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Colours of Nature
Werking Tewards a Greener Fulure

Ay Gul Ahmed, we undersiand thal every successhul business needs to give bock o the community i
Fumctions in. Which is why, since our inceplion, fhe Company hos embroced snvironmeni frisndly s

within the production process. B is this commitment o sow tha seeds for o greener Future, that drives the
Camgany o rmrmgn‘pduh the sheps taken bo enare the environment benefin from our [ S8R CE

Ta this end, Gul Ahmed has spearheaded wee plontation elforls in oreos wiraunding the production
fecilisies. Our commilmend ko cullivele o greener lomorrow bas also resulied in greenbelts in several parts
of Londhi; o vicinity previously known for its dusty and iresless environment

Taday, with lush green plonts ond rees dofiing the areas, Gul Ahmed hos monoged 1o creots verdon
areas which nal anly provida viswel nelisf o the nolsy, chootic induilial orea bul cre o colming casis for
the resicents of the locality 1oa

COwar the years, we have isd lo promote the ideo thot protecting the snvironment i3 no! just a pleosure
but chio o Our commibment lo the envirenment with this green wision s more fan jusl o lip service;
il iy @ paint p-ndi thraughout the Company ond can ba loken o o benchmark for ether businesses an
hew eco sustcinability needs ko ba woven into the Compoany's philasoghy.
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Colours of Fashion
One Stop Guide fo Foshion

Gul Ahmed bas redelined relod fashion in Polision. Decades age, when the indusiry was losking of fabric
a3 jusl o product, Gul Ahmed become o ‘fashion brand” for the consumer. This s becouse of the Innovalive
spiril thal drives us foeth,

Gul Ahmed was the Tt labriz brand ks launch ds very own seoiancl foshion mogazing o lew yeons ogo
The mogazine presented the entire Gul Ahmed ronge in the endless possibilifies it could be worn os. It
wa vary wall received by the public of large and played o pivetel rale in bringing lawn inle mainsiream
fashion. The mogozine has hc;:d high-end fashion designers perceive this secsonal fobric o3 o seporcte
endity with andless poasibildies in craosiviey

With gur foshion ronge exdending beyond appare! lo include occessories, the mogazing has evolved into

o complete lashion guide by showing how owr millioas of customers con creole o complete look that is
ikdish ond well putiogether
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Colours ol Youth
supporting & Meourishing Young lolent
In 2010, Gul Ahmed achieved yet ancther milestone by launching the firstever Gul Ahmed Fashion
Awards. The lounch of Gul Ahmed Fashion Awards wes our way of talling the youth of the country that
we believe in their posion, their tolent ond their skills ond that we believe if should be showcosed ot o
beopder forum, In conjunclion wath foshion schocly throughout Pokision, Gul Ahmed Foshion Awards
provided stadents with the opportunity fe design, monufechwe ond model their ovwn fashicn garments and
geceasories. Entries came in from ol over Pokiston ond the crime de lo crime of thess creaticns were
esenied of an axchsive, high profile Foshion Awards ceremony and fashion show oa March 30, 2011
Fashisn design shedenls presented their o piece collechion uiing Gul Ahmed prints, Art schooli olso
paricipoted in on occessory competition thot wos disployed o2 the event. 1§ wos for the first time thot
shedents of any lashion school were prasenting their creotions on the top modets of the cowntry o we
wanied them fo fesl pride and excisement onr?h-air achievements. Whot added o the presentation was
the foct thot big names from the foshion induwitry olis showeased their designs on the catwolk. Thase
nomes inchuded Kamiar Fokni, Korma ond Ayesha Hashwani who vied Gul A prind for their swanty-
twia piece collachion

The winmars in the foshion ond occeisory compsliion received o coak prize of Re. 100,000. Tha judges
far the competlion were Muniba h’ﬂr-ui.r Agmna honi, Mobida, Foresthish Aslom, Ayeiho Tammy Hag,
Kamdar Rokni, Maohesn Khardar, Toriq Amin, ond Ayerho Hoswani. The appreciction we hava receied
from the fashion indusiry and from the sudents specks volumes for the need our couriry has for such
p-!:lrlgrrm 1o be lownched, Gul Ahmed lakes pride in initiating this everl and i3 commitied 1o *mims wiithy
thas youth of Palkiston 1o nurture their creafivity ond passion bor fashion
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Colours of Patriotism
Lending o Helping Hand

It ez, last when cur nation was hit by devastating Roods that left millions of fomilies homeless, it
wos ong of the greoiest cobmirophic disosbers wi by tha werld thot engulfed onedifth of Fokisign,
offecting clmost 20 million of e cowntry’s inhobionts. Before the world resporded to colls for help or
ﬂﬂrhdnﬁlngfﬁldgu.mnlu%mrm*nﬂwhﬁuﬂim-wﬂdhhﬂ:wd}h
counirymen in this national rogedy.

We bhod o clear in mind fo ensure help waenil jo the right people, and ot the right ime. Our initial
efforts were dedi lo ensuring the survival of those severely offected by the floods fellowed by
collobarating with seweral orgonizations io ploy our part in the rebuilding ond reconstruction phase.

The et wate many, but with high and paisicn ko serve, we swecassfully dalivered medicol
wpm lifesoving medical oid o1 wel a1 distributed faod, clotking ond shelier. One o, whils
the of mony has shified slewhere, Gul Ahmed continues io work octively lowards ¢ ihtation of
tha Rood offectess specticolly on helping children get bock ts schoo! and Bart a narmal life






Colours af Community

Kesping he Interest af Fc-ap|: al Heagrt

Chur vision is fo creotes o community thot profechs people’s interest ond well-being throughout locol
communitics

Kaaping tha commanity’s interesl of large, wa hove alwoys ottoched o greol omount of imporionce i the
community palicing ond surveillance. Wa have clio colloborated with LAT! [Landhi Associahon of Trede
ond Industry) ond the locsl police, and through this ossociotion, wa hove halped the police of Laadhi
svablith Mada Pelice Posh and @ communication syilem 1o siay in touch with e of the area.
To burher an this ausocialion, wa hove olio provided the police with mobiles and molorbikes to
eHectvely pairal the area af all fmes

We hove also established on IP surveillonee neteork of comeras within our compus focing the external
oheas near our gales and bowndary wolls o help the police monitor and improve the sofety for our workers
and public of lorge in Londhi, The police have olio been exiremely proocfive ond werk I'HD-I‘T'HI.":'I' with

w3 bo combaol and control crime in the oren






Colours af Technology

T male Diriving wis s iha Fulu
B |I'Iq'_|q_|_|'\_l|l' LiTINI ':1 U NG RS FURUrE

Gul Ahmed hos olways believed in the power of technelogy and is an industry leader when it comes 1o
baing techamey

Ever since ity uw:jl-nn. we hove employed slate-chthe-art mochinery ond lechrology fo deliver culting:
edge produch and solfions fo cur customers, YW believe thot employing stofeclthe-art technology is the
core of increasing productivity and =nl1';|ru:i? Kmlﬂr performance. Highdech aquipment ond high-end
processss moke us on orgonization thol excels through perfect omalgomation of mon ond mochine; the
b most powerful resources on the globe.

Employing state-olthe-ort technology not anly enables us fo ereate unigue products bul alie helps us

increoie effichency by reducing wosoge ond lead fimes; thus enabling us to deliver cost effective solutions
ha ot valaed eustomers
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Colours of Lifestyls
ldeas that Complete You

Keeping the essence of Gul Ahmed alive, Ideos offers a plethora of creatively designed home fextiles in
an affarvescent paleie of calaurs, fobrics, poatierns, texhies and ambroidery shles. shore iy alia home
tes imited lerwn edition and cotion designs. Ower fhe years, Gul Ahmed hos estoblished on exdensive ronge
of sleves oereas the eountry lor cur cuslomens lo axperience on ullimale ond unbealobls thapping experieance.

Cansumer and professional channels rezagnize us ai the leader in axchaive, high quality, madern dasigns.
O aim i o provide o distindtive cozy shopping enviranment with afiroctive décor, o consissent availa

of high quality produchs ond new prodict innovalions. Each Ideas slore brings logether o diverse ronge
af eancaph under one rool, apparel, footwear, bedding ta name a few. In less than o decade’s time,

Ideas has established itsel amongu! the leading relail companies in Pokislan that offen the convenisnce
of o orestop shop

Positianed o1 a youthbul, stylish and vibront beand, ideas offers is customen nott just the ease of shopping
bt olia an enjoyobls shepping experisnce
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Colours af Imogination
Bringing Imaginahion fo Life

Thinking ouf of the bax and i Niew avenues in creativity has olwiays been aof the heart of everything
we do ai o Compony, L'Oreal's Summer Fanlasy is one such exompls.

I was on event d in magical realism, hosled al o privale foim of Tthe edge of Lehase, laf remaved
fram the griffinesa of urbon reality, One could hove deeomed the whale experience nibbing on thee sroked
salmon and !-ippirg cockiails o !H“Iplﬂ drassed ond odomed before your very eyes, The Balochki
folk artint Akhtor Channor defivered o r live pui'fmmmnu- Az the beautificotion process md-d, all
models dromotically ihrew over their io reveal foncifl ensembles crofied from nel, voile and Aoral
lowen prints of Gul Akmied. Given that the event was themied on springy sumimier, the modely personified
bnmrgu emerging from their cocoons, ready bo sal light and charm the world with thaeir inherent baauty.

Tha sefiing with o bagutilul gorden, bothed in lidoc ond powder pink, held influances of Eden in bloom
replete with mythical horsas |dyed pink) and o centre stoge that could have been lilled rom o y girl's
story book with armote drassing fobles, ribbons, Bowers ond bubblas, It wos o3 if ong hos :Jip:ﬁd-m
infe Alice’s Wonderlond soms the Mod Hotter, o3 the bubbles snveloped guests with o slont sun beam
siriking down, ong wos loat in the gorgeows focode of baouly ond imagination

Gul Ahmed helped the craotive teom behind I'Oraol's Summaer Fonlory to go for ond beyond the realms

of :ﬂlijt to deliver o doss of the surreal, successhully merging high foihion creativity ond oesthetics
alongiids o groundad soritry voice of the 3o,






Colours of Driversify

Talent hos no boundarnies

We are dynomic and compstitive beyond meowurs becauss of the diversity of our feom, Res ng woch other's
difforences, we strongly believe that prodectivity and prefits depend en Full wilization of the w Wall educoted
smployess skillsd 1o cperote in o multiceiiwel emviscnmant form o team thal undenstonds our culture, values, belieh,
bohovicurs, strengths ond wecknesses
1. Promoling Fresh Talent

* |nternshipa fior Shedents: Internships are given oul to shodents of various instibufions every summer and winker.

& Maon end Troines Progrom; Fresh groduates from repuloble universitiesfinsbilvtes are hired for o period
of d-'lg meonths and troined by mﬁ:rdli:rn-wd personnel, They are evoluated through different challenging

pﬁ'rch alter which they are oworded certificotes ond employment cpportunities depending on ousesaments

ond job vocancy.

¢  Gul Ahmed Fashion Awards 2011 lor Prom Fraah Tabent: Tha first fashion awaed aa part of a corporate
social respanshility was held to bridge the gap elodsraams ond proctical sstups. Yoang balant from

warious fashion insSitutes came up with highty innovative ideas. in garments and occessories for the competition,
£ Oppartunites ol Ingrmakonal Lival

#  Owr Infermship progroms ore olio meant Io logilitale overisos condidales wiling o work with zest in o muliculurcl
ervirenment, Currently 2 interms, ane fom Maldeva and the other from Kenya work in our Refail Division

*  Moreover, our employees are also send for visits, exhibitions and rasning courses. abroad
3. Opportunities lor Disobled Condidotes

Moving a stkep aheod, we storted hiting people with disabilikies through an NGO in our sewing unil. 35 people
hove been helped under this progrom ond we are confinuously oiming for more

4. Equal Employment Opportundty
W slond strongly on our resclve o womaen and that is why we ore purely an squal opporhunity employer

rom bosic to monogeriol positions, Thay ore o pori of oll decision-moking processes of the crgonizotion ond
seporate units ore ollocated for them, More thon | 000 females ore working af vovious positions [including stoff
ond worken) in o cordiol working gavironment ond Free conveyonce,

Oither CSE Aclivitias

. Awareness Session/Drilly
#  Haalth Aworsnsss Programs on HWV AIDS and Hepalitis B voccination drills

*  Tha employess ore trasned for SHE [Safety, Health & Environment] and trainings on fire fighting, first aid,
work I;E:u hozards and MSDS [Moterial Ep-uciril:urlun Dofa Sheets of emicals) ore conducled.

=  Employes: ore reworded with Medals ond Cash Prices for their feal ol oy incident
2. Community Development
s Sal up of raads, lights, palice chack pasl, fosipaths with collabaration of dokehaldars.
*  Development ond mainienance of seweroge ond droinoge system of local community,
*  Development of proyer oreas, drinking woter lopa for local commumisy.
#  For its C5R initotives, Gul Ahmed waos awarded o C5R excallence award (2009 & 2010}




Code of Conduct and Ethics

Integrity and good corporate conduct guide us towards our business partners, colleagues, shareholders and the general
public. The code of conduct and ethics, as stated below, are foundation of our business principles:

Abide by the law

. Employees shall not make, recommend or cause to be taken any action known or believed to be in violation of
any law, regulation or corporate policy.

. Employees shall not make, recommend or cause to be made any expenditure of funds known or believed to
be in violation of any law, regulation or corporate policy.

Integrity, honesty and respect for others

. Employees shall conduct their employment activities with the highest principles of honesty, integrity, truthfulness
and honor. To this end, employees are to avoid not only impropriety, but also the appearance of impropriety.

. Employees shall not use their position to force, induce, coerce, harass, intimidate or in any manner influence
any person, including subordinates, to provide any favor, gift or benefit, whether financial or otherwise, to

themselves or others.

. Employees representing the Company to the third parties shall not allow themselves to be placed in a position
in which an actual or apparent conflict of interest exists.

Confidentiality
. Employees shall not use or disclose the Company's trade secrets, proprietary confidential information, or any

other confidential information gained in the performance of Company's duties as a means of making private
profit, gain or benefit.
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Shareholders' Information

Annual General Meeting of their Computerized National Identity Card along with
the Participant's ID Number and their account number
The annual shareholders' meeting will be held on October at the time of attending the Annual General Meeting in

31,201 | at 10:00 am at Moosa D. Dessai ICAP Auditorium, order to facilitate their identification.
Institute of Chartered Accountants of Pakistan, G-31/8,

Chartered Accountants Avenue, Clifton, Karachi. Ownership

Shareholders as of October 24, 201 | are encouraged to

participate and vote. On June 30,201 | the Company has 1,982 shareholders.

Web Reference

Any shareholder may appoint a proxy to vote on his or
her behalf. Proxies should be filed with the Company at
least 48 hours before the meeting time. CDC shareholders
or their proxies are requested to bring with them copies

Annual/Quarterly reports are regularly posted at the
Company's website: www.gulahmed.com

Karachi Stock Exchange Share Prices 2010-1 |

Price in Rupees
Period High Low
st Quarter 23.00 18.53
2nd Quarter 29.24 2001
3rd Quarter 460l 27.12
& 4th Quarter 53.65 45.00 Y,

Announcement of Financial Results

The tentative dates of the announcement of financial results and payment of cash dividend (if any) for the year
201 1-12 are as follows:

é Period Financial Results Dividend Payment (if any)\
| st Quarter October 29, 201 | -
2nd Quarter February 27, 2012 -
3rd Quarter April 28,2012 -

& Annual Accounts September 29,2012 November 30, 2012

The Company reserves the right to change any of the above dates.
Share Registrar

Enquiries concerning lost share certificates, dividend payments, change of address, verification of transfer deeds and
share transfers should be directed to our Share Registrar Famco Associates (Private) Limited, | st Floor, State Life Building
No.I-A, Il. Chundrigar Road, Karachi. Phone Nos.(+92-21) 32427012, 32426597 & 32425467 and
Fax No.(+92-21) 32426752.

Investor Relations Contact

Mr. Mohammed Salim Ghaffar, Company Secretary
Email: salim.ghaffar@gulahmed.com, UAN: (+92-21) 111-485-485 & | | [-486-486, Fax: (+92-21) 35018838

—— ——— g .



Notice of Meeting

Notice is hereby given that the 59th Annual General Meeting of Gul Ahmed Textile Mills Limited will be held at Moosa
D. Dessai ICAP Auditorium, Institute of Chartered Accountants of Pakistan, G-31/8, Chartered Accountants Avenue,
Clifton, Karachi, on Monday, October 31,201 | at 10:00 am.to transact the following business:

I. To receive, consider and adopt the Audited Accounts of the Company for the year ended June 30, 201 |
together with the Directors’ and Auditors’ Reports thereon.

2. To approve the issue of bonus shares in the ratio of one share for every one share held i.e. 100% as
recommended by the Board.

3. To appoint Auditors for the year 201 1-2012 and fix their remuneration.

By Order of the Board

Karachi Mohammed Salim Ghaffar
October 01,201 | Company Secretary
NOTES :

|. Share Transfer Books of the Company will remain closed from October 24,201 | to October 31,201 | (both
days inclusive) for determining entitlement of bonus shares.

2. 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 than 48 hours before
the meeting.

3. Shareholders who have deposited their shares into Central Depository Company of Pakistan Limited, must
bring their original Computerized National Identity Card (CNIC) or Original Passport at the time of attending
the meeting. If proxies are granted by such shareholders 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.

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

5. Members who have not yet submitted photocopy of their CNIC are requested to send the same to the
Share Registrar of the Company Famco Associates (Private) Limited, State Life Building No.|-A, |st Floor,
|I. Chundrigar Road, Karachi at the earliest.

6. Shareholders are requested to immediately notify the change of address, if any, to the Share Registrar of
the Company.
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Directors’ Report |

Dear Shareholders

|
The directors of your Company are pleased to present the Annual Report and the audited financial statements for p i
the year ended June 30, 201 | together with auditors’ report thereon. This report represents the financial, operating '

business of the Company.
Economy Overview

During the year international uncertainties regarding the
future economic outlook re-emerged, as growth figures
for many economies had to be adjusted downward due
to the devastating earthquake in Japan and doubts about
the sustainability of public debt in Europe and the United
States which undermined confidence in the ability of
governments to take the necessary steps to restore growth.

In this context, policymakers across all regions are facing
difficult economic management challenges and many
policy dilemmas.

Keeping the international background, Pakistan is currently
facing challenges like persistence of high inflation, falling private
investment and low growth and rising total public debt due
to a low tax to GDP ratio. At the same time, severe energy
shortages and volatile security conditions have rendered the
domestic economic environment least conducive for
productive activities. The jolts to the economy continue in
the form of adverse shocks of commodity and oil prices,
fallout of the global financial crisis and the unprecedented
calamity of the floods which caused a massive damage of
$10 billion on country’s economic structure.

Forthe country, the year under review (FY 201 I) remained
difficult. The economy grew by 2.4% against the target of
4.5% (FY 2010:4.1%). Agriculture grew at 1.2% (FY 2010:
2.0%) against the target of 3.8%. Lower growth in agricutture
is because of the impact of devastating floods destroying
major crops rice, cotton and also the livestodk. The large
scale manufacturing sector grew at 1.7% (FY 2010: 4.4%).
It mainly remained the victim of power outages and lower
domestic demand. CPl inflation at 13.9% in June 2011 is
higher than the target by 4.4%. Now the recent flood
catastrophe, particularly in Sind, due to heavy rains has
multiplied Pakistan's economic problems.

The economic management team of Pakistan needs to
restructure the policy framework targeted to improve
the welfare of public, encourage business activities in the
country, broaden tax base for better resource mobilization,
improve the efficiency of public sector spending and
facilitate the industries to generate revenues and keep
up with and increase efforts to further bring foreign
currency earnings into the country and create employment.
In short, more effective consolidated fiscal policy is needed.

Industry Overview

Textile industry in Pakistan constitutes 46% of total
manufacturing sector and 38% of manufacturing labor is
employed in this industry. Textile sector accounted for
62% in export growth. The positive growth in the export
market is mostly the effect of price and the contribution
of increase in production impact is minimal.

FY 201 | witnessed a significant increase in cotton prices
mainly as a result of floods in Pakistan, droughts in USA
and unfavorable weather conditions. This was further
compounded by export ban by India as well as lower
availability of cotton from the major cotton producing
countries.

Business Review

Gul Ahmed Textile Mills Limited (Gul Ahmed) is a Company
listed on the Karachi and Lahore Stock Exchanges. It is
a composite textile mill and is engaged in the manufacture
of textile products. It has state of the art production
facilities in its two segments, yarn and processing. We, in
the industry, are pioneers in setting up a chain of our
own retail outlets in Pakistan. Our passion for designing
and creating the world of new style and fashion is also
critically important to Gul Ahmed.

Performance Highlights

Pakistan's textile industry which is the major contributor
to the country’s exports is dependent on cotton. During
the year local cotton prices witnessed a steep increase
ofaround 120% as compared to the previous year: Similarly
cotton prices worldwide also rose sharply.

Your Company’s financial performance despite the sharp
increase in cotton price is par excellence.

Financial Performance

The Company has shown improvement in all areas — sales
have increased by 29%, gross profit by 46%, profit after tax
and earnings per share (EPS) by 150%.Table comparing
the current FY 2011 with FY 2010 is given below:

24

I
i
&
and corporate social responsibility performance of the Company and highlights the key business challenges to the I: ;
i
|



FY 2011| FY 2010| Growth

Rupees in Millions | %

Local Sales 8297 8949 (652) (7.29)
Exports 17,139 10,740 6,399 59.58
Total Sales 25436 19,689 5747  29.19

Gross Profit 4,627 3,173 1,454 4582
Profit before tax 1,537 708 829 117.09
Profit after tax [,196 478 718 150.21

EPS (Rs.) 1885 752 1133 15066

Operating results of the Company are summarized below:

Rs. 000s
Profit after providing depreciation/ 1,537,454
amortization of Rs.724 million
Provision for taxation (340,997)
Profit after tax 1,196,457
Unappropriated profit
brought forward 480,534
Amount available for appropriation 1,676,991
Appropriations -
Final dividend for the FY 2010 79,349
@ Rs. 1.25 per share
General reserve 400,000
Amount carried forward [,197,642
1676991

Subsequent Effects

The Board of Directors of the Company in their meeting
held on October 01,201 | have proposed the following:

Rs. 000s

Balance of unappropriated

profit brought forward 1,197,642
Transfer from capital reserve

for issue of bonus shares 450,446
Available for appropriation 1,648,088
Transfer to reserves for issue of bonus

shares in ratio of one share for

every one share held (634,785)
Transfer to general reserve (1,000,000)
Unapprpriated profit carried forward 13,303
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Operational Performance

Operationally due to the cotton price scenario, production
was somewhat stagnant/curtailed, while on the sales side
export quantities of processed fabric have increased,
whereas yarn exports and local sales quantities were
lower.

Capital Structure

During the year, authorized share capital was increased
from Rs. 750 million to Rs. ,500 million to cater the
future needs of the Company. Shareholders' equity
increased by Rs. |,117 million to Rs. 4,713 million as a
result of profits retained in the business.

The debt to equity ratio as at the end of June 30, 201 |
improved to 32:68 (June 30, 2010: 38:62). Management
continues to focus on rationalization of the gearing ratio.

Funds Management

The Company considers cash flows as its lifeline. Projected
cash flows are regularly compared with actual results and
corrective actions are taken wherever it appears necessary.
Interest and foreign exchange rates are closely monitored
to take timely decisions to manage risks or avail the
opportunities.

As a result of efficient fund management procedures
current ratio at the year end has improved to 1.03:1 (FY
2010:0.97:1)

The Company ensures that funds are available as and
when required. The Company also has Rs. 2,185 million
(2010:Rs. 3,080 million) unutilized credit lines with various
banks to cover any temporary mismatches.

Contribution to National Exchequer

The benefit of your Company's growth and profitability
is also shared by the government. The Company incurred
a total of Rs. 858 million in 2011 (2010: Rs. 483 million)
in various federal, provincial and local taxes - an increase
of 78% over last year.

Health, Safety and Environment

Health, Safety and Environment (HSE) is of prime concern
and we give priority to implement HSE standards in all
business segments. For this purpose, the HSE department
has implemented a number of training sessions and
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programs in order to impart knowledge and raise the
awareness of employees in relation to HSE. Fire fighting,
first aid and emergency quick response drills are routine
matters.

Your Company continues to provide medical facilities like
ambulances and dispensary having full time doctor on
permanent basis to the workers. Staff members are
covered under the health insurance plan.

Human Excellence

Human Resource Management is an important
management unit of the organizational strategy and plays
a role that links employees and organizational success.

Human resource function is playing a major role by
nurturing the culture of value addition and adopting
positive attitudes.

Your Company stands by the core ethical and moral
values and therefore we do not discriminate on the basis
of religion, race, sex or disability in the process of
recruitment, training and career advancement. Instead,
Gul Ahmed promotes hiring of female and special persons
and facilitates them with the suitable work environment.

At Gul Ahmed, sports competitions are also arranged
for the recreation and health of the employees. Healthy
and content employees can perform at the optimum
level is the philosophy of the management. In the current
year a cricket tournament was arranged beside other
healthy activities and was participated by the teams from
all departments.

Management Information System

Timely and accurate reporting which caters the specific
needs of the users and to make the decision making
process more effective is the basis on which we have set
up a well integrated and tested information system.
Considering the necessity and needs of the users, we
regularly review and upgrade our system.

Corporate Social Responsibility

At Gul Ahmed we consider it our moral duty to invest
and work for the betterment of the community and
environment in which it is growing.

The Company continues to pursue the following guidelines
to be a good corporate citizen:

*  Execute and implement projects to alleviate the
poverty

*  Providing civic amenities, health, education and
housing facilities

*  Support social causes

*  Continuously striving to improve greenery, maintain
a clean and green environment around the factory
and better housekeeping

*  Encouraging women employment
*  Encouraging employment of special people
Employment of Women and Special Persons

Employment of women improves the country’s social
environment, as the income earned by them supports
their families, by enabling them to meet their unattended
needs.We, at Gul Ahmed, have employed more than one
thousand female workers and staff.

Following the famous Chinese proverb, “Give a man a
fish and you feed him for a day.Teach a man to fish and
you feed him for life time”, similarly Gul Ahmed, instead
of providing short term help provides training to special
persons enabling them to be capable of earning the
livelihood. Some of them are given jobs in the Company.
Currently forty six (46) special persons are on the
Company's payroll.

Community Development

Gul Ahmed gives great importance to the wellbeing and
safety of the local community. Efforts in this regard are
detailed in the earlier part of the Annual Report.

Recycling

The Company's waste water treatment plant with the
recycling capacity of 4,500 cubic meters per day is operating
efficiently.

Caustic soda recovery plant has been successfully
refurbished and revamped during the year to ensure
maximum recovery of caustic soda.

26




Environment

The Company has set in environment friendly steps within
the production processes. Efforts in this regard are detailed
in the earlier part of the Annual Report.

Energy

Your Company generates its own power, thus reducing
the burden on the power generation capacity of the
country.We are now in the process of installing a steam
turbine with rated capacity of 2.5 MW power generation
costing more than Rs. 200 million. Steam generation will
save the country’s precious gas resources.

Donations/Charities for National Cause

Our nation is going through the most difficult days in its
history. Environmental disasters and the war on terror
have worsen the social life of our beloved countrymen.
Efforts of the Company in this regard are detailed in
earlier portion of Annual Report.

Business Risks and Challenges

The Company operates in a challenging environment
which may affect its financial and non financial performance.
The management has developed a system built in its
strategy to separately identify, evaluate, timely address
and manage each and every risk.

Major financial risks, considered important for the
management, are exchange rate risk and liquidity risk and
are discussed in detail in note no. 38 to the financial
statements on page no. 76. Some of the risks, including
non—financial risks, are discussed below:

Commodity Price Risk

The Company is exposed to the fluctuations in international
prices of cotton and oil. Pricing of both commodities is
based on the open market mechanism. Increase in the
prices of these commodities will affect the Company’s
profit margins unless there is a corresponding increase
in selling prices.

Security Conditions

To ensure the smooth running of operations safety and
security are important. The incidents of terrorism, violent
strikes and extortion force the business to remain closed.
It affects the full utilization of production capacity and
meeting the shipment targets as agreed with the customers.
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The management is fully aware with this scenario and is
incurring substantial cost for protection of employees and
assets by deploying security guards and has established
a system of surveillance through IP cameras installed at
every location. The Company has also obtained insurance
cover for terrorism risks.

Environmental and Fire Loss Risks

Company is also exposed to the risk of natural disasters
and fire. Natural disasters include heavy rains, flooding,
earthquakes, etc.

Fire is considered as an inherent risk in the textile industry.
Fire in cotton spreads like wild fire. All possible fire and
safety measures have been put in place. The Company
has also obtained insurance cover of all its assets against
the risk of natural disasters and fire.

Energy Shortage

So far; the Company's production facilities have not faced
any significant gas curtailment, on which its power
generation system depends. Future shortages will affect
its production schedule.

The Company has arranged with its customers flexible
delivery schedules but in case of prolonged shortages
supplies will be affected. We also have about 15% to 20%
furnace oil power generation capacity. Along with surplus
production capacities, the Company can overcome the
gas shortage problem partiallyVWe are planning to convert/
install dual fuel and alternate energy power generation
facility and are also considering to avail electricity supply
from KESC.

Code of Corporate Governance

The management of the Company is committed to good
corporate governance and complying with the best
practices. As required under the Code of Corporate
Governance, the Directors are pleased to state as follows:

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

*  Proper books of accounts of the Company have
been maintained.

* Appropriate accounting policies have been
consistently applied in preparation of financial
statements and accounting estimates are based
on reasonable and prudent judgment.
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* International Financial Reporting Standards, as
applicable in Pakistan, have been followed in
preparation of financial statements and any
departure therefrom has been adequately
disclosed.

* The system of internal control is sound in design
and has been effectively implemented and
monitored. The Audit Committee comprises
three members, two of whom are non-executive
directors.The Chairman is an independent non-
executive director.

* There are no significant doubts upon the
Company's ability to continue as a going concern.

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

* The value of investment of provident fund based
on its un—audited accounts as on June 30,201 |
is Rs. 276 million (FY 2010: Rs. 207 million).

* Statements regarding the following are annexed
or are disclosed in the notes to the financial
statements:

- Number of Board meetings held and
attendance by directors.

- Key financial data for the last six years.
- Pattern of shareholding.

- Trading in shares of Company by its Directors,
Chief Executive, Chief Financial Officer and
Company Secretary and their spouses and
minor children.

Board Changes

The current members of the Board are listed on page
no. 2.

On completion of statutory term of three years, elections
of the directors were held on March 31,201 | and new
directors assumed office thereafter.

The newly elected Board has an optimum combination
of executive, non-executive and independent non-executive
directors. Five out of the nine directors on the Board are
non-executive, three of whom are independent non-
executive directors. None of the directors on the Board
is a director of more than ten listed companies. All the
directors have diverse exposures, all the necessary skills
and understanding to deal with various business issues
and have the ability to review and challenge management
performance.

Auditors

The present auditors Hyder Bhimji & Co., Chartered
Accountants, retire and present themselves for
reappointment.

Consolidated Financial Statements

Consolidated Financial Statements for the year ended
June 30, 2011 of the Company and its subsidiaries
Gul Ahmed International Limited (FZC) and GTM (Europe)
Limited are attached.

Future Outlook

Locally, business faces volatility in cotton and energy prices
and energy shortages, availability of cotton due to recent
floods in Sind, worsening security situation, high inflation
and a fragile economy.

The Company is in the export market mostly to Europe
and North America, where diminishing economic
conditions and governments’ austerity programs have
chilled business and consumer confidence.

The Company is fully live to these areas of concern. The
Company is progressively diversifying its product mix as
well as product destination.
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BASHIR ALI MOHOMMAD
Chairman & Chief Executive

Karachi
October 01,201 |
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Financial Performance at a Glance

Profit & Loss

Sales

Gross profit
Operating profit
Profit before tax
Profit / (loss) after tax
Cash dividend

Bonus share

Rs. Million
Rs. Million
Rs. Million
Rs. Million
Rs. Million
Rs. Million
Rs. Million

2011

25,435
4,627
2,635
1,537
1,196

635

2010

19,689
3,173
1,653

708
478
79

2009

13,906

2,359
1,209

|70
80

2008

11,726
1,775
936
202
103
55

2007

9,848
1,475
745
262
|64

2006

8223
1,286
598
12
(35)

Balance Sheet

Property, plant and equipment

Intangible

Long term investment, loans,
advances and deposits

Net current assets

Total assets employed

Represented by:

Share capital
Reserves
Shareholders' equity

Long term loans
Deferred liabilities

Total capital employed

Cash Flow Statement

Rs. Million
Rs. Million
Rs. Million

Rs. Million

Rs. Million

Rs. Million
Rs. Million
Rs. Million

Rs. Million
Rs. Million

Rs. Million

6,654
39

96

422

7211

635
4,078
4,713

2,199
299

7211

6,140
16

93

(224)

6,025

635
2961
3,596

2,223
207

6,025

6,106
29

90

(390)

5835

635
2,483
3,118

2567
149

5835

5828
28

78

(687)

5247

552
2210
2,762

2,354
130

5,247

(278)

4,529

552
2,107
2,659

1,772

4,529

4,537

460
1,851
2,311

2,151

4,537

Operating activities
Investing activities
Financing activities

Cash and cash equivalents at
the end of the year

Rs. Million
Rs. Million
Rs. Million

Rs. Million

2.617)
(1,250)
(148)

(9,676)

454

@)
(170)

(5.660)

442

931

398

(5233)
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(1,649)
680

(5.141)

774
713)
6

(3832)
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Financial Ratios

Profitability ratios

Gross profit ratio
Operating leverage ratio
EBITDA margin to sales
Net profit to sales

Return on equity

Return on capital employed

Liquidity ratios

Current ratio
Quick / acid test ratio
Cash to current liabilities

%
Times

%
%

Cash flow from operations to sales

Capital structure ratios

Financial leverage ratio

Weighted average cost of debt

Debt to equity ratio
Interest cover ratio

Turnover ratios

Inventory turnover
Inventory turnover ratio
Debtor turnover

Debtor turnover ratio
Creditor turnover
Creditor turnover ratio
Fixed assets turnover ratio
Total assets turnover ratio
Operating cycle

Investor information

Earnings per share
Price earning ratio
Price to book ratio
Dividend vield ratio
Cash dividend per share
Bonus shares issues
Dividend payout ratio
Dividend cover ratio
Break - up value per share
Market value per share
at the end of the year
high during the year
low during the year
EBTIDA

Days
Days

Days

Days

Rupees

Rupees
%
%
Times
Rupees

Rupees

Rupees

Rupees
Rs. million

2011

18.19
2.04
1321
4.70
28.80
39.82

1.03
0.19
0.01

(0.10)

2.67
0.10
0.47
2.40

134
0.37
31
0.09
82
0.23
3.82
1.25
83

18.85
2.74
0.16

100
74.24
51.73
53.65

18.53
3,359

2010

16.12
0.88
[1.92
243
14.22
27.87

0.97
0.34
001
0.02

240
0.1
0.62
1.75

98
0.27
45
0.12
73
0.20
321
.35
70

7.52
246
0.08
0.07
.25

16.60
6.02
56.45

18.53
38.84
17.40
2,347

2009

16.96
|.57
13.37
0.58
273
21.82

0.95
0.39
001
0.03

2.69
0.12
0.82
[.16

107
0.29
66
0.18
76
0.21
227
1.02
97

38.84
49.00
28.60
1,860

2008

[5.14
.34
12.49
0.88
3.80
19.14

090
042
00l

(003)

295
0.08
0.85
1.28

95
0.26
72
0.20
6l
0.17
2.00
0.95
106

1.86
2151
0.18
0.03
1.00

53.68
1.87
50.04

40.00
51.40
3725
1,465

2007

14.98
.23
[1.90
1.67
6.60
16.45

0.95
0.47
0.0l
0.08

2.30
0.07
0.67
.54

104
028
74
020
56
0.15
2,08
098
122

3.1
14.68
0.25

48.17

45.65
49.90
23.75
171

2006

15.64
125
12.06
(0.42)
(153)
13.42

1.00
0.47
0.0l

295
0.13
0.93
1.02

130
0.23
84
0.23
82
0.21
1.85
0.82
131

41.00
67.95
2550

991
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Assets 201 |

66.73%

m Property, plant and equipment

® | ong term investment

“ Long term loans, advances and deposits
= Current assets

32.80%

0.29%

57.20%

Assets 2010

42.17%

m Property, plant and equipment

® |ong term investment

“ Long term loans, advances and deposits
= Current assets

uol|w ul sy

Fixed Assets Growth

7000
6000
5000
4000
3000
2000
1000

0
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o

uol|jIw Ul sy

1,200

1,000
800
600
400

200

(200)

Profit After Tax

2006 2007 2008 2009 2010 2011

uol|Iw U1 sy

Sales Growth

30,000
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Local and Export Sales
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uol|Iw U1 sy

Equity Growth
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Our Value Addition and its Distribution

2011 2010
Rs.'000 % Rs.'000 %
Value Addition
Net sales 25,435,465 99.90 19,688,794 99.87
Other operating income 24,931 0.10 25,116 0.13
25,460,396 100.00 19713910 100.00
Value Distribution
Cost of sales (Excluding employees' 18,379,932 72.19 14,601,733 74.07
remuneration, duties and taxes)
Distribution and administration expenses 1,300,743 5.11 1,019,225 5.17

(Excluding employees' remuneration and taxes)

Employees' remuneration 2,668,460 10.48 2,191,440 [1.12
Government taxes (Includes income tax,

WPPEWWEF duties, federal & provincial taxes, etc.) 831,647 3.27 477,135 242
Providers of capital (Finance cost) 1,079,671 424 944,603 4.79
Dividend 79,349 0.31 - -
Contribution to society (Donations) 3,486 0.0l 2,241 0.0l
Profit retained 1,117,109 4.39 477533 242

25,460,396 100.00 19713910 100.00
Distribution of Wealth 201 | Distribution of Wealth 2010

B Cost of Sales B Cost of Sales

3 Distribution and Administration Expenses B Distribution and Administration Expenses

O Employees’ Remuneration 0 Employees' Remuneration

B Government Taxes B Government Taxes

B Finance Cost B Finance Cost

B Contribution to Society B Contribution to Society i

8 Profit Retained B Profit Retained y
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Horizontal Analysis of Financial Statements

2011 2010 2009 2008 2007 2006 2011 2010 2009 2008 2007 2006
Rs."'000s Variance %

Balance sheet
Total equity 4,712,873 3595765  3,118232 2762029 2,659,191 2,310,795 31.07 1531 1290 387 1508 1.85
Total non-current liabilities 2,497,260 2429247 2715884 2484561 1,869,832 2225763 2.80 (1055) 931 3288 (1599) 546
Total current liabilities 13,194,546 8574679 7749618 7085112 5480926 5434391 53.88 10.65 938 2927 086 0.16
Total equity and liabilities 20,404,679 14,599,691 13,583,734 12,331,702 10,009949 9,970949 39.76 748 1015 2319 039 1.69
Total non-current assets 6,788,103 6249091 6224462 5933390 4,807,233 4520454 8.63 040 491 2343 6.34 10.32
Total current assets 13,616,576 8350600 7,359,272 6398312 5202716 5450495 63.06 1347 1502 2298 (455) (451)
Total assets 20,404,679 14,599,691 13583734 12,331,702 10009949 9,970949 39.76 748 1015 2319 039 1.69
Profit & loss account
Net sales 25,435,465 19,688,794 13906465 11,725851 9,847,754 8222820 29.19 4158 1860 1907 1976 4242
Cost of sales (20,808,843) (16,515934) (11,547,856) (9,951,072) (8372/437) (6,937,020) 2599 4302 1605 1886 2069 41.20
Gross profit 4,626,622 3172860 2358609 1774779 1475317 1285800 4582 3452 3290 2030 1474 49.38
Distribution expenses (1,090,588)  (776234) (585657) (278966) (249.859) (279205) = 4050 3254 10994 1165 (1051) 8516
Administrative expenses (808926)  (715293) (572983) (563336) (473867) (464516)  13.09 2484 171 1888 201 3242
Other expenses (116,604) (53619)  (13712)  (15050) (19891)  (1,742) = 11747 29104 (8.89) (2434) 104185 (75.8)
Other income 24,931 25116 22,594 18,250 13,759 58,079 (0.74) Il.16 2380 3264 (7631) 76440
Operating profit 2,635435 1,652,830  1,208851 935,677 745459 598416 5945 3673 2920 2552 2457 66.77
Financial expenses (1,097,981)  (944,603) (1,038990) (733.839) (483268) (586035) = 1624 (9.08) 4158 51.85 (1754) 147.36
Profit before taxation 1,537,454 708,227 169,861 201,838 262,191 12,381 11708 31695 (15.84) (23.02) 201769 (89.84)
Income tax expense (340997)  (230694)  (89.651)  (99000) (97791) (47000) 4781 15732 (944) 124 10807 217
Profit for the year 1,196,457 477,533 80,210 102,838 164,400  (34,619) 15055 49535 (22.00) (37.45) (574.88) (145.61)
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Vertical Analysis of Financial Statements

Balance sheet

Total equity

Total non-current liabilities

Total current liabilities

Total equity and liabilities

Total non-current assets

Total current assets

Total assets

Profit & loss account

Net sales

Cost of sales

Gross profit

Distribution expenses

Administrative expenses

Other income

Other expenses

Operating profit

Financial expenses

Profit before taxation

Income tax expense

Profit for the year

_2011 2010 2009 _2008 2007 2006

Rs.'000s % Rs.'000s % Rs.'000s % Rs.'000s % Rs.'000s % Rs.'000s %
4712873 23.10 3595765 2463 3118232 2296 2762029 2240 2659191 2657 2310795 23.18
2497260 1224 2429247 1664 2715884 1999 2484561 2015 1869832 1868 2225763 2232
13,194546 6466 8574679 5873 7749618 5705 7085112 5745 5480926 5475 5434391 5450
20404679 100,00 14599691 10000 13583734 10000 12331702 10000 10009949 10000 9970949 10000
6788103 3327 6249091 4280 6224462 4582 5933390 4811 4807233 4802 4520454 4534
13616576 6673 8350600 5720 7359272 5418 6398312 5189 5202716 5198 5450495 5466
20404679 100,00 14599691 10000 13583734 10000 12331702 10000 10009949 10000 9970949 10000
25435465 10000 19688794 10000 13906465 10000 11725851 10000 9,847754 10000 8222820 10000
(20,808,843) (81.81) (16515934) (83.88) (11547856) (8304) (9.951072) (8486) (8,372437) (85.02) (6937020) (8436)
4626622 1819 3172860 1612 2358609 1696 1774779 1514 1475317 1498 1285800 I564
(1,090588)  (429) (776234) (394) (585657) (421) (278966) (238) (249.859) (2.13) (279.205) (238)
(808926)  (3.18) (715293) (363) (572983) (412) (563336) (480) (473867) (404) (464516) (396)

24931 010 25116 013 22594 016 18250 0.6 13759 012 58079 050
(116604)  (046) (53619) (027) (13712 (0.10)  (15050) (0.13) (19891) (0.17)  (1.742) (001
2635435 1036 1652830 839 1208851 869 935677 798 745459 636 598416 5.0
(1,097,981)  (432) (944603) (480) (1,038990) (747) (733839) (626) (483268) (412) (586035) (5.00)
1537454 604 708227 360 169861 122 201838 172 262191 224 12381 Ol
(340997)  (134) (230694) (I.17)  (89651) (064)  (99000) (084) (97.791) (083) (47,000) (040)
1196457 470 477533 243 80210 058 102838 088 164400 140  (34619) (0.30)
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Statement of Compliance with the Code of
Corporate Governance

This statement is being presented to comply with the Code of Corporate Governance ("'the Code”) contained in the
Listing Regulations of Karachi and Lahore Stock Exchanges for the purpose of establishing a framework of good
governance, whereby a listed company is managed in compliance with the best practices of corporate governance.

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

[ The Company encourages representation of independent non-executive directors and directors representing
the minority interest on its Board of Directors ("the Board”). At present the Board includes three independent
non-executive directors and two non-executive directors.

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

3. 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. None of the directors is a member of a stock
exchange.

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

5. The Company has prepared "Statement of Ethics and Business Practices", which has been signed by all the nine

directors and other managerial and secretarial staff of the Company.

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

7. All the powers of 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 Chief Executive Officer
(CEQO) and other executive directors, have been taken by the Board.

8. 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.

9. The directors have been provided with copies of the Listing Regulations of the Karachi and Lahore Stock
Exchanges, Company's Memorandum and Articles of Association and the Code of Corporate Governance and
they are well conversant with their duties and responsibilities. In compliance of sub clause (xiv) of clause 35 of
the Listing Regulations, four directors have attended and completed Corporate Governance Leadership Skills
program under the Board Development Series of Pakistan Institute of Corporate Governance (PICG).

0.  No new appointment of Chief Financial Officer (CFO), Company Secretary and Head of Internal Audit was
made during the year. The Board has approved appointment of CFO, Company Secretary and Head of Internal
Audit, including their remuneration and terms and conditions of employment, as determined by the CEO.

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

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

3. The directors, CEO and executives do not hold any interest in the shares of the Company other than that
disclosed in the pattern of shareholding.
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4. The Company has complied with all the corporate and financial reporting requirements of the Code.

5. The Board has formed an Audit Committee. It comprises three members, two of whom are non-executive
directors. The Chairman of the Committee is an independent non-executive director.

6. 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 Code. The terms of reference of the Committee have been
formed and advised to the Committee for compliance.

I7. The Board has set-up an effective internal audit function.

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

9. 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.

20.  The related party transactions have been placed before the Audit Committee and approved by the Board of
Directors to comply with the requirements of the Listing Regulations of the Karachi and Lahore Stock Exchanges.

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

BASHIR AL MOHOMMAD ZAIN BASHIR

Chairman and Chief Executive Director

Karachi

October 01,201 |
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Review Report to the Members on Statement of Compliance
with Best Practices of the Code of Corporate Governance

We have reviewed the Statement of Compliance with the best practices contained in the Code of Corporate
Governance for the year ended June 30,201 | prepared by the Board of Directors of Gul Ahmed Textile Mills Limited
("the Company”) to comply with the Listing Regulations of the respective Stock Exchanges, where the Company is
listed.

The responsibility for compliance with the Code of Corporate Governance is that of the Board of Directors of the
Company. Our responsibility is to review, to the extent where such compliance can be objectively verified, whether
the Statement of Compliance reflects the status of the Company's compliance with the provisions of the Code of
Corporate Governance and report if it does not. A review is limited primarily to inquiries of the Company personnel
and review of various documents prepared by the Company to comply with the Code.

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

Further, Sub-Regulation (xiii a) of Listing Regulations 35 notified by the Karachi and Lahore Stock Exchanges requires
the Company to place before the Board of Directors for their consideration and approval related party transactions
distinguishing between transactions carried out on terms equivalent to those that prevail in arm's length transactions
and transactions which are not executed at arm's length price recording proper justification for using such alternate
pricing mechanism. Further; all such transactions are also required to be separately placed before the audit committee.
We are only required and have ensured compliance of requirement to the extent of approval of related party transactions
by the Board of Directors and placement of such transactions before the audit committee. VWe 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 Statement of Compliance
does not appropriately reflect the Company's compliance, in all material respects, with the best practices contained
in the Code of Corporate Governance, as applicable to the Company for the year ended June 30, 201 1.

Karachi HYDER BHIM]I & CO.
October 01,2011 Chartered Accountants
Engagement Partner: Hyder Ali Bhimji
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Auditors' Report to the Members

We have audited the annexed Balance Sheet of Gul Ahmed Textile Mills Limited ("the Company”) as at June 30, 201 |
and the related Profit and Loss Account, Statement of Comprehensive Income, Cash Flow Statement and Statement
of Changes in Equity together with the notes forming part thereof, for the year then ended and we state that we have
obtained all the information and explanations which, to the best of our knowledge and belief, were necessary for the
purposes of our audit.

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

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

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

b) in our opinion:

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

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

¢) in our opinion and to the best of our information and according to the explanations given to us, the
Balance Sheet, Profit and Loss Account, Statement of Comprehensive Income, 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 affairs as at June 30,201 | and of the profit, total comprehensive income, its cash flows and
changes in equity for the year then ended; and

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

Karachi HYDER BHIMJI & CO.
October 01,201 | Chartered Accountants
Engagement Partner: Hyder Ali Bhimiji
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Balance Sheet
As at June 30,201 |

2011 2010
Note Rs. 000s
EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES
Share capital 4 634,785 634,785
Reserves 5 2,880,446 2,480,446
Unappropriated profit 1,197,642 480,534
4,712,873 3,595,765
NON-CURRENT LIABILITIES
Long term financing 6 2,198,591 2,222,650
Deferred liabilities
Deferred taxation - net 7 284,563 194,314
Staff retirement benefits 8 14,106 12,283
298,669 206,597
CURRENT LIABILITIES
Trade and other payables 9 2,586,514 1,964,969
Accrued mark-up 10 216,798 156,589
Short term borrowings Il 9,759,190 5,744,727
Current maturity of long term financing 632,044 676,863
Provision for taxation - net of payment - 31,531
13,194,546 8574,679
CONTINGENCIES AND COMMITMENTS 12
20,404,679 14,599,69 |
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201 | 2010
Note Rs. 000s

ASSETS
NON-CURRENT ASSETS

Property, plant and equipment 13 6,140,114
Intangible assets 14 16,349
Long term investment I5 58,450
Long term loans and advances 16 1,846
Long term deposits 32,332
6,249,091

CURRENT ASSETS
Stores, spares and loose tools |7 475422
Stock-in-trade 18 4,943,904
Trade debts 19 2,359,265
Loans and advances 20 137,263
Prepayments 47939
Other receivables 21 237,936
Tax refunds due from government 22 63,905
Cash and bank balances 23 84,966

8,350,600
P
The annexed notes | - 42 form an integral part of these financial statements.
BASHIR ALl MOHOMMAD ZAIN BASHIR
Chairman and Chief Executive Director




Profit and Loss Account
For the Year Ended June 30,201 |

2011 2010
Note Rs. 000s
Sales 24 25,435,465 19,688,794
Cost of sales 25 20,808,843 16515934
Gross profit 4,626,622 3,172,860
Distribution cost 26 1,090,588 791,442
Administrative expenses 27 808,926 700,085
Other operating expenses 28 116,604 53,619
2,016,118 1,545,146
2,610,504 1,627,714
Other operating income 29 24,931 25,116
Operating profit 2,635,435 1,652,830
Finance cost 30 1,097,981 944,603
Profit before taxation 1,537,454 708,227
Provision for taxation 31 340,997 230,694
Profit after taxation W W
Earnings per share - basic and diluted (Rs.) 32 18.85 7.52
The annexed notes | - 42 form an integral part of these financial statements.
BASHIR AL MOHOMMAD ZAIN BASHIR
Chairman and Chief Executive Director
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Statement of Comprehensive Income
For the Year Ended June 30,201 |

2011 2010
Rs. 000s

Profit after taxation 477,533
Other comprehensive income - net of tax
Total comprehensive income 477,533
The annexed notes | - 42 form an integral part of these financial statements.
BASHIR ALl MOHOMMAD ZAIN BASHIR

Chairman and Chief Executive Director




Cash Flow Statement

For the Year Ended June 30,201 |

Note

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before taxation

Adjustments for:
Depreciation
Amortisation
Provision for gratuity
Finance cost
Provision for slow moving/obsolete items
Provision for doubtful debts
Property, plant and equipment scrapped
Profit on sale of property, plant and equipment

Changes in working capital:
(Increase)/decrease in current assets
Stores, spares and loose tools
Stock-in-trade
Trade debts
Loans and advances
Prepayments
Other receivables
Tax refunds due from government

Increase in current liabilities
Trade and other payables

Cash (used in)/generated from operations
(Payments) for/receipts from:

Gratuity
Finance cost
Income tax
Long term loans and advances
Net cash (used in)/generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Addition to property, plant and equipment

Addition to intangible assets

Proceeds from sale of property, plant and equipment
Long term deposits

Net cash used in investing activities
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2011 2010
Rs. 000s
1,537,454 708,227
708,255 677522
15,725 16,672
8,444 7015
1,097,981 944,603
10,304 7,736
29,200 19,031
2,657 [,129
(12,877) (9.223)
3,397,143 2,372,712
(241,232) (36,095)
(5,390,456) (1,057,733)
299,342 154,284
(439) (14,656)
7,453 (14,008)
25,390 (77.187)
14,979 (10226)
(5.284,963) (1055,621)
621,545 229,051
(4,663,418) (826,570)
(1,266,275) | 546,142
(6,621) (4,739)
(1,037,772) (966419)
(304,407) (121297)
(2,395) 416
(2,617,470) 454,103
(1,242,360) (738,765)
(38,006) (4,138)
30,714 35,055
(725) (3.298)
(1,250,377) (711,146)
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2011 2010
Note Rs. 000s

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from long term loans 328457

Repayments of long term loans (498,634)

Dividend paid -

Net cash used in financing activities (170,177)

Net decrease in cash and cash equivalents (427,220)

Cash and cash equivalents - at the beginning of the year (5,232,541)

Cash and cash equivalents - at the end of the year 34 (5,659,761)

The annexed notes | - 42 form an integral part of these financial statements.

BASHIR ALl MOHOMMAD ZAIN BASHIR
Chairman and Chief Executive Director




Statement of Changes in Equity
For the Year Ended June 30,201 |

Share Revenue Capital  |Unappropriated Total
capital reserve reserve profit
Rs. 000s

Balance as at June 30,2009 634,785 1,950,000 450,446 83001 3,118232
Transfer to revenue reserve - 80,000 - (80,000) -
Total comprehensive income
Profit for the year - - - 477,533 | 477,533
Other comprehensive income - - - - -
Total comprehensive income for the year - - - 477,533 477,533
Balance as at June 30,2010 634,785 2,030,000 450,446 480,534 3,595,765
Transfer to revenue reserve - 400,000 - (400,000) -
Transaction with owners
Final dividend for the year ended June 30,2010 - - - (79349)  (79,349)
Total comprehensive income
Profit for the year - - - 1,196,457 | 1,196,457
Other comprehensive income - - - - -
Total comprehensive income for the year - - - 1,196,457 1,196,457
Balance as at June 30,201 | 634,785 2,430,000 450,446 1,197,642 4,712,873

The annexed notes | - 42 form an integral part of these financial statements.

BASHIR AL MOHOMMAD ZAIN BASHIR

Chairman and Chief Executive Director
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Notes to the Accounts

For the Year Ended June 30, 2011

I THE COMPANY AND ITS OPERATIONS

Gul Ahmed Textile Mills Limited (The Company) was incorporated in 1953 in Pakistan as a private
limited company, converted into public limited company in 1955 and was listed on Karachi and
Lahore Stock Exchanges in 1970 and 1971 respectively. The Company is a composite textile mill
and is engaged in the manufacture and sale of textile products.

The Company's registered office is situated at Plot No. 82, Main National Highway, Landhi, Karachi.

2 BASIS OF PREPARATION

These financial statements comprise balance sheet, profit and loss account, statement of comprehensive income,
cash flow statement and statement of changes in equity together with explanatory notes and have been
prepared under the ‘historical cost convention’ except as has been specifically stated below in respective notes.

2.1

22

Statement of compliance

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

Standards, interpretations and amendments to published approved accounting standards

2.2.1 Standards, interpretations and amendments to published approved accounting standards
that became effective during the year

There are certain new standards, interpretations and amendments to published approved accounting
standards that are mandatory for accounting periods beginning on or before January 01, 2010 but
considered not to be relevant or to have any significant effect on the Company's operations and
are, therefore, not disclosed in these financial statements.

2.2.2 Standards, interpretations and amendments to published approved accounting standards that are

not yet effective

Following accounting standards, amendments and interpretations to approved accounting standards
have been published that are mandatory to the Company's accounting periods beginning on or
after the dates mentioned below:

- IAS 24 Related Party Disclosures (revised 2009) - (effective for annual periods beginning on
or after January Ol, 201 |). The revision amends the definition of a related party and modifies
certain related party disclosure requirements for government related entities and include an
explicit requirement to disclose commitments involving related parties. The amendment is not
likely to have any impact on the Company’s financial statements.

- Amendments to IAS |12 - Deferred Tax: Recovery of Underlying Assets (effective for annual
periods beginning on or after January 0Ol, 2012). These amendments provide presumption that
the carrying amount of an asset measured using the fair value model in IAS 40 will be through
sale. As a result of the amendments, SIC - 21 (Income Taxes: Recovery of revalued non-depreciable
assets) will no longer apply to investment properties accrued at fair value. This amendment is
not likely to have any impact on the Company’s financial statements.
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2.3

2.4

- Amendments to IFRIC 14 - IAS 19 The limit on a Defined Benefit Assets, Minimum Funding
Requirements and their Interaction (effective for annual periods beginning on or after
January 01, 201 1).These amendments remove unintended consequences arising from the treatment
of prepayments where there is a minimum funding requirement. These amendments result in
prepayments of contributions in certain circumstances being recognised as an asset rather than
an expense.This amendment is not likely to have any impact on the Company’s financial statements.

- Improvements to IFRSs 2010 - IFRS 7 Financial Instruments: Disclosures (effective for annual
periods beginning on or after January Ol, 201 I). These amendments add an explicit statement
that qualitative disclosure should be made in the context of the quantitative disclosures to better
enable users to evaluate an entity’s exposure to risks arising from financial instruments. In addition,
the IASB amended and removed existing disclosure requirements. The amendment may result
in certain changes in disclosures.

- Improvements to IFRSs 2010 - IAS | Presentation of Financial Statements (effective for annual
periods beginning on or after January 01, 201 I). These amendments clarify that disaggregation
of changes in each component of equity arising from transactions recognised in other comprehensive
income is also required to be presented, but may be presented either in the statement of
changes in equity or in the notes. The amendment may result in certain changes in disclosures.

There are other amendments to the approved accounting standards and interpretations that are mandatory
for accounting periods beginning on or after January Ol, 201 | but are considered not to be relevant or
to have any significant effect on the Company's operations and are therefore not detailed in these financial
statements.

Further, the following new standards have been issued by IASB which are yet to be notified by the Securities
and Exchange Commission of Pakistan (SECP) for the purpose of applicability in Pakistan.

International Financial Reporting IASB effective date annual periods
Standards (IFRSs) beginning on or after
IFRS 9 - Financial Instruments January |, 2015
IFRS 10 - Consolidated Financial Statements January |, 2013
IFRS Il - Joint Agreements January |, 2013
IFRS 12 - Disclosure of Interests in other Entities January |, 2013
IFRS I3 - FairValue January |,2013

Functional and presentation currency
These financial statements are presented in Pakistan Rupee which is the Company's functional currency.
Critical accounting estimates and judgments

The preparation of financial statements in conformity with approved accounting standards requires the
use of certain critical 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, 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 judgment was exercised in application of accounting
policies are as follows:

Defined benefit plan

Certain actuarial assumptions have been adopted as disclosed in note 8 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 years might affect unrecognised gains and losses in those years.
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Contingencies

The assessment of the contingencies inherently involves the exercise of significant judgment as the outcome
of the future events cannot be predicted with certainty. The Company, based on the availability of the
latest information, estimates the value of contingent assets and liabilities which may differ on the
occurrence/non - occurrence of the uncertain future event(s).

Property, plant and equipment

The Company reviews appropriateness of the rate of depreciation, useful life, residual value used in the
calculation of depreciation. Further where applicable, an estimate of recoverable amount of assets is made
for possible impairment on an annual basis.

Stock-in-trade and stores & spares

The Company reviews the net realisable value of stock-in-trade and stores & spares to assess any diminution
in the respective carrying values. Net realisable value is determined with reference to estimated selling
price less estimated expenditures to make the sales.

Provision against trade debts, advances and other receivables

The Company reviews the recoverability of its trade debts, advances and other receivables to assess
amount of bad debts and provision required there against on annual basis.

Income taxes

The Company takes into account relevant provisions of the prevailing income tax laws while providing
for current and deferred taxes as explained in note 3.6 of these financial statements. Deferred tax calculation
has been made based on estimate of future ratio of export and local sales based on past history.

Provision for obsolescence

Provision for obsolescence and slow moving spare parts is based on parameters set out by management.

SIGNIFICANT ACCOUNTING POLICIES

3.1

3.2

3.3

Foreign currency transactions and translation

All monetary assets and liabilities in foreign currencies are translated into Pak Rupees at the rates of
exchange prevailing at the balance sheet date or as fixed under contractual arrangements. Transactions
in foreign currencies are translated into Pak Rupees at exchange rate prevailing at the date of transaction.
Foreign exchange gains and losses on translation are recognized in the profit and loss account. All non-
monetary items are translated into Pak Rupees at exchange rates prevailing on the date of transaction
or on the date when fair values are determined.

Borrowing cost

Borrowing costs are recognized as an expense in the period in which these are incurred except to the
extent of borrowing costs that are directly attributable to the acquisition, construction or production of
a qualifying asset. Such borrowing costs are capitalized as part of the cost of that asset up to the date of
its commissioning.

Staff retirement benefits
Defined benefit plan

The Company operates unfunded gratuity schemes for all its eligible employees who are not part of the
provident fund scheme.

The Company accounts for gratuity provision on the basis of actuarial valuation using the projected unit
credit method.The results of valuation are summarised in note 8.
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3.5

3.6

3.7

Actuarial gains and losses arising at each valuation date are recognized immediately in the profit and loss account.

Benefits under the scheme are payable to employees on completion of the prescribed qualifying period
of service under the scheme.

Defined contribution plan

The Company operates a recognized provident fund scheme for its eligible employees to which equal
monthly contribution is made by the Company and the employees at the rate of 8.33% of the basic salary.

Accumulated employee compensated absences

The Company provides for compensated absences for all eligible employees in the period in which these
are earned in accordance with the rules of the Company.

Provisions

Provisions are recognized when the Company has present obligation (legal or constructive) as a result
of past event, and it is probable that an outflow of resources embodying economic benefits will be required
to settle the obligation and a reliable estimate can be made of the amount of the obligation.

Provisions are reviewed at each balance sheet date and adjusted to reflect current best estimate.
Taxation
Current

Provision for current tax is based on the taxable income for the year determined in accordance with the
prevailing law for taxation of income.The charge for current tax is calculated using prevailing tax rates
ortax rates expected to apply to the profit for the year: The charge for current tax also includes adjustments,
where considered necessary, to provision for taxation made in previous years arising from assessments
framed during the year for such years. The Company takes into account the current income tax law and
decisions taken by the taxation authorities.

Deferred

Deferred tax is accounted for using the balance sheet liability method in respect of all taxable
temporary differences arising from differences between the carrying amount of assets and liabilities in
the financial statements and the corresponding tax bases used in the computation of taxable profit.
Deferred tax liabilities are recognized for all taxable temporary differences and deferred tax assets are
recognized to the extent that it is probable that taxable profits will be available against which the deductible
temporary differences, unused tax losses and tax credits can be utilized. Deferred tax assets are reduced
to the extent that it is no longer probable that the related tax benefit will be realized.

Deferred tax is calculated at the rates that are expected to apply to the period when the differences
reverse, based on tax rates that have been enacted.

Property, plant and equipment
Operating assets

Operating assets are stated at cost less accumulated depreciation and any identified impairment loss
except leasehold land which is stated at cost. No amortisation is provided on leasehold land since the
lease is renewable at the option of the lessee.

Depreciation is charged on reducing balance method at rates specified in the note 13.1. Full year's
depreciation is charged on additions except major additions or extensions to production facilities which
are depreciated on pro-rata basis for the period of use during the year and no depreciation is charged
on assets in the year of their disposal. Gains and losses on disposal of operating assets are included in
profit and loss account.
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3.8

3.9

Capital work-in-progress

Capital work-in-progress is stated at cost accumulated up to the balance sheet date and represents
expenditure incurred on property, plant and equipment in the course of construction. These expenditures
are transferred to relevant category of property, plant and equipment as and when the assets starts
operation.

Intangible assets

Intangible assets are stated at cost less accumulated amortisation. Amortisation is charged over the
useful life of the assets on a systematic basis to income applying the straight line method at the rate
specified in note 14.

Investments

Investments in subsidiary company are initially stated at cost. At subsequent reporting dates, the Company
reconsiders the carrying amount of the investments to assess whether there is any indication of impairment
loss. If such indication exists, the carrying amount is reduced to recoverable amount and the difference
is recognized as an expense.Where an impairment loss subsequently reverses, the carrying amount of
the investment is increased to the revised recoverable amount. The reversal of such impairment loss is
recognized as an income not exceeding the amount of original cost.

3.10 Stores, spares and loose tools

These are stated at moving average cost less slow moving provision and goods-in-transit are valued at
cost accumulated to the balance sheet date. A provision is made for any excess of book value over net
realizable value.

3.1 1 Stock-in-trade

Stock of raw materials, except for those in transit, work-in-process and finished goods are valued principally
at lower of weighted average cost and net realizable value. Waste products are valued at net realisable
value. Cost of raw materials and trading stock comprises of the invoice value plus other charges paid
thereon. Cost of work-in-process and finished goods includes cost of direct materials, labour and appropriate
portion of manufacturing overheads. ltems in transit are stated at cost comprising invoice value and other
incidental charges paid thereon.

Net realizable value signifies the estimated selling prices in the ordinary course of business less costs
necessarily to be incurred in order to make the sale.

3.12 Trade debts

Trade debts are carried at original invoice amount except export receivables. These are translated into
Pak Rupees at the rates ruling on the balance sheet date or as fixed under contractual arrangements.
Debts considered irrecoverable are written off and provision is made for debts considered doubtful.

3.13 Trade and other payables

Liabilities for trade and other payables are carried at cost which is the fair value of the consideration to
be paid in the future for goods and services received.

3.14 Financial assets and liabilities

All financial assets and liabilities are initially measured at cost, which is the fair value of the consideration
given and received respectively. These financial assets and liabilities are subsequently measured at fair
value, or amortised cost, as the case may be.
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3.15 Offsetting of financial assets and liabilities

All financial assets and financial liabilities are offset and the net amount is reported in the balance sheet
if the Company has a legal enforceable right to set off the recognized amounts and intends either to settle
on net basis or to realize the assets and settle the liabilities simultaneously.

3.16 Impairment

The carrying amounts of the Company's assets are reviewed at each balance sheet date to determine
whether there is any indication of impairment loss. If any such indication exist, the assets’ realizable value
is estimated in order to determine the extent of the impairment loss, if any. Impairment losses are recognized
as expense in profit and loss account.

3.17 Revenue recognition

Sales are recorded on dispatch of goods and in case of export when the goods are shipped. Revenue
from sale of goods is measured at the fair value of consideration received or receivable, net of returns
and trade discounts.

3.18 Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the purposes of the cash flow
statement, cash and cash equivalents comprises short term investment, cash and cheques in hand and
cash with banks on current, savings and deposit accounts, running finance under mark-up arrangements
and short term borrowings.

3.19 Dividend and appropriation to reserves

Dividend and appropriation to reserves is recognized in the financial statements in the period in which
these are approved.

2011 2010
SHARE CAPITAL Rs. 000s
4.1 Authorised capital
2011 2010
150,000,000 75,000,000 Ordinary shares of Rs.10 each 1,500,000 750,000
4.2 Issued, subscribed and paid - up capital
2011 2010
38,797,566 38,797,566 Ordinary shares of Rs.10 each fully 387,975 387975
paid in cash
5,447,326 5,447,326 Ordinary shares of Rs.10 each fully paid 54,473 54,473
under scheme of arrangement
for amalgamation
19,233,656 19,233,656 Ordinary shares of Rs.10 each 192,337 192,337
issued as fully paid bonus shares
63,478,548 63,478,548 634,785 634,785
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5 RESERVES

Revenue reserve
General reserve - opening

Transfer from profit and loss account

Capital reserve
Share premium

Book difference of share capital under scheme of

arrangement for amalgamation

Note

5.1

5.1 This represents appropriation of profit in past years to meet future exigencies.

6 LONG TERM FINANCING - SECURED

Habib Bank Limited Loan 4

a) Under State Bank of Pakistan (SBP)
scheme of Long Term Finance-
Export Oriented Projects (LTF-EOP)

b) Under LTF-EOP scheme

Habib Bank Limited Loan 5
Under LTF-EOP scheme

Habib Bank Limited Loan 6
Under LTF-EOP scheme

Habib Bank Limited Loan 7
Under LTF-EOP scheme

Note

6.1,65

6.1,65

6.1,65

6.1,65

Number of
installments and
commencement

month

12 half yearly
June-2010

12 half yearly
November-2010

12 half yearly
December-2010

12 half yearly
February-2010

12 half yearly
January-2010

Installment
amount

Rs. 000s

5416

4,450

2,571

9,510

778

201 | 2010
Rs. 000s

2,030,000 1,950,000

400,000 80,000

2,430,000 2,030,000

428,887 428,887

21,559 21,559

450,446 450,446

2,880,446 2,480,446

Mark-up rate
per annum
2011 2010
Rs. 000s

700% pa 48747 59579
payable quarterly

7.00% p.a. 44,504 53,405
payable quarterly

7.00% p.a. 25,710 30,851
payable quarterly

7.00% p.a. 85,592 104,612
payable quarterly

7.00% p.a. 6,999 8,555
payable quarterly
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Habib Bank Limited Loan 8
a) Under LTF-EOP scheme

b) Under LTF-EOP scheme

Habib Bank Limited Loan 10
Under State Bank of Pakistan (SBP)
Scheme of Long Term Financing
Facility (LTFF)

Habib Bank Limited Loan |1
Under LTFF scheme

Habib Bank Limited Loan 12
Under LTFF scheme

Habib Bank Limited Loan |3
Under LTFF scheme

Habib Bank Limited Loan 14
Under LTFF scheme

United Bank Limited Loan 2

United Bank Limited Loan 3
Under LTF-EOP scheme

United Bank Limited Loan 4

United Bank Limited Loan 5
Under LTFF scheme

United Bank Limited Loan 6

United Bank Limited Loan 7
Under LTFF scheme

United Bank Limited Loan 8
Under LTFF scheme

United Bank Limited Loan 9
Under LTFF Scheme

53

Note

6.1,65

6.1,6.6

6.1,66

6.1,66

6.1,66

6.1,66

6.3

6.3,65

6.3

63,66

6.3

63,66

63,66

63,66

Number of
installments and
commencement

month

12 half yearly
January-2010

12 half yearly
February-2010

16 half yearly
July-2011

16 half yearly
August-201 |

16 half yearly
October-201 |

16 half yearly
March-2012

16 half yearly
August-2012

10 half yearly
March-2009

12 half yearly
April-2010

6 half yearly
August-2010

16 half yearly
November-2010

6 half yearly
March-201 |

10 half yearly
December-2012

12 half yearly
December-201 |

12 half yearly
January-2012

Installment
amount

Rs. 000s

1,698

139

11,054

562

710

277

3536

50,000

931

48,199

363

25,000

1,319

557

128
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Mark-up rate

per annum
2011

7.00% p.a. 15,282

payable quarterly

7.00% p.a. 1,247

payable quarterly

10.00% p.a. 176,866

payable quarterly

10.00% p.a. 8,995

payable quarterly

10.00% p.a. 11,359

payable quarterly

10.00% p.a. 4,430

payable quarterly

10.25% p.a. 56,614

payable quarterly

Average three 250,000

months KIBOR

Ask rate +1.00%

payable half yearly

7.00% p.a. 8,379

payable quarterly

Average sixmonths 192,795

KIBOR Ask rate +

1.00% payable

half yearly

10.00% p.a. 5,080

payable quarterly

Average six months 125,000
KIBOR Ask rate

+ 1.25% payable

half yearly

10.50% p.a. 13,190

payable quarterly

10.50% p.a. 6,690

payable quarterly

10.50% p.a. 1,540

payable quarterly

18,678

1,524

176,866

8,995

1,359

4,430

56,614

350,000

10,241

289,192

5,806

150,000

13,190

6,690




United Bank Limited Loan 10
Under LTFF scheme

United Bank Limited Loan |1
Under LTFF scheme

United Bank Limited Loan 12
Under LTFF scheme

United Bank Limited Loan |3
Under LTFF scheme

National Bank of Pakistan Loan |
Under LTF-EOP scheme

National Bank of Pakistan Loan 2

Note

63,66

63,66

62,66

62,66

63,65

6.1

National Bank of Pakistan Loan 2-A  6.1,6.5

Under LTF-EOP scheme

National Bank of Pakistan Loan 3

National Bank of Pakistan Loan 4
Under LTFF scheme

Bank Al-Habib Limited Loan |
Under LTF-EOP scheme

Habib Metropolitan Bank Loan |
a) Under LTF-EOP scheme

b) Under LTF-EOP scheme

Habib Metropolitan Bank Ltd. Loan 2

Under LTF-EOP scheme

Habib Metropolitan Bank Ltd. Loan 3

Under LTFF scheme

Habib Metropolitan Bank Ltd. Loan 4

Under LTFF scheme

Habib Metropolitan Bank Ltd. Loan 5

Under LTFF scheme

Habib Metropolitan Bank Ltd. Loan 6

Under LTFF scheme

Habib Metropolitan Bank Ltd. Loan 7

Under LTFF scheme

6.3

6.2,63,66

62,65

62,65

62,65

62,66

62,66

62,66

62,66

62,66

Number of
installments and
commencement

month

12 half yearly
February-2012

12 half yearly
April-2012

19 half yearly
Novemebr-201 |

19 half yearly
December-201 |
Repaid during
the year

Repaid during
the year

6 half yearly
September-2008

25 quarterly
September-2009

|6 quarterly
September-201 |

12 half yearly
December-2008

12 half yearly
March-2010

12 half yearly
April-2010

12 half yearly
November-2010

16 half yearly
February-2012

16 half yearly
March-2012

|6 half yearly
June-2012

|6 half yearly
July-2012

10 half yearly
December-2013

Installment
amount

Rs. '000s
741

3,685

7,441

5916

62,296

24,295

5706

4,000

2,351

2315

684

2,042

19,417

2719

2,504

4212

1,804

3,328

Mark-up rate
per annum

10.50% p.a.
payable quarterly

[1.20% p.a.
payable quarterly

[1.20% p.a.
payable quarterly

[1.20% p.a.
payable quarterly

7.00% p.a.
payable quarterly

Average six months
KIBOR Ask rate

+ 1.50% payable
half yearly

7.00% p.a.
payable quarterly

Average three
months KIBOR
Ask rate + 1.00%
payable quarterly

10.40% p.a.
payable quarterly

7.00% p.a.
payable quarterly

7.00% p.a.
payable quarterly

7.00% p.a.
payable quarterly

7.00% p.a.
payable quarterly

10.00% p.a.
payable quarterly
10.00% p.a.
payable quarterly
10.25% p.a.
payable quarterly

10.25% p.a.
payable quarterly

[1.20% p.a.
payable quarterly

2011 _2010
Rs. 000s
8,895 -
44,227 -
141,385 -
112,400 -
- 124,592
- 48,589
11,410 22,822
68,000 84,000
37,615 37615
18516 23,145
6,149 7516
18,374 22,458
194,166 233,000
43,495 43,495
40,065 40,065
67,373 67373
28,860 28,860
33,280 -
54

I

e -
e sl et

= e g
z .'.‘n:','..-.-;-t;,,mw-—'—.'_._-—-—-_——_-—-— e —
A
e T —

e W
e )

—— e

-
—_—

e s
e T —— T T S
P —— N

. s
2 -

- e

e e =




HSBC Bank Middle East Ltd Loan |
a) Under LTF-EOP scheme

b) Under LTF-EOP scheme

HSBC Bank Middle East Ltd Loan 2
Under LTF-EOP scheme

HSBC Bank Middle East Ltd Loan 3
Under LTF-EOP scheme

HSBC Bank Middle East Ltd Loan 4
Under LTF-EOP scheme

Allied Bank Limited Loan |

Allied Bank Limited Loan 2
Under LTFF scheme

Meezan Bank Ltd
Diminishing Musharaka |

Meezan Bank Ltd
Diminishing Musharaka 2

Meezan Bank Ltd
Diminishing Musharaka 3

NIB Bank Limited Loan |
Under LTFF scheme

NIB Bank Limited Loan 2
Under LTFF scheme

Faysal Bank Limited
Under LTFF scheme

Standard Chartered Bank Loan |
Under LTFF scheme

Standard Chartered Bank Loan 2
Under LTFF scheme

Note

62,65

62,65

62,65

62,65

6.3

63,66

6.3

6.3

6.3

63,66

63,66

62,66

63,66

63,66

Current portion shown under current liabilities

Number of
installments and
commencement

month

12 half yearly
October-2010

12 half yearly
November-2010

12 half yearly
December-2010

12 half yearly
February-2010

12 half yearly
March-2010

12 quarterly
March-2010

32 quarterly
July-2010

6 half yearly
February-201 |

6 half yearly
June-201 |

6 half yearly
July-2011

|6 quarterly
June-2010

|6 quarterly
September-2010

10 half yearly
January-2014

8 half yearly
October-2012

8 half yearly
November-2012

Installment
amount

Rs. 000s

2,883

1,038

1,838

875

844

16,667

9,256

15,266

1,449

5253

2,839

1,883

6,720

2,995

21,886
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Mark-up rate
per annum

7.00% p.a.
payable quarterly

7.00% p.a.
payable quarterly

7.00% p.a.
payable quarterly

7.00% p.a.
payable quarterly

7.00% p.a.
payable quarterly

Average three
months KIBOR
Ask rate + 1.00%

payable quarterly

10.00% p.a.
payable quarterly

Average six
months KIBOR
Ask rate + 1.00%
payable half yearly

Average six
months KIBOR
Ask rate + |.50%
payable half yearly

Average six
months KIBOR
Ask rate + | .50%
payable half yearly

9.00% p.a.
payable quarterly

9.00% p.a.
payable quarterly

[1.20% p.a.
payable quarterly

[1.10% p.a.
payable quarterly

[1.10% p.a.
payable quarterly

2011 2010
Rs. 000s
28,833 34599
10,376 12451
18,384 22,06
7,873 9,623
7,596 9,285
100,000 66,667
259,177 296,20
76,328 915%4
7,247 8,696
31,516 31516
31,222 42578
22,594 30,125
67,200
23,960
175,100
2,830,635 2899513

(632,044) (676,863)
2,198,591 2222650




——

6.1

6.2

6.3

6.4

6.5

6.6

S T el e v

These loans are secured by first pari passu charge over present and future fixed assets of the Company
and equitable mortgage over land and building.

These loans are secured by charge over specified machinery. pails

These loans are secured by way of pari passu charge over the fixed assets of the Company.

|
i
Habib Metropolitan Bank Limited is a related party. :
]'

Grace period of one year in payment of principal outstanding under LTF-EOP facilities was allowed by
the banks as per State Bank of Pakistan SMEFD Circular No. 0! dated January 22, 2009.

The loans availed under the facility shall be repayable within a maximum period of ten years including j R
maximum grace period of two years from the availment date. However, where financing facilities have IR
been provided for a period of upto five years maximum grace period shall not exceed one year as per |
State Bank of Pakistan MFD Circular No. 07 dated December 31,2007. :

1

|

R —

201 | 2010 {1
Rs. 000s AP &
DEFERRED TAXATION - NET LR
Taxable temporary difference in respect of
Accelerated tax depreciation allowance 303,824 208,763
Deductible temporary differences in respect of i |
Provision for gratuity (1,993) (1,868) [k f
Provision for doubtful debts (10,889) (7,281) p i '
Provision for slow moving items (6,379) (5,300) “Il b } i |
(19,261) (14,449) ,:'I 5' i
284,563 194314 "3] i E
- [[SPEyRY
it
’ [|
STAFF RETIREMENT BENEFITS E “ !
Byl
8.1  Principal actuarial assumptions i f 8l
Following principal actuarial assumptions were used for the valuation: v ?! ,'l {
1% % o
Estimated rate of increase in salary of the employees I'l % p.a. Il % p.a. é i 1J ? |
Discount rate 12 % p.a. 12 % p.a. ] sHE R
Average expected remaining working life time of employees 10 years 10 years ! || + 1
al
I‘ ‘I M ! !
i &
hiite
Note 1. '}i i
i iq i
8.2 Movement in liability 4 "|| }l i
| }
Wl o
Balance as at opening 12,283 10,007 ] i L
Charge for the year 8.4 8,444 7,015 1
Payments during the year (6,621) (4,739) i
Balance as at closing 14,106 12,283 E !
il '
i
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8.3 Changes in present value of defined
benefit obligation

Balance as at opening

Current service cost

Interest cost

Actuarial gain on present value of
defined benefit obligation

Benefits paid

Balance as at closing

8.4 Charge for the year

Current service cost
Interest cost
Actuarial gain

TRADE AND OTHER PAYABLES

Creditors

Due to related parties

Murabaha

Accrued expenses

Advance from customers

Advance from related parties
Payable to employees’ provident fund
Workers' profit participation fund
Unclaimed dividend

Others

9.1  Workers' profit participation fund

Opening balance
Provision for the year
Interest for the year

Payments made during the year

Closing balance

ACCRUED MARK-UP - SECURED

Mark-up on long term financing
Mark-up on short term borrowings

Note

9.1

2011 2010
Rs. 000s
12,283 10,007
6,970 6,223
1,474 [,501
- (709)
(6,621) (4,739)
14,106 12,283
6,970 6,223
1,474 [,501
- (709)
8,444 7015
1,923,045 918,130
9,083 2,872
- 461,189
478,469 420,996
66,287 22,630
- 76,559
5,340 4329
85,424 39,020
527 411
18,339 18,833
2,586,514 [,964,969
39,020 10,290
82,570 38,036
2,854 984
124,444 49,310
(39,020) (10,290)
85,424 39,020
64,867 52,009
151,931 104,580
216,798 156,589
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2011 2010
Note Rs. 000s
SHORT TERM BORROWINGS - SECURED
Short term bank borrowings 1.1 9,266,752 5013222
Short term running finance 492,438 731,505
9,759,190 5,744,727

1.2

It includes short term istisna amounting to Rs. 493 million (2010: Nil).

Short term borrowings are secured by pari passu hypothecation charge over stores and spares, stock-
in-trade, trade debts, other receivables and pledge over cotton. Unavailed facility at the year end was
Rs. 2,185 million (2010: Rs. 3,041 million). The facility for short term borrowings mature within twelve
months. Short term borrowings include Rs. 587 million (2010: Rs. 27 million) from related party.

Mark-up rates range from 1.54% to 16.65% (2010: 1.54% to 16.30%) per annum.

CONTINGENCIES AND COMMITMENTS

12.1

12.2

12.3

Company owns and possesses a plot of land measuring 44 acres in Deh Khanto, which is appearing in
the books at a cost of Rs. 64 million. Company holds title deeds of the land which are duly registered in
its name. Ownership of the land has been challenged in the Sindh High Court by some claimants who
claim to be the owners, as this land was previously sold to them and subsequently resold to the Company.
The claim of the alleged owners is fictitious. The Company is confident that its title to the land is secure
and accordingly no provision has been made in these financial statements.

The Company has filed a suit in the Sindh High Court for recovery of Rs. 33.409 million (2010: Rs. 33.409
million) included in other receivables. Company's management and its legal counsel are of the opinion
that the case will be decided in the Company's favour and as such no provision has been made there
against.

The Company has filed a petition in the Sindh High Court against order passed by the Board of Trustees,
Employees Old Age Benefits Institution (EOBI) for upholding the unjustified additional demand of payment
raised by EOBI for accounting years 2000-01 and 2001-02 amounting to Rs. 50.827 million (2010:
Rs. 50.827 million). This demand has been raised after lapse of more than two years although the records
and books of the Company were verified by the EOBI to their entire satisfaction and finalization of all
matters by EOBI. The Honorable Sindh High Court has already restrained EOBI from taking any action
or proceedings against the Company. No provision has been made there against in these financial statements
as the Company is confident of the favourable outcome of the petition.

58

ol T

|
|
|
i3

}-ﬁ
{
{n
'
l
i
!n
|

i T

T S e ™ T
e —— g e
e —

e S —
e i e e

e




59

12.4 Guarantees

(@) Rs.257 million (2010: Rs. 146 million) against guarantees issued by banks which are secured by pari
passu hypothecation charge over stores and spares, stock-in-trade, trade debts and other receivables.

(b) Post dated cheques Rs. 71 million (2010: Rs. 42 million) issued to various Government Agencies.

(c) Bills discounted Rs. 1,306 million (2010:Rs. I,156 million).

(d) Corporate guarantee of Rs. 96.965 million (2010: Rs. 85.795 million) has been issued to a bank in

favour of subsidiary company.

12.5 The Company is committed for capital expenditure as at June 30, 201 | of Rs. 340 million (2010: Rs. 444

million).

12.6 The Company is committed for non capital expenditure items under letters of credits as at June 30, 201 |

of Rs. 581 million (2010: Rs. 412 million).

12.7 The Company is committed for minimum rental payments for each of the following period as follows:

Note
- Not Later than one year
- Later than one year and not later than five years
- Later than five year
PROPERTY, PLANT AND EQUIPMENT
Operating assets 13.1
132

Capital work in progress

2011 2010
Rs. 000s

192,728 186,611
828,357 802,963
907,230 [,125353
1,928,315 2,114,927
6,582,082 6,088,782
71,643 51,332
6,653,725 6,140,114
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13.1 Operating assets

Leasehold Buildings and  Plant and Office  Furniture and Vehicles Total
land structures on machinery equipment fixtures

leasehold land
Rs. 000s

Net carrying value basis
year ended June 30, 201 |

Opening net book value (NBV) 234,107 1,070,408 4,439,777 136467 44,178 163,845 6,088,782

Additions (at Cost) - 88692 975122 40641 33,169 84425 1222,049
Disposal at NBV - - (551)  (2333)  (4792) (12818) (20494
Depreciation charge - (118456)  (501,328)  (33401)  (7.978) (47.092) (708.255)
Closing net book value 234,107 1,040,644 4,913,020 141374 64577 188360 6,582,082

Gross carrying value basis
as at June 30,201 |

Cost 234107 1921565 9282567 336613 99,154 364281 12238287
Accumulated depreciation - (880921) (4.369,547) (195239) (34577) (175921) (5,656,205)
Net book value 234,107 1,040,644 4,913,020 141,374 64577 188360 6,582,082

Net carrying value basis
year ended June 30,2010

Opening net book value (NBV) 234,107 1,109,874 4,442,184 115753 47440 120867 6,070,225
Additions (at Cost) - 83,638 484,100 55,525 2,651 97,126 723,040
Disposal at NBV - - (10,318) (2,606) (853) (I3,184) (26961)
Depreciation charge - (123,104)  (476,189)  (32,205)  (5,060) (40,964) (677,522)
Closing net book value 234,107 1,070,408 4,439,777 136,467 44,178 163,845 6,088,782
Gross carrying value basis

as at June 30,2010

Cost 234,107 1,832,873 8315723 318042 79320 316510 11,096,575
Accumulated depreciation - (762,465) (3,875946) (181575) (35142) (152,665) (5,007,793)
Net book value 234,107 1,070,408 4,439,777 136,467 44,178 163,845 6,088,782
Depreciation rate % per annum - 10 10 I5t030 10to 12 20

13.1.1 Structures on leased retail outlets are depreciated over the respective lease term.

13.1.2 Depreciation charge for the year has been allocated as follows:

2011 2010
Note Rs. 000s
Cost of goods manufactured 25.1 591,974 583,463
Distribution cost 26 45,412 34,235
Administrative expenses 27 70,869 59,824
708,255 677,522

13.1.3 Disposals include assets scrapped during the year amounting to Rs. 2.657 million (2010: Rs. |.129 million)
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13.1.4 Details of operating assets sold (by negotiation except where stated)

Written down Sale
Particulars Cost value proceeds Particulars of purchasers
Rs.000s

Plant and machinery

Auto mach coner splicer 7,722 496 1,800 Rajab Enterprises
H. No.A-304, Sector 16, Block-9,
PIA Housing Society, Gulistan-e-Johar,
Basti Lal Khan, Tooba Road, Jhang

Office equipment,
furniture and fixtures

Various wooden furniture 648 242 313 Al-Mustageem Furnishers
Liaguatabad Furniture Market,
Karachi

Vacuum cleaners 673 163 |64 Mr. Bahadur Khan

Kabari Market, Shershah,
Karachi

Various wooden furniture 1,558 586 610 Ghaziani Furniture Mart
Liaquatabad Furniture Market,
Karachi

Electrical appliance 340 82 86 Masha Allah Communication
Electronic Market, Saddar,
Karachi

Computers 440 106 109 Pak Computer Accessories

Uni Tower, I.I. Chundrigar Road,
Karachi

Various wooden furniture 728 261 350 Popular Furniture
Garden, Aga Khan Road,
Karachi

Various office, electrical &

furniture items 21,063 2,116 1,850 Insurance Claim
Vehicles
Toyota Corolla [,189 265 450 Mr. Abdul Fatah Bhutto

P O. Bangul Dero, Taluka Ratodero,
District Larkana

Toyota Estima 2,165 709 918 Mr. Anjum Anis Ansari
Phase No. 6, Khayaban-e-Badar, DHA,
Karachi

Honda City 845 188 601 Mr. Farhan Shahzad

House No. 4, Street No. C-42,
C Area, Malir Colony, Saudabad,
Karachi

Suzuki Baleno 699 100 125 Mr. Ghulam Hussain
Area Old Thana Village,
Tahsil & District Malir; Karachi
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Written down Sale
Particulars Cost value proceeds Particulars of purchasers
Rs.000s
Vehicles (continued)
Toyota Corolla [,189 265 667 Mr. Gul Dad
House No. HK-579, KPT Building,
New Qadri, Karachi
Suzuki Alto 496 11 202 Mr. Irtaza Akbar Baloch
House No. B-12, Block-B,
Gulshan-e-Igbal, Karachi
Toyota Corolla [,189 265 718 Mr. Kher Mohammad
House No. 182/B, Rab Nawaz Wakeel
Railway Road Banno, Karachi
Suzuki Cultus 585 104 238 Mr.Mohammad Ameen Khan (Employee)
House No.9-C-1, |5 Commerical Street,
Phase Il, D.H.A., Extention, Karachi
Suzuki Alto & 1,945 1,247 1,746 Mr. Mohammad Arif
Toyota Corolla House No. B-30, Sector= | |-C/1,
North Karachi, Karachi
Honda City 917 375 513 Mr. Mohammad Asif Gadit
House No. 55/1, 6th Commercial Street,
Phase-4, DH.A, Karachi
Suzuki Cultus 590 |64 427 Mr. Mohammad Faheem Khan
House No. 308, Street No. 5,
37/D Area, Landhi No. I, Malir; Karachi
Honda City 897 294 359 Mr. Mohammad Yasin (Employee)
House No.A-209, Saima Heaven,
Block # 4, Gulshan-e-Igbal, Karachi
Honda Civic 1,228 274 393 Mr. Mohinuddin
Office # 8, 3rd Floor, Gulshan Centers,
B-13, Block |3-C, Gulshan-e-Igbal,
Karachi
Suzuki Alto & 904 296 756 Mr. Muhammad Aamir
Suzuki Bolan House No. B-514, Sector-1 | E,
New Fatima Jinnah Colony, Karachi
Suzuki Alto & 1,086 216 776 Mr. Muhammad Arif
Suzuki Cultus House No. B-30, I I-C/1,
North Karachi, Karachi
Suzuki Cultus 610 250 366 Mr. Muhammad Asif Khan (Employee)
Flat No.A-24, Street No. 8/B,
Al-Haram Garden Appartment,
Gulshan-e-Igbal, Karachi
Suzuki Bolan 396 88 339 Mr. Muhammad Furgan

House No. G-935, Adamjee Road,
Karachi
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Written down Sale
Particulars Cost value proceeds Particulars of purchasers
Rs.000s

Vehicles (continued)

Suzuki Bolan 453 101 367 Mr. Muhammad Hamid
House No. E- 106, Block-1,
Metro Well, S.|.T.E, Karachi

Suzuki Alto 496 1] 402 Mr. Muhammad Haroon
Flat No. 23, Soni Appartment,
Ghulam Hussain Qasim Road, Karachi

Toyota Corolla 1018 286 408 Mr. Muhammad
House No.]M. 664, Block-2, Tapal Ghar
New Town, Fatima Jinnah Colony,
Jamshed Road, Karachi

Toyota Corolla [,189 265 727 Mr. Muhammad Sadiq
House No.G-935, Adamjee Road,
Quaidabad, Landhi, Karachi

Suzuki Alto 496 88 331 Mr. Muhammad Shakeel
House No. B-14, Block-A,
Sindhi Muslim Society, Karachi

Suzuki Alto 496 138 407 Mr. Muhammad Yameen
House No. 875/3, Block-3,
Federal B Area, Karachi

Suzuki Alto 496 [11 176 Mr. Muhammad Yagoob Diwan
House No.25-CA-401, Metro View,
New Town, Chandni Chowk, Karachi

Toyota Corolla 1,052 354 950 Mr. Nisar Ahmed
House No. | 167, Block-9,
Federal ‘B’ Area, Karachi

Honda Civic & 1,808 517 1,403 Mr. Noman Hassan Khan

Suzuki Cultus House No. A-908, Block-12, Gulburg,
Ancholi, Federal “B"” Area, Karachi

Daihatsu Coure 399 57 262 Mr. Rehan-ul-Hag

House No. B-473, B-Area,
Malir Colony, Karachi

Suzuki Alto 513 210 465 Mr. Shahzad Zahoor
House No. 5-C-8/1 1, Paposh Nager,
Nazimabad, Karachi

Honda City 899 250 450 Syed Irfan Al Rizvi
House No. 644, Section G-10/1,
Mail Service Road, Islamabad

Suzuki Alto 496 1 325 Syed Kabir Ahmed
House No. 102/6, Landhi No. |,
Sector-1-D, Karachi
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Written down Sale
Particulars Cost value proceeds Particulars of purchasers
Rs.000s

Vehicles (continued)

Honda Civic [,198 334 479 Mr. Zulfigar Al
House No. 364, Street No. 6,
Area 37-D, Landhi, Karachi

Various 6,222 4,340 6,068 Insurance Claim

Written down value 5592 1,301 2,618 Various
below Rs. 50,000 each

2010 74,835 25832 35,055




13.2 Capital work-in-progress

2011 2010
Machinery and ~ Building ~ Other Total Machineryand Building Other Total
store items construction assets store items construction assets
held for held for
capitalisation capitalisation
Rs. 000s
Cost as at July | 1,050 21,382 28900 51,332 30,101 5,507 - 35,608

Capital expenditure
incurred during the year 921,488 77,281 27,220 1,025,989 407,035 91545 45218 543798

Transferred to property,
plant and equipment (897,939) (60,990) (8,743) (967,672) (436,086)  (75,670)(16,318) (528,074)

Transferred to

intangible assets - - (38,006) (38,006) - - - -
Cost as at June 30 24,599 37,673 9,371 71,643 1,050 21,382 28900 51332
2011 2010
Note Rs. 000s
14 INTANGIBLE ASSETS - COMPUTER SOFTWARE
Net carrying value as at June 30
Opening net book value (NBV) 16,349 28,883
Additions (at Cost) 38,006 4,138
Amortisation charge 4.1 (15,725) (16,672)
Closing net book value 38,630 16,349
Gross carrying value as at June 30
Cost 147,453 109,447
Accumulated amortisation (108,823) (93,098)
Net book value 38,630 16,349
Amortisation rate is 20% per annum and the charge
has been allocated as follows:
Distribution cost 26 1,808 1,883
Administrative expenses 27 13,917 14,789
15,725 16,672

[4.1 The cost is being amortised over a period of five years. Remaining useful life range from one to four years.

2011 2010
Note Rs. 000s

I5 LONGTERM INVESTMENT
Gul Ahmed International Limited - FZC UAE 5.1 58,450 58,450

I5.1 Gul Ahmed International Limited - FZC UAE is a wholly owned unquoted subsidiary (the subsidiary) of
the Company having 10,000 (2010:10,000) ordinary shares of USD 100 each, valued at cost. The subsidiary
is incorporated in United Arab Emirates (UAE).The Investment value on net assets basis as per the audited
accounts for the year ended June 30,201 | is Rs.202 million (2010: Rs. 187 million)
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LONGTERM LOANS AND ADVANCES - SECURED

Considered good

- Due from executives
- Due from non-executive employees

Current portion of
- Due from executives
- Due from non-executive employees

2011 2010
Note Rs. 000s

16.2 5,845 2,968
2,387 | 465

8,232 4,433
(3,016) (1,668)
(975) 919)
20 (3,991) (2587)
4241 |,846

16.1 Loans and advances have been given for the purchase of cars, scooters and household equipments and
housing assistance in accordance with the terms of employment and are repayable in monthly installments.
These loans are secured against cars, outstanding balance of provident fund, end of service dues and/or

guarantees of two employees.

Included in these are loans of Rs. |.I million (2010: Rs. 0.6 million) which carry no interest.The balance

amount carries interest ranging from 10.5% to 15%.

The maximum aggregate amount due from executives at the end of any month during the year was

Rs. 6.059 million (2010: Rs. 4.654 million).

16.2 Reconciliation of carrying amount of
loans to executives

Balance at the beginning of the year

Disbursement during the year

Transfer from non-executive to executive employees
Repayment during the year

Balance at the end of the year

STORES, SPARES AND LOOSETOOLS

Stores
Spares
Loose tools

Provision for slow moving/obsolete items

2011

Note

2,968
4,892
851

(2,866)

5,845

296,415
452,058
3,021

751,494
17.1 (45,144)
706,350

Rs. 000s

2010

2416
2,850
521
(2.819)

2,968

250,954
256,428
2,880

510262
(34,840)

475422
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2011 2010

Note Rs. 000s
7.1 Movement in provision for slow
moving/obsolete items
Balance at beginning of the year 34,840 27,104
Charge for the year 10,304 7,736
Balance at end of the year 45,144 34,840
STOCK-IN-TRADE

Raw materials 18.1 3,807,318 1,532,769
Stock-in-transit - 84,994
3,807,318 1,617,763
Work-in-process 310,160 167,278
Finished goods 18.2 6,216,882 3,158,863
10,334,360 4,943,904

18.1 Raw materials amounting to Rs. 589 million ( 2010: Rs. Nil) has been pledged with the banks.

18.2 Finished goods include stock of waste valuing Rs. 31.61 | million (2010: Rs. 35.748 million) determined
at net realizable value.

2011 2010
Note Rs. 000s
TRADE DEBTS
Export debts - secured 19.1 1,219,130 1,147,631
Local debts - unsecured
- Considered good 811,593 1,211,634
- Considered doubtful 77,064 47,864
888,657 1,259,498
Provision for doubtful trade debts 19.3 (77,064) (47,864)
2,030,723 2,359,265

19.1 Includes Rs. |33 million (2010: Rs. 190 million) due from Gul Ahmed International Limited (FZC)-UAE
and GTM (Europe) Limited being wholly owned subsidiary and sub-subsidiary of the Company
respectively.

19.2 The maximum aggregate month end balance due from related parties during the year is Rs. 704 million
(2010: Rs. I 14 million).

2011 2010
Rs. 000s
19.3 Movement in provision for doubtful trade debts
Balance at beginning of the year 47,864 28,832
Charge for the year 29,200 19,032
Balance at end of the year 77,064 47,864
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20

21

22

23

LOANS AND ADVANCES
Considered good

Current portion of loans and advances to employees
- Executives
- Other employees

Suppliers
Income tax - net of provision
Letters of credit

OTHER RECEIVABLES

Research and development claim
Duty drawback local taxes and levies
Duty drawback receivable

Mark-up rate subsidy

Others

21.1 Others
Receivable against sale of property
Others

TAX REFUNDS DUE FROM GOVERNMENT

Sales tax
Income tax

CASH AND BANK BALANCES

Cash and cheques in hand
With banks in current accounts
- Local currency
- Foreign currency

2011

Note

21.1

2.2

23.1

23.1 Bank balances include Rs. 31 million (2010: Rs. 61 million) with related party.

2010

1,668
919

2,587
119,421

15,255

137,263

1,915
57,499
58,861
75,908
43,753

237936

33,409
10,344

43,753

58,639
5266

63,905

4,685

51,974
28,307

80,281

84,966




24

25
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2011 2010

Note Rs. 000s
SALES
Local 24.1 8,296,560 8,948,698
Export
Direct export 16,385,61 | 10,572,046
Indirect export 650,489 -
17,036,100 10.572,046
Duty drawback 132,123 209,480
Brokerage and commission (29,318) (41,430)
25,435,465 19,688,794

24.1 Sales are exclusive of sales tax amounting to Rs. 57.164 million (2010: Rs. 16.284 million).

2011 2010
Note Rs. 000s
COST OF SALES
Opening stock of finished goods 3,158,863 3,093,307
Cost of goods manufactured 25.1 18,063,758 13,404,716
Purchases and processing charges 5,803,104 3,176,774
27,025,725 19,674,797
Closing stock of finished goods (6,216,882) (3,158,863)
20,808,843 16515934
25.1 Cost of goods manufactured
Raw materials consumed 25.2 10,733,599 7,297,486
Stores consumed 2,518,573 1,974,823
Staff Cost 27.1 2,126,625 1,781,950
Fuel, power and water 1,488,592 1,265,330
Insurance 75,076 51,211
Repairs and maintenance 651,415 495,253
Depreciation 591,974 583,463
Other expenses 71,585 56,151
Cost of samples shown under distribution cost (50,799) (53467)
18,206,640 13,452,200
Work-in-process
Opening 167,278 119,794
Closing (310,160) (167,278)
(142,882) (47,484)
18,063,758 13404716
25.2 Raw materials consumed
Opening stock 1,532,769 673,071
Purchases during the year 13,008,148 8,157,184
Closing stock (3,807,318) (1,532,769)
10,733,599 7,297,486
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2011 2010
Note Rs. 000s
26 DISTRIBUTION COST
Freight and shipment expenses 177,054 185,052
Staff cost 27.1 257,719 176,861
Insurance 3,878 5,656
Advertisement and publicity 292,550 139,971
Cost of samples transferred from cost of goods
manufactured 50,799 53,467
Rent, rates and taxes 195,929 140,592
Depreciation 45,412 34,235
Amortisation 1,808 1,883
Export development surcharge 41,757 27,331
Other expenses 23,682 26,394
1,090,588 791,442
27  ADMINISTRATIVE EXPENSES
Staff Cost 27.1 284,116 232,629
Rent, rates and taxes 17,129 38,332
Repairs and maintenance 47,232 36,235
Vehicle up keep 67,707 59,076
Conveyance and traveling 68,271 58,708
Printing and stationery 40,919 31,700
Postage and telecommunication 49,676 42,708
Legal and consultancy fees 54,125 52,633
Depreciation 70,869 59,824
Amortisation 13,917 14,789
Auditors' remuneration 272 1,422 1,396
Donations 27.3 3,486 2,241
Insurance 11,004 7,506
Provision for doubtful trade debts 29,200 19,031
Provision for slow moving/obsolete items 10,304 7,736
Other expenses 39,549 35,541
808,926 700,085
27.1  Staff cost — -
Cost of sales Distribution cost Administrative expenses Total
2011 2010 2011 2010 2011 2010 2011 2010
Rs. 000s
- Salaries, wages 2,061,834 1,722,939 250495 170983 270,569 220065 2,582,898 2,113,992
& benefits
Retirement benefits
- Gratuity 8,444 7,015 - - - - 8,444 7015
- Contribution to
provident fund 23,572 20214 7,069 5572 11,684 8610 42,325 34,396
32,016 27229 7,069 5572 11,684 8610 50,769 41411
- Staff compensated
absences 32,775 31,782 155 301 1,863 3954 34,793 36,037
2,126,625 1,781,950 257,719 176861 284,116 232,629 2668460 2,191,440
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27.2 Auditor's Remuneration

Audit fee
Review of half yearly accounts
Fee for consolidation of holding and subsidiaries
Review of statement of compliance with
code of corporate governance
Out of pocket expenses
Others

2011 2010

27.3 None of the directors or their spouses have any interest in the donees.

OTHER OPERATING EXPENSES

Workers' profit participation fund
Workers' welfare fund
Property, plant and equipment scrapped

OTHER OPERATING INCOME

Income from financial assets
Interest income from loans and advances
Income from non-financial assets
Profit on sale of property, plant and equipment - net
Unclaimed liabilities written back
Scrap sales
Others

FINANCE COST

Mark-up on long term financing

Mark-up on short term borrowings

Interest on workers' profit participation fund
Bank charges

Exchange loss

Rs. 000s

1,000 [,000
30 30

150 -

50 -
62 199
130 167
1,422 [,396
82,570 38,036
31,377 14,454
2,657 [,129
116,604 53,619
766 590
12,877 9223
- 268
7,586 5,628
3,702 9407
24,931 25,116
307,360 305,756
706,444 593,055
2,854 984
60,524 44610
20,799 198
1,097,981 944,603

30.1 Mark-up on long term financing/short term borrowings include Rs. 102 million (2010: Rs. 64 million) in
respect of long term financing/short term borrowings from related party.
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32

2011

Note
PROVISION FOR TAXATION
Current
- for the year 266,000
- prior (15,252)
250,748
Deferred 90,249
311 340,997
31.1 Reconciliation between accounting
profit and tax expense
Net profit for the year before taxation 1,537,454
Tax rate 35%
Tax on accounting profit 538,109
Tax surcharge levied 11,137
Tax on prior periods (15,252)
Tax effect of minimum tax / FTR (136,228)
Others (56,769)
340997

2010
Rs. 000s

181,000
(5347)

175,653
55,041

230,694

708,227
35%
247,879
(5.347)
(28,756)
16918
230694

31.2 Income tax assessments of the Company have been finalised upto fiscal year 2009-10 (Tax year 2010).

2011
EARNINGS PER SHARE - basic and diluted
Profit for the year 1,196,457
Weighted average number of shares 63,478,548
Earnings per share (Rs.) 18.85

There is no dilutive effect on the earnings per share of the Company.

2010
Rs. 000s

477533
63,478,548

7.52
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The Company has the following two reportable business segments:

a)  Spinning

SEGMENT INFORMATION

: Production of different qualities of yarn using both natural and artificial fibers.

b)  Processing: Production of grey fabric, its processing into various types of fabrics for sale as well as to
manufacture home textile products.

Transactions among the business segments are recorded at cost.

33.1 Segmental profitability

Spinning Processing Elimination of inter Total
segment transactions
2011 | 2010 2011 2010 2011 2010 2011 2010
Rs. 000s

Sales 10,171,350  7596,121 120,070,568 13,405,665 | (4,806,453) (1312992) | 25435465 19,688,794
Cost of sales 9,337,618 6560489 16,277,678 11268437 | (4,806,453) (1,312992) | 20,808,843 16515934
Gross profit 833732 1035632 3,792,890 2,137,228 - - 4,626,622 3,172,860
Distribution & Administrative expenses 76,494 105339 1,823,020 1,386,188 - - 1,899,514 1491527
Profit before tax and

unallocated expenses & income 757,238 930,293 1,969,870 751,040 - - 2,727,108 1681333
Financial charges 1,097,981 944,603
Other operating expenses 116,604 53,619
Other operating income (24931) (25116)
Provision of taxation 340,997 230,694
Profit after taxation 1,196,457 477,533
33.2 Segment assets and liabilities

Spinning Processing Unallocated Total Company
2011 2010 2011 2010 2011 2010 2011 2010
Rs. 000s

Assets 6247289 4251924 12,677,786 9235507 1,479,604 1,112260 20,404,679 14,599,69|
Liabilities 1,724,763 1374579 3343943 3062836 10,623,100 6566511 15,691,806 |1,003926

33.3 Unallocated items represent those assets and liabilities which are common to all segments and investment
in subsidiary.

73 ss GulAhmed Annual Report 2011



33.4 Information by geographical area

34

35

Revenue Non-current assets
2011 2010 2011 2010
Rs. 000s
Pakistan 8,267,242 8,907,268 6,729,653 6,190,641
United Kingdom 2,734,677 3,188,092 - -
Germany 3,253,901 1,595,129 - -
China 2,127,413 1,279,824 - -
United States 1,625,623 1,073,554 - -
Netherlands 1,226,964 823,042 - -
France 1,287,452 465,278 - -
Brazil 1,218,348 359,256 - -
United Arab Emirates 240,764 169,115 58,450 58,450
Other Countries 3,453,081 1,828,236 - -
Total 25,435,465 19,688,794 6,788,103 6,249,09 |
2011 2010
Note Rs. 000s
CASH AND CASH EQUIVALENTS
Cash and bank balances 23 83,355 84,966
Short term borrowings Il (9,759,190) (5,744,727)

(9.675.835)  (5659.761)

REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES

2011 2010
Chief  Directors Executives Total Chief Directors Executives  Total
Executive Executive
Rs. 000s
Managerial remuneration 3,000 8,300 167,324 178,624 2,400 6,800 123317 132517
House rent allowance 1,200 3,320 66,929 71,449 960 2,720 49,326 53,006
Other allowances 500 1,462 32,367 34,329 240 1,007 25,686 26,933
Contribution to provident fund 250 691 12,061 13,002 200 566 8913 9,679
4,950 13,773 278,681 297,404 3,800 11,093 207,242 222,135
Number of persons | 5 166 172 I 4 127 132

35.1 The Chief Executive, Directors and certain Executives are provided with free use of Company cars and
are covered under Company's Health Insurance Plan along with their dependents.

35.2 The Chief Executive and two Directors are also provided with free residential telephones.

35.3 Aggregate amount charged in the accounts for the year for meeting fee to seven Directors was Rs. 126
thousand (2010: four Directors Rs. 6 thousand).

354 Executive means an employee other than the Chief Executive and Director, whose basic salary exceeds
five hundred thousand rupees in a financial year.
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TRANSACTIONS WITH RELATED PARTIES

Related parties comprise subsidiaries, associated companies, companies where directors also hold directorship,
directors of the Company and key management personnel. The Company in the normal course of business
carried out transactions with various related parties.

201 | 2010
Relationship with Nature of Transactions Rs. 000s
the Company
Subsidiaries Purchase of goods 1,073 7471
Sale of goods 1,935,860 506,521

Corporate guarantee issued in favour
of Subsidiary Company (at year end) 96,965 85,795

Associated companies Purchase of goods 31,943 22,423
and others related parties Sale of goods 747 334
Rent paid 4,530 4,530
Fees paid 750 750
Commission/Rebate - 3,329
Deposit with bank (at year end) 30,620 61,119
Borrowing from bank (at year end) 1,018,933 470,185
Bank guarantee (at year end) 203,472 106,508
Bills discounted 862,903 1433250
Commission/Bank charges paid 26,113 33,904
Mark-up/interest charged 101,850 64,199
Provident fund contribution 42,238 34,483

There are no transactions with directors of the Company and key management personnel other than under
the terms of employment. Loans and remuneration of the key management personnel are disclosed in notes
|6 and 35 respectively.

Related parties status of outstanding receivables and payables as at June 30, 201 | are included in respective
notes to the financial statements.

CAPACITY AND PRODUCTION

2011 2010
000s 000s
Unit Capacity Production Working Capacity  Production
Cloth Sq. meters 124,136 85,067 3 shifts 121,436 84,980
(50 Picks converted)
Yarn Kgs. 48,227 38,716 3 shifts 48,227 41,988

(20 Counts converted)

Production is lower due to variation in production mix and various technical factors.
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FINANCIAL INSTRUMENTS

38.1

38.1.1

Financial risk management objectives

The Company's activities expose it to a variety of financial risks: market risk (including foreign exchange
risk, interest rate risk and price risk), credit risk and liquidity risk. The Company's overall risk management
programme focuses on the unpredictability of financial markets and seek to minimize potential adverse
effects on the Company's financial performance.

Risk management is carried out under policies and principles approved by management. All treasury
related transactions are carried out within the parameters of these policies and principles.

Market risks

Market risk refers to fluctuation in value of financial instruments as a result of changes in market prices.
The Company manages market risk as follows:

a.  Foreign exchange risk management

Foreign exchange risk represents the risk that the fair value of future cash flows of a financial
instrument will fluctuate because of changes in foreign exchange rates. Foreign exchange risk arises
mainly from future economic transactions or receivables and payables that exist due to transactions
in foreign exchange.

Exposure to foreign currency risk

The Company is exposed to foreign exchange risk arising from currency value fluctuations due
to the following:

2011 2010
USD 000s

Long term investment 1,000 1,000
Trade debts 14,226 13,711
Cash and bank 77 332
Borrowings from financial institutions (36,567) (21,550)
Trade and other payables (6,674) (1,247)
Net exposure (27,938) (7.754)
Foreign currency commitments outstanding at year end are as follows:

2011 2010

Rs. 000s
EURO 253,622 121,951
usb 377,523 675957
JPY 3,369 12,420
CHF 6,559 2,503
641,073 812,651

The following significant exchange rates were applied during the year.
Rupee per USD
Average rate 85.46 84.62
Reporting date rate 85.70 / 85.90 85.40 / 85.60
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Foreign currency sensitivity analysis

A 10 percentage strengthening of the PKR against the USD at June 30,201 | would have decreased
equity and profit or loss by the amounts shown below. This analysis assumes that all other variables,
in particular interest rates, remain constant. The analysis is performed on the same basis for
June 30,2010.

2011 2010
Rs. 000s

Profit and loss account 239,990 66,374

A 10 percentage weakening of the PKR against the USD at June 30, 201 | would have had the equal
but opposite effect on USD to the amounts shown above, on the basis that all other variables
remain constant.

Price risk

Price risk represents the risk that the fair value of future cash flows of a financial instrument will
fluctuate because of changes in market prices (other than those arising from interest or currency
rate risk), whether those changes are caused by factors specified 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 equity price risk since there are no investments in equity securities.

Interest/mark-up rate risk management

Interest rate risk is the risk that the value of financial instruments will fluctuate due to change in
the interest/mark-up rates. The Company has long term finance and short term borrowings at
fixed and variable rates. The Company is exposed to interest/mark-up rate risk on long and short
term financing and these are covered by holding "Prepayment Option" and "Rollover Option".
Interest rate risk on short term borrowings is covered by holding " Prepayment Option" which
can be exercised upon any adverse movement in the underlying interest rates.

Financial assets include balances of Rs. 7 million (2010: Rs. 4 million) which are subject to interest
rate risk. Financial liabilities include balances of Rs. 12,675 million (2010: Rs. 9,144 million) which
are subject to interest rate risk. Applicable interest rates for financial assets and liabilities are given
in respective notes.
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FINANCIAL ASSETS AND LIABILITIES

Financial assets

Loans and receivables
Long term deposits

Trade debts

Loans and advances

Other receivables

Cash and bank balances

Financial liabilities
At amortised cost
Long term loans

At fair value through
profit and loss account

Short term borrowings
Trade and other payables
Accrued interest

Off balance sheet items

Guarantees
Bills discounted
Commitments

Fair value sensitivity analysis for fixed rate instruments

Interest / mark-up bearing | Non interest / mark-up bearing
Maturity | Maturity Sub Maturity | Maturity Sub 2011 2010
upto one | after one total upto one | after one total Total Total
year year year year
Rs. 000s
- - - - 33,057 33057 33,057 32332
- - - 2,030,723 - 2,030,723 2,030,723 2,359,265
3586 3524 7,110 405 717 1122 8,232 4,433
- - - 212,546 - 212,546 212,546 237936
- - - 83,355 - 83355 83,355 84,966
3586 3524 7110 2327029 33774 2360803 2,367,913 2718932
632,044 2,198591 2,830,635 - - - 2,830,635 2,899,513
9,759,190 - 9,759,190 - - - 9,759,190 5,744,727
85424 - 85424 2,403413 - 2403413 2,488,837 1,848,769
- - - 216,798 - 216798 216,798 156,589
10,476,658 2,198591 12,675249 2,620,211 - 2,620,211 15,295,460 10,649,598
- - - 257,061 - 257,061 257,061 146,082
- - - 1,306,092 - 1,306,092 1,306,092 |,156,147
- - - 920,854 - 920,854 920,854 856,146
- - - 2,484,007 - 2,484,007 2,484,007 2,158,375

The Company does not account for any fixed rate financial assets and liabilities at fair value through profit or loss.
Therefore, a change in interest rate at the balance sheet would not effect profit or loss of the Company.

Cash flow sensitivity analysis for variable rate instruments

At June 30, 201 I, if interest rates on long term financing had been 1% higher / lower with all other variables held
constant, post tax profit for the year would have been Rs. | | million (2010: Rs. [4 million) higher / lower, mainly as a
result of higher / lower interest expense on floating rate borrowings.
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At June 30,201 1, if interest rates on short term borrowings had been 1% higher / lower with all other variables held
constant, post tax profit for the year would have been Rs. 93 million (2010: Rs. 71 million) higher / lower; mainly as a
result of higher / lower interest expense on floating rate borrowings.

38.1.2 Credit risk

Credit risk represents the accounting loss that would be recognized at the reporting date if counter
parties failed to perform as contracted. The Company manages credit risk interalia by setting out
credit limits in relation to individual customers and/or by obtaining advance against sales and/or
through letter of credits and/or by providing for doubtful debts. Also the Company does not have
significant exposure in relation to individual customer. Consequently, the Company believes that it
is not exposed to any major concentration of credit risk.

The Company is exposed to credit risk from its operating and certain investing activities and the
Company's credit risk exposures are categorised under the following headings:

38.1.2.1 Trade debts

Trade debts are essentially due from local and foreign companies and the Company does not expect
that these companies will fail to meet their obligations.

The Company established an allowance for the doubtful trade debts that represent its estimate of
incurred losses in respect of trade debts. This allowance is based on the management assessment
of a specific loss component that relates to individually significant exposures.

38.1.2.2 Bank balances

The Company limits its exposure to credit risk by investing in liquid securities and maintaining bank
accounts only with counter-parties that have stable credit rating. Given these high credit ratings,
management does not expect that any counter party will fail to meet their obligations.

The bank balances along with the credit ratings are tabulated below:

2011 2010

Rs. 000s
Al+ 52,929 77518
Al 23,986 2,736
A2 33 27
76,948 80,281

38.1.2.3 Exposure to credit risk

The carrying amount of financial assets represents the maximum credit exposure. The maximum
exposure to credit risk at the reporting date was:

2011 2010
Rs. 000s

Long term investment 58,450 58,450
Long term loans and advances 4,241 1,846
Long term deposit 33,057 32,332
Trade debts 2,030,723 2,359,265
Loans and advances 3,991 2,587
Other receivables 47,122 43,753
Bank balances 76,948 80,281
2,254,532 2578514

38.1.2.4 Financial assets that are either past due or impaired

The credit quality of financial assets that are either past due or impaired can be assessed by
reference to historical information and external ratings or to historical information about counter
party default rates.
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38.1.3

38.2

a.  Longterm loans

The Company obtains guarantees by two employees against each disbursement made on
account of loans and these can be assessed by reference to note no. 16.The carrying amount
of guarantees are up to the extent of loans outstanding as at the date of default. Further, the
guarantor will pay the outstanding amount if the counter party will not meet their obligation.
In addition, these loans are secured against outstanding balance of provident fund and end of
service dues of the relevant employee.

The Company believes that no impairment allowance is necessary in respect of loans that are
past due. The Company is actively pursuing for the recovery of the debt and the Company
does not expect these employees will fail to meet their obligations.

b.  Trade debts

The movement in allowance for impairment in respect of trade debts during the year can be
assessed by reference to note no.|9.

The Company believes that no impairment allowance is necessary in respect of trade debts
past due other than the amount provided. Trade debts are essentially due from local and
foreign companies. The Company is actively pursuing for the recovery of the debt and the
Company does not expect these companies will fail to meet their obligations. Ageing of trade
debts is as follows:

2011 2010
Rs. 000s
| to 6 months 1,947,824 2,178,572
6 months to | year 26,670 92,932
| year to 3 years 56,229 87,761

2,030,723 2,359,265

Export debts are secured under irrevocable letter of credit, document acceptance, cash against
documents and other acceptable banking instruments.

c.  Other receivables

The Company believes that no impairment allowance is necessary in respect of receivables that
are past due.The Company is actively pursuing for the recovery and the Company does not
expect that the recovery will be made soon and can be assessed by reference to note no.21.

Liquidity risk

Liquidity risk represent the risk where the Company will encounter difficulty in meeting obligations
associated with financial liabilities.

The Company manages liquidity risk by maintaining sufficient cash and ensuring the fund availability
through adequate credit facilities. At June 30, 201 I, the Company has Rs. | 1,944 million (2010: Rs.
9,286 million) available borrowing limit from financial institutions. Unutilized borrowing facilities of
Rs. 2,185 million (2010: Rs. 3,080 million) and also has Rs. 77 million (2010: Rs. 80 million) being
balances at banks. Based on the above, management believes the liquidity risk is insignificant.

Fair value of financial instruments

Fair value is an amount for which an asset could be exchanged, or a liability settled, between
knowledgeable willing parties in an arm's length transaction. Consequently, differences may arise
between the carrying values and the fair value estimates.

The carrying values of all the financial assets and liabilities reflected in the financial statements
approximate their fair values except those which are described in respective notes.
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383 Capital risk management

The primary objectives of the Company when managing capital are to safeguard the Company's
ability to continue as a going concern in order to provide returns for shareholders and benefits for
other stakeholders and to maintain an optimal capital structure.

The Company manages its capital structure and makes adjustment to it, in light of changes in
economic conditions. To maintain or adjust the capital structure, the Company may adjust the dividend
payment to shareholders or issue new shares.

During 2011 the Company's strategy was to maintain leveraged gearing. The gearing ratios as at
June 30,201 | and 2010 were as follows:

2011 2010
Rs. 000s
Total borrowings 12,589,825 8,644,240
Less: Cash and bank (83,355) (84,966)
Net debt 12,506,470 8,559,274
Total equity 4,712,873 3,595,765
Total equity and debt 17,219,343 12,155,039
Gearing ratio (%) 73 70

The Company finances its operations through equity, borrowings and management of working capital
with a view to maintain an appropriate mix amongst various sources of finance to minimize risk.

39 EVENTSAFTER THE BALANCE SHEET DATE

The Board of Directors in their meeting held on October 01, 201 | have proposed to issue bonus shares in
the ratio of one share for every one share held (2010: Nil) i.e. 100% bonus shares. They have also decided to
transfer from capital reserve Rs. 450 million and Rs. 184 million from un-appropriated profit to reserve for issue
of bonus shares. In addition, the Board of Directors have approved transfer to revenue reserve from un-
appropriated profit of Rs. 1,000 million (2010: Rs. 400 million) subject to the approval of members at Annual
General Meeting to be held on October 31, 201 I.

40 DATE OF AUTHORIZATION
These financial statements were authorized for issue on October 01,201 | by the Board of Directors of the Company.

41  CORRESPONDING FIGURES

For better presentation, reclassification made in the financial statements is as follows:

Reclassification from component Reclassification to component Amount
Rs.000s
Administrative expenses Distribution cost
Depreciation Depreciation 15,208
42  GENERAL

Figures have been rounded off to the nearest thousand rupees.

BASHIR AL MOHOMMAD ZAIN BASHIR

Chairman and Chief Executive Director
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Attendance at Board Meetings

For the Year Ended June 30,201 |

Name of Director

Bashir Ali Mohommad
Zain Bashir

Ziad Bashir

Mohammad Zaki Bashir
Abdul Aziz Yousuf

S.M. Nadim Shafiqullah
Mohammed Saleem Sattar
Khwaja Fazlur Rahman
Abdul Razak Bramchari
Dr. Amjad Waheed

Adnan Afridi

Total number
of meetings*

4

4

* held during the period the concerned Director was on the Board.

Number of meetings
attended

4

4
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Pattern of Shareholding
As at June 30,201 |

No. of Shareholders Shareholding Shares held

978 From | to 100 45,336

687 From 101 to 500 145,148

150 From 501 to 1,000 103,262

109 From 1,001 to 5,000 221,503

20 From 5,001 to 10,000 142,468

10 From 10,001 to 15,000 124,423

4 From 15,001 to 20,000 71,157

3 From 20,001 to 25,000 63,377

I From 30,001 to 35,000 30,104

I From 35,001 to 40,000 36,709

I From 45,001 to 50,000 49,224

I From 55,001 to 60,000 57,646

I From 65,001 to 70,000 69,200

I From 70,001 to 75,000 71,359

I From 155,001 to 160,000 155,963

I From 160,001 to 165,000 161,392

I From 165,001 to 170,000 166511

I From 475,001 to 480,000 475,525

I From 770,001 to 775,000 771,157

I From 1,410,001 to 1,415,000 1,413,974

I From 2,035,001 to 2,040,000 2,037,009

I From 4,555,001 to 4,560,000 4,558,277

I From 5,420,001 to 5,425,000 5421,829

I From 5,675,001 to 5,680,000 5,677,035

I From 5,715,001 to 5,720,000 5,716,398

I From 6,185,001 to 6,190,000 6,189,812

I From 6,200,001 to 6,205,000 6203716

I From 11,275,001 to 11,280,000 11,275,031

| From 12,020,001 to 12,025,000 12,024,003

1,982 63,478,548
Categories of Shareholders Number Shares Held Percentage
Individuals 1,942 46,658,084 73.50
Investment Companies 14 [,644,59 1 2.59
Insurance Companies 4 2,512,583 396
Joint Stock Companies 8 56,172 0.09
Modaraba Companies 3 10,498 0.02

Financial Institutions I 123 -
Foreign Investors 4 12,559,920 19.78
Charitable Institutions 4 31,082 0.05
Government Departments 2 5495 0.0l
1,982 63,478,548 100.00
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Pattern of Shareholding

As at June 30,201 |

Additional Information

Categories of Shareholders

NIT and ICP
IDBP (ICP Unit)
National Bank of Pakistan - Trustee Department

National Investment Trust Limited

Investment Companies and Mutual Funds
Insurance Companies

Joint Stock Companies

Modaraba Companies

Financial Institutions

Foreign Investors

Charitable Institutions

Government Departments

DIRECTORS

Bashir Ali Mohommad (Chairman & Chief Executive)
Zain Bashir

Ziad Bashir

Mohammad Zaki Bashir

Abdul Aziz Yousuf

S. M. Nadim Shafiqullah

Abdul Razak Bramchari

Dr. Amjad Waheed

Adnan Afridi

DIRECTORS'/CEQ'S SPOUSES
Parveen Bashir

Tania Zain

Shareholders holding 10% or more voting interest
Ziad Bashir (Director)
Mohammad Zaki Bashir (Director)

Detail of trading in the shares by:

DIRECTORS

Bashir Ali Mohommad (Chairman & Chief Executive)
Zain Bashir

Ziad Bashir

Mohammad Zaki Bashir

DIRECTORS'/CEQ'S SPOUSES
Parveen Bashir

Tania Zain

Number

Purchased 635,000 shares
Purchased 180,000 shares
Purchased 5,094,394 shares
Purchased 4,142,392 shares

Purchased 2,452,000 shares
Purchased 4,283,825 shares

Note: All the above purchase transactions were among consortium of family members.

Shares held

1,794
1413974

8,794

220,029
2,512,583
56,172
10,498

123
12,559,920
31,082
5495

4,558,277
5716398
12,024,003
11,275,031
4,655
2,875
2,504
2,500
2,500

5421829
5,677,035

12,024,003
11,275,031
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Auditors' Report on Consolidated Financial Statements

We have audited the annexed consolidated financial statements comprising consolidated Balance Sheet of Gul Ahmed
Textile Mills Limited (the Holding Company) and Gul Ahmed International Limited (FZC) and GTM (Europe) Limited
(Subsidiaries) as at June 30,201 | and the related consolidated Profit and Loss Account, consolidated Statement of
Comprehensive Income, consolidated Cash Flow Statement and consolidated Statement of Changes in Equity together
with the notes forming part thereof, for the year then ended.We have also expressed separate opinion on the financial
statements of the Holding Company. Subsidiaries have been audited by other firms of auditors, whose reports have
been furnished to us and our opinion, in so far as it relates to the amounts included for such Subsidiaries, is based solely
on the report of such other auditors. These financial statements are the responsibility of the Holding Company's
management. Our responsibility is to express an opinion on these financial statements based on our audit.

Our audit was conducted in accordance with the International Standards on Auditing and accordingly included such
tests of accounting records and such other auditing procedures as we considered necessary in the circumstances.

In our opinion, the consolidated financial statements examined by us, present fairly the financial position of Gul Ahmed
Textile Mills Limited and its Subsidiaries as at June 30, 201 | and the result of their operations for the year then ended.

HYDER BHIMJI & CO.
Karachi Chartered Accountants
October 01,201 | Engagement Partner: Hyder Ali Bhimji
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Consolidated Balance Sheet

As at June 30,201 |

EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES

Share capital
Reserves
Unappropriated profit

NON-CURRENT LIABILITIES

Long term financing
Deferred liabilities
Deferred taxation - net
Staff retirement benefits

CURRENT LIABILITIES

Trade and other payables

Accrued mark-up

Short term borrowings

Current maturity of long term financing
Provision for income tax - net of payment

CONTINGENCIES AND COMMITMENTS

87

Note

10
Il

201 | 2010
Rs. 000s

634,785 634,785
2,933,524 2,524.49 |
1,278,023 550,752
4,846,332 3,710,028
2,198,591 2,222,650
292,752 202,281
17,717 15016
310,469 217297
2,648,510 1,946,397
216,798 156,589
9,818,355 5,824,559
632,044 676,863
- 32,558
13,315,707 8,636,966
20,671,099 14,786,941
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201 | 2010
Note Rs. 000s

ASSETS
NON-CURRENT ASSETS

Property, plant and equipment 13 6,148,708 |
Intangible assets 14 21,253 L
Long term loans and advances I5 1,846 3
Long term deposits 32,332 1
e |

1}

!

CURRENT ASSETS :i
Stores, spares and loose tools 16 475422 \ 5:
Stock-in-trade |7 4991811 gt
Trade debts 8 2,465,556 i
Loans and advances 19 131,373 | ] .
Prepayments 56,639 | i
Other receivables 20 237,936 ’||
Tax refunds due from government 21 66,877 i !u
Cash and bank balances 22 157,188 ! i

i

8,582,802 i
I

K J|

{

e

14,786,941
The annexed notes | - 42 form an integral part of these financial statements.
BASHIR AL MOHOMMAD ZAIN BASHIR
Chairman and Chief Executive Director
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Consolidated Profit and Loss Account
For the Year Ended June 30,201 |

2011 2010
Note Rs. 000s

Sales 23 25,643,176 19,885,337
Cost of sales 24 20,892,101 16,582,414
Gross profit 4,751,075 3,302,923
Distribution cost 25 1,103,962 815,268
Administrative expenses 26 911,297 793,047
Other operating expenses 27 116,604 53,853

2,131,863 1,662,168

2,619,212 1,640,755
Other operating income 28 25,547 26,425
Operating profit 2,644,759 1,667,180
Finance cost 29 1,093,713 959,259
Profit before taxation 1,551,046 707,921
Provision for taxation 30 342,871 239,688
Profit after taxation 1,208,175 468,233
Earnings per share - basic and diluted (Rs.) 31 19.03 7.38
The annexed notes | - 42 form an integral part of these financial statements.

BASHIR AL MOHOMMAD ZAIN BASHIR
Chairman and Chief Executive Director
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BASHIR AL MOHOMMAD

Chairman and Chief Executive

Consolidated Statement of Comprehensive Income

For the Year Ended June 30,201 |
The annexed notes | - 42 form an integral part of these financial statements.

1%]
C
.9
=
o
o]
a
o
<
o]
L
|
wv)
4]
o
C
5
=
o
C
i)
=
@
&
O
S
5]
=
>
[}
C
.60
L
o]
L

Total comprehensive income

Profit after taxation



Consolidated Cash Flow Statement

For the Year Ended June 30,201 |

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before taxation

Adjustments for:
Depreciation
Amortisation
Provision for gratuity
Finance cost
Provision for slow moving/obsolete items
Provision for doubtful debts
Property, plant and equipment scrapped
Profit on sale of property, plant and equipment

Changes in working capital:
(Increase)/decrease in current assets
Stores, spares and loose tools
Stock-in-trade
Trade debts
Loans and advances
Prepayments
Other receivables
Tax refunds due from government

Increase in current liabilities
Trade and other payables

Cash (used in)/generated from operations

(Payments) for/receipts from:
Gratuity
Finance cost
Income tax
Long term loans and advances

Net cash (used in)/generated from operating activities

9l

Note

201 1|

1,551,046

711,737
17,402
9,461
1,093,713
10,304
29,200
2,657
(13,194)

3,412,326

(241,232)
(5,438,403)
199,954
(8:413)
10,812
25,390
15,150

(5:436,742)

702,113

(4.734,629)

(1,322,303)

(6.760)
(1,033,504)
(305,435)
(2,395)

(2,670,397)

2010
Rs. 000s

707,921

681,282
18,170
7810
959,247
7,736
19,031
1314
(9.435)

2,393,076

(36,095)
(1,050,867)
188,209
(5,440)
(14,668)
(77,209)
(10,255)

(1,006,325)

200,203

(806,122)
| 586,954
(4.739)
(981,063)
(122,084)
416

479,484
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Note

CASH FLOWS FROM INVESTING ACTIVITIES

Addition to property, plant and equipment

Addition to Intangible assets

Proceeds from sale of property, plant and equipment
Long term deposits

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from long term loans
Repayments of long term loans
Dividend Paid

Net cash used in financing activities
Exchange difference on translation of foreign subsidiaries

Net decrease in cash and cash equivalents
Cash and cash equivalents - at the beginning of the year

Cash and cash equivalents - at the end of the year 33

The annexed notes | - 42 form an integral part of these financial statements.

BASHIR ALI MOHOMMAD
Chairman and Chief Executive

T

2011 2010 i 1
Rs. 000s i
(1,245,764) (745,778) i |
(38471) (5,898) i
31,760 36,542 i
(725) (3298)
(1,253,200) (718432)
607,987 328,457
(676,865) (498,634)
(79.349) -
(148,227) (170,177) _
7,478 3,523 |
|
(4,064,346) (405,602)
(5.667,371) (5.261,769)
9.731,717) (5.667,371)
i s
i1l |
ZAIN BASHIR {ill
Director
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Consolidated Statement of Changes in Equity
For the Year Ended June 30,201 |

Share Revenue | Exchange Capital | Statutory |Unappropriated| Total
capital reserve | difference | reserve | reserve profit
on translation
of foreign
subsidiaries
Rs. 000s
Balance as at June 30,2009 634,785 1,950,000 33,787 450446 6,587 162,667 3238272
Transfer to revenue reserve - 80,000 - - - (80,000) -
Transfer to statutory reserve - - - - 148 (148) -
Total comprehensive income
Profit for the year - - - - - 468,233 468,233
Other comprehensive income - - 3,523 - - - 3,523
Total comprehensive income for the year - - 3,523 - - 468233 471,756
Balance as at June 30,2010 634,785 2,030,000 37310 450446 6,735 550,752 3,710,028
Transfer to revenue reserve - 400,000 - - - (400,000) -
Transfer to statutory reserve - - - - 1,555 (1,555) -
Transaction with owners
Final dividend for the year ended - - - - - - (79,349) (79,349)
June 30,2010

Total comprehensive income
Profit for the year - - - - - 1,208,175 | 1,208,175
Other comprehensive income - - 7478 - - - 7478
Total comprehensive income for the year - - 7478 - - 1,208,175 1,215,653
Balance as at June 30,201 | 634,785 2,430,000 44,788 450,446 8,290 1,278,023 4,846,332

The annexed notes | - 42 form an integral part of these financial statements.

BASHIR ALl MOHOMMAD ZAIN BASHIR

Chairman and Chief Executive Director
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Consolidated Notes to the Accounts

For the Year Ended June 30,201 |

I THE GROUP AND ITS OPERATIONS

Gul Ahmed Group comprises the following:

- Gul Ahmed Textile Mills Limited
- Gul Ahmed International Limited (FZC) - UAE
- GTM (Europe) Limited - UK

Gul Ahmed International Limited (FZC) - UAE is a wholly owned subsidiary of Gul Ahmed Textile Mills
Limited and GTM (Europe) Limited is a wholly owned subsidiary of Gul Ahmed International Limited
(FZC) - UAE.

Gul Ahmed Textile Mills Limited (The Company) was incorporated in 1953 in Pakistan as a private limited
company, converted into public limited company in 1955 and was listed on Karachi and Lahore Stock
Exchanges in 1970 and 1971 respectively. The Company is a composite textile mill and is engaged in the
manufacture and sale of textile products.

The Group’s registered office is situated at Plot No. 82, Main National Highway, Landhi, Karachi.
Both subsidiaries are engaged in trading of textile related products.
Basis of consolidation

The consolidated financial statements include the financial statements of the Holding Company and its
subsidiaries - "The Group".

Subsidiary companies are consolidated from the date on which more than 50% voting rights are transferred
to the Holding Company or power to govern the financial and operating policies over the subsidiary and
is excluded from consolidation from the date of disposal or cessation of control.

The financial statements of the subsidiaries are prepared for the same reporting period as the Holding
Company, using consistent accounting policies.

The assets and liabilities of the subsidiary company have been consolidated on a line-by-line basis and
the carrying value of investment held by the Holding Company is eliminated against the subsidiary's share
capital. Material intra-group balances and transactions are eliminated.

2 BASIS OF PREPARATION

These financial statements comprise balance sheet, profit and loss account, statement of comprehensive income,
cash flow statement and statement of changes in equity together with explanatory notes and have been
prepared under the ‘historical cost convention’ except as has been specifically stated below in respective notes.

2.1

Statement of compliance

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

2.2 Standards, interpretations and amendments to published approved accounting standards

2.2.1 Standards, interpretations and amendments to published approved accounting standards
that became effective during the year

There are certain new standards, interpretations and amendments to published approved accounting
standards that are mandatory for accounting periods beginning on or before January 01,2010 but
considered not to be relevant or to have any significant effect on the Group’s operations and are,
therefore, not disclosed in these financial statements.
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2.2.2 Standards, interpretations and amendments to published approved accounting standards that are

not yet effective

Following accounting standards, amendments and interpretations to approved accounting standards
have been published that are mandatory for accounting periods beginning on or after the dates

mentioned below:

IAS 24 Related Party Disclosures (revised 2009) - (effective for annual periods beginning on
or after January 0l, 2011).The revision amends the definition of a related party and modifies
certain related party disclosure requirements for government related entities and include an
explicit requirement to disclose commitments involving related parties. The amendment is not
likely to have any impact on the Group’s financial statements.

Amendments to IAS 12 - Deferred Tax: Recovery of Underlying Assets (effective for annual
periods beginning on or after January 01, 2012). These amendments provide presumption that
the carrying amount of an assets measured using the fair value model in IAS 40 will be through
sale. As a result of the amendments, SIC - 21 (Income Taxes: Recovery of revalued non-depreciable
assets) will no longer apply to investment properties accrued at fair value. This amendment is
not likely to have any impact on the Group’s financial statements.

Amendments to IFRIC 14 - IAS 19 The limit on a Defined Benefit Assets, Minimum Funding
Requirements and their Interaction (effective for annual periods beginning on or after
January 01, 201 1).These amendments remove unintended consequences arising from the
treatment of prepayments where there is a minimum funding requirement. These amendments
result in prepayments of contributions in certain circumstances being recognised as an asset
rather than an expense.This amendment is not likely to have any impact on the Group's financial
statements.

Improvements to IFRSs 2010 - IFRS 7 Financial Instruments: Disclosures (effective for annual
periods beginning on or after January Ol, 201 I). These amendments add an explicit statement
that qualitative disclosure should be made in the context of the quantitative disclosures to better
enable users to evaluate an entity's exposure to risks arising from financial instruments. In addition,
the IASB amended and removed existing disclosure requirements. The amendment may result
in certain changes in disclosures.

Improvements to IFRSs 2010 - IAS | Presentation of Financial Statements (effective for annual
periods beginning on or after January Ol, 201 ). These amendments clarify that disaggregation
of changes in each component of equity arising from transactions recognised in other comprehensive
income also is required to be presented, but may be presented either in the statement of
changes in equity or in the notes. The amendment may result in certain changes in disclosures.

There are other amendments to the approved accounting standards and interpretations that are mandatory
for accounting periods beginning on or after January Ol, 201 | but are considered not to be relevant or
to have any significant effect on the Group's operations and are therefore not detailed in these financial

statements.

Further, the following new standards have been issued by IASB which are yet to be notified by the Securities
and Exchange Commission of Pakistan (SECP) for the purpose of applicability in Pakistan.

International Financial Reporting
Standards (IFRSs)

IFRS 9 - Financial Instruments

IFRS 10 - Consolidated Financial Statements
IFRS Il - Joint Agreements

IFRS 12 - Disclosure of Interests in other Entities
IFRS I3 - FairValue

IASB effective date annual periods

beginning on or after

anuary |,2015
anuary |,2013

J
J
January 1,2013
January 1,2013
J

anuary |,2013
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24

Functional and presentation currency
These financial statements are presented in Pakistan Rupee which is the Group's functional currency.
Critical accounting estimates and judgements

The preparation of financial statements in conformity with approved accounting standards requires the
use of certain critical accounting estimates. It also requires the management to exercise its judgment in
the process of applying the Group's accounting policies. Estimates and judgments are continually evaluated
and are based on historical experience, 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 Group's financial statements or where judgment was exercised in application of accounting policies
are as follows:

Defined benefit plan

Certain actuarial assumptions have been adopted as disclosed in note 8 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 years might affect unrecognised gains and losses in those years.

Contingencies

The assessment of the contingencies inherently involves the exercise of significant judgment as the outcome
of the future events can not be predicted with certainty. The Group, based on the availability of the latest
information, estimates the value of contingent assets and liabilities which may differ on the occurrence/non
- occurrence of the uncertain future event(s).

Property, plant and equipment

The Group reviews appropriateness of the rate of depreciation, useful life, residual value used in the
calculation of depreciation. Further where applicable, an estimate of recoverable amount of assets is made
for possible impairment on an annual basis.

Stock-in-trade and stores & spares

The Group reviews the net realisable value of stock-in-trade and stores & spares to assess any diminution
in the respective carrying values. Net realisable value is determined with reference to estimated selling
price less estimated expenditures to make the sales.

Provision against trade debts, advances and other receivables

The Group reviews the recoverability of its trade debts, advances and other receivables to assess amount
of bad debts and provision required there against on annual basis.

Income taxes

The Group takes into account relevant provisions of the prevailing income tax laws while providing for
current and deferred taxes as explained in note 3.6 of these financial statements. Deferred tax calculation
has been made based on estimate of future ratio of export and local sales based on past history.

Provision for obsolescence

Provision for obsolescence and slow moving spare parts is based on parameters set out by management.

3 SIGNIFICANT ACCOUNTING POLICIES

3.1

Foreign currency transactions and translation

All ' monetary assets and liabilities in foreign currencies are translated into Pak Rupees at the rates of
exchange prevailing at the balance sheet date or as fixed under contractual arrangements. Transactions in
foreign currencies are translated into Pak Rupees at exchange rate prevailing at the date of transaction.
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32

33

34

3.5

3.6

Foreign exchange gains and losses on translation are recognized in the profit and loss account.
All non-monetary items are translated into Pak Rupees at exchange rates prevailing on the date of
transaction or on the date when fair values are determined.

For the purpose of consolidation, income and expense items of the foreign subsidiaries are translated at
annual average exchange rate. All monetary and non monetary assets and liabilities are translated at the
exchange rate prevailing at the balance sheet date except for share capital which is translated at historical
rate. Exchange differences arising on the translation of foreign subsidiaries are classified as equity reserve
until the disposal of interest in such subsidiaries.

Borrowing cost

Borrowing costs are recognized as an expense in the period in which these are incurred except to the
extent of borrowing costs that are directly attributable to the acquisition, construction or production of
a qualifying asset. Such borrowing costs are capitalized as part of the cost of that asset up to the date of
its commissioning.

Staff retirement benefits
Defined benefit plan

The Group operates unfunded gratuity schemes for all its eligible employees who are not part of the
provident fund scheme.

The Group accounts for gratuity provision on the basis of actuarial valuation using the projected unit
credit method. The results of valuation are summarised in note 8.

Actuarial gains and losses arising at each valuation date are recognized immediately in the profit and loss account.

Benefits under the scheme are payable to employees on completion of the prescribed qualifying period
of service under the scheme.

Defined contribution plan

The Group operates a recognized provident fund scheme for its eligible employees to which equal monthly
contribution is made by the Group and the employees at the rate of 8.33% of the basic salary.

Accumulated employee compensated absences

The Group provides for compensated absences for all eligible employees in the period in which these
are earned in accordance with the rules of the Group.

Provisions

Provisions are recognized when the Group has present obligation (legal or constructive) as a result of
past event, and it is probable that an outflow of resources embodying economic benefits will be required
to settle the obligation and a reliable estimate can be made of the amount of the obligation.

Provisions are reviewed at each balance sheet date and adjusted to reflect current best estimate.
Taxation
Current

Provision for current tax is based on the taxable income for the year determined in accordance with
the prevailing law for taxation of income. The charge for current tax is calculated using prevailing
tax rates or tax rates expected to apply to the profit for the year The charge for current tax also includes
adjustments, where considered necessary, to provision for taxation made in previous years arising from
assessments framed during the year for such years. The Group takes into account the current income tax
law and decisions taken by the taxation authorities.
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3.7

3.8

39

Deferred

Deferred tax is accounted for using the balance sheet liability method in respect of all taxable
temporary differences arising from differences between the carrying amount of assets and liabilities in
the financial statements and the corresponding tax bases used in the computation of taxable profit.
Deferred tax liabilities are recognized for all taxable temporary differences and deferred tax assets are
recognized to the extent that it is probable that taxable profits will be available against which the deductible
temporary differences, unused tax losses and tax credits can be utilized. Deferred tax assets are reduced
to the extent that it is no longer probable that the related tax benefit will be realized.

Deferred tax is calculated at the rates that are expected to apply to the period when the differences
reverse, based on tax rates that have been enacted.

Property, plant and equipment
Operating assets

Operating assets are stated at cost less accumulated depreciation and any identified impairment loss
except leasehold land which is stated at cost. No amortisation is provided on leasehold land since the
lease is renewable at the option of the lessee.

Depreciation is charged on reducing balance method at rates specified in the note 13.1. Full year's depreciation
is charged on additions except major additions or extensions to production facilities which are depreciated
on pro-rata basis for the period of use during the year and no depreciation is charged on assets in the year
of their disposal. Gains and losses on disposal of operating assets are included in profit and loss account

Capital work-in-progress

Capital work-in-progress is stated at cost accumulated up to the balance sheet date and represents expenditure
incurred on property, plant and equipment in the course of construction. These expenditures are transferred
to relevant category of property, plant and equipment as and when the assets starts operation.

Intangible assets

Intangible assets are stated at cost less accumulated amortisation. Amortisation is charged over the
useful life of the assets on a systematic basis to income applying the straight line method at the rate specified
in note 4.

Stores, spares and loose tools

These are stated at moving average cost less slow moving provision and goods-in-transit are valued at
cost accumulated to the balance sheet date. A provision is made for any excess of book value over net
realizable value.

3.10 Stock-in-trade

Stock of raw materials, except for those in transit, work-in-process and finished goods are valued principally
at lower of weighted average cost and net realizable value. Waste products are valued at net realisable
value. Cost of raw materials and trading stock comprises of the invoice value plus other charges paid
thereon. Cost of work-in-process and finished goods includes cost of direct materials, labour and appropriate
portion of manufacturing overheads. ltems in transit are stated at cost comprising invoice value and other
incidental charges paid thereon.

Net realizable value signifies the estimated selling prices in the ordinary course of business less costs
necessarily to be incurred in order to make the sale.
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3.1l Trade debts

Trade debts are carried at original invoice amount except export receivables. These are translated into
Pak Rupees at the rates ruling on the balance sheet date or as fixed under contractual arrangements.
Debts considered irrecoverable are written off and provision is made for debts considered doubtful.

3.12 Trade and other payables

Liabilities for trade and other payables are carried at cost which is the fair value of the consideration to
be paid in the future for goods and services received.

3.13 Financial assets and liabilities

All financial assets and liabilities are initially measured at cost, which is the fair value of the consideration
given and received respectively. These financial assets and liabilities are subsequently measured at fair value,
or amortised cost, as the case may be.

3.14 Offsetting of financial assets and liabilities

All financial assets and financial liabilities are offset and the net amount is reported in the balance sheet
if the Group has a legal enforceable right to set off the recognized amounts and intends either to settle
on net basis or to realize the assets and settle the liabilities simultaneously.

3.15 Impairment

The carrying amounts of the Group's assets are reviewed at each balance sheet date to determine whether
there is any indication of impairment loss. If any such indication exist, the assets’ realizable value is estimated
in order to determine the extent of the impairment loss, if any. Impairment losses are recognized as
expense in profit and loss account.

3.16 Revenue recognition

Sales are recorded on dispatch of goods and in case of export when the goods are shipped. Revenue
from sale of goods is measured at the fair value of consideration received or receivable, net of returns
and trade discounts.

3.17 Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the purposes of the cash flow
statement, cash and cash equivalents comprises short term investment, cash and cheques in hand and
cash with banks on current, savings and deposit accounts, running finance under mark-up arrangements
and short term borrowings.

3.18 Dividend and appropriation to reserves

Dividend and appropriation to reserves is recognized in the financial statements in the period in which
these are approved.
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2011 2010

Note Rs. 000s
4 SHARE CAPITAL

4.1 Authorised capital

2010
75,000,000  Ordinary shares of Rs.10 each 750,000
4.2 Issued, subscribed and paid - up capital
2010
38,797,566  Ordinary shares of Rs.|0 each 387,975
fully paid in cash
5447326  Ordinary shares of Rs.10 each 54,473
fully paid under scheme of
arrangement for amalgamation
19,233,656  Ordinary shares of Rs.10 each 192,337
issued as fully paid bonus shares
63,478,548 634,785
5 RESERVES
Revenue reserve
General reserve - opening 1,950,000
Transfer from profit and loss account 5.1 80,000
2,030,000
Exchange difference on translation of foreign subsidiaries 37,310 ! ':
Capital reserve | |
Share premium 428,887 i
Book difference of share capital under scheme of F{
arrangement for amalgamation 21,559 -!:-I- {]
450,446 VB |
Statutory reserve 6,735 Wit ry
2,524,491 '1 |
i
i

5.1 This represents appropriation of profit in past year to meet future exigencies.

e
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LONG TERM FINANCING - SECURED
Note Number of Installment
installments and amount
commencement
month Rs. 000s
Habib Bank Limited Loan 4 6.1,6.5
a) Under State Bank of Pakistan (SBP) 12 half yearly 5416
scheme of Long Term Finance- June-2010
Export Oriented Projects (LTF-EOP)

b) Under LTF-EOP scheme 12 half yearly 4,450
November-2010

Habib Bank Limited Loan 5 6.1,6.5 12 half yearly 2,571

Under LTF-EOP scheme December-2010

Habib Bank Limited Loan 6 6.1,6.5 12 half yearly 9,510

Under LTF-EOP scheme February-2010

Habib Bank Limited Loan 7 6.1,6.5 12 half yearly 778

Under LTF-EOP scheme January-2010

Habib Bank Limited Loan 8 6.1,6.5

a) Under LTF-EOP scheme 12 half yearly 1,698
January-2010

b) Under LTF-EOP scheme 12 half yearly 139
February-2010

Habib Bank Limited Loan 10 6.1,6.6 16 half yearly ['1,054

Under State Bank of Pakistan (SBP) July-2011

Scheme of Long Term Financing

Facility (LTFF)

Habib Bank Limited Loan | | 6.1,6.6 16 half yearly 562

Under LTFF scheme August-201 |

Habib Bank Limited Loan 12 6.1,6.6 16 half yearly 710

Under LTFF scheme October-201 |

Habib Bank Limited Loan 13 6.1,6.6 16 half yearly 277

Under LTFF scheme March-2012

Habib Bank Limited Loan 14 6.1,6.6 16 half yearly 3,536

Under LTFF scheme August-2012

United Bank Limited Loan 2 6.3 10 half yearly 50,000
March-2009

United Bank Limited Loan 3 6.3,65 12 half yearly 931

Under LTF-EOP scheme April-2010
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Mark-up rate
per annum

7.00% p.a.
payable quarterly

7.00% p.a.
payable quarterly

7.00% p.a.
payable quarterly

7.00% p.a.
payable quarterly

7.00% p.a.
payable quarterly

7.00% p.a.
payable quarterly

7.00% p.a.
payable quarterly

10.00% p.a.
payable quarterly

10.00% p.a.
payable quarterly

10.00% p.a.
payable quarterly

10.00% p.a.
payable quarterly

10.25% p.a.
payable quarterly

Average three
months KIBOR
Ask rate +1.00%

payable half yearly

7.00% p.a.
payable quarterly

2011 2010
Rs. 000s

48,747 59579
44504 53,405
25,710 30,851
85,592 104,612
6,999 8,555
15,282 18,678
1,247 1,524
176,866 176,866
8,995 8,995
11,359 11,359
4430 4430
56,614 56614
250,000 350,000
8,379 10,24|



United Bank Limited Loan 4

United Bank Limited Loan 5
Under LTFF scheme

United Bank Limited Loan 6

United Bank Limited Loan 7
Under LTFF scheme

United Bank Limited Loan 8
Under LTFF scheme

United Bank Limited Loan 9
Under LTFF Scheme

United Bank Limited Loan 10
Under LTFF scheme

United Bank Limited Loan |1
Under LTFF scheme

United Bank Limited Loan 12
Under LTFF scheme

United Bank Limited Loan |3
Under LTFF scheme

National Bank of Pakistan Loan |
Under LTF-EOP scheme

National Bank of Pakistan Loan 2

National Bank of Pakistan Loan 2-A
Under LTF-EOP scheme

National Bank of Pakistan Loan 3

National Bank of Pakistan Loan 4
Under LTFF scheme

Bank Al-Habib Limited Loan |
Under LTF-EOP scheme

Note

6.3

63,66

6.3

63,66

63,66

63,66

63,66

63,66

62,66

62,66

6.3,65

6.1

6.1,65

6.3

6.2,63,66

62,65

Number of
installments and
commencement

month

6 half yearly
August-2010

16 half yearly
November-2010

6 half yearly
March-201 |

10 half yearly
December-2012

12 half yearly
December-201 |

12 half yearly
January-2012

12 half yearly
February-2012

12 half yearly
April-2012

19 half yearly
Novemebr-201 |

19 half yearly
December-201 |
Repaid during
the year

Repaid during
the year

6 half yearly
September-2008

25 quarterly
September-2009

|6 quarterly
September-201 |

12 half yearly
December-2008

Installment
amount

Rs. 000s

48,199

363

25,000

1,319

557

128

741

3,685

7,441

5916

62,296

24,295

5,706

4,000

2,351

2,315

Mark-up rate
per annum

Rs. 000s

Average six months 192,795 289,192

KIBOR Ask rate +
1.00% payable
half yearly

10.00% p.a. 5,080

payable quarterly

Average six months 125,000
KIBOR Ask rate

+ 1.25% payable

half yearly

10.50% p.a. 13,190

payable quarterly

10.50% p.a. 6,690

payable quarterly

10.50% p.a. 1,540

payable quarterly

10.50% p.a. 8,895

payable quarterly

[1.20% p.a. 44,227

payable quarterly

[1.20% p.a. 141,385

payable quarterly

[1.20% p.a. 112,400

payable quarterly

7.00% p.a. -
payable quarterly

Average six months -
KIBOR Ask rate

+ 1.50% payable

half yearly

7.00% p.a. 11,410

payable quarterly

Average three 68,000
months KIBOR
Ask rate + 1.00%

payable quarterly

10.40% p.a. 37,615

payable quarterly

7.00% p.a. 18,516

payable quarterly

5,806

150,000

13,190

6,690

124,592

48,589

22,822

84,000

37615

23,145

102




Habib Metropolitan Bank Loan |
a) Under LTF-EOP scheme

b) Under LTF-EOP scheme

Habib Metropolitan Bank Ltd. Loan 2
Under LTF-EOP scheme

Habib Metropolitan Bank Ltd. Loan 3
Under LTFF scheme

Habib Metropolitan Bank Ltd. Loan 4
Under LTFF scheme

Habib Metropolitan Bank Ltd. Loan 5
Under LTFF scheme

Habib Metropolitan Bank Ltd. Loan 6
Under LTFF scheme

Habib Metropolitan Bank Ltd. Loan 7
Under LTFF scheme

HSBC Bank Middle East Ltd Loan |
a) Under LTF-EOP scheme

b) Under LTF-EOP scheme

HSBC Bank Middle East Ltd Loan 2
Under LTF-EOP scheme

HSBC Bank Middle East Ltd Loan 3
Under LTF-EOP scheme

HSBC Bank Middle East Ltd Loan 4
Under LTF-EOP scheme

Allied Bank Limited Loan |

Allied Bank Limited Loan 2
Under LTFF scheme

Meezan Bank Ltd
Diminishing Musharaka |

103

Note

62,65

62,65

62,66

62,66

62,66

62,66

62,66

62,65

62,65

62,65

62,65

6.3

63,66

6.3

Number of
installments and
commencement

month

12 half yearly
March-2010

12 half yearly
April-2010

12 half yearly
November-2010

16 half yearly
February-2012

16 half yearly
March-2012

16 half yearly
June-2012

16 half yearly
July-2012

10 half yearly
December-2013

12 half yearly
October-2010

12 half yearly
November-2010

12 half yearly
December-2010

12 half yearly
February-2010

12 half yearly
March-2010

12 quarterly
March-2010

32 quarterly
July-2010

6 half yearly
February-2011

Installment
amount

Rs. 000s

684

2,042

19,417

2719

2,504

4212

1,804

3,328

2,883

1,038

1,838

875

844

16,667

9,256

15,266

28 GulAhmed Annual Report 2011

Mark-up rate
per annum

7.00% p.a.
payable quarterly

7.00% p.a.
payable quarterly

7.00% p.a.
payable quarterly

10.00% p.a.
payable quarterly

10.00% p.a.
payable quarterly

10.25% p.a.
payable quarterly

10.25% p.a.
payable quarterly

[1.20% p.a.
payable quarterly

7.00% p.a.
payable quarterly

7.00% p.a.
payable quarterly

7.00% p.a.
payable quarterly

7.00% p.a.
payable quarterly

7.00% p.a.
payable quarterly

Average three
months KIBOR
Ask rate + 1.00%

payable quarterly

10.00% p.a.
payable quarterly

Average six
months KBOR
Ask rate + 1.00%
payable half yearly

2011 2010
Rs. 000s
6,149 7516
18,374 22,458
194,166 233,000
43,495 43,495
40,065 40,065
67,373 67373
28,860 28,860
33,280 -
28,833 34,599
10,376 12,451
18,384 22,061
7,873 9,623
7,596 9,285
100,000 166,667
259,177 296,20
76,328 915%4



Note  Number of Installment ~ Mark-up rate
installments and amount per annum
commencement 2011 2010
month Rs. 000s Rs. 000s
Meezan Bank Ltd 6.3 6 half yearly |,449 Average six 7,247 8,696
Diminishing Musharaka 2 June-201 | months KIBOR
Ask rate + 1.509%
payable half yearly
Meezan Bank Ltd 6.3 6 half yearly 5,253 Average six 31,516 31,516
Diminishing Musharaka 3 July-201'1 months KIBOR
Ask rate + 1.509%
payable half yearly
NIB Bank Limited Loan | 63,66 16 quarterly 2839  9.00% pa. 31,222 42,578
Under LTFF scheme June-2010 payable quarterly
NIB Bank Limited Loan 2 63,66 16 quarterly 1,883  9.00% pa. 22,594 30,125
Under LTFF scheme September-2010 payable quarterly
Faysal Bank Limited 62,66 10 half yearly 6,720 [1.20% p.a. 67,200 -
Under LTFF scheme January-2014 payable quarterly
Standard Chartered Bank Loan | 6.3,6.6 8 half yearly 2,995 [1.10% p.a. 23,960 -
Under LTFF scheme October-2012 payable quarterly
Standard Chartered Bank Loan 2 6.3,6.6 8 half yearly 21,886 [1.10% p.a. 175,100 -
Under LTFF scheme November-2012 payable quarterly
2,830,635 2899513
Current portion shown under current liabilities (632,044) (676,863)
2,198,591 2,222,650
6.1 These loans are secured by first pari passu charge over present and future fixed assets of the Group and

equitable mortgage over land and building.

6.2

These loans are secured by charge over specified machinery.

6.3  These loans are secured by way of pari passu charge over the fixed assets of the Group.

6.4

Habib Metropolitan Bank Limited is a related party.

6.5  Grace period of one year in payment of principal outstanding under LTF-EOP facilities was allowed by
the banks as per State Bank of Pakistan SMEFD Circular No. O dated January 22, 2009.

6.6

The loans availed under the facility shall be repayable within a maximum period of ten years including

maximum grace period of two years from the availment date. However, where financing facilities have
been provided for a period of upto five years maximum grace period shall not exceed one year as per
State Bank of Pakistan MFD Circular No. 07 dated December 31,2007.

|04
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DEFERRED TAXATION - NET

Taxable temporary differences in respect of

Accelerated tax depreciation allowance
Provision for income of subsidiaries

Deductible temporary differences in respect of

Provision for gratuity
Provision for doubtful debts
Provision for slow moving items

STAFF RETIREMENT BENEFITS

8.1

82

8.3

Principal actuarial assumptions

Following principal actuarial assumptions were used for
the valuation:

Estimated rate of increase in salary of the employees

Discount rate

Average expected remaining working life time of employees

Note
Movement in liability
Balance as at opening
Charge for the year 84

Payments during the year

Balance as at closing

Changes in present value of defined benefit
obligation

Balance as at opening

Current service cost

Interest cost

Actuarial gain on present value of defined benefit obligation
Benefits paid

Balance as at closing

oll 2010
Rs. 000s
303,824 208,763
8,189 7,967
312,013 216,730
(1,993) (1,868)
(10,889) (7,281)
(6,379) (5,300)
(19,261) (14,449)
292,752 202,281
11% pa. 1% pa.
12% p.a. 12% p.a.
10 years 10 years
Rs. 000s
15,016 11,945
9,461 7810
(6,760) (4739)
17,717 15016
15,016 11,945
7,987 6928
1,474 1,671
- (789)
(6,760) (4739)
17,717 15016
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8.4 Charge for the year

Current service cost
Interest cost
Actuarial gain

TRADE AND OTHER PAYABLES

Creditors

Due to related parties

Murabaha

Accrued expenses

Advance from customers

Payable to employees’ provident fund
Workers' profit participation fund
Unclaimed dividend

Others

9.1 Workers' profit participation fund

Opening
Provision for the year
Interest for the year

Payments made during the year
Closing balance

10 ACCRUED MARK-UP - SECURED

Mark-up on long term financing
Mark-up on short term borrowings

2011
Note Rs. 000s

9.1

2010

6928
1,671
(789)

7810

924,468
2,872
461,189
449,041
46,234
4,329
39,020
411
18,833

1946397

10,290
38,036
984

49,310

(10290)

39,020

52,009
104,580

156,589
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2011 2010

Note Rs.000s
SHORT TERM BORROWINGS - SECURED
Short term bank borrowings 1.1 9,325,917 5,093,054
Short term running finance 492,438 731,505
9,818,355 5,824,559

1.1 Itincludes short term istisna amounting to Rs. 493 million (2010: Nil).

I1.2 Short term borrowings are secured by pari passu hypothecation charge over stores and spares, stock-
in-trade, trade debts, other receivables, pledge over cotton, counter guarantee of the ultimate Parent
Company and lien on deposit of Gul Ahmed International FZC. Unavailed facility at the year end was
Rs. 2,223 million (2010: 3,043 million).The facility for short term borrowings mature within twelve months.
Short term borrowings include Rs. 587 million (2010: Rs. 27 million) from related party.

Mark-up rates range from 1.54% to 16.65% (2010: 1.54% to 16.30%) per annum.

CONTINGENCIES AND COMMITMENTS

12.1 The Group owns and possesses a plot of land measuring 44 acres in Deh Khanto, which is appearing in
the books at a cost of Rs. 64 million. The Group holds title deeds of the land which are duly registered
in its name. Ownership of the land has been challenged in the Sindh High Court by some claimants who
claim to be the owners, as this land was previously sold to them and subsequently resold to the Group.
The claim of the alleged owners is fictitious. The Group is confident that its title to the land is secure and
accordingly no provision has been made in these financial statements.

12.2 The Group has filed a suit in the Sindh High Court for recovery of Rs. 33.409 million (2010: Rs. 33.409
million) included in other receivables. The Group's management and its legal counsel are of the opinion
that the case will be decided in the Group's favour and as such no provision has been made there against.

12.3 The Group has filed a petition in the Sindh High Court against order passed by the Board of Trustees,
Employees Old-Age Benefits Institution (EOBI) for upholding the unjustified additional demand of payment
raised by EOBI for accounting years 2000-01 and 2001-02 amounting to Rs. 50.827 million
(2010:Rs. 50.827 million). This demand has been raised after lapse of more than two years although the
records and books of the Group were verified by the EOBI to their entire satisfaction and finalization of
all matters by EOBI. The Honorable Sindh High Court has already restrained EOBI from taking any action
or proceedings against the Group. No provision has been made there against in these financial statements
as the Group is confident of the favourable outcome of the petition.
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12.4 Guarantees

(@ Rs. 257 million (2010: Rs. 146 million) against guarantees issued by banks which are secured by
pari passu hypothecation charge over stores and spares, stock-in-trade, trade debts and other receivables.

(b) Post dated cheques Rs. 71 million (2010: Rs. 42 million) issued to various Government Agencies.

(c) Bills discounted Rs. 1,306 million (2010:Rs. |,156 million)

(d) Corporate guarantee of Rs. 96.965 million (2010: Rs. 85.795 million) has been issued to a bank in

favour of subsidiary company.

12.5 The Group is committed for capital expenditure as at June 30,201 | of Rs. 340 million (2010: Rs. 444 million).

12.6 The Group is committed for non capital expenditure items under letters of credit as at June 30, 201 | of

Rs. 581 million (2010: Rs. 412 million).

12.7 The Group is committed for minimum rental payments for each of the following period as follows:

Note

- Not Later than one year
- Later than one year and not later than five years
- Later than five year

PROPERTY, PLANT AND EQUIPMENT

Operating assets 3.1
Capital work in progress 13.2

2011

192,728
828,357
907,230

1,928,315

6,589,869
71,643

6,661,512

Rs. 000s

2010

186,611
802,963
[,125,353

2,114,927

6,097,376
51,332

6,148,708
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3.1 OPERATING ASSETS

Leasehold Buildings and Plant Office Furniture Vehicles Total
lands structures and equipment and
on leasehold  machinery fixtures
land
Net carrying value basis Rs. 000s
as at June 30,201 |
Opening net book value (NBV) 234,107 1,070,408 4439774 140,022 44271 168,796 6,097,376
Additions (at Cost) - 88,692 975,122 40,747 33,169 87,721 1,225,453
Disposal at NBV - - (551) (2333) (4,792) (13,547) (21,223)
Depreciation charge - (118,456) (501,328) (33,798) (8,356) (49,799) (711,737)
Closing net book value 234,107 1,040,644 4913,017 144,638 64,292 193,171 6,589,869
Gross carrying value basis
as at June 30,201 |
Cost 234,107 1,921,565 9282567 343,280 99,991 374456 12,255,966
Accumulated depreciation - (880,921) (4369,550)  (198,642) (35,699) (181,285)  (5,666,097)
Net book value 234,107 1,040,644 4,913,017 144,638 64,292 193,171 6,589,869
Net carrying value basis
year ended June 30,2010
Opening net book value (NBV) 234,107 1,109,874 4442,181 119419 47,259 124,186 6,077,026
Additions (at Cost) - 83,638 484,100 55817 3,649 102,851 730,055
Disposal at NBV - - (10,318) (2,606) (1,087) (14,410) (28/421)
Depreciation charge - (123,104) (476,189) (32,608) (5,550) (43,831) (681,282)
Closing net book value 234,107 1,070,408 4,439,774 140,022 44,271 168,796 6,097,376
Gross carrying value basis
as at June 30,2010
Cost 234,107 1,832,873 8,315,723 324,603 80,157 326023 I1,113/486
Accumulated depreciation - (762,465) (3875949)  (184,581) (35,886) (157,227)  (5,016,108)
Net book value 234,107 1,070,408 4,439,774 140,022 44,271 168,796 6,097,376
Depreciation rate % per annum - 10 10 15 to 30 10to 12 20 to 25
13.1.1 Structures on leased retail outlets are depreciated over the respective lease term.

13.1.2  Depreciation charge for the year has been allocated as follows:

2011 2010
Note Rs. 000s
Cost of goods manufactured 24.1 591,974 583,463
Distribution cost 25 45,412 34,235
Administrative expenses 26 74,351 63,584

711,737 681,282

13.1.3 Disposals include assets scrapped during the year amounting to Rs. 2.657 million (2010: Rs. 1.363 million)
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13.1.4 Details of operating assets sold (by negotiation except where stated)

Written down Sale
Particulars Cost value proceeds Particulars of purchasers
Rs.000s

Plant and machinery

Auto mach coner splicer 7,722 496 1,800 Rajab Enterprises
H. No.A-304, Sector |6, Block-9, PIA
Housing Society, Gulistan-e-Johar,
Basti Lal Khan, Tooba Road, Jhang

Office equipment,

furniture and fixtures

Various wooden furniture 648 242 313 Al-Mustageem Furnishers
Liaquatabad Furniture Market,
Karachi

Vacuum cleaners 673 163 |64 Mr. Bahadur Khan
Kabari Market, Shershah,
Karachi

Various wooden furniture 1,558 586 610 Ghaziani Furniture Mart
Liaquatabad Furniture Market,
Karachi

Electrical appliance 340 82 86 Masha Allah Communication
Electronic Market, Saddar,
Karachi

Computers 440 106 109 Pak Computer Accessories
Uni Tower; I. Chundrigar Road,
Karachi

Various wooden furniture 728 261 350 Popular Furniture
Garden Aga Khan Road,
Karachi

Various office, electrical &

furniture items 21,063 2,116 1,850 Insurance Claim

Vehicles

Toyota Corolla [,189 265 450 Mr. Abdul Fatah Bhutto
PO. Bangul Dero, Taluka Ratodero,
District Larkana

Toyota Estima 2,165 709 918 Mr. Anjum Anis Ansari
Phase No. 6, Khayaban-e-Badar, DHA,
Karachi

Honda City 845 188 601 Mr. Farhan Shahzad
House No. 4, Street No. C-42,
C Area, Malir Colony, Saudabad,
Karachi

Suzuki Baleno 699 100 125 Mr. Ghulam Hussain

Area Old Thana Village,
Tahsil & District Malir; Karachi
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Written down

Sale

Particulars Cost value proceeds Particulars of purchasers
Rs.000s
Vehicles (continued)
Toyota Corolla [,189 265 667 Mr. Gul Dad
House No. HK-579, KPT Building,
New Qadri, Karachi
Suzuki Alto 496 11 202 Mr. Irtaza Akbar Baloch
House No. B-12, Block-B,
Gulshan-e-Igbal, Karachi
Toyota Corolla [,189 265 718 Mr. Kher Mohammad
House No. 182/B, Rab Nawaz Wakeel
Railway Road Banno, Karachi
Suzuki Cultus 585 104 238 Mr.Mohammad Ameen Khan (Employee)
House No.9-C-1, |5 Commerical Street,
Phase II, DH.A., Extention, Karachi
Suzuki Alto & 1,945 1,247 1,746 Mr. Mohammad Arif
Toyota Corolla House No. B-30, Sector-1 |-C/ 1,
North Karachi, Karachi
Honda City 917 375 513 Mr. Mohammad Asif Gadit
House No. 55/1, 6th Commercial Street,
Phase-4, DH.A, Karachi
Suzuki Cultus 590 |64 427 Mr. Mohammad Faheem Khan
House No. 308, Street No. 5,
37/D Area, Landhi No. I, Malir; Karachi
Honda City 897 294 359 Mr. Mohammad Yasin (Employee)
House No.A-209, Saima Heaven,
Block # 4, Gulshan-e-Igbal, Karachi
Honda Civic 1,228 274 393 Mr. Mohinuddin
Office # 8, 3rd Floor, Gulshan Centers,
B-13, Block |3-C, Gulshan-e-Igbal,
Karachi
Suzuki Alto & 904 296 756 Mr. Muhammad Aamir
Suzuki Bolan House No.B-514, Sector-1 | E,
New Fatima Jinnah Colony, Karachi
Suzuki Alto & 1,086 216 776 Mr. Muhammad Arif
Suzuki Cultus House No.B-30, I I-C/1,
North Karachi, Karachi
Suzuki Cultus 610 250 366 Mr. Muhammad Asif Khan (Employee)
Flat No.A-24, Street No. 8/B,
Al-Haram Garden Appartment,
Gulshan-e-Igbal, Karachi
Suzuki Bolan 396 88 339 Mr. Muhammad Furgan

House No. G-935, Adamjee Road,
Karachi
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Particulars Cost

Written down

value
Rs.000s

Sale
proceeds

Particulars of purchasers

Vehicles (continued)

Suzuki Bolan 453

Suzuki Alto 496

Toyota Corolla 1,018

Toyota Corolla [,189

Suzuki Alto 496

Suzuki Alto 496

Suzuki Alto 496

Toyota Corolla 1,052

Honda Civic & 1,808

Suzuki Cultus

Daihatsu Coure 399

Suzuki Alto 513

Honda City 899

Suzuki Alto 496

101

286

265

88

138

354

517

57

210

250

367

402

408

727

331

407

176

950

1,403

262

465

450

325

Mr. Muhammad Hamid
House No. E- 106, Block-1,
Metro Well, S.|.T.E,, Karachi

Mr. Muhammad Haroon
Flat No. 23, Soni Appartment,
Ghulam Hussain Qasim Road, Karachi

Mr. Muhammad

House No.]M. 664, Block-2, Tapal
Ghar New Town, Fatima Jinnah Colony,
Jamshed Road, Karachi

Mr. Muhammad Sadiq
House No.G-935, Adamjee Road,
Quaidabad, Landhi, Karachi

Mr. Muhammad Shakeel
House No. B-14, Block-A,
Sindhi Muslim Society, Karachi

Mr. Muhammad Yameen
House No. 875/3, Block-3,
Federal B Area, Karachi

Mr. Muhammad Yagoob Diwan
House No.25-CA-401, Metro View,
New Town, Chandni Chowk, Karachi

Mr. Nisar Ahmed
House No. | 167, Block-9,
Federal ‘B’ Area, Karachi

Mr. Noman Hassan Khan
House No. A-908, Block- 12, Gulburg,
Ancholi, Federal “B” Area, Karachi

Mr. Rehan-ul-Haq
House No. B-473, B-Area,
Malir Colony, Karachi

Mr. Shahzad Zahoor
House No. 5-C-8/1 I, Paposh Nager,
Nazimabad, Karachi

Syed Irfan Ali Rizvi
House No. 644, Section G-10/1,
Mail Service Road, Islamabad

Syed Kabir Ahmed
House No. 102/6, Landhi No. |,
Sector-1-D, Karachi
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Written down Sale
Particulars Cost value proceeds Particulars of purchasers
Rs.000s

Vehicles (continued)

Honda Civic [,198 334 479 Mr. Zulfigar Al
House No. 364, Street No. 6,
Area 37-D, Landhi, Karachi

Nissan Sunny 226 127 35 Mr. Masood Malik
P.O. Box 85665 Sharjah, UAE.
Audi 2,408 602 1,011 Mr. Philp Hodson

63, Blackburn Road, Egerton,
Bolton, BL7 9ES

Various 6,222 4,340 6,068 Insurance Claim

Written down value 5592 1,301 2,618 Various
below Rs. 50,000 each

2011 75,559 18,566 31,760
2010 77,177 27,058 36,542
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13.2 Capital work-in-progress

2011 2010
Machinery and  Building ~ Other Total Machineryand Building Other Total
store items  construction assets store items construction assets
held for held for
capitalisation capitalisation
Rs. 000s
Cost as at July | 1,050 21,382 28,900 51,332 30,101 5,507 - 35,608
Capital expenditure
incurred during the year 921,488 77,281 27,220 1,025,989 407,035 91,545 45218 543,798
Transferred to property,
plant and equipment (897,939) (60,990) (8,743) (967,672) (436,086)  (75,670) (16,318)(528,074)
Transferred to
intangible assets - - (38,006) (38,006) - - - -
Cost as at June 30 24,599 37,673 9,371 71,643 1,050 21,382 28900 51,332
2011 2010
14 INTANGIBLE ASSETS Rs. 000s
Computer  Trade Total
Net carrying value as at June 30 Software Marks
Opening net book value (NBV) 16,349 4,904 21,253 33525
Additions (at cost) 38,006 465 38,471 5,898
Amortisation charge (15,725) (1,677)  (17,402) (18,170)
Closing net book value 38,630 3,692 42,322 21,253
Gross carrying value as at June 30
Cost 147,453 9,162 156,615 118,144
Accumulated amortisation (108,823) (5,470) (114,293) (96,891)
Net book value 38,630 3,692 42,322 21,253
Amortisation rate % per annum 20 10
2011 2010
Note Rs. 000s
Amortisation charge for the year has been allocated as follows:
Distribution cost 25 1,808 1,883
Administrative expenses 26 15,594 16,287
17,402 18,170

4.1 The cost is being amortised over a period of ten years. Remaining useful life range from one to nine years.
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15

2011 2010

Note Rs. 000s
LONG TERM LOANS AND ADVANCES - SECURED
Considered good
- Due from executives 152 5,845 2,968
- Due from non-executive employees 2,387 1,465
8,232 4433
Current portion of
- Due from executives (3,016) (1,668)
- Due from non-executive employees (975) 919)
19 (3,991) (2,587)
4,241 1,846

I5.1 Loans and advances have been given for the purchase of cars, scooters and household equipments and
housing assistance in accordance with the terms of employment and are repayable in monthly installments.
These loans are secured against cars, outstanding balance of provident fund, end of service dues and/or
guarantees of two employees.

Included in these are loans of Rs. I.I million (2010: Rs. 0.6 million) which carry no interest. The balance
amount carries interest ranging from 10.5% to 15%.

The maximum aggregate amount due from executives at the end of any month during the year was
Rs. 6.059 million (2010: Rs. 4.654 million).

2011 2010
Note Rs. 000s
15.2 Reconciliation of carrying amount of loans to executives
Balance at the beginning of the year 2,968 2416
Disbursement during the year 4,892 2,850
Transfer from non-executive to executive employees 851 521
Repayment during the year (2,866) (2,819)
Balance at the end of the year 5,845 2,968
STORES, SPARES AND LOOSETOOLS
Stores 296,415 250,954
Spares 452,058 256,428
Loose tools 3,021 2,880
751,494 510,262
Provision for slow moving/obsolete items 16.1 (45,144) (34,840)
706,350 475,422
16.1 Movement in provision for slow moving/obsolete items
Balance at beginning of the year 34,840 27,104
Charge for the year 10,304 7,736
Balance at end of the year 45,144 34,840

28 GulAhmed Annual Report 2011



STOCK-IN-TRADE
Raw materials

Stock-in-transit

Work-in-process
Finished goods

2011

Note
17.1 3,807,318
3,807,318
310,160
7.2 6,312,736
10,430,214

2010
Rs. 000s

1,532,769
84,994
1,617,763
167,278
3,206,770

4991811

17.1 Raw materials amounting to Rs. 589 million (2010: Nil) has been pledged with the banks.

17.2 Finished goods include stock of waste valuing Rs. 31.61 | million 2010: Rs. 35.748 million) determined

at net realizable value.

TRADE DEBTS
Export debts - secured
Local debts - unsecured
- Considered good

- Considered doubtful

Provision for doubtful trade debts

I8.1 Movement in provision for doubtful trade debts

Balance at beginning of the year
Charge for the year

Balance at end of the year

2011
Note

1,424,809

811,593
77,064

888,657
18.1 (77,064)

2,236,402

47,864
29,200

77,064

2010
Rs. 000s

1,253,922

1211634
47,864
259,498
(47,864)
2,465,556

28,832
19,032
47,864
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21

22

117

Note
LOANS AND ADVANCES
Considered good
Current portion of loans and advances to employees
- Executives 3,016
- Other employees 975
[5 3,991
Suppliers 120,288
Income tax - net of provision 20,477
Letters of credit 15,507
160,263
OTHER RECEIVABLES
Research and development claim 999
Duty drawback local taxes and levies 20,348
Duty drawback receivable 117,968
Mark-up rate subsidy 26,109
Others 20.1 47,122
212,546
20.1 Others
Receivable against sale of property 2.2 33,409
Others 13,713
47,22
TAX REFUNDS DUE FROM GOVERNMENT
Sales tax 51,727
Income tax -
51,727
CASH AND BANK BALANCES
Cash and cheques in hand 6,933
With banks in current accounts
- Local currency 70,303
- Foreign currency 9,402
22.1 79,705
86,638

2011

22.1 Bank balances include Rs. 31 million (2010: Rs. 61 million) with related party.
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2010
Rs. 000s

1,668
919
2,587
13,531

15,255
131,373

1915
57,499
58,861
75908
43753

237,936

33,409
10,344
43,753

61,611
5266
66,877

4,765

51974
100,449

152,423
157,188



23

24

SALES

Local

Export
Direct export
Indirect export

Duty

drawback

Brokerage and commission

23.1 Sales are exclusive of sales tax amounting to Rs. 57.164 million 2010: Rs. 16.284 million).

COST OF SALES
Opening stock of finished goods

Cost of goods manufactured

Purchases and processing charges

Closing stock of finished goods

24.1

242

Cost of goods manufactured

Raw materials consumed
Stores consumed

Staff cost

Fuel, power and water
Insurance

Repairs and maintenance
Depreciation

Other expenses

Cost of samples shown under distribution cost

Work-in-process
Opening
Closing

Raw materials consumed
Opening stock
Purchases during the year

Closing stock

2011 2010
Note Rs. 000s
23.1 8,296,560 8,948,698
16,593,322 10,768,589
650,489 -
17,243,811 10.768,589
132,123 209,480
(29,318) (41,430)
25,643,176 19,885,337
2011 2010
Note Rs. 000s
3,206,770 3,148,079
24.1 18,063,758 13,404,716
5,934,309 3,236,389
27,204,837 19,789,184
(6,312,736) (3.206,770)
20,892,101 16,582,414
242 10,733,599 7,297,486
2,518,573 1,974,823
26.1 2,126,625 1,781,950
1,488,592 1,265,330
75,076 51211
651,415 495,253
591,974 583,463
71,585 56,151
(50,799) (53,467)
18,206,640 13,452,200
167,278 119,794
(310,160) (167,278)
(142,882) (47,484)
18,063,758 13404716
1,532,769 673,07
13,008,148 8,157,184
(3.807,318) (1532,769)
10,733,599 7297486
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26

119

Note

DISTRIBUTION COST

Freight and shipment expenses

Staff cost 26.1
Insurance

Advertisement and publicity

Cost of samples transferred from cost of goods
manufactured

Rent, rates and taxes
Depreciation

Amortisation

Export development surcharge

Other expenses

ADMINISTRATIVE EXPENSES

Staff cost 26.1
Rent, rates and taxes

Repairs and maintenance

Vehicle up keep

Conveyance and traveling

Printing and stationery

Postage and telecommunication

Legal and consultancy fees

Depreciation

Amortisation

Auditors' remuneration 26.2
Donations 26.3
Insurance

Provision for doubtful trade debts

Provision for slow moving/obsolete items

Other expenses
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2011

178,749
257,719

3,878
302,847

50,799
195,929
45,412
1,808
41,757
25,064

1,103,962

342,039
25,620
48,925
68,721
73,636
42,424
52,107
57,126
74,351
15,594

2,844
3,486
13,836
29,200
10,304
51,084

911,297

2010
Rs. 000s

189,254
176,861

5,656
157,002

53,467
140,592
34,235
1,883
27,331
28,987
815268

282,594
44,675
37954
60,358
64,653
32902
45,207
52,082
63,584
16,287

3,348
2,241
9,995
19,031
7,736
50,400
793,047



26.1  Staff cost

- Salaries, wages
& benefits

Retirement benefits

- Gratuity
- Contribution to
provident fund

- Staff compensated
absences

26.2 Auditor's Remuneration
Audit fee

Half yearly review

Others

27 OTHER OPERATING EXPENSES
Workers' profit participation fund

Workers' welfare fund

28 OTHER OPERATING INCOME

Income from financial assets

Income from non - financial assets

Scrap sales

Cost of sales Distribution cost Administrative expenses Total
2011 2010 2011 2010 2011 2010 2011 2010
Rs. 000s
2,061,834 1722939 250,495 170988 327,475 269,166 2,639,804 2,163,093
8,444 7015 - - 1,017 864 9,461 7879
23,572 20,214 7,069 5572 11,684 8610 42,325 34,396
32,016 27,229 7,069 5572 12,701 9,474 51,786 42275
32,775 31,782 155 301 1,863 3,954 34,793 36,037
2,126,625 1,781,950 257,719 176861 342,039 282594 2,726,383 2,241,405
2011 2010
Rs. 000s
2,422 2952
30 30
Fee for consolidation of holding and subsidiaries 150 -
Review of statement of compliance with code of
corporate governance 50 -
Out of pocket expenses 62 199
130 167
2,844 3,348
26.3 None of the directors or their spouses have any interest in the donees.
82,570 38,036
31,377 14,454
Property, plant and equipment scrapped 2,657 1,363
116,604 53,853
Interest income from loan and advances 1,065 1,638
Profit on sale of property, plant and equipment - net 13,194 9,484
Unclaimed liabilities written back - 268
7,586 5,628
3,702 9,407

Others

25,547

26,425
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29

30

31

121

2011

FINANCE COST

Mark-up on long term financing 307,360
Mark-up on short term borrowings 709,935
Interest on workers' profit participation fund 2,854
Bank charges 64,011
Exchange loss 9,553

1,093,713

2010
Rs. 000s

305,756
564981
984
76418
1,120
959,259

29.1 Mark-up on long term financing/short term borrowings include Rs. 102 million (2010: Rs. 64 million)

in respect of long term financing/short term borrowings from related party.

2011
Note
PROVISION FOR TAXATION
Current
- for the year 267,652
- prior (15,252)
252,400
Deferred 90,471
30.1 342,871
30.1 Reconciliation between accounting profit and tax expense
Net profit for the year before taxation 1,551,046
Tax rate 35%
Tax on accounting profit 542,866
Tax surcharge levied 11,137
Tax on income of subsidiaries (3,105)
Tax on prior periods (15,252)
Tax effect of minimum tax / FTR (136,228)
Tax effect of temporary differences of subsidiaries 222
Others (56,769)
342871

2010
Rs. 000s

182,027
(5,347)
176,680
63,008
239,688

707921
35%
247772
1,134
(5347)
(28,697)
7.967
16,859
239688

30.2 Income tax assessments of the Group have been finalised upto to fiscal year 2009-10 (Tax year 2010).

2011
EARNINGS PER SHARE - basic and diluted -
Profit for the year 1,208,175
Weighted average number of shares 63,478,548
Earnings per share (Rs.) 19.03

There is no dilutive effect on the earnings per share of the Group.
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2010
Rs. 000s

468,233
63,478,548
7.38
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2011 2010

Note Rs. 000s
33 CASHAND CASH EQUIVALENTS
Cash and bank balances 22 86,638 157,188
Short term borrowings Il (9,818,355) (5,824,559)

O731717) (5667371

34 REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES

2011 2010
Chief  Directors Executives Total Chief Directors Executives Total
Executive Executive
Rs. 000s
Managerial remuneration 3,000 8,300 167,324 178,624 2,400 6,800 123,317 132517
House rent allowance 1,200 3,320 66,929 71,449 960 2,720 49,326 53,006
Other allowances 500 1,462 32,367 34,329 240 1,007 25686 26933
Contribution to provident fund 250 691 12,061 13,002 200 566 8913 9,679
4,950 13,773 278,681 297,404 3,800 11,093 207,242 222,135
Number of persons | 5 166 172 | 4 127 132

34.1 The Chief Executive, Directors and certain Executives are provided with free use of Company cars and are
covered under Company's Health Insurance Plan along with their dependents.

34.2 The Chief Executive and two Directors are also provided with free residential telephones.

34.3 Aggregate amount charged in the accounts for the year for meeting fee to seven Directors was Rs. 126
thousand (2010: four Directors - Rs. 6 thousand).

34.4 Executive means an employee other than the Chief Executive and Director; whose basic salary exceeds five
hundred thousand rupees in a financial year.

35 TRANSACTIONSWITH RELATED PARTIES

Related parties comprise subsidiaries, associated companies, companies where directors also hold directorship,
directors of the Group and key management personnel. The Group in the normal course of business carried out
transactions with various related parties.

2011 2010

Relationship with Nature of Transactions Rs. 000s

the Company

Associated companies Purchase of goods 31,943 22,423

and other related parties Sale of goods 747 334
Rent paid 4,530 4,530
Fees paid 750 750
Commission/bank charges rebate - 3,329
Deposit with bank (at year end) 30,620 61,119
Borrowing from bank (at year end) 1,018,933 470,185
Bank guarantee (at year end) 203,472 106,508
Bills discounted 862,903 1,433,250
Commission/bank charges paid 26,113 33904
Mark-up/interest charged 101,850 64,199
Provident fund contribution 42,238 34,483
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36

37

There are no transactions with directors of the Group and key management personnel other than under the terms
of employment. Loan and remuneration of the key management personnel are disclosed in notes |5 and 34

respectively.

Related parties status of outstanding receivables and payables as at June 30,201 | are included in respective notes

to the finandial statements.

CAPACITY AND PRODUCTION

2011 2010
(000s) (000s)
Unit Capacity Production Working Capacity ~ Production
Cloth Sq. meters 124,136 85,067 3 shifts 121,436 84,980
(50 Picks converted)
Yarn Kgs. 48,227 38,716 3 shifts 48,227 41,988

(20 Counts converted)
Production is lower due to variation in production mix and various technical factors.
FINANCIAL INSTRUMENTS

37.1 Financial risk management objectives

The Group's activities expose it to a variety of financial risks: market risk ( including foreign exchange risk,
price and interest rate risk), credit risk and liquidity risk. The Group's overall risk management
programme focuses on the unpredictability of financial markets and seek to minimize potential adverse

effects on the Group's financial performance.

Risk management is carried out under policies and principles approved by the management. All treasury

related transactions are carried out within the parameters of these policies and principles.

37.1.1 Market risk

Market risk refers to fluctuation in value of financial instruments as a result of changes in market prices.

The Group manages market risk as follows:

a.  Foreign exchange risk management

Foreign exchange risk represents the risk that the fair value of future cash flows of a financial instrument
will fluctuate because of changes in foreign exchange rates. Foreign exchange risk arises mainly from
future economic transactions or receivables and payables that exist due to transaction in foreign

exchange.

Exposure to foreign currency risk

The Group is exposed to foreign exchange risk arising from currency value fluctuations due to the

following:

_2011 2010

USD 000s

Trade debts 16,542 16,611
Cash and bank 6 1,175
Borrowings from financial institutions (37,262) (22,485)
Trade and other payables (7,465) (3,045)
Net exposure (28,069) (7,744)
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Foreign currency commitments outstanding at year end are as follows:

2011 2010
Rs. 000s
EURO 253,622 121,951
ush 377,523 675,957
JPY 3,369 12,240
CHF 6,559 2,503
641,073 812,651

The following significant exchange rates were applied during the year.

2011 2010
Rupee per USD
Average rate 85.46 84.62
Reporting date rate 85.70 / 85.90 85.40 / 85.60

Foreign currency sensitivity analysis

A 10 percent strengthening of the PKR against the USD at June 30,201 | would have decreased equity
and profit or loss by the amounts shown below. This analysis assumes that all other variable, in particular
interest rates, remain constant. The analysis is performed on the same basis for June 30,2010.

2011 2010

Rs. 000s
Profit and loss account 241,113 66,289

A 10 percent weakening of the PKR against the USD at June 30, 201 | would have had the equal
but opposite effect on USD to the amounts shown above, on the basis that all other variables
remain constant.

b. Price risk

Price risk represents the risk that the fair value of future cash flows of a financial instrument will
fluctuate because of changes in market prices (other than those arising from interest or currency
rate risk), whether those changes are caused by factors specified to the individual financial instrument
or its issuer, or factors affecting all similar financial instruments traded in the market. The Group is
not exposed to equity price risk since there are no investments in equity securities.

c. Interest/markup rate risk management

Interest rate risk is the risk that the value of financial instruments will fluctuate due to change in
the interest/markup rates. The Group has long term finance and short term borrowings at fixed
and variable rates. The Group is exposed to interest/markup rate risk on long and short term
financing and these are covered by holding "Prepayment Option" and "Rollover Option". Interest
rate risk on short term borrowings is covered by holding "Prepayment Option" which can be
exercised upon any adverse movement in the underlying interest rates.

Financial assets include balances of Rs. 7 million (2010: Rs. 4 million) which are subject to interest
rate risk. Financial liabilities include balances of Rs. 12,734 million (2010: Rs. 9,224 million) which are
subject to interest rate risk. Applicable interest rates for financial assets and liabilities are given in
respective notes.
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FINANCIAL ASSETS AND LIABILITIES

Financial assets

Loans and receivables
Long term deposits

Trade debts

Loans and advances

Other receivables

Cash and bank balances

Financial liabilities
At amortised cost
Long term loans

At fair value through
profit and loss account

Short term borrowings
Trade and other payables
Accrued interest

Off balance sheet items
Financial commitments

Guarantees
Bills discounted
Commitments

Fair value sensitivity analysis for fixed rate instruments

Interest/mark-up bearing Non interest/mark-up bearing
Maturity | Maturity Sub Maturity | Maturity Sub 2011 2010
upto one | after one | total upto one | after one | total Total Total
year year year year
Rs. 000s
- - - - 33,057 33057 33,057 32332
- - - 2,180,173 56229 2236402 2,236,402 2465556
3,586 3,524 7,110 405 717 1,122 8,232 4433
- - - 212,546 - 212546 = 212,546 237,936
- - - 86,638 - 86,638 86,638 157,188
3,586 3,524 7,110 2479762 90,003 2,569,765 2,576,875 2,897,445
632,044 2,198,591 2,830,635 - - - 2,830,635 2,899,513
9,818,355 - 9818355 - - - 9,818,355 5,824,559
85,424 - 85424 2,465,247 - 2,465,247 2,550,671 1,883,152
- - - 216,798 - 216,798 216,798 156,589
10,535,823 2,198,591 12,734,414 2,682,045 - 2,682,045 15416459 10,763,813
- - - 257,061 - 257,061 = 257,061 146,082
- - - 1,306,092 - 1,306,092 1,306,092 1,156,147
- - - 920,854 - 920,854 920,854 856,146
- - - 2,484,007 - 2,484,007 2,484,007 2,158,375
.Therefore,

The Group does not account for any fixed rate financial assets and liabilities at fair value through profit or loss
a change in interest rate at the balance sheet would not effect profit or loss of the Group.

Cash flow sensitivity analysis for variable rate instruments

At June 30, 2011, if interest rates on long term financing had been 1% higher / lower with all other variables held
constant, post tax loss for the year would have been Rs. || million (2010: Rs. 14 million) higher / lower, mainly as a
result of higher / lower interest expense on floating rate borrowings.

At June 30,201 I, if interest rates on short term borrowings had been 19% higher / lower with all other variables held
constant, post tax loss for the year would have been Rs. 94 million (2010: Rs. 72 million) higher / lower, mainly as a
result of higher / lower interest expense on floating rate borrowings.
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37.1.2

37.1.2.1
37.1.2.2
37.1.2.3
37.1.2.4

Credit risk

Credit risk represents the accounting loss that would be recognized at the reporting date if counter
parties failed to perform as contracted. The Group manages credit risk interalia by setting out credit
limits in relation to individual customers and / or by obtaining advance against sales and / or through
letter of credits and / or by providing for doubtful debts. Also the Group does not have significant
exposure in relation to individual customer. Consequently, the Group believes that it is not exposed
to any major concentration of credit risk.

The Group is exposed to credit risk from its operating and certain investing activities and the Group's
credit risk exposures are categorised under the following headings:

Trade debts

Trade debts are essentially due from local and foreign companies and the Group does not expect
that these companies will fail to meet their obligations.

The Group established an allowance for the doubtful trade debts that represent its estimate of
incurred losses in respect of trade debts. This allowance is based on the management assessment
of a specific loss component that relates to individually significant exposures.

Bank balances

The Group limits its exposure to credit risk by investing in liquid securities and maintaining bank
accounts only with counterparties that have stable credit rating. Given these high credit ratings,
management does not expect that any counter party will fail to meet their obligations.

The bank balances along with credit ratings are tabulated below:

2011 2010

Rs. 000s
Al+ 55,686 149,660
Al 23,986 2,736
A2 33 27
79,705 152,423

Exposure to credit risk

The carrying amount of financial assets represents the maximum credit exposure. The maximum
exposure to credit risk at the reporting date was:

2011 2010
Rs. 000s

Long term loans and advances 4,241 1,846
Long term deposit 33,057 32,332
Trade debts 2,236,402 2,465,556
Loans and advances 3,991 2,587
Other receivables 47,122 43,753
Bank balances 79,705 152,423
2,404,518 2,698,497

Financial assets that are either past due or impaired

The credit quality of financial assets that are either past due or impaired can be assessed by
reference to historical information and external ratings or to historical information about counter
party default rates.
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a. Longterm loans

The Group obtains guarantees by two employees against each disbursement made on account
of loans and these can be assessed by reference to note no. 15. The carrying amount of
guarantees are up to the extent of loans outstanding as at the date of default. Furthermore
the guarantor will pay the outstanding amount if the counter party will not meet their obligation.
In addition these loans are secured against outstanding balance of provident fund and end of
service dues of the relevant employee.

The Group believes that no impairment allowance is necessary in respect of loans that are
past due, the Group is actively pursuing for the recovery of the debt and the Group does not
expect these employees will fail to meet their obligations.

b.  Trade debts

The movement in allowance for impairment in respect of trade debts during the vear can be
assessed by reference to note no.18.

The Group believes that no impairment allowance is necessary in respect of trade debts past
due other than the amount provided. Trade debts are essentially due from local and foreign
companies. The Group is actively pursuing for the recovery of the debt and the Group does not
expect these companies will fail to meet their obligations. Ageing of trade debts is as follows:

2011 2010
Rs. 000s
| to 6 months 2,153,503 2,308,348
6 months to | year 26,670 69,448
| year to 3 years 56,229 87,760

2,236,402 2,465,556

Export debts are secured under irrevocable letter of credit, document acceptance, cash against
documents and other acceptable banking instruments.

c. Other receivables

The Group believes that no impairment allowance is necessary in respect of receivables that
are past due, the Group is actively pursuing for the recovery and the Group does not expect
that the recovery will be made soon and can be assessed by reference to note no. 20.

37.1.3 Liquidity risk

37.2

37.3

Liquidity risk represent the risk where the Group will encounter difficulty in meeting obligations
associated with financial liabilities.

The Group manages liquidity risk by maintaining sufficient cash and ensuring the fund availability
through adequate credit facilities. At June 30, 201 |, the Group has Rs. 12,041 million (2010: Rs. 9,367
million) available borrowing limit from financial institutions. Unutilized borrowing facilities of Rs. 2,223
million (2010: Rs. 3,082 million) and also has Rs. 80 million (2010: Rs.152 million) being balances at
banks. Based on the above, management believes the liquidity risk is insignificant.

Fair value of financial instruments

Fair value is an amount for which an asset could be exchanged, or a liability settled, between
knowledgeable willing parties in an arm's length transaction. Consequently, differences may arise
between the carrying values and the fair value estimates.

The carrying values of all the financial assets and liabilities reflected in the financial statements
approximate their fair values except those which are described in respective notes.

Capital risk management

The primary objectives of the Group when managing capital are to safeguard the Group's ability to
continue as a going concern in order to provide returns for shareholders and benefits for other
stakeholders and to maintain an optimal capital structure.
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The Group manages its capital structure and makes adjustment to it, in light of changes in economic
conditions. To maintain or adjust the capital structure, the Group may adjust the dividend payment
to shareholders or issue new shares.

During 2011 the Group's strategy was to maintain leveraged gearing The gearing ratios as at June
30,2011 and 2010 were as follows:

2011 2010
Rs. 000s
Total borrowings 12,648,990 8,724,072
Cash and bank (86,638) (157,188)
Net debt 12,562,352 8,566,884
Total equity 4,846,332 3,710,028
Total equity and debt 17,408,684 12276912
Gearing ratio (%) 71 70

The Group finances its operations through equity, borrowings and management of working capital
with a view to maintain an appropriate mix amongst various sources of finance to minimize risk.

38 EVENTSAFTER THE BALANCE SHEET DATE
The Board of Directors in their meeting held on October 01, 201 | have proposed to issue bonus shares in
the ratio of one share for every one share held (2010: Nil) i.e. 100% bonus shares. They have also decided to
transfer from capital reserve Rs. 450 million and Rs. 184 million from un-appropriated profit to reserve for issue
of bonus shares. In addition, the Board of Directors have approved transfer to revenue reserve from un-
appropriated profit of Rs. 1,000 million (2010: Rs. 400 million) subject to the approval of members at Annual
General Meeting to be held on October 31,201 1.
39 DETAIL OF SUBSIDIARIES
Accounting Percentage Country of
year end of holding incorporation
Gul Ahmed International Limited (FZC) June 30,2011 100% UAE.
GTM (Europe) Limited June 30,2011 100% UK.
40 DATE OF AUTHORIZATION
These financial statements were authorized for issue on October 01,201 | by the Board of Directors of the
Parent Company.
41  CORRESPONDING FIGURES
For better presentation, reclassification made in the financial statements is as follows:
Reclassification from component Reclassification to component Amount
Rs. 000s
Administrative expenses Distribution cost
Depreciation Depreciation 15,208
42  GENERAL
Figures have been rounded off to the nearest thousand rupees.
BASHIR ALl MOHOMMAD ZAIN BASHIR
Chairman and Chief Executive Director
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FORM OF PROXY

I/We

of

being a member of Gul Ahmed Textile Mills Limited and holder of

Ordinary Shares hereby appoint

of

or failing him/her

of

another member of the Company,

as my/our proxy in my/our absence to attend and vote for me/us and on my/our behalf at the 59th ANNUAL GENERAL
MEETING of the Company to be held on October 31,201 | or at any adjournment thereof.

D) Witness Signed by me this day of 2011
Name
Address Signed
CNIC No.

Affix Revenue
Stamp Rs.5.00

2) Witness
Name
Address Folio No./CDC Account No.

CNIC No.

Notes:

l. 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 than 48 hours before the
meeting.

2. Proxies granted by shareholders who have deposited their shares into Central Depository Company of Pakistan
Limited must be accompanied with attested copies of the Computerized National Identity Card (CNIC) 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 corporate entity its common seal should be affixed to the proxy.

5. In case of CDC Account Holders, attested copies of CNIC or the Passport of the beneficial owners and the

proxy shall be furnished with the proxy form.




a2 Guldhmed

Textile Mills Limited, Karachi

Plot No. 82, Main Nafional Highway,
Landhi, Karachi-75120, Pakistan.
UAN: (+592-21) 111-4B4-484
finance@gulohmed.com

www.gulahmed.com



