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VISION AND MISSION STATEMENT

VISION STATEMENT

A modern dynamic industrial unit, 
which is a true model of socially 
responsible and professionally managed 
successful business enterprise.

MISSION STATEMENT

Ghazi Fabric International Ltd., strives to excel 
in the global competitive environment as the most 
progressive and quality-oriented company in terms 
of industry benchmarks, profitability and stake
holders interest. To realize our mission, we firmly 
believe in continuous process of balancing, 
modernization and replacement of our technology; 
commitment in developing innovative products, services 
and human resources; and the betterment of all those 
involved directly or indirectly with the company.
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STATEMENT OF ETHICS AND BUSINESS PRACTICES 
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st NOTICE  OF  21   ANNUAL GENERAL  MEETING.
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DIRECTOR REPORT

 
 

 2010 2009 

  
R u p e e s “000” 

Sales 
 

 3,827,201 3,061,957 

Operating profit 
 

 299,617 30,995 

Financial charges 
 

 (166,451) (161,632) 

Profit/ (loss) before tax 
 

 133,165 (130,636) 

Profit/ (loss) after tax  112,208 (153,967) 
 
Earning per share (EPS) Rs. 

  
3.44 

 
(4.72) 
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Lahore

September  24, 2010

 

 

 

For and on behalf of the Board

(Mohammad Arshad Chaudhry)

Chief Executive  
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 PATTERN OF SHAREHOLDING 
As At 30th June, 2010

    NUMBER OF               H  O  L  D  I  N  G  S T O T A L

SHAREHOLDERS FROM                TO SHARES HELD

                          1                      100                   58,944                        

                       101                  500                   1,814,689                   

                          
501

                  
1,000

                
340,388

                      

                          1,001               5,000                737,590                      

                            
5,001

               
10,000

              
372,902

                      

                            
10,001

             
15,000

              
155,400

                      

                              
15,001

             
20,000

              
161,088

                      

                              
20,001

             
25,000

              
71,700

                        

                              

25,001
             

30,000
              

85,100
                        

                              

30,001

             

35,000

              

68,500

                        

                              

35,001

             

40,000

              

75,475

                        

                              
40,001

             
45,000

              
43,400

                        

                              

65,001

             

70,000

              

68,000

                        

                              

95,001

             

100,000

            

100,000

                      

                              

105,001

           

110,000

            

106,000

                      

                              

120,001

           

125,000

            

124,500

                      

                              

145,001

           

150,000

            

150,000

                      

                              

300,001

           

305,000

            

301,400

                      

                              

875,001

           

880,000

            

877,200

                      

                              

945,001

           

950,000

            

946,324

                      

                              

3,220,001

        

3,225,000

         

6,447,000

                   

                              

3,225,001

        

3,230,000

         

3,230,000

                   

                              

16,295,001

      

16,300,000

       

16,300,000

                 

606  

3,974 

349
 

293  

48
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2
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1
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1

 

1

 

1

 

1

 

1

 

1

 

2

 

1

 

1

 

5,314 32,635,600
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CATEGORIES OF SHAREHOLDING

SL. NUMBER OF NUMBER OF

NO. CATEGORY NAME SHAREHOLDERS SHARES HELD PERCENTAGE 

1 INDIVIDUALS  -- 5275 15,949,437
          

48.8713

2 ICP Investment Corp. of Pakistan 1 14,900
                 

0.0457

3 CHIEF EXECUTIVE Mr. Mohammad Arshad Chaudhry 1 16,300,000
          

49.9455

4 DIRECTOR Mrs. Azra Yasmin 1 1,000

                   

0.0031

5    -DO- Mr. Kamran Arshad 1 1,000

                   

0.0031

6    -DO- Mr. Mohammad Tariq 1 1,000

                   

0.0031

7    -DO- Miss. Fareeha Arshad 1 1,000

                   

0.0031

8    -DO- Miss. Wajeeha Arshad 1 500

                      

0.0015

9    -DO- Mr. Rizwan Arshad 1 1,000

                   

0.0031

10 PUBLIC SECTOR COMPAINES Joint Stock Companies 25 211,363

               

0.6476

11 NON BANKING FINANCIAL INSTITUTIONS Investment Banks 3 27,100

                 

0.0830

12 INSURANCE COMPANIES 1 124,500

               

0.3815

13 MODARBAS 2 2,800

                   

0.0086

5,314

                    

32,635,600

          

100.0000

       NAME OF SHAREHOLDER NO. OF SHARES PERCENTAGE  %

  Mr. Mohammad Arshad Chaudhry 16,312,500

16,312,500

49.9455

49.9838

SHAREHOLDERS HOLDING TEN PERCENT OR MORE VOTING INTEREST IN THE COMPANY

Annual Report 2010



    

2010

3,093,333

205,108

30,996

3,827,202

3,378,485

448,717

299,617

112,208

1,406,574

158

1,406,732

68,590

732,389

19,371

1,069,371

249,021

912,210

122,819

262,746

1,297,775

228,404

1,001,682

12

SUMMARY OF LAST SIX YEARS FINANCIAL RESULTS
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STATEMENT OF VALUE ADDITION

Value Added

Sales

Less: Manufacturing, Administration and General Expenses

Other Income

Total Value Added

Distribution

Employees:

Salaries and wages

Government:

Corporate Tax

Development surcharge

Lenders:

Markup on Loans

Retained In Business:

Depreciation

Profit / (loss) 

Total Value Added

Distribition

Employees

Government

Lenders

Depreciation

Retained in business

Annual Report 2010

         

         

           

               

           

           

           

2010 2009

Rupees

 3,827,201,634 3,093,333,451       

3,154,744,237 2,693,847,619

672,457,397 399,485,832          

3,587,817 1,601,946

676,045,214 401,087,778

246,797,581            226,565,265          

157,824,356            153,371,690 

138,258,139            149,038,799 

112,207,826            (153,966,621)        

250,465,965 (4,927,822)            

676,045,214 401,087,778

36.51% 56.49%

3.49% 6.50%

23.35% 38.24%

20.45% 37.16%

16.60% -38.39%

100.00% 100.00%

20,957,312              23,330,453 

2,663,970                2,748,192            

23,621,283              26,078,645 

             

               

             

           

           

           

Percentage

2010 2009
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STATEMENT OF COMPLIANCE WITH THE CODE OF CORPORATE 
GOVERNANCE FOR THE YEAR ENDED JUNE 30, 2010
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Lahore 

September  24, 2010

 

 

For and on behalf of the Board

(Mohammad Arshad Chaudhry)

Chief Executive  
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QADEER & COMPANY
CHARTERED ACCOUNTANTS
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QADEER AND COMPANY 
CHARTERED ACCOUNTANTS
NAWAZ KHAN FCA

We have reviewed the statement of compliance with the best practices contained in the Code of 

Corporate Governance as applicable to the company for the year ended June 30, 2010 prepared by 

the Board of Directors of Ghazi Fabrics International Limited (“the Company”) to comply with 

the Listing Regulations of the respective Stock Exchanges, where the Company is listed.

The reasonability for the compliance with the Code of Corporate Governance is that of the Board of 

Directors of the company. Our responsibility is to review, to the extent where such compliance can be 

objectively verified, whether the statement of compliance reflects the status of the company's 

compliance with the provisions of the Code of Corporate Governance and report if it does not.  A 

review is limited primarily to inquiries of the company personnel and review of various documents 

prepared by the company to comply with the Code.

As part of our audit of financial statements we are required to obtain an understanding of the 

accounting and internal control system sufficient to plan the audit and develop an effective audit 

approach. We have not carried out any special review of the internal control system to enable us to 

express an opinion as to whether the Boards statement on internal control covers all controls and the 

effectiveness of such internal controls, the company’s corporate governance procedures and risks.

Further, listing regulations of the Stock Exchanges, where the company is listed, requires the company 

to place before the board of directors for their consideration and approval of related party 

transactions distinguishing between transactions carried out on terms equivalent to those that prevail 

in arm’s length transactions and transactions which are not executed at arm’s length price, recording 

proper justification for using such alternate pricing mechanism. Further all such transactions are also 

required to be separately placed before the audit committee. We are only required and have ensured 

compliance of requirement to the extent to the extent of approval of related party transactions by 

the Board of Directors and placement of such transactions before the audit committee.

We have not carried out any procedures to determine whether the related party transactions were 

undertaken at arm’s length price or not.

Based on our review, nothing has come to our attention which causes us to believe that the statement 

of compliance does not appropriately reflect the Company's compliance, in all material respects, with 

the best practices contained in the Code of Corporate Governance as applicable to the company for 

the year ended June 30, 2010.

Lahore

September  24, 2010 

AUDITORS’ REVIEW REPORT TO THE MEMBERS
On Statement of Compliance with Best Practices of the Code of

Corporate Governance
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Financial Statements 
For the year ended June 30, 2010
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QADEER & COMPANY
CHARTERED ACCOUNTANTS
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QADEER AND COMPANY 
CHARTERED ACCOUNTANTS
NAWAZ KHAN FCA

We have audited the annexed Balance Sheet of Ghazi Fabrics International Limited (“the 

Company”) as at June 30, 2010 and the related Profit and Loss Account, Statement of comprehensive 

income, Cash Flow Statement and Statement of changes in equity, together with the notes forming part 

thereof, for the year then ended and we state that we have obtained all the information and explanations 

which, to the best of our knowledge and belief, were necessary for the purposes of our audit.

It is the responsibility of the company's management to establish and maintain a system of internal control, 

and prepare and present the above said statements in conformity with the approved accounting standards 

and the requirements of the Companies Ordinance, 1984. Our responsibility is to express an opinion on 

these statements based on our audit.

We conducted our audit in accordance with the auditing standards as applicable in Pakistan. These 

standards require that we plan and perform the audit to obtain reasonable assurance about whether the 

above said statements are free of any material misstatement. An audit includes examining, on a test basis, 

evidence supporting the amounts and disclosures in the above said statements. An audit also includes 

assessing the accounting policies and significant estimates made by management, as well as, evaluating the 

overall presentation of the above said statements. We believe that our audit provides a reasonable basis for 

our opinion and, after due verification, we report that:-

(a) in our opinion, proper books of account have been kept by the company as required by the 

Companies Ordinance, 1984;

(b) in our opinion:

(i)  the balance sheet and profit and loss account together with the notes thereon have 

been drawn up in conformity with the Companies Ordinance, 1984 and are in 

agreement with the books of account and are further in accordance with accounting 

policies consistently applied except for the changes as described in note 3.23 to the 

financial statements, with which we concur;

(ii) the expenditure incurred during the year was for the purpose of the company's 

business; and

(iii) the business conducted, investments made and the expenditure incurred during the 

year were in accordance with the objects of the company;

(c   ) in our opinion and to the best of our information and according to the explanations given to us,  

the Balance Sheet, Profit and Loss Account, Statement of comprehensive income, Cash Flow 

Statement and statement of changes in equity together with the notes forming part thereof, 

conform with the approved accounting standards as applicable in Pakistan, and give the 

information required by the Companies Ordinance, 1984, in the manner so required and 

respectively give a true and fair view of the state of the company's affairs as at June 30, 2010 and of 

the profit, comprehensive income, its cash flows and changes in equity for the year then ended; and

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

Lahore

September  24, 2010 

AUDITOR’S REPORT TO THE MEMBERS 



CHIEF EXECUTIVE DIRECTOR

2010 2009

Note

Share Capital and Reserves

Authorized capital

40,000,000 (2009: 40,000,000) ordinary
shares of Rs. 10 each 400,000,000

     
400,000,000

        

Issued, subscribed and paid up capital 4 326,356,000
     

326,356,000
        Accumulated loss (460,503,108)

    
(590,572,916)

      (134,147,108)
    

(264,216,916)
      

Surplus on Revaluation of Property, 

Plant and Equipment 5 203,776,515

     

228,219,043

        Non Current Liabilities

Long term financing 6 1,001,682,731

   

1,300,545,337

     Deferred liabilities 7 112,712,553

     

101,958,638

        
1,114,395,285

   

1,402,503,975

     Current Liabilities

Trade and other payables 8 197,481,836

     

134,680,059

        
Accrued interest / mark up 9 26,970,103

       

35,092,918

         
Short term borrowings 10 912,209,911 859,275,549

        
Current portion of long term financing 6 122,818,866

     

136,334,930

        

Provision for taxation 11 38,294,764

       

11,648,838

         
1,297,775,480

   

1,177,032,294

     
Contingencies and Commitments 12 -

                  

-

                     
2,481,800,171

   

2,543,538,396

     

ASSETS

Non Current Assets

Property, plant and equipment 13 1,406,573,950

   

1,530,187,688

     

Capital work in progress 14 157,700

            

-

                     

1,406,731,650

   

1,530,187,688

     

Long term deposits 5,697,180

         

5,697,180

           

1,412,428,830

   

1,535,884,868

     

Current Assets

Stores, spares and loose tools 15 68,589,843

       

53,855,133

         

Stock in trade 16 732,389,073

     

733,462,685

        

Trade debts 17 189,740,745

     

175,771,418

        

Loans and advances 18 36,684,890

       

21,861,010

         

Trade deposits and short term prepayments 19 924,340

            

2,137,643

           

Other receivables 20 1,378,113

         

4,629,907

           

Sales tax refundable 20,292,976

       

8,314,688

           

Cash and bank balances 21 19,371,361

       

7,621,043

           

1,069,371,341

   

1,007,653,528

     

2,481,800,171

   

2,543,538,396

     

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

RupeesCAPITAL AND LIABILITIES
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BALANCE SHEET
AS AT JUNE 30, 2010
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CHIEF EXECUTIVE DIRECTOR

2010 2009

Note

Sales - Net 22 3,827,201,634

      

3,093,333,451

     

Cost of goods sold 23 (3,378,484,688)

     

(2,888,224,510)

    

448,716,946

         

205,108,941

       

Operating expenses:

- Selling and distribution costs 24 74,107,655

           

100,521,185

       

- Administrative and general expenses 25 54,162,977

           

49,486,873

         

- Other operating charges 26 24,417,147

           
25,706,921

         

152,687,779
         

175,714,979
       

296,029,167
         

29,393,962
         

Other operating income 27 3,587,817 1,601,946           

Porfit from operation 299,616,984         30,995,908         

Finance cost 28 166,451,845
         

161,632,076
       

Profit / (loss) before taxation 133,165,139

         
(130,636,168)

      
Taxation 29 (20,957,312)

         

(23,330,453)

        Profit / (loss) for the year 112,207,826

         

(153,966,621)

      
Earning per share - basic 30 3.44

                    

(4.72)

                  

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

Gross Profit

Rupees

GHAZI FABRICS INTERNATIONAL LIMITED
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PROFIT AND LOSS ACCOUNT 
FOR THE YEAR ENDED JUNE 30, 2010
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CHIEF EXECUTIVE DIRECTOR

Profit / (loss) for the year

Other comprehensive income
 

Total comprehensive income for the year

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

2010 2009

Note

112,207,826
         

(153,966,621)
      

-
                      

-
                   

112,207,826

         

(153,966,621)

      

Rupees

22

STATEMENT OF COMPREHSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2010
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CHIEF EXECUTIVE DIRECTOR

2010 2009

CASH FLOW FROM OPERATING ACTIVITIES

Profit/(loss) before taxation 133,165,139
      

(130,636,168)
     

Adjustments for:
- Depreciation 138,258,138 149,038,799

- Gain/(loss) on disposal of property, plant and equipment (78,741)
             

3,913,672
          

- Provision for gratuity 10,531,399
        

8,130,615
          

- Finance cost 166,451,845
      

161,632,076
      

315,162,642
      

322,715,162
      

Operating profit before working capital changes 448,327,780
      

192,078,994
      

(Increase) / decrease in current assets:

- Stores, spares and loose tools (14,734,710)       (19,153,439)       

- Stock in trade 1,073,613          (151,160,863)     

- Trade debts (13,969,327)       (56,104,683)       

- Loans and advances (3,761,589)        11,093,176        

- Trade deposits and short term prepayments 1,213,303          (175,321)           

Other receivables 3,251,796          1,174,940          

- Sales tax refundable (11,978,288)       3,114,197          

Increase / (decrease) in current liabilities:
- Trade and other payables 62,802,093        19,833,528        

23,896,891        (191,378,465)     

Cash generated from operations 472,224,671      700,529            

Income tax paid / deducted (22,711,130)       (21,291,052)       
Gratuity paid (6,109,316)        (4,430,674)        
Finance cost paid (174,574,661)     (149,337,725)     
Net cash generated from/used in operating activities 268,829,565      (174,358,922)     

CASH FLOW FROM INVESTING ACTIVITIES

Property, plant and equipment purchased (14,655,659)       (25,951,603)       
Capital work in progress (157,700)           (7,874,017)        
Proceeds from disposal of property, plant and equipment 90,000 1,120,692
Net cash used in investing activities (14,723,359)       (32,704,928)       

CASH FLOW FROM FINANCING ACTIVITIES
Repayment of long term financing (129,668,302)     (12,388,000)       
Payment of long term security deposits -

                   
(5,207,100)

        
Loan from directors and others - net (182,710,368)

     
84,215,019

        
Due to associated undertakings 17,088,738

        
39,602,971

        
Short term borrowings 52,934,362

        
101,482,985

      
Dividend paid (316)

                 
-

                   
Net cash used in financing activities (242,355,886)

     
207,705,875

      

Net decrease in cash and cash equivalents 11,750,320
        

642,025
            Cash and cash equivalents at the beginning of the year 7,621,043

          
6,979,018

          
Cash and cash equivalents at the end of the year 19,371,362

        
7,621,043

          

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

Rupees

GHAZI FABRICS INTERNATIONAL LIMITED
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STATEMENT OF CASH FLOWS 
FOR THE YEAR ENDED JUNE 30, 2010
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CHIEF EXECUTIVE DIRECTOR
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STATEMENT OF CHANGES IN EQUITY 
FOR THE YEAR ENDED JUNE 30, 2010

Share Accumulated

Capital Loss Total

Balance as at June 30, 2008 326,356,000
    

(459,178,896)
  

(132,822,896)
  

Net loss for the year -
                 

(153,966,621)
  

(153,966,621)
  

Transfer from surplus on revaluation of property, plant and 
equipment in respect of incremental depreciation (net of

deferred tax) charged during the year -                 20,039,654     20,039,654     

Surplus realized on disposal of property, plant and 
equipment - Net of deferred tax -                 2,532,947       2,532,947       

Balance as at June 30, 2009 326,356,000    (590,572,916)  (264,216,916)  

Net profit for the year -                 112,207,826    112,207,826    

Transfer from surplus on revaluation of property, plant and 
equipment in respect of incremental depreciation (net of

deferred tax) charged during the year -
                 

17,861,982
     

17,861,982
     

Balance as at June 30, 2010 326,356,000

    
(460,503,108)

  
(134,147,108)

  

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

Rupees
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1 REPORTING ENTITY

2 BASIS OF PREPARATION

2.1 Statement of compliance

2.2 Basis of measurement

2.3

2.3.1

2.3.2

2.3.3 Fair value of financial instruments having no active market

Significant management estimates in these financial statements relate to the useful life of property, plant

and equipment, provisions for doubtful receivables, slow moving inventory and taxation. However, the

management believes that the change in outcome of estimates would not have a material effect on the

amounts disclosed in the financial statements.

Judgment made by management in the application of approved standards as applicable in Pakistan that

have significant effect on the financial statements and estimates with a risk of material adjustment in

subsequent year are as follows;

The management of the Company reassesses useful lives, depreciation method and rates for

each item of property, plant and equipment annually by considering expected pattern of

economic benefits that the Company expects to derive from that item.

Recoverable amount of assets/ cash generating units

These accounts have been prepared under the historical cost convention except for certain financial

instruments at fair value and certain items of property, plant and equipment that are stated at revalued

amounts. In these financial statements, except for the amounts reflected in the cash flow statement, all

transactions have been accounted for on accrual basis.

Judgment, estimates and assumptions

Depreciation method, rates and useful lives of property, plant and equipment

The management of the Company reviews carrying amounts of its assets and cash generating

units for possible impairment and makes formal estimates of recoverable amount if there is any

such indication.

Fair value of financial instruments having no active market is determined using discount cash flow
analysis after incorporating all factors that market participants would consider in setting a price
and using inputs that reasonably represent market expectations and measures of the risk-return
factors inherent in the financial instrument.

Ghazi Fabrics International Limited ("the Company") was incorporated in Pakistan on April 30, 1989 as a Private

Limited Company and converted into Public Limited Company on January 07, 1990. Its shares are quoted on

Karachi and Lahore Stock Exchanges. The main activities of the Company are textile manufacturing, production of

cotton and P.C. yarn and grey cloth that are marketed both within and outside Pakistan. The registered office of the

Company is situated at 8-C, E-III, Gulberg III, Lahore.

These financial statements have been prepared in accordance with approved accounting standards as

applicable in Pakistan and the requirements of the Companies Ordinance, 1984. Approved accounting

standards comprise of such International Accounting Standards as notified under the provisions of the

Companies Ordinance, 1984. Wherever the requirements of the Companies Ordinance, 1984 or directives

issued by the Securities and Exchange Commission of Pakistan differ with the requirements of these

standards, the requirements of the Companies Ordinance, 1984 or the requirements of the said directives

take precedence.

The preparation of financial statements in conformity with IASs as applicable in Pakistan requires

management to make judgments, estimates and assumptions that affect the application of policies and

reported amounts of assets, liabilities, income and expenses. The estimates and related assumptions are

based on historical experience and various other factors that are believed to be reasonable under the

circumstances the results of which form the basis of making the judgements about the carrying values of

assets and liabilites that are not readily apparent from other sources, actual results may differ from the

estimates. The estimates and related assumptions are reviewed on an ongoing basis. Accounting estimates

are revised in the period in which such revisions are made and in any future periods affected.

GHAZI FABRICS INTERNATIONAL LIMITED
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2.3.4 Taxation

2.3.5 Provisions

2.3.6

2.4 Functional currency

3

3.1 Ordinary share capital

3.2

3.3 Employee benefits

Defined benefit plan

2010 2009

Discount rate 12% 12%
Expected rate of salary increase in future years 11% 11%

Average expected remaining working life time of employees 4 years 4 years
Actuarial valuation method

3.4 Borrowings

Items included in the financial statements are prepared using the currency of the primary economic

environment in which the company operates i.e Pak Rupees which is the Company's functional currency.

Projected unit credit method

These are recognized initially at fair value less attributable transaction cost. Subsequent to initial

recognition, these are stated at amortized cost with any difference between cost and redemption value

being recognized in the profit and loss over the period of the borrowings on an effective interest basis.

The Company takes into account income tax law and decisions taken by appellate authorities.

Instances where the Company's view differs from the view taken by tax department at the

assessment stage and where the Company considers that its view of items of material nature is in

accordance with law, the amounts are shown as contingent liabilities.

Provisions are based on best estimate of the expenditure required to settle the present obligation

at the reporting date, that is, the amount that the Company would rationally pay to settle the

obligation at the reporting date or to transfer it to a third party.

Surplus/ deficit arising on revaluation of property, plant and equipment

Surplus arising on revaluation of items of property, plant and equipment is credited directly to the equity

after reversing deficit relating to the same item previously recognized in profit and loss, if any. Deficit

arising on revaluation is recognized in profit and loss after reversing the surplus relating to the same item

previously recognized in equity, if any. An amount equal to incremental depreciation, being the difference

between the depreciation based on revalued amounts and that based on the original cost, net of deferred

tax, if any, is transferred from surplus on revaluation of property, plant and equipment to accumulated

profit and loss every year.

SIGNIFICANT ACCOUNTING POLICIES

Ordinary share capital is recognized as equity. Incremental costs directly attributable to the issue of

ordinary shares are recognized as deduction from equity.

The Company operates an unfunded gratuity scheme covering its permanent employees. Employees are

eligible for benefits under this scheme after the completion of a prescribed qualifying period of service. The

latest actuarial valuation was carried out as at June 30, 2010. Charge for the current year is based on

estimates provided by the actuary as at June 30, 2010. The following significant assumptions were used in

the latest actuarial valuation:

Revaluation of property, plant and equipment

Revaluation of property, plant and equipment is carried out by independent professional valuers.

Revalued amounts of non-depreciable items are determined by reference to local market values

and that of depreciable items are determined by reference to present depreciated replacement

values.

The accounting policies set out below have been applied consistently to all periods presented in the financial

statements.
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3.5 Provisions

3.6 Taxation

Current

Deferred

3.7 Trade and other payables

3.8 Trade and other receivables

3.9 Property, plant and equipment

3.1 Capital work in progress

3.11 Impairment

3.12 Stores, spares and loose tools

Maintenance and normal repairs are charged to income as and when incurred. Major renewals and

improvements are capitalized. Gain or loss on disposal of property, plant and equipment, if any, is shown in

the profit and loss account.

A provision is recognized in the balance sheet when the Company has a legal or constructive obligation as a

result of a past event and it is probable that an outflow of economic benefits will be required to settle the

obligation and a reliable estimate of the amount can be made.

Property, plant and equipment are stated at cost less accumulated depreciation except freehold land that is

stated at revalued amount. Buildings, plant and machinery and grid station and generators are stated at

revalued amounts less accumulated depreciation. Cost of property, plant and equipment consists of

historical cost, revalued amount, borrowing costs pertaining to the erection / construction period and other

directly attributable costs incurred to bring the assets to their working condition. 

Depreciation on property, plant and equipment has been provided for using the reducing balance method

at the rates specified in Note 14. Depreciation on additions is charged from the month in which the asset

was available for use upto the month in which the asset was disposed off.

The charge for taxation for the year is based on taxable income at the current rates of taxation after taking

into account tax rebates and credits available, if any. 

These are valued at lower of moving average cost and net realizable value. Items in transit are valued at

cost comprising invoice value plus incidental charges paid thereon.

Deferred tax is accounted for using the balance sheet liability method in respect of all temporary differences

arising from differences between the carrying amount of assets and liabilities in the financial statements

and the corresponding tax bases used in the computation of the taxable profit. Deferred tax liabilities are

generally recognized for all taxable temporary differences and deferred tax assets, as required by IAS - 12

(Income Taxes), are recognized to the extent of potential available taxable profit against which temporary

differences, unused tax losses and tax credits can be utilized.

The management reviews the market value of revalued assets at each balance sheet date to ascertain

whether the fair value of revalued assets have differed materially from the carrying value of such assets,

thus necessitating further revaluation.

Trade and other receivables are recognized initially at fair value and subsequently measured at amortized

cost less impairment loss, if any.

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

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

Capital work in progress in stated at cost less identified impairment loss, if any, and includes the

expenditures on material, labour and appropriate overheads directly relating to the construction, erection or

installation of an item of property, plant and equipment. These costs are transferred to property, plant and

equipment as and when related items become available for intended use.

Carrying amounts of the Company's assets are reviewed at each balance sheet date to determine whether

there is any indication of impairment. If any such indication exists, the asset's recoverable amount is

estimated and impairment loss is recognized in the profit and loss account.

GHAZI FABRICS INTERNATIONAL LIMITED
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3.13 Stock in trade

These are valued at lower of cost or net realizable value and cost is determined by using following basis:

Raw materials - At weighted average cost.
Work in process - At annual average material cost plus appropriate manufacturing costs.

Finished goods - At average manufacturing cost.
Wastes - At net realizable value.

3.14 Cash and cash equivalents

3.15 Financial instruments

3.16 Foreign currency translation

3.17 Related party transactions

3.18 Revenue recognition

- Local sales are recorded on dispatch of goods to customers.

- Export sales are recorded at the time of receipt of bill of lading.

3.19 Borrowing costs

3.2 Dividends

Dividend is recognized as a liability in the period in which it is declared.

3.21 Government grants

Costs in relation to work in process and finished goods represent annual average costs which consist of

prime costs and appropriate manufacturing overheads.

Net realizable value signifies the estimated selling price at which goods in stock could be currently sold less

any further costs that would be incurred to complete the sale.

Financial instruments are recognized when the Company becomes a party to the contractual provisions of

the instrument. It ceases to recognize financial assets when it loses control of contractual rights and in case

of financial liability when the liability is extinguished. Any gain or loss on subsequent remeasurement /

derecognition is charged to income.

Government grants are recognized initially as deferred income when there is reasonable assurance that

they will be received and that the Company will comply with the conditions associated with the grant.

Subsequent to initial recognition grants related to assets are recognized in profit and loss on a systematic

basis over the useful life of the assets whereas grants relating to income are recognized in profit and loss

on a systematic basis in the same period in which related expenses are recognized. Grants that compensate

the Company for expenses or losses already incurred are recognized in profit and loss in the period in which

these become receivable.

Assets and liabilities in foreign currency are stated in Pak Rupees at the rates of exchange ruling on the

balance sheet date or rate of exchange fixed under contractual agreements. Transactions in foreign

currency are translated at the exchange rate prevailing at the date of transaction. All exchange differences

are included in the profit and loss account.

A financial asset and financial liability is offset and the net amount is reported in the balance sheet if the

Company has a legally enforceable right to set-off the recognized amounts and intends either to settle on a

net basis or to realize the asset and settle the liability simultaneously.

Borrowing costs are charged to income as and when incurred except to the extent of costs directly

attributable to the acquisition, construction or production of qualifying assets that are capitalized as part of

the cost of asset.

Cash and cash equivalents are carried in the balance sheet at cost. For the purpose of cash flow statement,

cash and cash equivalents comprise cash in hand and cash with banks in current and saving accounts.

Transactions with related parties are based on the transfer pricing policy that all transactions between the

Company and the related party or between two or more segments of the Company are at arm's length

prices using the comparable uncontrolled price method except in circumstances where it is in the interest of

the Company not to do so.
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3.22

3.23

3.24 Standards and interpretations that became effective but not relevant to the Company

IFRS 3

IAS 23
IAS 27

IAS 32
IAS 39

IFRIC 15
IFRIC 16
IFRIC 17

IFRIC 18

3.25

IAS 24
IAS 32

IFRS 2

IFRIC 14

IFRIC 19

IAS 19 - The Limit on a Defined Benefit Asset, Minimum 

Funding Requirements and their Interactions 
Extinguishing Financial Liabilities with Equity Instruments

February 01, 2010

July 01, 2010
January 01, 2010

Related Party Disclosures (Revised) January 01, 2011

January 01, 2010

Financial Instruments: Presentation - Amendments 

relating to Classification of Right Issue
Share-based Payment: Amendments relating to Group 

Cash - Settled Share-based Payment Transactions

The Company expects that the adoption of the above revisions, amendments and interpretations of the standards 

will not effect the Company's financial statements in the period of initial application except for the implication of IAS 

24 - Related Party Disclosures (revised), which may effect certain disclosures.

Financial Instruments: Recognition and Measurement (Amended)

Agreements for the Construction of Real Estate
Hedges of a Net Investment in a Foreign Operation

Standards and interpretations issued but not yet effective for the current financial year 

The following are the standards and interpretations which have been issued but are not yet effective for the 

current financial year:

Distributions of Non-cash Assets to Owners

Diluted EPS is calculated by adjusting basic EPS by the weighted average number of ordinary shares that

would be issued on conversion of all dilutive potential ordinary shares into ordinary shares and post-tax

effect of changes in profit and loss attributable to ordinary shareholders of the Company that would result

from conversion of all dilutive potential ordinary shares into ordinary shares.

Basic EPS is calculated by dividing the profit and loss attributable to ordinary shareholders of the Company

by the weighted average number of ordinary shares outstanding during the period.

Changes in accounting policies and disclosures

Earning per share (EPS)

Financial Instruments (Amended for Puttable instruments and obligations arising on liquidation)

IFRS - "Financial Instruments: Disclosures" (Amendments)

IAS 1 - Presentation of Financial Statements (Revised)
IFRS 7 -  Financial Instruments : Disclosures (Amended)

The following standards ( revised or amended) and interpretations became effective for the current

financial year but are either not relevant or do not have any material effect on the financial statements of 

Business Combinations (Revised)

Effective for 

periods beginning 

on or after

IAS 1 - "Presentation of Financial Statements"

Transfers of Assets from Customers

The revised IAS 1 was issued in September 2007 and became effective for financial years beginning on or

after January 01, 2009. The revised standard separates owner and non-owner changes in equity. The

statement of changes in equity includes only details of transactions with owners, with non-owner changes

in equity presented as a single line. In addition, the standard has introduced a statement of comprehensive

income, which presents all items of recognised income and expenses, either as a single statement, or in

two linked statements. The Company has opted to present two linked statements and accordingly has

presented a separate statement of comprehensive income in these financial statements. Comparative

figures have also been re-presented to bring in conformity with the revised standard.

The amended standard, which became effective for the financial years starting on or after January 01, 

Borrowing Costs (Revised)
Consolidated and Separate Financial Statements (Revised)

During the year, the Company has adopted the following new and amended IFRSs as of July 01, 2009

which has resulted in extended disclosures as described below:

GHAZI FABRICS INTERNATIONAL LIMITED
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4 ISSUED, SUBSCRIBED AND PAID UP CAPITAL

2010 2009 2010 2009
            No. of shares

                

326,356,000

        

326,356,000

      

There is no movement in ordinary share capital of the Company during year.

5 SURPLUS ON REVALUATION OF PROPERTY,
PLANT AND EQUIPMENT

Land - freehold 31,521,323

          

31,521,323

        

Buildings on freehold land 45,693,474

          
49,243,518

        

Plant and machinery 150,772,324
        

169,770,089
      

Grid station and generators 231,922
              

256,714
             

228,219,043
        

250,791,644
      

Incremental depreciation on revalued property, plant and equipment  
during the year - transferred to retained earnings (17,861,982)         (20,039,653)       

Change in revaluation surplus due to change in local sales proportion (6,580,546)          -                   
Adjustment relating to property, plant and equipment disposed 

off during the year -
                     

(2,532,948)
         203,776,515

        
228,219,043

      
5.1

6 LONG TERM FINANCING 2010 2009

Loan from banking companies - Secured NOTE

Habib Bank Limited:

- Term finance - II 6.01 76,923,077 100,000,000
- State Bank of Pakistan's LTF-EOP scheme 6.02 -

                    

31,772,322

        

76,923,077

          

131,772,322

      

United Bank Limited:
- NIDF - I 6.03 1,843,556

            

2,765,332

          

- NIDF - II 6.04 -

                    

35,000,000

        

- NIDF - IV 6.05 54,000,000

          

63,000,000

        

- NIDF - V 6.06 73,333,333

          

80,000,000

        

- State Bank of Pakistan's LTF-EOP scheme-1 6.07 65,195,560

          

76,061,486

        

- State Bank of Pakistan's LTF-EOP scheme-11 6.08 98,917,504 111,282,192
293,289,953

        

368,109,010

      

Less: Current portion (122,818,866)

       

(136,334,930)

     

247,394,164

        

363,546,402

      

Loan from related parties - Unsecured
Loan from directors and others 6.09 754,288,567

        

936,998,935

      

1,001,682,731

      

1,300,545,337

    

6.01 Term finance - II

Opening balance 100,000,000

        

-

                   

Finance obtained during the year -

                     

100,000,000

      

Payments made during the year (23,076,923)

         

-

                   

76,923,077

          

100,000,000

      

6.02 State Bank of Pakistan's LTF-EOP scheme
Opening balance 31,772,322 63,544,647

Payments made during the year (31,772,322) (31,772,325)
- 31,772,322

Rupees 

The revaluation was carried out as at September 30, 1998 by M/s Unicorn International Surveyors on the

basis of market, replacement and current values and was certified by an independent firm of Chartered

Accountants that resulted in revaluation surplus of Rs. 978.123 million.

This loan has been created by converting an amount of Rs. 190.634 million from outstanding Demand

Finance-V.This is payable in six equal half yearly installmentsand carries mark up @ 6% per annum . This

loan has been fully paid.  

Rupees 

Loans from Habib Bank Limited are secured against first pari passu equitable mortgage of property, plant 

This term finance is created for reducing the running finance facility by Rs. 50 million. It is payable in

thirteen equal quarterly installments commencing from October 31, 2009 and carries mark up at three

months KIBOR plus 2.5% per annum payable on quarterly basis.

Ordinary shares of Rs. 10 each 

32,635,600 fully paid in cash
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2010 2009

6.03 NIDF - I

Opening balance 2,765,332 3,687,108

Payment made during the year (921,776) (921,776)
1,843,556 2,765,332

6.04 NIDF - II

Opening balance 35,000,000

          

70,000,000

        

Payments made during the year (35,000,000)

         

(35,000,000)

       

-

                     

35,000,000

        

6.05 NIDF - IV
Opening balance 63,000,000

          

60,924,600

        

Finance obtained during the year 2,075,400

          

63,000,000

          

63,000,000

        

Payments made during the year 9,000,000

            

-

                  

54,000,000

          

63,000,000

        

6.06 NIDF - V
Opening balance 80,000,000

          
-

                  

Finance obtained during the year -
                     

80,000,000
        

80,000,000
          

80,000,000
        

Payments made during the year 6,666,667            -                  

73,333,333          80,000,000        

6.07 State Bank of Pakistan's LTF - EOP scheme -1
Opening balance 76,061,486

          
86,927,412

        Finance obtained during the year - -
76,061,486

          

86,927,412

        
Payments made during the year (10,865,926)

         

(10,865,926)

       65,195,560

          

76,061,486

        

6.08 State Bank of Pakistan's LTF - EOP scheme-11
Opening balance 123,646,880

      

Finance obtained during the year

                     

-

                  

        

123,646,880

      

Payments made during the year 

         

(12,364,688)

       
          

111,282,192

      

6.09

Rupees 

This loan has been provided by the chief executive of the Company and others for the repayment of long

term loans and working capital requirements of the Company. The loan is unsecured and interest free. The

terms of repayment have yet not been finalized due to the subordination loan agreement of Rs. 676.00

million (2009: Rs. 620.00 million) with Habib Bank Limited and United Bank Limited.

This loan was created to retire the letters of credit established to facilitate the import of gas engines and is

repayble in seven equal half yearly installment starting from June 2010 . It carried mark up at six months

KIBOR plus 1.50% per annum payable on quarterly basis.

This loan has been obtained under SBP-LTF-EOP scheme This is payable in 12 equal half yearly

installments commencing from October 08, 2007 and carries mark up @ 7% per annum. 

Loan from UBL are secured against first pari passu equitable mortgage of property plant and equipment of

the Company valuing Rs. 885 million and personal guarantee of chief executive and one director of the

Company.

This loan has been created by converting an amount of Rs. 130.391 million from outstanding NIDF - I. This

is payable in 12 equal half yearly installments and carries mark up @ 7% per annum.

This loan was created to retire the running finance facility to Rs. 20 million .It carried mark up at six months

KIBOR plus 1.50% per annum. It is payable on twelve equal quarterly installments commencing from March

2010.

Demand finance - I has been created to facilitate the addition of looms. The finance is payable in ten half

yearly installments with a grace period of two years from first draw down of loan with first installment due

on November 04, 2007. It carries mark up at six months KIBOR plus 1.50% per annum payable on

quarterly basis. . During the year 2007, an amount of Rs. 130.391 million was converted into LTF - EOP

loan under the scheme of State Bank of Pakistan.

Demand finance - II has been created for re-profiling of short term facilities of Habib Bank Limited. The

finance is payable in ten equal half yearly installments commencing from August 09, 2005 and carries mark

up at six months KIBOR plus 1.50% per annum payable on quarterly basis. This loan has been fully paid.

111,282,192

        

-

111,282,192
(12,364,688)
98,917,504
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6.09

2010 2009

7 DEFERRED LIABILITIES NOTE

Due to related parties 7.01 69,211,588

          
52,122,850

        Deferred tax - net 7.02 14,644,888

          

25,401,794

        Staff retirement benefits 7.03 28,856,077

          

24,433,994

        112,712,553

        
101,958,638

      
7.01 Opening balance 52,122,850

          

12,519,879

        
Amount repaid/adjusted during the year (57,034,000)

         

(18,247,029)

       
(4,911,150)

          

(5,727,150)

         
Amount received during the year 74,122,738

          

57,850,000

        
69,211,588

          

52,122,850

        7.02 Deferred tax - net
Credit / (debit) balance arising in respect of:
- Accelerated tax depreciation 132,588,788

        

141,555,294

      

- Surplus on revaluation of property, plant and equipment 44,829,677

          

36,101,931

        

- Recognized losses (156,814,797)

       

(147,755,664)

     

- Staff retirement benefits (5,958,780)

          

(4,499,767)

         

14,644,888

          

25,401,794

        

7.03 Staff retirement benefits

The amounts recognized in the balance sheet are as follows
Present value of defined benefit obligation 26,847,236

          

22,214,173

        

Unrecognized actuarial gain / (loss) 2,008,841

            

2,219,821

          

Benefits due but not paid -

                     

-

                  

28,856,077

          

24,433,994

        

Balance sheet liability

Opening balance 24,433,994 20,734,055
Amount recognized during the year 10,531,399

          

8,130,614

         

34,965,393

          

28,864,669

        

Benefits paid during the year (6,109,316)

          

(4,430,675)

         

Closing balance 28,856,077

          

24,433,994

        

Charge for the defined benefit plan

Service cost 7,865,299

            

6,173,595

          

Interest cost 2,665,701

            

2,169,276

          

Actuarial gains recognized 399

                     

(212,257)

          

10,531,399

          

8,130,614

          

7.04 DEFINED BENEFIT PLAN

(a) General description

(b) Comparison for five years

Rupees 

This loan has been provided by the chief executive of the Company and others for the repayment of long

term loans and working capital requirements of the Company. The loan is unsecured and interest free. The

terms of repayment have yet not been finalized due to the subordination loan agreement of Rs. 676.00

million (2009: Rs. 620.00 million) with Habib Bank Limited and United Bank Limited.

The scheme provides for terminal benefits for all its permanent employees who attain the minimum

qualifying period at varying percentages of last drawn basic salary. The percentage depends on the number

of service years with the Company. Annual charge is based on actuarial valuation carried out as at June 30,

2010, using Project Unit Credit Method.
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adjustment arising on plan liabilities

2010 2009 2008 2007 2006

26,847,000 22,214,000 18,077,000 15,830,000 12,243,000

            211,000               225,000          1,069,000 Nil           2,508,000 

Experience 

Present value of 
of defined benefit 
obligation

adjustment arising 
on plan liabilities



2010 2009
8 TRADE AND OTHER PAYABLES NOTE

Creditors for:
- Goods supplied 101,557,988

        
72,065,407

- Services 28,546,047

          
28,737,788

Accrued liabilities 39,719,951

          

28,737,121

Advances from customers 15,624,925

          

3,092,667
Security deposits 87,000

                

97,000

Worker's profit participation fund 6,873,749

            

-
Worker's welfare fund 2,612,025

           

-
Unclaimed dividend 1,871,693 1,872,009

Tax deducted at source 588,460

              

78,067

 

197,481,836

        

134,680,059

9 ACCRUED INTEREST/ MARKUP
Long term financing 20,565,978

          

12,134,370
Short term borrowings 6,404,125

            

22,958,548
26,970,103

          

35,092,918

10 SHORT TERM BORROWINGS - From banking companies - Secured

Habib Bank Limited 10.1 674,784,958

        

535,887,876.00

United Bank Limited 10.2 237,424,954

        

323,387,673.00
912,209,911

        

859,275,549.00

10.1

10.2

11 PROVISION FOR TAXATION-Net

Opening balance 11,648,838

          

14,612,235
Provision for the year 38,294,764

          

15,372,555

Payments / adjustments against advance tax (11,648,838)

         

(18,335,952)

38,294,764

          

11,648,838

11.1

12 CONTINGENCIES AND COMMITMENTS

Contingencies

12.1

12.2

12.3

12.4

Commitments

Commitments in respect of irrevocable letters of credit for the import of raw material as at the balance sheet date

amount to Rs. 147.702 million (2009: Rs. 3.875 million ).

Post dated cheques issued in the favour of Collector of Custom against import Rs. 9.566 million (2009: Rs 

These represent utilized portion of short term finance facilities of Rs. 950 million (2009: Rs. 1,015 million)

available from Habib Bank Limited under mark up arrangement. These facilities carry mark up ranging from

1 month KIBOR plus 0.90% per annum to 1 month KIBOR plus 1.5% per annum and LIBOR plus 3.25% per

annum to LIBOR plus 4% per annum payable quarterly and shall expire by January 31, 2010. These short

term borrowings along with long term financing are secured by first pari passu equitable mortgage charge

on property, plant and equipment of the Company valuing Rs. 932 million, pledge of cotton and polyester

and personal guarantee of the chief executive of the Company. 

Income tax return upto and including tax year 2009 has been filed to the tax authorities under the provision

of Income Tax Ordinance, 2001.

The Company has provided bank guarantee in favour of Sui Northern Gas Pipeline Limited amounting to Rs.

53.130 million (2009: Rs. 47.400 million) on account of security deposits against the consumption of natural

gas.

These represent utilized portion of short term finance facilities of Rs. 420 million (2009: Rs. 520 million)

available from United Bank Limited under mark up arrangement. These facilities carry mark up at 1 month

KIBOR plus 1.25% per annum and LIBOR plus 5.25% per annum. These borrowings along with long term

financing are secured by first pari passu charge on present and future fixed assets of the Company

premises valuing Rs. 885 million, pledge of cotton and polyester and personal guarantee of the chief

executive of the Company.

Income tax assessment for the assessment year 2001-2002 resulted in demand for Workers' Welfare Fund

amounting to Rs. 1.721 million. The liability has not been admitted by the management based upon the

decision of the Supreme Court of Pakistan and an appeal has been filed that is pending adjudication before

Appellate Authorities and therefore, no provision has been made in these financial statements.

Export bills discounted Rs. 62.1746 million (2009: Rs. Nil)

Rupees 

GHAZI FABRICS INTERNATIONAL LIMITED
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13 PROPERTY, PLANT AND EQUIPMENT

   Cost /  Revalued Amount Depreciation

Particulars As at As at Rate As at For the As at

July 01, 2009 June 30, 2010 % July 01, 2009 year June 30, 2010

Owned

Land - freehold 89,416,871

                   

-

                

-

                 

89,416,871 - - - - -

Buildings on freehold land 428,018,197

                 

-

                

-

                 

428,018,197 5-10 184,283,254 - 17,500,801 201,784,056

Plant and machinery 2,249,771,095

               

12,322,472

     

-

                 

2,262,093,567 10 1,110,338,619 - 114,058,897 1,224,397,516

Grid station and generators 18,772,344

                   

985,000

          

-

                 

19,757,344 10 6,929,658 - 1,192,477 8,122,135

Furniture and fixtures 13,818,224

                   

47,000

           

-

                 

13,865,224 10 7,909,393 - 594,071 8,503,463

Vehicles 29,314,894

                   

-

                

(150,700)

          

29,164,194 20 20,296,006 (148,438) 1,774,090 21,921,658

Equipment 14,784,606

                   

1,041,214

       

(72,000)

           

15,753,820 10 8,690,664 (63,003) 641,917 9,269,578

Electric installations 59,908,063

                   

259,973

          

-

                 

60,168,036 10 35,169,013 - 2,495,885 37,664,898

Rupees 2010 2,903,804,294

               

14,655,659

     

(222,700)

          

2,918,237,253 1,373,616,606 (211,441) 138,258,138 1,511,663,303

Rupees 2009 2,815,334,721

               

102,908,006

   

(14,438,433)

     

2,903,804,294 1,233,981,876 (9,404,069) 149,038,799 1,373,616,606

          the cost, accumulated depreciation and book values of the revalued assets would have been as follows:

Rupees

Land - freehold 57,895,548 -

Buildings on freehold land 294,892,394 134,238,736

Plant and machinery 1,675,737,695 825,731,057

Grid station and generators 18,881,295 6,977,801

13.2   The depreciation charged for the year has been allocated as under:

2010 2009

Note

Cost of sales 23 145,403,132

Administrative expenses 25

13.3  Disposal of property, plant and equipment

Rupees

Electric installations

Air conditioner - SANYO                           72,000             63,003                8,997 -              (8,997) Derecognized

Vehicle:

Suzuki Mehran - LOG 9197                         150,700           148,438                2,262                 90,000              87,738 Negotiation

June 30, 2010

14,438,433 9,404,069 5,034,364 1,120,692 (3,913,672)

Particulars

57,895,548

160,653,658

 Mode of 

Disposal 

13.1   Revaluation of land, buildings, plant and machinery and grid station and generators was carried out by an independent valuer as on September 30, 1998. Had there been no revaluation, 

11,903,494

Rupees 

850,006,638

 Cost / Revalued 

Amount  
 Book Value  Sale Proceeds  

 Accumulated 

Depreciation 
 Gain / (Loss) 

Muhammad Naeem 
H. No, 04 Saeed Street,
Suleman Park, Ferozepur
Road, Lahore.

Cost 
Accumulated 

Depreciation
 Book value 

                      As at June 30, 2010

 Additions   Disposals 

 Particulars of Purchaser 

 Disposals 

Rupees

June 30, 2009

222,700 211,441 11,259 90,000 78,741

-
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2010 2009
14 CAPITAL WORK IN PROGRESS NOTE

Buildings on freehold land:
- Opening balance -

                     
-
                  - Additions during the year 316,293
            -

                     
316,293

            - Transferred to property, plant and equipment -

                     
(316,293)

          -

                     

-

                  Plant and machinery:
- Opening balance -

                     

67,542,896

        
- Additions during the year 157,700

              

2,595,920

         
157,700

              

70,138,816

        
- Transferred to property, plant and equipment -

                     

(70,138,816)
157,700

              

-

                  

Electric installations:
- Opening balance -

                     

1,539,491

         

- Additions during the year 4,961,804

         

-

                     

6,501,295

         

- Transferred to property, plant and equipment -

                     

(6,501,295)

        

-

                     

-

                  

157,700

              

-

                  

15 STORES, SPARES AND LOOSE TOOLS

Stores 15,033,625

          

18,124,625

        

7,497,496

            

-

                  

Spares 45,854,061

          

35,446,364

        

Loose tools 204,661 284,144
68,589,843 53,855,133

15.1 No identifiable store and spare are held for specific capitalization.

16 STOCK IN TRADE

Raw material:

16.1 283,821,676

        

420,223,542

      

143,706,973

        

14,434,702

        

Work in process 45,146,387

          

32,844,792

        

Finished goods 259,714,037

       

       

 

 

265,959,650

     

     

 

 

732,389,073

        

733,462,685

      

16.1

17 TRADE DEBTS

Local debts

(Unsecured - considered good) 122,570,190

        

56,049,870

        

Foreign debts

(Secured - considered good) 67,170,555

          

119,721,548

      

189,740,745 175,771,418

18 LOANS AND ADVANCES

Employees 1,120,480

            

979,800

            

Suppliers 7,993,202

            

4,071,082

         

Income tax deducted at source 27,100,998 16,038,707
Letters of credit 470,209 771,421

36,684,890 21,861,010

19 TRADE DEPOSITS AND SHORT TERM PREPAYMENTS

Trade deposits 583,394 583,394

Prepayments 340,946 1,554,249
924,340 2,137,643

- In transit

Rupees 

- In hand

This includes an amount of Rs. 167.990 million (2009: Rs. 206.353 million) approximately, which is pledged

against short term finances. Also, it includes sizing material of Rs. 8,539765 (2009: Rs. 8,667,915).

- In transit
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2010 2009

20 OTHER RECEIVABLES NOTE

Export rebate receivable 466,525              308,474            
Excise duty refundable -

                     
4,310,043

         
Other receivable 20.01 911,588

              
11,390

                         1,378,113           4,629,907 

21 CASH AND BANK BALANCES

Cash in hand 1,339,912

            

342,511

            
Cash with banks in current accounts 20.01 18,031,449

          

7,278,532

         
19,371,361

          

7,621,043

         
22 SALES - NET

Local:
- Yarn 1,578,158,653

      

1,297,631,592

    

- Fabric 1,120,750,022 568,374,952
2,698,908,675

      

1,866,006,544

    

Export:
- Yarn 19,650,812

          

31,068,107

       

- Fabric 1,036,578,483

      

1,133,815,707

    

1,056,229,295

      

1,164,883,814

    

Waste 68,546,613 61,751,494

Doubling income 2,291,778

            

-

                  

Rebate on export 1,225,273

            

691,599

            

39.02 3,827,201,634

      

3,093,333,451

    

23 COST OF GOODS SOLD

Raw materials consumed 23.01 2,524,704,373

      

2,174,454,770

    

Salaries, wages and other benefits 23.02 212,485,258

        

197,757,989

      

Fuel and power 290,632,116

        

237,392,240

      

Packing materials consumed 42,134,181

          

36,918,813

       

Sizing materials consumed 63,743,771

          

51,846,738

       

Stores and spares consumed 101,686,432

        

84,293,693

       

Insurance 2,572,678

            

2,886,315

         

Depreciation 13.2 135,081,996

        

145,403,132

      

Other manufacturing expenses 11,499,864

          

9,693,640

         

3,384,540,669

      

2,940,647,330

    

Opening work in process 32,844,792

          

33,289,465
Closing work in process (45,146,387) (32,844,792)

(12,301,595)

        

        

        

        

 

 

 

 

444,673
Cost of goods manufactured 3,372,239,074

      

2,941,092,003

    

Opening finished goods 265,959,650

        

213,092,157

      

Closing finished goods (259,714,037)

       

(265,959,650)

     

6,245,613

            

(52,867,493)

      

3,378,484,688

      

2,888,224,510

    

23.01 Raw material consumed

Opening stock          411,555,627        330,819,122 
Purchases       2,381,006,920     2,248,025,317 
Cotton cess                944,552              988,836 
Cotton handling charges             6,479,186           6,177,122 

      2,799,986,284     2,586,010,397 
Closing stock        (275,281,911)      (411,555,627)

      2,524,704,373     2,174,454,770 

23.02

20.01 An amount of Rs. 9,565,795 (2009: Rs. 4,077,354) paid to sales tax department against exemption received under

Duties And Tax remission for exporters have been reclassified in Cash with banks in current accounts in Note 21

and made a disclosre in contingencies under Note 12.

Salaries and benefits include Rs. 6,318 million (2009: Rs.4.878 million) on account of staff retirement benefits.

Rupees 

                 

                 

                 

                 

                 

2010 2009

Rupees 
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24 SELLING AND DISTRIBUTION NOTE

Export development surcharge

Commission to selling agents
Carriage and freight - export

    -local
Export expenses

Samples
39.02

25 ADMINISTRATIVE AND GENERAL EXPENSES

Salaries, wages and other benefits 25.1
Traveling and conveyance

Repairs and maintenance
Rent, rates and taxes

Printing and stationery
Insurance
Fees and subscription

Telephone and Postage
Vehicle running and maintenance 

Utilities
Advertisement

Books and periodicals

                            

Entertainment .

                     
 

Depreciation 13.2

                     
                   

25.1

26 OTHER OPERATING CHARGES

Auditors' remuneration

- Statutory audit 500,000

              

180,000

            

- Half yearly review 95,000

                

50,000

             

- Certification charges 50,000

                

45,000

             

- Out of pocket 25,000

                

25,000

             

670,000

              

300,000

            

Legal and professional charges 624,906

              

549,481

            

Balances written off 4,310,043

            

-

                  

Provision for doubtful debts 858,000 -
Worker's profit participation fund 6,873,749

            

-

                  

Worker's welfare fund 2,612,025

            

-

                  

Loss on disposal of property, plant and equipment 8,997 3,913,672
Exchange loss 8,459,427

           

20,943,768

        

24,417,147 25,706,921

27 OTHER OPERATING INCOME

Gain on disposal of property, plant and equipment 87,738

                

-

                  

Scrap sales 3,500,079

            

1,601,946

         
 

3,587,817

            

1,601,946

         
 

28 FINANCE COST

Interest / mark up on:
- Long term financing 50,202,408

          

60,268,483

        

- Short term borrowings 107,621,948

        

93,103,207

        

157,824,356

        

153,371,690

      

Bank charges and commission 8,627,490

            

8,260,387

          

166,451,845

        

161,632,076

      

29 TAXATION

Taxation:
- Current year 38,294,764 15,372,555

     -     Deferred (17,337,452) 7,957,898
20,957,312 23,330,453

29.1

Salaries and benefits include Rs.  4,212 million (2009: Rs. 3.252 million) on account of  staff  retirement 

benefits.

Numerical reconciliation between the average effective tax rate and the applicable tax rate is not given due

to accumulated accounting losses.

2010 2009

2,663,970
            

2,748,192
         

 
20,829,798

          
28,628,215

        39,968,774

          

57,746,055

        772,166

              

554,385

            9,026,990

            

9,799,339

         
 

845,957 1,044,998
74,107,655 100,521,185

Rupees 

                       
                 

34,312,323

          

28,807,276

        

1,268,614

            

810,656

            

1,165,100

            

2,806,379

         
 

69,610

                

167,610

            

2,566,690

            

2,006,687

         
 

999,167

              

1,026,185

         
 

766,359

              

722,467

            

1,376,854

            

2,144,694

         
 

5,206,773

            

4,672,633

         
 

1,501,738

            

1,356,312

         
 

70,410

                

-

                  

59,913 155,159
1,623,283 1,175,148

3,176,143 3,635,668
54,162,977 49,486,873
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30 EARNING PER SHARE - Basic

(Loss) / profit after taxation for the year 112,207,826        (153,966,621)     

Outstanding weighted average ordinary shares  32,635,600          32,635,600       

Earnings per share - Basic 3.44 (4.72)

30.1 Diluted earnings per share

31 CHIEF EXECUTIVE'S DIRECTORS' AND EXECUTIVES' REMUNERATION

Managerial remuneration - Executives (Rupees) 1,800,000
         

Number of persons

                      

2

                     
31.1 No remuneration has been paid to any director or chief executive of the Company.

31.2 No meeting fee has been paid to any director of the Company.

32 TRANSACTIONS WITH RELATED PARTIES

Associated undertakings

Loan obtained during the year

Repayment of loan during the year 
Payment made for stores/electricity bill

Purchase of Cotton

Directors 

Loan obtained from directors 
Payment made during the year

33 PLANT CAPACITY AND PRODUCTION

Spinning

No. of spindles installed

No. of spindles worked 
No. of shifts

Actual production of yarn converted into
20/S count based on three shifts per day Kgs

Weaving

No. of looms installed
No. of looms worked 

No. of shifts
Actual production converted to 40 picks

based on three shifts per day Sq. meters

                 

33.1

No. of shares

The related parties comprise associated companies, related group companies, directors and key management

personnel. Transactions with related parties and associated companies, other than remuneration and benefits to

key management personnel under the terms of their employment are as follows:

Rupees 

It is difficult to calculate precisely the production capacity of weaving

widely depending on various factors such as count of yarn spun, width of fabric woven, spindles / looms

speed, twist, maintenance of machinery, power shutdown and raw materials used etc. It also varies

according to the pattern of production adopted in any particular year. 

Rupees 

There is no dilution effect on the basic earnings per share of the Company as the Company has no such

commitments.

There were no transactions with key management personnel other than undertaken as per terms of their 

Sale and purchase transactions have been carried out on commercial

uncontrolled price method. 

2010 2009

48,500,000

          

57,850,000

       
34,500,000

          

31,307,508

       

23,674,586

          

790,972

            

102,456,748

        

58,138,691

       50,000,000

          

125,000,000

      

232,710,368

        

40,784,981

       

Rupees 

terms and conditions under comparable

                                       

                                             and spinning unit since it fluctuates

51,072

                

51,072

             

51,072

                

51,072

             

3

                        

3

                     

15,243,286

          

15,951,196

       
168

                     

168

                  

160 154

3 3

63,781,008 62,053,270

10,440,000
          

14

2010 2009

2010 2009
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34 FINANCIAL INSTRUMENTS BY CATEGORY

Financial assets as per balance sheet

Long term deposits           5,697,180 
Trade debts        175,771,418 
Loans and advances           1,751,221 
Trade deposits              583,394 
Cash and bank balances           3,543,689 

    187,346,903 
Financial liabilities as per balance sheet

Long term financing     1,436,880,267 
Trade and other payables        131,569,324 
Accrued interest/mark-up          35,092,918 
Short term borrowings        859,275,549 

 2,462,818,057 

34 Fair values of financial assets and liabilities

35 FINANCIAL INSTRUMENTS

35 Financial risk factors 

(a) Market risk

(i) Currency risk 

Foreign trade debts
Foreign currency short term borrowings

- Habib Bank Limited

- United Bank Limited
Foreign creditors

Gross balance sheet exposure
Outstanding letter of credit
Net exposure

USD to PKR

                                 

(ii) Interest rate risk 

The company is exposed to currency risk on the import of raw material and stores and spares and export of

goods mainly denominated in US dollars and on foreign currency debtors and loans. The company's 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between 

The carrying values of all financial assets and liabilities reflected in the financial statements approximate 

The Company’s activities expose it to a variety of financial risks: market risk (including currency risk,

interest rate risk and other price risk), credit risk and liquidity risk. The Company’s overall risk management

programme focuses on having cost effective funding as well as to manage financial risk to minimize

earnings volatility and provide maximum return to shareholders. 

At June 30,2010, if the Pakistan Rupee had weakened/strengthened by 10% against the US Dollar with all

other variables held constant, post-tax loss/profit for the year have been higher/lower by Rs.

21,364,376(2009:9,247,145), mainly as a result of foreign exchange losses/gains on translation of foreign

debts, foreign currency borrowings and foreign creditors.

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate

because of changes in market interest rates. As the Company has no significant interest-bearing assets, the

Company’s income and operating cash flows are substantially independent of changes in market interest

rates.

Risk management is carried out by the Company’s finance department under policies approved by the

Board of Directors.

            5,697,180 

         189,740,745 
            1,590,689 
               583,394 

          19,371,361 
      216,983,370 

      1,124,501,597 
         181,268,452 

          26,970,103 
         912,209,911 
   2,244,950,062 

2010 2009
Rupees 

 2010  2009 

          67,170,555        119,721,548 

       (136,444,517)        (53,658,000)
       (144,369,794)      (158,535,000)

                       -                        -   
       (213,643,756)        (92,471,452)

       (147,702,000)          (3,874,785)

       (361,345,756)        (96,346,237)

85.60 81.30

Rupees 

The following significant exchange rates have been applied at the 
reporting dates:
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(iii) Financial liabilities
2010 2009 2010 2009

Long term financing

- Fixed rate 6 to 7 6 to 7          164,113,064        219,116,000 
- Variable rate 13.87 to 14.04 14.93 to 15.26          206,099,966        280,765,332 

Short term borrowings 13.25 to 13.95 14.43 to 14.76          912,209,911        859,275,549 
      1,282,422,941     1,359,156,881 

Total yield / mark up rate risk sensitivity gap      (1,282,422,941)    (1,359,156,881)

(iv) Fair value sensitivity  analysis for fixed rate instruments:

(v) Cash flow sensitivity  analysis for variable rate instruments:

Increase Decrease

As at June 30, 2010
Cash flow sensitivity - variable rate financial liabilities (12,824,229)

         
12,824,229

        
As at June 30, 2009
Cash flow sensitivity - variable rate financial liabilities (8,012,520) 8,012,520

(vi) Other price risk 

(b) Credit risk 

Local debts

Foreign debts

The majority of foreign debtors of the company are situated in Asia, America, and Europe.

Yarn
Fabric

Others

A change of 1% in interest rates at the reporting date would have decreased / (increased) loss for the year

by the amount shown below. This analysis assumes that all other variables, in particular foreign currency

rates, ramains constants. This analysis is performed on the same basis for 2009.

Effect on Profit and Loss 1% rate

The maximum exposure to credit risk for loans and receivables at the reporting date by type of goods are:

Other price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate

because of changes in market prices (other than those arising from currency risk or interest rate risk),

whether those changes are caused by factors specific to the individual financial instrument or its issuer, or

factors affecting all similar financial instruments traded in the market. The Company is not exposed to

equity securities price risk as there is no investment in listed securities. 

RupeesPercentage

At the reporting date, the interest rate profile of the company's significant interest bearing financial

instruments was as follows:

The company does not account for any fixed rate financial assets and liabilities at fair value through profit

and loss. Therefore, a change in interest rates at the reporting date would not affect profit and loss

account.

Credit risk arises from deposits with banks, trade debts, loans and advances, deposits and other

receivables. The company seeks to minimize the credit risk exposure through having exposures only to

customers considered credit worthy and obtaining securities where applicable. Where considered necessary,

advance payments are obtained from certain parties. The maximum exposure to credit risk is equal to the

carrying amount of financial assets. Out of the total financial assets of Rs. 216,983,370 (2009: Rs.

209,010,940), the financial assets exposed to credit risk amount to Rs. 215,643,458 (2009: Rs.

187,346,903).

The maximum exposure to credit risk for trade debts at the balance sheet date by geographic region is as

follows:

Credit risk represents the risk of financial loss being caused if counter parties fail to discharge an obligation. 

                 

2010 2009

122,570,190

        

56,049,870

        

67,170,555 119,721,548
189,740,745

        

175,771,418

               114,715,167        106,269,466 

          73,181,108          67,793,278 
            1,844,470           1,708,674 

         189,740,745        175,771,418 

Rupees 

40
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2010 2009
The aging of loans and receivables at the reporting date was:

Past due 0-6 months          165,226,707        164,561,444 
Past due 6-12 months           24,514,038          11,209,974 

189,740,745 175,771,418

Long term deposits             5,697,180           5,697,180 
Trade debts          189,740,745        175,771,418 
Loans and advances             1,590,689           1,751,221 
Short term trade deposits                583,394              583,394 
Cash and bank balances           19,371,361           3,543,689 

216,983,370

     

187,346,903

   

Rating 
agency

United Bank Limited JCR-VIS A1+ AA+
Habib Bank Limited JCR-VIS A1+ AA+

National Bank of Pakistan JCR-VIS A1+ AAA

(c) Liquidity risk 

The table shows analyses how management monitors net liquidity based on details of the remaining

contractual maturities of financial assets and liabilities. The amounts disclosed in the table are the

contractual undiscounted cash flows.

Short Term

Borrowings

Long Term

LoansBank

Liquidity risk represents the risk that the Company will encounter difficulties in meeting obligations

associated with financial liabilities. Prudent liquidity risk management implies maintaining sufficient cash

and marketable securities, the availability of funding through an adequate amount of committed credit

facilities. Due to growing nature of the businesses the Company maintains flexibility in funding by 

Rupees 

The credit quality of receivables can be assessed with reference to their historical performance with no or

some defaults in recent history, however, no losses. The credit quality of Company’s bank balances can be

assessed with reference to external credit ratings as follows:

The Company monitors the credit quality of its financial assets with reference to historical performance of

such assets and available external credit ratings. The carrying values of financial assets which have not

impaired are as under:

Non-Derivative

Financial Liabilities

Trade and other payables

Short term borrowings

Non-Derivative

Financial Liabilities

Trade and other payables
Short term borrowings

The contractual cash flows relating to the above financial liablities have been determined on the basis of markup rates

effective as at 30 June. The rates of mark-up have been disclosed in note 06 and 10 to these financial statements.

Long term financing

Long term financing

Carrying 

Amount

Contractual 

cash flows

Six months

or less

Six to twelve

months

Two to five

years

2010                                                      Rupees

370,213,030

       

(370,213,030)

     

(61,409,451)

      

(122,818,895)

   

(185,984,684)

  

197,481,836

       

(197,481,836)

     

(197,481,836)

    

-

                 

-

                 

912,209,911

       

(912,209,911)

     

(912,209,911)

    

-

                 

-

                 

1,479,904,777

     

(1,479,904,777)

   

(1,171,101,198)

  

(122,818,895)

   

(185,984,684)

  

Carrying 

Amount

Contractual 

cash flows

Six months

or less

Six to twelve

months

Two to five

years

499,881,332

       

(694,369,671)

     

(152,800,993)

    

(101,683,015)

   

(439,885,663)

  

134,680,059

       

(134,680,059)

     

(134,680,059)

    

-

                 

-

                

859,275,549 (913,119,842) (913,119,842) - -
1,493,836,940 (1,742,169,572) (1,200,600,894) (101,683,015) (439,885,663)

2009 

2010 2009
Rupees 

Rupees
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36 Capital risk management

37 POST BALANCE SHEET EVENTS

38 AUTHORIZATION OF FINANCIAL STATEMENTS

39 GENERAL

39.01  Figures have been rounded off to the nearest of rupees; 

39.02 Comparative figures have been rearranged / reclassified, wherever necessary, to facilitate

comparison. However, following material re-arrangements / re-classifications have been made in

these financial statements.

These accounts have been authorized for issue by the Board of Directors of the Company on September

24, 2010.

Export development surcharge and Commission to selling agents of Rs. 2,663,970 and

20,829,798 (2009: 2,748,192 and 28,628,215) respectively; which were included in Sales-Net 

has been presented under Selling and distribution expenses.

The board of directors of the company in its meeting held on 24th September 2010 has proposed a final

cash dividend of Rs. 1 (2009: Nil) per share for approval of the members at the annual general meeting

to be held on October 27, 2010. The financial statements for the year ended June 30, 2010 do not include

the effect of the proposed cash dividend which will be accounted for in the financial statements for the

year ending on June 30, 2011.

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a

going concern in order to provide returns for shareholders and benefit for other stakeholders and to

maintain an optimal capital structure to reduce the cost of capital. There were no changes to Company's

approach to capital management during the year. The Company is not subject to any externally imposed

Capital requirements. 

The Company manages its capital structure and makes adjustment to it in the light of changes in

economic conditions. To maintain or adjust the capital structure, the Company may adjust the dividend

payment to shareholders or issue new shares. 

The Company finances its operations through equity, borrowings and management of working capital with

a view to maintaining an appropriate mix between various sources of finance to minimise risk.
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I/We

of

of GHAZI FABRICS INTERNATIONAL LIMITED, holder of

ordinary shares of the Company, under Folio No. / Participant’s ID/CDC sub account No. 

hereby appoint

of

under Folio No. / Participant’s ID/CDC sub-account No. 

stin my/our absence to attend and vote for me/us and on my/our behalf at the 21  Annual General

Meeting of the Company to be held on October 27, 2010 and/or any adjournment thereof.

As witness my/our hand this

Signed in the presence of.

Witness

Name

Occupation

Address

IMPORTANT:

who is/are member(s) of GHAZI FABRICS INTERNATIONAL LIMITED

son/daughter/wife

being member (s)of

failing him/her

respectively, as my/our proxy

of

day of October, 2010

Signature of

shareholder (s) on

revenue stamp

worth Rupees 5/-

The signature should agree with the

specimen registered with the Company.

1.

2.

3.

4.

5.

 This Proxy Form,  duty completed and signed, must be received at  the Registered  Office of the  Company , at 8-C, 
E-III Gulberg III, Lahore Not less than 48 hours before the time of holding the meeting.            

No person shall act as Proxy unless he/she is a member of the Company, except that a Corporation/Company may 
appoint a person who is not a member.                          

If a member  appoints  more than one proxy  and more than one  instruments of proxy are deposited by a member 
with the Company, all such instruments of proxy shall be rendered invalid.

In case of Proxy for an individual beneficial Owner of CDC, attested copies of beneficial Owner’s NIC or Passport , 
Account and Participant’s I.D. Nos. must be deposited along with the Form of Proxy. In case of Proxy for Corporate 
members, he/she should bring the usual documents required of such purpose.

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

GHAZI FABRICS INTERNATIONAL LIMITED

st(21  ANNUAL GENERAL MEETING)
PROXY FORM



The Company Secretary, 

8-C, Block E-III, Gulberg-III, Lahore
Ghazi Fabrics International Ltd.

AFFIX
CORRECT
POSTAGE


