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IAS 12, ‘Income Taxes’ (Amendments), These are applicable on accounting periods beginning on or after January 01, 2012. IAS 12, ‘Income
taxes’, currently requires an entity to measure the deferred tax relating to an asset depending on whether the entity expects to recover the
carrying amount of the asset through use or sale. It can be difficult and subjective to assess whether recovery will be through use or
through sale when the asset is measured using the fair value model in IAS 40, ‘Investment Property’. This amendment therefore
introduces an exception to the existing principle for the measurement of deferred tax assets or liabilities arising on investment property
measured at fair value. As a result of the amendments, SIC 21, ‘Income taxes − recovery of revalued non‐depreciable assets’, will no longer 
apply to investment properties carried at fair value. The amendments also incorporate into IAS 12 the remaining guidance previously
contained in SIC 21, which is withdrawn. 

New accounting standards, amendments to existing approved accounting standards and interpretations that are issued but not yet
effective and have not been early adopted by the Company

SALMAN NOMAN ENTERPRISES LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2013

These financial statements are presented in Pak Rupees, which is the companyʹs functional and presentation currency and figures are
rounded to the nearest rupee.

The company was incorporated in Pakistan on November 05, 1985 as a Public Limited Company under the Companies Ordinance, 1984. The
registered office and mills of the company are situated at 03 kilometer Bhai Pheru, Tehsil Chunian, District Kasur. The company is listed on Karachi
and Lahore stock exchanges. The principal business of the company is manufacturing and sale of yarn.

These financial statements have been prepared in accordance with the requirements of the Companies Ordinance, 1984 (the Ordinance)
and the approved accounting standards as applicable in Pakistan. Approved accounting standards comprise of such International
Financial Reporting Standards (IFRS) issued by the International Accounting Standard Board and Islamic Financial Accounting Standards
(IFAS) issued by the Institute of Chartered Accountants of Pakistan as are notified under the Companies Ordinance, 1984, provisions of
and directives issued under the Companies Ordinance, 1984. Wherever the requirements of the Companies Ordinance, 1984 or directives
issued by Securities and Exchange Commission of Pakistan differ with the requirements of IFRS or IFAS, the requirements of the
Companies Ordinance, 1984 or the requirements of the said directives prevail.

Standards, interpretations and amendments to published approved accounting standards

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

Presentation of Items of Other Comprehensive Income (Amendments to IAS 1), (effective for annual periods beginning on or after 1 July
2012). The amendments require that an entity present separately the items of other comprehensive income that would be reclassified to
profit or loss in the future if certain conditions are met from those that would never be reclassified to profit or loss. The amendments do
not address which items are presented in other comprehensive income or which items need to be reclassified. The requirements of other
IFRSs continue to apply in this regard.

Following are the amendments that are applicable for accounting periods beginning on or after January 1, 2012:

IAS 27 Separate Financial Statements (2011)ʹ (effective for annual periods beginning on or after 1 January 2013). IAS 27 (2011) supersedes
IAS 27 (2008). Three new standards IFRS 10 ‐ Consolidated Financial Statements, IFRS 11‐ Joint Arrangements and IFRS 12‐ Disclosure of
Interest in Other Entities dealing with IAS 27 would be applicable effective 1 January 2013. IAS 27 (2011) carries forward the existing
accounting and disclosure requirements for separate financial statements, with some minor clarifications. The amendments have no major
impact on financial statements of the Company.

IFRS 7 (Amendments), ‘Financial Instruments: Disclosures’ (effective for periods beginning on or after January 1, 2013). This amendment
is on offsetting financial assets and financial liabilities. This include new disclosures to facilitate comparison between those entities that
prepare IFRS financial statements to those that prepare financial statements in accordance with US GAAP.

IAS 28 Investments in Associates and Joint Ventures (2011)ʹ (effective for annual periods beginning on or after 1 January 2013). IAS 28
(2011) supersedes IAS 28 (2008). IAS 28 (2011) makes the amendments to apply IFRS 5 to an investment, or a portion of an investment, in
an associate or a joint venture that meets the criteria to be classified as held for sale; and on cessation of significant influence or joint
control, even if an investment in an associate becomes an investment in a joint venture.
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3 BASIS OF MEASUREMENT

IFRS 12, ‘Disclosure of interests in other entities’ (effective for the periods beginning on or after 01 January, 2013). This standard includes
the disclosure requirements for all forms of interests in other entities, including joint arrangements, associates, special purpose vehicles
and other off balance sheet vehicles.

IAS 19 (Revised), ‘Employee benefits’ (effective for the periods beginning on or after 01 January, 2013). The amendments will make
significant changes to the recognition and measurement of defined benefit plan expense. The amendments requires actuarial gains and
losses to be recognized immediately in other comprehensive income. This change will remove the corridor method and eliminate the
ability for entities to recognize all changes in defined benefit obligation and in plan assets in profit or loss, which currently is allowed
under IAS 19, and that the expected return on plan assets recognized in profit or loss is calculated based on the rate used to discount the
defined benefit obligation. The Company is in process of reviewing the implications of the revised standard on its financial statements.

IAS 1 Presentation of Financial Statements is amended to clarify that only one comparative period – which is the preceding period – is
required for a complete set of financial statements. If an entity presents additional comparative information, then that additional
information need not be in the form of a complete set of financial statements. However, such information should be accompanied by
related notes and should be in accordance with IFRS. Furthermore, it clarifies that the ‘third statement of financial position’, when
required, is only required if the effect of restatement is material to statement of financial position.

IAS 32, ‘Financial Instruments: Presentation’ (effective for the periods beginning on or after 01 January, 2014). This amendment clarifies
some of the requirements for offsetting financial assets and financial liabilities on the balance sheet. The management of the Company is
in the process of assessing the impact of this amendment on the Companyʹs financial statements.

Standards, interpretations issued by the IASB that are applicable to the company but are not yet notified by the SECP

IFRS 13, ʹFair value measurementʹ, this standard provides a precise definition of fair value and a single source of fair value measurement
and disclosure requirements for use across IFRSs. The requirements do not extend the use of fair value accounting but provide guidance
on how it should be applied where its use is already required or permitted by other standards within IFRSs or US GAAP. The standard is
not applicable until April 01, 2013 but is available for early adoption.

IFRS 11, ʹJoint Arrangementsʹ, applicable from January 01, 2013, is a more realistic reflection of joint arrangements by focusing on the
rights and obligations of the arrangement rather than its legal form. There are two types of joint arrangement; joint operations and joint
ventures. Joint operations arise where a joint operator has rights to the assets and obligations relating to the arrangement and hence
accounts for its interest in assets, liabilities, revenue and expenses. Joint ventures arise where the joint operator has rights to the net assets
of the arrangement and hence entity accounts for its interest. Proportional consolidation of joint ventures is no longer allowed.

IAS 39 Financial Instrumentsʹ Recognition and Measurement‐ Novation of Derivatives and Continuation of Hedge Accounting
(Amendments to IAS 39) (effective for annual periods beginning on or after 1 January 2014). The narrow‐scope amendments will allow
hedge accounting to continue in a situation where a derivative, which has been designated as a hedging instrument, is novated to effect
clearing with a central counterparty as a result of laws or regulation, if specific conditions are met (in this context, a novation indicates
that parties to a contract agree to replace their original counterparty with a new one).

IFRS 9, ‘Financial Instruments’ (effective for periods beginning on or after January 1, 2013). This is the first part of a new standard on
classification and measurement of financial assets that will replace IAS 39. IFRS 9 has two measurement categories: amortized cost and
fair value. All equity instruments are measured at fair value. A debt instrument is measured at amortized cost only if the entity is holding
it to collect contractual cash flows and the cash flows represent principal and interest.

IFRS 10, ʹConsolidated Financial Statementsʹ, applicable from January 01, 2013, build on existing principles by identifying the concept of
control as the determining factor in whether an entity should be included within the consolidated financial statements of the parent
company. The standard provides additional guidance to assist in the determination of control where this is difficult to assess.

These financial statements have been prepared under the historical cost convention on accrual basis, except for recognition of staff retirement benefits
which are based on actuarial values (net present value), certain items of property, plant and equipment which are stated at revalued amounts and
certain financial assets are stated at fair value. 

There are a number of other minor amendments and interpretations to other approved accounting standards that are not yet effective and
are also not relevant to the Company and therefore have not been presented here.
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4 SIGNIFICANT ACCOUNTING POLICIES

4.1 Staff retirement benefits ‐ gratuity

4.2 Taxation

Income tax expense comprises current and deferred tax. Income tax expense is recognized in the profit and loss account, except to the
extent that it relates to items recognized directly in equity,  in which case it is recognized in equity.

Certain actuarial assumptions have been adopted as disclosed in relevant note to the financial statements for valuation of present value of
defined benefit obligation. Any changes in these assumptions in future year might affect unrecognized gains and losses in those years.

The company takes into account the current income tax law and decisions taken by the appellate authorities. Instances where the
companyʹs view differs from the view taken by the income tax department at the assessment stage and where the company considers that
its view on items of material nature is in accordance with law, the amounts are shown as contingent liabilities.

The companyʹs significant accounting policies are stated in note 4. Not all of these significant policies require the management to make difficult,
subjective or complex judgments or estimates. The following is intended to provide an understanding of the policies the management considers
critical because of their complexity, judgment of estimation involved in their application and their impact on these financial statements. Estimates and
judgments are continually evaluated and are based on historical experience, including expectations of future events that are believed to be reasonable
under the circumstances. These judgments involve assumptions or estimates in respect of future events and the actual results may differ from these
estimates. The areas involving higher degree of judgments or complexity or areas where assumptions and estimates are significant to the financial
statements are as follows.

Other areas involving a higher degree of judgment or complexity, or areas where assumptions and estimates are significant to the
financial statements are as follows.

The company reviews recoverable amount, useful life , residual value and possible impairment on an annual basis. Any changes, if
material in the estimates in future years might affect the carrying amounts of the respective items of property, plant and equipment with a
corresponding affect on the depreciation charge and impairment.

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

Provision for doubtful debts
Estimation of net realizable value

Disclosure of contingencies
Computation of deferred taxation

The amount recognized in the balance sheet represents the present value of defined benefit obligation as adjusted for unrecognized
actuarial gains and losses.

The significant accounting policies adopted in the preparation of theses financial statements are set out below. These policies have been consistently
applied to all the years presented unless otherwise stated.

The company operates an approved unfunded gratuity scheme (defined benefit plan) for all its permanent employees who have
completed minimum qualifying period of service as defined under the respective scheme. Contributions are made annually to cover the
obligation under the scheme on the basis of actuarial valuation and are charged to income. The most recent valuation was carried out on 
June 30, 2013 using the ʺProject Unit Credit Methodʺ. 

Net cumulative unrecognized actuarial gains / losses relating to previous reporting periods in excess of the higher of 10 percent of present
value of defined benefit obligation or 10 percent of the fair value of plan assets are recognized as income or expense over the estimated
remaining working lives of the employees. 



Current

Deferred

4.3 Trade and other payables

4.4 Provisions

4.5 Borrowings and borrowing costs

4.6 Revenue recognition

4.7 Property, plant and equipment ‐ owned

Recognition

Depreciation

Depreciation on all items of property, plant and equipment except for freehold land is charged to income applying the reducing balance
method so as to write off historical cost of an asset over its estimated useful life at the rates as disclosed in note 19.

Revenue is recognized on dispatch of goods or on performance of services. Return on deposits is recognized on a time proportion basis by
reference to the principal outstanding and the applicable rate of return.

Deferred tax asset and liability is measured at the tax rates that are expected to apply to the period when the asset is realized or the
liability is settled, based on the rates (and tax laws) that have been enacted or substantively enacted at the balance sheet date.

Liabilities for trade and other payables are carried at their cost which is the fair value of the consideration to be paid in the future for
goods and services received whether or not billed to the company.

Deferred tax liabilities are recognized for all taxable temporary differences and deferred tax assets are recognized for all deductible
temporary differences and carry forward of unused tax losses and tax credits to the extent that it is probable that future taxable profits
will be available against which deferred tax asset can be utilized, except where the deferred tax asset relating to the deductible temporary
difference arises from the initial recognition of an asset or liability that, at the time of transaction, affects neither the accounting nor taxable 
profits.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent that it is no longer probable
that sufficient taxable profits will be available to allow all or part of the deferred tax asset to be utilized.

Depreciation on additions is charged from the month in which the asset is acquired or capitalized while no depreciation is charged in the
month of disposal.

A provision is recognized in the balance sheet when the company has a legal or constructive obligation as a result of past event, and it is
probable that an out flow of resource embodying economic benefits will be required to settle the obligation and a reliable estimate can be
made of the amount of obligation.

Subsequent costs are included in the assetʹs carrying amount or recognized as a separate asset, as appropriate, only when it is probable
that future economic benefits associated with the item will flow to the company and the cost of the item can be measured reliably. All
other repair and maintenance costs are charged to income statement during the period in which they are incurred.

Property, plant and equipment except for freehold land are stated at cost / revaluation less accumulated depreciation and any identified
impairment loss. Freehold land is stated at cost / revaluation less any identified impairment loss. Cost of tangible assets consists of
historical cost pertaining to erection / construction period and other directly attributable cost of bringing the asset to working condition.

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

Provision for current taxation is based on taxability of certain income streams of the company under presumptive / final tax regime at the
applicable tax rates and remaining income streams chargeable at current rate of taxation under the normal tax regime after taking into
account tax credit and tax rebates available, if any. The charge for current tax includes any adjustment to past years liabilities.

Deferred tax is provided using the balance sheet liability method for all temporary differences at the balance sheet date between tax basis
of assets and liabilities and their carrying amounts for financial reporting purpose. 

Borrowings are recorded at the proceeds received. Finance costs are accounted for on an accrual basis and are included in current
liabilities to the extent of the amount remaining unpaid.



Derecognition

4.8 Accounting for  leases and assets subject to finance lease

4.8.1 Finance lease

Recognition

Financial charges

Depreciation

Deferred income

4.8.2 Operating lease

4.9 Capital work in progress

4.10           Long term deposits

4.11           Stores, spare parts and loose tools

4.12           Stock in trade

     Raw material

     Finished good and work in process

     Waste

Net realizable value signifies the estimated selling prices in the ordinary course of business less estimated costs of completion and the
estimated costs necessary to make the sales.

Income arising from sale and lease back transaction, if any, which results in finance lease, is deferred and amortized equally over the lease
period.

Raw material cost plus appropriate manufacturing overheads.

Average manufacturing cost in relation to work in process and finished goods, consists of direct material, labor and a proportion of
manufacturing overheads based on normal capacity.

Weighted average cost except those in transit which are stated at cost comprising invoice
value plus other charges incurred thereon.

Leases where significant portion of the risk and rewards of ownership are retained by the lessor are classified as operating leases.
Payments made under operating leases are charged to the income on a straight‐line basis over the period of lease.

These are valued at lower of cost and net realizable value except waste which is valued at net realizable value. Cost is determined as
follows. These are valued at the lower of cost and net realizable value applying the following basis:

Net realizable value

These are valued at lower of cost and net realizable value. Cost is determined by moving average method. Items considered obsolete are
carried at nil value. Items in transit are valued at cost comprising invoice value plus other charges incurred thereon.

These are stated at cost which represents the fair value of consideration given.

Lease payments are allocated between the liability and finance cost so as to achieve a constant rate on the balance outstanding. The
finance cost is charged to income over the lease term.

Leases where the company has substantially all the risks and rewards of ownership are classified as finance lease. Assets subject to
finance lease are initially recognized at the commencement of the lease term at the lower of present value of minimum lease payments
under the lease agreements and the fair value of the leased assets, each determined at the inception of the lease. Subsequently these assets
are stated at cost less accumulated depreciation and any identified impairment loss. The related rental obligations, net of finance cost, are
included in liabilities against assets subject to finance lease. The liabilities are classified as current and non current depending upon the
timing of payments.

An item of property, plant and equipment is derecognized on disposal or when no future economic benefits are expected from its use or
disposal. Any gain or loss arising on derecognition of the asset (calculated as the difference between the net disposal proceeds and
carrying amount of the assets) is included in the income statement in the year the assets is derecognized.

Capital work in progress is stated at cost less any identified impairment loss. Transfers are made to relevant fixed assets category as and
when assets are available for use.

Assets acquired under a finance lease are depreciated in the same manner and at the same rates used for similar owned assets, so as to
depreciate these assets over their estimated useful lives in view of certainty of ownership of these assets at the end of lease term.
Depreciation of the leased assets is charged to income.



4.13           Trade debts and other receivables

4.14           Cash and cash equivalents

4.15           Impairment

4.16           Foreign currencies

4.17           Financial instruments

4.18           Offsetting of financial assets and liabilities

4.19           Related party transactions

4.20          

Dividend distributed to the share holders is recognized as a liability in the period in which it is approved by the shareholders.

Dividend

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

If the recoverable amount of an asset is estimated to be less than its carrying amount, the carrying amount of the asset is reduced to its
recoverable amount. Impairment losses are recognized as an expense immediately.

At each balance sheet date, the company reviews the carrying amounts of its assets to determine whether there is any indication that
those assets have suffered an impairment loss. If any such indication exists, the recoverable amount of the asset is estimated in order to
determine the extent of the impairment loss, if any. Recoverable amount is the greater of net selling price and value in use.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised estimate of its recoverable
amount, but so that the increased carrying amount does not exceed the carrying amount that would have been determined, had no
impairment loss been recognized for the asset in prior years. A reversal of an impairment loss is recognized as income immediately.

Cash and cash equivalents are carried in the balance sheet at cost. For the purpose of cash flow statement, cash and cash equivalents
consist of cash in hand, cash in transit and balances with banks.

Trade debts originated by the company are recognized and carried at original invoice value less any allowance for uncollectible amounts.
An estimated provision for doubtful debts is made when there is objective evidence that collection of the full amount is no longer
probable. The amount of provision is charged to income statement. Bad debts are written off as incurred. Other receivables are stated at
amortized cost. Known impaired receivables are written off, while receivables considered doubtful are provided for.

All financial assets and financial liabilities are initially measured at cost, which is the fair value of the consideration given and received
respectively. These financial assets and liabilities are subsequently measured at fair value, amortized cost or cost, as the case may be. The
particular recognition methods adopted are disclosed in the individual policy statements associated with each item.

Monetary assets and liabilities in foreign currencies are translated into Pak Rupee at the rate of exchange prevailing at the balance sheet
date, except those covered by forward contracts, which are stated at contracted rates. Foreign currency transactions are translated into Pak
Rupees at the rates prevailing at the date of transaction except for those covered by forward contracts, which are translated at contracted
rates. Non monetary items are translated into Pak Rupee on the date of transaction or on the date when fair values are determined.
Exchange differences are included in income statement currently.

All transactions with related parties are carried out by the company at armsʹ length price using the method prescribed under the
Companies Ordinance, 1984  with the exception of loan taken from related parties which is interest free.

Financial assets and financial liabilities are recognized when the company becomes a party to the contractual provisions of the instrument
and derecognized when the company loses control of contractual rights that comprise the financial assets and in case of financial liabilities
when the obligation specified in the contract is discharged, cancelled or expired. Any gain or loss on derecognition of financial assets and
financial liabilities is included in the profit and loss account for the year.


