PAKISTAN SYNTHETICS LIMITED

NOTES TO THE FINANCIAL STATEMENTS

FOR THE THREE MONTHS ENDED 30 SEPTEMBER 2005

1.
STATUS OF THE COMPANY

The Company was incorporated on 18 November 1984 as a private limited company in Pakistan, with registered office in Karachi, Sindh and subsequently converted into a public limited company on 30 December 1987. The shares of the Company are listed on Karachi and Lahore Stock Exchanges with effect from 16 and 17 July 1990 respectively and on Islamabad Stock Exchange with effect from 27 June 1995. The principal activity of the Company is manufacturing and sale of Polyester Staple Fibre.

2.
BASIS FOR PREPARATION
These financial statements have been prepared in accordance with the requirements of International Accounting Standard (IAS) 34 “Interim Financial Reporting”. These financial statements are unaudited and being submitted to the shareholders as required under section  section 245 of the Companies Ordinance, 1984 and other directives issued by the Securities and Exchange Commission of Pakistan.
3.
ACCOUNTING POLICIES

The accounting policies followed for the preparation of these financial statements are the same as those applied in the preparation of the preceding annual audited financial statements for the year ended 30 June 2005.

4.
CONTINGENCIES & COMMITMENTS


The contingencies and commitments are as follows:

	
	
	30 September
2005
	
	30 June
2005

	
	
	(Rupees in ‘000)

	
	
	
	
	

	
	GUARANTEES
	
	
	

	
	
	
	
	

	i)
	Bank guarantees issued in favour of Sui Southern Gas Company Limited, on behalf of the Company 
	
25,677
	
	
25,677

	
	COMMITMENTS


	
	
	

	ii)
	Facility utilized for opening letters of credit 
	165,938
	
	289,946
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5.
FIXED ASSETS

5.1
The following is the cost of operating operating property, plant and equipment that have been added/disposed off  during the three months period ended 30 September 2005:











(Rupees in ‘000)
	
	Additions

	
	Disposals

	
	
	
	
	

	Property, plant and equipment
	5,238
	
	(25,753)


6.
CASH FLOWS FROM OPERATING ACTIVITIES
	
	
	30 September
2005
	
	30 September
2004

	
	(Rupees in ‘000)

	
	

	Profit/(loss) before taxation
	25,979
	
	(9,934)

	
	
	
	

	Adjustments for non cash charges and other items 
	
	
	

	- Depreciation
	19,092
	
	19,266

	- Charge for staff gratuity
	1,150
	
	1,350

	- Profit on disposal of fixed assets
	(6,797)
	
	-

	- Finance cost
	506
	
	1,393

	- Provision for slow moving and obsolete stores and spares
	2,000
	
	-   

	- Provision for doubtful debts
	495
	
	-

	
	16,446
	
	22,009

	Profit before working capital changes
	42,425
	
	12,075

	
	
	
	

	Effect of cash flow due to working capital changes
	
	
	

	(Increase) / decrease in current assets 
	
	
	

	- Stores & spares
	75
	
	(207)

	- Stock-in-trade
	31,543
	
	(49,057)

	- Trade debts
	(36,457)
	
	(36,265)

	- Loans and advances
	(3,031)
	
	(2,952)

	- Deposits and short term prepayments
	(560)
	
	-

	- Other receivables
	35,455
	
	-

	
	27,025
	
	(88,481)

	Increase / (decrease) in current liabilities
	
	
	

	- Trade and other payables
	            7,251
	
	       15,220

	Cash generated from operations
	76,701
	
	(61,186)
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7.
TRANSACTIONS WITH RELATED PARTIES
The related parties comprise of entities over which the directors are able to exercise significant influence, entities with common directors, major shareholders, directors and key management employees. The Company has a policy whereby all transactions with related parties, are entered into at arm's length prices using the comparable uncontrolled price method. The transactions with related parties other than remuneration under the terms of employment are as follows: 

	
	
	

	
	
	
	
	

	
	
	30 September
2005
	
	30 September
2004

	
	(Rupees in ‘000)

	
	
	
	

	Sales
	50,811
	
	25,501

	
	
	
	

	Bank collection charges
	-
	
	1

	
	
	
	

	Current account balance
	227
	
	236

	
	
	
	

	Dividend accounts balance
	38
	
	51


8.
Comparative figures have been regrouped and rearranged wherever necessary for the purpose of comparison. 

9.
Figures have been rounded off to the nearest thousand of Rupees. 
10.
These financial statements were approved and authorized for issue by the Board of Directors in their meeting held on 26 October 2005. 

	Karachi: 26 October, 2005
	
	EBRAHIM HAJI KARIM

CHAIRMAN
	
	ANWAR HAJI KARIM

DIRECTOR


