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Notice of Annual General Meeting

Notice is hereby given that the 60th Annual General Meeting of the Shareholders of FPATEH TEXTILE MILLS LIMITED
will be held on Friday the 30th November 2012 at 09.00 a.m. at the Registered Office of the Company at Hali Road, SI.T.E.,
Hyderabad for the purpose of transacting the following business:

1.

2,

To confirm the minutes of the Annual General Meeting of the Company held on 31st October 2011,

To receive, consider and adopt the audited accounts of the Company for the year ended June 30, 2012 together with
the Dircetors' and Auditots' Reports thercon.

To declare Cash Dividend (@ 5% as recommended by the Directors for the year 2011-2012,
To appoint Auditors for the year ending June 30, 2013 and to fix their remuneration.

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

By Ordet of the Board
For FATEH TEXTILE MILLS LIMITED

Mol

MUHAMMAD NADEEM AQEEL
Company Secretary

HYDERABAD: 9th November 2012

NOTES:

1.

(&%)

The Share Transfer Books of the Company will remain closed for 7 days from 24th to 30th November 2012 (both days
inclusive). Transfer received at our Share Registrar Office M/s. Technology Trade (pvt) I.td, Dagia House, 241-C, Block-
02, PE.C.H.S§, Off Shahra-c-Quaideen, Karachi, at the closc of business on 23rd November 2012 will be treated in time
for the purpose of above entitlement to the transferces.

A member eligible to attend and vote at this meeting may appoint another member as his/her proxy to attend and vote
instead of him/her. A proxy must be a member of the Company (except for a corporation).

Proxies in order to be effective must be teceived by the Company at the Registered Office notlater than 48 hours before
the time for holding meeting,

Shareholders who have deposited their shares into Central Depository Company of Pakistan Limited under Central
Depository System (CDS) must bring their original National Identity Card (NIC) or Original Passport along with their
account number in CDS at the time of attending the meeting, If proxies are granted by such sharcholders the same must
be accompanied with attested copies of the CNIC or the Passport of the beneficial owners. Representatives of
corporate members should bring the usual documents required for such purpose.

Shareholders are requested to immediately notify the Share Registrar of the Company change of their address, it any.

With reference to the notification of SECP, SRO 831(1) /2012 Dated: 05.07.2012 which requires that dividend warrant
should bear CNIC of the members or their authorized person, Members who have not yet submitted photocopy of their
CNIC are requested to send the same to the Share Registrar of the Company at the carliest. None compliance of the
above, the company may be constrained to withhold dividend warrants. Corporate entities are requested to provide copy

of N'TN certificate.




(]

Certificate of Registration

[\ IMOODY
4 INTERNATIONAL

This is to certify that the
Quality Management System of:

FATEH TEXTILE MILLS LTD.
69, A/4, S.L.T.E,
HYDERABAD — PAKISTAN

has been assessed and found compliant with the requirements of

ISO 9001:2008

Approval is hereby granted for registration on the proviso that the
Certification rules and conditions are observed at all times.

Certification Scope:

MANUFACTURERS AND EXPORTER OF DYED/PRINTED FABRIC, BEDWARE
ITEM, QUILTED ITEMS, COMFORTERS, READYMADE GARMENTS,
POLYESTER FIBER WADDING, TOWEL & TERRY ITEMS.

Certificate No. 05060

Issue Date:  March 26, 2012

Expiry Date:a. March 05, 2015

4,

Authorised Signature

Moody International Certification Ltd.
www. moodyint.com

The use of the Accreditation Mark indicates accreditation in respect of those activities covered by the Accreditation Certificate 014,
The certificate remains the property of Moody International Certification Limited to whom it must be returned on request
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Vision
Fateh to be the first choice of customers in international

textile market and to make the Fateh brand globally known

for quality products with innovative design capabilities.

Mission
To be a market leader in textiles specially in bedwear items.
Our mission is to exceed our customers' expectations by
producing quality products employing state-of-art/latest
technology, international best practices and an integrated
approach to manufacturing technology, contributing to the
economic growth of the nation by increasing exports and

earning foreign exchange for our Country.




Directors' Annual Report to the Members

The Directors of your Company have the pleasure to welcome you in this 60th Annual General Meeting of the Company and
take this opportunity to present you the Audited Accounts and Auditors' Report to the Members thereon and Review Report
to the Members on Statement of Compliance with best practices of Code of Corporate Governance, together with notes
forming part thereof for the financial year ended on June 30, 2012,

GENERALOVERVIEW

Our nation has been witnessing numerous domestic and external distresses since last many years. The incessantly steep rise in
international oil and other commodity prices, the internal security hazards and repeated disaster in the form of successive
floods have buffet the macroeconomic strategy. Domestically, the difficult security situation and the energy crises have
combine to drastically impact the national economic growth.

The textile industry maintains that there are a number of factors that account for the decline in our textile exports including
ongoing massive load shedding, the law and order problems and a tariff structure and their basic recommendation is to extend
subsidics in the form of lower or zero tariffs and to motivate the commercial counselors of our embassies to proactively seek
orders for their products.

OPERATING RESULTS:

During the year under review, your Company managed to achieved a turnover of Rs.2,684.459 million as compared to
Rs.2,825.315 million, about 5% less as compared to the corresponding period of last year results which is primarily due to the
escalating of input cost that slash the gross profit margin which stood at Rs.278.922 million.

Cost of Sales was increased, which mainly attributes to increasing trend of raw material, power and gas tariffs, hitting
astronomical highs, therefore decline gross margin thus putting upward pressure on the costs besides increase in other input
cost.

Other income was increased considerably due to provision of exchange gain difference. Financial charges have significantly
declined by Rs.455.093 million, since NBP has filed recovery suit before Sindh High Court no markup has been provided and
legal advisor and management of the company in light of various orders of superior courts believe that no markup is payable
and that only the Cost of Fund will be applicable in this case {ref: Note No.29.1). Other charges rose which mainly pertains to
write off of stock, R&D supportand other general items,

After provision of current and deferred taxation the profit stood at Rs.4.125 million. The earnings per share worked out to
Rs.3.30 per share.
Tollowing are appropriations:

Profit before taxation Rs. 12,125 million

Taxadon

Current Rs. 10.000 million

Deferred Rs.(2.000 million) Rs. 8.000 million

Profit after taxation Rs. 4.125 million

Un appropriated profit brought forward Rs.46.958 million

Less Dividend Paid Rs. 1.250 million
Rs.49.833 million

DIVIDEND:

It has always been policy of the company to distribute as much return to the membets as possible. Therefore, your Directors
despite the financial constraints faced by the company have recommended a final cash dividend @5%.

The final cash dividend @5% is proposed to be paid to all such sharcholders of the company whose names appear in the
company's register as on 24th November 2012.

MERGER SCHEME:

Your Company's merger plan of absorption of two of its associated undertakings with the object of strengthening its financial
resources, tesort to economy in cost and saving in taxation is pending with the Honorable High Coutt of Sindh, Karachi for
approval.




COALFIELD:

The 30-years coal mining lease at Lakhra coalfield over an area of 8626 acres was awarded to the company by the Government
of Sindh (Go8) vide Notification dated 14.12.05 for the development and establishment of: (a} coal mining (b) coal washing
plantand (c) power plant up to 200 MW,

The first 2-phases of the mega project are moving satisfactorily. The delay in establishment of the power plantis due to default
on the part of GoS/Sindh FDJI Authority (SFA) for fulfilling its duties enumerated in the MoU dated 17.5.2005 (Ref Note
No.16). The company's plan to import 30 MW coal fired power plant was also suspended as no ancillary support extended by
the Government of Sindh, However, the Company enjoys government's permission for sale of surplus coal till functioning of
the power plant.

CHANGES IN BOARD:

During the year Mr. Assadullah Barkat resigned from the Board of Directors as well as Chief Executive of the Company. The
Board of Directors therefore appointed Mr. Hamid Mehmood Nasir as Director on the Board in his place and Mr.
Muhammad Saleem, who was already serving as Director on the board, appointed as Chief Iixecutive of the Company for the
remaining period of outgoing CEO.

Further Mr, Hamid Mehmood Nasir resigns and My, Hasinuddin has been appointed as Director on the Board.

SOCIAL HEALTH AND HUMAN RESOURCES

The Company is aware of its duty in respect of health which is one of the most important components of Corporate Social
Responsibility. The Group is actively participating in the Social and Health uplift in the city of Hyderabad. In order to ensure
the safety of all our employees the Company established a Hospital with qualified Doctor and Compounders, is working in the
Mills round the clock. Besides this the employees are covered under the government Social Security Scheme. The Group is also
running two charitable Hospitals in the city to provide medical facilities to poor ailing people.

The Human Resource policy based on fairness, merit and on equal opportunity. Further the Company pays considerable heed
to enhancing the employees' productivity, which results towards organizational effectiveness. The Company maintains a high
standard of working environment.

Human Capital is one of the center focuses for the management of your Company. Substantial efforts were made in
developmentof human resources, Human Resource Departmentdevelops the key competencies that enable the employees in
organizations to perform current and future jobs through planned learning actvities.

ENVIRONMENTALPOLICY

We ate very conscious about the environmental conditions not only in the Plants but also in the adjoining atea and all
efforts are made to keepand maintain the environmental conditionin a befitting manner. Big Plantationis done in
the Factories area and beautiful grass-lawns, Mosque, play ground, canteen ete., are provided for the employees to
make them fit to their work. Adequate arrangements are made to dispose off industrial waste to avoid pollution and
degradation.

FUTURE PROSPECT:

The unstable security situation, the shortage and high costs of energy are the chief elements posing big threat to the textile
industries at large and ir feels that difficult business environments are likely to carry on in the future and the profitability will
remain under pressure which should have to meet with endurance and persistent efforts. As a part of your Directors' efforts to
take every possible step in order to improve yields, quality products and to achieve better working efficiency, the production of
spinning units resumed during the year undet review. Further the Company has signed agreement with Askari Bank Limited
whereby various financial fac111 ties has been converted into the term finance loan refer note 7.3. Further that your Company
has also commenced selling of electricity to HESCO which is one of the strategies for diversifying business option where we
gotencouraging symptom and sees it a profitable business operation.

§




AUDITORS' OBSERVATION

@)

(b)

The recession in the global market during recent past caused for delay in realization of export proceeds, however, the
recovery is being made from these past due debtors is quite encouraging (refer No 20.3). The State Bank of Pakistan
(SBP) is therefore, taking lenient view in regard to enforcement of T'oreign Exchange Regulations and is allowing
extension in repatriation of exportdebts.

The gain on ABL shares have not been taken to 'Statementof Changes'in equity' since management has decided that
these shares should remain atits cost price till the outcome of suitand countersuitin the High Court of Sindh,

CORPORATE GOVERNANCE
The statement of compliance with the best practices of Code of Corporate Governance is annexed.

CORPORATE AND FINANCIAL FRAMEWORK
In compliance with the Code of Corporate Governance, the Board is committed to maintain the Corporate Governance in
latter and spitit. Foliowing are the statements on Corporate and Financial Reporting Framework.

(a) The financial statements, prepared by the management of the listed company, present its state of affairs fairly, the
result of its operations, cash flows and changes in equity;

(b) Properbooks of account of the listed company have been maintained;

(c} Appropriate accounting policies have been consistently applied in preparation of financial statements and
accounting estimates are based on reasonable and prudent judgment;

(d) International Financial Reporting Standards, as applicable in Pzkistan, have been followed in preparation of financial
statements and any departutes there from has been adequately disclosed and explained,;

(e) Thesystem of internal controlis sound in design and has been effectively implemented and monitored; and

(f) There are no significant doubts upon the listed company's ability to continue as a going concern.

(¢) Keyoperatingand financial data of last six years in a summarized form is annexed.

(h) Ourstanding taxes and levies (if any) have been adequately disclosed in the financial statements.

(i) The Company operates an unfunded gratuity scheme for its all eligible employees. Obligations under the scheme are
provided annually. The provision is adjusted triennially.

() During the year, seven Board and four Audit Committee Meetings were held as per following attendance;

BOARD MEETINGS

Name of Director Meetings attended
Mr. Gohar Ullah 5
Mt. Assadullah Barkat 1 {Resigned)
My Humayun Barkat 2
Mr. Magsood Ahmed Khan 6
Mz Muhammad Salcem 7
Mr. Muhammad Ayub (NI'T Nominee) 2
Mr. Soofi Taj Muhammad 7
Mt. Hamid Mehmood Nasir 2 {Appointed)

(Leave of absence was granted to Directors who could not attend some of the Board Meetings).




AUDIT COMMITTEE MEETINGS
Name of Director Meetings attended

Mr. Gohar Ullah

Mr. Humayun Barkat

Mr. Magsood Ahmed Khan
Mr. Soofi Taj Muhammad

(Re-appointed)
(Appointed)

S R SR N

(k) During the year Mr. Humayun Barkat attended training program held by  Pakistan Institute of Corporate
Governance.

() During the vear Sale/ Purchase made by the Directors are as follows.

Purchase Sale Balance
Mr. Hamid Mchmood Nasir 2500 0 2500

AUDIT COMMITTEE:
The Board of Directots in compliance to the Code of Corporate Governance has established an Audit Committee. The
names of its members atre given under Company Information.

PATTERN OF SHAREHOLDING:
The pattern of sharcholding and the additional information as required by the Code of Corporate Governance is enclosed.

AUDITORS:

As required by the Code of Corporate Governance, the Audit Committee of the Board has recommended the name of M/s.
Rahim Jan & Company, Chartered Accountants, Karachi who retire and being eligible, offer themselves for reappointment for
the financial year ending June, 2013.

COMPANY SHARES:
The Direcrors, CEO, CFO and Company Secretary have not traded in Company's shares during the year except Mr, Hamid
Mehmood Nasir who purchased 2500 shares of the Company.

ACKNOWLEDGEMENT:

We take this opportunity to exptress our gratitude to our members for their continued trust. We would also like to thank all our
customers for confidence and positive feedback that motivate us to further improve our products. The Board extends their
thanks to the company's bankers and the financial institutions for their cooperation.

I wish to endorse my appreciation to the Board Members for the dedicated services, unilinching support and contribution to
the Company. The Board also wishes to place on record the continuous hard work and efforts put up by all the employees for
the business of the Company.

Forand on behalf of the Board ’ O’V\/J'

Hyderabad: October 24, 2012,
: GOHAR ULLAH

Chairman




Statement of Compliance with the Corporate Governance

tor the year ended 30th June 2012

This statementis being presented to comply with the Code of Corporate Governance contained in Regulation No.35 of listing
reguladons of X1 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 contained in the CCG in the following manner:

L

10.

The company encourages representation of independent non-executive directors and directors representing
minority interests on its board of directors. At present the board includes:

Independent Directors w

Executive Directors
Mt. Gohar Ullah
Mr. Muhammad Saleem
Mr. Magsood Ahmed Khan
Mr. Hasimaddin

Non Executive Directors
Mr, Humayun Barkat
Mr. Muhammad Ayvub (NITNOMINEE)
Mt. Soofi Taj Muhammad

The directors have confirmed that none of them is serving as a director on more than seven listed companies,
including this company.

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

Two casual vacancies were occurred on the board and filled up by the directors within stipulated period of time.,

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

The board has developed 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.

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

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

The board arranged a training program for its directors during the year. Further one Director attended training

program held by Pakistan Insttute of Corporate Governance.

The boatd has apptoved appointment of CFO and Head of Internal Audit, including their remuneration and
terms and conditions of employment.




115

14,

15.

16.

17.

18.

19.

20,

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

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

The directors, CEQ and executives do not hold any interest in the shares of the company other than that
disclosed in the pattern of sharcholding.

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

The Audit Committee comprises three members; of whom two are non-executive ditectors and the chairman
of the committee is an executive director.

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

The board has formed an TIR and Remuneration Committee. It comprises three members, of whom onc is
non-executive director and the chairman of the committee is an executive director,

The board has set up an effective internal audit function, who are considered suitably qualified and experienced
for the purpose and are conversant with the policies and procedures of the company.

The statutory auditots of the company have confirmed that they have been given a satisfactory rating under the
quality control review program of the 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 parmers are in compliance with
Internatonal Federation of Accountants (IFAC) guidelines on code of ethics as adopted by the ICAP.

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.

The 'closed period', prior to the announcement of interim/final results, and business decisions, which may
materially affect the market price of company's securities, was determined and intimated to ditectors, employees

and stock exchange(s).

Matetial/ptice sensitive information has been disseminated among all market participants at once through
stock exchange.

We confirm that all other material principles enshrined in the CCG have been complied with

el

Gohar Ullah
Chairman

Hyderabad:October 24,2012
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Pattern of share holding
as at 30th June, 2012

NO. OF . . TOTAL SHARLES

SHAREHOLDERS SR REHDLDING HELD

141 From 1 To 100 12,243

24 From 10 To 500 6,291

4 From 5 To 1,000 3,099

10 From 1,001 To 5,000 29,420

1 From 5,001 To 10,000 6,400

1 From 10,0011 To 15,000 11,847

1 From 40,001 To 45,000 40,200

1 From 55,001 To 60,000 59,500

1 From 90,001 To 95,000 94,050

1 From 105,001 To 110,000 109,900

1 From 110,001 To 115,000 113,250

1 From 120,001 To 125,000 124,013

1 From 130,001 To 135,000 132,600

i From 150,001 To 155,000 151,100

1 From 170,001 To 175,000 171,837

1 From 180,001 To 185,000 184,250

191 1,250,000

S. CATEGORIES OF . SHARES ji
No.| SHAREHOLDERS BUMBERS HELD WAtk
1 Individuals 182 999,635 79.97
2 Investment Companies - 0.00
3 Insurance Companies - 0.00
4 Joint Stock Companies 2 132,800.00 10.62
5 Financial Institutions 6 117,465.00 9.40
6 Modaraba Companies - 0.00
7 Abandoned Properties 1 100.00 0.01
Organization

191 1,250,000 100.00
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Details of Pattern of Shareholding as per Requirement

of Code of Corporate Governance

. . SHARES .
CATEGORIES OF SHAREHOTDERS Yo AGE
HELD

e Associated companies, undertakings and related parties

Barkat Tamited 132,600 10.61
o NIT and ICP

National Bank of Pakistan, Trustee Department 94.649 7.57

Investment Corporation of Pakistan = i
] Directors, CEO and their spouse and minor children

Mr, Gohar Ullah 113,250 906

Mr. Humayun Barkat 151,100 12,09

Mr. Magsood Ahmed Khan 2,500 0.20

Mr. Muhammad Saleem 2,500 0.20

Mr. Soofi Taj Muhammad 2,500 0.20

Mr. Muhammad Ayub (NI'T Nominee) g g

Mr. Hamid Mehmood Nasir 2,500 0.20
-] Hxecutives &
o Public Sector Companies and Corporations -
o Banks, DFls, NBFls, Insurance Companies, Modaraba

and Mutual Punds 228164 1.82
o Administrator, Abandoned Properties, Govt. of Pakistan 100 AN}
-3 Joint Stock Companies 200 0.02
-3 Individuals 725,285 58.02
- Sharcholders holding five percentor motre voting

interest in the listed company

Mr. Inayat Ullzh 171,837 13.75

Mrs, Kulsoom Tnayat 184,250 14.74

Me. Gohar Ullah 113,250 9.06

My, Asad Ullah Barkat 124,013 9.92

Mr. Humayun Barkac 151,100 12.09

Barkat Limited 132,600 161




Key Operating and Financial Data

Fateh

Operating Data 2012 2011 2010 2009 2008 2007
Sales 2684450161 2825314922 2442558005 3050988013 4716081695  6,.280,408315
Cost of sales 2405537526 2282067243 2423990825 2971848461 4272302110 5745212649
Gross profir 2TRI635 543,247,679 18568130 79140452 443779585 544,195,666
Operating profit/(Loss) 216,698,141 479875690 (60098077) (1,541,196 333947783  393,194356
Ptofit before tax 12,124,625 4,951,803 27722147 39,026,362 37,556,385 101,667,425
Profic after tax 4,124,625 2229452 462,147 34026362 8,056,385 530,667,425
Financial Data

Paid-up capital 2,500,000 12,500,000 12,500,000 2,500,000 12,500,000 12,500,000
Fised assets 1760794282 1873015809 2003202631 1995513077  2,140,103,181  2,300,148,442
Long term investment 526,413,819 526,526,968 525701132 524357579 526,032,414 528,134,792
Cuttent assets 6495272020 TS69817830 7267915683 (983245058  6,223.660322  5088.756,126
Current liabilities 4024913046 3049253883 0094404222 5587473433 4620474587  3,403,589,885
Key Ratios

Gross margin 10% 19.23% 0.76% 2.59% 9.41% R.65%
Operating margin 8% 16.98% (2.46%) 0.05%) 7.08% 6.25%
Net profit 0.15% 0.08% 0.19% 1.12% 0.17% 0.81%
Curtent ratio 141 2.07 1.19% 1.25 1.34 1.50
Earning per share (Rupees) 33 1.78 3.70 27.22 6.45 40.53
Cash dividend 5% 10% 15% 10% 10% 75%
Break-up value (Rs./share} 1,234 1,234 1,234 1,230 1,205 1,208
Statistics

Number of spindles 30,720 30,720 30,720 30,720 30,720 30,720
Yatn production into

20/s counts (Kgs) 1,187,992 0 1,244,000 0 2434,122 8,109,229




. Nelsons Chamber, L.I. Chundrigar Road,
Rahim Jan & Co. Faracls4000 PHONES.: Sokaseis | Saaddis
CHARTERED ACCOUNTANTS www.rahimjan.com E-mail : info@rahimjan.com

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 Fateh Textile Mills Limited
(“the company”) to comply with the llHtlllq Regulation of the Karachi Stock Exchange (Guarantee)
Limited, where the Company is listed.

The responsibility for compliance with the Code of Corporate Governance is that of the Board
of Directors of the Company. Our responsibility is to review, to the extent where such compliance
can be objectively veritied, whether the Statement of Compliance retlects the status of the
Company’s compliance with the provision ot the Code ot Corporate Governance and report it
it does not. A review 1s limited primarily to inquiries ot the Company personnel and review of
vartous 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 ot the
accounting and mnternal control systems sutticient to plan the audit and develop an cttective audit
approach. We are not required to consider whether the Board’s statement on internal control all
risk and controls, or to form an opinion ot the eftectiveness ot such controls the company’s
corporate governance procedures and risk.

Further, sub regulation (x) of listing regulation 35 notified by the Karachi Stock Exchange
(Guar: mrtt‘} Limited vide circular KSE/N-269 dated 19 Jmu ary 2009 the company to place before
the board of directors for their consideration and approval of related party transactions distinguishing
between transactions carried out on terms c‘:quimlenr 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
separ ately placed before the audit committee. We are only chuned and have ensured mmpllame
of requirement to the extent of approv al 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 to believe that the
Statements of Compliance does not appropriately retlect the C ompanv compliance, in all material
respects, with the best practices contained in the Code of Corporate Governance.

&
¥

Rabim Jan & Co.,

Date: 24™ October 2012 Chartered Accountants
Karachi: Engagement Partner: Badrur Rahman
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Auditor’s Report to the Members

Fateh

. Nelsons Chamber, L.I. Chundrigar Road,
Rahim Jan & Co. oo ol i i
CHARTERED ACCOUNTANTS www.rahimjan.com E-mail : info@rahimjan.com

We have audited the annexed balance sheet of Fateh Textile Mills Limited as at June 30, 2012 and the related profit and loss account,
cash flow statement and statement of changes in equity together with the notes forming part thercof, for the period 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.

Ttis 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 assuranee 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 audit evidence that we have obtained is sufficient and appropriate to
provide a basis for a qualified opinion,

() Asdisclosed innote 20 and sub notes thereto, the export ttade debts include three yeats stagnant past due balances of Rs. 573.73

million. We arc of the opinion that ercation of provision for doubtful debts for these stagnant balances is necessary, which has
not been made in the books, Had this provision been created, the equity would have been decreased by that much amount,
We further state that that the overall export debts are largely overdue, causing delay in clearing bank loans, which has resulted in
unnecessary litigaton against the company as disclosed in respective notes to the accounts. Therefore, it is imperative that the
realization of stuck up funds be expedited to avoid further lidgations including actons under provisions of the Foreign
Fxchange Regulations by the State Bank of Pakistan,

{2) The investment in shares of Allied Bank Ltd has been retained at cost price as disclosed in note no. 17.1.1 and the gain of Rs.
529.428 million at year end has not been accounted for. This is against the consistent policy of the company relating to
investment as elaborared in Note No, 2.9, Had the gain been recognized, the equity would have been increased by rhat much
amount.

In our opinion, except for the effects of the matter deseribed in the basis for Qualified Opinion paragraphs (1) and (2) we report that-
a)  Inouropinion, propet books of account have been kept by the company as required by the Companies Ordinance, 1984:
b)  inouropinion-

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

(i) theexpenditureineutrred duting the period was for the purposc of the company's business; and

(iif) the business conducted, investments made and the expenditure incurred during the period were in accordance with the
objects of the company;
¢) inouropinion 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 thereof conform with
approved accounting standards as applicable in Pakistan, and, give the information required by the Companies Ordinance, 1984,
in the manner so required and respectively give a true and fair view of the state of the company's affair as at June 30,2012 and of
the profit, its cash flows and changes in equity fot the petiod then ended; and

d)  inouropinion Zakat deductible at source under Zakat and Usher Ordinance, {xviii of 1980), was deducted by the company and
deposited in the Central Zakat Fund established under section 7 of that Ordinance.
b

RAHIM JAN & CO.
Chartered Accountants
Karachi: 24th October 2012 Engagement Partner: Badrur Rahman 1
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CAPITAL & LIABILITIES

SHARE CAPITAL AND RESERVES
Authorised Capital
2,000,000 ordinary shares of Rs.10/ cach

Issued, subseribed and paid up capital
General reserve

Investment revaluaton reserve
Unappropriated profit carried forward

SURPLUS ON REVALUATION
OF FIXED ASSETS

LOAN SUBORDINATE TO EQUITY
LONG TERM LOANS

LIABILITIES AGAINST ASSETS
SUBJECT TO FINANCE LEASE

DEFERRED LIABILITIES
Gratuity and staff benefits
Deferred taxation

CURRENT LIABILITIES

Trade and others payable

Mark-up on secured finances

Short term running finances

Current portion of long term liabilities
Provision for taxadon

CONTINGENCIES AND COMMITMENTS

NOTE:
The annexed notes 1 to 41 form an integral part of
these accounts.

18

Balance Sheet as at

Note
No.

6

9
10

11
12

13

14




June 30, 2012

PROPERTY & ASSETS

FIXED ASSETS - Tangible
Operating fixed assets

CAPITAL WORK IN PROGRESS
LONG TERM INVESTMENTS
LONG TERM DEPOSITS
CURRENT ASSETS

Stores |, spares and loose tools
Stock-in-trade
Trade debts
Advances, deposits and prepayments

Other receivables
(ash and bank balances

U2«

MUHAMMAD SALEEM
Chief Executive

8

MAQSOOD AHMED KHAN

Director
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Profit & Loss Account
for the year ended June 30, 2012

Note
No.

Sales 24
Cost of sales 25
Gross profit
Administration expenses 26
Sclling cxpenses 27
Operating Profit
Other income 28
Iinancial expenses 29
Other charges 30

Profit before taxation

Taxation
Current 31
Deferred

Profit after raxation
Other Compreheasive income for the year
Unrealized gain on investment

available- for- sale

Total Comprehensive income for the year

Earning Per Share 33

Note:
The annexed notes 1 to 41 form an integral part of these accounts.
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MUHAMMAD SALEEM MAQSOOD AHMED KHAN
Chief Executive Director
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Statement of Changes in Financial Position

(Cash Flow Statement)
for the year ended June 30, 2012

Cash from Operating Activities
Net profit before taxation
Adjustment for:
Depreciation
Profit on bank deposits
Dividend income
Gain on sale of investment
Provision for gramicy
Financial charges
Cash generated before working capital change
Changes in Working Capital
(INCREASE)/ DECREASE IN CURRENT ASSETS
Stores, spares and loose tools
Stock-in-trade
Trade debts
Advances, deposits & prepayments
Other receivable
INCREASE/ (DECREASE) IN CURRENT LIABILITIES
Creditors, accrued & other labilities

Cash generated from operations
Gratuity paid
Taxes paid

Net cash generated from operations
(OUTFLOW)/INFLOW DUE TO INVESTING ACTIVITIES
Additions in fixed assets
Disposal of shares Investment
Profit on bank deposit received
Dividend received
Capital work - in - progress

INFLOW/ (OUTFLOW) DUE TO FINANCING ACTIVITIES
Repayment of finance leases
Repayment/Rescheduling of long term finance
Payment of dividend
T'inancial charges paid

Net Increase/ (Decrease) in cash and its equivalent during the year
Cash & cash equivalents at the beginning of the year
Cash & cash equivalents at the end of the year

Cash & Cash Liquivalents
Cash & bank balances
Rescheduleing of finance facilities
Short term bank borrowings

Note: The annexed notes 1 to 41 form an integral part of these accounts. |
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MUHAMMAD SALEEM
Chief Executive
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Statement of Changes in Equity
for the year ended June 30, 2012

Surplus on

Surplus on

Share General Revaluaton  Unappropriated revaluation

Capital Reserve of Tnvestments Profit/ (Loss) Total Fixed Assets

Rupees Rupees Rupees Rupees Rupees Rupees
Balance as at Ist July, 2010 12,500,000 1,481,000,000 1,763,733 46,603,959 1,541,867,692  1,091,872,683
Net Profit for the year ended June 30, 2011 0 0 1] 2,229 452 2229452 0
Unrealised gain on revaluation of investments 0 0 827.716 0 827,716 0
Incremental Depreciation for the year 0 0 0 0 0 {48,483,645)
Final Dividend Paid for 2009-2010 0 0 0 (1,875,000) (1,875,000) 0
Transfer to General Reserves 0 0 0 0 0
Balance as ac 1st July, 2011 12,500,000 1,481,000,000 2,591,449 46,958411  1,543,049,860  1,043,388,986
Net Profit for the year ended June 30, 2012 0 0 0 4,124,625 4124625 0
Unrealised gain (loss) on revaluation of investments 0 0 (113,149) 0 (113,149 0
Incremental Depreciation for the year 0 0 0 0 0 (43,635,280)
Final Dividend Paid for 2010-2011 0 0 0 {1,250,000) (1,250,000 0
Transferred from / to General Reserves 0 0 0 0 0 0
Balance as at June 30, 2012 12,500,000 1,481,000,000 2,478,300 49,833,036 1,545,811,336 999,753,706
Balance as at June 30, 2011 12,500,000 1,481,000,000 2,501,449 46,958411  1,543,049.860  1,043,388,986
Note: The annexed notes 1 to 41 form an integral part of these accounts.

U<
MUHAMMAD SALEEM MAQSOOD AHMED KHAN
Chief Executive Director
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Notes to the Accounts for

the year ended June 30, 2012

1.

STATUS AND NATURE OF BUSINESS

Fateh Textile Mills Limited was incorporated in Pakistan as a private limited company and
converted into public limited company in 1960 and subsequently listed on Karachi Stock
Exchange. The company is engaged in the business of manufacturing, bleaching, dyeing,
printing, buying, selling and dealing in textile, yarn, cloth and fabrics made from raw cotton and
polyester fiber. The company has obtained coal mining lease basically for power generation and
is manufacturing auto parts for motorcycle and tractors, The company has also started to
generate, distribute and sale electricity.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

21

2.2

2.3

Accounting Convention

These accounts have been prepared under the historical cost convention, except for
certain fixed assets which include revaluation amount and investments “available for
sale” which are stated at fair value. The investments in shares of Allied Bank Ltd are,
howevert, stated at cost.

Statement of Compliance

These accounts have been prepared in accordance with the approved accounting
standatds as applicable in Pakistan and the requirements of Companies Ordinance,
1984, Approved accounting standards comprise of such Interhational Financial
Reporting Standards (IFRSs) issued by the International Accounting Standard Board
as are notified under the provision of the Companies Ordinance, 1984, Wherever the
requirements of Companies Ordinance, 1984 or directives issued by the Securities
and Exchange Commission of Pakistan differ with the requirements of these
standards, the requirements of Companies Ordinance, 1984 or the requirements of
the said directives take precedence.

Standards, Interpretations and amendments to published approved
accounting standards

2.31 Standards, Interprerations and amendments to published approved
accounting standards became Effective during the year.

There are certain new standards, intetpretations and amendments to
published approved accounting standards that are mandatory for
accounting periods beginning on or before 1st January, 2011 but considered
not to be relevant or to have significant effect on the company’s operations
and are therefore, not disclosed in these financial statements.

2.3.2  Smtandards, Interprerations and amendments to published approved
accounting standards not yet Effective
The following standards, amendments and interpretatons to published
accounting standards that are mandatory to the company’s accounting
petiods beginning on or after the dates mentioned against them.




Effcctive date
(annual periods beginning
on or after)

LAS 1 - Presentation of Financial Statements:
Presentation of items of other Comprehensive Income (Amendments)  July 01,2012
IAS 12- Deferred Tax: recovery of undetlying Assets (Amendments) January 01,2012
TAS 19 - Employee benefits (Amendments) January 01,2013
The management antcipate that, except for the effects on the financial statements of
amendments to TAS 19 “Employee Benefits”, the adoption of the above standards,
amendments and interpretations in future periods, will have no material impact on the
Company’s financial statements other than in presentation / disclosures. The application of the
amendments to TAS 19 (effective date January 1, 2013) would result in the recognition of
cumulative unrecognized actuarial gains / losses in other comprehensive income in the period
of inital application, which cannot be presently quantified at the statement of financial position
date.

2.4 Critical accounting estimates and judgments

The preparation of financial statements in conformity with the approved accounting
standards requires the use of certain crirical accounting estimates. It also requires the
management to exercise its judgment in the process of applying the Company’s
accounting policies. Estimates and judgments are continually evaluated and are based
on historical experience and other factors, including expectations of future events that
are believed to be reasonable under the circumstances. The areas where various
assumptions and estimates are significant to the Company’s financial statements or
where judgments were exercised in application of accounting policies are as follows:

241 Financial Instruments
The fair value of financial instruments that are not traded in an active market
is determined by using valuation techniques based on assumptions that are
dependent on conditions existing atbalance sheet date.

2.4.2  Usetul Lives, Patterns Of FEconomic Benefits And Impairments

Estimates with respect to residual values and useful lives and pattern of flow
of cconomic benefits are based on the analysis of the management of the
Company. Further, the Company reviews the value of assets for possible
impairment on an annual basis, Any change in the estimates in the future
might affect the carrying amount of respective item of property, plant and
equipment, with a corresponding effect on the depreciation charge and
impairment.

2.4.3  Inventories
Net realizable value of inventories is determined with reference to currently
prevailing selling prices less estimated expenditure to make sales.

244  Taxation
In making the estimates for income tax curtently payable by the Company,
the management takes into account the current income tax law and the
decisions ot appellate authorities on certain issues in the past.

2.4.5 Provision For Doubtful Debts
The Company reviews its receivable against any provision required for any
doubtful balances on an ongoing basis. The provision is made while taking
into consideration expecred recoveries, if any,




2.5

2.6

2.7

2.8
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2.4.6  Defined Benefit Plan
Actuarial assumptions have been adopted as disclosed in note 9 to the
financial statements for valuation of present value of defined benefit
obligations and fair value of plan assets. Any changes in these assumptions
in future vears might affect unrecognized gains and losses in those years,

2,47  Provision For Obsolescence
Provision for obsolescence and slow moving spare parts is based on
parameters sct out by management,

Fixed Assets and Depreciation

These are stated at cost less accumulated depreciation and impairment loss except
land, factory and colony building and plant and machinery in which element of
revaluation is included. Depreciation is calculated on written down value of assets.
Depreciation on additions is charged from the date it is available for use, while no
depreciation is charged from the date assets is disposed off. Charge for depreciation in
profit and loss account is on the basis of historical cost. Maintenance and normal
repaits are charged to income as and when incurred. Major renewals and
improvements are capitalised. Gain or loss on disposal of operating fixed asscts is
recognised in curtent yeat’s income statement.

Stores, Spares and Loose tools
These are valued at moving average cost method. The items in transit are stated at cost
accumulated upto the date of balance sheet.

Stock-in-Trade
These are valued at lower of cost and net realisable value. Cost is calculated on the

tollowing basis:

Raw Materials Atweighted average cost

Material-in-Transit At cost accumulated upto the date of balance sheet
Goods in process Atmanufacturing cost

Finished Goods Ataverage manufacturing cost.

Net realisable value signifies the estimated selling price prevailing in the market less
estimated selling expenses incidental to sales and average manufacturing cost includes
direct overheads.

Trade Debts

Trade recetvables are recognized and carried at original invoice amount except that
export bills receivable are carried at the rate of exchange prevailing at the year end.
Bad debts are adjusted against provision for doubtful debts or written off against the
profit of the company during the year in which these are deemed to be irrecoverable.
Provision is made for debts which are considered doubtful of recovery.

Long Term Investments

2.9.1  All investments are initially recognised at cost, being fair value of the
consideration given including acquisition charges associated with
investments and classified as cither “held for trading” or “available for sale”.

2.9.2  Investment “held for trading” are those which are either acquired for
generating a profit for short-term fluctuation in prices or dealer’s margin, or
are securities included in a portfolio in which a pattern of short term profit
taking exists. Gains and losses on investments held for trading are
recognised in income statement.
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2.12
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2.9.3  Investmentsintended to be held for an indefinite period of time, which may

be sold in response to needs for liquidity or change in interest rate are
classified as “available for sale”. These are classified as non current unless
management has an intention of holding the investment for not more than
12 months from the balance sheet date in which case they are included as
Curfrent assets.
Gains and losses on investments “available for sale” are recognised as
separate component of equity untl investments are disposed of or until the
investment is determined to be impaired, at which time the accumulated
gains / loss previously reported in equity is included in income statement.

2.9.4  All purchases and sales of investments are recognised on the trade date,
which is the date that the company commits to purchase or sell the
investments.

2.9.5  Fair value of publicly traded investment is based on quoted market prices at
balance sheet date.

Staff Retirement Benefits

The Company operates unfunded gratuity scheme for all its entitled workmen. In
terms of the scheme the workers are entided for encashment of this entitlement at
their option. The provision is adjusted rriennially as per actuarial valuation required
under IAS -19. During the interim petiod provision is updated on the old basis. The
most recent actuarial valuation was carried out for the period 2010 using projected
unit credit method, which has been given effect to in these accounts,

Taxation

Charge for current taxation is based on taxable income at current tax rates after
considering tax credits and tax rebates if any, available to the company.

Provision for deferred taxation is made on all significant temporary dming differences
which are likely to reverse in future, using the liability method.

Assets Subject to Finance Lease

These are recognised as assets and liabilities at the inception of the lease equal to the
fair value of the leased assets or, if lower, at the present value of minimum lease
pavments, using the discount factor as interest rate which is implicit in the lease. The
financial charges are allocated to the related accounting periods in a manner so as to
provide a constant petiodic rate of charge, additonal charges as per agreement are
charged to income in the period of payment. These leased assets are depreciated in
accordance with the depreciation policy, which is consistent with depreciable assets,
which are owned.

Foreign Currency Transactions

Transactons in foreign currencics are recorded at the rates of exchange ruling on the
date of the transaction. All monerary assets and liabilities in foreign currencies at year
end are translated into rupees at the rate of exchange ruling on the balance sheet date.
Exchange gains and losses are included in income statement currently.
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2.15

2.16
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2.18

2.19

2.20

2.21

2.22

Trade and other Payables
Liabilities for trade and other amounts payable are carried at cost which is the fair
value of the consideration to be paidin future for goods and services received.

Borrowing Cost

Borrowing cost thar are directly attriburable to the acquisition, construction or
production of a qualifying assets are capitalized as a part of the cost of that asset. All
other borrowing costsare charged to income.

Revenue Recognition

Dividend income on equity investment is recognised when the company’s right to
receive the payment has been established. Return on deposits are recognised on
accrual basis; excepras otherwise agreed with the concerned banks,

Sales

Sales including sale of coal and auto parts are recorded on dispatch of goods.

Sale of energy/electric power is recorded on the basis of billings. Sales include export
rebates, which are accounted for on accrual basis.

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 if the company has the legal enforceable right to set-off the transaction
and also intends cither to settle on a net basis or to realize the asset and scttle the
liability simultaneously.

Provisions

A provision is recognised when the company has a present obligation(legal or
constructive) as a result of a present or past eventand it is possible that an outflow of
resources embaodying cconomic benefits will be required to sertle the obligation and a
teliable estimate can be made of the amount of the obligation. These ate reviewed at
each balance sheet date and adjusted to reflect the current best estimate. If it is no
longer probable that an outflow of resources embodying cconomic benefits will be
required to settle the obligation, the provision is reversed.

Impairment of assets

The company assesses at each balance sheet date whether there is any indication that
an asset has been impaired. If any such indication exists, the company estimates the
recoverable amount of the asset. If, and only if, the recoverable amount of an assetis
less than its carrying amount, the carrying amount of the asset is reduced to its
recoverable amount and is recognised as an expense in the income statement.

Cash and its Equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the purpose of
cash flow statement it comprises cash in hand and demand deposits, short term highly
liquid investments thatare readily convertible to known amount of cash and which are
not subject of significant change invalae.

Related Party Transactions

Transactions between the company and related parties are made at arm’s length prices
determined in accordance with the comparable uncontrolled price method which sets
the price by reference to comparable goods sold in an economically comparable
market to a buyer unrelated to seller. [n other cases approval of the Board is obtained.




2.23

2.24

2.25

2.26

Dividend and Appropriation to Reserves
Dividend payable is recognized in the financial statements in the period in which this is
approved.

Segment Reporting

Scgment reporting is based on the operating (business) segments of  the
Company. An operating segment is a component of the Company that engages in
business activities from which it may earn revenues and incur expenses, including
revenues and expenses that relate to the transactions with any of the Company’s other
components. An operating segment’s operating results are reviewed regulatly by the
chief executive officer to make decisions about resources to be allocated to the
segment and assess its performance, and for which discrete financial information is
available.

Segment results that are reported to the chief executive officer include items
directly attributable to a segment as well as those that can be allocated on a reasonable
basis. Thosc income, expenses, assets, liabilitics and other balances which can not be
allocated to a particular segment on a reasonable basis are reported as unallocated.

The Company has three reportable business segments. Spinning, Processing and
Home Textile and Power Generation (Generating and distributing power).
Transacton among the business segments are recorded at cost. Inter segment sales
and purchases are eliminated from the total.

Financial Assets and Liabilities

All financial asscts and liabilitics are initially recognised at cost which is fair valuc for
the consideration received or given. These financial assets and liabilities arc
subsequenty measured at fair value.

Capital Work in Progress

This is stated at cost which includes all specific expenses incurred for installation /
erection and are transferred to fixed assets when put to use or get ready for intended
usc.
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ISSUED, SUBSCRIBED & PAID-UP 2012 2011

SHARE CAPITAL. Rupces Rupeces

1,250,000 (2011: 1,250,000) Fully paid 12,500,000 12,500,000

ordinary shares of Rs. 10/- cach issued for cash.

GENERAL RESERVE

Opening Balance 1,481,000,000 1,481,000,000

Transfer during the vear 0 0
1,481,000,000 1,481,000,000

SURPLUS ON REVALUATION OF
FIXED ASSETS

Revaluation of Land, Factory & Colony Building and  Plant & Machinery was
carried out by Sidat Hyder & Co. Chartered Accountants under asset valuation
mcthod  duly assisted by an independent  wvaluer  viz. M/s. Igbal A. Nanjec
& Co. Surveyors and valuation consultants as on September 30,1999  resulting into
creation of a surplus of Rs 717.856 million. Subsequently it was carried out by M/s.
Igbal A, Nanjee & Co. Surveyors and Valuation Consultants as on June 21, 2005
resulting into creation of surplus of Rs. 1,139.013 million and by M/s Angle Engmeermg
Services, Consultants & Evaluators on 8th june 2010 resulting into creation of surplus of Rs.
33.286 million.. Amortizatipps. of revaluations are given in Note no. 15.2.

The management has at the end of the vear, physically carried out survey of all the assets and
noted no material impairment in the assets which are properly maintained.

The movement in this accountis as under:-

Opening Balance as at July 1 1,043,388,986 1,091,872,631

Amortization of revaluation surplus representing

Incremental Depreciation for currentyear  (5.1) (43,635,280)) (48,483,645)
999,753,706 1,043,388,986

5.1 In accordance with the amendment in Section 235 of Companies Ordinance,

1984 inserted by Companies (Amendment) Ordinance 2002, the balance of

revaluation sutplus is being amortized by the ineremental depreciation.

LOANS SUBORDINATE TO EQUITY

(UNSECURED) 51,000,000 51,000,000

These have been received from directors and bear no interest.

LONG TERM LOANS

Financial Institutions

Demand Finance -Secured

MCB Bank Limited (7.1) 3,504,000 5,004,000

Allied Bank Limited (7.2) 1,235,000,000 1,235,000,000

Nartional Bank of Pakistan (13.2) 0 2,976,340,450

Askari Bank Ltd (7.3) 576,719,000 0

Askari bank Ltd- Frozen Markup (7.3) 499 869,800 0
2,315,092 800 4,216,344,450

Less: Cutrent Maturity (13) (3,504,000) (5,004,000)

2,311,588,800 4,211,340,450
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7.1

(@)

(®)

(©

(d)

The management and MCB Bank has renogotiated the matter during the month of
Aug 2011.

In caseof non-compliance of the compromise package the bank will recover the old
outstanding as per previously announced court decree.

This is secured by hypothecation of raw material, cloth and garments stored at
mills premises or elsewhere in Pakistan and charge over book debts as well as fixed
assets, as additional security.

On 5th October 2005, Company and Allied Bank Limited agreed to settle this long
term loan liability at a sum of Rs 1300 million out of which company paid a sum of
Rs. 65 million as down payment leaving the balance of Rs. 1235 million payable within
the period of five years. The first four quarterly payments were of Rs. 50 million
commencing from 15th March, 2006 and the remaining balance of Rs. 1035 million
were to be paid in 16 equal quarterly instalments with mark up of KIBOR plus 1%.

The bank defaulted in fulfilling the requirements as enunciated in para 5 of the above
said agreement and thetefore the company has filed a suit against the bank for specific
performance in Sindh High Court which is pending, For the same reason markup on
the loan is not being provided, which amounts to Rs. 1086.43 million [Ref. Note
14(iv)].

Inspite of reminders by the auditors, the bank does not respond.

Thisis secured by:
An  equitable mortgage which ranked (pari passu) with National Bank of Pakistan

of Plot of land bearing No-A /47 /A, SITE, Hyderabad together with
all factory buildings, workshop, plant & machinery and hypothecation of

equipments, stores etcof spinning unit # 2.
Second charge by way of mortgage of plot No A- 4 SITE, Hyderabad,

together with buildings, plant & machinery and equipments, and  hypothecation
of stock of rawmaterials, goods in process, finished goods, stores, spares &
packing materials.

A floating charge on the current assets of the company to rank as third, the first
chasge being in favour of Natonal Bank of Pakistan and second charge in favour of
Askari Bank Limited.

Hypothecation overstocks and raw materials, charge over present and  future
book debts, receivables, claims, investmentsand rights over assets.

The settlement agreement signed between Askari Bank Lid and the company in Dec,
2011 whereby various financial facilities amounting to Rs. 1,032.499 million has been
converted into the term finance loan, payable in 72 equal monthly installments
together with markup to be computed at the rate of one month KIBOR plus 1%
commencing from Jan’ 2014. The accrued markup of Rs. 488.443 million has been
frozen and will be paid in 24 equal monthly installments beginning sooner the

installments of principal amounts are released.

This facilities have been secured against various assets of the company including land
and building, plant and machinery and hypothecation charge over book debts,
receivables, stocks etc including goods in transit.




Terms and conditions of the agreement as enunciated in para 2 and para 5 are in

implementation / compliance phase.
Total payments made after signing of the agreement amounts to Rs, 40.870/- million,

including early payment of Rs. 30.870 /- million being advance.

2012 2011
Rupees Rupees
OBLIGATION FOR ASSETS ACQUIRED UNDER
UNDERFINANCE LEASE
Future Minimum Tease Payments
2011-2012 8,242,226 16,579,548
2012-2013 2,352,000 8,242,226
2013-2014 0 2,352 000
10,594,226 27173774
Less: Financial charges allocated 65,311 1,241,514
to future petiods. 10,528,915 25,932.26()
Less: Current Portion (13) 8,176,915 15,403,345
2,352,000 10,528,915

Reconciliation of minimum lease payments and their present value is given below:

(Amount in Rupees)
2012 2011

Minimum | Present value | Minimum | Present value
lease of minimum lease of minimum

payments lease payments lease

payments payments

Due within one year 8242226 8,176,915 16,579,548 15,403,345
Due after one year but notlater than 2352000 235200 10594,226 10,528 915

five year

10,594,226 10,528,915 27,173,774 25,932,260

The implicit rate used as the disconnting factor ranges from 7.5% to 25% per annum,
Lease rentals are payable in equal monthly/quarterly instalments.

The cost of repair, taxes and insurance ate to be borne by the company.

The company has purchase option after the expiry of lease period.
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2012 2011

Rupees Rupees
9 GRATUITY AND STAFF BENEFITS
Provision for gratuity
Opening balance 5,548,800 10,472,900
Provision made during the year 1,772,757 387,000
7,321,557 10,859,900
Less: Paid during the year 108,307 5,311,100
7,213,250 5,548,800
MEMBERSHIP DATA
Number of membets 80 126
Total monthly eligible salary 554,600 723,150
ACTUARIAL ASSUMPTIONS
Discount rate 10 % 10 %
Expected rate of salary increase in future vears 9 % 9%
Average expected remaining working lifedme of 10 years 10 years
employees

EMPLOYEES COMPENSATED ABSENCE
Employees arc allowed to proceed on annual carned leave accrued to them as a resule of
services rendered by them to company.

10 DEFERRED TAXATION
Deferred Tax  (10.1) 26,000,000 28,000,000

10.1 Inview of the fact that the companyis an export oriented company whose export sales
are approximarely 72 % of the total sales and whereas export proceeds are subject to
collection of  tax at source which are treated as discharge of full and final tax liability
for the purpose of Income Tax Ordinance 2001 and therefore timing difference are
unlikely to reverse on this portion of sales which warrants deferred tax provision, The
remaining 28% of sales will be assessed under the normal assessment on which the

deferred tax is provided after considering the accelerated depreciation, lease rentals

and staff gratuity ctc.
11 TRADE AND OTHERS PAYABLES

Trade creditors 280,091,068 348,680,706
Accrued expenses 47,842 483 11,979,011
Security deposits 20,000 20,000
Tncome tax deducted at source 12,414,918 13,609,515
Workers' profit participation fund (11.1) 040,181 1,986,183

341,308,650 376,275,415
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13.

2012 2011

Rupees Rupees

11.1 WORKERS' PROFIT
PARTICIPATION FUND
Opening at July 01 1,986,183 3,863,437
Profit Allocation for the year 639,000 261,000
Interest Accrued 298,000 225,000

2,923,183 4,349,437
Less: Payment made during the vear 1,983,002 2,363,254
Balance at June 30 940,181 1,986,183
SHORT TERM RUNNING FINANCES
UNDER MARK-UPARRANGEMENT
From Banking Companies
{Secured) (7.3&12.2) 30,884,563 649,978,148

12.1 These are secured  against hypothecation and pledge of  stock- in- rade  and
stores, book debts, lien on export contracts, letters of eredit and foreign bills
drawn, personal guarantee of sponsoring directors as well as equitable mortgage of
tixed assets.

Facility extended to company amounts to Rs. 4,033,895 million, Mark upis charged
on the running finance facility ranges from KIBOR (3 months ask) plus 2%% to 2.5%
per Annum,

12.2 The shore term facilities of Askar Bank ltd amounting to Rs.576.70 million
has been transferred to long term loan as detailed in Note No.7.3.

CURRENT PORTION OF

LONG TERM LIABILITIES

Long Term Loans (MCB Bank Ltd ~ (7) 3,504,000 5,004,000

National Bank of Pakistan (7813.2) 2,028,726,942 ]

Finance Leases { 8) 8,176,915 15,403,345

Over Due Lease Rentals (13.1) 200,459,067 187,815,868

2,240,866,924 208,223,213

13.1 NIB Bank Limited had filed a suit on June 11, 2009. in the Banking Court-1 Karachi
for the recovery of Rs. 44,820,550/~ representimg principal as well as mark up and
surcharge on default payment. The suit has been decreed by the Court in favour of
bank on February 10, 2010 for an amount of Rs. 27,643,415/~ along with the cost of
fund from the date of decree. The liability has been fully provided which is included in
Rs. 200.459/- million above.

13.2 The National Bank of Pakistan has filed Recovery Suit in December, 2011 before
Sindh High Court for recovery of principal amount of Rs. 3.276 billion and Rs. 1.633
billion markup.

The assets and properties pledged/ charged against NBP finance facilities are as under.

(a) Land measuring 52.35 acres situated at Deh Sukhpur, Taluka Hyderabad and 8.05 acrs
at Deh Ghangra, TalukaHyderabad at Forced Sales Value of Rs. 1.018 billion.

(b) Tirst charge by way of registered mortgage of plot no. A-4 |, SITE Hyderabad
together with all factory building, plant and machinery and all fixed assets.

{c) First charge by way of hypothecation and letter of lien on book debts, stock and all

movable assets.
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2012 2011

Rupees Rupees
CONTINGENCIES & COMMITMENTS
(i) In respectof lerrers of credit NIL NIL
(i) Inrespect of letters of credit (Local) NIL NIL
(i) The company s contesting a number of cases under foreign exchange regulations in
respect of non repatriation of export proceeds, however, the legal advisor of the
company has opined that no financial loss is expected. Recovery from old export
debtors has already commenced.
The aggregate repatriable amountis Rs. 4 billion. (2011: Rs. 162.746 million)
(iv) There exists contingent liability
Inrespectof exportbills discounted. Rs. 1,427 489 million Rs. 499,859 million
[nrespectof bank Guarantee Rs. 7.654 million Rs. 7.654 million
(iv) (a) Liability in respect of export bills discounted is asunder:
i) Bills discounted for Rs. 947.630 million by National Bank of Pakistan.
if) Bills discounted for Rs. 414.230 million by Askari Bank Ltd.
iii) Bills discounted for Rs. 65.626 million by Deutshe Bank AG.
In case any bill is dishonoted eithet by the importer and/or its banker, the bank
discounted the bill may raise claim against the company.
v) Mark up on loan from Allied Bank Limited amounts to Rs. 1,086.43 million (2011: Rs.

912.294 million)
This is not provided in the books because the matter is subjudice in the court.




15. FIXED ASSETS

AMOUNT IN RUPEES
COST DEPRECIATION
WRITTEN | WRITTEN
AMORTIZATION SN BOTN
FOR OF VALUE VALUE
ASON  [ADDITION/Y oo vmion | ASON  [RATE[  ASON THE SURPLUSON | ADDTTION/ [ accuMULATED [ asoN ASON
PARTICULARS | 1072011 |{DELETION)f 30062012 | % | 01072011 | PERIOD | REVALUATION | (DELETION) |DEPRECIATION | 30-06-212 | 30-06-2011
OWN ASSETS
Factory Land - | ease hold | 385,110,000 i N AT T I 0 fi 0 0 o] st 310000
Agriculural Fand 31728000 0 | oaimason 0 0 0 0 of st7azsone| 317,328 000
Factory & Colony Building 0 i
on Tease Told Tand 433,043 509 0721 b g | meamom] o sdoeds| 11 s 0 208435308 | 13e9015| 149570400
Garden Building 209,454 fi B 10658 | 10 134872 16579 0 0 150,431 149,207 165,786
Plant & Machinery T AN | 28850 b 2msasama | o1 [L9mdsLs0] 460363 A0 500 0 | 2gmaen s | TR 787,074 T4
Gasden lixed Assets 18507 0 ] 3507 | 10 135,092 19,342 0 0 154434 174173 193,415
Office Equipments 1871460 97 2001 I L8850 0 10]  IDMARLS 195,203 0 0 X208 L7681 1854846
Tools & Hquipments 962.8% 0 b osemeaga| | mgesdn] e i 0| mgsnt| ogmiss| ety
Electtic Fittings 982003 2900000 b sraimt] o] somar]| 1324 1 0| siam2e| 1gosal 94220
Durniture & Fixtures 18254203 25400 ol owmrmmos| o] Bseese] 300503 0 0 15566235 22070 298905
Water Pipe Line 879,250 0 i} v ] ST AR £8.904 0 0 707009 Rk, 131 889,057
Vehicles 542,080 0 o ssaemen| an| angoades]  ags 009 0 0 s | e 9230
= - il
Air Conditioning Plant 13,080,777 39300 o | timam|ow| o wsze] o mas 0 o et 2| omeT s
s 42,185 i 0 wiss| 0| s 1217 f 0 w2 | tge0s| 120789
Compuets 35,965,568 310 b osepteses| | mssael o wssw 0 0| aoamaes| ssgn| 647980
IR BT 0| 4,051,693,39 DA MS 00 S4aTIma | 4363520 0 | 267,577,390 1584, 16006 | 1,670,581,275
ASSETS SUBJECT TO
FINANCE LEASE
Plant & Machincry 391,094.225 0 D 3orosas| o] 195TesAz 1953058 0 0| 539003 | 175775222 195,305,802
Vehicles 3646847 0 i spangr | | astsan] 28765 0 0 2743788 opse| 1128824
04,741 972 ] B 3vemian 1300446 19,756,343 0 0| arspeoon | eagreost| 190434 620)
TOTAL 2011 - 2012 | 434035747 047022 0 | 4546434468 2TATLAEL TG 4365240 O | 2765640183 1,760,794.285 | 1,.873015,899
TOTAL  2010-2011 [ 4530685188 609,261 b | 45038740 1536564355 82420346 | 48483645 0 [ 266737154 [1873m5 001

L]
(&1




2012 2011
Rupees Rupees
15.1 Depreciation of assets have been apportioned as under
(a)  Costof Sales 71,976,837 79,319,870
(b)  Administration Expenses 2,623,600 3,062,567
(c)  GardenlIncome 32,920 39911
74,633,357 82,422,348
15.2 Surplus on revaluation of land, factory & colony building and plant & machinery was

incorporated firstly on 30th September, 1999 and subsequently on June 30, 2005
and lastly on June 8, 2010, summarized position of which are as follows: -

Costas at June 30, 2005

Less: Accumulated depreciation upto
June 30, 2005,

Written down value

Depreciated replacement cost
Surplus
Opening Balance

Inctemental depreciation transferred to
Retained earnings.

Upto 30-06-2011

Related Deferred tax

Currentyeats - Incremental depreciation

Balance

Had there been no revaluation the

Agricultural | Factory
Land Land
Rupees Rupees

Factory &
Colony
Building
Rupees

Plant
And Total

Machinery Rupees

Rupees

{l

0025 BRI BT

B 15242925

tde 5

s | amLiom

JRIERGEARD ERSRALRUN

62T BIRIE T4T

ATANME0| WS Am0f 268982000

LSS | 12003097

LTIB000 ) 2340342610

JNENTI] IS 189305547
O] 4B 520

DAAT] LML
G19A70086 | 155650

RILTETRRN R 1R K1) B RN

ISR
I l
0] 1165681

MEILIM | 1 R0868.20

WG4 TR
0 B4925.000
32069509 43,635,280

W0TRG

figures of land, factory and colony building and

plant & machinery as at June 30,2012 would have been as follows:-

Land
Factory and Colony Building
Plant and Machinery

2012

2011

Accumulated Written
Cost Depreciation Down Value
Rupees Rupees Rupees
3,779,530 0 3,779,530
183,695,992 147,411,232 36,284,760
2,039,877,180 1,560,445 505 479,431,675
2207352702 | 1,707,856,737 519,495,965
2204416081 | 1,637,993,348 586,423,033




2012 2011
Rupees Rupecs

16 CAPITALWORKIN PROGRESS

Development of coal mines 782,333,562 568,932,643

Thirty (30) years mining lease of Lakhra Coalfield comprises of an area of 8626 acres was
awarded to the company by the Goverment of Sindh(GoS) vide notification dated 14th
December, 2005 for the development and establishment of (i) coal mining (it} coal washing
plant, and (c) power plantupro 200MW.

The First two phases of the project are moving satisfactorily. The delay in establishment of the
power plantis due to default on part of GoS/Sindh Coal Authority (SCA) for fulfilling its duties
enumerated in the Mol dated 17.05.2005. The Company’s plan to import 30MW coal fired
power plant was also suspended as no ancillary support was extended by the Gos. The company,
however, enjoys government’s permission for sale of surplus coal till functioning of the power
plant,

In May 2010, GoS cancelled the lease on ground of failure of the company to establish power
plant, however, Court accepted the plea of the company and lease was restored. The appeal of
the GoS, though, is pending before the Court.

In view of the above positon a suitable policy for amortization of the development cost could
not yet be finalized

17 LONGTERMINVETSMENTS

Quoted Companics - Available for sale 6,332,852 6,446,001
Less:-
Provision for share investment theft 1,382,588 1,382,588
Provision for diminution in value 119,438 119,438
4,830,826 4,943 975
Add:
Orthers (17.1) 521,582,993 521,582,993
526,413,819 526,526,968
17.1 This is made up as under:-
Allied Bank Limited (17.1.1) 521,582,993 521,582,993
16.376 million shares of Rs, 10 each
Investmentin Talpur Texdle Mills ~ {17.1.2) 775,371 775,371
Goodwill 2,550,000 2,550,000
51% shareholding 1,116,127 1,116,127
Current Account 2,300,000 2,300,000
Loan Account 6,741,498 6,741 498
Less:- 6,741,498 6,741,498
Provision for dimunition in value 0 0
521,582,993 521,582,993
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2012 2011
Rupees Rupees

The ABL shares were pledged with the bank as sceurity for the loan obtained. On 23rd
July, 2004, the bank invited bids for the sale of these shares with reserve price of Rs. 25
pet share. Highest bid is stated to have been received at Rs. 25.51 per share which was
approved and sum of Rs. 417.754 (m) has been kept in the deposit account by Allied
Bank Limited.

At the same time, i.e on 23rd July, 2004 Privatization Commission of Pakistan invited
open bid to raise additional 75% capital of Allied Bank Limited and the highest bid
received was Rs. 43 per share.

Itwould therefore be noted that right shares were sold for Rs. 43 per share whereas at
the same time the holding of the company’s investment was sold for Rs, 25.51 per
share.

The above disparity and injustice compelled the company to file suit against the bank
in the High Court of Sindh, hearing of which has since been completed but
judgement was reserved.

The price of ABL shares quoted at Karachi Stock Exchange (Guarentee) Lid. was
Rs.64.18 per share as at June 30, 2012, However, gain {of Rs. 529.428 m) on these
shares have not been raken to "statement of changes in equity” as required by TAS 39
since management has decided that these shares should remain atits cost price till the
outcome of suitand countersuit in the High Cout of Sindh.

Tt was a joint venture with PIDC, Management of which was taken over by them in
1968. The project is stated to have been closed in 1977 and does not exists any more.

PIDC has sold out the machinery and other equipments of TTM for Rs. 7.1 (m) and
deposited the proceeds with the Nazir of Sindh High Court.

What happened to the Land, Building and other assets like Store & Spares, Debtors,
Bank Balances ete., is not known and requites to be ascertained. The amount
deposited with the Nazir of Sindh High Courtis got to be released for which action is
on hand. Necessary adjustment shall be cartied out after the entire position is sorted
out.

18 STORES, SPARES & LOOSE TOOLS

Stores 30
Spares

19 STOCK-IN-TRADE
Raw and Packing materials ~ (30)
Goodsin Process
Finished Goods

16,473,883
8,522,893

8,597,155
15,493,503

24,996,776

24,090,658

1,430,082,015
12,235,635
15,837,223

1,466,499,328
11,313,604
18,152,471

1,458,154,873

1,495,965,403
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2012 2011
Rupecs Rupces
TRADE DEBTS-UNSECURED
Export Debts (20.1,20.2 & 34.1.2) 4,791,030,946 5,839,455,869
Local Debts 10,661,148 10,670,197
Total considered good 4,801,692,095 5,850,126,066
Considered doubtful 312,208,453 312,208,453
5,113,900,547 6,162,334,519
Provision for bad and doubtful debts (312,208,453) (312,208,453)
4,801,692,094 5,850,126,066
20.1 Includes amount due from related parties as under:
Batkat Inc. Newyork, USA 307,762,188 1,414,676,527
Brkat Int'l, GMBH, Germany 0 4277 375
Barkat Limited, Hong Kong 23,539,638 39,041,575
Batkat Int'l Ltd, UK 993,283,440 1,151,333,653
Barkat Ltd, Mascow 0 15,895,315
1,324,585,266 2,625,224,445
20.2 Fxports debts does notinclude Rs. 947.63 million export bills purchased from NBP.
[Retf: Note No, 14 (iv)(a)].
20.3 The export debts constitute 50% of total assets and 74% of current assets (2011:55%

& 77% respectively).
Outof total export debts, debts of Rs. 1,472.44 million are over 5 yeats past due (Ref.
Note No.34.1.2)

However, recovery is being made from these past due debtors. Amount pertaining to
stagnant balances from over three years comes to Rs. 573.73 million. Management.
Howevert, has helieve that their relationship with the export debtor are very strong
and still continue, therefore, is highly positive for effecting full recovery of export
debts. During the year recovery from past due debt amounts to Rs. 101 million (2011:
Rs. 600 million).

The company is contesting number of cases before SBP under Foreign Exchange
Regulations (FER). Since, the company and management is responsible under the
provision of FER for complete repatriation of export proceeds and the company is
successfully effecting recovery of past due debts as is evident from above, therefore,
the SBP has raken lenient view regarding enforcement of Foreign Regulations and is
allowing extension in repatriation of export debts. Moreover, the management has
made plan for achieving recovery of Rs. 800 million per year from its past due export
debtors,
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22

ADVANCES, DEPOSITS, AND
PREPAYMENTS -(Considered Good)
Advances:

Employees

Contractors

Against purchases

Suppliers

Orthers

Deposits:
Sccutitics - others

OTHER RECEIVABLES
Export Rebates {30)
Sales Tax Refundable

CASH & BANKBALANCES
Cashin hand
Cash at banks {In currentaccounts )
(In depositaccounts)

SALES
Sales
Less:
Salcs commission
Sales Tax & SFED

The sales inculde:
Export Sales

Coal Sales

Eleetric Power Sales ( 25.2)
Auto parts sales

COST OF SALES
Raw & Packing Materials consumed {25.1)
Salaries, Wages & Other Benefits
Stores, Spare Parts Consumed
Repairs and Maintenance
Fuel and Power (25.2)
Rent, Rates and Taxes
Sample Expenses
Insurance
Coal mining expenses
Depreciation
Goods-in-Process
Opening balance

Closing balance

Cost of Goods Manufactured

2012 2011
Rupees Rupees
5,071,161 6,057,681
1,791,320 499,320
1,510,094 1,114,004

11,850,670 17,150,819
3,139,544 1,047,231
23,362,780 26,460,115
625,690 625,690
23,988,479 27,094,805
16,372,362 58,374,740
153,370,148 89,848,882
169,742,510 148,223,622
144,985 102,005
8,406,040 16,069,636
8,147,171 8,145,644
16,698,196 24,317,285
2,728,704,119 2,885,580,209

335,274 9,856,679

43,909,684 50,408,608
44,244,958 60,265,287
2,684,459,161 2,825,314,922
1,924,210,100 2,088,875,437
37,245,962 32,760,000
56,881,380 0
154,857,940 231,891,760
2,045257215 2,066,903,915
75,451,795 55,602,307
23,904,568 4,787,459
3,927,595 1,342,769
151,816,418 37,067,955
1,200,000 1,463,658
85,252 20,000
431,856 101,620
30,092,773 29,484,000
71,976,837 79,319,870
2,404,144,309 2,276,093,553
11,313,604 15,013,722
(12,235,635) (11,313,604)
(922,031) 3,700,118
2,403,222,279 2,279,793,671
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Finished Goods
Opening balance
Closing balance

25.1 RAW & PACKING MATERIAL CONSUMED

Openinginventory

Add: Purchases

Less: Closing Inventory

bo
wn
8%

2012 2011

Rupees Rupecs
18,152,471 20,426,043
(15,837,223) (18,152,471)
2,315,248 2,273,572
2,405,537,526 2,282,067.243
1,466,499,328 1,694,516,130
2,008,839,902 1,838,887,112
3,475,339,230 3,533,403,243
1,430,082,015 1,466,499,328
2,045,257,215 2,066,903,915

During the year company consumed (as amounting to Rs, 138.83 million utilized in

power generated. The Company sold electricity of Rs. 56.88 million to HESC(O as per
Power Purchase Agreement and consumed Electricity of worth Rs. 101 million in house

invarious departments of the company mainly in Spinning Units,

ADMINISTRATIVE EXPENSES
Salaries, Wages and Benefits

Travelling, Conveyance and Entertainment

Rent, Rates, Taxes and Subscription
Repairs and Maintenance

Printing and Stationery
Communication

Vehicles Running Hxpenses
Computer Consumables

Other Administrative Expenses
Legal & Professional Charges
Guest Expenses

Depreciation

SELLING EXPENSES
Freight & Handling
Export Expenses
Advertisement
Export Deve]opmcnt Surcharge

OTHERINCOME
Dividend Income
Profit on Bank Deposits
Tncome from sales of shares
Miscellenous Income
Gain on Exchange Rate
Income from Gardens-nct

32,553,501 29,933,589
2,384,872 3,043,634
1,394,541 3,713,079

629,235 49,525
401,209 704,346
741,919 1,156,778
2,595,390 2,105,456
652,733 197,250
1,448,679 2,808,470
4,746,000 3,869,777
1,218,956 549,521
2,623,600 3,062,567
51,390,635 51,193,992
3,417,957 4,396,149
6,384,494 3,827,374
503,010 2,522,366
527,398 1,432,108
10,832,859 12,177,997
392,839 237,688

0 908,681

0 15,322

18,000 6,992,698

261,651,870 73,095,215
1,982,291 149,552

264,045,000 81,399,156
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2012 2011
Rupees Rupees

FINANCIAL EXPENSES
Interest & Other Charges on
Long Term Loans (29.1 & 13.2) 350,000 83,814,434
Mark-up on Export Refinance (29.1813.2) ] 168,951,894
Mark-up on Running Finance (29.1 & 13.2) 92,869,190 294,180,222
Mark-up on Lease Finance 1,557,186 2,812,164
Bank Charges & Commission 162,882 346,710
W.PPE 298,000 225,000

95,237,258 550,330,426
291 Ref. Note 13.2, since NBP has filed Recovery Suit before Sindh High Courtno markup

has been provided against the finance facilidies of the NBP during the vear. The legal
advisor and management of the companyin lightof vatious  orders of superior
courts believe that no markup is payable and that only the Cost of Fund will be

applicable in this case.

Upto June 2011, company has already provided markup upto Rs. 1.408 billion against

finance facilites of NBP,

When markup is computed on the basis of Cost of Funds to NBP markup liability worksout to
Rs. 941.847 million as at 30.06.201 1. Hence, no further provision is desirable in the books,

OTHER CHARGES

Auditors' Remuneration (30.1) 700,000 700,000
Workers Profit Participation Fund 639,000 261,000
Niaz Expenses 4,607,665 4,116,017
Donations (30.2) 179,600 915,600
Stock Written Off (30.3) 324,841,011 0
R & D Support Written Off (30.4) 41,892,839 0
Stadonery Wiittin off (30.5) 521,143 0
373,381,258 5,992,617
30.1 Audit Fee 500,000 500,000
Review of half yearly account 200,000 200,000
Out of Pocket Expenses 0 0
700,000 700,000

30.2 Recipients of donations do notinclade anybody in whom any director or his spouse

had any interest.

303 The net amount of cost of yarn stock and grey cloth placed with weavets written off,
after damaged in heavy rain fall and subsequent floods. The stock was not insured.

30.4 The R & D Support receivables written oft after withdrawal of refund facility by the
government.

30.5 The stock of generalitems including stationery was written off,

TAXATION CURRENT 10,000,000 15,722,351

311 Thisincludes provision of Workers' Welfare Fund.

PROPOSED DIVIDEND

Pursuant to requirement of TAS-10 "Events after the balance sheet date” the proposed dividend
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2012
Rupecs

2011
Rupces

has not been  included as a liability in these financial statements. However, the Board in their
meeting dated 24.10.2012 have proposed a dividend of Rs. 0.5 per share (2011: Rs. 1.00 per
sharc} amounting to Rs. 625,000/ subjcct ot approval of members at the AGM to be held on

30th Nov, 2012,
EARNINGPERSHARE

Net Profitafter tax for the year

Number of Ordinary Shares

Earning per Share ( Rupees )

4,124,625 2,229,452
1,250,000 1,250,000
3.30 1.78

FINANCIALINSTRUMENTS AND
RELATED DISCLOSURE

The company's acuvites exposes it to a vatiety of financial risks: market risk (including foreign
exchange risk, price and interest rate risk), credit risk and liquidity risk. The company's overall
tisk management program focuses on the unpredictibility of financial markets and seek to

minimize potential adverse effects on the company's financial performance.

Risk managementis carried out under policicis and principles approved by the management, All
treasury and financial related transactions are carried out within the paramenters of these

defined policies and principles.

3441 Credit Risk and concentration of credit risk

Credit  risk represents the accounting  loss that would be recognized at  the
reporting  date if counter parties failed to perform as contracted. Outof

total financial assets of Rs. 5,538 (m) [2011: Rs. 6,576 (m)]. The

financial assets

which are subject to credit riskamountto Rs. 4,801 (m). [2011: Rs. 5,850 (m)]

The company is exposed to credit risk from its operating activities (primarily for trade
debts, loans and advances and other receivables) and from its investing activites,
including deposits with banks. The bankers of the company are positively rated by the

credit rating agencics.

Rating Rating
Banks Agency Short Term
National Bank of Pakistan JCR - VIS A-1+
Allied Bank Ltd PACRA Al+
Askari Bank Ltd PACRA Al+
United Bank Ltd PACRA A-1+
MCB Bank ILtd PACRA Al+
Bank al-Falah Ltd PACRA Al+
Soneri Bank Ltd PACRA Al+
Habib Bank Ltd JCR - VIS A-1+
Standard Chartered Bank Led PACRA Al+

3411 Credit Risks related to receivables

The company adopted policy of only dealing with creditworthy counter
parties as a means of mitgating the tisk of financial loss from defaults. The




34.2

34.3

2012 2011
Rupees Rupees

company's exposure is continuously monitored and the aggregate value of
transactions concluded is spread amongst approved counter parties. Credit
exposure is controlled by counterparty limites that are reviewed and
approved by the management on time to time basis.

34.1.2  Creditrisk, impairment and past due debts

The movement in allowance for impairment in respect of trade debts during
the vear is reflected under Note 20.

The company believe that no impairment allowance is necessary in respect
of trade debts past due other than the amount provided. Trade debr are
essentially due from local and foreign companics, The company is actively
pursuing for the recovery of the debt and not expect these companies will
fail to meet their obligations, Aging of trade debts is under:

Rupees in Million

upto 1 year & above 1,954.08 2,485.28
upto 2 years & above 680.63 676.92
upto 3 years & above 360.31 488.63
upto 4 years & above 323.57 1,448.26
upto 5 yeats & above 1,472 44 740.36
4,791.03 5,839.45
Interest Rate Risk

"Tnterest rate risk arises from the possibility that changes in interest rates will affect
the value of financial instruments. The company has significant amount of interest
based financial liabilitics Rs. 5,032 billion (2011: Rs. 5.080 billion) which includes Short
Term Running Finance, Export Refinance, Cash Finance, Demand Finance and Lease
Financing which are based on 3 to 6 months KIBOR. Since, the impact on interest rate
exposute is significant to the company, management analyses its interest rate exposure
on a regular basis. Applicable interest rates for financial assets and liabilites are
disclosed it respective notes.”

Fair value of Financial Insttuments

Fair value is the amount for which an assent could be exchanged, or a liability settled,
between knowledgeable willing parties in an arms lenght transaction other than in a
forced or liquidation mode. The carrying  value of all the financial instruments
reported in the financial statements approximate their fair value, except for shares of
Allied Bank Ltd which is stated at cost, matket value of which, however, is faitly high
on balance sheet date.




34.4

Market Risk

34.4.1

34.4.2

Currency Risk

Currency risk is the risk that the fair value or future cash flow of a financial
instrument will fluctuate because of changes in foreign exchange rates. Tt
arises from commercial transactions ot receivbles and payables that exists
due to transactions in foreign currencies,

The company is exposed to currency risk arising primarily with respect to the
US Dollar and Euro. Currently, the currency risk exposure is restricted to the
amounts receivables from foreign debtors.

Price Risk

This represents the risk that the fair value or future cash flow of a financial
instrument will fluctuate because of changes in marker prices (other than
those arising from interest rate or currency risk), whether those changes are
caused by factors specific to the individual financial instrument or its issuer
or factors affecting all similar financial instruments traded in the market. The
company is not exposed to commodity price risk.




34.5 Financial Assets & Liabilities as on 30th June, 2012.
Interest Bearing
Rate 2012 20m
of Maturity Upto | Maturity After Non Interest Total Total
interest One Year One Year Sub Total Bearing Rupees Rupees
Financial Assets
Investment 0 0 0 0 526,413,819 526,413,819 526,526,908
Trade Debtor's 0 0 f 01 4,801,692095| 4,801,692095 [ 5850,126,066
Advances, deposits
and prepayments { 0 f 0 23,988,479 23,988,479 27,094,805
Other receivable 0 0 il 0 169,742,510 169,742,510 148,223,622
Cash and bank 0 0 0 0 16,698,196 16,698,196 24317 285
]
0 0 0 5,538,535,099 | 5538535099 | 6,576,288, 746
Financial Liabilities
Liabilites against
assets subject to
finance lease 7.5% to 12.5% 8,176,915 2,352,000 10,528,915 { 10,528,915 25,932,260
Long termloans 3 months (ask) 3,504,0000 2,311,588,800 | 2.315,092,800 0 2315002800 4,216,344,450
KIBOR +
Short term bank 2.5%
Borrowings 3 months (ask) 30,884,563 ] 30,884,563 { 30884563 649978148
KIBOR +
Trade & Other 2.5%
Payables 0 0 0 341,308,650 | 341,308,650 376,275,415
Markup on secured 0 ] 0] 1,969,019.940 | 1,969,019,940 | 2374494347
42,565,478 2,313.940,800 [ 2,356,506,278 | 2,310,328,590 | 4,666,834,868 | 7,643,024,620

40




34.6  Liquidity Risk

Liquidity risk reflects the Company's inability of generating funds to meet its
commitments. The Company applies effective funds management techniques by
maintaining sufficient cash and bank balances and by keeping committed credit limits
in the circumistances in which the Company for the being continues.(Ref. 34.5)

34.7 Capital Risk Management

The Company's objective when managing capital is to safeguard the Company's
ability to continue as a going concern so that it can provide returns for shareholders
benefits, for other stakeholders and to maintain an optimal capital structure to reduce
the cost of capital. The Company manages its capital structure by monitoring return
onnetassets and financial leverages.

35 REMUNERATION OF CHIEF EXECUTIVE,
DIRECTORSAND OTHER EXECUTIVES

The aggregate amount charged in accounts during the year for remuneration, including
benefits to the Chief Executive, full time working Directors and other Executives of the
company is as follows:-

Chief . Total Total
Executive Directors Executives 2012 2011
Rupees Executive  Non-Executive Rupees Rupees Rupees
Meeting fees 0 0 1,000 0 1,000 1,500
Remunerations 690,000 1,276,500 0 0 1,966,500 1,837,700
House rent allowance 310,000 573,500 0 0 883,500 639,033
Utilities 345,200 645,500 0 0 990,700 766,100
Reimbursable expenses 95,400 215,500 40,000 0 350,900 286,850
Rupees 1,440,600 2,711,000 41,000 0 4.192,600 3,531,783
Number of persons
2012 1 1 1 0 3
2011 1 2 1 0 4

There was no loan or advance granted to Directors during the year. Company maintained car is
provided to Chief Executive and to full time working Directors and medical expenses for self
and family are paid atactual.
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2012 2011

Rupees Rupees
36 OPERATING SEGMENTS INFORMATION
The company has following reportable business segments,
a)  Spinning: Production of different qualities of yarn using natural fibers during

the year sales amounts to Rs. 451 million.

b) Processing: Manufacture of home textile products i.c., bed sheets, comforters,
bath robe, processing etc. During the sales amounts to Rs. 1,942.755 M

¢) PowerDivision: A Captiv Power Plant of gas fired electricity generation. Supply
electricity to HESCO and self consumption. During the year sales to
HESCO amounts to Rs. 56.88 million and 101 million to inter
company.

d)  Auto Parts: The company is producing autoparts for wactors and motor cycles,
mainly for its associated concerns. During the year sales of auto parts
amounts to Rs. 154 million.

37 PRODUCTION CAPACITY

38

Spinning
Plant capacity of yarn after conversion
into 20 counts 9,400,000 9,400,000

Actual production of yarn after conversion

into 20 counts 1,187,992 0
Number of spindles 30,720 30,720
Number of shifts worked per day A 0

Due to different kinds of products mix the producton capacity of composite unit cannot be
accurately determined.

3741 Spinning units were temporarily closed due to various commercial reasons, however,
resumed production in December, 2011 at minimum scales.

RELATED PARTY TRANSACTIONS

Related parties comprise associated companies, major sharcholders, directors, companies with
common dircctorship. Transactions of the company with related party and balances
outstanding at the year end are as follows,




2012 2011

Rupees Rupees

Associated Companies

Fateh Group Limited

Sale of goods & servics 12,687,642 0

Recievables as at 30 June 0 0

Fateh Motors Limited

Sale of automobile parts 154,857,940 231,891,760

Recievables as at 30 June 0 0

Fateh Mills Limited

Sale of goods & servics 9,725,184 0

Recicvables as at 30 June 0 0
39 NUMBEROFEMPLOYEESATYEAREND 279 202

40 GENERAL
Figures have been rounded off to the nearest rupee.
41 DATE OF AUTHORIZATION FORISSUE

These financial statements were authorized for issue on 24th October, 2012 by the Board of
Directors of the Company.

U< -

——'—-h.
MUHAMMAD SALEEM MAQSOOD AHMED KHAN
Chief Executive Direcror
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Turn Over

Y Amount Growth
ear (000’Rupees) %age
2002-03 7,091,941 30
2003-04 7,470,440 5
2004-05 5,809,675 -22
2005-06 6,687,701 15
2006-07 6,289,408 -6
2007-08 4,716,082 -25
2008-09 3.050,989 -35
2009-10 2,442 559 -20
2010-11 2,825,314 16
2011-12 2,684,459 -5
8,000,000
7,000,000 _lzzm""\s\
6,000,000 'i-' dzz/'ﬁ\iﬁ\
5,000,000 1 |




Earning per share-Rupees

Earnin
Year Per Shage

2002-03 82.94
2003-04 155.5
2004-05 86.55
2005-06 80.56
2006-07 40.53
2007-08 6.45
2008-09 27.22
2009-10 37
2010-11 1.78
2011-12 33

Earning Per Share

200-

150

100-

1=

EARNING

02002-03 @2003-04 DO2004-05 O2005-06 EW2006-07 DO2007-08 M2008-09
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Dividend Pay Out

Rupees
Year Per IJShare
2002-03 7.50
2003-04 7.50
2004-05 7.50
2005-06 7.50
2006-07 7.50
2007-08 1.00
2008-09 1.00
2009-10 1.50
2010-11 1.00
2011-12 0.50

2002-03 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09 2008-10 2010-11 2011-12

ORS PER SHARE




Revenue Realised Per Share

Year Rupees
2002 4355.03
2003 5673.55
2004 5976.35
2005 4647.74
2006 5350.16
2007 5031.53
2008 3772.87
2009 2440.79
2010 1954.05
201 2260.25
2012 2147.57

6000

5000+

4000+

3000

2000-///

1000

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
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Profitability Brief

( Rs. ‘000)
DATA 0203 03-04 04-05 05-06 06-07 07-08 08-09 09-10 10411 11-12
Sales 7001941 | 7470,440 | 5,800,675 | 6,687,701 | 6,289,408 | 4,716,082| 3.050,989] 2,442 559 | 2825315 | 2,684,459
Gross Profit 871052 | 898426 | 634715 | 666899| 544195 | 443780 70440 18568| 543264 | 278,921
Profit After Tax 103,673 194,376 108,190 100,705 50,667 8,056 34,026 4622 2,229 4,125
Total Assets 5905619 | 6,883,214 | 6,834,795 | 7,730,657 | 7,920,856 | 8,893613| ©,619,590/10,077,220 | 1,543,049 | 9,568,632
Equity 1,070,459 | 1,274,298 | 1,373,140 | 1466464 | 1509470 | 1,506,050| 1,537,152| 1,541,867 | 1,542,712 | 1,545,811
PROFITABILITY
Gross Profit 12.29 12.03 10.93 aa7 8.65 9.41 2.59 0.76 18.22 10.00
Met Profit 1.46 260 1.86 1.51 0.81 0.17 112 019 0.08 0.15
Retu on Investment 173 | 28 | 15 | 130 | 6300 o010 | o0ss | 005| o014 | oo
Retum on Equity 960 15.25 7.88 6.87 336 0.53 221 0.30 0.14 0.27
25 20,00
20 15.00
15
10.00
10
5.00




FATEH TEXTILE MILLS LIMITED
FORM OF PROXY

1/~we of being a
member(s) of the Fateh Textile Mills Limited, Hyderabad, holding

Ordinary Shares hereby appoint of or
tailing him/her of another member of

the Company, as my/our proxy to attend and vote for me/us and on my/our behalf at the 60th Annual
General Meeting of the Company to be held on Friday 30th November, 2012 and or any adjournment

thereof.

1} Witness: Signed by me this day of 2012.
Signed

Name

Affix Revenue Stamp Rs. 5/-
Address:

NIC No.

2y Witness:

Name

Address:

NIC No, Folio No./CDC Account No.

1. A member entitled to vote at the meeting may appoint a proxy. Proxies in order to be effective, must
be received at the Registered Office of the Company duly stamped and signed not later then 48 hours
before the meeting.

[

Proxies granted by sharcholdets who have deposited theit shares into Central Depository Company of
Paldstan Limited must be accompanied with attested copies of the National Identty Card (NIC) or the
Passport of the beneficial owners. Representatives of corporate members should bring the usual documents
required for such purpose.

3. A proxy must be a member of the Company.

4. If the member is a corporation its common seal should be affixed to the proxy form.

o]
(¥
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