AL-ABID
SILK MILLS LIMITED

44th ANNUAL REPORT
2012




AL-ABID SILK MILLS LIMITED

44th ANNUAL REPORT
FOR THE YEAR ENDED JUNE 30, 2012

CONTENTS

Company Information

Notice of Annual General Meeting

Report to the Sharcholders

Statement of Compliance with the Code of Corporate Governance

Review Report to the Members on Statement of Compliance with
best practices of Code of Corporate Governance

Auditors’ Report to the Members
Balance Sheet

Profit & Loss Account

Cash Flow Statement

Statement of Changes in Fquity
Notes to the Financial Statements
Key Operating and Financial Data
Pattern of Sharcholding

Proxy Form

Annual Report 2012

PAGE NO.

2

14

16

17

18

19



AL-ABID SILK MILLS LIMITED

COMPANY INFORMATION
BOARD OF DIRECTORS Mr. Naseem A. Sattar Chairman & Chief Fxecutive
Mr. Azim Ahmed Dircctor
Mr. S.M. Jawed Azam Direclor
Mst. Adia Naseem Director
Mrs. Sadaf Nadaem Director
Mrs. Reena Azim Director
Mrs. Asra Amir Dircctor

Syed Raza Abbas Jallan Nominee Direclor (N.I.T.)

SECRETARY Mr. Muhammad Kashil

AUDIT COMMITTEE Mr. Naseem A. Sattar Chairman
Mr. S.M. Jawed Azam Mecmber
Msl. Adia Naseem Membher

AUDITORS Munitt Ziauddin Junaidy & Co.

Chartcred Accountants

REGISTRARS (a) Adam Patsl & Campany
34/2-F, Block-5, Clittun, Karachi.

(b) Jwalls Regislrar Services (Pvl) LId.
505, 5th Floor, Kashif Centre,
Near Hotal Mahran,
Main Shahrah-e-Faisal, Karachi.

BANKERS Allied Bank Limited
Bank Islami Pakistan Limited
Faysal Bank | imited
Habib Bank Limited
Habib Melropolilan Bank Limiled
JS Bank Limited
Maezan Bank Limitad
National Bank of Pakistan
Pak Oman Investment Company Limited
Pak Kuwail Invesimenl Caompany (Privale) Limiled
PAIR Investment Campany Limited
Standard Chartared Bank (Pakistan) Limited
Summil Bank Limiled
The Bank of Punjab
United Bank Limited

REGISTERED OFFICE A-39, S.I.T.E., Manghaopir Road, Karachi.

MILLS A-39,
A-51 /B,
A-31 /A,
D-14/ C-1,
A-29 /B,
S.I.I.E., Karachi,

Annual Report 2012




AL-ABID SILK MILLS LIMITED

NOTICE OF ANNUALGENERAL MEETING

Notice is hereby given that the 44th Annual General meeting of the Shareholders of the Company will be held
at the Auditorium of the Institute of Chartered Accountants of Pakistan. G-31/8, Kehkashan, Clifton, Karachi
on Thursday, October 30, 2012 at 07:00 p.m. to transact the following business:

1.

2.

4.

Ta confirm the Minutes of the 43rd Annual General Meeting of the Company held an 27th October, 2011.

Ta receive, cansider and adopt the annual audited accounts of the Company together with the Directors’
and Auditors’ Report thereon for the year ended June 30, 2012.

To appeint statutory Auditors for the year 2012-2013 and fix their remuneration. The present auditors M/s.
Muniff Ziauddin Junaidy & Company, Chartered Accountants. have offered themselves for re-appaintment
as Auditors of the Company.

Ta consider any other business with the permission of the Chair.

SPECIAL BUSINESS:

5.

i)

To approve payment of remuneration and provision of certain facilities to the Chief Executive and the
Directar of the Company.

STATEMENT UNDER SECTION 160(1)(b) OF THE COMPANIES ORDINANCE, 1984 REGARDING THE
SPECIAL BUSINESS:

The Shareholders approval is sought for the payment of remuneration and provision of certain facilities
to the Chief Executive and the Director of the Company.

Far the purpose it is proposed that the following resolution be passed with or without modification by the
Shareholders as an Crdinary Resolution.

"RESOLVED THAT the Company hereby approves and authorizes payment of annual remuneration for
the period January 2013 to December 2013 to Mr. Naseem A. Sattar — Chief Executive. a sum not
exceeding Rs. 10.500,000/- and Mr. Azim Ahmed — Director, a sum nat exceeding Rs. 5,400.000/-. In
addition to above the Company also approves payment of the following perquisites to them.

Company Maintained Car

Estimated expenses for fuel and repair etc.

Chief Executive Rs. 800.000/- p.a .(approx.)
Director Mr. Azim Ahmed Rs. 600.000/- p.a. (approx.)
Residential Telephone facilities for personal and official use.

Chief Executive Actual or maximum Rs.300,000/-p.a.
Director Mr. Azim Ahmed Actual or maximum Rs. 75,000/-p.a.

Air Travelling for Self and Dependents once in a year

Chief Executive Rs.1,200,000/-p.a.
Director Mr. Azim Ahmed Rs. 1,000,000/-p.a

BY ORDER OF THE BOARD

(MUHAMMAD KASHIF)

Karachi: October 5, 2012 Company Secretary
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NOTES:

1.

iii)

V)

v)

Annual Report 2012

The Share Transer Books of the Company will remain closed from QOctober 20, 2012 to October 30, 2012
(both days inclusive).

A member entitled to attend and vote at this meeting may appoint anocther member as his/her proxy to
attend and vote instead of him/her. Proxies, in order to be sffective, must be received at the Registered
Office of the Company not less than 48 hours before the time of meeting.

Members are requested to promptly notify the Company of any change in their address.
CDC Account Holders will further have to follow the under mentioned guidelines as laid down in
circular 1 dated January 26, 2000 issued by the Securities and Exchange Commission of Pakistan.

For Attending the Meeting:

In case of individuals, the account holder or sub-account holder and/or the persons whose securities are
in group account and their registration details are uploaded as per the Regulations, shall authenticate
his identity by showing his original Computerized Naticnal Identity Card (CNIC) or, original passport at
the time of attending the mesting.

In case of corporate entity, the Board of Directors’ resolution/power of attorney with specimen signature
of the nominee shall be produced (unless it has been provided earlier) at the time of the Mesting.

For Appointing Proxies

In case of individuals, the account holder or sub-account holder and/or the person whose securities are
in group account and their registration details are uploaded as per the Regulations, shall submit the proxy
form as per the above requirement.

The proxy form shall be witnessed by two persons whose names, addresses and CNIC numbers shall
be mentioned on the form.

Altested copies of CNIC or the passport of the beneficial owners and the proxy shall be furnished with
the proxy form.

The proxy shall produce his original CNIC or original passport at the time of the Meeting.

In case of corporate entity, the Board of Directors’ resolution/power of attorney with specimen signature
shall be submitted (unless it has been provided earlier) along with proxy form to the Company.




AL-ABID SILK MILLS LIMITED

REPORT TO THE SHAREHOLDERS

The Board of Directors hereby presents the forty fourth Annual Report and the Audited Financial Statements
of the Company for the year ended June 30, 2012.

During the financial year under review, the textile industry of Pakistan in general and home textiles in particular
witnessed tremendous dismal and miserable performance owing to multifarious issues, hoth nationally and
internationally. Tough business competitions, global economic meltdown, continuing Eurozone crises, depressed
market conditions existing in the US and European markets and slow consumer demands has significantly
deteriorated the home textile export of the country. Likewise. on the other end, the prevailing energy crises
such as continuous announced and unannounced gas load-shading coupled with unprecedented increase in
gas and energy tariffs, sky-rocketing price of inputs, worsening law and order condition and lack of government
support forced many textile units either to close down or shift their business to neighboring countries where
cost and conditions of doing business are comparatively much better.

During the year, the company registered total sales of Rs. 7.56 billion as compared to Rs. 10.48 billion during
the last financial year. Accordingly the company incurred heavy losses of Rs. 4.73 billion as against net profit
of Rs. 77.791 million in the preceding financial year. The loss of current year includes Rs. 2.28 billion as trading
loss caused due 1o significantly low turnover and underutilization of the capacity and due o the factors explained
in the preceding paragraph. Whereas the big loss of Rs. 2.46 billion represents on account of inventory deficit
arose due to the revaluation of the stocks in trade carried out by the company s appointed independent PBA
approved appraiser. The said inventory 105s was determined by valuing the stock at the current market value
and also taken into accaunt of stock of goods whose export orders were got cancelled by the customers due
to various reasons.

Dividend

Considering the aforesaid adverse results during the year, the cash flow of our company does not permit any
dividend payout. Therefore, the Board of Directors does not recommend dividend for the year ended June 30,
2012,

Auditor’'s observation on going concern assumption

The heavy losses of the company led o erpsion of equity and depletion of working capital which has resulted
in liquidity crises. As a consequence, the company has remained unable to meet its obligations with the banks
and other creditors.

In order to turn around the current state of affairs of the company, the management has devised detailed
strategy as described below:

Rescheduling of credit facilities: The management has requested the banks to reschedule its credit facilities
for a longer pericd (2 years grace plus 8 years for repayment) and has also sought for additional financing to
meet immediate working capital requirements. |n this connection, a detailed financial plan has already been
submitted to the group of banks. In principle, the banks have shown their inclination to reschedule our credit
facilities and provide additional working capital. In this connection, a series of meeting have since been held
and the matter is being perused very aggressively with the banks who are actively working on it. Accordingly,
the said rescheduling of credit facilities with fresh financing is expected to be finalized soon on the mutually
agreed terms and conditions.

Diversification in local market: Our Company is still pioneer, prominent and quality conscious in the industry
with regard to our product and services due to our having specialized machinenies like reactive printing, disperse
vat dyeing, coating and flocking etc coupled with highly trained and experienced human capital. In order to
maximize utilization of production capacity, the company has started fabric processing for local customers who
do not have their own effective facilities. The management has also decided to maintain reasonable ratio
between the export and local business as there is a sufficient space available in the local market as it provides
us reasonable contribution margins to partly cover our overheads.
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Exploring new export customers and markets: In order to achieve sufficient export orders, our marketing
team is aggressively working on a strategy so devised on exploring new international customers and additional
business from our established customers as well.

Considering the sizablc orders in hand, the dedicated and more organized cfforts arc underway by all concerned
in obtaining additional export arders and local market processing business so as to have desired level of
turnover of the company to cover all our overheads and meet our commitments with creditors including banks.

Cost cutting measures and internal restructuring: Bearing in mind the current level of production and
turnover, the management has also undertaken adequate steps towards the reduction of fixed cost and expenses
which are at the various stages of implementation. Such steps include, but not limited to, rightsizing the men
hour, resource conservation, close monitoring of other fixed cost etc., thus improving the efficiency. The
management is certain to generate sufficient savings as a consequence of adapting all such measures.

The management is also confident that eventually with all such effective measures adopted, it will succeed in
all its endeavors enabling the company to steer out from the present financial crises and to continue as a going
concern.

At the same time, the revaluation of fixed assets of the company as carried out by the independent PBA
approved appraiser, valued the fixed assets at Rs. 5.80 billion as against Rs. 2.05 billion as at June 30, 2011,
thus showing an increase in fixed assets by Rs. 3.75 billion.

FUTURE OUTLOOK

Business conditions are likely to remain difficult and uncertain for processing units, like ours, in time to come.
Despite having multiple challenges being faced in textile industry, the company is making its sincere endeavor
to triumph over the acute financial crises by optimum utilization of plant capacity, rationalize production volume
for exports and local, cost reductions measures, exploring new international markets and customers for exports
etc. We helieve that successful completion of rescheduling process and obtaining fresh working capital from

the banks coupled wilh lhe remedies already underlaken would evenlually improve Lhe overall operalional
results of the company.

CORPORATE AND FINANCIAL REPORTING FRAMEWORK
The Directors declare that:

+ The financial statements prepared by the management of Al-Abid Silk Mills Limited present fairly its state
of affairs, the result of its operations, cash flows and changes in equity.

= Praper books of account of Al-Abid Silk Mills Limited have been maintained.

= Appropriate accounting policies have heen cansistently applied in preparation of financial statements and
accounling eslimales are based on reasonahle and prudenl judgment.

* International Financial Reporting Standards, as applicable in Pakistan, have been followed in preparation
of Financial Statements.

= The Board is responsible far the Company’s system of internal control and reviewing its effectiveness. The
Board considers that the Company’s system of internal control is sound and has been effectively implemented
and monitored.

- 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.

«  Key opcerating and financial data for last six ycars in summarized form is also enclosed in the annual report.
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NUMBER OF BOARD MEETINGS HELD DURING THE YEAR AND ATTENDANCE OF EACH DIRECTOR
During the ycar five board mectings were held, Each dircctor has attcnded mectings as follows:
Name of Director No. of meetings attended

Mr. Naseem A. Sattar

Mr. Azim Ahmed

Mrs. Zarina Nasccm *

Mst. Adia Naseem

Mrs. Sadaf Nadeem

Mrs. Reena Azim

Mrs. Asra Amir

Syed Raza Abbas Jaffari (Nominee Director of NIT)

wWwhabhonnhoaom

*Mrs. Zarina Naseem resigned from the hoard w.e.f. August 17, 2012 and Mr. S.M. Jawed Azam appointed
on September 25, 2012 to the board to fill the casual vacancy created with her resignation.

AUDIT COMMITTEE
Size and Composition:

For the financial year ended June 30, 2012, the audit committee comprised the following three directars,
two of whom arc nen-cxccutive dircctors:

Mr. Naseem A. Sattar Chairman
Mrs. Zarina Nascem* Mcmber
Mst. Adia Naseem Member

*Mrs. Zarina Nascem rosigned from the board w.c.f. August 17, 2012 and Mr. S.M. Jawcd Azam appointcd
as Member of Audit Committee on September 25, 2012.

INTERNAL AUDIT FUNCTION:

The Board Audit Committee is assisted by the Internal Audit Function in maintaining a sound system of
intcrnal controls and best practices.

The Internal Audit Function reviews internal controls in all key activities of the company. It acts as a service
to the busincss by assisting with continuous improvement of controls and proccdurcs. Actions arc agrecd
in response to its recommendation and these are followed up to ensure that satisfactory controls are
maintained.

Quarterly reviews are also conducted between internal audit management and senior management of the
business and major functions to assess their current control status to identify and address any areas of
concerr.

The Board is responsible for effectiveness of the company's system of internal contral. The internal control
systems arc designed to meet company’s requirement to avoid the risk to which it may be cxposcd.

There is no restriction placed upon the scope of the internal audit function. The members of the internal
audit function arc authorized to have full, frec and unrestrictcd access to all departments, their personncl,
records and information (in what ever form) and physical property. Documentation and information provided
are subject to the appropriate levels of security and confidentiality.
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AUDITORS:

M/s Muniff Ziauddin Junaidy & Co., Chartcred Accountants have retired and being, offered themscelves for
reappointment. As required by the Code of Corporate Governance and hased on the recommendation of
the Audit Committee the board of Directors has recommended the appointment of the Muniff Ziauddin
Junaidy & Co., Chartcrecd Accountants for the vear ending June 30, 2013,

PATTERN OF SHAREHOLDING:

The Pattern of Shareholding and additional information regarding pattern of shareholding is attached to the
financial statements included in this report.

EARNINGS PER SHARE:

Bascd on the net loss for the current year the basic (loss) / camings per sharc is Rs. (352.95) (2011; Rs.6.79)
ACKNOWLEDGMENT:

Towards the end, your Directors appreciate the services rendered by its workers, staff and executives of
the company and look forward to their continued hard wark with full dedication. We also acknowledge with

thanks the coopceration extended by our banks, creditors and financial institutions. At the samce time we
thank all our well wishers and valued shareholders faor their reposing confidence in us.

Thanks to all of you.

For and on behalf of the Board of Directors

(NASEEM A. SATTAR)

October §, 2012 Chaimnan & Chief Executive
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AL-ABID SILK MILLS LIMITED

STATEMENT OF COMPLIANCE WITH THE CODE OF CORPORATE GOVERNANCE

This statement is heing presented to comply with the Code of Corporate Governance (CCG) contained in
Regulation No. 35 of listing regulations of Karachi Stock Exchange (Guarantee) Limited for the purpose of
establishing a framework of good governance, wherehy a listed company is managed in compliance with the
best practices of carporate governance.

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

1. The Company encourages representation of independent non-executive directors and directors representing
minority interests on its Board of Directors. At present the Board includes five non-executive directors
and one independent director representing institutions of sharehaolders.

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

3. Al 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 Development Finance Institution (DFI) or a Non-Banking
Finance Institution (NBFI) or, heing a member of a stock exchange, has been declared as a defaulter
by that stock exchange.

4. No casual vacancy has occurred during the period under review.

5. The Company has prepared a '‘Statement of Ethics and Business Practices' and has ensured that
appropriate steps have been taken to disseminate it throughout the Company along with its supporting
policy and procedures.

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 heen duly exercised and decisions on material transactions, including
appaintment and determination of remuneration and terms and conditions of employment of the CEO,
other executive and non-executive directors, have heen taken hy the Board/Shareholders.

8. The meetings of the Board were presided over by the Chairman and, in his absence, hy 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. Except three directors, all meet the criteria of exemption under clause (xi) of CCG and is accordingly
exempted from directors' training program. The Board will arrange arientation course during the ensuing
years to apprise them of their duties and responsibilities.

10. The Board had approved appointment of CFO, Company Secretary and Head of Internal Audit, including
their remuneration and terms and conditions of employment.

11. The directors’ report for this year has been prepared in compliance with the requirements of the CCG
and fully describes the salient matters required to be disclaosed.
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12. The financial statements of the Company were duly endorsed by CEO and CFO before approval of the
Board.

13. The directors, CEO and executives do not hald any interest in the shares of the Company other than that
disclosed in the pattern of shareholding.

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

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

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

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

18. 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 (ICAP),
that they or any of the partners of the firm, their spouses and minor children do not hold shares of the
Company and that the firm and all its partners are in compliance with International Federation of
Accountants (IFAC) guidelines on code of ethics as adopted by ICAP.

19. 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 'closed period', prior to the announcement of interim/final results, and business decisions, which
may materially affect the market price of Company's securities, was determined and intimated to directors,
employees and stock exchange.

21. Material/price sensitive information has been disseminated among all market participants at once through
stock exchange.

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

On behalf of the Board of Directors
_ Mr. Naseem A. Sattar
Karachi: October 05, 2012 Chief Executive
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AL-ABID SILK MILLS LIMITED

REVIEW REPORT TO THE MEMBERS ON STATEMENT OF
COMPLIANCE WITH BEST PRACTICES OF CODE
OF CORPORATE GOVERNANCE

We have reviewed the Statement of Compliance with the best practices contained in the Code of Corporate Governance
(the Code) for the year ended June 30, 2012. prepared by the Board of Directors of Al-Abid Silk Mills Limited to
comply with the Listing Regulations of the Karachi and Lahore Stock Exchanges where the Company is listed.

The responsibility for compliance with the Code of Corporate Govemance is that of the Board of Directors of the
Company. Our responsibilily is lo review, lo lhe exlenl where such compliance can be objeclively verified, whelher
Lhe Slalemenl of Compliance rellecls lhe slalus ol lhe Campany’s compliance wilh Lhe provisions of lhe Cade of
Corporate Governance and repottif it does not. A review is limited primarily to inquiries of the Company’s personnel
and review of various documents prepared by the Company to comply with the Code.

As part of our audit of the financial statements we are required to obtain an understanding of the accounting and the
internal control systems sufficient to plan the audit and develop an effective audit approach. We are not required to
consider whether the Board's statement on internal control covers all the risks and controls, or to form an opinion on
the effectiveness of such internal controls, the Company’s corporate governance procsdures and risks.

Further, Listing Regulations of the Karachi and Lahore Stock Exchanges, require the Company to place before the
Board of Directors for their consideration and approval the related party transactions distinguishing between transactions
carried out on terms equivalent to those that prevail in arm's length transactions and those which are not executed
al arm’s lenglh price and recording proper juslificalion for using such allernale pricing mechanism. Furlher, all such
lransaclions are alsa required o be separalely placed belore lhe audil commillee. We are only required and have
ensured compliance of requirement to the extent of approval of related party fransactions by the Board of Directors
and placement of such transactions before the audit committee. We have not carried out any procedures to determine
whether the related party transactions were undertaken at arm's length price or not.

Based on our review. nothing has come to our attention which causes us to believe that the Statement of Compliance
does not appropriately reflect the Company’s compliance, in all material respects, with the hest practices contained
in the Code of Corporate Governance as applicahle to the Company for the year ended June 30, 2012.

MUNIFF ZIAUDDIN JUNAIDY & CO.
Karachi: Oclober 05, 2012 CHARTERED ACCOUNTS
(Muhammad Mein Khan)
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AUDITORS’ REPORT TO THE MEMBERS

We have audited the annexed balance sheet of Al-Abid Silk Mills Limited as at June 30, 2012 and
the related profit and loss account, cash flow statement and statement of changes in equity together
with the notes forming part 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 gpinion 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 vernification, 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

(ii) the business conducted, investments made and the expenditure incurred during the year
were in accordance with the objects of the Company;
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(c) inour opinion and to the best of our information and according to the explanations given to us,
the balance sheet, profit and loss account, cash flow statement and statement of changes in
equity together with the notes forming part thereof. conform with approved accounting standards
as applicable in Pakistan, and give the information required by the Companies Ordinance,
1984, in the manner so required and give a true and fair view of the state of the Company’s
affairs as at June 30, 2012 and of the profit, 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.

We draw attention to note 1.2 to the financial statements whereby during the year ended June 30,
2012. the Company incurred net loss of Rs. 4,732.835 million which has eroded its equity to an
adverse balance of Rs. 3,464.847 million before surplus on revaluation of fixed assets and, as of
that date, the Company's current liabilities exceeded its current assets by Rs. 4,702.829 million.
These conditions indicate the existence of a material uncertainty which may cast significant doubt
about the Company’s ability to continue as a going concern. Hence. the underlying going concern
assumption will depend upon the mitigating factors as mentioned note 1.2 to the financial statements.
Our opinion is not gqualified in respect of this matter.

MUNIFF ZIAUDDIN JUNAIDY & CO.
Karachi: October 05, 2012 CHARTERED ACCOUNTS
(Muhammad Moin Khan)
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EQUITY & LIABILITIES

SHARE CAPITAL AND RESERVES
Authorised capital

20,000,000 Ordinary Shares of Rs. 10/- each
Issued, subscribed and paid-up capital
Reserves

Capital reserve

Unappropriated profit

Shareholder's equity
Surplus on revaluation of fixed assets

LIABILITIES

NON- CURRENT LIABILITIES

Loan from director - unsecured

Long term loan from banks

Liabilities against assets subject to finance lease
Retirement benefits

CURRENT LIABILITIES AND PROVISIONS
Trade and other payables

Accrued markup

Current maturity of long term loans

- and Lease Liability

Short term finances

CONTINGENCIES AND COMMITMENTS

AL-ABID SILK MILLS LIMITED

Notes

10
1"

12
13

14
15

16

BALANCE SHEET AS AT

June 2012 June 2011
Rupees Rupees
200,000,000 200,000,000
134,095,500 134,095,500
372,834,000 372,834,000

(3,971,777,236) 761,057,832

(3,598,943,236)

1,133,891,832

(3,464,847,736)

1,267,987,332

4,322,049,990 514,699,488
150,000,000 50,000,000
5,497,697 27,488,521
37,371,128 42,108,142
53,025,686 57,156,177
245,894,511 176,752,840

3,782,164,373
251,155,976

50,330,019
3,752,375,066

3,638,014,135
81,848,565

43,215,321
3,373,595,170

7,836,025,434

7,136,673,191

8,939,122,199

9,096,112,851

The annexed notes 1 to 42 form an integral part of these financial statements.

Naseem A. Sattar
Chairman & CEO
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ASSETS
NON-CURRENT ASSETS

Property, plant and equipment

Long term security deposit

CURRENT ASSETS

Stores and spares

Stock in trade
Trade debts
Loans and advances

Trade deposits and prepayments

Other receivables
Tax refunds due from government

Cash and bank balances
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Notes

17

18
19

20

21

22
23

24

25

June 2012 June 2011
Rupees Rupees
5,803,979,302 2,053,145 834

1,946,645 1,946,645
148,078,304 161,040,428

2,427,947,404

6,104,611,202

125,640,071 313,196,248
21,074,499 16,979,095
15,288,691 22,966,451

270,784,874 317.038.844
79,003,357 67.722.615
45,289,052 37,465,489

3,133,196,252  7,041,020.372

8,939,122,199

9,096,112.851

Azim Ahmed
Director




Note
Sales and services 26
Cost of sales 27
Gross (loss) / profit
Operating expenses
Distribution cost 28
Administrative expenses 29
Other operating expenses 30
Other income 31
(Loss) / Profit from operations
Finance cosl 32
(Loss) |/ Profit before taxation
Taxation 33
(Loss) | Profit after taxation
Cther comprehensive income
Total Comprehensive (Loss) / income for the year
(Loss) / Earnings per share - basle and dlluted 34

AL-ABID SILK MILLS LIMITED

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2012

2012
Rupees

7,556,178,789

10,945,431,081

2011
Rupees

10,481,908,852

9.141,739,776

(3,389,252,292)

1.340,169,076

The annexed noles 1 la 42 form an inlegral parl of lhese (inancial slalementLs.

Naseem A. Sattar
Chairman & CEO
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304,579,340 320,341,626
288,246,587 279,745,957
- 13,617,841
592,825,927 613,705,424
(3,982,078,219) 726,463,652
7,758,253 6,798,985
(3,974,319,966) 733,262,637
680,335,944 548,449,086
(4,654,655,910) 184,813,551
78,179,158 107,022,439
(4,732,835,068) 77,791,112
(4,732,835,068) 77,791,112
(352.95) 6.79

Azim Ahmed

Director




AL-ABID SILK MILLS LIMITED

CASH FLOW STATEVMENT

FOR THE YEAR ENDED JUNE 34, 2012

CASH FLOW FROM OPERATING ACTIVITIES
(Loss) / Profit before taxation

Adjustments for:

Depreciation

FProvision for gratuity

Gain on disposal of property. plant and equipment

decrease / {Increase) in current assets:
Stores and spares

Stock in trade

I rade cebtors

Loan and advances

I rade deposits and prepayments
Other receivables

Tax refunds due from government

Increase | (decrease) in current ligbilities:
Trade and other payablc

Accrued mark-up

Short term finance

Cash generaled rom operalions

Taxes paid
Staff gratuity paid
Net cash generated from operations

CASH FLOW FROM INVESTING AGTIVITIES
Capital expenditure

Proceeds rom disposal of lixed assels

Long term security deposit

Nel cash used in invesling aclivilies

CASH FLOW FROM FINANCING ACTIVITIES
Froceeds from obligation under finance lease
Proceeds of loan from director

Repayment of loan from director

Procceds from issuc of ordinary share capital
Fayments of obligation under finance lease
Payment of long term loans

Nct cash outflow from financing activitics

Net increase / (decrease) in cash and cash equivalents
Cash and eash equlvalents at the beglnning af the year

Cash and cash equivalents at the end of the year

The anncxed notes 1 to 42 form an integral part of thesce financial statements.

Naseem A. Sattar
Chairman & CEQ

Annual Report 2012

2012
Rupees

(4,654,655,310)

2011

Rupees

184.813.551

162,020,460 168,351,266
13,275,459 15,573,660
(6.035,499) (4,106 545)
169,260,420 179.728.381
12,962,124 (6.276,455)
3,676,663,798 (342.606,524)
187,556,177 (7.648,386)
(4,095,404) 22,906,698
7,677,760 (4,669,288)
46,253,970 (187.138,849)
(8,853,422) 8,270,074

3.918,365,003

(517.162.730)

144,150,239 (243,955 .859)
169,307,410 35,189,161
378,779,896 484,312,124
692,237,545 275,515,126
125,207,058 122.924.628
(80,896,478) (110,774.311)
(17,405,250) (8,398,754)
26,904,630 3,751,563

(117,285,293)
17,317,386

(65.841.802)
7.732,018

(99,467,927)

(8.109,/886)

29,179,000
100,000,000

(26,801,316)
(21.990,824)

9,517,000
50,000,000
(98,861,281)
134,095,500
(31,051,192)
(35.563,259)

80,386,860 28,136,768
7,823,563 (26,221,455)
37,465,489 63,686,911
45,289,052 37.465.489
Azim Ahmed
Director




AL-ABID SILK MILLS LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2012

Share Capital Unappgrogriated Total
Capltal Reserve Profit
Rupees
Balance as at June 30, 2010 95,782,500 257.895.000 702,423,220 1,056,100,720
Tolal comrprehensive incoma lor Ihe
year andad Jure 30, 2011 - - 77,791,112 77,791,112
Transactions with owners
Issue of Capital - Right Skares 19,156,500 114,939,000 - 134,095,500
Bonas sharas issLec ourning Lhe yearin Lke ralio of 01 19,156,500 (19.156,500)
share for every 05 shares held
Balance as at Junc 30, 2011 134,095,500 372,834,000 761,057,832 1,267,987,332
Total comrprehensive income for the
year ended Jure 30. 2012 (4,732,835,068) (4,732,835,068)
Balance as at June 30, 2012 134,095,500 372,834,000 (3,971,777,236) (3,464,847,736)

The annexed noles 1 lo 42 lorm an in.egral parl of lhese (inancial slalemerLs.

Naseem A. Sattar Azim Ahmed
Cheirmen & CCO D reclor

Annual Report 2012



AL-ABID SILK MILLS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2012

1.1 LEGAL STATUS AND OPERATIONS

Al-Abid Silk Mills Limited (the Company) was incorporated as a private limited company in the year
1968, later on it was converted into public limited company as on December 24, 1987 under
Companies Ordinance, 1984. Currently, the shares of the Company are listed on Karachi and Lahore
Stock Exchanges. The registered office is located at A-39, S.I.T.E., Manghopir Road, Karachi. The
Company is principally engaged in manufacturing and processing of various kinds of fabrics and
export of printed and dyed cloth, bed sets and other textile made-ups. The manufacturing facilities of
the Company are located at Karachi.

1.2 GOING CONCERN ASSUMPTIONS
The company incurred operating loss of Rs. 4.73 billion which included Rs. 2.28 billion as trading loss

and Rs. 2.46 hillion as inventory loss partly on account of deficit arose on revaluation of stock in trade
al markel value whose original buyers cancelled Lhe orders and lhe uncerlain business condilions
prevailing in the country. Accordingly company’s current liabilities exceeded its current assets by Rs.
4.790 billion. The heavy losses of the company led to erosion of equity and depletion of working capital
which has resulted in liquidity crises. As a consequence, the company has remained unable to meet

its obligations with the banks and other creditors.

In order to turn around the current statc of affairs of the company, the management has devised
detailed strategy as described below:

(i) Rescheduling of credit facilities
The management has requested the banks to reschedule its credit facilities for a longer period (2

years grace plus & years for repayment) and has also sought for additional financing to meet
immediate working capital requirements. In this connection, a detailed financial plan has already
been submilled lo lhe group ol banks. In principle. lhe banks have shown Lheir inclinalion o
reschedule our credit facilities and provide additional working capital. In this connection, a series of
meeting have since been held and the matter is being perused very aggressively with the banks who
are actively working an it. Accordingly, the said rescheduling of credit facilities with fresh financing is
expected to be finalized soon on the mutually agreed terms and conditions.

(i) Diversification in local market
Our Company is still pioneer, prominent and quality conscious in the industry with regard to our
product and services due to our having specialized machineries like reactive printing, disperse vat
dyeing, coating and flocking ete coupled with highly trained and experienced human capital. In order
lo maximize ulilizalion of produclion capacily, lhe company has slarled labric processing lor local
customers who do not have their own cffective facilitics. The management has also decided to
maintain reasonable ratio between the export and local business as there is a sufficient space
available in the local markel as il provides us reasonable conlribulion margins lo parlly cover our

overheads.
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AL-ABID SILK MILLS LIMITED

(i) Exploring new export customers and markets
In order to achieve sufficient export orders, our marketing team is aggressively working on a strategy
sa devised on exploring new intemational customers and additional business from our established
custamers as well.

Considering the sizable orders in hand, the dedicated and more organized cfforts arc undcrway by all
concerned in obtaining additional export orders and local market processing business so as to have
desired level of tumover of the company to cover all our overheads and meet our commitments with
creditors including banks.

(iv) Cost cutting measures and internal restructuring
Bearing in mind the current level of production and turnover, the management has also undertaken
adequate steps towards the reduction of fixed cost and expenses which are at the various stages of
implementation. Such steps include, but not limited to, rightsizing the men hour, resource
conservation, close monitoring of other fixed cost etc.,, thus improving the efficiency. The
management is certain to generate sufficient savings as a consequence of adapting all such
measures.

The management is also confident that eventually with all such effective measures adopted, it will
succeed in all its endeavors enabling the company to steer out from the present financial crises and
to continue as a going concern.

At the same time, the revaluation of fixed assets of the company as cartied out by the independent
PBA approved appraiser, valued the fixed assets at Rs. 5.80 billion as against Rs. 2.05 billion as at
June 30, 2011, thus showing an increase in fixed assets by Rs. 3.75 billion.

The managemenl is confidenl Lhal Lhese sleps will bring Lhe Company oul of Lhe exisling linancial
crisis and the Company will continue as a going concern. These financial statements, therefore, do
not include any adjustment relating to relisation of its assets and liquidation of any liabilities that might

be necessary should the Company be unable to continue as a going concern.

21 BASIS OF PREPARATION

2.2 Statement of compliance

These financial statements have been prepared in accordance with the requirements of the
Companies Ordinance, 1984 (the Ordinance), directives issued by the Securities and Exchange
Caommission ol Pakislan (SECP) and approved accounling slandards as applicable in Pakislan.
Approved accounling slandards comprise of such Inlernalional Financial Reporling Slandards (IFRS)
issued by the International Accounting Standards Board and Islamic Fihancial Accounting Standards
(IFAS) issued by the Institute of Chartered Accountants of Pakistan as are notified by the provisions
ol and direclives issued under lhe Ordinance. Wherever lhe requiremenls ol lhe Ordinance or
direclives issued by Lhe SECP diller [rom lhe requiremenls of lhe appraved accounling slandards, Lhe
Ordinance and Lhe said direclives have been [ollowed.

2.3 Basis of measurement

These financial slalemenls have bheen prepared under lhe hislorical cosl convenlion excepl lor slores.
spares and loose Lools and slock-in-lrade which are carried al lower of cosl and nel realizable value,
leasehold land which are carried al revalued amounl and cerlain slall reliremenl benelils which are

carried at present value.
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Functional and presentation currency

These financial statements are presented in Pak Rupees, which is the functional currency of the
Company. All the financial information presented in Pak Rupee has been rounded off to the nearest
rupee.

SLUMMARY OF SIGINIFICANT ACCOUNTING POLICIES

Standards, amendments to approved accounting standards and interpretations that are
effective in the current year

There are certain new standards, amendments to approved accounting standards and interpretations
that are mandatory for accounting periods beginning on or after July 1, 2011, but are¢ considered not
lo be relevanl or did nol have any significanl impacl on lhe Company’s linancial slalemenls and are,
therefore, not detailed in these financial statements.

Standards, amendments to approved accounting standards and interpretations that are not yet
effective and are not considered relevant

There are other new accounting standards, amendments to approved accounting standards and
interpretations that are mandatory for future years. However these are not expected to affect
materially the financial statements of the Company for accounting periods on the dates prescribed
therein.

Standards, amendments to approved accounting standards and interpretations that are
published and considered relevant but not yet effective

Following new standards and amendments to existing standards have been published that are
mandatory for accounting periods beginning on the dates mentioned below.

IFRS 9, ‘Financial Inslrumenls’ (elleclive [or Lhe periods beginning on or aller January 1, 2015). This
is the first standard issued as part of a wider project to replace |AS 39, 'Financial instruments:
recagnition and measurement’. IFRS 9 retaing but simplifies the mixed measurement model and
establishes two primary measurement categories for financial assets at (a) amortized cost and (b) fair
value. The basis of classification depends on cntity’'s business modcel and the contractual cash flow
characteristics of the financial asset. The Company is yet to assess the full impact of IFRS 9,
however, initial indications are that it may not significantly affect the Company's financial assets.

IAS 1 (Amendments), ‘Presentation of Financial Statements’ (effective for the periods beginning on or
after July 1, 2012).The main change resulting from these amendments is a requircment for the
entities to group items presented in ‘other comprehensive income’ on the basis of whether they can
he potentially reclassified to profit and loss subsequently (reclassification adjustments). Since, the
Caompany currently does not have any items of other comprehensive income, the amendments are
not expected to have a significant impact on the Company’s financial statements.

IAS 19 (Reviscd), ‘Employce hencfits’ (cffective for the periods beginning on  or  after
January 1, 2013). It eliminates the ‘corridor method’ far recagnising actuarial gains and losses and
make it mandatory for all the actuarial gains and losses to be recognised immediately and replaces
inleresl cosl & expecled relurn on plan assels wilh a nel inleresl amounl thal is calculaled by
applying the discount rate to the net defined benefit liability / asset. The Company shall apply this
from July 1, 2013 and its impact on unappropriated loss shall be Rs. 12.508.166/= due to recognition
of current unrecognised actuarial losses on its defined benefit plans.




AL-ABID SILK MILLS LIMITED

3.5 Property, Plant and Equipment

(i) Opcrating fixed asscts of Leaschold land, Building on Lcaschold land, Plant, Machincry &
equipmenls, Furnilure & Fixlure, Olfice equipmenl, Eleclric. gas & Olher Inslallalion and Leased
Plant, Machinery & equipments are stated at revalued amount. Vehicle are stated at cost less
accumulated depreciation and impairment losses, if any.

(if) Residual values and useful lives are reviewed. at each balance sheet date, and adjusted if impact on
depreciation is significant.

() The Company assesses at each balance sheet date whether there is any indication that operating
fixed assets may be impaired. If such indication exists, the carrying amounts of such assets are
reviewed to assess whether they are recorded in excess of their recoverable amount. Where carrying

values exceed the respective recoverable amount, assets are written down to their recoverable
amounts and the resulting impairment charge is recognised in income currently.

(iv) Deprecialion is charged lo income on Lhe reducing balance basis. Deprecialion is charged al rales
stated in note 17.1.

(v) Depreciation on additions is charged from the month the assets are available for use while in the case
of disposals, depreciation is charged one month prior up to the month in which the assets are
disposed oll.

(vi) The depreciation method and useful lives of items of fixed assets are reviewed periodically and
altered if circumstances or expectations have changed significantly. Any change is accounted for as a
change in accounting cstimate by changing thc depreciation charge for the current and future
periods.

(vii) Normal repairs and mainlenance are charged lo expenses as and when incurred. Majar renewals and
replacements are capitalised and are depreciated over the remaining useful life of the related assets.

(viii) Gains or losses on disposal or retirement of fixed assets are determined as the difference between
the sales procceds and the carrying amount of assct and arce included in the profit and loss account.

(ix) Capital work in progress is stated at cost. All expenditure connected with specific assets incurred
during installation and construction period are carried under capital work-in-progress. These are
transferred to specific assets as and when assets are available for use.

3.6 Operating fixed assets held under finance lease and related depreciation

The Company accounts for operating fixed assets held under finance |ease by recording the asset
and the related liability. Operatirng fixed assets on finance lease are capitalised at the commencement
of the lease term at the lower of the fair value of leased assets and the present value of minimum
lease payments, each determined at the inception of the lease. Each lease payment is allocated
between its present value and finance cost so as to achieve a constant rate on the finance lease
obligation. The finance cost is charged to profit and loss account and is included under finance
charges. Deprecialion is charged Lo income applying Lhe reducing balance melhod al rales slaled in

note 17.1.
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The Company assesses at each balance sheet date whether there is any indication that the leased
operating fixed assets may be impaired. |f such an indication exists, the carrying amounts of the
related assets are reviewed 1o assess whether they are recorded in excess of their recoverable
amounl. Where carrying values exceed lhe respeclive recoverable amounl, assels are wrillen down
to their recoverable amounts and the resulting impairment loss is charged to income currently.

Surplus on Revaluation of Fixed Assets

Any revaluation surplus is credited to the surplus on revaluation of fixed asscts. ¢xcept to the extent
that it reverses a revaluation decrease of the same asset previously recoghised in the income
statcment, in which casc the increase is recognised in the income statement. A revaluation deficit is
recognised in the income statement, except to the extent that it offsets an existing surplus on the
same asset recognised in the asset revaluation reserve. Revaluation is carried put with sufficient

regularity to ensure that the carrying amount of assets does not differ materially from the fair value.

Stores and Spare Parts

Stores, spare parts and loose tools are stated at the lower of cost and net realizable value. The cost
of inventory is bascd on weighted average cost Iess provision for obsolescence, if any. ltems in transit
are stated at cost comprising invoice value plus other charges thereon accumulated up to the balance
sheet date.

Stock-in-trade
These are valued at lower of cost and net realizable value.

Cost in relation to raw materials in hand, packing materials and other components has been
calculated on a weighted average basis and represents invoice values plus other charges paid
thereon.

Coslin relalion o work in process and finished goads represenls direcl cosl ol malerials, wages and
appropriate manufacturing overheads.

Raw malerials held in cuslom bonded warehouse and slock-in-lransil are valued al cosl comprising of
invaice value plus other charges accumulated up to the balance sheet date.

Nel realizable value reprasenls Lhe eslimaled selling price in lhe ordinary course of business less all
estimated costs necessary to completion and to be incurred in marketing, selling and distribution.

Trade debts and other receivables

Trade and other receivables are carried at cost less provisions for any uncollectible amount. An
cstimate is made for doubtful receivables when collection of the amount is no longer probable. Debts
considered irrecoverable are wrillen ofl.

Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at ¢ost. For the purpose of cash flow
statement, cash and cash equivalents comprise of term depaosits. cash and bank balances.

Revenue Recognition

Revenue from sale is recognised when significant risk and rewards of ownership are transferred to

the huyer.
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Interest income is accrued on a time proportion basis, by reference to the principal outstanding and at
the interest rate applicable.

Borrowing Cost

Borrowing costs incurred on lang term finances directly attributable for the construction/acquisition of
qualifying asscts arc capitaliscd up to the date, the respective asscts are available for the intended
use. All other mark-up, interest and other related charges are taken to the profit and loss account
currenlly.

Forelgn Currency Translatlon

Transaclions in [oreign currencies are lranslaled inlo Pak Rupee using Lhe exchange rales prevailing
at the dates of the transactions. Monetary assets and liabilities denominated in foreign currencies are
translated into Pak Rupee at the exchange rates prevailing at the balance sheet date. All arising
exchange gains and losses are recognised in the profit and loss account.

Provisions

Provisions are recognised when the Company has a legal or constructive obligation as a result of past
events 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 aobligation. Provisions

are reviewed at each balance sheet date and adjusted to reflect the prevailing best estimate.
Dividend

Dividend is recagnised as liability in the period in which it is approved by the shareholders.
Financial assets and liabilities

Consistent with prior years, all financial assets and liabilitiss are initially measured at cost, which is
the fair value of the consideration given and received respectively. These financial assets and
liabilitics arc subscquently mcasurcd at fair valuc, amortiscd cost or cost as thc casc may be.
Financial assets and financial liabilities are recognised when the Company becomes a party to the
contractual provision of the instrument. Financial assets are derecognised when the rights to the cash
flows from the financial assets expire ar where the Company transfers the financial assets and the
transfer qualifies for derecognition. Financial liabilities are derecognised when the obligation specified
in the contract is discharged.

Offsetting of financial assets and financial liabilities
A financial asset and a financial liability is set-off and the net amount is reported in the balance sheet

if the Company has a legal right to set off the transaction and also intends either to settle on a net
basis or to realise the asset and settle the liability simultaneously.

Interest / Mark-up bearing loans and borrowings

Interest / mark-up bearing loans and borrowings are recorded at the proceeds received. Finance
charges are accounted for on accrual hasis.

Impairment

The carrying amount of the Company's asscts is reviewed at cach balance shect date to determine
whether there is any objective evidence that an asset or group of assets may be impaired. If any such
evidence exists, the asset or group of assets' recoverable amount is estimated. An impairment loss is
recognised whenever lhe carrying amounl of an assel exceeds ils recoverable amounl. Impairmenl
losses are recognised in profit and loss account.
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3.21 Earnings per share

The Company presents basic and diluted samings per share (EPS) for its ordinary shares. Basic EPS
is calculated by dividing the profit or loss attributahle to ordinary shareholders of the Company by the
weighted average number of ordinary shares outstanding during the year. Diluted EPS is determined
by adjusting the profit or loss attributable to ordinary shareholders of the Company and the weighted
average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares.

3.22 Derivative financial instruments and hedging activities

The Company designates derivative financial instruments fair value hedge. Fair value hedge
represents hedges of the fair value of recognized asscts or liabilitics or a firm commitment. Changes
in the fair value of derivates that are designated and qualify as fair value hedges are recorded in the
praofil and loss accounl, logelher wilh any changes in Lhe [air value of Lhe hedged assel or liabilily that
are attributable to the hedged risk. The carrying value of the hedged item is adjusted accordingly.
When a derivative financial instrument is not designated in a qualifving hedge relationship, it is
accounted for as held for trading and accordingly is categorized as ‘financial asset at fair value
through profit or loss'.

3.23 Retlrement benefits

The Company operates an un-funded gratuity scheme covering all employees (excluding managerial
staff). Provision is made annually based on management estimates which are adjusted periodically to
agree with actuarial estimates. Actuarial gains and losses are recognized on a straight line basis over
a period of 2 years. As per latest actuarial valuation carried out as at June 30, 2012, the value of
scheme's liabilities are Rs. 53.02 million (2011: Rs. 57.16 million). The Projected Unit Credit Method
of Valuation was used to generate actuarial values. The annual provision during the year are charged
to income currently.

3.24 Taxation

Income tax expense represents the sum of current tax payable, adjustments, if any, to provision for
tax made in previous years arising from assessments framed during the year for such years. Current
incame tax relating to items recagnised directly in equity is recagnised in equity and hot in the income
statement. Management periodically evaluates positions taken in the tax returns with respect to
situations in which applicable tax regulations are subject to interpretation and establishes provisions
where appropriale.

(i) Currentand prior year

Provision far current year's taxation is based on taxable income for the year at the current rates of
taxation after taking into account tax credits and tax rebates available, if any, and taxes paid under
the presumptive tax regime in respect of imports & export.

(ii) Deferred

Deferred tax is provided using the balance sheet liability method on all temporary differences arising
from diffcrences between tax bascs of assets and liabilitics and their carrying amount for financial
slalemenls reparling purpose.

3.25 Obligation under finance lease

Total outstanding obligation under the lease arrangement less finance cost attributable to future
periods is presented as liability. Finance cost under the lease arrangement is distributed over the
lease term so as to produce a constant periodic rate of finance cost on the balance of principal liability
outstanding at the end of each period.
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Borrowings

These are recognized initially at fair value, net of transaction costs and are subsequently measured at
amortized ¢ost using the effective interest method. Difference between the proceeds (net of
transaction ¢osts) and the redemption value is recognized in the profit and loss account over the
period of the barrowings. Borrowings are classified as current liabilities unless the Company has an
unconditional right to defer settlement of the liability for at least 12 months subsequent to the balance
sheet date.

Segment Reporting

Segment information is presented on the same basis as that used for internal reporting purposes by
the Chief Operating Decision Maker, who is responsible for allocating resources and assessing
performance of lhe operaling segmenls. On Lhe basis of ils inlernal reporling slruclure, lhe Company
considers itself to be a single reportable segment, however certain information about Company’s
products as rcquired by the approved accounting standards, are prescented in note 39 to these
financial statements.

Related Party Transactions

All related party transactions are carried out an an arm’s length basis using Comparable Uncontralled
Price method.

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

The estimates / judgments and associated assumptions used in the preparation of the financial
statements are based on historical experience and other factors, including expectations of future
events that are believed to be reasonable under the circumstances. The Company makes estimates
and assumptions concerning the future. The resulting accounting estimates will, by definition, seldom
equal the related actual results. The estimates and assumptions that have a significant risk of causing
a material adjustment to the carrying amounts of asscts and liabilitics within the next financial ycar
are as [ollows:

Property, Plant and Equlpment

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

Income tax
In making the estimate for income taxes payable by the Company, the management looks at the

applicable law and dcecisions of appellate authoritics on certain issucs in the past.

Stores, Spare Parts and Stock in Trade
The Company reviews the net realizable value of stores, spare parts, loose tools and stock in trade to

assess any diminution in the respective carrying values. Net realizable value is determined with
reference to estimated selling price less estimated expenditures to makes the sales.

Retirement benefits

The present value of these obligations depends on a number of factors that are determined on
actuarial basis using a number of assumptions. Any change in these assumptions will impact the
carrying amount of these obligations. The present value of these obligations and the underline
assumptions are disclosed in note 11.




5 SHARE CAPITAL

Jun 2012 Jun 2011

(Number of shares) Authoriscd Capital

20,000,000 20,000,000 Ordinary sharas of Rs. 10 each

Issued, subserlbed and pald up capltal

8,713,900 §,713.300 Qrdinary shares of Rs. 10 each fully
paid-up in cash
4,695,650 4,695,650 Crdinary sharcs of Rs. 10 cach issucd as

fully paid hornus shares

13,409,550 13,409,550

5.1 Movementin share capital during the period
Jun 2012 Jun 2011

(Number of shares)

13,409,550 9.,578.250 Balance at beginning of the year
Issuad ordinary shares of Rs 10 each as
- 1,915.650 fully paid bonus shares
Crdinary shares of Rs. 10 each issued as
- 1.915.650 fully paid right sharcs at prcmiuvm

13,409,550 13,409,550

6 SHARE PREMIUM

Balance at beginning of the year
Premium on issuc of right sharcs

7 SURPLUS ON REVALUATION OF FIXED ASSETS

Balance at beginning of the year
Sumlus / (Dcficit) during the period

AL-ABID SILK MILLS LIMITED

Jun 2012 Jun 2011
Rupees Rupees
200,000,000 200,000,000

87,132,000 87.139,000
46,956,500 46,956,500

134,095,500 134,095,500

134,095,500 95,762,500
- 19,168,500
- 19.156,500

134,095,500 134,095,500

372,334,000 257,895,000
- 114.939.000

372,334 000 372,834,000

514,899,438 551,791,188
3,807,350,502 (40,025,000)
4,322,049,994 514.699,488

7.1 The Company has updated the revaluation of I easehold land, Building on | easehold land, Plant, Machinery &
equipments, Furniture & Fixture, Office equipment, Electric, gas & Cther Installation and Leased Plant, Machinery &
equipments on June 30, 2012, The valuation has been determined by the independent valuer M/s. Anjum Adil &
Assaciatcs on the basis of prevailing market rates which has resulted an increase in revaluation rescrve by Rs.
3,807.350,520. The eatlier valuation of Leasehold land was carried out by the same independent valuer on August

31, 2010 and Augusl 31, 2007 on lhe basis of prevailing markel rales al Ihal lime.

8 LONG TERM LOAN FROM DIRECTOR - Unsecured

Balance al beainning of lhe year
Disbursed during the year
Repaid during the year

Annual Report 2012

Jun 2012 Jun 2Q11
Rupees Rupees
50,000,000 98,861,281
100,000,000 50,000,000
- (88.,861,281)
150,000,000 50,000,000
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9.1

10

10.1
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| he above is interest free loan from director of the company.

LONG TERM BORROWINGS - SECURED (NON-PARTICIPATORY)

Number of
installments and Rate of
Name of Sale Purchase date of mark-up
Banks price price commencement per annum
Pak Oman 86,871,864 107.417,218 22 cqual quarterly 7.0% Per

September 4. 2006 Annum
Grace Period Q6 Months

Inveslmenl Company |

Pak Oman 1,091,413
Investment Company Il

1.638,507 22 equal quarterdy 2.0% over
Septemher 4, 2006 8 nionths
Grace Period 01 Year KIBOR

Less: Transler lo Currenl malurily

AL-ABID SILK MILLS LIMITED

Jun 2012 Jun 2011

Rupees Rupees
27,011,025 48,865,423
477,496 613,922
27,488,521 49,479,345
21,990,824 21,990,824
5,497 697 27,488,521

These horrowings are denorninated in Pak Rupees and are secured against first equitable hypothecation charge
ranking par passu over immovahle properlies of Lhe Company and by way of firsl pari passu hypolhecalion pver
currenl operaling fixed assels of lhe Company. The elleclive mark-up rale lhal prevailed during lhe year on lhese

facilities ranged from 7% to 14.06 % perannum (2011; 7% to 15.78% per annum).

LIABILITIES AGAINST ASSETS SUBJECT TO
FINANCE LEASE

Present value of minimum lease payments

Current maturity shown under current liabilities

Minimum lease payments

Not later than onc year
Later than one year and not later than 5 years

Finance charges not yet duc
Presenl value of linance lease liabililies

Present value of finanee lease llahllltles

Not later than one year
Latar than one year and not later than 5 years

Jun 2012 Jun 2011
Rupees Rupees
65,710,323 63,332,639
(28,339,195) (21.224.497)
37,371,128 42,108,142
36,497,670 26,489,820
49,780,663 46,729,720
86,273,333 73,219,540
(20,568,010) {(9,886,901)
65,710,323 53,332,639
28,339,195 21,224,497
37,371,128 42,108,142
65,710,323 63,332,639

Payments under leases include financial charges at the rates ranging between 7% to 17.56% (2011: 8% t0 17.78%)

per annum . | eases carry purchase options at the end of the lease period. There are no financial restrictions in the

lease agreements.




AL-ABID SILK MILLS LIMITED

11 RETIREMENT BENEFITS Jun 2012 Jun 2011

Rupees Rupees
11.1 Recanclllation af abligatlan as at year end

Present value of defined bencfit obligation 39,861,312 51.307.933
Payable to outgoing employees 656,208 449.893
Unrecoghized actuarial gain 12,508,166 5.398.352
Liability at end of the year 53,025,636 57,156,177

11 Mavement in liahility

Liability al beginning ol Lhe year 57156177 49,981,271
Charge for the year 11.3 13,275,459 15,573,660
Benelils paid (17,405,950) (8,398,754)
Liability at end of the year 53,025,686 57.156.177

11.3 Charge for the year

Current service cost 7.151,952 10.218.846

Interest cost 6,156,952 5.384.060

Acluarial Gains change (33.445) (29.246)
13,275,459 15,573,660

11.4 Prnclpal actuarlal assumptlons used the valuatlon:

Niscounl rale {per annum) 13% 12%
Futurc salary increasc (per annum) 129%, 119,
Remaining Retirement age (years) 8 Yrs 8Yrs

12 TRADE AND OTHER PAYABLES

Trade creditors 1,712,887,400 1.030,064,606
Olher credilors 528,703,883 188,732,321
Accrued liabilities 81,979,464 49.375.097
Workers' profit participation fund 121 14,973,148 23,706,847
Bills payable under letters of credit 1,404,948,353 2,032,147,368
Advance from customers 17,098,394 11.071.883
Unclaimed dividend 108,310 108.310
Other liabilities 21,465,421 2,807,700

3,782,164,373 3,638,014,135

12.1  Workers’ profit participation fund

Cpcning balance 23,706,847 23.668.172
Interest on W.P.P.F. 12.2 1,187,870 1,332115
24,894,717 25,000,587
Paid during the year (9,921,569) (11,215,310)
14,973,148 13,785,277
Frovision for the year - 9,921,570
14,973,148 23,706,847

12.2 Interestis charged @ 14.50% (2011: 15.99%) per annum on outstanding balance.

Annual Report 2012
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Jun 2012 Jun 2011
13 ACCRUED MARKUP Rupees Rupees
Export refinance loan & US Dollar loan 136,023,034 77,974,199
Liabililies againsl assels subjecl lo linance lease 867,778 1.025.110
Long term loan 170,807 308,379
Short term loan 114,094,357 2.540.877
251,155,976 81.848.565
14 CURRENT MATURITY OF LONG-TERM LOANS AND LEASE LIABILITY
Long term Loans 21,990,824 21,990,824
Liabilities against assets subject to finance lease 28,339,195 21.224.497
50,330,019 43,215,321
15 SHORT TERM FINANCES
Segured
From banks and financial institutions 3,752,375,066 3,373,595,170

151 The facilities consist of various types of short term finances from different banks and non-banking financial
institutions. The facilities are secured against hypothecation charge on stocks, mortgage on factory property of Plot
No. A-51/B, A-29/B, D-14/C-1 and A-34/A with building and machinery installed thereon and c¢harge on book debts
and recceivables of the company.

15.2 The rate of markup on these finances ranges between 2.89% to 13.95% (2011: 2.89% to 16.09%) per annum.
16 CONTINGENCIES AND COMMITMENTS Jun 2012 Jun 2011
Rupees Rupees

16.1 Contingencies

Bank guaranteg 92,694 414 02.694.414

The bank guaranlees have been issued in [avor of various govemmenl agencies.

The Sales Tax department has filed an appeal in the Honorable High Court of Sindh on 23rd August, 2000 against
the Order of the Iearned Appellate Tribunal Customs and Sales Tax for recovery of Additional Tax and
Surcharge amounting to Rs. 3.449 million for the vear 1992-93. No provision for this amount has been made in
lhese accounls as lhe managemenl of (he Company is ol lhe view lhal lhe decision ol lhe Learned Appellale
Tribunal Custorms and Sales Tax given in favor of the Company will be successfully defended in the Honoerable High

Court.
Jun 2012 Jun 2011
18.2 Commitments: Rupees Rupees
Commitments under LCs for raw materials and spares parts 5,595,120 44,588,906

Annual Report 2012
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17.3 Had lhere been no revalualion, relaled ligares ol preoerly, olant and eqi.ipmean.s wonld nave beean as loliow:

Owned Assets:

Lease hald Land

Building on Leasehold land
Flanl, Macninery & cquiprenls
Furniture & Fixture

OTice equipmen.

Electric, gas & Otrer Installation
Leased Assets:

I’lant, Macninery & aquiprients

June 2012
Rupees Rupees
45,500,514 45,500,514

205,900,158 -

Juie 2011

051,283,204 -
50,299,611 -
14,079,12 -

51,628,808 -

76,382,911 -

1,403,144,660 45,500,514
17.4 Dlsposal of Fixed Assets
Particulars | Cast chuem:l’atliz: doa:t\trcal:ul: Prizl:::ds Gain/(Lass)] Modc of Dispasal Description
| Rupees |

Vehlcles
HCN\CA CIVIC AEX-510 1,087,500 911,072 176,121 750,000 573,573 NEGOTIATION SYEC NACAVUE 2N
HCN\CACIVIC AFE-67 1 1,037.500 306,218 180,552 777,000 596.118 -ou- MuHAMMAL: YASIN
SUZUKI MEHRAN Al -§52 180.000 111,287 385,03 /80,000 117957  INSUIANC= CALIM E -.Ulhguranca Lo
SLIZULI MFHRAN AUF-026 490.000 ©5,278 394,722 £90,000 05,278 -Co- -Com
IOYOIACORROIAA X-3¢B 1.473.000 412440 7 ,CB0,560 1.423,000 365,440 -00- -Qo-
SUZUKI AL 1D ADI =625 4/1.388 435 H78 35,750 314 396 279136 N-COTIATON KFAN RAVWANI
517U MFHRAN AR C- /08 w4/.485 BehAlh 2,070 2h 404 194 484 -na- -ca-
SU/UA IVFTIRAN ACA 348 4 b 19,0433 405 610 190 An/ 5o ao
SUZUL METHRAN ADE GOa 302,293 29,047 260.000 230.783 ©o ARZUL GHAMGOR SOOMRO
SUZUAI CULTUS AZM 548 514,/ 7¢ 72,447 £460.000 367.4553 to 0
SUZUAI MCIHRANAGT 415 335,000 275,774 57,226 265.000 207.774 ©o <o
SUZUKI MEHRAN AGZ-250 333,000 289,954 63,046 265.000 201.954 -oo- -0~
SUZULI MEHRAN AGZ-280 305,000 258,257 13,773 212,000 190,251 -o0o- -o0-
ALTIS AVF-326 1,202.200 920,709 378,8¢1 €25,000 516.103 -ou- VR. IMRAN
SUZUKI EALENO AGE-/ 92 659,658 127,692 550,000 /22,308 -Lo- -Co-
SLZu< cun s AFv-07 7 436,050 82,850 390,000 307,150 -Co- -Com
SUZUKICUN TUS AFV-7¢2 432,70 87,630 390,000 302,370 -00- -Qo-
SUZULICUL TUS AFVW-507 430,57/ 89,233 390,000 300 074 -00- Rl
SUZUKI CUL TUS AHG b 51,245 141,252 500,000 4h8 /48 -na- “Ca-
SUZUA IVFTIRAN ADE 225 308 960 29,034 430 000 200 Y56 to o
SUZUAI MEIRANALC 834 308,509 28,9¢1 230.000 201.009 zo o
SUZUA MEIHRANAIY 22G 230,947 51,059 245.000 193.941 to <0
HIC\BACITY ArX 424 686,290 126,70 575.000 £48.220 ©o MI MUSIITAG A. VAVDANI
HC\CAMOTC RCVOLE KAS-2062 25,84 21 2.000 7.989 -Co- CAWOQOLC KHAN
HC\CAMOTC C' CLE KCK-2933 /7,212 721 11,000 13,279 -oo- -co-
HCN\CAMOTC RC''CLE KCK~ €07 /8.000 /7,272 7Z1 11,000 13.273 U -
SUZUKI MO ORCYCLE KAR-129 57.000 51,238 2,671 14,000 13.3%9 -Co- -Co-
HCNCAMOICRC Cl - KAP-1827 68450 3408 3,0¢4 12,000 15,958 -Ca- -Com
HF RO VC IORCYCI F KAI*-4572 52.31C 9,314 2,906 15,000 12,004 -00- -Qo-
HE 20 VO 1ORGYGH - KAR- 4870 52,310 29314 2,906 15000 172, 004 -oo- -Co-
QINGKQATMO ORGYCH F KAV-8547 67 200 485 " 6B 4./34 15000 10 26k -no- o=
Sub (otal 14,401,698 10,704,256 3,697,442 10,704,000 7,006,558
Machines
MA=INC BOILCR NO.1 385,872 353,060 32682 732759 699.947 NCGOTIATKON VAS RAC
COM™ = MACHNLC 3,319,704 2,764,241 £25,445 344.8286 (180.635) -00- R .3.TRADNG
STEN"ER MAC-INZ NO.2 1,961,210 1,605,923 153,0°7 2,062,366 7,303,913 -oo- -co-
D AWAWASHNG MACHNZ= 12,832,830 7,675,977  2,22/0°3 2.185,172 (v.988,311 -oo- -co-
SEWNSG MACHNE 17,868,718 8,272,557 2,/57.189 1,210.315 (2.116.311) - AL-FAZL MACHIN=RY
SFWING MACHNKE 2.671.042 2,013,383 58,560 434.055 (224,505) -Ca- -Com
FF F1 MACHINF 70,808 42,629 27,371 B7 241 32,870 -00- RANA RAH-FI
Suh (otal 30,982,195 22,897,770 3.084.425 T.113.366 (871.059)
GRAND TOTAL 45,383,893 35,602,026 11,781,867 17,817,366 6,035,499
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17.5 Capital Work In Progress

Cast zs an July 01,
Addition curing the year
Iranster to aperating ixed assets ounng 1he vear

Junc 2012 June 20711
Building I Machinsl‘yl Total Building I Machinery I Total
Rupees
- - 35,898,484 35.898 484
16,800,000 16,800,000 9,543,515 9.543 50
- - (45.441,999) (44.441,999)

Cost as on Junc 30,

16.800.000 16,200,000 -

18 STORES AND SPARES
Slores
Spares
19 STOCKIN TRADE
Raw materials
In hand
Bonded warehouse

Work-In-process

Finished goods

Jun 2012
Rupees
9,270,992
138,807,312

Jun 2011

Rupees
27,680,429
133,359,999

143,073,304

161,040.428

374,109,313
11,071,919

2,168,487,418
10,066,775

285,181,237
1,462,226,907

580,539,260

2,178,554,193
3,423,437,015

502,619.994

2,427,947,404

6,104,611.202

19.1 The company has carried oul valualion lo ascerlain markel value of ils Invenlory which resulled a reduclion by Rs.
2,456,582,246. The valuation has been determined by the independcent valuer M/s. Anjum Adil & Associates on the
basis of prevailing market rates on June 30, 2012,

20 TRADE DEBTS
Considered good
Secured
Unsecured

Jun 2012
Rupces

20." 92,926,579
32,713,492

Jun 2011
Rupees

310,276,801
2,919,447

125,640,071

313,196,248

201 These are secured against letters of credit issued by the customers in favor of the Company.

21 LOANS AND ADVANCES
Advances-consldered good

Loans to staff and workers 552,651 1,359.376
Ngainst import expenses 5,209,921 2,956.333
Ndvances to suppliers, contractors and others - unsecured 15,311,927 12,663,386

21,074,499 16,979.095

22 TRADE DEPOSITS AND PREPAYMENTS
Trade deposits - Lhsccured and considercd goad 12,907,365 19,817,802
Prcpayrnents 2,381,326 3,148.559

15,288,691 22,966,451

23 QTHER RECEIVABLES
Duty drawback 265,526,939 312,713,680
Research and development support 4,325,164 1,325.161
Insurance claim receivable 932,771 -

24 TAX REFUNDS DUE FROM GOVERNMENT 270,784,874 517,038 844
Sales tax 72,393,811 63,710,389
Income tax 6,699,548 3,982,226

79,093,357 67,722,615
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CASH AND BANK BALANCES
Cash in hand
Cash al Banks
Current account
- Saving account
- Term deposit

SALES AND SERVICES
Sales

Export sales

| ocal sales

Services
Clolh Processing - Prinling and dyeing

COST OF SALES

Cost of materials consumed
Salaries and wages
Marnulacluring overhead

Work - in- process
Opening stock
Closing stock

Cost of goods manufactured

Finished goods
Opening stock
Closing slock

Less : Duty drawback

Cost of Materials Consumed
Dyes and chemicals
Produclion slores and packing malsrials
Grey cloth
Wadding materials
Flock materials

27.2 Manufacturing Qverhead

Annual Report 2012

Insurance premium

Repairs and mainlenance

Rent, rates and taxcs

Heat, light and power

Water consumption charges

Service charges

Cheacking, mending and rolling charges
Coolic, cartage and freight
Depreciation

AL-ABID SILK MILLS LIMITED

27.2

17.2

Jun 2012 Jun 2011

Rupees Rupees
120,409 530,846
36,990,616 29,016,321
1,961,443 1,701,738
6,216,584 6,716,584
45,168,643 36,931,613
45,289,052 37,465,489
6,969,430,731 10,226,588,528
216,045,205 225,366,568
7,185,475,938 10,151,955,096
370,702,853 29,063,756
7,556,178,789  10,181,908,857
7,509,407,189 7,542,874,130
324,218,771 324,455,550

1.292,750,575

1,303,647,609

9,126,376,535

9,170,977,389

3,423,437,015
(1,462,226,907)

3,718,086,844
(3,123,137,015)

1,861,210,108

294,649,829

11.,087,586,643

9,485,62/,218

502,619,994
(580,539,260)

171,559,026
(502,819,984)

(77.919,2686)

(28,060,068)

11,009,667,377

64,236,296

10,945,431,081

9.437,566,250
295,826,474
9,141,739,776

591,951,027
506,786,787
6,282.766.,783
17,054,827
110,847,765

708,208,011
465,090,516
6,272,529,826
31,178,989
65,868,755

7,509,407,189

7,542,874,130

43,904,408
135,885 850
66,484,362
399,290,679
53,601,805
308,559,351
23,215,679
118,047,220
143,760,721

40,414,470
144,000,148
70,731,844
387,759,410
47,853,896
315,879,151
38,634,616
105,123,189
153,441,972

1,292,750,575

1,303,6417,699
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29.2

30

31
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DISTRIBUTION COST

Salaries and benefits

Packing and forwarding

Commission and brokerage

Samples, lak testings and other charges
Traveling

Puhlicily

Poslage, courier and slamps
Entertainment

Export development tax

ADMINISTRATIVE EXPENSES

Dircctors' remuncration
Salaries and benefits
Staff welfare

Heat, light and power
Car mainlenance
Convevarce
Entertainment

Printing and stationery
Communication

Legal and prolessional

Auditors' remurncration 291
NAdvertisement

Subscription and fees

Charity and donation 29.2

Insurance premium
Scrvice cantracts

Repairs and maintenance
Miscellaneous
Depreciation

Auditors' remuneration
Audit fees

Fee for half yearly review
Out of pocket expenses

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

OTHER OPERATING EXPENSES
Workers' prafit participation fund
Workers' welfare fund

OTHER INCOME

Income from financial assets/liabilities

Profit on PLS depasits

Income from non-flnancial asscts/liabilitics
Sales of scrap

Cain on disposal of property, plant and equipment

AL-ABID SILK MILLS LIMITED

Jun 2012 Jun 2011

Rupees Rupees
44,902,524 45,101,853
83,354,984 107,433,707
38,876,130 35,050,357
33,908,575 25,567,387
36,181,937 36,129,952
35,746,500 32,446,544
11,586,042 10,039,084
2,303,681 2,114.479
17,688,967 26,158,263
304,579,340 320,341,626
15,900,000 15,900.000
119,860,929 115,940,678
7,166,094 3,908,859
44,365,631 13,081,379
25,815,021 22,411,350
495,671 361.616
2,027,667 1,734,258
7,044,056 7,356,026
10,048,061 8,235.576
18,097,453 16,478,323
750,000 645.000
613,700 1,856,799
2,147,105 3,744,742
- 172,626
8,834,327 9,310,168
374,440 800.970
5,619,562 5,597.807
827,131 999,486
18,259,739 11,909.291
288,246,587 279,745.957
600,000 500.000
125,000 120.000
25,000 25,000
750,000 645,000
- 9,921.570
- 3,696,271
- 13,617,841
252,638 822 /49
1,470,116 1,779,691
6,035,499 1,198.615
7,758,253 6,793.985




32

33

34

341

342

Annual Report 2012

AL-ABID SILK MILLS LIMITED

Jun 2011
Rupees

179,263,600
108,727,917

36,463,819

207,780,424

7.127.755
1,229,3(8
3,623,778
1,332,415

548,443,086

Jun 2012

FINANCE COST Rupees
Bank charges, mark-up and commission 199,848,381
Mark-up on FATR account 119,780,134
Mark-up on short tcrm running finance 77,929,504
Mark-up on export refinance loans 267,088,325
Lease finance charges 8,143,699
Mark-up on long lerm loan 2,922,072
Interest on US Dollar Loan 3,435,959
Interest on W.P.P.F 1,187,870
680,335,944

TAXATION

Current 76,420,396
Prior year charge 1,758,762

107,022,433

78,179,158

107,022,439

Major revenues of lhe company are laxable under lhe Final Tax Regime on lhe basis ol lurnover and nol on Lhe

basis of praofits. Therefore, tax expense reconciliation is not presented.

Deferred tax accounting does not apply to the Company because its income is entirely covered under FTR. The
Campany do not have a temporary difference which is a fundamental basis an which inter-period tax allocation is

done through deferred tax accounting.

EARNINGS PER SHARE - BASIC & DILUTED Jun 2012 Jun 2011
Basic earnings per share

Total cumprehensive income far the year Rupees (4,732,835,068) 77,791,112
Weighted average number of shares Number 13,409,550 11,464,723
Basic carnings pcr share Rupccs (352.95) 6.79

Dlluted earnings per share
There is no dilution effect on the hasic earnings per share of the company.
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35. TRANSACTIONS WITH RELATED PARTIES
The relaled parlies comprise associaled underlakings, olher relaled companies and key managemenl personnel. The
Caompany in the normal course of business carries out transactians with various related parties. Detail of transactions
with related parties, other than those which have been specifically disclosed elsewhere in these financial statements
are as [ollows:

Jun 2012 Jun 2011
Rupees Rupess
35.1 AL-ABID EXPORTS (PRIVATE) LIMITED (ASSOCIATED COMPANY)
Processing services rendered & Goods Sold 7,225,481 3,793,133
Renl expense 27,936,000 27.936,000
Qutstanding balance - payable (1,511,472) (2,328,000)

The outstanding balance as at the balance sheet date is sccured and the scitiernent terrs arc against the
paymecnts/receipts through normal banking channcls for the transactions during the periad.

35.2 REMUNERATION OF DIRECTORS & EXECUTIVES

CHIEF EXECGUTIVE DIRECTOR EXECUTIVES
2012 [ 2011 2012 [ 2011 2012 [ 2011
Rupees
Basic 6,363,836 B,363,636 3,272,727 3.2012,/2( 38,082,247 33,453,214
House rent 2,863,636 2,863,636 1,472,727 1.472,727 17,137,010 15.053,945
Other allowances
and perquisites 1,272,728 1,272,728 654,546 651,516 3,830,769 7.013,900
13,500,000 10,500,000 5,400,000 5,400,000 59,050,026 55,521,059
Number of persons 1 1 1 1 42 33

35.21 Ihe Chief Executive and Directors have been provided with free use of the company maintained cars, residential
telephones for business and personal use and foreign air traveling for self and dependents once in a year. Certain
executives have also been provided with free use of Company maintained car.

358.2.2 ANggregate amount charged in the accaounts for Baard Meeting fee to non - executive Directors is Rs.50,000 (2011:
Rs.50.000).

36 CAPITAL RISK MANAGEMENT

Ihe Company's objectives when managing capital are to safeguard the company’s ability to continue as a going
concern in order Lo provide relurns lor shareholders and benelils lor olher slakaholders and Lo mainlain an oplimal
capital structure to reduce the cost of capital. In arder to maintain or adjust the capital structurc, the Company may
adjust the amount of dividends paid to sharehalders, issues new shares and ather measures commensurating ta the
circumstances. The Board of Diregtors also monitors the level of dividends to ordinary shareholders.

37 FINANCIAL RISK MANAGEMENT

The Company's activities cxposc it to a varicty of financial risks: market risk (including farcign currency risk, intcrest
rale risk and olher price risk), cradil risk and liquidily risk. The Company’s overall risk managemenl programme
focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects on the
Company’s financial performance.

Risk management is carried out by a treasury department under policies approved by the Board of Directors. The
Lreasury deparlment idenlifligs, evaluales and hedges linancial risks. The Board provides wrillen principles lor overall
risk managermnent, as well as written policies covering specific arcas, such as forcign currency risk, interest rate risk,
credit risk, use of derivative financial instruments and nan-derivative financial instruments and investment of excess

liquidity.
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37.1 Market risk

a) Foreign currengy risk
Foreign currency risk is the risk that the fair value of the future cash flows of a financial instrument will fluctuate
because of changes in foreign exchange rates. Foreign currency risk arise on financial instruments that are
denominated in a currency other than the functional currency in which they arc measured.
The Company's exposure 1o foreign currency risk at the reporting date is as follows:
2012 2011
Rupees Us Dollar Rupces Us Dollar
Trade debts 92,926,579 986,482 310,276,801 3,670,077
Short term borrowing 115,838,230 1,229,705 (110,000,825) (1,778.336)
Accrued Mark Up on borrowinn 1,523,398 16,172 {1,035,172) 112,033)
Nect cxposurc 210,288,207 2,232,359 199,240,504 2.379.708
The following significant exchange rates have hean applied:
Average Rate Reportlng date rate
2012 2011 2012 2011
-------------- e RUP @€ S ) mmmmmmm e
Rs. against 1 US Dollar 88.79 86.01 94.2 / 94 85.85/ 86.05
Sensitivity Analysis
10% strengthening / weakening of Pak rupces against the following currcncics at the reporting date would have
increcased / (decreascd) profit before tax for the year by the amounts shown below. The analysis assurnes that all
olher variables, in parlicular inleresl rales, remain conslanl.
Effect on profit before tax 2012 2011
Rupees Rupzes
US Dollar 21,028,821 19,924,050
b) Interest rate risk

Interest rate risk is the risk that the fair value or future cash llows of a linancial instrument will lluctuate because
of changes in rnarkct intcrest rates. The Company’s interest rate risk ariscs from long term and short termn
borrowings. Borrowings issued at variable interest rates expose the Company to cash flow interest rate risk and
borrowings issued at fixed interest rates gives rise to fair value interest rate risk. Significant interest rate risk

exposuras are primarily managed by a suilable mix ol borrowings al lixed and vardahle inleresl rales.

At the reporting date the interest rate profile of the Company's interest bearing financial instruments is as follows:

2012 2011
Rupees Rupees
FInanclal assets
Term Deposit Receipts 6,216,534 6,216,584
Finangial liabilities
Long term Loans 27,483,521 49,479,345
Liabililies againsl assels subjecl lo linance lease 65,710,323 53,332,639

Shiort terrn finances
Bills payable under Ictter of credit

Sensltlvity analysls

3,762,375,066
1,404,948,353

3,373,595.170
2,032,147.368

5.250,522,263

5,518,651.522

A change of 1% in interest rates at the reporting date would have increcasced/ decrecased profit before tax for the
year by Lhe amounls shown below. This analysis assumaes Lhal all olher variables, in parlicular foreign currency

rales, remain conslanl.
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2012 2011
Rupees Rupeeas
Effect on Profit before tax 12,196,463 7,152,406

37.2 Credit risk

Credil rizk represenls Lhe risk Lhal one parly Lo a financial inslrumenl will cause a linancial loss lor Lhe olher parly
by failing to discharge an obligation. Credit risk arises trom deposits with banks, trade deposits, trade debts,
loans and advances, other receivables and interest receivable on deposits with banks.

Significant part of the sales of the Company occurs against letter of credit, thercfore, trade debts mainly arisc
from exporls. The Company helieves lhal il is nol exposed lo any specific credil risk in respecl of lrade debls.

The credit risk on liquid funds maintained with banks, as such banks chjoy rcasonably high credit rating.
Accordingly, managemaeril does nol expecl any courler parly lo [ail in meeling Lheir obligaliorn:s.

The carrying amounts of financial asscts (catcgory wisc) that represent Company's maximum credit exposurc as
al Lhe reporling dale are as [ollows!

2D12 2011
Rupees Rupees

Loans and receivables

Long terrn security deposit 1,946,645 1,946,645
Trade dcbts 125,640,071 313,196,248
| vans and advances 21,074,499 16,973,095
Trade deposits and prepayments 15,288,691 22,966,151
Olher receivahles 270,784,874 317,038,844
Tax refunds due from governrnent 79,093,357 67,722,615
Cash and bank balances 45,289,052 37,465,489

559,117,189 777,315,387

The maximurn exposure 1o credit risk for trade debts on geoagraphic basis as at the reporting date is as follows:

2012 2011
Rupees Rupees
Uniled Slale ol Amenca anc¢ Canada 25,374,149 101,973,993
Europc 67,552,430 199,985,269
Pakistan 32,713,492 2,913,447
Others - 8,317,539

125,640,071 313,196,248

The ageing of trade debts at the reporting date is as follows: 2012 2011
Rupccs Rupees
Not past due 124,652,797 290,376,021
Past due 0-60 days 771.555 22,820,227
Pasl due 61 and above 215,719 -
125,640,071 313,196,218

Based on past experience, the Company believes that no impairment is necessary against amounts past due by
61 days and above as the debtis duc fram forcign customers which arc sceured against Ietter of credit in favor of

lhe Company.
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Conmpany's bank balances can be assessed with reference to the following external credlit ratings as of January

01, 2012:

Bank

Allicd Bank Limited

Askari Bank | imited

Bank Al-Falah Limiled

Bank Islamic Pakistan Limited
Faysal Bank Limited

| lahilb Bank Limiled

Habib Mctropalitan Bank Limitced
JS Bank Limited

Meeczan Bark Limiled

National Bank of Pakistan
Standard Chartered Bank (Pakistan) Limited
Summil Bank Limiled

The Bank of Punjab

United Bank Limited

37.3 Ligquidity risk

Rating
agency

PACRA
PACRA
PACRA
PACRA
PACRA
JCR-VIS
PACRA
PACRA
JCR-VIS
JCR-VIS
PACRA
JCR-VIS
PACRA
JCR-VIS

Rating
Short term Long term

All AA
Al+ AA
Al+ AA
A1 A

Al+ AA
A-1+ AA+
Al+ AA+
A1l A

A-1+ AA-
A-1+ AAA
Al+ AAA
A-2 A

Al+ AA-
A-1+ AA+

Month of
Rating

July-11
June-11
June-11
Junc-11
June-11
June-11
Junc-11
July-11
June-11
Junc-11
June-11
April-11
Qctober-11
June-11

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. lhe
Conmpany’'s approach to managing liquidity is to ensure as far as possible to always have sufficient liquidity to
mect its liabilitics when due. Prudent liquidity risk management itnplies maintaining sufficicnt cash, marketable

securilies and lhe availabilily ol adequale credil lacililies.

maintaining flexibility in funding by keeping committed credit lines available.

Ilhe Company's lreasury deparlmenl aims al

The fallowing are the contractual maturities of financial liabilities, including estimated interest payments:

Finangial Liabilities
At Amortlzod Cost

Long larm loan [rom banks
Liabilities against assets
-subject to finance lease

[ 2012 |
Carrying Contractual Less Than More Than
Amount Cash Flows 01 Year 01 Year
Rupees
27,488,621 28,958,627/ 23,362,470 5,596,207
65,710,323 86,278,333 35,705,404 50,572,929
3.782.164, 373 3.782,164,373 3.782,164,373 -

Tradc and other payables
Accrued markup
Shorl lerm [linances

251,155,976
3./562,3/5,066

251,155,976
3,062,3/5,066

251,155,976
3.752.3/5,068

Finangcial Liabilities
At Amartized Cost

Long term loan from banks
Liahilitics against asscts
-subject to finance lease
Trade and olher payahles
Acerued markup

Short term finances

7.878,894.253 7.900,932,375 7.844,763,289 56,169,136
[ 2011 |
Carrying Contractual Less Than More Than
Amount Cash Flaws 01 Year 01 Year
Rupees
19,179,315 53,891,805 24,933,178 28,958,627
63,332,630 73,219,540 26,489,820 46,729,720
3.638.014,135 3,638,014,135 3.638,014,135 -
81,848,565 81,848,565 81.848.,565 -
3,373,595,170 3,373,595,170 3,373,595,170 -
7,206,269,854 7,220,569,215 7.144,380,368 75,688,347
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38 OPERATING SEGMENT
These financial slalements have been prepared on lhe basis ol a single reparlable segmenl.
Revenue from sale aof hame textile products represents 95.09% (2011 ; 99.76%) of the sales of the Campany.
96.99% (2011 : 97.84%) of the sales of the Company are made to foreign customers.
Al non-current assets of the Company at 30 June are located in Pakistan.
Five foreign customers of the Company's revenue cansist 69.17% (2011: 83.04%) of sales of the Company for
the year.
2012 2011
39 NUMBER OF EMPLOYEES Number Number
The total humber of employees at the end of the year 1,662 2,485
40 PLANT CAPACITY AND PRODUCTION
The production capacity of the plant can not be determined as it depends upon the process, the quality of the
cloth used for printing and cyeing, which may compuose of different kinds of fabrics and texture having different
conslruclion and weighls.
41 DATE OF AUTHORISATION FOR ISSUE
These financial statements were approved and authorized for issue in the Board of Directors’ meeting held on
Qctober 05, 2012.
42 CORRESPONDING FIGURES
Corresponding figures have beon rearranged and roclassified, whercver necessary, for the pumpose of
comparison and better presentation. Significant reclassification includes,
ACCUMULATED
| STATEMENT | NATURE | FROM | T0 | COST | DEPRECIATION | WDV |
Prnperty, Plant & Leased Sevwn'g & cutting Plant_,'Machlnery 15,443 334 3.152.891  7.200.443
Equipment Asset machines & equipments
Naseem A. Sattar Azim Ahmed
Chainman & CEQ Director
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Key Operating and Financial Data

Salcs and scrvices
Gross Profit

Prolil [om Operal ors
Profit before taxation

Prolil aller laxalion

7,556
(3,389)
(3,974)
(4,655)

(4,733)

1¢.482
1,340

733

10.827
1,320
AH3
209

99

Rupees in millicn

9,10’

5426

GB”

428

4,501
613

369

4,454

Property, plart and equipment
Lang lerm sceurily deposil
Net current assets

Totzl asscts employed
Repraseanted by:

Share Capital

Reserves

Shareholders" equity
Suplus cn “evaluation

-of fixed assets

Lang term Financ g
Deferred liabilities

Total capital cmployed

5,804 2,053 2,199 2,22/ 2,300 2,110 2,116
1.95 1.95 1.95 1.89 1.05 2.44 3.91
(4,703) (96) (334) (430) (401) (344) (287)
1,103 1,959 1,867 1793 1.800 1,769 1,863
134 134 96 96 96 o6 74
(3,599) 1,134 9650 869 831 799 540
(3,465) 1,268 1,056 965 927 895 714
4,322 515 555 555 555 391 391
193 120 206 232 387 458 736
53 57 50 1 31 75 27
1,103 1,959 1.867 1,793 1,200 1,769 1,863

Operating acfivities
Invasling acivilias
Financing activities

Cash & cash eouivalenls
-at beginning of the year

Gash & cash couivalents
-at end of the year

Dividerd (‘%age)
Debt-equity ratio

Debt
Fquity

Annual Report 2012

27 3 309 318 261 330 197

(99) (58) (148) (98) (108) (145 (16)

80 28 (133) (225) (95) (168) (147)
37 54 36 1 43 28 122
45 37 64 36 11 43 26

- - 7.5% 7.5% 7.5" 7.5% 7.5%
0.09 0.08 0.11 0.13 0.21 0.26 0.10
0.9 094 0.89 0.87 0.79 0.74 060
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PATTERN OF SHAREHOLDING AS AT JUNE 30, 2012

NUMBER OF SHARE HOLDERS SHARE HOLDERS TOTAL SHARES
508 1 - 100 16,110
125 101 - 500 21,580
17 501 - 1,000 12,195
17 1.001 - 100,000 114,509
11 100.001 -- 1.000.000 3,105,446
2 1.000.001 -- 3.000.000 2,624,548
1 3.000.001 - 8.000.000 7,515,162
681 TOTAL 13,409,550
Categories of Share Holders Number of Shares Held Percentage
Shareholders
1. INDIVIDUALS 667
Holding more than 10% -
Holding less than 10% 723,228 5.393%
2. FINANCIAL INSTITUTIONS 6
NATIONAL BANK OF PAK STAN-TRJSTZE DEPAR™MZN™ NI(U)T FUND 1,145.187 8.540%
NATIONAL BANK O PAK STAN 692,683 5.166%
TI IE BANK OF PUNJAB, TREASU=Y DIVISION 243,841 1.818%
FAYSAL BANK LIMITED 177,399 1.323%
NATIONAL INVESIMENT IRUST LIMITED 29, 450 0.220%
JEARL CAPITAL NANAGEMENT (PRUIVATZ) LIMITED 3 0.000%
3. INSURANCE COMPANY 1
STATF I IFF INSURANCF CORPORATION OF PAKISTAN 236,994 1.767%
4. HOLDING QF DIRECTQORS 7
VR NASE=MA. SAII AR 7,515,162 56.044%;
MS. ZARINA NASE=M 1,179,361 11.032%
VR AZ7IM AHMED 179,318 3.578%
VST. ADIANASFFM 328,322 2.448%
VIRS. SADAF NAD=FM 132,281 0.986%
VIRS. REENA AZIM 112,875 0.842%
VIR8. ASRA AMIR 112,875 0.842%
Total 681 13,409,550 100.000%
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PROXY FORM

L/ We

of

being member of AL-ABID SILK MILLS LIMITED, and holding Ordinary Shares as per

Share Register I'olio No.

hereby appoint Folio No.
or failing him Tolio No,
of

as my / our proxy in my/our absence to attend and vote for me / w- and on my / our behalf at the Annual

General Meeting ot the Company to be held on 27th October, 2012 and at any adjournment thereof.

Singed (his day of 2012

Reverue
Samp

(Signature should agree with the specimen signature regi-tered with the Company)

Note:  Proxics in order (0 be effective, must be received by the com pany not later than 48 hours before the meeting,.
A proxy should also be a member of the Company.



