstanding during the
period. Diluted EPS 1s determined by adjusting the profit or loss attributable to ordinary share
holders and the weighted average number of ordinary shares outstanding for the ctfects of all
dilutive potential ordinary shares.
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3.21 Transactions with related parties

Sales, purchases and other transactions with related parties are carried at arms length commercial

basis.

ISSUED, SUBSCRIBED AND PAID UP CAPITAL

3,990,900 Ordinary Shares of Rs.10/= each
fully paid 1n cash
9,100 Ordinary Shares of Rs. 10/= each
1ssued as fully paid bonus shares
4,000,000

TRADE AND OTHER PAYABLES

Creditors

Advances from customers
Accrued expenses

Withholding tax payable

Worker's Profit Participation Fund
Unclaimed salaries

Unclaimed dividend
Staff Provident Fund

WORKER'S PROFIT PARTICIPATION FUND

Balance at the beginning of the year
Distribution during the year

Allocation tor the year
Interest for 2008-2009

SHORT TERM BORROWINGS- Secured
NIB Bank Ltd.

Finance against packing credit

Letter of credits

Payment against documents

Finance against imported merchandise
Advance against foreign bills purchased

7]

2009
RUPEES

Note

39,909,000

91,000

40,000,000

25,746,063
4,590,303
9,167,265

1,193

5.1 491,395
62,260

400,620

16,988

40,476,087

207,542

207,542

250,646
33,207

491,395

6.1 55,000,000
6.2 20,037,155

6.3 7,518,932

82,556,087

2008
RUPEES

39,909,000

91,000

40,000,000

32,264,412
5,488,000
5,869,302

6,125
207,542

400,620
19,206

44,255,207

642,320
(642,320)

207,542

207,542

30,000,000
9,952,911
1,857,023
4,783,108
7,737,542

54,330,584
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6.1 (a) The above finance is secured against equitable mortgage of Rs. 57.00 million over fixed
assets of the Company including land, building, plant & machinery located at their factory
at Plot no. 26 & 26/1, Sector 12-D, North Karachi Industrial Area, Karachi.

Valid firm export contracts and / or letters of credit under lien at least equal to the amount
of FAPC-V/II outstanding at any time.

(b) The finance carries mark-up @7.50% per annum.
(c ) Sanction limit : Rs 55 million upto 31-08-2009

6.2 - Istregistered Hypothecation charge of Rs.65.00 million over stocks of fabrics, woven
& knitted garments comprising finished, semi finished and raw material with 25% margin.

- Nil cash margin on SLC/ULC or as per SBP margin requirement whichever is high.
- Lien over import documents.

- Accepted Bill of exchange.

6.3 -  Lien on export documents under export SLC/ULC of top tanking banks at nil margin.
2009 2008
Note RUPEES RUPEES
LOAN FROM OTHERS

LLoan 992,827 642.257

This represents an interest free loan from Mr. Kausar, an unrelated person, it is unsecured and is
repayable when asked for.

CONTINGENCIES AND COMMITMENTS
Contingencies

- There has been no contingency as at the balance sheet date.
Commitments

- Capital expenditure commitment amounts to Rs. 0.5 million (2008: 5.285 million )
- Revolving 1.Cs for export and import of goods amount to Rs. 125.62 million ( 2008: Rs.

153 million ) FBP.
PROPERTY, PLANT AND EQUIPMENT

Tangible

Operating fixed assets 9.1 50,501,792 58,329,517
Capital work-in-progress - ctvil works - 1,735,000
Intangible

Computer Software 9.2 142,776 178,469

50,644,568 60,242,986
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9.1 SCHEDULE OF PROPERTY, PLANT & EQUIPMENT

( Figures in Rupeas |
OPERATING FIXEDASSETS | COST ~ [ADDITIONS/| DELETION| ASON | RATE | ACCUMULATED] DEPRECIATION] DEPRECIATION[ACCUMULATED | NET BOOK
01.07.2008 | TRANSFER | 300609 | % | DEPRECIATION ON  |DEPRECIATION | VALLE
| 01072008 DELETION | 300609 | 308609
caschold lnd 754070 TS0 2840 0% - - 44070
Bulding on easchold land 2485139 - 248519 % BI6SYE G40 - 90T 155171
lantand machirery B3 22900 BN 3609539 0% 17T 2309 0142 1447955 2161580
lectneal apphances 4497795 169,000 : 4,006,795 10% 1,693,704 287,368 : 1981272 2683503
iialaions and fitings 544659 - S Y 0% 408 341 1363 : DI 168
Fumiture and fixmures 1,258,863 - | 258,863 % 628 427 63,044 - 691471 NURL)
Motor vehicle 81555 4500,00 SN 511552 S SN X 1 5 S W 1A - 5209454 81.07)
Ofice and otherequipment 004214 53000 3G % LISSA8 1866 - 300 16682
BSOS L0 TIRON RO TSN A6 M SIAM SiRad
Finance Lease
lant and machinery 2005000 (20500 - - 10% 386,650 - 6650 136650
June 3, 200 BB AN IR MO - RIS S0 01 BSeM S
Ture 30, 208 BIGHS IJREK 690 BABSHS - BAMM AR B0 BISKID NS
9.2 INTANGIBLE ASSETS
Software
June 30, 2009 295,000 : B0 0% 1653 I LA
fure 30, 2008 295 000 LB 71914 Mgl7 Y
9.1.1 ALLOCATION OF DEPRECIATION June 2009
DEPRECIATION CHARGED TO BASIS RUPEES
COST OF SALES 70% 3,858,092
ADMINISTRATION 30% 1,653,468
5,511,560
DISPOSAL OF FIXED ASSETS
[PARTICULARS - COST ~ ACCDEP  BOOKVAL SALESVAL (GAIN)Loss by negotiation
Sale of Plot at Port Bin Qasim 7,250,000 - 7250000 10,000,000 2,750,000 Ismail Industries Ltd. 17,
Banglore Town

Shahrah-¢-Faisal Karach

05 old snap butlon machines 148,000 60,142 87,858 22,500 (65,358)  Master apparet R-3,
Street 9/A, Sector 15-B
near Y2K

7,308,000 60,142 7337858 10,022,500 2,684,642
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2009 2008
Note RUPEES RUPEES
10 LONGTERM DEPOSITS
Security Leasing Corporation Limited - 203,500
11 STOCK IN TRADE
Raw materials and accessories 15,667,406 14,594 847
Work 1n process 19,874,999 26,604,656
Finished goods 16,980,084 17,552,973
52,522,489 58,752,476
12 TRADE DEBTORS —_— —
Considered good
Unsecured
Exports 23,128,620 7,737,542
23,128,620 7,737,542
13 LOANS AND ADVANCES
-Considered good
-Unsecured
Loans to Staff- unsecured 615,726 678,637
Advances - Considered good
- for raw materials 11,736,407 9,888,219
- for expenses 874,754 2.131.279
- for supplies and services 27,553,180 1,012,014
40,780,067 13,710,149
14 DEPOSITS AND PREPAYMENTS
Deposit refundable - Custom House - 600,000
Prepaid insurance 502,063 219,512
502,063 819,512
15 OTHER RECEIVABLES
- Considered good
Export rebate receivable 1,070,021 329,363
R & D receivable from SBP 18.1 1,036,133 3,890,057
Others 150,568 248 918
2,256,722

4,468,338
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17

18

TAX REFUNDS FROM GOVERNMENT

Withholding tax others
Sales tax

CASH AND BANK BALANCES

(‘ash in hand

(Cash at banks
-In current accounts
-In deposit account

SALES

Exports
Export rebate
Research and development

SAFA TEXTILES LIMITED

2009 2008

Note RUPEES RUPEES
644,717 499 332
414,661 490,789
1,059,378 990,121
17,103 1,665
5,561,649 1,055,962
2,512 3,172
5,564,161 1,059,134
5,581,264 1,060,799
393,278,629 346,502,645
1,151,395 647,637
18.1 840,813 20,271,929
395,270,837 367,422,211

18.1 State Bank of Pakistan (SBP) vide its circular No. FEOD/20679/R&DS-103-08 dated 23rd
June, 2008 decided, while working in collaboration with Finance Division, that after 30-06-
2008, SBP BSC (Bank), field offices will not make payment of the subsidy amount directly to
any beneficiary. All payments of subsidy claim duly confirmed / verified by SBP BSC (Bank),
Field Offices will be considered for payment on receipt of authorization of Finance Division.
Atter recerving the debit authority from Finance Division, SBP BSC (Bank), Field Offices can
debit the Government account for the payment of subsidies under intimation to Finance Division

and AGPR.

During the year the Company claimed R&D as against S.B.P circular No. FEQOD/44270/DIR-

103-08 dated 22nd November, 2008.
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19.1

19.2

COST OF SALES

Raw materials consumed
Accessories
Packing materials consumed

Salaries, wages and other benefits
Cutting and stitching charges
Conversion cost

Stores and spares

Fuel and power

Repair and maintenance

Water charges

Travelling

Cartage

Depreciation

Work in process - opening
- closing

Cost of goods manufactured

Finished goods - opening
- closing

Raw materials consumed

Opening balance
Purchases during the year

Closing balance

Accessories

Opening balance
Purchases during the year

Transfer-inn from packing material

Closing balance

32]

SAFA TEXTILES LIMITED

Note

19.1
19.2
19.3

19.4

19.3

2009
RUPEES

168,717,052
40,720,448
9,625,557

219,063,057

14,753,378
66,288,651
26,608,030
2,559,065
4,880,610

3,023,841
177,365
863,250
865,258

3,858,092

123,877,540

26,604,656
(19,874,999)

6,729,657

349,670,254

17,552,973
(16,980,084)

572,889

350,243,143

9,181,943
166,709,652
175,891,595

(7,174,543)

168,717,052

5,153,811
43,727,311

48,881,122
(8,160,674)

40,720,448

2008
RUPEES

140,803,613
53,774,803
10,736,752

205,315,168

12,906,750
67,377,732
29,556,796
2,558,508
3,753,411
4,087,268
188,955
820,019
283,731
3,408,335

124,941,505

37,980,514
(26,604.656)

11,375,858

341,632,531

4.256,904
(17.552,973)

(13.296,069)

328,336,462

12,282.905
137.702.651
149,985,556

(9.181.943)

140.803.613

4,252,188
53.550.462
1125964
58.928.614
(5.153.811)

53,774,803
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19.3

19.4

20)

21

Packing Materials

Opening balance
Purchases during the year
Transfer out to accessories

Closing balance

Store and Spares

Opening balance
Purchases during the year

Closing balance

DISTRIBUTION COST

Shipping and clearing expenses
Travelling
Postage & courier

ADMINISTRATIVE EXPENSES

Director's remuneration
Salaries and other benetits
Printing and stationery
Telephone, telex and postage
Rent, rates and taxes
Canteen expenses

Newspapers, subscription and advertisements

Utilities
Travelling and conveyance

Repair and maintenance and service charges

Computer expenses

L.egal and professional fee

Auditor's remuneration

Insurance premium

Depreciation

Miscellaneous expenses

Skill development and training expenses

33]

SAFA TEXTILES LIMITED

Note

19.2

21.1

2009
RUPEES

259,093
9,698,653

9,957.746
(332,189)

9,625,557

313,654

2,475,238

2,788,892
(229,827)

2,559,065

6,412,423
1,383,020
566,240

8,361,683

27 2,760,000
12,064,484
350,224
660,650
345,167
449,205
154,370
265,185
758,804
2,545,717
161,220
88,500
290,100
699,922

9 1,653,468
4,077,048

27,324,064

2008
RUPEES

3,819,688

8,302,121
(1,125.964)
10,995,845

(259,093)

710.736.752

308,626
2,563,537

2,872,163
(313,655)

2,558,508

4,905,915
1,047,632
439,987

6,393,534

2,040,000
10,021,034
197,080
775,374
306,785
314,833
79,956
207,653
536,574
1,411,363
250,617
62,720
257,625
367,918
1,460,715
14,224
4,467,455

22,771,976
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2009 2008
Note RUPEES RUPEES
21.1 AUDITOR'S REMUNERATION
Audit fee 160,000 140,000
Half yearly review 50,000 40,000
Code of Corporate Governance - certification 40,000 30,000
Out of pocket expenses | 40,100 27,625
Other professional charges - 20,000
290,100 257,625
22  OTHER CHARGES
Workers Profit Participation Fund 250,646 207,542
Interest for 2007-2008 33,207 -
283,853 207,542
23 FINANCE COST
Mark-up on borrowings 2,610,391 2,353,753
Bank charges 2,293,149 3,153,655
4,903,540 5.507,408
24 OTHER INCOME
Gain / (Loss) on sale of property, plant and equipment 2,684,642 (238,247)
Sale of waste stock 101,304 108.612
Foreign exchange Gain/(loss) 506,433 (132.353)
3,292,379 - (261,988)
25 TAXATION
- Current year 3,928,573 3,516,192
3,928,573 - 3,516,192
26 EARNING PER SHARE - basic and diluted
Net profit for the year after tax 3,518,360 427,109
Average ordinary shares in issue during the year  (Number) 4,000,000 4,000,000

Earning per share (Rupees) 0.88 0.11
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—————————————————— SAFA TEXTILES LIMITED

27. REMUNERATION OF CHIEF EXECUTIVE AND DIRECTORS

Chief Executive
2008
Remuneration 740,000 560,000 800,000
House rent and other allowances 370,000 280,000 400,000

Total 1,110,000 840,000
Number of persons

Directors are entitled for Company maintained vehicles.
No executives employed by the Company as defined in Clause 2(111) to the 4th schedule of Companies
Ordinance, 1984 tor the year ended June 30, 2009 and June 30, 2008 respectively.

28 FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES

28.1 Financial asset and liabilities

The Company's exposure to yield/markup can be e¢valuated from the following schedule:

2009
Non-Interest / Mark- . B
o n;res‘ GREP Interest bearing Total
caring
Maturity Maturity | Ma-turity | Maturity B
upto one after one | upto one after one 2009 | 200X
year | year ~year _year
Financial assets -
Trade Debtors 23,128,620 : : - 23,128,620 7.737.542
[.oans and advances 40,780,067 : - - 40,780,067 3,821.930
Deposits and prepayments 502,063 - . - 502,063 600.000
Other recelvables 2,256,722 - - - 2,256,722 4,468 338
Cash and bank balances 5,5?_8,752 - 2,512 - 5,581,264 1,059.134
72,246,224 - 2,512 - T2248,736 17,686.944
Financial liabilities
Trade and other payables 40,476,087 - - 40,476,087 44,362.604
Accrued mark-up 079,623 979,623 -
Lease finance - - - : - 329,588
Short-term finances - : 82,556,087 - 82,556,087 54,330.584
[Loan from others 992 827 : - - 992,827 642.257
41468914 - 83535710 - 125004,624  99,665.033
On Balance sheet gap 30,777,310 : (83,533,198) - (52,755,888) (81,978.089)
For cifective interest rate please refer to note 5 .
2I ANNUAL REPORT
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2008
Non-lngeres_t / Mark-up Interest bearing Total
earing | o - -
Maturity Maturity| Maturity Maturity
upto one after one | upto one after one 2008 2007
year year year year

Financial assets |
Trade debtors 7,737,542 - : . 7,737,542 -
[Loans and advances 3,821,930 - : - 3,821,930 451,871
Deposits 600,000 - - : 600,000 600,000
Other receivables 4,468,338 : : : 4,468,338 5,771,694
Cash and bank balances 1,055,962 - 3,172 - 1,059,134 4,286,630

17,683,772 - 3,172 - 17,686,944 11.110.195
IFinancial libilties
| .ease finance - - 329,588 : 329,588 1.015,951
Short-term finances - : 54,330,584 - 54,330,584 44,290,165
[.oan from others 642,257 : : : 642,257 -
Trade and other payables 44,362,604 - - 44,362,604 38,207,164

45,004,861 - 54,660,172 - 99,665,033 83,513,280
On Balance sheet gap (27,321,089) : (54,657,000) - (81,978,089) (72,403,085)

28.2 Fair value of financial assets and liabilities

The carrying value of all financial assets and liabilities reflected 1n the financial statements approximates
their fair value.

28.3 Financial risk management objective

The Company's activities expose it to a variety of financial risks , including the effect of changes
in foreign currency rates, credit and liquidity associated with various financial assets and liabilities
respectively as referred to in note no 28.1 . The Company finances its operations through equity and

bank facilities.

(a) Foreign exchange rate risk management

Foreign currency rate risk arises mainly where receivables exist due to transactions entered
into foreign currencies. The Company is exposed to foreign currency risk on sales that are
entered into a currency other than Pak Rupees, (note no.18). The Company does not use any
instrument to hedge its risk as the amount receivable at any time 1s immatenal.

(b) Credit risk management

Credit risk represents, the accounting loss that would be recognised at the reporting date, 1t
counter parties fail completely to perform as contracted. The company 1s not exposed to major
concentration of credit risk and manage its exposure to credit risk by making export sales
against letters of credit at sight and making appropriate provisions for doubttul receivables,
where it considers necessary, (note no. 12).
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(¢)  Liquidity risk

Liquidity risk is the risk that an Company will not be able to meet its financial obligations
as they fall due. The Company's approach to managing hiquidity 1s to ensure as far as possible
to always have sufficient liquidity to meet its liabilities when due. The Company is not
materially exposed to liquidity risk as substantially all obligations / commitments of the
Company are short term 1n nature and are restricted to the extent of available hiquidity. In
addition, the Company has obtained running finance facilities from various commercial banks
to meet any deficit, if required to meet the short term liquidity commitments.

29 RELATED PARTY TRANSACTIONS

The related parties comprise of subsidiary , associated companies, directors of the Company, key
management personnel and staff retirement fund as identified in Companies Ordinance, 1984. Details
of transactions with related parties, other than those which have been specifically disclosed elsewhere
In these financial statements are as follows:

2009 2008
RUPEES RUPELS

Rent for the Marketing Office 450,000 300,000

30 CAPACITY AND PRODUCTION

The production capacity of the Company cannot be determined because of processes involved and
variation in sizes, styles and texture of cloth etc.

31 DATE OF AUTHORIZATION FOR ISSUE

These tinancial statements were authorized for issue on 10th September, 2009 by the Board of
Directors of the Company.

32 GENERAL
- Figures have been rounded off to the nearest rupee.

- Figures, where necessary, have been reclassified.

Chief Executive Chief Financial Officer Director
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PATTERN OF SHAREHOLDING
AS ON JUNE 30, 2009

SHARE HOLDING

NUMBER
OF
SHARE HOLDERS

—-—Mr—-Mr—-mwr—-\Dm&t

102

ADDITIONAL INFORMATION REQUIRED BY SECP

DESCRIPTION

FROM

] -
101 -
501 -
1,001 -
25,001 -
125,001 -
140,001
170,001 -
200,001 -
375,001 -
400,001 :
700,001 -
850,001 -

. Associated Companies, undertaking and related parites;

NIT and ICP

ri | -2

(name wise detailes);

Directors, CEO and their spouse and their minor children

TO

100

500
1,000
5,000
30,000
135,000
150,000
200,000
230,000
400,000
450,000
750,000
900,000

TOTAL
SHARE
SHELD

3,820
15,780
5,000
22,000
2°7,000
259,000
300,500
175,000
422,700
399.300
300,300
703,900
360,200

4,000,000

NO. OF

NAME DESIGNATION RELATION
l.Syed Igbal Husain Chief Exevutive 1
2. Mrs. Farhat Igbal  Director W/o. S. Igbal Husain |
3. Mr. Adnan Igbal Director S/0. S. Igbal Husain l
4. Syed Tariqg Husain  Director S/0. S. Igbal Husain 1
5. Mrs. Seema Adnan Director W/o. S. Adnan Igbal 1
6. Mrs. Sabeen Tariq  Director W/o. S. Tariq Husain 1
7. Miss Hamna Husain Director - |
1. Executives: -
*.  Public sector campanies and corporation. -
*. Joint Stock Companies 4
5. Banks development financial institution non-banking finance institutions l
ALIED BANK LTD.
7. Share holder holding ten percent or more voting interest in the listed -
company.
X.  General Public INDIVIDUALS 190(?2
102

3]

SHARES | Prccentage
NIL
NIL
708,900 17.72
399,300 9.98
400,300 10.01
400,500 10.01
146,500 3.66
144,000 3.60
126,000 3.15
NIL NIL
NIL NIL
5,000 0.13
860,200 21.51
NIL NIL
309,300 20.23
4,000,000 100
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FORM OF PROXY

Plcase Quote

Folio No. No. of Shares Held.
I/'We - of
(full address) being a member of SAFA TEXTILES LIMITED
hereby appoint o o o of
_ (tull address) or failling him

of (full

address) as my / our proxy to attend and vote for my / our behalf at the 24th Annual General Meeting of

the Company to be held at 12:00 noon on Wednesday, 21st October, 2009 at Carlton Hotel, Zulfiqar Street,

Phase-VIII, D.H.A., Karachi and at any adjournment thereof.

As witness my / our hands this o day
of o o ___1n the presence of
Please Affix
Revenue stamp
of
Rs. 5.00
(Witness)

(Signature of Member
must be 1n accordance
with the specimen
signatures registered with
the Company)

This form of proxy, duly completed and signed across revenue stamp of Rs. Five must be deposited at the
Company’s registered office not less than 48 hours before the time of holding of Annual General Meeting.
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