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DIRECTORS’ REPORT

The Directors of your Company are pleased to present their 39" Annual Report on audited financial
statements, setting out the detailed financial results of the company for the financial year ended on 30"
June, 2017.

Our Performance:

The key business results of the company achieved in financial year 2017 are given below to have a quick

review of the performance of the Company:

2017 2016
Rupees Rupees
Sales 10,590,320,072 10,292,089,593
Gross Profit 22,034,099 605,819,862
Operating (Loss)/Profit (380,204,363) 182,739,343
Finance Cost (388,206,145) (357,805,650)
Loss before Tax (760,680,469) (162,817,619)
Loss after Tax (858,532,845) (281,981,046)
Loss per Share (45.64) (14.99)

Despite the financial year under review was not an encouraging and profitable, we succeeded in getting
more share of revenue from the market as compare to last year. Conspicuously speaking; the Company
produced 1.65% more yarn in terms of actual production converted into 20/S count and 0.22% more fabric
in terms of actual production converted into 50 picks/inch as compared to the figures of the last year. Your
company could have performed even better, provided the cotton prices would have remained consistent.
The oscillatory cotton prices commensurately to sale prices were the impediments that precluded the
company registering targeted results. Further, apathy and inconsiderate attitude of the government in

sorting out the perpetualirritants to the textile sector also pushed the company on the back foot.

Further, a myriad of external bottlenecks like, stuck of sales tax refunds, imposition of steeply high GIDC,
increase in wage rate, etc., also impounded the profits of the company. The things are not yet over. The
company is determined and resolute to invigorate itself in the following financial year through revamping
its business activities.

Operational Review:

Commensurately to the last year, our production did not collapse, it remained a smidgen high but fear of
scarcity of cotton in the market induced the company procure it even at high rates and resort to import to
replenish the gap. Such uncertainty resulted the company incur loss at the end; albeit the company
produced more goods and earned more consideration. Despite loss, we maintained the chain of our loyal
customers that would bode well for the company in future.




Future outlook and Strategy:
The financial year 2018 would be a challenging one for the company to recuperate its financial sturdiness.

Though the task seems difficult, yet the company is resolute to make good out of the worst. Besides, the
government of Pakistan would have to introduce far-reaching policies to alleviate the concerns the textile
sector had been highlighting over the years. Pakistan is the only country where the impact of duties, taxes
and surcharges on export are exorbitantly high as compare to its competitors in the region. Government
will have to launch beneficial policies to rejuvenate textile sector all over the world like, availability of
quality cotton at mild pricing, slashing taxes, financing at concessional rates, prompt release of sales tax
refund, relief in energy tariff, etc. Such measures would allow the textile sector make best use of its
resources converting into healthy output.

Audit of Financial Statements and Reply to Auditor's Qualification:

Rafgat Hussain & Co., Chartered Accountants audited the financial statements of the company and issued

audited reportin this respect for the financial year ended on June 30, 2017 and the same is annexed to the
financial statements and qualified their report on non-provision of further deferred tax liability. The
management of your company decided not to provide any further deferred tax liability as any taxable
timing difference is not expected to reverse in foreseeable future as the entire taxation of the company
comprises of deemed and presumptive taxation.

Auditors:

The present auditors M/s Rafgat Hussain & Co., Chartered Accountants retire and are eligible for
reappointment. The board considers their re-appointment until the conclusion of next annual general
meeting. Said chartered accountants have been given satisfactory rating under the quality control review
program of the Institute of Chartered Accountants of Pakistan.

Expansion Plan:

Company would continue its normal BMR during the following financial year and whenever finds some

lucrative grounds and environment for expansion plan; company would not hesitate to take initiative.
Presently divestment & closure of textile units along the country desist the company to go for any
expansion.

Acknowledgment:

The relations between the management and its work force remained cordial throughout the year under
review. The company pays gratitude to its executives, managers, technicians and all labor who
contributed their efforts & time in running the wheel of the company round the clock. In this struggle,
the role and contribution of its bankers, customers, suppliers, shareholders and government authorities
is also appreciable.

Lahore For and on behalf of the Board
October 03, 2017 Sd/-

Hussain Ahmad Fazal
(Director)
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FINANCIAL HIGHLIGHTS

FINANCIAL HIGHLIGHTS

SIX YEAR GROWTH AT GLANCE

YEAR ENDED 30TH JUNE,
PARTICULARS 2017 2016 2015 2014 2013 2012
Profit and Loss
Net Sales 10,590,320,072 ( 10,292,089,593 | 11,796,521,501 | 13,772,309,581 | 15,764,216,623 | 13,843,782,833
Gross Profit 22,034,099 605,819,862 705,372,816 1,289,415,796 1,650,242,341 1,735,312,176
Operating Profit (372,474,324) 194,988,031 208,630,201 658,766,800 948,534,992 1,174,231,678
Profit Before Tax (760,680,469) (162,817,619) (261,313,802) 120,303,272 322,017,632 525,243,892
Profit After Tax (858,532,845) (281,981,046) (328,103,612) 24,054,370 283,488,860 369,364,416
Cash Out Flows
Taxes Paid 87,853,021 104,170,434 129,515,571 160,620,527 173,266,147 161,643,265
Financial Charges Paid 384,836,627 365,021,094 516,302,454 567,013,277 630,420,236 650,573,182
Fixed Capital Expenditure 107,202,931 121,186,306 59,936,217 226,300,860 261,396,460 301,827,847
Balance Sheet
Current Assets 4,067,813,268 4,808,881,584 4,115,639,961 4,318,677,167 5,749,081,598 5,215,010,339
Current Liabilities 5,509,121,061 5,628,607,209 4,520,509,203 4,532,696,850 5,837,600,775 5,205,456,482
Operating Fixed Assets - Owned 4,895,274,300 5,015,813,035 5,135,651,509 5,314,280,046 5,289,036,660 5,263,190,435
Total Assets 9,199,049,403 | 10,080,239,282 9,488,290,306 9,889,560,565 | 11,382,031,097 | 10,830,022,489
Long Term Loans and Finances 374,350,550 234,694,556 676,864,096 720,852,703 840,489,667 1,051,615,026
Shareholders' Equity 1,345,180,567 2,168,064,425 2,407,468,961 2,689,782,379 2,658,208,889 2,329,440,586
Financial Ratios
Current Ratio 0.74 0.85 0.91 0.95 0.98 1.00
Gearing Ratio (%age) 0.80 0.72 0.65 0.63 0.69 0.71
Gross Profit Ratio (%age) 0.21 5.89 5.98 9.36 10.47 12.53
Net (Loss)/Profit Ratio (%age) (8.10) (2.69) (2.74) 0.18 0.02 0.03
Return on Capital Employed (%age) (4.56) (1.50) (1.74) 0.13 1.51 1.96
(Loss)/Earning Per Share (45.64) (14.99) (17.44) 1.28 15.07 19.64
Production Machines
Spinning Section
Spindles Installed 92,640 92,640 92,640 92,640 93,720 93,720
Spindles Works 92,640 92,640 92,640 92,640 93,720 93,720
No. of Shifts Worked per Day 3 3 3 3 3 3
Installed Capacity at 20/s Count (Kgs.) 33,934,991 33,934,991 33,934,991 33,934,991 34,330,606 34,880,573
Actual Production converted into 20/s Count (Kgs.) 22,371,442 23,417,692 22,431,477 21,500,041 20,996,992 23,276,824
Weaving Section
Number of Looms Installed 210 210 210 210 210 210
Number of Looms Worked 210 210 210 210 210 210
Number of Shifts Worked per day 3 3 3 3 3 3
Installed Capacity at 50 Picks - Sq. Meter 48,754,207 48,754,207 48,754,207 48,754,207 48,754,207 48,754,207
Actual Production converted into 50 Picks - Sq. Meter 24,741,499 24,686,135 23,494,215 25,131,641 26,616,461 25,912,353
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AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed Balance Sheet of HUSSAIN MILLS LIMITED as at 30th June,
2017 and the related Profit and Loss Account, Cash Flow Statement and Statement of Changes in
Equity, together with the notes forming part thereof, for the Year then ended and we state that we
have obtained all the information and the explanations which to the best of our knowledge and
belief were necessary for the purpose 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 conduct 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 the 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:

'z
z
.
i

The Company has not recognised deferred tax expense for the year amounting to Rs.
204,857,790/-. Had the aforesaid deferred tax been recognised, the after tax loss for the
year and non-current liabilities would have been higher by Rs. 204,857,790/-.

Except for the contents of the preceding paragraph and the extent to which this effects the
annexed financial statements, 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 the Profit and Loss Account together with the notes thereon
have been drawn up in conformity with the Companies Ordinance, 1984, and are in
agreement with the Books of Account and are further in accordance with Accounting
Policies consistently applied.

i) the Expenditure incurred during the Year was for the purpose of 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;

S )
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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, Cash Flow Statement and the Statement of
Changes in Equity, together with the Notes forming part thereof, conform with approved
accounting standards as applicable in Pakistan, and give the information required by the
Companies Ordinance, 1984, in the manner so required and respectively give a true and fair
view of the state of Company's affairs as at 30th June, 2017 and of the Loss, 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.

Without qualifying our opinion we draw your attention to:

(1) the fact that the Company is defendant in a lawsuit preferred by the aggrieved share holders,
holding 41.28% equity shares in the Company. The pray of aforesaid lawsuit includes the winding
up of the Company. Preliminary hearings and case proceeding are in progress. The management
of the company and its legal counsel are confident to defeat the petition being baseless and
without merit.

(2) note 2.1 in the financial statements which indicates that during the year ended June, 2017, the
Company incurred net after tax loss amounting to Rs. 858.533 million, resulting in negative cash
flow for operations before working capital changes and as of that date its current liabilities exceed
its current assets by Rs. 1,441.308 million. Theses conditions indicate existence of a material
uncertainty that may cast significant doubt about the entity’s ability to continue as a going
concern. However, these financial statements have been prepared on a going concern basis for the
reasons, as more fully explained in note 2.1 in the financial statements.

Sd/-

Rafqat Hussain & Co.

Chartered Accountants

Engagement Partner: Kamran Saeed Bhutta, FCA
Place: Lahore

Dated: October 03, 2017

B S
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HUSSAIN MILLS LIMITED
BALANCE SHEET
AS AT JUNE 30, 2017

2017 2016
Note Rupees Rupees
EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES
Authorized Capital:

40,000,000 (2016: 40,000,000) Ordinary Shares of Rs. 10/- each 400,000,000 400,000,000
Issued, Subscribed and Paid-up Capital 4 188,102,570 188,102,570
Capital Reserves 129,738,223 129,738,223
Un-appropriated Profit 1,027,339,774 1,850,223,632

1,345,180,567 2,168,064,425
Long Term Loan from Directors 5 186,325,505 211,956,969
1,531,506,072 2,380,021,394
SURPLUS ON REVALUATION OF OPERATING FIXED ASSETS 6 1,655,918,765 1,691,270,092
NON CURRENT LIABILITIES
Long Term Finances 7 374,350,550 234,694,556
Liabilities against Assets subject to Finance Lease 8 13,113,796 36,612,360
Deferred Liabilities 9 115,039,159 109,033,671
502,503,505 380,340,587
CURRENT LIABILITIES
Trade and Other Payables 10 755,146,399 448,413,702
Accrued Interest and Mark-up 11 54,015,956 50,646,438
Short Term Borrowings 12 4,421,660,341 4,910,036,046
Current Portion of Long Term Liabilities 13 278,298,365 219,511,023
5,509,121,061 5,628,607,209
CONTINGENCIES AND COMMITMENTS 14 - -
9,199,049,403 10,080,239,282
ASSETS
NON CURRENT ASSETS
Property, Plant and Equipment 15 5,058,018,961 5,177,737,834
Long Term Investments 16 12,394,254 12,096,594
Long Term Loans and Advances 17 17,452,800 22,784,000
Long Term Deposits and Prepayments 18 43,370,120 58,739,270
5,131,236,135 5,271,357,698
CURRENT ASSETS
Stores, Spares and Loose Tools 19 214,740,223 413,450,381
Stock in Trade 20 2,357,965,590 2,898,437,416
Trade Debts 21 831,252,116 761,057,268
Loans and Advances 22 98,562,366 89,724,663
Trade Deposits and Short Term Pre-payments 23 1,176,927 1,992,833
Interest Accrued 24 136,971 182,268
Other Receivables 25 285,206,420 118,639,374
Short Term Investments 26 - 831,530
Tax Refunds Due from Government Departments 27 130,628,261 140,627,616
Cash and Bank Balances 28 148,144,394 383,938,235
4,067,813,268 4,808,881,584
9,199,049,403 10,080,239,282

The annexed Notes from 1 to 45 form an integral part of these Financial Statements

CHIEF EXECUTIVE

DIRECTOR
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HUSSAIN MILLS LIMITED
PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2017

2017 2016
Note Rupees Rupees

SALES 29 10,590,320,072 10,292,089,593
COST OF SALES 30 (10,568,285,973) (9,686,269,731)
GROSS PROFIT 22,034,099 605,819,862
DISTRIBUTION COST 31 (148,119,170) (185,475,760)
ADMINISTRATIVE EXPENSES 32 (254,077,201) (237,422,773)
OTHER OPERATING EXPENSES 33 (42,091) (181,987)

(402,238,462) (423,080,519)
OPERATING (LOSS) / PROFIT before Other Income (380,204,363) 182,739,343
OTHER INCOME 34 7,730,039 12,248,688
OPERATING (LOSS) / PROFIT after Other Income (372,474,324) 194,988,031
FINANCE COST 35 (388,206,145) (357,805,650)
NET LOSS FOR THE YEAR before Taxation (760,680,469) (162,817,619)
TAXATION 36 (97,852,376) (119,163,427)
NET LOSS FOR THE YEAR after Taxation (858,532,845) (281,981,046)
OTHER COMPREHENSIVE (LOSS)/INCOME:
Un-realized Gain on Re-measurement
of Defined Benefit Obligation (Net of Deferred Tax) - 4,656,742
Realized Gain on Plant and Machinery Disposed Off - 820,335
Un-realized Gain/(Loss) on Re-measurement
of Fair Value of Investments Held for Sale 297,660 (109,560)

297,660 5,367,517

TOTAL COMPREHENSIVE LOSS (858,235,185) (276,613,529)
LOSS PER SHARE - Basic and Diluted 37 (45.64) (14.99)
The annexed Notes from 1 to 45 form an integral part of these Financial Statements
CHIEF EXECUTIVE DIRECTOR
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HUSSAIN MILLS LIMITED
CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2017

g/

2017 2016
Note Rupees Rupees
CASH FLOW FROM OPERATING ACTIVITIES
Loss before Taxation (760,680,469) (162,817,619)
Adjustment for:
Provision for Gratuity 40,090,311 42,548,913
Depreciation 219,866,913 224,768,974
Re-Measurement on Investments - (36,605)
Loss on Disposal of Fixed Assets (4,066,659) (5,729,721)
Dividend Income - (40,000)
Interest Income (296,463) (376,490)
Return on Bank Deposits (3,366,917) (1,785,065)
Gain on Investments 42,091 181,987
Finance Cost 388,206,145 357,805,650
640,475,421 617,337,643
Cash (Used to) / Generated from Operations before Working Capital Changes (120,205,048) 454,520,024
EFFECT ON CASH FLOW OF WORKING CAPITAL CHANGES
(Increase)/Decrease in Current Assets
Stores, Spares and Loose Tools 198,710,158 (63,326,264)
Stock in Trade 540,471,826 (677,905,438)
Trade Debtors (70,194,848) 85,506,927
Loans and Advances (8,837,703) 30,974,046
Trade Deposits and Short Term Prepayments 815,906 (965,427)
Other Receivables (166,567,046) 33,669,260
Increase/(Decrease) in Current Liabilities
Trade and Other Payables 306,732,697 (97,014,848)
801,130,990 (689,061,744)
680,925,942 (234,541,720)
Income Tax Paid (87,853,021) (104,170,434)
Finance Cost Paid (384,836,627) (365,021,094)
Gratuity Paid (34,084,823) (34,418,761)
NET CASH INFLOW / (OUTFLOW) FROM OPERATING ACTIVITIES 174,151,471 (738,152,009)
CASH FLOW FROM INVESTING ACTIVITIES
Interest Income 341,760 421,728
Return on Bank Deposits 3,366,917 1,785,065
Dividend Paid - 40,000
Fixed Capital Expenditure (107,202,931) (121,186,306)
Proceeds from Disposal of Operating Fixed Assets 11,121,550 12,079,200
Short Term Investments 789,439 230,838
Long Term Loan Recovered 5,331,200 5,331,200
Long Term Deposits and Prepayments 15,369,150 (14,080,260)
NET CASH OUTFLOW FROM INVESTING ACTIVITIES (70,882,915) (115,378,535)
CASH FLOW FROM FINANCING ACTIVITIES
Long Term Finances - net 197,489,342 (206,912,834)
Finance Lease Liabilities (22,544,570) (6,026,270)
Loan from Directors/Sponsors (25,631,464) (41,330,137)
Short Term Borrowings (488,375,705) 1,224,408,963
NET CASH (OUTFLOW) / INFLOW FROM FINANCING ACTIVITIES (339,062,397) 970,139,722
NET (DECREASE) / INCREASE IN CASH AND CASH EQUIVALENTS (235,793,841) 116,609,178
CASH AND CASH EQUIVALENTS AT BEGINNING OF THE YEAR 383,938,235 267,329,056
CASH AND CASH EQUIVALENTS AT END OF THE YEAR 148,144,394 383,938,235

The annexed Notes from 1 to 45 form an integral part of these Financial Statements

CHIEF EXECUTIVE

_— i -

DIRECTOR



HUSSAIN MILLS LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2017

PAID-UP PREMIUMCAPITAL RESERVES LOANFROM  UN-APPR-
SHARE ON SHARES MERGER TOTAL  DIRECTORS OPRIATED TOTAL
CAPITAL RESERVE PROFIT
ISSUED
Rupees Rupees Rupees Rupees Rupees Rupees
Balance as at 30th June, 2015 - as previously reported 188,102,570 3,352,334 126,385,889 129,738,223 - 2,089,628,168  2,407,468,961
Long Term Loan from Directors - - 277,787,106 277,787,106
Balance as at 30th June, 2015 - as restated 188,102,570 3,352,334 126,385,889 129,738,223 277,787,106  2,089,628,168  2,685,256,067
Payment during the Year - - (65,830,137) (65,830,137)
Total Comprehensive Income for
the Year ended 30th June, 2016 - - (276,613,529)  (276,613,529)
Incremental Depreciation on
Revaluation of Fixed Assets - - 37,208,993 37,208,993
Balance as at 30th June, 2016 188,102,570 3,352,334 126,385,889 129,738,223 211,956,969  1,850,223,632  2,380,021,394
Payment during the Year - - (25,631,464) (25,631,464)
Total Comprehensive Income for
the Year ended 30th June, 2017 - - (858,235,185)  (858,235,185)
Incremental Depreciation on
Revaluation of Fixed Assets - - 35,351,327 35,351,327
Balance as at 30th June, 2017 188,102,570 3,352,334 126,385,889 129,738,223 186,325,505  1,027,339,774  1,531,506,072

The annexed Notes from 1 to 45 form an integral part of these Financial Statements

CHIEF EXECUTIVE

DIRECTOR



HUSSAIN MILLS LIMITED
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2017

1 STATUS AND NATURE OF BUSINESS
Hussain Mills Limited ("the Company") was incorporated in Pakistan on 31st March, 1980 as a Public Limited Company
under the Companies Act 1913 (Now Companies Ordinance, 1984). This is an unquoted Company which is principally
engaged in manufacturing/purchase and sale of Yarn and Fabric. The manufacturing units of the Company are located
in the vicinity of Multan. The Registered office of the Company is situated at Saima Trade Tower-B, I. I. Chundrigar
Road, Karachi.

2 BASIS OF PREPARATION
2.1 BASIS OF MEASUREMENT

During the year, the Company incurred net after tax loss amounting to Rs. 858.533 million (2016: Rs. 281.981
million) mainly due to depressed market conditions, in turn, resulting in negative cash flows from Operations
before Working Capital, as of that date its current liabilities exceeded its current assets by Rs. 1,441.308 million
(2016: Rs. 819.726 Million). There are material uncertainties that may cast doubt on the entity's ability to
continue as a going concern, however, these financial statements have been prepared on going concern basis on
the grounds that the Company will be able to achieve satisfactory levels of profitability in the future based on a
plan drawn up by the management for this purpose so that the Company will continue its business in a profitable
manner.

Financial Projections

The management of the Company has prepared financial projections for five years to analyse the Company's
sustainability in the future periods with a particular focus on the twelve months period ending 30th June, 2018.
The financial projections are based on various assumptions such as possible reduction in cost of production to
improve margin/liquidity, change in product which has been more profitable to utilization, markup rates and
consumption etc.

These financial projections have been approved by the Board of Directors of the Company and have been
subjected to stressed scenarios which the Board considered to be reasonable and appropriate.

Financial commitment from sponsors

Although the Company has been able to generate 'Cash Inflow' from its operating activities, however, the
sponsors of the Company explicitly provide a commitment to provide necessary financial support to the Company,
if need arises, to address any liquidity and solvency issues to enable the Company to continue its business.

The assessment of appropriateness of using the going concern basis of accounting has been subject to a due
governance process involving the Board of Directors of the Company. In making such assessments, the Directors
have taken into account all facts and circumstances as referred to in the above paragraphs. After considering the
financial projections, in particular those for the period up to 30th June, 2018, the Directors have reasonable
expectation that the Company will have adequate resources to continue its business over this period.

Therefore, these Financial Statements have been prepared as going concern under the historical cost
convention except for revaluation/re-measurement as indicated in Note 6.2, 16 and 26, without any adjustment
of Inflation or Current Values, if any, using, except for Cash Flow Statement, Accrual basis of Accounting.
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Note 2, Basis of Preparation - contd...

2.2 STATEMENT OF COMPLIANCE

These Financial Statements have been prepared in accordance with the approved accounting standards, as
applicable in Pakistan for Large Sized Company. Approved accounting standards comprise of such International
Financial Reporting Standards (IFRS) issued by the International Accounting Standards Board (IASB) as notified
under the provisions of the Companies Ordinance 1984 and the directives issued by the Securities and Exchange
Commission of Pakistan (SECP). 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 IFRSs, the
requirements of Companies Ordinance, 1984 or the requirements of the said directives issued by the SECP take
precedence.

2.3 Amendments to published approved accounting standards that are effective in current year and are

relevant to the Company
The following amendments to published approved accounting standards are mandatory for the Company’s

accounting periods beginning on or after 01 July 2016:

IAS 16 (Amendments) ‘Property, Plant and Equipment’ (effective for annual periods beginning on or after 01
January 2016). The amendments clarify that a depreciation method which is based on revenue, generated by an
activity by using of an asset is not appropriate for property, plant and equipment; and add guidance that
expected future reductions in the selling price of an item that was produced using an asset could indicate the
expectation of technological or commercial obsolescence of the asset, which, in turn, might reflect a reduction of
the future economic benefits embodied in the asset.

IAS 27 (Amendments) 'Separate Financial Statements' (effective for annual periods beginning on or after 01
January 2016). The amendments have been made to permit investments in subsidiaries, joint ventures and
associates to be optionally accounted for using the equity method in separate financial statements. However, the
Company has not availed this option.

IAS 34 (Amendments) ‘Interim Financial Reporting’ (effective for annual periods beginning on or after 01 January
2016). This amendment clarifies what is meant by the reference in the standard to ‘information disclosed
elsewhere in the interim financial report’. The amendment also amends IAS 34 to require a cross-reference from
the interim financial statements to the location of that information.

The application of the above amendments does not result in any impact on profit or loss, other comprehensive
income and total comprehensive income.

Amendments to published approved accounting standards that are effective in current year but not
relevant to the Company

There are other amendments to published approved accounting standards that are mandatory for accounting
periods beginning on or after 01 July 2016 but are considered not to be relevant or do not have any significant
impact on the Company'’s financial statements and are therefore not detailed in these financial statements.
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Note 2, Basis of Preparation - contd...

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

Following standards, interpretations and amendments to existing standards have been published and are
mandatory for the Company’s accounting periods beginning on or after 01 July 2017 or later periods:

IFRS 9 ‘Financial Instruments’ (effective for annual periods beginning on or after 01 January 2018). A finalized
version of IFRS 9 which contains accounting requirements for financial instruments, replacing IAS 39 ‘Financial
Instruments: Recognition and Measurement’. Financial assets are classified by reference to the business model
within which they are held and their contractual cash flow characteristics. The 2014 version of IFRS 9 introduces
a ‘fair value through other comprehensive income’ category for certain debt instruments. Financial liabilities are
classified in a similar manner to under IAS 39, however there are differences in the requirements applying to the
measurement of an entity’s own credit risk. The 2014 version of IFRS 9 introduces an ‘expected credit loss” model
for the measurement of the impairment of financial assets, so it is no longer necessary for a credit event to have
occurred before a credit loss is recognized. It introduces a new hedge accounting model that is designed to be
more closely aligned with how entities undertake risk management activities when hedging financial and non-
financial risk exposures. The requirements for the derecognition of financial assets and liabilities are carried
forward from IAS 39. The management of the Company is in the process of evaluating the impacts of the
aforesaid standard on the Company’s financial statements.

IFRS 15 ‘Revenue from Contracts with Customers’ (effective for annual periods beginning on or after 01 January
2018). IFRS 15 provides a single, principles based five-step model to be applied to all contracts with customers.
The five steps in the model are: identify the contract with the customer; identify the performance obligations in
the contract; determine the transaction price; allocate the transaction price to the performance obligations in the
contracts; and recognize revenue when (or as) the entity satisfies a performance obligation. Guidance is provided
on topics such as the point in which revenue is recognized, accounting for variable consideration, costs of fulfilling
and obtaining a contract and various related matters. New disclosures about revenue are also introduced. IFRS
15 replaces IAS 11 *Construction Contracts’, IAS 18 ‘Revenue’, IFRIC 13 ‘Customer Loyalty Programmes’, IFRIC 15
‘Agreements for Construction of Real Estate’, IFRIC 18 ‘Transfer of Assets from Customers’ and SIC 31’ Revenue-
Barter Transactions Involving Advertising Services. The aforesaid standard is not expected to have a material
impact on the Company'’s financial statements.

IFRS 16 ‘Lease’ (effective for annual periods beginning on or after 01 January 2019). IFRS 16 specifies how an
entity will recognize, measure, present and disclose leases. The standard provides a single lessee accounting
model, requiring lessees to recognize assets and liabilities for all leases unless the lease term is 12 months or less
or the underlying asset has a low value. Lessors continue to classify leases as operating or finance, with IFRS 16
approach to lessor accounting substantially unchanged from its predecessor, IAS 17 ‘Leases’. IFRS 16 replaces
IAS 17 ‘Leases’, IFRIC 4 ‘Determining Whether an Arrangement Contains a Lease’, SIC-15 ‘Operating
Leases—Incentives’ and SIC-27 ‘Evaluating the Substance of Transactions Involving the Legal Form of a Lease’.
The management of the Company is in the process of evaluating the impacts of the aforesaid standard on the
Company’s financial statements.

IFRIC 22 ‘Foreign Currency Transactions and Advance Consideration’ (effective for annual periods beginning on or
after 01 January 2018). IFRIC 22 clarifies which date should be used for translation when a foreign currency
transaction involves payment or receipt in advance of the item it relates to. The related item is translated using
the exchange rate on the date the advance foreign currency is received or paid and the prepayment or deferred
income is recognized. The date of the transaction for the purpose of determining the exchange rate to use on
initial recognition of the related asset, expense or income (or part of it) would remain the date on which receipt
of payment from advance consideration was recognized. If there are multiple payments or receipts in advance,
the entity shall determine a date of the transaction for each payment or receipt of advance consideration. The
interpretation is not expected to have a material impact on the Company’s financial statements.
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Note 2, Basis of Preparation - contd...

IFRIC 23 ‘Uncertainty over Income Tax Treatments’ (effective for annual periods beginning on or after 01 January
2019). The interpretation addresses the determination of taxable profit (tax loss), tax bases, unused tax losses,
unused tax credits and tax rates, when there is uncertainty over income tax treatments under IAS 12 ‘Income
Taxes’. It specifically considers: whether tax treatments should be considered collectively; assumptions for
taxation authorities' examinations; the determination of taxable profit (tax loss), tax bases, unused tax losses,
unused tax credits and tax rates; and the effect of changes in facts and circumstances. The interpretation is not
expected to have a material impact on the Company’s financial statements.

IFRS 15 (Amendments), ‘Revenue from Contracts with Customers’ (effective for annual periods beginning on or
after 01 January 2018). Amendments clarify three aspects of the standard (identifying performance obligations,
principal versus agent considerations, and licensing) and to provide some transition relief for modified contracts
and completed contracts. The aforesaid amendments are not expected to have a material impact on the
Company’s financial statements.

IAS 7 (Amendments), ‘Statement of Cash Flows’ (effective for annual periods beginning on or after 01 January
2017). Amendments have been made to clarify that entities shall provide disclosures that enable users of financial
statements to evaluate changes in liabilities arising from financing activities. The aforesaid amendments will result
in certain additional disclosures in the Company’s financial statements.

IAS 12 (Amendments), ‘Income Taxes’ (effective for annual periods beginning on or after 01 January 2017). The
amendments clarify that the existence of a deductible temporary difference depends solely on a comparison of
the carrying amount of an asset and its tax base at the end of the reporting period, and is not affected by
possible future changes in the carrying amount or expected manner of recovery of the asset. The amendments
further clarify that when calculating deferred tax asset in respect of insufficient taxable temporary differences, the
future taxable profit excludes tax deductions resulting from the reversal of those deductible temporary
differences. The amendments are not likely to have significant impact on Company’s financial statements.

IAS 40 (Amendments), ‘Investment Property’ (effective for annual periods beginning on or after 01 January
2018). Amendments have been made to state that that an entity shall transfer a property to, or from, investment
property when, and only when, there is evidence of a change in use. A change of use occurs if property meets, or
ceases to meet, the definition of investment property. A change in management’s intentions for the use of a
property by itself does not constitute evidence of a change in use. The list of examples of evidence in paragraph
57(a) — (d) is now presented as a non-exhaustive list of examples instead of the previous exhaustive list. The
amendment is not likely to have a significant impact on the Company’s financial statements.

Amendments to IFRS 10 and IAS 28 (deferred indefinitely) to clarify the treatment of the sale or contribution of
assets from an investor to its associates or joint venture, as follows: require full recognition in the investor’s
financial statements of gains and losses arising on the sale or contribution of assets that constitute a business (as
defined in IFRS 3 'Business Combinations’); require the partial recognition of gains and losses where the assets
do not constitute a business, i.e. a gain or loss is recognized only to the extent of the unrelated investors’
interests in that associate or joint venture. These requirements apply regardless of the legal form of the
transaction, e.g. whether the sale or contribution of assets occur by an investor transferring shares in a subsidiary
that holds the assets (resulting in loss of control of the subsidiary), or by the direct sale of the assets themselves.
The management of the Company is in the process of evaluating the impacts of the aforesaid amendments on
the Company’s financial statements.
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Note 2, Basis of Preparation - contd...

On 8 December 2016, IASB issued Annual Improvements to IFRSs: 2014 — 2016 Cycle, incorporating
amendments to three IFRSs more specifically in IFRS 12 ‘Disclosure of Interests in Other Entities’ and IAS 28
‘Investments in Associates and Joint Ventures’. These amendments are effective for annual periods beginning on
or after 01 January 2017 and 01 January 2018 respectively. These amendments have no significant impact on the
Company’s financial statements and have therefore not been analyzed in detail.

Standards and amendments to approved published standards that are not yet effective and not
considered relevant to the Company

There are other standards and amendments to published standards that are mandatory for accounting periods
beginning on or after 01 July 2017 but are considered not to be relevant or do not have any significant impact on
the Company’s financial statements and are therefore not detailed in these financial statements.

2.4 CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

The preparation of Financial Statements in conformity with the approved accounting standards and application of
the Company's significant accounting policies stated in Note 3, requires the use of certain critical accounting
estimates. It also requires the management to exercise its judgment in the process of applying the Company's
accounting policies. Estimates and judgments are continually evaluated and are based on historical experience,
including expectations of future events that are believed to be reasonable under the circumstances, Following are
the areas where various assumptions and estimates are significant to the Company's Financial Statements or
where judgment was exercised in application of accounting policies are as follows:

(i) Taxation (Note 3.1)
(ii)  Useful Life of Assets and Depreciation/Amortization (Note 3.4)
(i) Employees Retirement Benefits (Note 3.9)
(iv) Financial Instruments and Investments (Note 3.13)

2.5 CORRESPONDING FIGURES
Corresponding Figures have been rearranged and reclassified wherever necessary to reflect more appropriate
presentation of events and transactions for the purpose of comparison.

2.6 FUNCTIONAL AND PRESENTATION CURRENCY
These Financial Statements are presented in Pakistani Rupees which is the Company's functional and
presentation currency.

2.7 FIGURES are rounded off to the nearest Rupee.

3 SIGNIFICANT ACCOUNTING POLICIES
The significant accounting policies adopted in the preparation of these Financial Statements are set out below. These
policies have been consistently applied to all the years presented, unless otherwise stated.

3.1 TAXATION
Current:
Charge for Taxation is based on taxable income if any, at the current rates of tax after taking into account
available tax credits and tax rebates, if any. However, for income covered under final tax regime, taxation is
based on applicable tax rates under such regime.
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Note 3, Significant Accounting Policies - contd...

Deferred:

Deferred Tax is recognized using balance sheet liability method in respect of all taxable temporary timing
differences between the amounts used for financial reporting purpose and amounts used for taxation purposes.
However, Deferred Tax is not provided if it can be established with reasonable accuracy that these differences
will not reverse in the foreseeable future.

The Company recognizes deferred tax assets on all deductible temporary differences to the extent that it is
probable that future taxable profits will be available against which these deductible temporary differences,
unused tax losses and tax credits can be utilized.

Deferred tax is calculated using rates that are expected to apply to the period when these differences are
expected to reverse, based on tax rates that have been enacted or substantively enacted by the balance sheet
date.

Deferred tax is charged or credited in the profit and loss account, except where deferred tax arises on the items
credited or charged directly to the equity, in which case it is included in equity.

3.2 FOREIGN CURRENCY TRANSLATIONS
All monetary assets and liabilities in foreign currencies are translated into Pak Rupees at exchange rates
prevailing at the balance sheet date. Transactions in foreign currencies are translated into Pak Rupees at the spot
rate. All non-monetary items are translated into Pak Rupees exchange rates prevailing on the date of transaction
or on the date when fair values are determined.

Exchange gains/losses due to exchange fluctuations on principal loans are capitalized as part of the cost of
machinery acquired out of the proceeds of such Foreign Currency Loans. All other exchange differences are
taken to the Profit and Loss Account.

3.3 BORROWING COST
Borrowing Costs directly attributable to the acquisition, construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to get ready for their intended use or sale, are added to
the cost of those assets, until such time as the assets are substantially ready for their intended use or sale. All
other borrowing costs are charged to income in the period of incurrence.

Investment income earned on the temporary investment of specific borrowings spend their expenditure on
qualifying assets is deducted from the borrowing costs eligible for capitalization.

3.4 PROPERTY, PLANT AND EQUIPMENT
These are stated at Cost less accumulated Depreciation and impairment, if any, except Freehold Land, Buildings,
Plant and Machinery and Capital work-in-Progress. Buildings on freehold land and Plant and Machinery are stated
at re-valued amount less accumulated Depreciation thereon. Freehold Land and Capital Work-in- Progress are
stated at Re-Valued Amount and Cost, respectively. Cost, in relation to Capital Work in Progress, consists of
expenditure incurred in respect of Fixed Assets in the course of their construction, installation and acquisition.

Cost of certain items of Plant and Machinery consists of historical cost and exchange fluctuations on foreign
currency loans utilized for acquisition thereof. Borrowing Costs pertaining to erection / construction period are
capitalized as part of the historical cost.
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Note 3, Significant Accounting Policies - contd...

Depreciation is charged to income applying the reducing balance method to write-off the Cost, capitalized
Exchange Fluctuations and Borrowing Costs over the estimated remaining useful life of the assets. The useful
life and depreciation method is reviewed periodically to ensure that the method and period of depreciation are
consistent with the expected pattern of economic benefits from these items of Fixed Assets. Rates of
Depreciation are stated in Note 15.1. In respect of additions and disposals during the year, depreciation is
charged from the month of acquisition and up to the month preceding the disposal respectively. Gains/losses on
disposal of Fixed Assets are taken to Profit and Loss Account.

Depreciation on major additions to the Fixed Assets is charged from the month in which Fixed Asset is put to use
or becomes operational while no depreciation is charged for the month in which Fixed Asset is disposed off.

Minor Repairs and Maintenance are charged to Income, as and when incurred. Major Renewals and
Replacements are capitalized and the Assets so replaced, if any, other than those retained as stand by, are
retired.

3.5 ASSETS SUBJECT TO FINANCE LEASE
These are stated at the lower of present value of minimum lease payments under the lease agreements and the
fair value of the assets. The related obligation of lease are accounted for as liabilities. Financial charges are
allocated to the accounting periods in a manner so as to provide a constant periodic rate of financial cost on the
remaining balance of principal liability for each period.

Depreciation is charged at the rates stated in Note 15.1 applying the reducing balance method to write-off the
Cost of the Asset over its estimated remaining useful life in view of certainty of ownership of Assets at the end of
the lease period.

Financial Charges and Depreciation on leased Assets are charged to Income currently.

3.6 INVESTMENTS AND OTHER FINANCIAL ASSETS
Financial Assets in the scope of IAS 39: "Financial Instruments - Recognition and Measurement", are classified as
either Financial Assets at Fair Value through Profit and Loss, Loans and Receivables, Held to Maturity Investments
and Held for Sale Financial Assets as appropriate. When Financial Assets are recognized initially, they are
measured at fair value, plus, in the case of Investments not at Fair Value through Profit or Loss, directly
attributable transaction costs. The Company determines the classification of its financial assets after initial
recognition and where allowed and appropriate revalue these designation at each financial year end.

All regular way purchases and sales of Financial Assets are recognized on the trade date i.e. the date the
Company commits to purchase the Asset. Regular way purchases or sales are purchases/sales of Financial Assets
that require delivery of Assets within the period generally established by regulation or convention in the Market
place.

Investment at fair value through profit or loss
Financial Assets classified as held for trading are included in this category. Financial Assets are classified as held
for trading if these are acquired for the purpose of selling in the short term. Gains or losses on investments held-
for-trading are recognized in profit and loss account.
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Note 3, Significant Accounting Policies - contd...

Held to Maturity Investments

Investment with fixed or determinable payments and fixed maturity are classified as held to maturity when the
Company has the positive intention and ability to hold to maturity. Held to maturity investments are initially
recognized at cost inclusive of transaction cost and are subsequently measured at amortized cost using effective
interest rate method. Gains or Losses on investments held-to-maturity are recognized in profit and loss account
when the investments are de-recognized or impaired, as well as through the amortization process.

Loans and Receivables

These are non derivative Financial Assets with Fixed or Determinable payments that are not Quoted in an Active
market. Such assets are carries at amortized cost using the effective interest method. Gains and Losses are
Recognized in Income when the Loans and Receivables are De-recognized or impaired, as well as through the
amortization process.

Held for Sale Financial Assets

Financial Assets intended to be held for an indefinite period of time, which may by sold in response to need for
liquidity or changes in interest rates or equity prices are classified as available for sale. These investments are
initially recognized at fair value plus transaction cost and subsequently re-measured at fair value. Gains and
losses arising from re-measurement at fair value is recognized in the equity under fair value reserve until sold,
collected, or otherwise disposed off at which time, the cumulative gain or loss previously recognized in equity is
included in profit and loss account.

The fair value of investments that are actively traded in organized financial markets is determined by reference to
Quoted market bid prices at the close of business on the balance sheet date. For investments where there is no
active market, fair value is determined using valuation techniques.

The un-recognized gain on re-measurement of investments at fair value is not available for distribution. This will
be transferred to Profit and Loss Account on de-recognition of Investments.

De-recognition

All investments are de-recognized when the rights to receive cash flows from the investments have expired or
have been transferred and the Company has transferred substantially all risks and rewards of ownership. These
investments are accounted for in accordance with IAS-39 "Financial Instruments: Recognition and Measurement".

3.7 STORES, SPARES AND LOOSE TOOLS
These are valued at moving average Cost less allowance for obsolete and slow moving items. Stores-in-transit are
valued at Cost accumulated to the Balance Sheet date.
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Note 3, Significant Accounting Policies - contd...

3.8 STOCKS - IN - TRADE are valued at Lower of Cost and Net Realizable Value. Cost is determined by applying
the following basis.

Particulars Mode of Valuation

Raw Materials: Annual Average
Work-in-Process: Average Manufacturing Cost
Finished Goods Average Manufacturing Cost
Waste Net Realizable Value.

Raw material in Transit is stated at invoice value plus other charges thereon up to the balance sheet date.

Average manufacturing Cost in relation to Work-in-Process and Finished Goods consists of Prime Cost and
appropriate Production Overheads.

Net Realizable Value signifies the Selling Price in the ordinary course of business less Cost necessary to be
incurred to effect such Sale.

3.9 STAFF RETIREMENT BENEFITS
The Company operates an unfunded Gratuity Scheme covering all the employees of the Company with minimum
qualifying period of service as defined under the respective scheme. Provision is made annually on the basis of
actuarial valuation. The most recent actuarial valuation was carried out as at June 30, 2016 using the Projected
Unit Credit Method. Actuarial gains and losses are recognized in accordance with the recommendations of the
actuary. Further, the management of the company could not determine the expected payments in next period

reasonably.

Principal Actuarial Assumptions 2017 2016
Discount Rate 7.25% 7.25%
Expected rate of eligible salary increase in future years 6.25% 6.25%

3.10 REVENUE RECOGNITION:
Sales are recorded on dispatch of goods to the Customers. Processing Charges are recorded when Goods are
delivered to Customers and Invoices are raised. Return on Investments and Deposits are recorded on time
proportion basis. Dividend Income is recognized when right to receive is established. Interest/Mark up is
recognized as this becomes due.

3.11 TRADE DEBTS, ADVANCES TO SUPPLIERS AND OTHER RECEIVABLES
These are carried at original invoice amount less estimate made for doubtful receivables based on review of
outstanding amounts at the year end. Balances considered bad and irrecoverable are written off when identified.

3.12 CASH AND CASH EQUIVALENTS
Cash and cash equivalents comprise cash in hand, cash at banks on current accounts, saving and deposit
accounts and other short term highly liquid instruments that are readily convertible into known amount of cash
and which are subject to insignificant risk of changes in values.



Note 3, Significant Accounting Policies - contd...

3.13 FINANCIAL INSTRUMENTS

Recognition and Measurements

Financial instruments are recognized at fair value when the Company becomes party to the contractual provisions
of the instruments by the following trade date accounting. Any gain or loss on the subsequent measurement is
charged to the profit and loss account. The Company derecognizes a financial asset or a portion of financial asset
when, and only when, the enterprise looses the control over contractual right that comprises the financial asset
or a portion of financial asset. While a financial liability or a part of financial liability is derecognized from the
balance sheet when, and only when, it is extinguished, i.e., when the obligation specified in contract is
discharged, cancelled or expired.

The particular measurement methods adopted are disclosed in the individual policy statements associated with
each item, if any.

Financial assets are long term investments, trade debts, deposits, loans and advances, other receivables, short
term investments and cash and bank balances.

Financial liabilities are classified according to the substance of the contractual agreements entered into.
Significant financial liabilities are long term financing, short term financing and trade and other payables.

Off-setting of Financial Assets and Financial Liabilities

A financial asset and financial liability is offset against each other and the net amount is reported in the Balance
Sheet, if the Company has a legally enforceable right to set off the recognized amount and intends either to settle
on net basis or realize the assets and settle the liability simultaneously.

3.14 TRADE AND OTHER PAYABLES
Liabilities for Trade and Other Payables are carried at Cost which is the fair value of the consideration to be paid
in the future for goods and services received, whether billed to the Company or not.

3.15 PROVISIONS
A Provision is recognized in the Balance Sheet when the Company has a legal or constructive obligation as a
result of a past event; it is probable that an outflow of economic resources embodying economic benefits will be
required to settle the obligation and a reliable estimate can be made of the amount of obligation.

3.16 IMPAIRMENT
The carrying amounts of the Company's Assets are reviewed at each Balance Sheet date to determine whether
there is any indication of impairment. If any such indication exists, the Asset's recoverable amount is estimated
and Impairment Losses are recognized in the Profit and Loss Account.

3.17 CONTINGENCIES AND COMMITMENTS
Unless these are actual liabilities these are not incorporated in the Financial Statements.

3.18 SEGMENT REPORTING
Segment reporting is based on the operating (business) segments of the Company. An operating segment is a
component of the Company that engages in business activities from which it may earn revenues and incur
expenses, including revenues and expenses that relate to the transactions with any of the Company's other
components. An operating segment's operating results are reviewed regularly by the chief decision maker to
make decisions about resources to be allocated to the segment and assess its performance and for which discrete
financial information is available.
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Note 3, Significant Accounting Policies - contd...

Segments results that reported to the chief decision maker include items directly attributable to a segment as
well as those that can be allocated on a reasonable basis. Those incomes, expenses, assets, liabilities and other
balances which cannot be allocated to a particular segment on a reasonable basis are reported as unallocated.

The Company has two reportable business segments. Spinning (producing different quality of yarn using natural
fibbers). Weaving (producing different quality of grey fabric using cotton yarn).

3.19 RELATED PARTY TRANSACTIONS
All transactions involving Related Parties arising in the normal course of business are conducted at arm's length
on Normal Commercial Rates on the same terms and conditions as third party transactions using valuation
modes, as admissible, except in extremely rare circumstances where, subject to the approval of the Board of
Directors, it is in the interest of the Company to do so.

3.20 DIVIDEND AND OTHER APPROPRIATIONS
Dividend distribution to Company's shareholders is recognized as a liability in the period in which dividends are
approved by and paid to the Company's shareholders.

2017 2016
Rupees Rupees
4 ISSUED, SUBSCRIBED AND PAID-UP CAPITAL represents Ordinary Shares of Rs.10 each and comprises of:
2017 2016
NUMBER OF SHARES

17,024,093 17,024,093 Fully paid in Cash 170,240,930 170,240,930
1,760,809 1,760,809 Issued as fully paid Bonus Shares 17,608,090 17,608,090
25,355 25,355 Issued against Consideration Other than Cash 253,550 253,550
18,810,257 18,810,257 188,102,570 188,102,570

The Honorable Sindh High Court, Karachi, vide its interim order dated 1st February, 2013, has restrained the
management of the Company from changing the composition of the shareholding of the Company.

5 LONG TERM LOAN FROM DIRECTORS are unsecured and are repayable at the option of the Company. However, no
amount has been determined to be repayable with in next 12 month. These include an amount of Rs. 215 Million
(2016: Rs. 215 Million) which has been subordinated to the Banks against Financing availed by the Company.

6 SURPLUS ON REVALUATION OF OPERATING FIXED ASSETS
6.1 This is made up as follows:
Balance at beginning of the Year

Land - Freehold 1,002,158,584 1,002,158,584
Buildings - on Freehold Land 257,158,682 269,548,630
Plant and Machinery 431,952,826 457,592,206
1,691,270,092 1,729,299,420
Realized on Plant and Machinery Disposed Off during the Year - (820,335)
Incremental Depreciation on Revaluation (Net of Deferred Tax)
transferred to Comprehensive Income (Note 6.3) (35,351,327) (37,208,993)
1,655,918,765 1,691,270,092
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Note 6, Surplus on Revaluation of Operating Fixed Assets - contd...

6.2 The Company re-valued its entire class of certain assets as at 28th January, 2003. The Revaluation was carried-
out by independent Values, M/S Hamid Mukhtar and Co., Lahore and has been duly certified by M. Yousaf Adil
Saleem and Co., Chartered Accountants. and on 30th June, 2007, again, the Company had carried out revaluation
of aforesaid assets through M/S BFA (Private) Limited, Multan. Subsequently, on 30th June, 2010, again, the
Company carried out revaluation of aforesaid assets through M/S Maricon Consultants (Private) Limited, Multan.

6.3 The incremental depreciation charged for the period on re-valued assets has been transferred to Statement of
Changes in Equity to record realization of Surplus to the extent of incremental depreciation to comply with the
requirement of Section 235 of the Companies Ordinance, 1984 and further notification of SECP to clarify the
treatment of Surplus arising on revaluation of Fixed Assets.

2017 2016
Rupees Rupees
7 LONG TERM FINANCES
7.1 These Comprise of:
Secured from Banking Companies/Financial Institutions (Note 7.2) 322,697,988 183,041,994
Unsecured from Related Party - Director (Note 7.10) 51,652,562 51,652,562
374,350,550 234,694,556

7.2 LONG TERM FINANCING FROM BANKING COMPANIES AND FINANCIAL INSTITUTIONS represents
secured Term Finances which have been obtained from:

Askari Bank Limited (Note 7.3) 38,902,482 26,261,445
Soneri Bank Limited (Note 7.4) 31,795,506 105,386,519
National Bank of Pakistan (Note 7.5) - 27,814,580
The Bank of Khyber (Note 7.6) 252,000,000 23,579,450

322,697,988 183,041,994

In addition to securities indicated under respective finances, these are secured by way of Joint Pari Passu Charge
amounting to Rs. 3,320.000 Million (2016: Rs. 3,320.000 Million) over Fixed Assets and Personal Guarantees of
the Sponsoring Directors of the Company, except other wise stated.

7.3 TERM FINANCES FROM ASKARI BANK LIMITED is made up as follows:

Balance at beginning of the Year 26,261,445 23,246,054
Add: Acquired during the year 22,834,500 19,820,998
49,095,945 43,067,052
Less:
Directly Paid during the Year 1,141,726 -
Current Portion Shown under Current Liabilities ~ (Note 13.2) 9,051,737 16,805,607
10,193,463 16,805,607
Balance at end of the Year 38,902,482 26,261,445

These have been obtained for the import of Plant and Machinery for BMR/Expansion of Spinning Section. These
are repayable over a period from 23rd December, 2016 to 24th November, 2026, in 1 to 19 equal half yearly
instalments.
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Note 7, Long Term Finances - contd...

These are secured by way of Joint Pari Passu Charge amounting to Rs. 1,475 Million (2016: Rs. 1,475 Million)
over Fixed Assets, and Personal Guarantees of the Directors of the Company. These carry mark-up ranging from
7.31% to 8.65% (2016: 7.76% to 9.54% ) per annum for TF and 12.60% (2016: 12.60%) per annum for LTFF
Scheme introduce by SBP, payable semi annually and quarterly respectively.

2017 2016
Rupees Rupees

7.4 TERM FINANCE FROM SONERI BANK LIMITED is made up as follows:
Balance at beginning of the Year 105,386,519 187,310,861
Less: Current Portion Shown under Current Liabilities ~ (Note 13.2) 73,591,013 81,924,342
Balance at the end of the Year 31,795,506 105,386,519
These are secured by way of Joint Pari Passu Charge amounting to Rs. 620 Million (2016: Rs. 620 Million) over
Fixed Assets and Personal Guarantees of the Directors of the Company and specific charge amounting to Rs. 130
Million (2016: Rs. 130 Million) over 17 Air Jet Looms installed at Weaving Unit of the Company located at
Qadirpur Rawn Bypass, Multan and Specific Charge of Rs. 200 Million (2016: Rs. 200 Million) over (03) three
Draw Frames and (10) ten Cards installed at Unit - 01. This is repayable over a period from 1st July, 2017 to 13th
February, 2019, in 3 to 7 equal quarterly instalments. This carries mark-up ranging from 8.04% to 8.65% (2016:
8.49% to 9.55%) per annum for TF and 12.70% (2016: 12.70%) per annum for LTFF Scheme introduce by SBP,
payable semi annually.

7.5 TERM FINANCES FROM NATIONAL BANK OF PAKISTAN is made up as follows:
Balance at beginning of the Year 27,814,580 55,629,162
Less: Current Portion Shown under Current Liabilities ~ (Note 13.2) 27,814,580 27,814,582
Balance at end of the Year - 27,814,580
These are secured by way of Joint Pari Passu charge amounting to Rs. 292 Million (2016: Rs. 292 Million), over
Fixed Assets and Personal Guarantees of the Directors of the Company . This is repayable over a period from
20th July, 2017 to 6th April, 2018, in 2 equal half yearly instalments. This carries Mark-up ranging from 8.06% to
8.15% (2016: 8.51% to 12.60%) per annum for TF and 12.70% (2016: 12.70%) per annum for LTFF Scheme
introduce by SBP, payable quarterly.

7.6 FINANCE FROM THE BANK OF KHYBER is made up as follows:
Term Finance (Note 7.7) - 23,579,450
Demand Finance (Note 7.8) 252,000,000 -

(Note 7.9) 252,000,000 23,579,450

7.7 TERM FINANCE FROM THE BANK OF KHYBER is made up as follows:
Balance at beginning of the Year 23,579,450 70,738,351
Less: Current Portion Shown under Current Liabilities 23,579,450 47,158,901
Balance at end of the Year - 23,579,450

7.8 DEMAND FINANCE FROM THE BANK OF KHYBER is made up as follows:

Disbursement during the Year 360,000,000 -
Less: Current Portion Shown under Current Liabilities 108,000,000 -
Balance at end of the Year 252,000,000 -
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Note 7, Long Term Finances - contd...

7.9 This is secured by way of Joint Pari Passu charge amounting to Rs. 267 Million (2016: Rs. 267 Million) over Fixed
Assets and Personal Guarantees of the Directors of the Company. This is repayable over a period from 5th
September, 2017 to 31st December, 2021, in 1 to 10 instalment. This carries Mark-up ranging from 5.00% to

8.65% (2016: 8.85% to 9.51%) per annum, payable quarterly.

7.10 This represents the Cash Finance facility amounting to Rs. 60 Million (2016: Rs. 60 Million) from Bank of Khyber
Limited, sanctioned to a director of the Company and is subject to bank Markup 0.50% (2016: 0.75%) spread
over and above TDR/CD account profit rate, to be recovered on quarterly basis, which is born by the Company.

2017 2016
Rupees Rupees
8 LIABILITIES AGAINST ASSETS SUBJECT TO FINANCE LEASE is made up as follows:
Liability due for the year ended 30th June :
2016 - 37,572,492
2017 40,097,284 37,485,213
2018 38,222,902 32,283,661
2019 10,978,476 5,490,946
2020 2,977,085 -
92,275,747 112,832,312
Less: Payments during the Year 40,097,284 37,572,492
Gross Minimum Lease Payments 52,178,463 75,259,820
Less: Future Period Financial Charges 2,803,082 3,339,869
Present Value of Gross Minimum Lease Payments 49,375,381 71,919,951
Less: Current Portion Shown under Current Liabilities 36,261,585 35,307,591
13,113,796 36,612,360

The reconciliation between Gross Minimum Lease Payments, future Financial Charges and present value of Minimum

Lease Payments is as follows:

GROSS MINIMUM LEASE PAYMENTS

Not later than one Year

Later than one Year but not later than five Years
Later than Five Years

PRESENT VALUE OF MINIMUM LEASE PAYMENTS
Not later than one Year

Later than one Year but not later than five Years

Later than Five Years

38,222,902 37,485,213
13,955,561 37,774,607
52,178,463 75,259,820
36,261,585 35,307,591
13,113,796 36,612,360
49,375,381 71,919,951

The Company entered into the Finance Lease agreements with various Financial Institutions to acquire Machinery and
Motor Vehicles. The implicit Mark-up rate used to discount the minimum lease payments ranges from 8.29% to 8.50%
(2016: 10.90% to 12.43%) per annum. These are secured against Title of the Leased Assets and Personal Guarantees
of the Directors of the Company. The Company avails the option to purchase the Assets at the end of respective lease

terms.
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2017 2016
Rupees Rupees
9 DEFERRED LIABILITIES:
9.1 These comprise of
Deferred Taxation (Note 9.2) 66,417,386 66,417,386
Staff Retirement Benefits (Note 9.3) 48,621,773 42,616,285
115,039,159 109,033,671
9.2 DEFERRED TAXATION is in respect of the following temporary differences:
Taxable Temporary Differences
Accelerated Depreciation 259,279,649 259,279,649
Export Debtors 5,917,280 5,917,280
Lease Liability 586,046 586,046
Deductible Temporary Differences
Staff Gratuity (5,059,952) (5,059,952)
Unused Tax Losses (16,325,914) (16,325,914)
Turnover Tax (177,979,723) (177,979,723)
66,417,386 66,417,386
9.3 STAFF RETIREMENT BENEFITS represent Gratuity and is made up as follows:
Balance at beginning of the Year 42,616,285 39,142,875
Expense for the Year 40,090,311 42,548,913
Transfers from Accrued Liabilities - 470,235
Actuarial Gains due to Experience Adjustment - (4,656,742)
Payments made during the Year (34,084,823) (34,888,996)
Present Value of Defined Benefit Obligation 48,621,773 42,616,285
ALLOCATION OF CHARGE FOR THE YEAR is as follows:
Cost of Goods Manufactured 33,373,422 34,789,394
Administrative Expenses 6,716,889 7,759,519
40,090,311 42,548,913
Historical information is as follows:
2017 2016 2015 2014 2013
Charge for Gratuity 40,090,311 42,548,913 _ 38,275,088 30,611,516 33,354,854
2017 2016
Rupees Rupees
RECONCILIATION of the amount recognized in Balance Sheet is as follows:
Present value of defined benefit obligation 36,832,564 42,616,285
MOVEMENT IN PRESENT VALUE of Defined benefit Obligation
Defined Benefit Obligation at the beginning of the Year 42,616,285 39,142,875
Current Service Cost 25,211,421 32,011,362
Interest on Defined Benefit Obligation 3,089,681 4,955,291
Benefit Paid during the Year (34,084,823) (34,888,996)
Actuarial (Gains)/Losses - 1,395,753
Defined benefit Obligation at the end of the Year 36,832,564 42,616,285
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Note 9, Deferred Liabilities - contd...

2017 2016
Rupees Rupees
CHARGE FOR THE YEAR in respect of this benefit comprises of:
Current Service Cost 25,211,421 32,011,362
Net Interest on Net Defined Benefit Liability (Asset) 3,089,681 4,955,291

36,966,653

28,301,102

PRINCIPAL ACTUARIAL ASSUMPTIONS

The actuarial valuation of Gratuity was conducted on 30th June, 2016 in accordance with IAS 19 "Employees
Benefits" by using Projected Unit Credit Method. Following significant assumptions, were used for the actuarial
valuation:

PRINCIPAL ACTUARIAL ASSUMPTIONS
Discount Rate 7.25% 7.25%
Expected Rate of Salary Increase 6.25% 6.25%

SENSITIVITY ANALYSIS AS AT 30TH JUNE, 2016

DISCOUNT RATE| DISCOUNT SALARY SALARY
+ 1% RATE - 1% INCREASE + 1% INCREASE - 1%
38,684,276 47,461,850 47,461,850 38,617,015
2017 2016
Rupees Rupees
10 TRADE AND OTHER PAYABLES comprise of:
Creditors 398,144,337 241,687,851
Accrued Liabilities 151,132,376 130,280,451
Advance from Customers 57,614,821 55,045,797
Income Tax Withheld 2,067,556 3,735,832
Unclaimed Dividend 124,939 124,939
Retention Money 702,489 685,489
Bills Payable 145,359,881 16,853,343
755,146,399 448,413,702
11 ACCRUED INTEREST AND MARK-UP relates to:

Long Term Finances 3,614,602 8,250,064
Short Term Borrowings 48,041,648 39,295,620
Lease Finance 406,414 1,147,462
Workers' (Profit) Participation Fund 1,953,292 1,953,292
54,015,956 50,646,438

12 SHORT TERM BORROWINGS
12.1 These Comprise of:

Secured from Banking Companies/Financial Institutions (Note 12.2) 4,381,660,341 4,885,536,046
Un-Secured from Related Party (Note 12.5) 40,000,000 24,500,000
4,421,660,341 4,910,036,046
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Note 9, Deferred Liabilities - contd...

2017 2016
Rupees Rupees
12.2 These secured borrowings have been obtained from Commercial Banks and comprise of:
Pre/Post-Shipment Advance (Note 12.3) 1,986,193,402 1,422,758,837
Cash/Running Finances (Note 12.3) 2,363,434,817 3,460,234,067
Overdraft (Note 12.4) 32,032,122 2,543,142
4,381,660,341 4,885,536,046

12.3 These facilities have been obtained from various Commercial Banks with sanctioned limits aggregating Rs. 6.035
Billion (2016: Rs. 7.515 Billion). The aggregate facilities are secured by a joint pari passu hypothecation charge
on all present and future current assets of the Company including Stock in Trade, Trade Debts, Lien on Export

Bills and Personal Guarantees of the Working Directors of the Company. These include an amount of Rs.

98,048,000/~ which is secured against the personal deposits of the working directors of the Company. The expiry
dates of the facilities range during the period from 31st December, 2017 to 28th February, 2018. These facilities

carry Mark up rates ranging from 7.31% to 8.06% (2016: 0.65% to 10.77%) per annum.

12.4 This represents the cheques issued in excess of the available balances in Current Accounts of the Banks of the

Company, which have not been presented for payment by 30th June, 2017.

12.5 This relates to M/S Naseem enterprises & Trading (Private) Limited, an associated undertaking of the Company
and is unsecured and do not bear any interest or profit and is repayable on demand (2016: Option of the

Company).

13 CURRENT PORTION OF LONG TERM LIABILITIES
13.1 These comprise of:

Current Portion of Long Term Finances (Note 13.2) 242,036,780 184,203,432
Current Portion of Lease Liabilities (Note 8) 36,261,585 35,307,591

278,298,365 219,511,023

13.2 CURRENT PORTION OF LONG TERM FINANCES is made up as follows:

Balance at beginning of the Year 184,203,432 226,733,832
Add: Transferred from Long Term Portion 242,036,780 184,203,432

426,240,212 410,937,264
Less: Payments made during the Year 184,203,432 226,733,832
Balance at end of the Year 242,036,780 184,203,432
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Note 9, Deferred Liabilities - contd...
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2017 2016

14 CONTINGENCIES AND COMMITMENTS
14.1 CONTINGENCIES

Rupees Rupees

A case of the Company is pending for decision by Honorable Sind High Court, Karachi, against the imposition of a
levy by the Excise and Taxation Officer, Karachi, amounting to Rs.102.144 Million (2016: Rs. 84.644 Million), on
imports of the Company , which has been recognized in the financial statements of the Company.

Letters of Guarantee issued by the Banks on behalf of the Company in favour of:

Sui Northern Gas Pipelines Limited 138,387,900 116,675,300
Excise and Taxation 102,144,299 84,644,299
Multan Electric Company 9,770,600 9,770,600
250,302,799 211,090,199
Turnover Tax available for adjustment against Tax under Normal Law 113,585,236 133,577,311
14.2 COMMITMENTS

Outstanding Letters of Credit for:
Capital Expenditure 7,583,747 31,940,146
Raw Material 207,720,497 444,701,809
215,304,244 476,641,955

C @ TS



g/

'\ vy

VER'LELLLT'S _966'18E'GEL'C _ _v/6'89L'veC  _801'G99'ZT - 0E1'8/'8¢5'C 0£86TT'E16'Z /8510'vC - _90€'98T'TeT _TI1'8K6'SI8Z
66L'%26'191 60£'8£L'€S 8/L'TST'ET - (€56'¥11°€) ¥88'0vL'Ey 80S°€0£'STT - (¥8€'2v1'9) 9€5980'92 9S€'65£'S6T
006'6€0'Ch LESTE68'CC 9v0'EP8'9 - (€S6'PTTE) Yrb'SOT 61 [ LEV'EEG'YY - BETHT9) 9€57980'9¢ S87'686 v
LLY'EET'S €25'6€T'T €81°0LT - - 0v€'698 S 000'€£2'9 - - - 000'€£2'9
T ISL'PTT 6952’62 6v5'6€0'9 - - 00T°90£'€2 S 1£0'L6V'bbT - - - 1L0°L6b'bbT
GEQ'ET'STO’S £82'€09'189'C 961'919'TT2 801'599'£1 €S6'PIT'E 9YT'LES'YBY'T TTE'ITY'£69'L £85'¥10'vT YBE'THT'Y 0££'660'56 §5£'881'029'L
€€0'606'T 8LS7L6T'E (3454 - - €9v'580'E o1 T19'902°S - - - T19'902'S
91149 86C'LES 089'6¢ - 819'£0S o1 $T¥'b08 - - - $T'b08
229'91S 821891 20b'LS - - 92’011 o1 0S£'v89 - - - 0S£'v89
6€6'940'C 200'S9€E"y 8ev'LeT - - p9S'LET'Y o1 TH6'TTH'9 - - - Tv6'TTH9
T16'496'LT (2v6'146'6) €TH'ET'T LTT'ESE'ST - 9Lty ot 6967208 - - 145'LSY T6€'595L
615'2€8 9€5'0£8°0S ¥T8'81C'E - €56'PTTE 652'9€S vt 0z §50'80£'1S 19£°€8°0C ¥8ETHT'Y 698'TEL €91°£19'59
08+'829'9 +86'€8€°0T 095'9¥9 - - vTy'LEL's ot Or'TI0'LT - - SSH'9TH'T 600'985'ST
£26'8y 6+8'T6b'T £96'0C - - 288'0Lb'T o€ 2LL'0pS'T - - - TLL'0pS'T
09Z'9TT'ST 685'2es'0C 786'£€S'T - - £09'¥86'8T or Sb8'8€9'GE - - r2's6b'T p09'EPT'bE
[474:: 183 £18'v89'S SOE'bSE - - 2I5'0EE’s or 655'c/8'8 - - - 655'c/8'8
SbT'b8T 298'bSS (24414 - - 06€'PES or L0T'6EL - - - L0T'6EL
165'€9T°€0T 91E'2H9'8L 299'62b'S - - yS9'eIe'eL S £06'508'18T - - - £06'S08'18T
8S€'9/b'8C 6€0'9¥C'Sy 0b0'p9T’E - - 666'180'CH or L6€'TeL'sL - - - L6€'TeL'sL
€9/'695 119'5SL'T L0€'€9 - - $0E'269'T or bLE'STE'T - - - pLE'STE'T
££9'SEE"29€E €EE'TIOPPT 662'0£0'6T - - YE0'TH6'bTT S 0T0'8¥£°90S - - - 0T0'8¥E'90S
929'vTz'€e9’e 8/8'0£S'L€8'T 658'TEC'SET 186'T1EZ - 000'T19'¥0£'T $0S'SS2'09% 'y 92Z'1€S'E - 879'882'16 201'866'2LE Y
S9v'250'85S OEE'96L'LEY 966'PLE'6C 8097€v8 - 8v6'59C 60 S _ T08'8%8566 TI6' 52T - - TIL'ETTL66
T91'2£1'590°T THS'PEL'66E'T £98'958'50T ££€'89'T - 2S0'9bE'S67'T S £0£'906'¥9Y'E S1E'952'C - 879'887'16 06€'b£8'SLE'E
0€€'20£'28L £1'18Y'98 198'v61'Th - - 255'98¢'Sbb EbL'€81'692'T - - - €bL'€81'692T
9/T'Te9'8LT Z€8YOT 19T TEEPIT T - - 7057005 9% T S 80T'Z8L'6E - - - 8012865
+658££'50C $15°£50°8TT €54°0€8°0T - - 190°£22'L0T S 801'9€8’c2€E - - - 801'9€8'c2E
09'70£'862 £90'652'£0T ££000£'ST - - 066855161 S £25'095'50S - - - £25'095'50S
006'T€9'990'T - - - - - 006'1£9'990'T - - - 006'7€9'990'T
¥8578517C00'T _ _ - - - - - - _ ¥8S'8ST'C00'T - - - +858ST'C00'T
9TE'ELY'YY - - - - - - 9TE'ELY'YY - - - 9TE'ELK'YY
9TO0Z ‘ANNC H10E
T96'8T0'850'S _OTI'8T6'9€6C  _€£16'998'6TC _66Z 0EE'ST - 966'T8E'SEL'T TZ0'E6'V66’L  _069'S8E’ST - TEG'COT’LOT _ _OES'6TT'ET6L
199'¥b2'29T €91'182'1L 911'099'ST - - £b0'129'SS +28'520'vET - - £06'84L'ST £16'9v2'81C
70075878 b TOV'VE 17875996 - - SI8SELVT 0¢ €5/'55CE8 - - £06'8LL'ST 9v8'9LV'L9
€08°9/8"t L61'96€'T ¥£9'95¢C - - €25'6€T'T S 000's£2’9 - - - 000'€£2’9
1S8'€T0'60T 02Z'e8b’'SE 145'2€L'S - - 6v9'St2'6T 14 1£0'26b"vbT - - - 1L0'2L6b'vbT
00€'p/2'S68'Y £¥6'9€9'598'C £6£'902¥0C 66£'0€E'8T - 646'092'6£9'C LbT'T16'092°L 069's8€’sC - ¥20'¥2h'16 €16'2/8'¥69'2
0ET'8TLT 185'88Y'E€ €06706T - - 8/57L6T'E o1 T19'90CS - - - 119'902°S
¥0b'0bC 010'¥9S [494°T4 - - 86C'LES or $Tt'08 - - - ¥1H'v08
096'v9t 06£'6T¢C 299'1S - - 8C1'89T or 0S£'v89 - - - 0S£'v89
SHT'TH8'T 969'695 't ¥69'v0C - - 200'S9€Ey or 6 TTH'9 - - - Tv6'TTH9
T0S'€90°E 89b'656' 06€‘0vE - - 8£0'619'¢ or 6962208 - - - 6962208
65€'L12'LT 08Z'€S8'8T 1998252 655'2H1'8T - 8LT'L9b'vE [or4 6£9'0£0°9€ €90'2L1'ST - 950'8£0°CT 99'v91 6
6££'€€9'6 615'062'TT SE5'906 - - ¥86'€8€'0T or 862'v26'0C - - PEB'TT6'E p9b'210°LT
WT'bE 925'905'T LL9'PT - - 6+8'T6b'T o€ TLL'0pS'T - - - TLL'0pS'T
0€S'LE6'ET 611'558'TC ¥££'025'T obz'sst - §85'2eS'0C or 6b9'264'SE L29'€TT - TEK'29€ Sb8'8€9'SE
898'698'C 1696009 v/8'8TE - - £18'p89'S or 665'€/8'8 - - - 655'€/8'8
0z8's9T L8T'ELS STh'8T - - 798'bSS or LOT'6EL - - - L0T'6€L
0T+'500'86 L6v'008'€8 181'85T'S - - 9TE2y9'8L S £06'S08'18T - - - £06'S08'18T
TeL'89'st SL9'€60'8Y 9€9'L¥8'C - - 6€0'9vT'Sy o1 L6€'TeL'EL - - - L6€'TeL'EL
789'v66'T £85'T18'T 9£6'95 - - T19'SSL'T o1 692'£08'€ - - S68'180'T bLE'STE'T
€68'812'bbE L11'621'291 ¥8L'9TT'8T - - €EE'TTO VYT S 0T0'8Y€'90S - - - 0T0'8Y€'90S
8£9'6£0'¥95'C v£9'00€°0£6'T 96£'69L'2€T - - 8/8'0£G'£€8'T TIE'0VE'VES'Y - - 808'b8S'€L %0SSSL'09%"y
TH8'6YT 0ES _ _ 656'869'59 €297206'LC - - OEE96L LEY S _ T08'8v87566 - - - 108887566
96£'688'€€0'T S1£'109'b0S'T €£1'£98'¥0T - - THS'PEL'66E'T S T1S'T6b'8€S'E - - 808'¥8S'EL €0£'906'b9b'E
€12'£9S'EvL 0€5'919'525 LIT'SET'6E - - €TH'185'98Y £b/'€81'69C'T - - - £b/'€81'692'T
291'169'¥9¢C 9%6'S60'SLT PITTE6'ET - - TE8YOT'TOT S 801'/8L6EY - - - 8017/8L'6E%
£99'684°S6T Sbb'obE'STT 1€6882°01 - - ¥15'£S0'8TT S 801'9€8’c2€E - - - 801'9€8'c2E
88€'98€'€8C 6€T'bLT'2CC 2/0'ST6'YT - - £90'652°£0C S £25'095'50S - - - £25'095'50S
006'T£9'990'T - - - - - 006'1£9'990'T - - - 006'T£9'990'T
¥857851°00'T _ _ - - - - - - #85'8ST1°C00'T - - - +8578GT1'C00'T
9TE'ELY'YY - - - - - - 9TE'ELY'YY - - - 9TE'ELY'YY
£T0T ‘ANNC HL10E
WVIA FHL UV3A FHL ETETN WVIA FHL ETETN ETETN
40 aN3 LY 40 an3 ELTRToE] mzo,u_.wmdn mzmﬂm%S_._. 40 SNINNID3g 3 .Nwz 3HL 40 SNOLLI13a %HMMM_,KMH SNoILLIaav 3HL 40
NMoa oL a3aaInoud oL an3 v ONINNID3g LV
NILLTIM N O T 1 VvV T D5 3 ¥ d 3 a N O I LV N1V A3d9/ 1S 00

SITDIHAA

3ISNOH ¥3IMOd
AYINIHOVIN ANV LNVd
SI3SSV aasval

SINIWdINOI ANV STOOL
SYOLVHIAOTHITY

ANV SYINOILIANOD dIV

NOILLINNIWWY ANV SWY

ANOHJIT3L

ANIWAINDI ONLIHOIL FdI4

SITOIHAA

1IN3WdIND3I 31440

YALNdINOD

FANLXIH ANV JUNLINYNS

TIam 3gnt

ANIINdYVL

NOILVTIVLSNI OI¥10313

ANIIWAINDI AYOLYHOEY

JTVOS ANV IDATHE ONIHOIIM

ISNOH ¥3IMOd

snjding uonenjeasy
350D
AYINIHOVIW ANV LNV1d

sn|ding uonenjeAsy
Asopoe4 uoN- 350D
Asoped- 350D

pue ployaald uo - SONIATING

sn|dins uonen|eAsy
150D

ploysa.d - ANV

S13SSV GINMO

S3DIHIA

3ISNOH ¥3IMOd
AYINIHOVIN ANV INVId
S13SSV a3sval

AIN3WdINDI ANV S100L
SYOLVYIOTHIIY

ANV SYINOILIANOD ¥V

NOLLINNWWY ANV SWdV

INOHdI3L

INIWAINDI ONLIHOIH FdI4

STTOIHAA

1N3WdINDI IDI440

YALNdINOD

FANLXIH ANV JUNLINYNS

T1am agnt

ANIINdY¥VL

NOILVTIVLSNI OTd10313

ANIIWAINDI AYOLYHOEY

JTVOS ANV 3DATYd ONIHOIIM

3ISNOH ¥3IMOd

sn|ding uonenjeAsy
150
AYINIHOVIWN ANV LNV1d

sn|dins uonenjeasy
Aiojoe4 UON- 150D
Aioped- 350D

pueT pjoysa.4 uo - SONIATING

snjduns uonenjersy
150D

PIoya3.1d - ANV

S13SSVY GINMO

SYVINOILAIVd

:SMOJ|04 Se dn apew aJe 9sayl T'ST




L6 8ILYLL £€16'998'61C

615501 £0£'885'ST (1'z¢ 310N) sesuadxg angeAsluILpY
S5b'€69°012 902'8L2'v0C (0 310N) painjoejnuel spoo9 J 1509
SMOjj0} S Pa}ed0)je Uaaq Sey 134 343 Joj papinoid IINYMOTTV NOLLYIDIYdIA £'ST
saadny saadny
9100 107
6L 00760 6Ly60E'9 8015991 [8SpI0%T
UleSSTH 4e3yy O/S uewyey Jn uewney pewweynyy gy - osenoeN  eTvzer 000700 1857T U910y b9TSEy SE8-70 T Vely3i bnzng
Ueynyy pegeinys ‘efem Aipent) Yey) ‘UiessnH Jigdeys /S pemer peLiweyiy I (8z1) 0027 82€'T 0’6 00507 aphig ¢
"Ry 1OUISIQ 'ISIN 1SUBL ‘Seul 8440 1504 “Ing Lueey 'piyelniy paLuLY ey 0y O/S JEIN ZeL4IeS pRLLRY) I (99£'8) 0008 99291 100%€ 90'8% bBRT-TT-NNI - Wooyq eyeusep
") Uy 'T-2eud ‘Auojo) LeXSY 'y # 1991S'S/ # BSNOH ‘Jo0Xeyg npay o/ Jooxeys peffes i €919 000°000'7 168'75¢ £15'925'7 05€'1987 T81/10 YN - Aiwe) ejodof
"UeyIny ‘pegezeluny Uonels 010q 4eaN ‘Auojo) Ing wised) 'y-ETE ‘UIeSSIH JeIyY 0/S Uewy3Y n uewnoy ‘i i 91552 000'00€ e8P 955955 062709 578 - 31 - Snid 03ues lepundy
“URYNW ‘3)eD) HeyoT ‘|izuei Jeya a0 PeaH ‘paNIN dliged poosel Iy 82009 000°008'T w6l BLEWHE'T 009'v57 E48Y-T1-Nin - JIN) BpUOH
“ueyni ‘AuojoD oy ‘70 # 1835 ‘70 # BSNOH ‘weayy * IfeH ofs pawyy ‘W W 0¥E'T60'y  000°000'8 099'20'¢ 0L0'SLH'0T  069'786'€T 66€-60-YNI - Jasin.) puer exokoL
SINIHIA
pedefesied ‘aur] ) ‘Peoy [elig ‘0z-d ‘P ST BIAXAL 33( pleyz (sb7'608)  000°07L SHT6TLT 186T1E' 920'1E8' VXQ [3pOW J2xeag Buimesq
RUANTHOVW ANV INV1d
970 'INNC HLOE
659'990% 0SS'TZITT 168'%S0L  66L0EE'8T  069'S8E'ST
T 000°Sp 688°20¢ 0v5008 6ZEE0TT BLST-TT-NW YiMS Mnzng
! ws'see 000008 650'vLy 0T201'T 669'9/5'T TI8T-TT-NW Bjowo) elofo
uelny "2leyo ‘0F # 1994 URYSeYUD 0T/ “ON 3SMOH ‘Seyusiy peyy Inpay “i $b6'S6 000'05¢ 550'%52 08¢'848 SEPT'T SP6-9T-0L 00 3D Jojoiy epuoy
SBUNOA pewweynly 176'9 00005 6£9'c8T 919 1L 567'868 6ZPT-07-YNW ‘Snajng bnzng
Usse pewyy 0197 000082 066’7 (01t 160'6S 9pT1-01-Ni‘Uesaly nzng
PRIy peLuweyniy 60£'vET 00000 16759 602'¥ES 000009 ib-£0-YNIW 20 €66 D ¥XA OTESS ‘Smyn) pnzng
bejysy pewwieyniy 506'28 000'52¢ 560'L6C ¥L0'S0% 69129 8500 TT-NW 2096 ‘Ueyaii nzng
pesle] weinyo yew - uonenoBeN  gyb'ser 000'09€ 15691 800€L€ 095'L£5 T0ZZ-T1-NiW 2096 ‘UelyaW nzng
buel pewweyniy  UomenoBeN  90z'5TT 00008 VBTSL 96€'vL6 069'82L'T 169-C1-Ni "e1j040) ejodof
padie4 Wepny9 YleW WH'8ET 000008 850'79€ By 61T 05087 LTST-60-YNW ‘ShlY &jo10) exokoL
Uey YeInpay e EITe6L 000'9S'T 8% 885'1/2' SLEBTST THT-1-¥312 66.7 IND BPUOH
nuuey) Uel T GT/2z ey - paaysey ' 0/S pelfes wasiseL'W 8168 00000% w0 £65'595 G526 7912-ANW Bleq
"[BMBUBLY 'C #1934 '9T #0018 'Oy #3SNOH ‘ZeIwn) pawYY Iy U voeoBeN  Z69'9yT 000°00¢ 80€€5¢ 117098 SBSEITT SZZ-0T-NW MG pnzng
"Ue|ny ‘peoy [emaueyy ‘ing Uey[nyS ezoj ‘nyes pawiyy Jon Joy ‘ulessnH Juey N uonenoBaN  Z69'%T  000'00% 80€'€52 17098 SeS'ETT'T PSTZ-0T-NIW YIS tnzng
“ueynyy *Auojo) peqezeywniy “J-679 # SN0 ‘seqqy peysiy paks W uonenoBaN  Sz'0z1 000°00¢ scz'stt §68'eS8 0TT'e80'7 B6/Z-0T-YNI YIMS binzng
“Jue) ueynyy peoy wezy-a-pient) ‘0 #3snoy ‘paner buiel pewweyniy N vonenobaN  z8T'eEL 00068 818765 LUB'L0V'T S61'666' TH9S-TT-NI JIND BpUoH
“ueynyy ‘1epes ueynjy ‘ind Aeje 300 1504 ‘Igeing Hseq ‘seqqy Jeyzel W vonenoBeN  gs6 0000¢ w'a 858's8 006'207 £626-01-INW S¢7 62 epuoy
"LIRURA "ISPIN [ISYBL “Ind UR)INS Bqg1L 3040 1s0d ‘was(es peuwiweyniy W - uomeobaN  (S0v'TT) 00077 S0v'sz 56975 001'9, TIS6-TT-ANMW 20 00T Byeuep
“uenyy ‘peoy Azied ‘leyg 1lep Iy ‘Auojod Ipue Jexye ‘-89z ‘paLuy Jaanuey iy 8ee'ey T 000°00€ w9951 02€'vew 796'065 SOEZ-TT-Nin UeAyai tnzng
“Ue3Iny "2uey oue ang [sa6ueY ‘elep esniy ey 18Iy Zienied Iy 90€'9L€ 0000, ¥69'€9€ 748 18687 92£-60-YNIW J-1X3 I BpUOH
“UeInjy '1epes ey ‘uesog seyy ('q ‘1oBeN JiseN iseq ‘seqqy Jeezniy W 688297 000006 TI'eEL 0986577 126'586'T 788€-71-Ni ShlY 2jo40) exokoL
“UEYINY 151 Jepes ueyniy ‘elem oSy Yeu) “ind uiez 0/d % a8 ‘e Yelly i 109'6€€ 000008 £6€097 198'€98 YSTH0'T 907S-80-YNIW 150'T A epuoH
“ueiny ‘Auojo) wiely-3-hiny ey '3-GEz #SnoH ‘lezjy eues ‘s uonenoBaN  6/6'vz 000052 1205 180w 801'89% 9986-¥TW XD 340D NSLYHIVA
1eURA "IS[3W [1SURL “Ind U)ING BqqLL 2040 1s0d ‘Wss(es peuwiweyni Uy - uonepoBaN  (ze£'21) 000'6 LEL'ST 865'6% see'or 209-21-YNIW 20007 3Xg eyewep
“Ue3Iny ‘Ipueiy Jexen ‘Ipeqy 1eN eleM QY Yeu) ‘e, #3SNoH ‘Uewsn pewweyniy iy uonenoBeN g 0002 (1183 169'65 018'%9 €186-DTW 2000T g eyewe,
SINIHAA
"Ue3|ny ‘lpuely JeYe ‘Ipeqy 1eN ‘elem quiey Yeu) ‘S, #3snop ‘uewsy pewiweuniy 4y vopeobeN  (/68'7) 085z 1885 0v7'887 (91 121835 () 186 ©J05 ‘0N 10
TUNIXT ONV TUNLINGNS
LT0T'INNC HLOE
WS0dSIa (sso1) NWA  [GALYINWNIY
¥ISVHOUNA 40 SUVINOLLAYA | oo /NIV® $03300d %008 1500

L}
X
3

N —

40 sas(idwiod INIWIND3 ANY LNVd ‘ALY¥3dOYd ONILYYIAO 40 TVS0dSIA T'ST

“pJu0D - Jualdinb3 pue Jueld Auadoid ‘51 a1oN



2017 2016

Rupees Rupees
16 LONG TERM INVESTMENTS are represents Investment Held for Sale are not intended to be sold in next 12 months

and comprise of:

Quoted Companies 2017 2016
Fatima Enterprises Limited 6,536,572 6,536,572
No of Ordinary Shares of Rs. 10 each829,808 829,808
Per Share Quoted Price at Year End  14.30 14.30
Mubarak Textile Mills Limited 182,700 182,700
No of Ordinary Shares of Rs. 10 each 66,000 66,000
Per Share Quoted Price at Year End 8.00 3.49
Cost at end of the Year 6,719,272 6,719,272
Fair Value Adjustment 5,674,982 5,377,322
Fair Value at end of the Year 12,394,254 12,096,594

The current quoted Price of the share of Fatima Enterprises Limited (FEL) represents the last trading price on
21st March, 2012, when the trading of shares of this FEL has been suspended by Karachi Stock Exchange.

17 LONG TERM LOANS AND ADVANCES
These represent the unsecured amount advanced by the Company to Sui Northern Gas Pipelines Limited, to meet the
cost of Gas Pipeline to be laid for supply of Gas to the weaving unit of the Company at Qadir Pur Rawn, Khanewal
Road, Multan. This is recoverable in 12 years (including two years grace period) commencing from 28th September,
2007, in from 3 to 4 equal annual instalments. This is subject to a Return @ 1.5% (2016: 1.5%) per annum, receivable
annually.

18 LONG TERM DEPOSITS AND PREPAYMENTS comprise of.
18.1 These Comprise of:
Deposits 18,370,120 33,739,270
Pre-Payments (Note 18.2) 25,000,000 25,000,000

43,370,120 58,739,270

18.2 This represents a payment against the manufacturing facilities utilized by the Company which is adjustable
towards the end of the respective lease term.

19 STORES, SPARES AND LOOSE TOOLS comprise of:

Stores 124,206,563 303,427,434
Spares 90,533,065 109,840,343
Loose Tools 595 182,604
214,740,223 413,450,381
20 STOCK IN TRADE comprise of:

Raw Material
At Factory 1,872,511,892 2,378,559,657
In Transit - 112,969,221
1,872,511,892 2,491,528,878
Work in Process 101,906,014 92,788,464
Finished Goods 383,547,684 314,120,074
2,357,965,590 2,898,437,416
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2017 2016
Rupees Rupees
21 TRADE DEBTS
21.1 These are in respect of:
Export - Secured (Note 21.2) 434,258,672 508,606,642
Local - Unsecured Considered Good 396,993,444 252,450,626
831,252,116 761,057,268

21.2 Secured Debtors represent Foreign Bills under collection against Letters of Credit which are secured against Bank
Guarantees.

22 LOANS AND ADVANCES
22.1 These are unsecured but are considered good by the management and comprise of:
Advances to:

Employees against Salaries and Expenses (Note 22.2) 6,949,101 3,924,948
Suppliers of Goods and Services 76,757,523 75,272,613
Immature Letters of Credit (Note 22.3) 9,526,942 6,191,807
Guarantee Margin 5,328,800 4,335,295
98,562,366 89,724,663

22.2 Included therein amounts due from Executives. 4,502,019 2,478,546

22.3 These comprise of Opening Charges, Bank Charges and Cost of Documents.

23 TRADE DEPOSITS AND SHORT TERM PRE-PAYMENTS comprise of:

Security Deposits 737,651 388,526
Short Term Pre-Payments 439,276 1,604,307
1,176,927 1,992,833

24 ACCRUED INTEREST relates to Interest Recoverable from Sui Northern Gas Pipelines Limited.

25 OTHER RECEIVABLES comprise of:

Sales Tax 196,651,220 113,549,431
Insurance Claims 7,318,700 197,475
Rebate on Export Sales 74,749,730 -
Others 6,486,770 4,892,468
285,206,420 118,639,374
26 SHORT TERM INVESTMENTS comprise of: 2017 2016
Held for Trading
Fatima Fertilizer Company Limited - 794,925
No of Ordinary Shares - 24,500
Per Share Quoted Price at Year End - 33.94
Cost at end of the Year - 794,925
Fair Value Adjustment - 36,605
Fair Value at end of the Year - 831,530

27 TAX REFUNDS DUE FROM GOVERNMENT DEPARTMENTS relates to Income Tax.
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2017 2016
Rupees Rupees
28 CASH AND BANK BALANCES
28.1 These comprise of:
Cash in Hand 1,766,230 11,061,950
Cash with Banks in:
Current Accounts 26,992,252 289,501,678
Saving Accounts (Note 28.2) 64,792 63,487
Deposit Accounts (Note 28.3) 119,321,120 83,311,120
146,378,164 372,876,285
148,144,394 383,938,235

28.2 Saving Accounts are subject to return ranging from 2.75% to 4.25% (2016: 3% to 4.25%) per annum.

28.3 These Term Deposit Receipt (TDRs) are subject to return ranging from 5% to 9% (2016: 5% to 9%) per annum.

29 SALES comprises of:
Local Sales:
Goods
Waste
Total Local Sales

Export Sales:
Goods
Waste

Rebate
Exchange Rate Gain
Total Export Sales

30 COST OF SALES
30.1 This is made up as follows:
Finished Goods at beginning of the Year
Add: Cost of Goods:
Manufactured
Purchased

Finished Goods at end of the Year

(Note 30.2)

S ey

5,396,614,180 5,076,874,152
73,515,209 72,365,837
5,470,129,389 5,149,239,989
5,002,245,359 5,069,748,468
21,409,185 31,728,220
5,023,654,544 5,101,476,688
83,088,607 -
13,447,532 41,372,916
5,120,190,683 5,142,849,604
10,590,320,072 10,292,089,593
314,120,074 394,107,126
10,611,135,743 9,442,342,760
26,577,840 163,939,919
10,637,713,583 9,606,282,679
10,951,833,657 10,000,389,805
383,547,684 314,120,074
10,568,285,973 9,686,269,731




Note 30, Cost of Sales - contd...

2017 2016
Rupees Rupees
30.2 COST OF GOODS MANUFACTURED is made up as follows:

Work in Process at beginning of the Year 92,788,464 122,675,243
Raw Material Consumed (Note 30.3) 7,926,800,340 6,935,260,230
Packing Material Consumed 134,732,421 125,794,824
Stores Consumed 481,828,105 342,268,642
Salaries, Wages and Benefits 731,610,506 719,413,419
Power and Fuel 1,051,767,973 960,317,024
Insurance 24,209,487 22,442,095
Repair and Maintenance 27,419,019 30,035,639
Processing Charges 3,671,189 5,262,497
Manufacturing Hire Charges 24,000,000 48,000,000
Depreciation (Note 15.3) 204,278,206 210,693,455
Other Manufacturing Expenses 9,936,047 12,968,157

10,713,041,757 9,535,131,224
Work in Process at end of the Year 101,906,014 92,788,464

10,611,135,743 9,442,342,760

30.3 RAW MATERIAL CONSUMED is made up as follows:
Balance at beginning of the Year
Add: Purchases including Expenses
Available for Consumption
Balance at end of the Year

31 DISTRIBUTION COST comprises of:
Local Freight, Octroi and Other Charges
Sea and Trailer Freight
Clearing and Forwarding Expenses
Commission on:

Local Sales

Export Sales
Insurance
Bill of Lading Charges
Export Development Surcharge
Quality Claim
Sales Promotion Expenses
Others Expenses

C @) TS

2,378,559,657 1,386,722,427
7,420,752,575 7,927,097,460
9,799,312,232 9,313,819,887
1,872,511,892 2,378,559,657
7,926,800,340 6,935,260,230
28,375,877 10,637,171
23,581,873 58,185,254
14,383,470 15,241,521
17,133,105 13,633,373
40,352,856 62,476,626
1,913,304 1,836,695
1,916,687 2,558,523
12,737,382 12,873,389
530,823 38,542
277,934 354,795
6,915,859 7,639,871
148,119,170 185,475,760




2017 2016
Rupees Rupees
32 ADMINISTRATIVE EXPENSES
32.1 These comprise of:

Directors' Remuneration 4,620,000 4,620,000
Staff Salaries and Benefits 160,038,734 143,297,535
Printing and Stationery 763,768 740,418
Communication 5,542,303 4,826,709
Sui Gas and Water Charges 2,236,234 1,988,475
Electricity 3,110,958 6,962,363
Insurance 5,329,245 3,098,668
Travelling and Conveyance 13,716,082 10,550,571
Entertainment 3,613,377 3,964,508
Rent, Rates and Taxes 1,266,199 1,179,127
Vehicle Running and Maintenance 9,333,163 9,656,116
Repair and Maintenance 10,688,944 10,781,859
Fees and Subscriptions 523,390 604,346
Legal and Professional Charges 7,026,764 7,336,841
Auditors' Remuneration (Note 32.2) 800,000 800,000
Advertisement and Publicity 200,180 3,545,689
ISO Expenses 3,104,910 2,755,242
Charity and Donations 730,917 2,143,639
Newspapers and Periodicals 52,527 85,249
Depreciation (Note 15.3) 15,588,707 14,075,519
General Expenses 5,790,799 4,409,899

254,077,201 237,422,773

32.2 AUDITORS' REMUNERATION represents Company's Statutory Audit.

33 OTHER OPERATING EXPENSES represents Loss on disposel of short term Investment.

34 OTHER INCOME comprises of:

Fine, Penalties and Claims - 24,195
Claim Received against Closeout of Contract - 4,256,612
Gain on Re- Measurement of Investment (Note 26) - 36,605
Interest Income 296,463 376,490
Return on Financial Assets 3,366,917 1,785,065
Gain on Disposal of Operating Fixed Assets 4,066,659 5,729,721
Dividend Income - 40,000
7,730,039 12,248,688
35 FINANCE COST comprises of:

Interest/Mark-up on:
Short Term Borrowings 335,360,874 266,356,253
Long Term Finance 25,330,758 50,912,061
Lease Finance Charges 5,832,562 2,728,883
Exchange Loss/(Gain) on Foreign Currency Finances 121,391 2,572,453
Bank Charges and Commission 21,560,560 35,236,000
388,206,145 357,805,650
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2017 2016
Rupees Rupees
36 TAXATION
36.1 This relates to:
Current Year Taxation 98,386,424 94,342,564
Prior Year Taxation (534,048) 24,820,863
97,852,376 119,163,427

36.2 In view of available Tax Losses, Current Taxation represents tax levied on Turnover U/S 113 on Local Sale and
Final Tax U/S 169 deducted on export proceeds realized during the Year.

36.3 Income Tax Assessments of the Company up to Tax Year 2016 have either been Finalized or the Income Tax
Returns were filed under self assessment scheme in accordance with the provisions of Income Tax Ordinance,
2001, hence deemed to be assessed as declared.

36.4 Numerical reconciliation between the effective tax and the applicable tax has not been provided as the entire
taxation of the Company comprises of Presumptive Tax only.

37 LOSS PER SHARE
37.1 Basic Loss per Share
After Tax Loss for the Year (858,532,845) (281,981,046)

NUMBER OF SHARES

Weighted Average Number of Ordinary

Shares Outstanding during the Year 18,810,257 18,810,257
RUPEES
Basic Loss per Share (45.64) (14.99)

37.2 Diluted Loss per Share
There is no dilution effect on the basic loss per share as the Company has no such commitments.

38 TRANSACTIONS WITH RELATED PARTIES have been disclosed in the relevant notes to the financial statements.
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39 REMUNERATION OF CHIEF EXECUTIVE, DIRECTOR AND EXECUTIVES
Executive means an employee whose basic salary exceeds Rs. 500,000 (2016: Rs. 500,000) per year. The aggregate
amount charged in the account for the year for remuneration, including certain benefits, to the Chief Executive, Director
and Executives of the Company is as follows:

Chief Director Executives
PARTICULARS Executive
Managerial Remuneration 654,000 3,600,000 61,977,351
House Rent allowance 264,000 - -
Utility Allowance 36,000 - -
Medical Allowance 66,000 - 6,197,735
1,020,000 3,600,000 68,175,086
NUMBER OF PERSONS 1 1 61
2 0 1 6
R U P E E S
Chief Director Executives
PARTICULARS Executive
Managerial Remuneration 654,000 3,600,000 55,650,972
House Rent allowance 264,000 - -
Utility Allowance 36,000 - -
Medical Allowance 66,000 - 5,565,097
1,020,000 3,600,000 61,216,069
NUMBER OF PERSONS 1 1 63

In addition to above Chief Executive, Director and certain Executives are provided with Company maintained vehicles.
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Note 40, Financial Instruments and Related Disclosures - contd...

40.2 FINANCIAL RISK FACTORS
The Company's activities expose it to a variety of financial risks: market risk (including currency risk, other price
risk and interest rate risk), credit risk and liquidity risk. The Company's overall risk management program focuses
on the unpredictability of financial markets and seeks to minimize potential adverse effects on the financial
performance.

Risk management is carried out by Board of Directors of the Company. The Board provides principles for overall
risk management, as well as policies covering specific areas such as currency risk, other price risk, interest rate
risk, credit risk and liquidity risk.
(a) Market Risk
(i) Currency Risk
Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in foreign exchange rates. Currency risk arises mainly from future commercial
transactions or receivables and payables that exist due to transactions in foreign currencies.

The Company is exposed to currency risk arising from various currency exposures, primarily with respect
to the United States Dollar (USD) and other currencies. Currently, the Company's foreign exchange risk
exposure is restricted to bank balances and amounts receivables/ payables from / to the foreign entities.
The Company exposure to currency risk was as follows:

2017 2016 2017 2016

uUsD usD Rupees Rupees
Trade Debts 4,008,523 4,870,033 434,258,672 508,606,642
Advances from Customers (176,657) (138,368) (18,619,619) (14,214,338)
Net Exposure 3,831,866 4,731,664 415,639,053 494,392,304
The following significant exchange rates have been applied:

AVERAGE RATE REPORTING RATE

2017 2016 2017 2016

USD to PKR 106.87 103.58 104.58 104.50

Sensitivity Analysis:

At reporting date, if the PKR had strengthened by 10% (2016: 10%) against the foreign currencies with
all other variables held constant, post-tax profit for the year would have been higher by the amount
shown below, mainly as a result of net foreign exchange gain on translation of foreign debtors and
outstanding letter of credits.

2017 2016
Rupees Rupees
Effect on Profit and Loss
Trade Debts 43,425,867 50,860,664
Trade and Other Payables (1,861,962) (1,421,434)
Short Term Borrowings as FE-25, Export Loan (198,619,340) (142,275,884)
Net Exposure (157,055,435) (92,836,654)

The weakening of the PKR against foreign currencies would have had an equal but opposite impact on
the post tax profit.

The sensitivity analysis prepared is not necessarily indicative of the effects on Profit / (Loss) for the year
and assets / liabilities of the Company.
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Note 40, Financial Instruments and Related Disclosures - contd...

(ii) Price Risk
Price risk represents 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 interest rate risk or currency risk),
Other price risk arises from the Company's investment in ordinary shares of listed companies. To manage
its price risk arising from aforesaid investments, the Company actively monitors the key factors that
affect stock price movement.

2017 2016
Reporting date all index points 32494.30 25313.12
Changes Effects on Effects on Other
in KSE Profit Comprehensive
all Index Before Tax Income
(Rupees)
Available-for-sale investments
+10% - 1,239,425
2017 -10% - (1,239,425)
+10% - 1,209,659
2016 -10% - (1,209,659)
Held for trading investments
+10% - -
2017 10% _ _
+10% 83,153 -
2016 -10% (83,153) -

(iii) Interest Rate Risk
This represents the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates.

The Company has no significant long-term interest-bearing assets. The Company's interest rate risk
arises from long term financing, short term borrowings and liabilities against assets subject to finance
lease. Borrowings obtained at variable rates expose the Company to cash flow interest rate risk.
Borrowings obtained at fixed rate expose the Company to fair value interest rate risk.

At the balance sheet date the interest rate profile of the Company’s interest bearing financial instruments

was:
EFFECTIVE PERCENTAGE CARRYING AMOUNT

Financial Liabilities 2017 2016 2017 2016
Fixed Rate Instruments

Long Term Financing 12.60-12.70 12.60-12.70 38,874,556 69,147,358
Variable Rate Instruments

Long Term Financing 5-8.65 7.76 - 9.55 577,512,774 349,750,630

Short Term Borrowings 7.31-8.06 0.65-10.77 4,381,660,341 4,885,536,046
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Note 40, Financial Instruments and Related Disclosures - contd...

Fair value sensitivity analysis for fixed rate instruments

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

Cash flow sensitivity analysis for variable rate instruments

The following analysis demonstrates the sensitivity to a reasonably possible change in interest rates, with
all other variables held constant, of the Company's profit before tax. This analysis is prepared assuming
the amounts of floating rate instruments outstanding at balance sheet dates were outstanding for the

whole year.
. Changes Effects on Profit
in Interest before Tax
Rate
(Rupees)
Bank balances - deposit accounts
+1.50 1,790,789
2017 -1.50 (1,790,789)
+1.50 1,250,619
2016 -1.50 (1,250,619)
Long term financing
+2.00 (11,550,255)
2017 -2.00 11,550,255
+2.00 (6,995,013)
2016 -2.00 6,995,013
Liabilities against assets subject to finance lease
+2.00 (987,508)
2017 -2.00 987,508
+2.00 (1,438,399)
2016 -2.00 1,438,399
Short term borrowings
+2.00 (87,633,207)
2017 -2.00 87,633,207
+2.00 (97,710,721)
2016 -2.00 97,710,721
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Note 40, Financial Instruments and Related Disclosures - contd...

2017 2016
Rupees Rupees

(b) Credit Risk
Credit risk represents the risk that one party to a financial instrument will cause a financial loss for the
other party by failing to discharge an obligation. The carrying amount of financial assets represents the
maximum credit exposure. The maximum exposure to credit risk at the reporting date was as follows:

Investments 12,394,254 12,928,124
Loans and Advances 12,277,901 8,260,243
Deposits 19,107,771 34,127,796
Trade Debts 831,252,116 761,057,268
Other Receivables 6,486,770 4,892,468
Bank Balances 146,378,164 372,876,285

1,027,896,976 1,194,142,184

Credit risk related to trade debts is managed by established procedures and controls relating to customers
credit risk management. Outstanding receivables are regularly monitored and shipments to foreign
customers are covered by letters of credit.

The maximum credit risk exposure at reporting date is carrying value of financial assets stated above.

The Credit quality of financial assets that are neither past due nor impaired can be assessed by reference

to external credit ratings (if available) or to historical information about counterparty default rate:

Rating 2017 2016

Short Term Long Term Agency RUPEES RUPEES
AL Baraka Bank (Pakistan) Ltd. Al A PACRA 42,862 217,479
Allied Bank Ltd. Al+ AA+ PACRA 30,691 216,210
Askari Bank Ltd. Al+ AA+ PACRA 44,892,783 36,250,488
Bank Al- Habib Ltd. Al+ AA+ PACRA 4,974,898 5,866,665
Bank Alflah Ltd. Al+ AA PACRA 391,752 183,467
Bank Islami Pakistan Ltd. Al A+ PACRA 381,390 381,390
Habib Bank Ltd. A-1+ AAA JCR-VIS 298,110 21,288,590
Habib Metropolitan Bank Ltd. Al+ AA+ PACRA 970,828 16,296
JS Bank Ltd. Al+ AA- PACRA 43,541 40,706
MCB Bank Ltd. Al+ AAA PACRA 52,855 113,930
Meezan Bank Ltd. A-1 AA JCR-VIS 480,351 1,108,451
National Bank of Pakistan Al+ AAA PACRA 54,660 138,898,347
NIB Bank Ltd. Al+ AA- PACRA 30,502 33,612
Soneri Bank Ltd. Al+ AA- PACRA 38,197,714 130,932,055
Summit Bank Ltd. A-1 A- JCR-VIS 8,930,206 4,847,287
The Bank of Khyber Al A PACRA 45,500,000 32,281,037
The Bank of Punjab Al+ AA PACRA 19,648 19,648
United Bank Ltd. A-1+ AAA JCR-VIS 32,535 180,627
145,325,326 372,876,285

Due to Company's long outstanding business relationships with these counterparties and after giving due
consideration to their strong financial standing, management does not expect non-performance by these
counter parties on their obligations to the Company. Accordingly, the credit risk is minimal.
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Note 40, Financial Instruments and Related Disclosures - contd...

(c) Liquidity Risk
Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with
financial liabilities.

The Company manages liquidity risk by maintaining sufficient cash and the availability of founding through
an adequate amount of committed credit facilities. At 30 June 2017, the Company had Rs. 6,622 Million
(2016: Rs. 7,926 Million) available borrowings limits from financial institutions and Rs. 383,938,235/-
(2016: Rs. 148,144,394/) cash and bank balances. Further, the Company has a positive working capital
position at the year end and management believes the liquidity risk too low. Following are the maturities
of financial liabilities. The amount disclosed in the table are undiscounted cash flows:

Financial Liabilities' Maturities as at 30th June, 2017:

Carrying 6 Month 6-12 1-2 More than
Amount or Less Months Years 2 Years
Rupees

Long Term Financing 564,734,768 145,222,068 96,814,712 112,847,243 209,850,745
Trade and Other Payables 755,146,399 528,602,479 226,543,920 - -
Short Term Borrowings 4,381,660,341  2,848,079,222  1,533,581,119 - -

Financial Liabilities' Maturities as at 30th June, 2016:

Carrying 6 Month 6-12 1-2 More than
Amount or Less Months Years 2 Years
Rupees

Long Term Financing 367,245,426 110,522,059 73,681,373 131,753,325 51,288,669
Trade and other Payables 448,413,702 313,889,591 134,524,111 - -
Short Term Borrowings 4,885,536,046  2,931,321,628  1,954,214,418 - -

40.3 FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES
Fair value of available-for-sale financial assets is derived from quoted market prices in active markets, if available.

Fair value of unquoted available-for-sale financial assets is estimated using appropriate valuation techniques.

The carrying value of all financial assets and liabilities reflected in Financial Statements approximate their fair
values. Fair value is determined on the basis of objective evidence at each reporting date.

Fair value hierarchy
The Company uses the following hierarchy for determining and disclosing the fair value of financial instruments
by valuation technique:

Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities.

Level 2: other techniques for which all inputs which have a significant effect on the recorded fair value are
observable either, directly or indirectly.

Level 3: techniques which use inputs that have a significant effect on the recorded fair value that are not based
on observable market data.
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Note 40, Financial Instruments and Related Disclosures - contd...

2017 2016

RUPEES RUPEES

During the reporting year ended 30th June 2017 and 2016, there were no inter level transfers and at the year
end the Company held the following financial instruments carried at fair value, which all fall under level 1:

Assets measured at fair value
Held for trading
Equity shares

Available-for-sale financial assets
Equity shares

40.4 FINANCIAL INSTRUMENTS BY CATEGORIES
As at 30th June 2017

- 831,530

12,394,254 12,096,594

12,394,254 12,928,124

Assets as per Balance Sheet

Cash and Loans and Fair Value Available
Cash Advances through for Sale
Equivalents Profit and Loss
Rupees
Investments - - - 12,394,254
Loans and Advances - 12,277,901 - -
Deposits - 19,107,771 - -
Trade Debts - 831,252,116 - -
Other Receivables - 6,486,770 - -
Cash and Bank Balances 148,144,394 - - -
148,144,394 869,124,558 - 12,394,254
Liabilities as per Balance Sheet Financial Liabilities at Amortized Cost
Long Term Financing 616,387,330
Accrued Mark-up 54,015,956
Short Term Borrowings 4,381,660,341
Trade and Other Payables 755,146,399
Rs. 5,807,210,026
As at 30th June 2016
Assets as per Balance Sheet
Cash and Loans and Fair value . Available
Cash through Profit
. Advances for Sale
Equivalents and Loss
Rupees
Investments - - 831,530 12,096,594
Loans and Advances - 8,260,243 - -
Deposits - 34,127,796 - -
Trade Debts - 761,057,268 - -
Other Receivables - 4,892,468 - -
Cash and Bank Balances 383,938,235 - - -
383,938,235 808,337,775 831,530 12,096,594
Liabilities as per Balance Sheet Financial Liabilities at Amortized Cost
Long Term Financing 418,897,988
Accrued Mark-up 50,646,438
Short Term Borrowings 4,885,536,046
Trade and Other Payables 448,413,702

Rs. ~ 5,803,494,174
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Note 40, Financial Instruments and Related Disclosures - contd...

40.5 CAPITAL RISK MANAGEMENT
The Company's prime object when managing capital is to safeguard its ability to continue as a going concern in
order to provide adequate returns for shareholder and benefits for other stakeholders and to maintain an optimal
capital structure to reduce to cost of capital.

In orders to maintain or adjust the capital structure, the Company may adjust the amount through return capital
to shareholders through repurchase of shares, right issue, issue new shares, obtain loan from sponsors or sell
assets to reduce debt.

Consistent with others in the industry and the requirements of the lenders, the Company monitors the capital
structure on the basis of gearing ratio. The ratio is calculated as borrowings divided by total capital employed.
Borrowings represent long term loan from directors, long term financing and short term borrowings obtained by
the Company as referred to in Note 5, 7 and 12 respectively. The capital employed includes 'Total Equity' as
shown in the balance sheet plus 'External Borrowings' and 'Loan from Directors and Sponsors'.

2017 2016

RUPEES RUPEES
The gearing ratio of the Company as on the balance sheet date was as follows:
External Borrowings 4,946,395,109 5,252,781,472
Loan from Directors and Sponsors 277,978,067 288,109,531
Total Debt 5,224,373,176 5,540,891,003
Total Equity 1,345,180,423 2,168,064,425
Total Capital Employed 6,569,553,599 7,708,955,428
Gearing Ratio 79.52% 71.88%
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41 SEGMENT REPORTING
41.1 REPORTABLE SEGMENTS
The Company's reportable segments are as follows:
- Spinning segment - production of different quality of yarn using natural and artificial fibbers
- Weaving segment - production of different quality of grey fabric using yarn

Information regarding the Company's reportable segments is presented below:

41.2 SEGMENTS REVENUE AND RESULTS
Follows is an analysis of the Company's revenue and results by reportable segments
ELIMINATION OF

INTER SEGMENT
SPINNING WEAVING TRANSACTIONS TOTAL
RUPEES
For the year ended 30 June 2017
Sales 7,030,986,227  2,782,701,003 776,632,842 10,590,320,072
Cost of Sales (7,188,559,108)  (2,603,094,023) (776,632,842) (10,568,285,973)
Gross Profit (157,572,881) 179,606,980 - 22,034,099
Allocated Income and Expenses:
Distribution Cost (114,551,248)(| (33,567,922) - (148,119,170)
Administrative Expenses (201,851,769)(| (49,371,161) - (251,222,930)
Other Operating Income 6,272,722 1,457,317 7,730,039
(310,130,295) (81,481,766) - (391,612,061)
Profit before tax and unallocated expenses ~ (467,703,176) 98,125,214 - (369,577,962)
Unallocated Expenses:
Administrative Expenses (2,854,271)
Other operating expenses (42,091)
Finance cost (388,206,145)
Taxation (97,852,376)
(488,954,883)
Profit after Taxation (858,532,845)

The accounting policies of the reportable segments are the same as the Company's accounting policies described
in Note 3 to the financial statements. Administrative expenses are apportioned on the basis of actual expenses
incurred for the segments. Finance cost relating to long term loan is also allocated on the basis of purpose of loan
for which it is obtained. This is the measure reported to management for the purposes of resource allocation and

assessment of segment performance.

2017 2016
RUPEES RUPEES
41.3 GROSS REVENUE FROM MAJOR PRODUCTS AND SERVICES

Yarn Export Sale 4,395,908,496 4,396,605,976
Fabric Export Sale 689,425,470 673,142,492
Waste Export Sale 21,409,185 31,728,220
Yarn Local Sale 3,312,488,158 3,119,090,581
Fabric Local Sale 2,084,126,022 1,957,783,571
Waste Local Sale 73,515,209 72,365,837

10,576,872,540 10,250,716,677

C @ TS




Note 41, Segment Reporting - contd...

41.4 GEOGRAPHICAL INFORMATION 2017 2016
(a) The Company's gross revenue percentage from external customers by geographical location is detailed
Domestic 52.13 50.23
Asia 41.32 42.97
Europe 5.75 5.98
America 0.34 0.34
Africa 0.47 0.48
100 100

(b) All non-current assets of the Company as at 30 June 2017 are located and operating in Pakistan.

41.5 SEGMENT ASSETS AND LIABILITIES
(@) Reportable segments' assets and liabilities are reconciled to total assets and liabilities as follows:

SPINNING WEAVING TOTAL

For the year ended 30 June 2017 RUPEES
Total assets for reportable segments 6,764,611,227 1,850,198,209 8,614,809,436
Unallocated assets:

Other Receivables 285,206,420

Cash and bank balances 148,144,394

Other Corporate assets 150,863,323
Total assets as per consolidated balance sheet 9,199,023,573
Total liabilities for reportable segments 8,197,796,077 1,628,611,109 9,826,407,186
Unallocated liabilities:

Other Corporate liabilities (627,357,783)
Total liabilities as per consolidated balance sheet 9,199,049,403

(b) For the purpose of monitoring segment performance and allocating resources between segment operating
property, plant and equipment is allocated to reportable segments and all other assets are held under
unallocated corporate assets; and

long term loan is allocated to reportable segment and all other liabilities ( i.e.) surplus on revaluation of
fixed assets, deferred liabilities, trade and other payables, short term borrowings and accrued mark up are
held under allocated corporate liabilities.

42 NUMBER OF EMPLOYEES 2017 2016
Number of Employees including
Contractual Employees at end of the Year 2,950 3,195

Average Number of Employees including
Contractual Employees during the Year 2,915 3,171
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43 PLANT CAPACITY AND ACTUAL PRODUCTION 2017 2016
Ring Spinning Sections

Owned Capacity

Number of Spindles Installed 75,360 75,360
Number of Spindle Shifts Worked 3 3
Installed Capacity at 20/S Count (Kgs) 365 Days 27,605,148 27,605,148
Actual Production of All Counts (Kgs) 34,234,548 33,713,543
Actual Production Converted into 20/S Count (Kgs) 22,371,442 22,002,587
Leased Capacity
Number of Spindles Installed 17,280 17,280
Number of Spindle Shifts Worked 3 3
Capacity at 20/S Count (Kgs) 365 Days 6,329,843 6,329,843
Actual Production of All Counts (Kgs) - 1,432,514
Actual Production Converted into 20/S Count (Kgs) - 1,415,105
Weaving Section 2017 2016
Owned Capacity
Number of Looms Installed 130 130
Number of Looms Shifts Worked 3 3
Capacity at 50 picks/inch (Meters) - 365 days 31,287,622 31,287,622
Actual Production of All picks/inch 20,062,250 19,473,190
Actual Production Converted into 50 picks/inch 24,741,499 24,686,135
Leased Capacity
Number of Looms Installed 80 80
Number of Looms Worked None None
Capacity at 50 picks/inch (Meters) - 365 days 17,466,585 17,466,585

Actual Production

It is difficult to describe precisely the production capacity in Spinning/Weaving Mills since it fluctuates widely
depend on various factors such as count of yarn spun, spindles speed, twist and raw materials used, etc. It also
varies according to the pattern of production adopted in a particular Year. The reason for under utilization of available
capacity is attributable to normal Repair and Maintenance, Power failures and count changes.

44 CORRESPONDING FIGURES of the previous Year have been re-grouped/re-arranged, for the purposes of
comparison as follows:

NATURE AMOUNT FROM T0 REASON
Long Term Loan from Statement of Compliance of TR-
Directors (Note 5) 211,956,969 Long Term Changes in Equity 32

Due from. Associated (Note 12) 24 500,000 Financing Short T.erm Change in Terms
Undertaking Borrowings

45 DATE OF AUTHORIZATION FOR ISSUE
These Financial Statements have been authorized for issue by the Board of Directors of the Company on October 03,
2017.

CHIEF EXECUTIVE DIRECTOR
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HUSSAIN MILLS LIMITED

Vehari Road, Fazalabad, Multan.

Ph: +92-61-652 7238, 652 8245, +92-61-676 0524
Fax: +92-61-652 6487, 652 6572
E-mail: info@hussaingroup.com

Website: www.hussaingroup.com
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