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VISION STATEMENT

To be market leaders in yarn, building company's
image through innovation and competitiveness,
ensuring satisfaction to customers and stakeholders
and to fulfill social obligations.

MISSION STATEMENT

As lead producers of quality yarn we will build on
our core competencies and achieve excellence in
performance. We aim at exceeding expectations of
all stakeholders. We target to achieve technological
advancements and to inculcate the most efficient,
ethical and time tested business practices in our
management.
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NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that the 49" Annual General Meeting of the company will be held at
the registered office of the Company at Habibabad, Kohat on Saturday 23" November, 2019
at12:00 Noon to transact the following business:

1. To confirm minutes of the Annual General Meeting held on 19 October, 2018.

2. To receive, consider and adopt the audited accounts of the Company for the
year ended June 30, 2019 together with the Directors' and Auditors' reports
thereon.

3. To appoint Auditors for the financial year 2019-20 and to fix their
remuneration. The retiring auditors M/s. Shinewing Hameed Chaudhri and
Company Chartered Accountants, Lahore being eligible have offered
themselves for re-appointment.

4. To considerany other business with the permission of the Chair.

By order of the Board

-

Kohat Muhammad Ali Wagar
Dated: 02 November, 2019 Company Secretary
NOTES:

1. The share transfer books of the Company will remain closed from November 17,
2019 to November 23, 2019 (both days inclusive). Transfers received at M/s.
Hameed Majeed Associates (Pvt), Ltd., 5" Floor, Karachi Chambers, Hasrat
Mohani Road, Karachi, before close of business hours on November 16, 2019 will
be treated in time.

2. Amember entitled to attend and vote at this meeting may appoint another person
as his/her proxy to attend the meeting and vote for his/her behalf. Proxy
instrument in order to be effective must be received at the registered office of the
Company duly stamped and signed not less than 48 hours before the time of
holding the meeting.

3. Anyindividual beneficial owner of CDC entitled to attend and vote at this meeting
must bring his/her CNIC or Passport to prove his/her identity, and in case of
Corporate Members, the Board's resolution power of attorney with specimen
signatures of the nominee shall require to be produced at the time of meeting.
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4. AllShareholders are again requested to send immediately their Bank A/c No. & IBAN No
& Name of Bank/Branch/City alongwith copy their attested CNIC at abovementioned
address of the Company's Share Registrar to enable us to send the amount of dividend to
them, if declared, through Bank A/c on line system, as per directions of the SECP and
CompaniesAct, 2017.

5. Shareholders are requested to notify the change of their addresses.

6. Members can also avail Video Conference facility. In this regard, please fill the
following and submit to the registered address of the company atleast seven (07)
days before the date of general meeting.

I/We. of being a member of
BABRI COTTON MILLS LIMITED, holder of Ordinary Shares as per
Register Folio No./CDC A/C No. hereby opt for Video conference
Facility at
Signature of members

Note:

1. Ifthe Company receives consent from members holding an aggregate 10% or
more shareholding residing at a geographical location, to participate in the
meeting through Video Conference at least 07 days prior to the date of
availability of such facility in that city.

2. Comprehensive notice of AGM to be held on 23" November, 2019 is being
circulated to the shareholders along with annual audited Financial
Statements for the year ended 30" June 2019. It is also available on
Company's Website i.e. www.bcm.com.pk




CHAIRMAN’S REVIEW

On behalf of the Board of Directors, | am pleased to present the review for the year ended June 30, 2019
highlighting the Company's performance and the role of the Board of Directors in guiding the management
to carry outits responsibility for the benefit of all its stakeholders.

FINANCIAL OVERVIEW

The current fiscal year has showed an improved performance as compared to previous year. Our turnover
has increased by 17.37% and crossed 2 billion rupees which reflects a record high achievementin sales in
previous 5 years. With efforts of our management, we have been able to bring out the Company from gross
and operational loss position into respective profits. However, the Company has obtained major finances
during the year as a result of which its Finance Cost has increased by 157% which also acts as a deciding
factorin turning the Company's operational profitinto a netloss after tax.

Current year's financial results in comparison to previous year are as under:

Year ended June 30,
2019 2018

(Re-stated)
(Rupees in thousands)

Sales 2,218,285 1,890,012
Gross Profit / (Loss) 121,480 (33,522)
Operating Profit / (Loss) 19,901 (112,759)
Finance Cost (115,890) (45,081)
Loss before Taxation (95,379) (84,477)
Loss after Taxation (39,018) (84,439)
---------- Rupees----------

Loss per Share
Basic and diluted Loss per share - Rs. (10.68) (23.12)

Re-statement

The Company has made restatements to the comparative figures presented in the current year financial
statements to comply with the notice issued by Securities and Exchange Commission of Pakistan under
section 474 of the Companies Act, 2017 requiring the Company to rectify the defaults and to undo the
irregularities leading to a modified opinion by the External Auditors on the financial statements of the
Company for the year ended June 30, 2018. For detailed information on the matter, please refer to the
attached financial statements.

PERFORMANCE EVALUATIONAND EFFECTIVENESS OF THE BOARD

The board has developed structured criteria and processes to evaluate its own performance, as well as
individual performances of every member and their respective contribution towards common objectivity of
achieving excellence at every level. Comprehensive questionnaires are developed in this regard to ensure
the growth targets of the Company. The responses to these questionnaires are discussed in detail after
being complied at different board meetings. The foremost role of the board is to ensure its performance in
fulfillment of its fiduciary responsibilities, providing strategic guidance and vision through target setting of
the management ultimately complying the statutory requirements relating to policies, international
standards and best practices.

While developing respective committees, as required under the Listed Companies (Code of Corporate
Governance) Regulations, 2017, the Board has established specific roles, guidelines and responsibilities




through some terms of references for each committee. The overall performance of the board has
remained satisfactory.

Frequency of the board's meeting during financial year 2018-19 was as follows:

» Board of Directors: Six

» Board Audit Committee: Five

» Human resource and Remuneration Committee: One
The Company has established an independent Internal Audit department and follows a risk based audit
methodology. Internal Audit reports are presented to the board audit committee on quarterly basis and
areas for continuous improvement are highlighted.

OPERATIONAL RISKS, CHALLENGES AND FUTURE PERSPECTIVE

| do expect following challenges to be faced by the textile industry as a whole, in coming period:
» High power generation cost (due to increase in gas tariff by SNGPL);

Imposition of Sales Tax on the entire Textile Sector due to revocation of S.R.O 1125

Escalationin labor cost (increase in minimum wage);

Rupee devaluation (thereby increasing in raw material input cost); and

Increase in borrowing cost (through escalation in SBP base rate)

YV V V

Now the textile companies should focus on enhancing their financial strengths to meet these challenges in
terms of both liquidity and profitability relating to operating cash and working capital requirements. There
should also be the medium-term and long-term strategic plans for the technological advancements to
meet the quality parameters required by the customers.

ACKNOWLEDGEMENT

On behalf of the Board, | wish to acknowledge and appreciate the extraordinary efforts made by the whole
team of professionals, in sailing the company through one of its most critical times of operational losses
and liquidity crunches. | also express gratitude to all stakeholders of the company including our customers,
financial institutions and supply-chain vendors for their continued cooperation and support.

The Board of directors is confident about achievement of anticipated challenges during next year with
more enthusiasm.

-.:.fz-.,n-.-_:q-;;\."_«"'.‘;:’.-:-";'_'-___ -
October 28,2019 Dr Hamid Zeb Khan
Islamabad Chairman




DIRECTORS' REPORT TO THE SHAREHOLDERS

The directors of the Company are pleased to present 49th annual report of your company together with
audited financial statements and auditors' report for the year ended June 30, 2019. Figures for the
previous year ended June 30, 2018 (as re-stated in the accounts of financial year ended June 30, 2019)
are included for comparison.

Company's Overview

The principle activity of your company is to spin yarns of medium to fine counts range, i.e. from 30/1 to 80/1,
both carded and combed. Our customer base is mainly shuttless and air-jet segments of weaving industry.
We also have capacity to produce open end yarn from 8/1 to 12/1 from primary wastes extracted from ring
spinning process.

Financial Results

Current year's results compared with previous year are given as under:
Year ended June 30,
2019 2018

(Re-stated)
(Rupees in thousands)

Sales 2,218,285 1,890,012
Gross Profit / (Loss) 121,480 (33,522)
Operating Profit / (Loss) 19,901 (112,759)
Finance Cost (115,890) (45,081)
Loss before Taxation (95,379) (84,477)
Loss after Taxation (39,018) (84,439)

---------- Rupees------=---

Loss per Share
Basic and diluted Loss per share — Rs. (10.68) (23.12)

Re-statement

The Securities and Exchange Commission of Pakistan, vide its notice under Section 474 of the Companies
Act, 2017, has directed the Company's Board of Directors to rectify the defaults and also to undo the
irregularities leading to modified opinion of the External Auditors on the financial statements of the
Company for the year ended June 30, 2018. For this purpose, Company has resolved to engage the
services of independent valuation consultants M/s Aamir Salman Rizwan, Chartered Accountants —a QCR
rated firm, to ascertain the valuation of our Investments in an Associated Company. The effects of this
valuation have been accounted for retrospectively as per the requirements of IAS 8 — Accounting Policies,
changes in accounting estimates and errors and comparative figures have been restated in compliance
with the aforementioned notice.

Appropriation of Dividend
Keeping in view the financial commitments and due to losses incurred during the period, the company is
not able to pay any dividends to its shareholders.

Financial perspective
The current fiscal year has showed an improved performance as compared to previous year. Company's

turnover has increased by 17.37% and crossed 2 billion rupees which reflects a record high achievement
in sales in previous 5 years. With untiring efforts of our management, we have been able to bring out the
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Company from gross and operational loss position into respective profits. However, the Company has
obtained major finances during the year as a result of which its Finance Cost has increased by 157% which
also acts as a deciding factor in turning the Company's operational profitinto a net loss before tax.

Major reason for incurring loss during the current financial year is the increase in Finance Cost as
discussed above. The Company has obtained these finances to fund its CAPEX program which has
resulted in additions worth of Rs. 200 million in Plant & Machinery to improve efficiency and quality of the
yarn that we produce. In the first half of the financial year, your Company has achieved gross profit margin
(G.P margin) of 2.83% as compared to gross loss % of (4.98%) in corresponding period. However, your
Company's management does not sit back on positive results instead they have striven hard for improved
results which resulted in G.P margin of 8% in second half of the financial year with overall G.P margin of
5.48%. Itis pertinent to mention that your Company has tried to reduce costs at every level during the year
under review and inshallah will achieve better results in subsequent year(s).

We have also inducted new professionals in our marketing and production teams, and are putting
significant effort for continuous research & development. We are hopeful that these measures will reduce
our raw material costs to a reasonable low level, making gross margins higher in months to come. We are
also working to enter different markets for our finished products, reducing our reliance on Faisalabad
market. The management of the company is fully aware of the present challenges in the textile industry
and is hopeful that its efforts will be successful. The board of directors is cognizant of these facts and is
striving to take all necessary steps to protect the interests of its stakeholders.

The company has also accounted for its share of profit of Janana De Malucho Textile Mills Limited (an
Associated Company) amounting Rs.0.610 million during the current year as against loss of Rs.5.222
million in 2018 (Re-stated). We are strongly focused and fully committed to reduce these expenses
through cost-cutting measures at each level.

Textile Industry Overview

Our textile industry is still facing significant economic and governance issues & challenges in achieving
desired GDP growth and export targets. Despite this, Pakistan's largest export industry is still its Textile
Industry as per Economic Survey of 2018-19. Pak rupee devaluation of more than 15%, during last six
months of the financial year, benefitted textile exporters but this measure was outweighed by arise in input
costs of imported raw materials, which are major constituents of finished products. Furthermore, input
costs like energy, labor and other overheads are also continuously on the rise. KIBOR has also increased
by more than 20% in the second half of the financial year. Our spinning segment operating in fine counts
range has to rely considerably on imported raw materials, which are subject to additional import/custom
duties, thus increasing the input costs by more than 5%. Due to decline in yarn exports, abundant supply of
locally manufactured yarn is available in local market, also augmented by Indian low-cost yarn imports &
illegal smuggling through Afghan transit trade route, thus leading to a drastic fall in yarn prices.

Other challenges continue to be faced by this sector are higher power generation and labor costs as
compared to neighboring countries as well as huge amounts stuck in sales tax refunds. Although,
Government has taken positive step by introducing Sales Tax refund Bond Scheme to expedite the
payment of sales tax refunds but the bonds carry a maturity period of 3 years. Furthermore, imposition of
17% sales tax on this sector by revoking S.R.O 1125 has further created a dampening impact on the entire
value chain.

Now the lifeline for textile companies is their respective financial strength to manage the operational cash
flows to meet the operating working capital cycle, either through sponsors' increased proportions of their
stakes or some subsidized loans from financial institutions. At the same time, technological
advancements, upgradation and BMR plans have also become inevitable in current scenario to hold the
market share in terms of quality parameters. We are facing serious competition from India, China,
Bangladesh & Vietnam in foreign as well as local markets.



Corporate Governance and Financial reporting methodologies

The directors of the of the company are pleased to state that your company is compliant with the best
practices of the Code of Corporate Governance Regulations, 2017, issued by the Securities and Exchange
Commission of Pakistan. The board further states that:

a) The financial statements, prepared by the management of the company, presents fairly its
state of affairs, the results of its operations, cash flows and changes in equity.

b) Proper books of accounts have been maintained by the company.

c) Appropriate accounting policies have been consistently applied in preparation of these
financial statements and accounting estimates are based on reasonable and prudent
judgments.

d) International financial reporting standards, as applied in Pakistan, have been followed in

preparation of these financial statements and departures there from have been adequately
disclosed therein.

e) The system of internal controls is sound in design and has been effectively implemented and
monitored.

f) There are no significant doubts upon the company's ability to continue as a going concern.

g) There has been no material departure from best practices of the Code of Corporate

governance Regulation, 2017.

h) The board has an established Audit Committee and Human Resource and Remuneration
Committee, and an independent director has been appointed as a Chairman of these
Committees in compliance with the code of corporate governance regulations.

1) here is no major outstanding liability of statutory taxes & duties at year-end, except for
disclosures in contingent liabilities of these financial statements.

Composition of the Board
The Board of Directors of the Company as at 30" June, 2019, constitutes as follows:

1. The total number of directors are 9 (Nine) as per the following:
(a) Male: Seven (07)

1) Mr. Raza Kuli Khan Khattak — Chief Executive
2) Mr. Ahmad Kuli Khan Khattak (AKKK)
3) Mr. Gohar Ayub Khan
4) Dr. Hamid Zeb Khan
5) Mr. Sikandar Kuli Khan Khattak
6) Mr. Omar Khan Afridi (appointed w.e.f.: June 26,2019)
7) Mr. Zahid Said (appointed w.e.f.: June 26, 2019)
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(b) Female: Two (02)
1) Mrs. Shahnaz Sajjad Ahmed (SSA)— Chairperson*
2) Dr. Shaheen Kuli Khan Khattak

*Mr. AKKK and Mrs. SSA have resigned from the Board w.e.f. August 27, 2019 and September 30, 2019
respectively; and in their place, the Board has appointed Mr. Ahad Khattak and Mr. Amin Ullah Khan as
Directors w.e.f. October 17, 2019. The Board has also appointed Dr. Hamid Zeb Khan as the Chairman
w.e.f. October 17,2019.

2. The composition of board as at 30" June, 2019 is as follows:
1) Independent Director:

1) Mr. Zahid Said

2) Mr. Omar Khan Afridi

3) Dr.Hamid Zeb
2) Other Non-executive Director

1) Mr. Ahmad Kuli Khan Khattak
2) Mr. Gohar Ayub Khan

3) Mrs. Shahnaz Sajjad Ahmed
4) Dr. Shaheen Kuli Khan Khattak

3) Executive Director
1) Mr. Raza Kuli Khan Khattak
2) Mr. Sikandar Kuli Khan Khattak

3. Following directors have resigned during the year:
1) Maijor (Retd.) Muhammad Zia (resigned: May 07, 2019)
2) Mr. Saad Waheed (resigned: May 14,2019)

Composition of Board Committees
The board has formed committees comprising of members given below:

Audit Committee
» Mr. Zahid Said-Chairman
» Mr. Ahmed Kuli Khan Khattak- Member
» Mr. Gohar Ayub- Member
» Mr. Saad Waheed (resigned)

HR and Remuneration Committee
> Mr. Zahid Said- Chairman
> Mr. Raza Kuli Khan Khattak- Member
> Mr. Ahmed Kuli Khan Khattak- Member
> Mr. Saad Waheed (resigned)

The terms of reference for these committees have been developed, communicated and properly
implemented.

The frequency of meetings of the committees were as per following:
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Performance evaluation of Directors on the Board

The Board of Directors of your company comprises of highly professional individuals, with due
representation of female members, along with both executive and non-executive members. All members
possess reasonable qualifications, high caliber and rich diversified experience. Furthermore, they also
have in-depth knowledge of business processes and strategic vision.

The board has developed and adopted structured criteria and processes to evaluate its own performance,
as well as individual performances of every member and their respective contribution towards common
objectivity of achieving excellence at every level. Comprehensive questionnaires are developed in this
regard to ensure the growth targets of the Company. The responses to these questionnaires are discussed
in detail after being complied at different board meetings. The foremost role of the board is to ensure its
performance in fulfillment of its fiduciary responsibilities, providing strategic guidance and vision through
target setting of the management ultimately complying the statutory requirements relating to policies,
international standards and best practices.

While developing respective committees, the Board has established specific roles, guidelines and
responsibilities through some terms of references for each committee. The overall performance of the
board remained satisfactory.

Director's Training
Executive director is adequately trained to perform his duties and responsibilities under the Companies
Act, 2017.

Board meetings and attendance by each director
During the year following meetings were held. The number of meetings attended by each director during
the yearis given here under:

Director B_oard of Board AUd't HR Committee
Directors Committee

Mr. Raza Kuli Khan Khattak 6/6 N/M 1/1
Mr. Ahmed Kuli Khan Khattak 4/6 3/5 0/1
Dr. Shaheen Kuli Khan Khattak 3/6 N/M N/M
Mr. Gohar Ayub Khan 5/6 5/5 N/M
Mrs. Shahnaz Sajjad Ahmed 5/6 N/M N/M
Mr. Sikandar Kuli Khan Khattak 4/6 N/M N/M
Saad Waheed (Resigned.: 14/05/19) 5/6 4/5 1/1
Major (Retd) Muhammad Zia:

(Resigned: 07/05/19) 3/6 N/M N/M
Dr. Hamid Zeb Khan 3/6 N/M N/M
Mr. Zahid Said (appointed on 26/06/19) 0/6 0/5 0/1
Mr. Omar Khan Afridi (appointed on

26/06/19) 0/6 N/M N/M

* N/M — non-member of committee
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Leave of absence was granted to the directors who were unable to attend its board meetings.
Remuneration to Directors

Details of remuneration paid to directors of the company during the year are provided in the financial
statements. Only meeting fee is paid to non-executive directors. We are also formulating comprehensive
policy for it in line with the guidelines provided in Code of Corporate Governance Regulations and
CompaniesAct, 2017.

Health, Safety and Environment

We feel our responsibility towards health and safety of our dedicated employees. Proper first aid medical
assistance is provided at dispensary located at our premises in case of any injury. We are trying to establish
and maintain best possible health, safety and cleanliness standards both at our premises as well as in
nearby localities.

Correspondence with stakeholders
The company's operational and financial results are placed on its official website www.bcm.com.pk, for the
following accounting periods:

> Quarterly;

> Half-yearly; and

> Annual
Subsequentevents

No material financial event took place subsequently to close of this financial year 2018-2019, having any
adverse impact over financial position of the Company.

Corporate social responsibility

We strongly feel the importance in service to humanity and try to ensure that best possible benefits should
pass on to the deserving. We also encourage our strategic team members to dedicate their time for active
participation in such activities.

Status of Financial Facilities
The company has fulfilled all its financial commitments during the year under review and subsequently as
well.

Key Operating and Financial Data (Six Years Summary)
Summarized key operating and financial results for last six years is annexed in the financial
statements.

Pattern of Shareholding
The statement of pattern of shareholding of the company as at June 30, 2019 is attached with the Annual
Report.

Future Prospects
We do expect following changes to be faced by the Textile Industry as a whole, in coming period, due to
which the cost of doing business will increase:

> Suigastariffincrease;

WAPDA cost per unit escalation;

Minimum wage increase;

Applicability of sales tax on the entire textile sector value chain;
Imposition of custom duty on imported cotton;

Rupee devaluation thereby increasing cost ofimported raw material; and
Increase in borrowing cost (through escalation in SBP base rate).
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There is strong anticipation of reduced cotton crop production at domestic level due to turnover advantage
and support price of other commaodities, pushing trading prices towards higher end. Sowing of cotton for
the season 2018-19 has also been affected due to accelerated imports. Therefore, Government has re-
imposed custom duty on imported cotton with effect from August 01, 2019 which will increase imported
cotton purchase cost but also act as a favorable factor for local farmers and industry. Bail-out package with
IMF has resulted in imposition of new taxes, new requirements to bring undocumented economy into tax
net, increased cost of borrowings, devaluation of Pak rupee; all of these have created an imbalance in the
economy subsequent to the year-end. All these impacts will be monitored by us closely and we shall try to
hedge possible uncertainties by acquiring an efficient raw material blend costs, exploring new markets
and strengthening our places therein, along with best possible efficiencies of our workforce and machinery
setup. Though the prevailing environments are not favorable but even then the management is putting its
best efforts for substantial reduction in our input costs, thereby improving the gross margins and
contributing towards positive bottom line results. Despite of these problems, our company has great
potential for improvement due to its lower debt structure, comparatively lower conversion costs, and

recent improvements in our machinery setup. The management

is hopeful that through cost-reduction

plans in both production and service departments, we will be able to sail through this catastrophic period

and improve our financial position in upcoming months.

Company's Contribution towards Government and Social Sector

We would like to give here under our company's revenue contribution toward the government sector,

bank and social sector during the year ended 30-06-2019.

1. Government Sector Rs. In Million
()] Income tax & sales tax 38.489
(i) Power & Fuel 237.296
(iii) Financial institution/Banks 115.890

2. Social Sector
Employees/Workers salaries/\WWages 364.957

and other benefits

We have provided an employment to 1,069 permanent workers on an average during the financial
year. 1,069 families with an average 5 family members (in the most affected area of KPK province)

the employment cost comes to approx. Rs.365 million.

Commenton “Emphasis of Matter Paragraph” in the Auditor's Report

The GIDC issue has been currently challenged in the Peshawar High Court (PHC) as well as the Honorable
Supreme Court of Pakistan. The PHC has granted us a stay order against recovery of GIDC which is in
force. The legal counsel hired by the APTMA has informed that our grounds of appeals in this case are quite
strong and valid enough. We are, therefore, hopeful that the decision of the Courts will be in favor of the
Industry. The High Court and Honorable Supreme Court of Pakistan in our earlier appeals have already
declared the GIDC Act, 2011 and GIDC Ordinance, 2014 as an unconstitutional and we are of the
considered opinion that GIDC Act, 2015 will also be struck down by the learned courts.

Appointment of Auditors

The company's present auditors M/s Shinewing Hameed Chaudhri & Co., Chartered Accountants H.M
House 7-bank square Lahore, retire and are eligible, to offer themselves for reappointment. The Board and
Board Audit Committee have recommended that the retiring auditors be re-appointed until the conclusion

ofthe next Annual General meeting.
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SUMMARY OF KEY OPERATING AND FINANCIAL DATA

[ 2013 || 2014 || 2015 |{ 2016 [[ 2017 || 2018 || 2019 |
CAPACITY AND PRODUCTION
Spindles installed Nos 53,040 53,040 53,040 53,040 53040 50,160 53,256
Average spindles worked during the year Nos 51,690 51,905 50,777 49,598 49,566 49,212 50,464

Production for the year/period Lbsinmiion 9970 10372 10447 8995 9418 8497 9.007

Average count spun during the year/period 51.11 51.30 49.08 56.38 54.51 58.86 57.87
PROFIT AND LOSS ACCOUNT
Rupees in
Net Sales milion 2,064.442  1927.396  1,757.969  1,444.247  1649.638 1,890,012 2,218,285
Gross Profit/ (Loss) R‘r‘;’iﬁ;'” 450017 233713 (6285) 31481 55008  (33522) 121,480
% 21.80 1213 (0.36) 2.18 3.34 (1.77) 5.48
Operating Profit/ (Loss) R‘:ﬁiﬁ;i'” 331442 142465 (16329)  (23351)  (22863) (112.759) 19,901
% 16.05 7.39 (4.34) (1.62) (1.39) (5.97) 0.90
Profit/ (Loss) before taxation R‘::iﬁ;z'” 023% 113915 (123803)  (50769)  (47519)  (48477)  (95.379)
% 14.64 5.91 (7.04) (352) (2.88) (8.35) (4.33)
Proft/ (Loss) after taxation R‘:;’iﬁ;i'” 215388 82020  (84499)  (12472)  (28.989)  (34439)  (39,018)
% 1043 4.26 (4.79) (0.86) (1.76) (4.47) (1.76)
Earming/ (loss) per share-restated Rupees 58.98 22.46 (23.43) (3.41) (8.02) (23.12) (10.68)
BALANCE SHEET
Shareholders' equity (excluding Rupees
surplus on revaluation of fixed assets in million 591.066 673.113 607.039 776.860 932.265 915.635 898.868
Term finance certificates -do- 35.301 16.474
Demand finances/ bills payable - do- 54.422 23.323
Liabilties against assets subject to finance lease - do- 21.516 - 50.386 33,052 13.824
Operating fixed assets -do- 1,305.295  1,374.837  1,350.262  1,557.748 1522610 1,584.212  1,714.667
Additions in fixed assets -do- 12.204 120.706 37.328 49,038 24319 132870  197.361
Current assets -do- 437.584 698.576 407179 457.202 723.756 815533  1,063.252
Current liabilties -do- 299.397 571.684 346.710 467.523 771525  1,037.531  1,407.826
Break up value per share Rupees 161.84 184.31 166.21 166.31 164.71 372.52 361.86
Employees at year end Nos. 1,110 1,285 1,195 1,190 1,201 1,091 1,072




Pattern of Shareholding As At June 30, 2019

Number of Shareholding Shares Held Percentage
Shareholders From To
1,023 1 100 25,237 0.69
364 101 500 83,833 2.30
85 501 1,000 60,943 1.67
85 1,001 5,000 169,792 4.65
14 5,001 10,000 87,593 2.40
4 10,001 15,000 54,810 1.50
2 15,001 20,000 36,213 0.99
2 20,001 25,000 44,152 1.21
1 25,001 30,000 29,052 0.80
1 40,001 45,000 40,576 1.11
1 55,001 60,000 57,638 1.58
1 80,001 85,000 80,578 2.21
1 140,001 145,000 144,421 3.95
1 585,001 590,000 587,493 16.09
1 870,001 875,000 872,600 23.89
1 1,275,001 1,280,000 1,277,247 34.97
1,587 3,652,178 100.00
* Note: The slabs representing nil holding have been omitted.
Categories of Shareholders No. of Shares Percentage
Held
Directors, Chief Executive Officer and their spouses 45,825 1.25
and minor children
Associated Companies, Undertakings and Related Parties 2,066,799 56.59
NIT & ICP 82,062 2.25
Banks, Development Finance Institutions, Non- Banking Financial
Institutions 3,089 0.08
Insurance Companies 57 0.00
Modarabas & Mutual Funds 1,150 0.03
General Public (Local) 1,428,876 39.12
Other Companies 22,592 0.62
Administrator Abandoned Properties 1,728 0.05
3,652,178 100.00

.

Muhammad Ali Wagar
Company Secretary
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CATEGORIES OF SHAREHOLDER'S AS AT JUNE 30, 2019

[ SR #| CATEGORIES OF SHAREHOLDERS | SHARES HELD | PERCENTAGE

1 Directors, CEO and their spouses and minor children

Mr. Raza Kuli Khan Khattak (Chief Executive Officer) 13,982 0.383
Mr. Ahmed Kuli Khan Khattak (Director) 13,981 0.383
Mr. Gohar Ayub Khan (Director) 2,960 0.081
Mrs. Shahnaz Sajjad Ahmad (Chairperson) 6,992 0.191
Dr. Hamid Zeb Khan (Director) 918 0.025
Mr. Sikandar Kuli Khan Khattak (Director) - 0.000
Dr. Shaheen Kuli Khan Khattak (Director) 6,992 0.191
Mr. Muhammad Omer Khan Afridi (Director) - 0.000
Mr. Zahid Said (Director) - 0.000

2 Associated Companies, Undertaking and Related Parties

Bannu Woollen Mills Limited 144,421 3.954
Bibojee Services (Pvt) Limited 1,277,247 34.972
Janana De Malucho Textile Mills Limited 587,493 16.086
Wagf-e-Kuli Khan 57,638 1.578
3 NIT&ICP
Investment Corporation of Pakistan 1,291 0.035
CDC- Trustee National Investment (Unit) Trust 80,578 2.206
IDBP (ICP UNIT) 193 0.005

4 Banks, Development Financial Institutions, Non Banking
Finance Institutions 3,089 0.085

5 Insurance Companies

The New Jubilee Insurance Co Ltd 57 0.002

6 Modarabas & Mutual Funds

First UDL Modaraba 1,150 0.031

7 General Public (Local) 1,428,876 39.124
8 Others Companies 22,592 0.619
9 Administrator Abandoned Properties 1,728 0.047
3,652,178 100.00

10 SHAREHOLDERS HOLDING 05% OR MORE

Bibojee Services (Pvt) Limited 1,277,247 34.972
Janana De Malucho Textile Mills Limited 587,493 16.086
Mr. Sameer Randhawa 872,600 23.893
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Statement of Compliance with Listed Companies
(Code of Corporate Governance) Requlations, 2017
For the year ended June 30, 2019

Babri Cotton Mills Limited (the Company) has complied with the requirements of Listed Companies
(Code of Corporate Governance) Regulations, 2017 (the Regulations) in the following manner:

1. The total number of directors are nine as per the following:
a) Male 7
b) Female 2
2. The composition of the Board of Directors (the Board) is as follows:
Independent Directors
a) Dr. Hamid Zeb Khan
b) Mr. Zahid Said
c¢) Mr. Omar Khan Afridi
Other Non-executive Directors
a) Mr. Ahmed Kuli Khan Khattak
b) Mr. Gohar Ayub Khan
¢) Mrs. Shahnaz Sajjad Ahmed
d) Dr. Shaheen Kuli Khan Khattak
Executive Directors
a) Mr. Raza Kuli Khan Khattak
b) Mr. Sikandar Kuli Khan Khattak

3. The directors have confirmed that none of them is serving as a director on more than five listed
companies, including this company (excluding the listed subsidiaries of listed holding companies
where applicable).

4. The Company has prepared a Code of Conduct and has ensured that appropriate steps have
been taken to disseminate it throughout the Company along with its supporting policies and

5. %oecc-*éjouar%s has developed a vision / mission statement, overall corporate strategy and significant
policies of the Company. A complete record of particulars of significant policies along with the
dates on which they were approved or amended has been maintained.

6. All the powers of the Board have been duly exercised and decisions on relevant matters have
been taken by the Board / shareholders as empowered by the relevant provisions of the
Companies Act, 2017 (the Act) and these Regulations.

7. The meetings of the Board were presided over by the Chairperson and, in her absence, by a
director elected by the Board for this purpose. The Board has complied with the requirements of
the Act and the Regulations with respect to frequency, recording and circulating minutes of
meeting of the Board.

8. The Board of directors have a formal policy and transparent procedures for remuneration of
directors in accordance with the Act and these Regulations.

9. The Board, during the year, has arranged Directors' training program (DTP) for its director
Dr. Shaheen Kuli Khan Khattak. Till June 30, 2019, three directors, on the board, have obtained
DTP certification and three directors have obtained exemption from it.
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10. The Board has approved appointment of Chief Financial Officer (CFO), Company Secretary and
Head of Internal Audit, including their remuneration and terms and conditions of employment and
complied with relevant requirements of the Regulations.

11. CFO and Chief Executive Officer duly endorsed the financial statements before approval of the
Board.

12. The Board has formed committees comprising of members given below:
Audit Committee

a) Mr. Zahid Said Chairman
b) Mr. Ahmed Kuli Khan Khattak Member
c¢) Mr. Gohar Ayub Khan Member

d) Mr. Saad Waheed (Resigned)
Human Resource and Remuneration Committee

a) Mr. Zahid Said Chairman
b) Mr. Raza Kuli Khan Khattak Member
c) Mr. Ahmed Kuli Khan Khattak Member

d) Mr. Saad Waheed (Resigned)

13. The terms of reference of the aforesaid committees have been formed, documented and advised
to the committees for compliance.

14. The frequency of meetings of the committees were as per following:
a) Audit Committee Quarterly
b) Human Resource and Remuneration Committee Yearly

15. The Board has set up an effective internal audit function, which is considered suitably qualified and
experienced for the purpose and are conversant with the policies and procedures of the Company.

16. The statutory auditors of the Company have confirmed that they have been given a satisfactory
rating under the quality control review program of the Institute of Chartered Accountants of
Pakistan (ICAP) and are registered with Audit Oversight Board of Pakistan, that they or any of the
partners of the firm, their spouses and minor children do not hold shares of the Company and that
the firm and all its partners are in compliance with International Federation of Accountants (IFAC)
guidelines on code of ethics as adopted by the ICAP.

17. The statutory auditors or the persons associated with them have not been appointed to provide
other services except in accordance with the Act, these Regulations or any other regulatory
requirements and the auditors have confirmed that they have observed IFAC guidelines in this
regard.

18. We confirm that all other requirements of the Regulations have been complied with.

1 MKLS'V
S ORI E“V
Sikandar Kuli Khan Khattak Mr. Raza Kuli Khan Khattak
Director Chief Executive
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INDEPENDENT AUDITORS' MODIFIED REVIEW REPORT ON THE
STATEMENT OF COMPLIANCE CONTAINED IN THE LISTED COMPANIES
( CODE OF CORPORATE GOVERNANCE ) REGULATIONS, 2017

We have reviewed the enclosed Statement of Compliance with the Listed Companies (Code of Corporate
Governance) Regulations, 2017 (the Regulations) prepared by the Board of Directors of BABRI COTTON
MILLS LIMITED (the Company) for the year ended June 30, 2019 in accordance with the requirements of
regulation 40 of the Regulations.

The responsibility for compliance with the Regulations is that of the Board of Directors of the Company.
Our responsibility is to review whether the Statement of Compliance reflects the status of the Company’s
compliance with the provisions of the Regulations and report if it does not and to highlight any non-
compliance with the requirements of the Regulations. A review is limited primarily to inquiries of the
Company’s personnel and review of various documents prepared by the Company to comply with the
Regulations.

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

The Regulations require the Company to place before the Audit Committee, and upon
recommendation of the Audit Committee, place before the Board of Directors for their review and
approval, its related party transactions and also ensure compliance with the requirements of section 208 of
the Companies Act, 2017. We are only required and have ensured compliance of this requirement to the
extent of the approval of the related party transactions by the Board of Directors upon recommendation of
the Audit Committee. We have not carried out procedures to assess and determine the Company’s
process for identification of related parties and that whether the related party transactions were undertaken
at arm’s length price or not.

Based on our review, nothing has come to our attention which causes us to believe that the Statement of
Compliance does not appropriately reflect the Company's compliance, in all material respects, with the
requirements contained in the Regulations as applicable to the Company for the year ended June 30,
2019.

Further, we highlight below an instance of non-compliance with the requirements of the Regulations:

The Chief Financial Officer of the Company also held the office of the Company
Secretary upto June 27, 2019.

Prirhring Heismecsh Cnmndhin-d, e

SHINEWING HAMEED CHAUDHRI & CO.,

LAHORE; CHARTERED ACCOUNTANTS
28 October, 2019 Audit Engagement Partner: Nafees-ud-Din
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INDEPENDENT AUDITORS' REPORT
TO THE MEMBERS OF BABRI COTTON MILLS LIMITED

Report on the Audit of the Financial Statements

Opinion

We have audited the annexed financial statements of BABRI COTTON MILLS LIMITED (the Company),
which comprise the statement of financial position as at June 30, 2019, and the statement of profit or loss
and other comprehensive income, the statement of changes in equity, the statement of cash flows for the
year then ended, and notes to the financial statements, including a summary of significant accounting
policies and other explanatory information, and we state that we have obtained all the information and
explanations which, to the best of our knowledge and belief, were necessary for the purposes of the audit.

In our opinion and to the best of our information and according to the explanations given to us, the
statement of financial position, statement of profit or loss and other comprehensive income, the statement
of changes in equity and the statement of cash flows together with the notes forming part thereof conform
with the accounting and reporting standards as applicable in Pakistan and give the information required by
the Companies Act, 2017 (XIX of 2017), in the manner so required and respectively give a true and fair view
of the state of the Company's affairs as at June 30, 2019 and of the loss and other comprehensive income,
the changes in equity and its cash flows for the year then ended.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicable in
Pakistan. Our responsibilities under those standards are further described in the Auditors' Responsibilities
for the Audit of the Financial Statements section of our report. We are independent of the Company in
accordance with the International Ethics Standards Board for Accountants’ Code of Ethics for Professional
Accountants as adopted by the Institute of Chartered Accountants of Pakistan (the Code) and we have
fulfilled our other ethical responsibilities in accordance with the Code. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of Matter

We draw attention to note 27.1 to the financial statements, which describes the matter regarding non-
provisioning of Gas Infrastructure Development Cess aggregating Rs.539.315 million. Our report is not
qualified in respect of this matter.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the financial statements of the current year. These matters were addressed in the context of our
audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters.




Following are the key audit matters:

S.No

Key audit matters

How the matter was addressed in our audit

1.

Investment in an Associated Company

The Company has investment in an
Associated Company - Janana De Malucho
Textile Mills Ltd. [note 7]. As at June 30,
2019, the carrying amount of investment in
above referred Associated Company
amounted Rs.228.654 million.

Our procedures in relation to assessment of carrying
value of investment in an Associated Company,
included the following:

- Assessed the appropriateness of management’s
accounting for investment in an Associated
Company.

- Understood management’s process for identifying
the existence of impairment indicators in respect of
investment in an Associated Company.

S.No

Key audit matters

How the matter was addressed in our audit

The carrying value is higher by Rs.207.512
million in relation to the quoted market value
of this investment. The Company carries-out
impairment assessment of the value of
investment where there are indicators of
impairment.

The Company has assessed the recoverable
amount of the investment in an Associated
Company based on the higher of the value-in-
use and fair value. Value-in-use is based on
valuation analysis carried-out by an
independent external
engaged by the management. The Valuer has

used discounted free cash flow model, which|_

involves estimation of future cash flows. This
estimation is inherently uncertain and requires
significant judgment on both future cash flows
and the discount rate applied to the future
cash flows.

In view of significant management judgment
involved in the estimation of value in use, we
consider this as a key audit matter.

Contingencies

The Company is subject to material litigations
involving different Courts pertaining to Gas
Infrastructure  Development Cess and
taxation, which requires management to
make assessment and judgments with
respect to likelihood and impact of such
litigations on the financial statements of the
Company.

The management has engaged independent
legal counsels on these matters.

The assessment of provisioning against such
litigations is a complex exercise and requires
significant judgments to determine the level of
certainty on these matters.

The details of contingencies along with
management’s assessments are disclosed in
note 27 to the financial statements.

investment Advisors|”

- Evaluated the independent external investment
Advisors' competence, capabilities and objectivity.

- Assessed the valuation methodology used by the
independent external investment Advisors.

- Checked, on sample basis, the reasonableness of]
the input data provided by the management to the
independent external investment Advisors in support
of evidence.

Tested mathematical accuracy of cash flows

projections.
Assessed the reasonableness of cash flow
projections, challenging and performing audit|

procedures on assumptions such as growth rate,
future revenue and costs, terminal growth rate and
discount rate by comparing the assumptions to
historical results, budgets and comparing the current
year’s results with prior year forecasts and other,
relevant information.

In response to this matter, we performed following
audit procedures:

- Discussed legal cases with the internal legal
department of the Company to understand the
management’s view point, obtained and reviewed
the litigation documents to assess the facts and
circumstances.

- Obtained opinions from legal counsels dealing with
such cases in the form of confirmations.

- Evaluated the possible outcome of these legal cases
in line with the requirements of IAS 37 (Provisions,
contingent liabilities and contingent assets).

- Disclosures of legal exposures and provisions were
assessed for completeness and accuracy.
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Information Other than the Financial Statements and Auditors' Report Thereon

Management is responsible for the other information. The other information comprises the information
included in the Annual Report, but does not include the financial statements and our auditors' report
thereon.

Our opinion on the financial statements does not cover the other information and we do not express any
form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If, based
on the work we have performed, we conclude that there is a material misstatement of this other information,
we are required to report that fact. We have nothing to report in this regard.

Responsibilities of Management and Board of Directors for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with the accounting and reporting standards as applicable in Pakistan and the requirements of
Companies Act, 2017 (XIX of 2017) and for such internal control as management determines is necessary
to enable the preparation of financial statements that are free from material misstatement, whether due to
fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends to liquidate the Company or to cease
operations, or has no realistic alternative but to do so.

Board of directors is responsible for overseeing the Company’s financial reporting process.
Auditors' Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditors' report that includes
our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs as applicable in Pakistan will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional judgment
and maintain professional skepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.
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e Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditors' report
to the related disclosures in the financial statements or, if such disclosures are inadequate, to modify
our opinion. Our conclusions are based on the audit evidence obtained upto the date of our auditors'
report. However, future events or conditions may cause the Company to cease to continue as a going
concern.

e Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in
a manner that achieves fair presentation.

We communicate with the board of directors regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide the board of directors with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters
that may reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with the board of directors, we determine those matters that were of most
significance in the audit of the financial statements of the current year and are therefore the key audit
matters. We describe these matters in our auditors' report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should
not be communicated in our report because the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements
Based on our audit, we further report that in our opinion:

a) proper books of account have been kept by the Company as required by the Companies Act, 2017
(XIX of 2017);

b) the statement of financial position, the statement of profit or loss and other comprehensive income,
the statement of changes in equity and the statement of cash flows together with the notes thereon
have been drawn up in conformity with the Companies Act, 2017 (XIX of 2017) and are in agreement
with the books of account and returns;

c) investments made, expenditure incurred and guarantees extended during the year were for the
purpose of the Company’s business; and

d) no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980).

The engagement partner on the audit resulting in this independent auditors' report is Nafees ud din.

%{Mkﬁq’ YHemed Wt.(r.
SHINEWING HAMEED CHAUDHRI & CO.,

LAHORE; CHARTERED ACCOUNTANTS
28th October, 2019
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STATEMENT OF FINANCIAL POSITION AS AT JUNE 30, 2019
(Restated) (Restated)

July 01,
2019 2018 2017
ASSETS Note -==---- (Rupees in thousand) -------
Non-current assets
Property, plant and equipment 6 1,714,667 1,584,212 1,522,610
Investments in an Associated Company 7 228,654 228,008 155,871
Long term loans 8 41 535 603
Security deposits 1,033 1,109 1,033
1,944,395 1,813,864 1,680,117
Current assets
Stores, spares and loose tools 9 31,466 39,566 26,051
Stock-in-trade 10 885,385 672,394 614,915
Trade debts 11 308 369 285
Loans and advances 12 11,515 8,671 5,052
Prepayments 1,577 1,837 913
Other receivables 13 2,895 4,710 4,916
Sales tax refundable 79,971 34,545 25,599
Income tax refundable, advance tax
and tax deducted at source 47,183 45,298 45,548
Cash and bank balances 14 2,952 8,143 477
1,063,252 815,533 723,756
TOTAL ASSETS 3,007,647 2,629,397 2,403,873
EQUITY AND LIABILITIES
Equity
Authorised capital 15 250,000 250,000 250,000
Issued, subscribed and paid-up capital 16 36,522 36,522 36,522
Capital reserves
- share premium 17 15,096 15,096 15,096
- revaluation surplus on property,
plant and equipment 18 898,868 915,635 932,265
Revenue reserves
- general reserve 17 88,000 88,000 88,000
- gain on remeasurement of forward foreign
exchange contracts 17 2,139 2,245 2,355
- unappropriated profit 280,886 302,936 378,068
Shareholders' equity 1,321,511 1,360,434 1,452,306
Deferred income 0 (0] 2,100
Liabilities
Non-current liabilities
Long term finances 19 186,718 70,096 (0]
Staff retirement benefits - gratuity 20 81,520 78,326 69,140
Long term deposit 21 868 0] (0]
Deferred taxation 22 9,204 83,010 108,802
278,310 231,432 177,942
Current liabilities
Trade and other payables 23 373,287 272,552 171,230
Unclaimed dividends 2,431 2,431 2,431
Accrued interest / mark-up 24 33,407 15,326 8,792
Short term finances 25 929,483 726,128 561,030
Current portion of non-current liabilities 19 51,803 3,644 13,824
Taxation 26 17,415 17,450 14,218
1,407,826 1,037,531 771,525
Total liabilities 1,686,136 1,268,963 949,467
Contingencies and commitments 27
TOTAL EQUITY AND LIABILITIES 3,007,647 2,629,397 2,403,873

The annexed notes 1 to 47 form an integral part of these financial statements.

e W/ ' K KO0
Raza Kuli Khan Khattak Noor-un-Nabi (ACA, APA) Sikandar Kuli Khan Khattak
Chief Executive Chief Financial Officer Director
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STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2019

(Restated)
2019 2018
Note (Rupees in thousand)

Sales 28 2,218,285 1,890,012
Cost of Sales 29 2,096,805 1,923,534
Gross Profit / (Loss) 121,480 (33,522)
Distribution Cost 30 16,539 14,173
Administrative Expenses 31 88,363 68,052
Other Expenses 32 340 4,268
Other Income 33 (3,663) (7,256)

101,579 79,237
Profit / (Loss) from Operations 19,901 (112,759)
Finance Cost 34 115,890 45,081

(95,989) (157,840)
Share of Profit / (Loss) of an Associated Company 7 610 (5,222)
Impairment reversal on Investment in

an Associated Company 7 0 78,585
610 73,363

Loss before Taxation (95,379) (84,477)
Taxation 35 (56,361) (38)
Loss after Taxation (39,018) (84,439)

Other Comprehensive Income / (Loss)
Items that will not be reclassified to profit or loss:

- gain/ (loss) on remeasurement of

staff retirement benefit obligation 20 233 (14,401)
- impact of tax (68) 4,176
165 (10,225)
- share of other comprehensive income / (loss)

of an Associated Company 54 (1,618)

- impact of tax (16) 469
7 38 (1,149)

203 (11,374)

Total Comprehensive Loss (38,815) (95,813)

--------- Rupees ---------
Loss per Share 36 (10.68) (23.12)

The annexed notes 1 to 47 form an integral part of these financial statements.

e D2E o
Raza Kuli Khan Khattak Noor-un-Nabi (ACA, APA) Sikandar Kuli Khan Khattak
Chief Executive Chief Financial Officer Director
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STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2019

2019 2018
Note (Rupees in thousand)
Cash flows from operating activities
Loss for the year - before taxation and share of profit /

(loss) of an Associated Company (95,989) (157,840)
Adjustments for non-cash charges and other items:
Depreciation 66,906 60,061
Loss on disposal of fixed assets 0 4,148
Deferred income credited 0 (2,100)
Amortisation of gain on forward foreign exchange contracts (106) (110)
Staff retirement benefits - gratuity (net) 3,359 (5,215)
Finance cost 113,994 43,893
Profit / (loss) before working capital changes 88,164 (57,163)

Effect on cash flows due to working capital changes

Decrease / (increase) in current assets:
Stores, spares and loose tools 8,100 (13,515)
Stock-in-trade (212,991) (57,479)
Trade debts 61 (84)
Loans and advances (2,844) (3,619)
Prepayments 260 (924)
Other receivables 1,815 206
Sales tax refundable (45,426) (8,946)
Increase in trade and other payables 100,735 101,322
(150,290) 16,961
Cash used in operations (62,126) (40,202)
Taxes paid (19,365) (13,968)
Long term loans - net 494 68
Net cash used in operating activities (80,997) (54,102)
Cash flows from investing activities
Fixed capital expenditure - net (197,361) (132,870)
Sale proceeds of operating fixed assets 0 7,059
Security deposits 76 (76)
Long term deposit 868 0
Net cash used in investing activities (196,417) (125,887)
Cash flows from financing activities
Long term finances - net 164,781 73,740
Lease finances - net 0 (13,824)
Short term finances - net 203,355 165,098
Finance cost paid (95,913) (37,359)
Net cash generated from financing activities 45 272,223 187,655
Net (decrease) / increase in cash and cash equivalents (5,191) 7,666
Cash and cash equivalents - at beginning of the year 8,143 477
Cash and cash equivalents - at end of the year 2,952 8,143

The annexed notes 1 to 47 form an integral part of these financial statements.

e Y o
Raza Kuli Khan Khattak Noor-un-Nabi (ACA, APA) Sikandar Kuli Khan Khattak
Chief Executive Chief Financial Officer Director




STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2019

Capital Reserves

Revenue Reserves

Revaluati-
Share Share on surplus Gain _on
. - on General |hedging| Unappr- Total
capital | premium . ;
property, reserve | instru- | opriated
reserve y
plant and ments profit
equipment
Rupees in thousand
Balance as at June 30, 2017 36,522 15,096 932,265 88,000 2,355 441,252 1,515,490
Impact of re-statement (note 5) 0 1] 1] 1] 1] (63,184) (63,184)
Balance as at July 01, 2017 - restated 36,522 15,096 932,265 88,000 2,355 378,068 1,452,306
Total comprehensive loss for
the year ended June 30, 2018:
- loss for the year 0 1] 1] 1] 1] (84,439) (84,439)
- other comprehensive loss 0 0 V] 0 0 (11,374) (11,374)
0 1] 1] 1] 1] (95,813) (95,813)
Amortisation of gain on forward
foreign exchange contracts 0 1] 0 0 (110) 0 (110)
Transfer from revaluation surplus
on property, plant and equipment
(net of deferred taxation)
- on account of incremental
depreciation for the year 0 1] (15,335) 1] 1] 15,335 (1]
- upon sale of revalued plant
and machinery 0 1] (3,906) 1] 1] 3,906 0
Resultant adjustment due
to reduction in tax rate 0 o 4,128 o o o 4,128
Share of revaluation surplus on
property, plant and equipment of
an Associated Company 0 1] (1,517) 1] 1] 0 (1,517)
Effect of items directly credited
in equity by an Associated
Company 0 o o 0 o 1,440 1,440
Balance as at June 30, 2018 - restated 36,522 15,096 915,635 88,000 2,245 302,936 1,360,434
Total comprehensive loss for
the year ended June 30, 2019:
- loss for the year 0 1] 1] 1] 1] (39,018) (39,018)
- other comprehensive income 0 0 0 0 0 203 203
0 1] 1] V] 1] (38,815) (38,815)
Amortisation of gain on forward
foreign exchange contracts 0 1] 1] 1] (106) 0 (106)
Transfer from revaluation surplus
on property, plant and equipment
on account of incremental
depreciation for the year
(net of deferred taxation) 0 1] (14,722) 1] 1] 14,722 0
Share of revaluation surplus on
property, plant and equipment
of an Associated Company 0 1] (2,045) 1] 1] V] (2,045)
Effect of items directly credited
in equity by an Associated
Company 0 o 0 0 o 2,043 2,043
Balance as at June 30, 2019 36,522 15,096 898,868 88,000 2,139 280,886 1,321,511

The annexed notes 1 to 47 form an integral part of these financial statements.

S K KO0

Sikandar Kuli Khan Khattak

Raza Kuli Khan Khattak
Chief Executive

W

Noor-un-Nabi (ACA, APA)
Chief Financial Officer

Director
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2019

1.  LEGAL STATUS AND OPERATIONS

Babri Cotton Mills Limited (the Company) was incorporated in Pakistan on October 26, 1970
as a Public Company under the Companies Act, 1913 (now the Companies Act, 2017) and
its shares are quoted on Pakistan Stock Exchange Ltd. The Company is principally engaged
in manufacture and sale of yarn. The Company's registered office and Mills are located at
Habibabad, Kohat.

BASIS OF PREPARATION

2.1 Statement of compliance

These financial statements have been prepared in accordance with the accounting and
reporting standards as applicable in Pakistan. The accounting and reporting standards
applicable in Pakistan comprise of:

- International Financial Reporting Standards (IFRSs) issued by the International
Accounting Standards Board (IASB) as notified under the Companies Act, 2017; and

- Provisions of and directives issued under the Companies Act, 2017.

Where provisions of and directives issued under the Companies Act, 2017 differ from the
IFRSs, the provisions of and directives issued under the Companies Act, 2017 have been
followed.

2.2 Basis of measurement

These financial statements have been prepared under the historical cost convention except
for certain items as disclosed in the relevant accounting policies below.

2.3 Functional and presentation currency

These financial statements are presented in Pak Rupee, which is the Company's functional
and presentation currency. All financial information presented in Pak Rupees has been
rounded to the nearest thousand unless otherwise stated.

2.4 Critical accounting estimates and judgments

The preparation of financial statements in conformity with approved accounting standards
requires management to make judgments, estimates and assumptions that affect the
application of policies and the reported amount of assets, liabilities, income and expenses.
Estimates and judgments are continually evaluated and are based on historical experience
and other factors, including expectations of future events that are believed to be reasonable
under the circumstances.

The Company makes estimates and assumptions concerning the future. The resulting
accounting estimates will, by definition, seldom equal the related actual results. The
estimates and assumptions that have a significant risk of causing a material adjustment to
the carrying amounts of assets and liabilities within the next financial year are detailed
below:

- Useful lives, residual values and depreciation method of property, plant and equipment. -
notes 4.1 & 6.1

- Provision for impairment of inventories - notes 4.4, 4.5, 9 & 10
- Allowance for expected credit loss - note 4.6
- Impairment loss of non-financial assets other than inventories - note 4.8

- Staff retirement benefits (gratuity) - notes 4.10 & 20
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- Estimation of provisions - note 4.12
- Estimation of contingent liabilities - notes 4.13 & 27

- Current income tax expense, provision for current tax and recognition of deferred tax
asset (for carried forward tax losses) - notes 4.14, 22 & 26

The revisions to accounting estimates, if any, are recognised in the period in which the
estimate is revised if the revision affects only that period or in the period of the revision and
future periods if the revision affects both current and future periods.

3. INITIAL APPLICATION OF STANDARDS, AMENDMENTS OR INTERPRETATIONS TO
EXISTING STANDARDS

The following amendments to existing standards have been published that are applicable to
the Company’s financial statements covering annual periods, beginning on or after the
following dates:

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

Certain standards, amendments and interpretations to IFRSs are effective for accounting
periods beginning on July 01, 2018 but are considered not to be relevant or to have any
significant effect on the Company’s operations (although they may affect the accounting for
future transactions and events) and are, therefore, not detailed in these financial
statements, except for the following:

(@) IFRS 9, 'Financial instruments', has been notified by the Securities and Exchange
Commission of Pakistan (SECP) to be effective for annual periods ending on or after
June 30, 2019. This standard replaces the guidance in IAS 39, ‘Financial instruments:
Recognition and measurement’. It includes requirements on the classification and
measurement of financial assets and liabilities; it also includes an expected credit losses
model that replaces the current incurred loss impairment model. The changes laid down by
the new standard do not have any significant impact on these financial statements.

(b) IFRS 15, 'Revenue from contracts with customers' has been notified by SECP to be
effective for annual periods beginning on or after July 01, 2018. This standard deals with
revenue recognition and establishes principles for reporting useful information to users of
the financial statements about the nature, amount, timing and uncertainty of revenue and
cash flows arising from an entity's contracts with customers. Revenue is recognised when a
customer obtains control of a good or service and thus has the ability to direct the use and
obtain the benefits from the good or service. This standard replaces IAS 18, 'Revenue' and
IAS 11, 'Construction contracts' and related interpretations.

Following the application of IFRS 15, the Company's policy for revenue recognition under
different contracts with customers is as follows:

The Company manufactures and contracts with customers for the sale of yarn, which
generally include single performance obligation. The management has concluded that
revenue from sale of goods be recognised at the point in time when control of the asset is
transferred to the customer, which is when the goods are dispatched to the customer.
Invoices are generated and revenue is recognised at that point in time as the control has
been transferred to the customers. The above is generally consistent with the timing and
amounts of revenue the Company recognised in accordance with the previous standard, IAS
18. Therefore, the adoption of IFRS 15, which replaced IAS 18, IAS 11 and related
interpretations, did not have an impact on the timing and amounts of revenue recognition of
the Company. Accordingly the adoption of IFRS 15 at July 01, 2018 did not have an effect
on the financial statements of the Company.
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(c) [IFRIC 22, ‘Foreign currency transactions and advance consideration’ is effective for
accounting periods beginning on or after July 01, 2018. This IFRIC addresses foreign
currency transactions or parts of transactions where there is consideration that is
denominated or priced in a foreign currency. The interpretation provides guidance for when
a single payment / receipt is made as well as for situations where multiple payments /
receipts are made. The guidance aims to reduce diversity in practice. The Company’s
accounting treatment is already in line with this interpretation.

3.2 Standards, amendments and interpretations to existing standards that are not yet
effective and have not been early adopted by the Company

There are certain standards, amendments to the IFRSs and interpretations that are
mandatory for the Company’s accounting periods beginning on or after July 01, 2019, but
are considered not to be relevant or to have any significant effect on the Company’s
operations and are, therefore, not detailed in these financial statements, except for the
following:

(a) Amendments to IAS 1, 'Presentation of financial statements' and IAS 8, 'Accounting policies,
changes in accounting estimates and errors' are effective for annual periods beginning on or
after January 01, 2020. The amendments are intended to make the definition of material in
IAS 1 easier to understand and are not intended to alter the underlying concept of
materiality in IFRSs. In addition, the IASB has also issued guidance on how to make
materiality judgments when preparing their general purpose financial statements in
accordance with IFRSs.

(b) Amendments to IAS 19, ‘Employee benefits’ on plan amendment, curtailment or settlement’,
(effective for periods beginning on or after January 01, 2019). These amendments require
an entity to use updated assumptions to determine current service cost and net interest for
the remainder of the period after a plan amendment, curtailment or settlement; and
recognise in statement of profit or loss as part of past service cost, or a gain or loss on
settlement, any reduction in a surplus, even if that surplus was not previously recognised
because of the impact of the asset ceiling. The Company is yet to assess the full impact of
this amendment on its financial statements.

(c) IAS 23, 'Borrowing costs' is effective for accounting periods beginning on or after
January 01, 2019. The amendment is part of the annual improvement 2015-2017 cycle. The
amendment clarifies that the general borrowings pool used to calculate eligible borrowing
costs exclude only borrowings that specifically finance qualifying assets that are still under
development or construction. Borrowings that were intended to specifically finance qualifying
assets that are now ready for their intended use or sale - or any non-qualifying assets - are
included in that general pool. The amendments are not likely to have material impact on the
Company’s financial statements.

(d) IFRIC 23, ‘Uncertainty over income tax treatments’ is effective for accounting periods
beginning on or after January 01, 2019. This IFRIC clarifies how the recognition and
measurement requirements of IAS 12 ‘Income taxes’, are applied where there is uncertainty
over income tax treatments. The IFRIC explains how to recognise and measure deferred
and current income tax assets and liabilities where there is uncertainty over a tax treatment.
An uncertain tax treatment is any tax treatment applied by an entity where there is
uncertainty over whether that treatment will be accepted by the tax authority. The IFRIC
applies to all aspects of income tax accounting where there is an uncertainty regarding the
treatment of an item, including taxable profit or loss, the tax bases of assets and liabilities,
tax losses and credits and tax rates. The Company is yet to assess the full impact of this
interpretation on its financial statements.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted in the preparation of these financial statements
are the same as those applied in the preparation of the financial statements of the Company
for the year ended June 30, 2018 except for the change in the policies for financial assets'
recognition and measurement and revenue recognition due to adoption of IFRS 9 and IFRS
15 respectively. The implications of these standards have insignificant impact on these
financial statements of the Company.

4.1 Property, plant and equipment
Measurement

Items of property, plant and equipment other than freehold land, buildings on freehold land,
plant & machinery, generators and capital work-in-progress are measured at cost less
accumulated depreciation and impairment loss, if any.

Freehold land is stated at revalued amount whereas buildings on freehold land, plant &
machinery and generators are stated at revalued amounts less accumulated depreciation
and any identified impairment loss. Cost of some items of plant & machinery consists of
historical cost and exchange fluctuation effects on foreign currency loans capitalised during
prior years. Borrowing costs are also capitalised for the period upto the date of
commencement of commercial production of the respective plant & machinery, acquired out
of the proceeds of such borrowings.

Capital work-in-progress is stated at cost less impairment loss, if any.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate
asset, as appropriate, only when it is probable that future economic benefits associated with
the item will flow to the Company and the cost of the item can be measured reliably. The
carrying amount of the replaced part is derecognised.

Revaluation

Increases in the carrying amounts arising on revaluation of property, plant and equipment
are recognised, net of tax, in other comprehensive income and accumulated in reserves in
shareholders’ equity. To the extent that the increase reverses a decrease previously
recognised in statement of profit or loss, the increase is first recognised in profit or loss.
Decreases that reverse previous increases of the same asset are first recognised in other
comprehensive income to the extent of the remaining surplus attributable to the asset; all
other decreases are charged to profit or loss. Each year, the difference between
depreciation based on the revalued carrying amount of the asset charged to profit or loss
and depreciation based on the asset’s original cost, net of tax, is reclassified from the
revaluation surplus on property, plant and equipment to retained earnings.

Depreciation

Depreciation is charged so as to write-off the cost or revalued amount of assets (other than
freehold land and capital work-in-progress) over their remaining useful lives, using the
reducing balance method at rates specified in note 6.1 to the financial statements.

Depreciation on additions to property, plant and equipment is charged from the month in
which an asset is acquired or capitalised while no depreciation is charged for the month in
which the asset is disposed-off.

Disposal

Gain or loss arising on disposal or retirement of an item of property, plant and equipment is
determined as the difference between the sale proceeds and the carrying amount of the
asset and is recognised in other income in the statement of profit or loss. In case of the sale
or retirement of a revalued property, plant and equipment, the attributable revaluation
surplus remaining in the revaluation surplus on property, plant and equipment is transferred
directly to unappropriated profit.
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Judgment and estimates

The useful lives, residual values and depreciation method are reviewed on a regular basis.
The effect of any change in estimates is accounted for on a prospective basis.

4.2 Assets subject to finance lease

Lease where the Company has substantially all the risks and rewards of ownership is
classified as finance lease. Assets subject to finance lease are initially recognised at the
lower of present value of minimum lease payments under the lease agreements and fair
value of the assets. Subsequently these assets are stated at cost less accumulated
depreciation and any identified impairment loss.

The related rental obligations, net of finance charges, are included in liabilities against
assets subject to finance lease. The liabilities are classified as current and long-term
depending upon the timing of payment.

Each lease payment is allocated between the liability and finance charges so as to achieve a
constant rate on the balance outstanding. The interest element of rental is taken to
statement of profit or loss over the lease term.

Depreciation on assets subject to finance lease is charged to income at the rates stated in
note 6.1 applying reducing balance method to write-off cost of the assets over their
estimated remaining useful life in view of certainty of ownership of assets at the end of lease
period.

Depreciation on additions to leased assets is charged from the month in which an asset is
acquired while no depreciation is charged for the month in which the asset is disposed-off.

Finance cost and depreciation on leased assets are taken to statement of profit or loss
currently.

4.3 Investments in Associated Companies

Investments in Associated Companies are accounted for by using equity basis of
accounting, under which the investments in Associated Companies are initially recognised at
cost and the carrying amounts are increased or decreased to recognise the Company's
share of profit or loss of the Associated Companies after the date of acquisition. The
Company's share of profit or loss of the Associated Companies is recognised in the
Company's profit or loss. Distributions received from Associated Companies reduce the
carrying amount of investments. Adjustments to the carrying amounts are also made for
changes in the Company's proportionate interest in the Associated Companies arising from
changes in the Associated Companies' equity that have not been recognised in the
Associated Companies' profit or loss. The Company's share of those changes is recognised
directly in equity of the Company.

The carrying amount of investments is tested for impairment, by comparing its recoverable
amount (higher of value in use and fair value less cost to sell) with its carrying amount and
loss, if any, is recognised in profit or loss.

4.4 Stores, spares and loose tools

Stores, spares and loose tools are stated at the lower of cost and net realisable value. The
cost of inventory is based on moving average cost. Items in transit are stated at cost
accumulated upto the statement of financial position date. The Company reviews the
carrying amount of stores, spares and loose tools on a regular basis and provision is made
for identified obsolete and slow moving items.
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4.5 Stock-in-trade

Basis of valuation are as follows:
Particulars Mode of valuation
Raw materials

- at mills - At lower of annual average cost and net realisable value.
- in transit - At cost accumulated to the reporting date.
Work-in-process - At cost.

Finished goods - At lower of cost and net realisable value.

Waste - At net realisable value.

Cost in relation to work-in-process and finished goods consists of prime cost and
appropriate production overheads. Prime cost is allocated on the basis of moving average
cost.

Provision for obsolete and slow moving stock-in-trade is determined based on the
management's assessment regarding their future usability.

Net realisable value signifies the selling price in the ordinary course of business less cost of
completion and cost necessary to be incurred to effect such sale.

Judgments and estimates

Inventory write-down is made based on the current market conditions, historical experience
and selling goods of similar nature. It could change significantly as a result of changes in
market conditions. A review is made periodically on inventories for excess inventories,
obsolescence and declines in net realisable value and an allowance is recorded against the
inventory balances for any such declines.

4.6 Trade debts and other receivables

Trade debts are initially recognised at original invoice amount, which is the fair value of
consideration to be received in future and subsequently measured at cost less allowance for
Expected Credit Loss (ECL). Carrying amounts of trade debts and other receivables are
assessed at each reporting date and allowance is made for doubtful debts and receivables
when collection of the amount is no longer probable. Debts and receivables considered
irrecoverable are written-off.

4.7 Cash and cash equivalents

Cash and cash equivalents are carried in the statement of financial position at cost. For the
purpose of statement of cash flows, cash and cash equivalents consist of cash-in-hand and
balances with banks.

4.8 Impairment of non-financial assets other than inventories

The assets that are subject to depreciation are assessed at each reporting date to
determine whether there is any indication that the assets are impaired. If there is an
indication of possible impairment, the recoverable amount of the asset is estimated and
compared with its carrying amount.

An impairment loss is recognised if the carrying amount of an asset exceeds its estimated
recoverable amount. The impairment loss is recognised in the statement of profit or loss,
unless the relevant asset is carried at a revalued amount, in which case the impairment loss
is treated as a revaluation decrease.

An impairment loss is reversed only to the extent that the asset carrying amount does not
exceed the carrying amount that would have been determined, net of depreciation, if no
impairment loss had been recognised. The Company recognises the reversal immediately in
the statement of profit or loss, unless the asset is carried at a revalued amount in
accordance with the revaluation model. Any reversal of an impairment loss of a revalued
asset is treated as a revaluation increase.
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4.9 Borrowings and borrowing costs

Borrowings are recognised initially at fair value, net of transaction costs incurred and are
subsequently measured at amortised cost using the effective interest method.

Borrowing costs are recognised as an expense in the period in which these are incurred
except to the extent of borrowing costs that are directly attributable to the acquisition,
construction or production of a qualifying asset. Such borrowing costs, if any, are capitalised
as part of the cost of that asset.

4,10 Staff retirement benefits (defined benefit plan)

The Company operates an un-funded retirement gratuity scheme for its eligible employees.
Provision for gratuity is made annually to cover obligation under the scheme in accordance
with the actuarial recommendations. Latest actuarial valuation was conducted on June 30,
2019 on the basis of the projected unit credit method by an independent Actuary.

Actuarial gains and losses are recognised in other comprehensive income in the period in
which these occur and past-service costs are recognised immediately in the statement of
profit or loss.

4.11 Trade and other payables

Trade and other payables are initially measured at cost, which is the fair value of the
consideration to be paid in future for goods and services, whether or not billed to the
Company.

4.12 Provisions

Provisions are recognised when the Company has a present obligation, legal or
constructive, as a result of a past event, it is probable that the Company will be required to
settle the obligation, and a reliable estimate can be made of the amount of obligation.

The amount recognised as a provision is the best estimate of the consideration required to
settle the present obligation at the end of reporting period, taking into account the risks and
uncertainties surrounding the obligation.

When some or all of the economic benefits required to settle a provision are expected to be
recovered from a third party, the receivable is recognised as an asset if it is virtually certain
that reimbursement will be received and the amount of receivable can be measured reliably.

As the actual outflows can differ from estimates made for provisions due to changes in laws,
regulations, public expectations, prices and conditions, and can take place many years in
the future, the carrying amounts of provisions are reviewed at each reporting date and
adjusted to take account of such changes. Any adjustment to the amount of previously
recognised provision is recognised in the statement of profit or loss unless the provision was
originally recognised as part of cost of an asset.

4.13 Contingent liabilities
A contingent liability is disclosed when the Company

- has a possible obligation as a result of past events, whose existence will be confirmed
only by the occurrence or non-occurrence, of one or more uncertain future events not
wholly within the control of the Company; or

- has a present legal or constructive obligation that arises from past events, but it is not
probable that an outflow of resources embodying economic benefits will be required to
settle the obligation, or the amount of the obligation cannot be measured with sufficient
reliability.
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4.14 Taxation
Taxation comprises of current tax and deferred tax.

Income tax expense is recognised in the statement of profit or loss except to the extent that
it relates to items recognised in other comprehensive income or directly in equity, if any, in
which case the tax amounts are recognised directly in other comprehensive income or
equity.

(@) Current

Current tax is the expected tax payable on the taxable income / turnover for the year;
calculated using rates enacted or substantively enacted by the end of the reporting period.
The calculation of current tax takes into account tax credits and tax rebates, if any, and is
inclusive of any adjustment to income tax payable or recoverable in respect of previous
years.

(b) Deferred

The Company accounts for deferred taxation using the liability method on temporary
differences arising between the tax base of assets and liabilities and their carrying amounts
in the financial statements. Deferred tax liability is recognised for taxable temporary
differences and deferred tax asset is recognised to the extent that it is probable that taxable
profits will be available against which the deductible temporary differences, unused tax
losses and tax credits can be utilised. Deferred tax is charged or credited to the profit or loss
except for deferred tax arising on surplus on revaluation of property, plant and equipment,
which is charged to revaluation surplus.

Deferred tax is measured at the tax rates that are expected to be applied to the temporary
differences when they reverse, based on the laws that have been enacted or substantively
enacted by the reporting date.

Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it
is no longer probable that the related tax benefit will be realised.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to set off
current tax assets against current tax liabilities, and they relate to income taxes levied by the
same tax authority.

4.15 Dividend and appropriation to reserves

Dividend distribution to the Company's shareholders and appropriation to reserves are
recognised in the period in which these are approved.

4.16 Derivative financial instruments

In relation to fair value hedges, which meet the conditions for special hedge accounting, any
gain or loss from remeasuring the hedging instruments at fair value is recognised
immediately in the statement of profit or loss. Any gain or loss on the hedged item
attributable to the hedged risk is adjusted against the carrying amount of the hedged item
and recognised in the statement of profit or loss.

In relation to cash flow hedges, if a hedge of a forecast transaction which subsequently
results in the recognition of a non-financial asset, the associated gains and losses (that were
recognised directly in equity) are taken to statement of profit or loss in the same period
during which the asset acquired effects the profit or loss.
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417 Financial instruments

Financial assets and financial liabilities are recognised in the statement of financial position
when the Company becomes a party to the contractual provisions of the instrument. All the
financial assets are derecognised at the time when the Company looses control of the
contractual rights that comprise the financial assets. All financial liabilities are derecognised
at the time when they are extinguished that is, when the obligation specified in the contract
is discharged, cancelled, or expires. Any gains or losses on de-recognition of the financial
assets and financial liabilities are taken to the statement of profit or loss.

a) Financial assets
Classification
Effective July 01, 2018, the Company classifies its financial assets in the following
measurement categories:
i)  Amortised cost where the effective interest rate method will apply;
i) fair value through profit or loss; and
iii) fair value through other comprehensive income.

The classification depends on the Company’s business model for managing the financial
assets and the contractual terms of the cash flows.

For assets measured at fair value, gains and losses will either be recorded in statement of
profit or loss or other comprehensive income (OCI).

Recognition and derecognition

Regular way purchases and sales of financial assets are recognised on trade-date, the date
on which the Company commits to purchase or sell the asset. Further, financial assets are
derecognised when the rights to receive cash flows from the financial assets have expired or
have been transferred and the Company has transferred substantially all the risks and
rewards of ownership.

Measurement

At initial recognition, the Company measures a financial asset at its fair value plus, in the
case of a financial asset not at fair value through profit or loss (FVTPL), transaction costs
that are directly attributable to the acquisition of the financial asset. Transaction costs of
financial assets carried at FVTPL are expensed in statement of profit or loss.

Definition of default

The Company considers the following as constituting an event of default for internal credit
risk management purposes as historical experience indicates that receivables that meet
either of the following criteria are generally not recoverable.

- when there is a breach of financial covenants by the counterparty; or

- information developed internally or obtained from external sources indicates that the
debtor is unlikely to pay its creditors, including the Company, in full (without taking into
account any collaterals held by the Company).

Impairment of financial assets

Effective July 01, 2018, the Company assesses on a historical as well as forward-looking
basis, the expected credit loss (ECL) as associated with its trade debts. The impairment
methodology applied depends on whether there has been a significant increase in credit
risk.

Following are financial instruments that are subject to the ECL model:
- Trade debts
- Cash and bank balances
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Simplified approach for trade debts

The Company recognises life time ECL on trade debts, using the simplified approach. The
measurement of ECL reflects:

- an unbiased and probability-weighted amount that is determined by evaluating a range
of possible outcomes;

- reasonable and supportable information that is available at the reporting date about past
events, current conditions and forecasts of future economic conditions.

Recognition of loss allowance

The Company recognizes an impairment gain or loss in the statement of profit or loss for all
financial instruments with a corresponding adjustment to their carrying amount through a
loss allowance account.

Write-off

The Company writes off financial assets, in whole or in part, when it has exhausted all
practical recovery efforts and has concluded there is no reasonable expectation of recovery.
The assessment of no reasonable expectation of recovery is based on unavailability of
debtor’s sources of income or assets to generate sufficient future cash flows to repay the
amount.

The Company may write-off financial assets that are still subject to enforcement activity.
Subsequent recoveries of amounts previously written off will result in impairment gains.
b) Financial Liabilities
Classification, initial recognition and subsequent measurement
Financial liabilities are classified in the following categories:
i) fair value through profit or loss; and
i) other financial liabilities.

The Company determines the classification of its financial liabilities at initial recognition. All
financial liabilities are recognised initially at fair value and, in case of other financial liabilities
also include directly attributable transaction costs. The subsequent measurement of
financial liabilities depends on their classification, as follows:

i) Fair value through profit or loss
Financial liabilities at fair value through profit or loss include financial liabilities held-for
trading and financial liabilities designated upon initial recognition as being at fair value
through profit or loss. The Company has not designated any financial liability upon
recognition as being at fair value through profit or loss.

ii)  Other financial liabilities

After initial recognition, other financial liabilities which are interest bearing subsequently
measured at amortised cost, using the effective interest rate method. Gains and losses are
recognised in profit or loss for the year, when the liabilities are derecognised as well as
through effective interest rate amortisation process.

Derecognition of financial liabilities

The Company derecognises financial liabilities when and only when the Company’s
obligations are discharged, cancelled or expired.

Offsetting of financial assets and financial liabilities

Financial assets and liabilities are offset and the net amount presented in the statement of
financial position when there is a legally enforceable right to offset the recognised amount
and there is an intention to settle on a net basis, or realise the asset and settle the liability
simultaneously.
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4.18 Foreign currency transactions

Foreign currency transactions are recorded in Pakistan Rupees using the exchange rates
prevailing at the dates of transactions. Monetary assets and liabilities in foreign currencies
are translated in Pakistan Rupees at the rates of exchange prevailing at the reporting date.
Exchange gains and losses are taken to statement of profit or loss.

4.19 Revenue recognition

Revenue from contracts with customers is recognised at the point in time when the
performance obligation is satisfied i.e. control of the goods is transferred to the customer at
an amount that reflects the consideration to which the Company expects to be entitled to in
exchange for those goods.

Contract assets

Contract assets arise when the Company performs its performance obligations by
transferring goods to a customer before the customer pays its consideration or before
payment is due.

Contract liabilities

Contract liability is the obligation of the Company to transfer goods to a customer for which
the Company has received consideration from the customer. If a customer pays
consideration before the Company transfers goods, a contract liability is recognised when
the payment is made. Contract liabilities are recognised as revenue when the Company
performs its performance obligations under the contract.

Others
Return on deposits is accounted for on 'accrual basis'.

Dividend income and entitlement of bonus shares are recognised when right to receive such
dividend and bonus shares is established.

4.20 Segment reporting

Segment information is presented on the same basis as that used for internal reporting
purposes by the Chief Operating Decision Maker, who is responsible for allocating
resources and assessing performance of the operating segments. On the basis of its
internal reporting structure, the Company considers itself to be a single reportable segment;
however, certain information about the Company’s products, as required by the approved
accounting standards, is presented in note 42 to these financial statements.

5. RE-STATEMENT

The Securities and Exchange Commission of Pakistan, vide its notice under section 474 of
the Companies Act, 2017 dated August 23, 2019, has directed the Company’s Board of
Directors (the Board) to rectify the defaults and also to undo the irregularities leading to
modified opinion of the external Auditors on the financial statements of the Company for the
year ended June 30, 2018. The Board has resolved to engage independent valuation
Consultants (M/s Aamir Salman Rizwan, Chartered Accountants - a QCR rated firm, having
office at 414-F, M.A. Johar Town, Lahore) to ascertain valuation of its investment in an
Associated Company. The Valuers have ascertained share valuation based on discounted
free cash flows. The effects of this valuation have been accounted for retrospectively in
accordance with the requirements of IAS 8 (Accounting policies, changes in accounting
estimates and errors) and comparative figures have been restated in compliance with the
aforementioned notice.
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As at June 30, 2018

As at June 30, 2017

As As
Restate- Restate-
previously .~ Astestated previously -~ Asrestated
reported reported
Rupees in thousand =---s-sss-sessseesee=s
Effect on statement of
financial position
Investment in an Associated
Company 236,325  (8,317) 228,008 242,631  (86,760) 155,871
Equity 1,368,751  (8,317) 1,360,434 1,515,490  (63,184) 1,452,306
Deferred taxation 132,378  (23,576) 108,802
Effect on statement of
changes in equity
Unappropriated profit 3,253 (8,317) 302,936 441,252  (63,184) 378,068
Effect on statement of profit or loss
for the year ended June 30, 2018
Share of Loss of an
Associated Company (4,710) (312)  (5,222)
Impairment reversal on Investment in
an Associated Company 0 78585 78,585
Taxation (23,614) 23,576 (38)
----------- Rupees =-=ssssesees-
Loss per Share (38.04) 1492 (23.12)
6. PROPERTY, PLANT AND EQUIPMENT 2019 2018
Note (Rupees in thousand)
Operating fixed assets 6.1 1,684,041 1,535,925
Capital work-in-progress 6.7 30,626 48,287
1,714,667 1,584,212
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6.1 Operating fixed assets

| Owned " Leased
Roads, Buildings on freehold land . Compu-
paths and i i Tools & Furnit- Office | ters [ Security Plant & Total
Freehold | culverts Residential Plant& | Generat- C % ure & ) : Vehic- .~ | Generat- ot
| Non - " equip- | o | equip- and | & survei-|Arms machin-
land on Factory machinery ors ment fixtur: ment |access-| llance les o ors
freehold factory | officers | workers es i "
ories
land
Rupees in

As at June 30, 2017
Cost / revaluation 460,600 120 193,236 22,963 1,011 14,637 826,115 123,787 2465 4,303 993 2,458 1,367 144 19,617 30,000 40,000 1,743,816
Accumulated

depreciation 0 106 9,662 1,148 166 5122 132,551 52,700 1,346 1,896 291 1,027 202 43 12,363 2,535 5307 226,465
Book value 460,600 14 183,574 21,815 845 9515 693,564 71,087 1,119 2407 702 1431 1,165 101 7,254 27,465 34,693 1,517,351
Year ended

June 30, 2018:
Additions 0 0 0 0 0 5259 68,305 9,594 0 0 0 0 0 0 6684 0 0 89,842
Disposals: 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Cost / revaluation 0 0 0 0 0 0 (10,718) 0 0 (17) 0 0 0 0 (3412 0 0 (14,147)

Depreciation 0 0 0 0 0 0 677 0 0 6 0 0 0 0 2257 0 0 2,940
Transfers from leased

to owned:

Cost 0 0 0 0 0 0 30,000 40,000 0 0 0 0 (] 0 (30,000) (40,000) 0

Depreciation 0 0 0 0 0 0 (3,336) (7,331) 0 0 0 0 [ 0 333 7,331 0
Depreciation for

the year 0 0 9179 1,091 42 674 35517 8,795 56 120 35 286 58 5 1,378 801 2,024 60,061
Book value 460,600 14 174395 20,724 803 14,00 742975 104,555 1,063 2,276 667 1,145 1,107 96 11,405 0 0 1,535,925
Year ended

June 30, 2019:
Additions 0 0 0 0 0 0 207,003 7,465 27 28 428 (] 0 0 0 215022
Depreciation for

the year 0 1 8,720 1,036 Lyl 705 42,958 10,517 54 114 35 295 144 5 2,281 0 0 66,906
Book value 460,600 13 165,675 19,688 762 13,395 907,020 101,503 1,036 2,90 703 1,278 963 91 9,124 0 0 1,684,041
As at June 30, 2018

Cost / revaluation 460,600 120 193,236 22,963 1,011 19,896 913,702 173,381 2,465 4,286 993 2,458 1,367 144 22,889 0 0 181951

Accumulated

depreciation 0 106 18,841 2,239 208 5796 170,727 68,826 1,402 2,010 326 1,313 260 48 11,484 0 0 283,586

Book value 460,600 14 174,395 20,724 803 14,00 742,975 104,555 1,063 2,276 667 1,145 1,107 96 11,405 0 0 1,535,925
As at June 30, 2019

Cost / revaluation 460,600 120 193,236 22,963 1,011 19,896 1,120,705 180,846 2,492 4,314 1,064 2,886 1,367 144 22,889 0 0 2,034,533

Accumulated

depreciation 0 107 27,561 3,275 249 6501 213,685 79,343 1,456 2124 361 1,608 404 53 13,765 0 0 350,492

Book value 460,600 13 165,675 19,688 762 13,395 907,020 101,503 1,036 2,190 703 1,278 963 91 9,124 0 0 1,684,041
Depreciation rate (%) 5 5 5 5 5 5 10 5 5 5 30 30 5 20 5 10
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6.2 Freehold land represents 715,904 square feet of land situated at Habibabad Kohat out of
which approximately 333,430 square feet represent covered area.

6.3 The depreciation rates of computers & accessories and security & surveillance equipment
have been increased to 30% from 5% per annum with effect from February 28, 2019. The
effect of this change in depreciation rates has increased loss for the year and lowered
carrying values of property, plant and equipment by Rs.126 thousand.

6.4 Had the operating fixed assets been recognised under the cost model, the carrying amounts
of each revalued class of operating fixed assets would have been as follows:

2019 2018
Owned (Rupees in thousand)
- freehold land 3,642 3,642
- buildings on freehold land 57,817 60,860
- plant & machinery 659,293 481,150
- generators 99,834 102,701
820,586 648,353

6.5 Based on the revaluation report as at June 30, 2016 the forced sale values of the revalued
items of property, plant and equipment have been assessed by management as follows:

Rupees in
thousand
Freehold land 368,480
Buildings on freehold land 181,683
Plant & machinery
- owned 627,815
- leased 53,967
1,231,045
6.6 Depreciation for the year has been apportioned as under:
- cost of sales 63,887 57,797
- administrative expenses 3,019 2,264
66,906 60,061
6.7 Capital work-in-progress
Opening balance 48,287 5,259
Additions during the year:
- plant and machinery 167,988 48,287
- computer software 800 0
168,788 48,287
Less: transferred to operating fixed assets during the year (186,449) (5,259)
Balance as at June 30, 30,626 48,287
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7.2

7.3

INVESTMENTS IN AN ASSOCIATED
COMPANY - Quoted

Janana De Malucho Textile Mills Ltd. (JDM)

341,000 (2018: 341,000) ordinary shares
of Rs.10 each - cost

Equity held: 7.13% (2018: 7.13%)

Post acquisition profit and other comprehensive
income brought forward including effect of
items directly credited in equity by JDM

Share of revaluation surplus on
property, plant and equipment

Dividend received
Profit / (loss) for the year - net of taxation

Share of other comprehensive income /
(loss) - net of taxation

Less: impairment loss

(Restated)

2018

(Restated)

2017

------ (Rupees in thousand) ------

4,030 4,030 4,030
60,461 64,789 72,543
163,515 165,560 167,077
0 0 (426)
610 (5,222) (8,777)

38 (1,149) 9
228,654 228,008 234,456
0 0 (78,585)
228,654 228,008 155,871

Although the Company has less than 20% voting rights in JDM as at June 30, 2019 and
2018, JDM has been treated an Associated Company by virtue of common directorship.

Market value of the Company's investment in JDM as at June 30, 2019 was Rs.21.142

million (2018: Rs.21.868 million).

JDM was incorporated in Pakistan in the year 1960 as a Public Company and its shares are
quoted on Pakistan Stock Exchange Ltd. It is principally engaged in manufacture and sale of

yarn.

The summary of financial information of JDM based on its audited financial statements for

the year ended June 30, 2019 is as follows:
Summarised statement of financial position
Non-current assets

Current assets

Non-current liabilities
Current liabilities

Net assets

Reconciliation to carrying amount

Opening net assets

Profit / (loss) for the year

Dividend paid during the year

Other comprehensive income/(loss) for the year
Other adjustments

Closing net assets

3,437,965 3,432,375 3,520,713
1,244,097 1,542,192 1,285,961
4,682,062 4,974,567 4,806,674
231,065 229,569 375,183
1,204,244 || 1,506,888 || 1,120,964
1,435,309 1,736,457 1,496,147
3,246,753 3,238,110 3,310,527
3,238,110 3,310,527 3,318,307
6,296 (62,524) (8,444)
0 0 (5,981)

537 (16,068) 132

1,810 6,175 6,513
3,246,753 3,238,110 3,310,527
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(Restated) (Restated)
2019 2018 2017
------ Rupees in thousand ------

Company's share percentage 7.13% (2018: 7.13%)

Company's share 231,493 230,877 236,041

Impairment loss and miscellaneous adjustments (2,839) (2,869) (80,170)
Carrying amount of investment 228,654 228,008 155,871

Summarised statement of profit or loss

Sales 3,379,664 2,782,025 2,515,643

Profit / (loss) before taxation 41,272 (73,217) (21,538)
Profit / (loss) after taxation 6,296 (62,524) (8,444)

7.4 The value of investment in JDM as at June 30, 2019 and June 30, 2018 is based on
independent valuation carried-out by M/s Aamir Salman Rizwan; Chartered Accountants - a
QCR rated firm, having office at 414-F, M.A. Johar Town, Lahore, engaged by the
management. The recoverable amount has been estimated based on value in use
calculations. These calculations have been made on discounted cash flow based valuation
methodology, which assumes gross profit margin of 10.90% (2018: 10.78%), terminal
growth rate of 5% (2018: 5%) and capital asset pricing model based discount rate of 12.38%
(2018: investor's required rate of return of 9.71%).

8. LONG TERM LOANS - Secured 2019 2018
Note (Rupees in thousand)
Interest free loans to:
- related parties - key management persons 8.1 260 500
- other employees 8.2 1,228 1,809
1,488 2,309
Less: current portion grouped under current assets 1,447 1,774
41 535

8.1 The year-end balance is recoverable in monthly instalments ending December, 2019.
Maximum aggregate amount of loans at any month-end during the year was
Rs.480 thousand (2018: Rs.660 thousand).

8.2 These loans are recoverable in monthly instalments, which vary from employee to employee
and are adjustable against the gratuity benefits of the respective employee.

9. STORES, SPARES AND LOOSE TOOLS

Stores 11,133 23,512
Spares 20,290 16,011
Loose tools 43 43

31,466 39,566

10. STOCK-IN-TRADE
Raw materials:

- at mills 10.1 708,747 465,036

- in transit 68,431 141,222
777,178 606,258

Work-in-process 51,436 39,494
Finished goods 10.2 56,771 26,642
885,385 672,394
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10.1 Raw material and finished good inventories at respective year-ends were pledged with
National Bank of Pakistan and The Bank of Khyber as security for short term finance
facilities (note 25).

10.2 Finished good inventories as at June 30, 2019 include inventories costing Rs.4.399 million
(2018: Rs.7.551 million), which have been stated at net realisable value; the amount
charged to statement of profit or loss in respect of inventories write-down to net realisable
value worked-out to Rs.0.290 million (2018: Rs.1.431 million) approximately.

11. TRADE DEBTS - Unsecured 2019 2018
Note (Rupees in thousand)
Balance at the year-end 2,598 2,659
Less: allowance for Expected Credit Loss 1.1 2,290 2,290
308 369

11.1 IFRS 9 (Financial Instruments) has introduced the Expected Credit Loss (ECL) model, which
replaced the incurred loss model of IAS 39 (Financial Instruments: Recognition and
Measurement) whereby an allowance for doubtful debts was required only in circumstances
where a loss event has occurred. By contrast, the ECL model requires the Company to
recognise an allowance for doubtful debts on trade debts irrespective whether a loss event
has occurred. For trade debts, the Company has applied IFRS 9 using simplified approach
to measure the expected credit losses, which uses a life time expected loss allowance.

12. LOANS AND ADVANCES

Current portion of long term loans 8 1,447 1,774
Advances (unsecured - considered good):

- employees 6,089 3,160

- contractors and suppliers 3,952 2,156

- against letters of credit 27 1,581

11,515 8,671

13. OTHER RECEIVABLES
These represent import letters of credit weight shortage claims.
14. CASH AND BANK BALANCES
Cash-in-hand 0 58

Cash at banks on:

- current accounts 228 7,399
- dividend accounts 23 23
- PLS account 141 2,570 538
- PLS security deposit account 141 131 125
2,952 8,085
2,952 8,143




14.1 These carry profit at the rates ranging from 4.50% to 10.25% (2018: 2.40% to 2.76%) per

annum.
15. AUTHORISED SHARE CAPITAL
2019 2018 2019 2018
---- Numbers ---- (Rupees in thousand)
17,500,000 17,500,000 Ordinary shares of Rs.10 each 175,000 175,000
7,500,000 7,500,000 Redeemable cumulative preference
shares of Rs.10 each 75,000 75,000
25,000,000 25,000,000 250,000 250,000
16. ISSUED, SUBSCRIBED AND PAID-UP CAPITAL
2019 2018 2019 2018
---- Numbers ---- (Rupees in thousand)
2,896,000 2,896,000 Ordinary shares of Rs.10 each
fully paid in cash 28,960 28,960
434,400 434,400 Ordinary shares of Rs.10 each
issued as fully paid bonus shares 4,344 4,344
321,778 321,778 Ordinary shares of Rs.10 each
issued to a Bank by conversion
of long term liabilities 3,218 3,218
3,652,178 3,652,178 36,522 36,522
16.1 Ordinary shares held by the Associated Companies 2019 2018
and an Associate at the year-end: ---- Numbers----
Bibojee Services (Pvt.) Ltd. 1,277,247 1,277,247
Bannu Woollen Mills Ltd. 144,421 144,421
Janana De Malucho Textile Mills Ltd. 587,493 587,493
Wagf-e-Kuli Khan 57,638 57,638
2,066,799 2,066,799
17. RESERVES 2019 2018
Note (Rupees in thousand)
Capital reserve 171 15,096 15,096
General reserve 88,000 88,000
Gain on remeasurement of forward foreign
exchange contracts - cash flow hedge 2,139 2,245
105,235 105,341
17.1 This represents share premium received @ Rs.6 per share on 1,000,000 right shares issued

by the Company during the financial years ended September 30, 1992 & September 30,
1993 and @ Rs.15 per share on 896,000 ordinary shares issued as otherwise than right in
accordance with the provisions of section 86(1) of the repealed Companies Ordinance, 1984
during the financial year ended June 30, 2008. The Company, during the financial year
ended June 30, 2011, had issued 434,400 bonus shares out of this reserve. This reserve

can be utilised by the Company only for the purposes
Companies Act, 2017.

specified in section 81 of the




18.

18.1

18.2

19.

REVALUATION SURPLUS ON PROPERTY, PLANT AND EQUIPMENT - Net

Revaluation surplus on the Company's
property, plant and equipment

Share of revaluation surplus on property, plant
and equipment of an Associated Company

Note

18.2

2019 2018
(Rupees in thousand)

735,353 750,075
163,515 165,560
898,868 915,635

The Company had revalued its freehold land on September 30, 1998, September 30, 2004,
January 31, 2007, June 27, 2009 and June 30, 2012. Buildings on freehold land, plant &
machinery and generators were revalued on September 30, 2004, January 31, 2007 and
June 30 2012. These fixed assets were revalued by Independent Valuers on the basis of
market value / depreciated market values and resulted in revaluation surplus aggregating

Rs.808.690 million.

The Company, as at June 30, 2016, has again revalued its freehold land, buildings on
freehold land, owned and leased plant & machinery and generators. The latest revaluation
exercise has been carried-out by independent Valuers - M/s Hamid Mukhtar & Co. (Pvt.) Ltd.
(Consulting Engineers, Surveyors and Loss Adjusters, Valuation Consultants), 14 - Q,
Gulberg - 2, Lahore. Freehold land has been revalued on the basis of current market value
whereas buildings on freehold land, plant & machinery and generators have been revalued
on the basis of depreciated market values. The net appraisal surplus arisen on latest
revaluation aggregating Rs.209.017 million has been credited to this account. The year-end

balance has been arrived at as follows:
Opening balance

Less: transferred to unappropriated profit:

- on account of incremental depreciation for the year

- upon sale of revalued assets

Less: deferred tax on:
- opening balance of surplus
- incremental depreciation for the year

- sale of revalued assets

Resultant adjustment due to reduction in tax rate
Closing balance
LONG TERM FINANCES - Secured
The Bank of Khyber (BoK)
- demand finance - |
- demand finance - Il
Sindh Modaraba (SM) - diminishing musharaka

Less: current portion grouped under current liabilities

191
19.2
194

869,803 897,290
(20,735) (21,907)
0 (5,580)
849,068 869,803
119,728 132,102
(6,013) (6,572)
0 (1,674)
113,715 123,856
735,353 745,947
0 4,128
735,353 750,075
151,416 46,284
38,550 27,456
48,555 0
238,521 73,740
51,803 3,644
186,718 70,096




A ——
e wniu L. R P OR T 2019

19.1 These finances have been obtained to retire letters of credit established for import of textile
machinery for BMR. These finances carry mark-up at the rate of 6-months KIBOR + 2%; the
effective mark-up rates charged by BoK during the year ranged from 9.04% to 12.80%
(2018: 8.50%) per annum. These finances are repayable in 48 equal monthly instalments
commenced from May, 2019.

19.2 These finances have been obtained for acquisition of local textile machinery for BMR. These
finances carry mark-up at the rate 6-months KIBOR + 2%; the effective mark-up rates
charged by BoK during the year ranged from 9.04% to 12.80% (2018: 8.53%) per annum.
These finances are repayable in 48 equal monthly instalments commenced from April, 2019.

19.3 The finances obtained from BoK are secured against first joint pari passu charge on fixed
assets of the Company for Rs.616 million and personal guarantee of Chief Executive of the
Company.

19.4. These finances have been obtained from SM against aggregate limit of Rs.50 million for the
purpose of acquisition of plant and machinery. The facility tenor is five years and is secured
against title of assets in the name of SM, registered charge of Rs.48.555 million over
financed assets and personal guarantee of Chief Executive of the Company. The finance
facility carries profit at 3-months KIBOR + 2.90% per annum. The effective profit rate during
the year was 14.01% per annum. The finance facility is repayable in 48 equal monthly
instalments commencing May, 2020.

20. STAFF RETIREMENT BENEFITS - Gratuity

The future contribution rates of this scheme include allowance for deficit and surplus.
Projected unit credit method, based on the following significant assumptions, is used for

valuation:

Significant actuarial assumptions 2019 2018

- discount rate 14.25% 9.00%

- expected rate of growth per annum in future salaries 13.25% 8.00%

- average expected remaining working life time of employees 7 years 7 years

- mortality rates SLIC SLIC

2001-2005 2001-2005
Setback 1 year

- withdrawal rates Age-based Age-based

- retirement assumption Age 60 Age 60

The amount recognised in the statement of 2019 2018
financial position is as follows: (Rupees in thousand)

Net liability at beginning of the year 78,326 69,140

Charge to statement of profit or loss 21,565 22,146

Experience adjustments (233) 14,401

Payments made during the year (18,138) (27,361)

Net liability at end of the year 81,520 78,326
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The movement in the present value of defined 2019 2018
benefit obligation is as follows: (Rupees in thousand)
Opening balance 78,326 69,140
Current service cost 15,332 14,066
Interest cost 6,233 4,298
Past service cost 0 3,782
Benefits paid (18,138) (27,361)
Experience adjustments (233) 14,401
Closing balance 81,520 78,326

Expense recognised in statement of profit or loss

Current service cost 15,332 14,066

Interest cost 6,233 4,298

Past service cost 0 3,782

Charge for the year 21,565 22,146

Charge for the year has been allocated to:

- cost of sales 18,330 18,824

- distribution cost 216 222

- administrative expenses 3,019 3,100
21,565 22,146

Remeasurement recognised in other comprehensive income
Experience adjustments (net of deferred tax) 165 (10,225)

Comparison of present value of defined benefit obligation and experience adjustments on
obligation for five years is as follows:

2019 2018 2017 2016 2015
--------------------- (Rupees in thousand) ---------=-=---e-e---
Present value of defined

benefit obligation 81,520 78,326 69,140 73,104 62,500
Experience adjustments
on obligation (233) 14,401 (10,304) (533) (4,337)
Year-end sensitivity analysis Impact on defined benefit obligation
Changes in Increase Decrease
assumption (Rupees in thousand)
Discount rate 1% 76,528 87,218
Salary growth rate 1% 87,403 76,273

20.1 The average duration of the benefit obligation as at June 30, 2019 is 7 years.

20.2 The expected contribution to defined benefit obligation for the year ending June 30, 2020 is
Rs.26.640 million.

21. LONG TERM DEPOSIT

This interest-free deposit has been received in accordance with the Company's Car
Incentive Scheme and against this deposit vehicle has been provided to the employee. This
deposit is adjustable after specified period by transfer of title of vehicle to the employee.
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(Restated) (Restated)
22. DEFERRED TAXATION - Net 2019 2018 2017
------- (Rupees in thousand) -------
This is composed of the following:

Taxable temporary differences arising in respect of:

- accelerated tax depreciation allowances 148,311 129,003 120,367
- surplus on revaluation of property,
plant & equipment 113,711 119,725 132,102
- lease finances 0 0 14,500
262,022 248,728 266,969
Deductible temporary differences arising in respect of:
- staff retirement benefits - gratuity (23,641) (22,715) (20,742)
- provision for doubtful debts (664) (664) (687)
- minimum tax recoverable against
normal tax charge in future years (87,417) (70,003) (52,606)
- unused tax losses (141,096) (72,336) (60,556)
- impairment loss provided for on investment
in an Associated Company 0 0 (23,576)
(252,818) (165,718) (158,167)
9,204 83,010 108,802
22.1 Also refer contents of note 5.
23. TRADE AND OTHER PAYABLES 2019 2018
Note (Rupees in thousand)
Creditors 198,869 53,444
Bills payable 23.1 71,232 140,449
Advances from customers - contract liabilities 6,867 2,457
Accrued expenses 62,558 63,714
Interest free security deposits
- repayable on demand 23.2 170 170
Due to Wagf-e-Kuli Khan 12,048 12,048
Income tax deducted at source 5,722 0
Sales tax payable 23.3 15,020 0
Others 801 270
373,287 272,552

23.1 These are secured against lien on import documents.

23.2 This represents amounts received from the Company's customers and service providers;
this amount has been deposited with a scheduled bank.

23.3 This represents further tax payable on sales made to unregistered persons upto June 30,
2019.

24. ACCRUED INTEREST / MARK-UP
Mark-up accrued on:

- long term finances 6,143 1,074
- short term finances 27,264 14,252
33,407 15,326
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25. SHORT TERM FINANCES - Secured

Short term finance facilities available from National Bank of Pakistan (NBP) and The Bank
of Khyber (BoK) under mark-up arrangements aggregate Rs.980 million (2018: Rs.980
million) and are secured against pledge of raw material and finished good stocks and first
charge on current and fixed assets of the Company. These facilities, during the year, carried
mark-up at the rates ranging from 8.23% to 12.49% (2018: 7.46% to 8.41%) per annum.
Facilities available for opening letters of credit and guarantee from NBP and BoK aggregate
Rs.475 million (2018: Rs.633 million) out of which the amount remained unutilised at the
year-end was Rs.344.778 million (2018: Rs.388.656 million). These facilities are secured
against lien on import documents and first charge on current and fixed assets of the
Company. Facilities from BoK and NBP are available upto September 30, 2019 and
December 31, 2019 respectively.

26. TAXATION 2019 2018
Note (Rupees in thousand)
Opening balance 17,450 14,218

Provision made during the year:

- current [net of tax credit under section 65B
of the Ordinance amounting Rs.10.350 million

(2018: Rs.6.234 million)] 26.2 17,415 17,450
- prior years 30 0
17,445 17,450

Less: payments / adjustments made against
completed assessments 17,480 14,218
17,415 17,450

26.1 Income tax returns of the Company have been filed upto the tax year 2018 i.e. accounting
year ended June 30, 2018.

26.2 No numeric tax rate reconciliation is presented in these financial statements as the
Company is liable to pay tax due under section 113 (Minimum tax on the income of certain
persons) of the Income Tax Ordinance, 2001 (the Ordinance).

26.3 The Company's writ petition before the Islamabad High Court, Islamabad praying
exemption from levy of minimum tax under section 113 of the Ordinance is still pending
adjudication. An adverse judgment by the Court will create tax liability under section 113 of
the Ordinance aggregating Rs.39.712 million.

The Finance Act, 2015 has omitted clause 126F of the Ordinance and inserted a new
sub-clause (xx) of clause (11A) in part IV of the second schedule of the Ordinance wherein
exemption from levy of minimum tax under section 113 of the Ordinance has been provided.
The amendment would have a retrospective impact being related to tax years 2010, 2011
and 2012.

26.4 As per the rectification order dated February 03, 2017, the Income Tax Department has
charged tax under sections 161 / 205 of the Ordinance raising tax demands of Rs.4.885
million for the tax year 2015 against which the Company has filed an appeal on February 22,
2017 before the Commissioner Inland Revenue (Appeals), which is pending adjudication.
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27. CONTINGENCIES AND COMMITMENTS

27.1 The Company had challenged the levy of Gas Infrastructure Development Cess (GIDC) by
filing a petition before the Peshawar High Court, Peshawar (PHC). GIDC was levied on
supply of natural gas under the GIDC Act, 2011. Constitutionality of the said Act was
challenged before the PHC, which had declared the same as constitutional. The order of the
PHC was assailed before the Supreme Court of Pakistan (SCP), which met the same fate
there vide SCP's judgment dated August 22, 2014. After enactment of the GIDC Act, 2015,
it was challenged before the PHC, which dismissed the said petition vide its judgment dated
May 31, 2017. The Company, thereafter, has filed a petition before the SCP on July 31,
2017, which is pending adjudication.

Sui Northern Gas Pipelines Ltd., along with gas bill for the month of June, 2019, has raised
GIDC demands aggregating Rs.539.315 million, which are payable in case of an adverse
judgment by the SCP. Provisions for these GIDC demands pertaining to prior years and the
current year have not been made in the books of account as the management expects a
favourable judgment by the SCP due to meritorious legal grounds.

27.2 Guarantee amounting Rs.55.200 million (2018: Rs.55.200 million) issued by National Bank
of Pakistan on behalf of the Company in favour of Sui Northern Gas Pipelines Ltd. was
outstanding as at June 30, 2019.The guarantee is secured against the securities as detailed
in note 25 and is valid upto December 31, 2019.

27.3 Commitments against irrevocable letters of credit 2019 2018
outstanding at the year-end were for: Note (Rupees in thousand)
- raw materials 0 71,518
- spare parts 3,790 117,626
3,790 189,144

27.4 Also refer contents of note 26.3 and 26.4.
28. SALES - Net
Local
Own manufactured goods
-Yarn 2,098,767 1,837,825
- Waste 95,348 68,360

2,194,115 1,906,185

Trading activities - raw materials 43,293 0

2,237,408 1,906,185
Less: sales tax 28.1 19,123 16,173

2,218,285 1,890,012

28.1 As per S.R.O. Notification 491(l) / 2016 dated June 30, 2016, sales made by the Company
to registered persons were charged sales tax at zero percent with effect from July 01, 2016
whereas sales made to un-registered persons were charged sales tax at one percent as per
S.R.O Notification 584(1) / 2017 dated July 01, 2017 with effect from July 01, 2017.
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29. COST OF SALES 2019 2018
Note (Rupees in thousand)

Raw materials consumed 291 1,426,893 1,104,011

Packing materials consumed 34,439 34,879

Salaries, wages and benefits 29.2 304,633 283,756

Power and fuel 237,296 193,761
Repair and maintenance:

- stores consumed 57,230 55,881

- expenses 8,614 9,615

65,844 65,496

Depreciation 6.6 63,887 57,797

Insurance 5,884 5,826

2,138,876 1,745,526
Adjustment of work-in-process

Opening 39,494 37,987
Closing 10 (51,436) (39,494)
(11,942) (1,507)
Cost of goods manufactured 2,126,934 1,744,019
Adjustment of finished goods
Opening stock 26,642 206,157
Closing stock 10 (56,771) (26,642)
(30,129) 179,515
Cost of goods sold 2,096,305 1,923,534
29.1 Raw materials consumed
Opening stock 606,258 370,771
Purchases (for manufacturing) 1,556,597 1,338,984
Cost of raw materials sold 40,527 0

1,597,124 1,338,984
2,203,382 1,709,755

Less: closing stock 10 777,178 606,258
1,426,204 1,103,497
Cess on cotton consumed 689 514

1,426,893 1,104,011

29.2 These include Rs.18,330 thousand (2018: Rs.18,824 thousand) in respect of staff retirement
benefits - gratuity.

30. DISTRIBUTION COST

Freight, loading, travelling and conveyance 3,629 2,518
Salaries and benefits 30.1 1,532 3,200
Commission 11,260 8,449
Others 118 6

16,539 14,173
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30.1 These include Rs.216 thousand (2018: Rs.222 thousand) in respect of staff retirement
benefits - gratuity.

31. ADMINISTRATIVE EXPENSES Note 2019 2018
(Rupees in thousand)

Salaries and benefits 311 60,324 44,837

Printing and stationery 1,008 861

Communication 1,049 975

Travelling and conveyance 3,142 2,152

Rent, rates and taxes 4,733 3,116

Insurance 490 367

Advertisement 75 179

Repair and maintenance 1,109 1,277

Vehicles' running 5,222 4,909

Guest house expenses and entertainment 2,086 2,040

Subscription 652 462
Auditors' remuneration:

- statutory audit 1,063 966

- short provisions for the preceding years 327 0

- half yearly review 165 165

- consultancy charges 40 40

- certification charges 203 108

- out-of-pocket expenses 45 45

1,843 1,324

Legal and professional charges (other than Auditors) 3,611 3,289

Depreciation 6.6 3,019 2,264

88,363 68,052

31.1 These include Rs.3,019 thousand (2018: Rs.3,100 thousand) in respect of staff retirement
benefits - gratuity.

32. OTHER EXPENSES

Donations (without directors' interest) 340 120
Loss on disposal of fixed assets 321 0 4,148
340 4,268

32.1 The Company, during the preceding year, had disposed-off plant & machinery, furniture &
fixtures and vehicles having book values of Rs.10.041 million, Rs.11 thousand and Rs.1.155
million against sale proceeds of Rs.7.059 million.

33. OTHER INCOME
Income from financial assets

Return on bank deposits 666 316

Amortisation of gain on forward foreign exchange contracts 106 110

Income from non-financial assets

Salvage sales - net of sales tax 2,891 4,730

Deferred income - credited 331 0 2,100
3,663 7,256




A ——
e wniu L. R P OR T 2019

33.1 This income had arisen on sale and lease-back arrangement entered into with Saudi Pak
Industrial and Agricultural Investment Company Ltd. for lease of gas fired power generator.

34. FINANCE COST

Mark-up on:
- long term finances 19,468 1,074
- short term finances 94,526 42,050
Lease finance charges 0 769
Bank charges 1,896 1,188
115,890 45,081
35. TAXATION
Current
- for the year 17,415 17,450
- for prior years 30 0
26 17,445 17,450
Deferred:
- for the year (73,806) (21,616)
- resultant adjustment due to
reduction in tax rate 18 0 4,128
(73,806) (17,488)
(56,361) (38)
(Restated)
36. LOSS PER SHARE 2019 2018

(Rupees in thousand)
There is no dilutive effect on loss per share
of the Company, which is based on:
Loss after taxation attributable to ordinary shareholders (39,018) (84,439)
(Number of shares)

Weighted average number of ordinary

shares in issue during the year 3,652,178 3,652,178
------- Rupees -------
Loss per share - basic (10.68) (23.12)
37. FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES
37.1 Financial instruments by category 2019 2018

Rupees in thousand
Financial assets

At amortised cost

Security deposits 1,033 1,109
Loans and advances 11,556 9,206
Trade debts 308 369
Other receivables 2,895 4710
Cash and bank balances 2,952 8,143

18,744 23,537
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Financial liabilities 2019 2018
Rupees in thousand
At amortised cost

Long term finances 238,521 73,740
Trade and other payables 345,678 270,095
Unclaimed dividends 2,431 2,431
Accrued interest / mark-up 33,407 15,326
Short term finances 929,483 726,128

1,549,520 1,087,720

37.2 Financial Risk Factors

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

Risk management is carried-out by the Company's finance department under policies
approved by the board of directors. The Company's finance department evaluates financial
risks based on principles for overall risk management as well as policies covering specific
areas, such as foreign exchange risk, interest rate risk, credit risk and investment of excess
liquidity, provided by the board of directors.

37.3 Market risk
Market risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market prices. Market risk comprises of three types of risks:
currency risk, interest rate risk and price risk.

(a) Currency risk
Foreign currency risk arises mainly where receivables and payables exist due to
transactions entered into in foreign currencies. The Company is exposed to currency risk on

import of raw materials, stores & spares and plant & machinery denominated in U.S. $, Euro
and JPY. The Company's exposure to foreign currency risk for U.S. $, Euro and JPY is as

follows:
2019 Rupees U.s.$ Euro JPY
Funded: e in thousand ----==-=-semeunenne
Bills payable - total exposure 71,232 351 72 0
2018
Funded:
Bills payable 140,449 1,161 0 0
Unfunded:
Outstanding letters of credit 189,144 897 443 15,700
Total exposure 329,593 2,058 443 15,700
The following exchange rates have been applied:
Average rate Reporting date rate

2019 2018 2019 2018
U.S. $ to Rupee 132.10 113.25 164.50 121.60
Euro to Rupee 186.99 130.43 187.00 141.57
JPY to Rupee - 1.03 - 1.10
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Sensitivity analysis

At June 30, 2019, if Rupee had strengthened by 10% against U.S.$ and Euro with all other
variables held constant, loss before taxation for the current and preceding years would have
been lower by the amount shown below mainly as a result of foreign exchange gains on
translation of foreign currency financial liabilities.

2019 2018
Effect on loss for the year: Rupees in thousand
U.S. $ to Rupee 5,774 14,118
Euro to Rupee 1,347 0

The weakening of Rupee against U.S. $ and Euro would have had an equal but opposite
impact on loss before taxation.

The sensitivity analysis prepared is not necessarily indicative of the effect on loss for the
year and liabilities of the Company.

(b) Interest rate risk
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument
will fluctuate because of change in market interest rates. At the reporting date, the interest
rate profile of the Company's interest bearing financial instruments is as follows:

2019 2018 2019 2018
Effective rate Carrying amount

Fixed rate instruments % % (Rupees in thousand)
Financial assets
Bank balances 4.50 to 10.25 2.40t02.76 2,701 663
Variable rate instruments
Financial liabilities
Long term finances 9.04 to 14.01 8.50 to 8.53 238,521 73,740
Short term finances 8.23 to 12.49 7.46to 8.41 929,483 726,128

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 reporting date would not
affect statement of profit or loss.

Cash flow sensitivity analysis for variable rate instruments

At June 30, 2019, if interest rate on variable rate financial liabilities had been 1% higher /
lower with all other variables held constant, loss before taxation for the year would have
been higher / lower by Rs.11.680 million (2018: Rs.7.999 million) mainly as a result of higher
/ lower interest expense on variable rate financial liabilities.

(c) Pricerisk
Price risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate as a result of changes in market prices (other than those arising from interest rate
risk or currency risk) whether those changes are caused by factors specific to the individual
financial instruments or its issuer or factors affecting all similar financial instruments traded
in the market. The Company is not exposed to any significant price risk.

37.4 Credit risk exposure and concentration of credit risk

Credit risk represents the risk of a loss if the counter party fails to discharge its obligation
and cause the other party to incur a financial loss. The Company attempts to control credit
risk by monitoring credit exposures, limiting transactions with specific counterparties and
continually assessing the credit worthiness of counterparties.
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Concentrations of credit risk arise when a number of counterparties are engaged in similar
business activities or have similar economic features that would cause their abilities to meet
contractual obligations to be similarly affected by changes in economic, political or other
conditions. Concentrations of credit risk indicate the relative sensitivity of the Company's
performance to developments affecting a particular industry.

Credit risk primarily arises from trade debts and balances with banks. To manage exposure
to credit risk in respect of trade debts, management performs credit reviews taking into
account the customer's financial position, past experience and other relevant factors. Where
considered necessary, advance payments are obtained from certain parties. Credit risk on
bank balances is limited as the counter parties are banks with reasonably high credit ratings.

Exposure to credit risk

The maximum exposure to credit risk as at June 30, 2019 along with comparative is
tabulated below:

2019 2018
(Rupees in thousand)
Security deposits 1,033 1,109
Trade debts 308 369
Other receivables 2,895 4,710
Bank balances 2,952 8,085
7,188 14,273

Trade debts are due from local customers for local sales. All the trade debts are unsecured
and considered good. Management assesses the credit quality of local customers taking
into account their financial position, past experience and other factors. For bank balances,
financial institutions with strong credit ratings are accepted. Credit risk on bank balances is
limited as these are placed with banks having good credit ratings.

The Company always measures the loss allowance for trade debts at an amount equal to
lifetime ECL using the simplified approach. The expected credit losses on local trade debts
are estimated using a provision matrix by reference to past default experience of the debtor
and an analysis of the debtor’s current financial position, adjusted for factors that are
specific to the debtors, general economic conditions of the industry in which the debtors
operate and an assessment of both the current as well as the forecast direction of conditions
at the reporting date. The Company has recognised a loss allowance of Rs.2.290 million
against all local trade debts.

37.5 Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as
they fall due. The Company's approach is to ensure, as far as possible, to always have
sufficient liquidity to meet its liabilities when due. Prudent liquidity risk management implies
maintaining sufficient cash and marketable securities and ensuring the availability of
adequate credit facilities. The Company's treasury department aims at maintaining flexibility
in funding by keeping committed credit lines available.
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Financial liabilities in accordance with their contractual maturities are presented below:

Particulars Carrying Contractual |Less than 1|Between 1 to
amount cash flows year 5years
---------------- Rupees in thousand ---===s=s=zun-
2019
Long term finances 238,521 337,621 111,609 226,012
Trade and other payables 345,678 345,678 345,678 0
Unclaimed dividends 2,431 2,431 2,431 0
Accrued interest / mark-up 33,407 33,407 33,407 0
Short term finances 929,483 973,928 973,928 0
1,549,520 1,693,065 1,467,053 226,012
2018
Long term finances 73,740 91,088 11,126 79,962
Trade and other payables 270,095 270,095 270,095 0
Unclaimed dividends 2,431 2,431 2,431 0
Accrued interest / mark-up 15,326 15,326 15,326 0
Short term finances 726,128 749,024 749,024 0
1,087,720 1,127,964 1,048,002 79,962

The contractual cash flows relating to the above financial liabilities have been determined on
the basis of interest / mark-up rates effective at the respective year-ends. The rates of
interest / mark-up have been disclosed in the respective notes to these financial statements.

38. MEASUREMENT OF FAIR VALUES

The management, during the financial year ended June 30, 2016, has engaged an
independent external Valuer to carry out valuation of its freehold land, buildings on freehold
land, owned and leased plant & machinery and generators. Selection criteria included
market knowledge, reputation, independence and whether professional standards were
maintained. When measuring the fair value of an asset, the Company uses valuation
techniques that are appropriate in the circumstances and uses observable market data as
far as possible. Fair values are categorised into different levels in a fair value hierarchy
based on the inputs used in the valuation techniques as follows:

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

Level 2: Inputs other than quoted prices included in Level 1 that are observable for the
asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

Level 3: Inputs for the asset or liability that are not based on observable market data
(unobservable inputs).

If the inputs used to measure the fair value of an asset or liability fall into different levels of
the fair value hierarchy, then the fair value measurement is categorised in its entirety in the
same level of the fair value hierarchy as the lowest level input that is significant to the entire
measurement.

For assets and liabilities that are recognised in the financial statements at fair value on a
recurring basis, the management recognises transfers between levels of the fair value
hierarchy at the end of the reporting period during which the change has occurred. There
were no transfers between different levels of fair values mentioned above.
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39. REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES

Particulars Chief Executive Director Executives
2019 | 2018 2019 | 2018 2019 | 2018
Rupees in thousand

Managerial remuneration 12,212 6,522 5,419 2,700 15,662 12,209
Bonus / ex-gratia 434 434 222 222 847 598
Retirement benefits 900 440 425 225 1,236 816
Utilities 861 801 0 0 0 0
Insurance 6 6 4 2 1 6
Medical 41 34 138 17 1,143 528
Leave encashment 0 0 0 0 1,080 0

14,454 8,237 6,208 3,166 19,979 14,157
No. of persons 1 1 1 1 5 4

39.1 Chief executive, director and four (2018: three) of the executives have been provided with
the Company maintained cars and residential telephones.

39.2 The Company has provided rent free accommodation to two (2018: two) of its executives in
the mills' colony.

39.3 In addition to above, meeting fees of Rs.820 thousand (2018: Rs.840 thousand) were paid
to seven (2018: eight) non-working directors during the year.

40. TRANSACTIONS WITH RELATED PARTIES

40.1 The Company's shareholders vide a special resolution dated March 30, 2017 have
enhanced the previous approved limit of Rs.5.000 million to Rs.12.500 million on account of
transactions among Associated Companies of the Group, which fall under normal trade
transactions for sale and purchase of store and spare parts, purchase of raw materials and
certain other related transactions not falling within the preview of section 208 of the repealed
Companies Ordinance, 1984 (now section 199 of the Companies Act, 2017) or the
regulations made thereunder.

40.2 Maximum aggregate debit balance of Associated Companies at any month-end during the
year was Rs.15 thousand (2018: Rs.46 thousand).

40.3 The related parties of the Company mainly comprise of associated undertakings, its
directors and key management personnel. The Company in the normal course of business
caries-out transactions with various related parties. Remuneration of directors and key
management personnel are disclosed in note 39. There were no transactions with key
management personnel other than under the terms of employment. The transactions with
related parties are made at normal market prices.

Material transactions with Janana De Malucho Textile Mills Ltd. (an Associated Company on
the basis of common directorship) during the year were as follows:

2019 2018
Residential rent: (Rupees in thousand)
- paid 1,851 1,609
- received 48 0
Utilities recovered 25 60
Salaries & benefits - shared expenses charged 2,879 1,549
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41. CAPITAL RISK MANAGEMENT

The Company's prime objective when managing capital is to safeguard its ability to continue
as a going concern so that it can continue to provide returns for shareholders, benefits for
other stakeholders and to maintain a strong capital base to support the sustained
development of its business.

The Company manages its capital structure by monitoring return on net assets and makes
adjustments to it in the light of changes in economic conditions. In order to maintain or
adjust the capital structure, the Company may adjust the amount of dividends paid to
shareholders or issue new shares. The Company also monitors capital using a gearing ratio,
which is net debt, mark-up bearing long term finances and short term finances less cash
and bank balances. Capital signifies equity as shown in the statement of financial position
plus net debt. The gearing ratio as at June 30, 2019 and June 30, 2018 is as follows:

2019 2018
Rupees in thousand
Long term finances 238,521 73,740
Short term finances 929,483 726,128
Cash and bank balances (2,952) (8,143)
Net debt 1,165,052 791,725
Share capital 36,522 36,522
Share premium reserve 15,096 15,096
Revaluation surplus on property, plant and equipment 898,868 915,635
General reserve 88,000 88,000
Gain on remeasurement of forward
foreign exchange contracts 2,139 2,245
Unappropriated profit 280,886 302,936
Equity 1,321,511 1,360,434
Capital 2,486,563 2,152,159
Gearing ratio (Net debt / (Net debt + Equity)) 46.85% 36.79%

42. OPERATING SEGMENT

42.1 These financial statements have been prepared on the basis of single reportable segment.
42.2 Yarn sales represent 93.80% (2018: 96.41%) of the total sales of the Company.

42.3 All the Company's sales relate to customers in Pakistan.

42.4 All non-current assets of the Company as at June 30, 2019 are located in Pakistan.

42.5 Three (2018: six) of the Company's customers contributed towards 46.81% (2018: 70.89%)
of sales during the year aggregating Rs.982.520 million (2018: Rs.1,291.525 million).

43. NUMBER OF EMPLOYEES 2019 2018
------ Numbers ------
Number of employees as at June 30,
- permanent 1,045 1,040
- contractual 27 51
1,072 1,091
Average number of employees during the year
- permanent 1,069 1,104
- contractual 41 41
1,110 1,145
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44. CAPACITY AND PRODUCTION 2019 2018
Number of spindles installed 53,256 50,160
Number of rotors installed 400 400
Number of shifts worked for spindles 1,094 1,094
Number of shifts worked for rotors 1,094 1,094
Number of spindles / shifts worked 55,258,361 53,717,645
Number of rotors' shifts worked 313,300 220,363
Average count spun 57.87 58.86
Actual production on rotors Kgs 297,287 340,107
Actual production on spindles Kgs 3,788,413 3,513,986

441 |t is difficult to describe precisely the production capacity in textile industry since it fluctuates
widely depending on various factors such as count of yarn spun, spindles' speed, twist per
inch and raw materials used, etc. It also varies according to the pattern of production
adopted in a particular year.

45. RECONCILIATION OF MOVEMENT OF LIABILITIES TO CASH FLOWS
ARISING FROM FINANCING ACTIVITIES

Long Liabilities Accrued
term agams:t assets St_\ort term interest / Total
finances .subject to finances mark-up
finance lease
-------------------------- Rupees in thousand -------------=---n-=eee---
Balance as at June 30, 2017 0 13,824 561,030 8,792 583,646
Changes from financing activities
Finances obtained 73,740 0 0 0 73,740
Short term finances
obtained net of repayments 0 0 165,098 0 165,098
Repayment of lease finances 0 (13,824) 0 0] (13,824)
Finance cost paid 0 0 0 (37,359)|| (37,359)
73,740 (13,824) 165,098 (37,359) 187,655
Other changes
Mark-up / interest expense for the year 0 0 0 43,893 43,893
Balance as at June 30, 2018 73,740 0 726,128 15,326 815,194
Changes from financing activities
Finances obtained 173,365 0 0 0 173,365
Finances repaid (8,584) 0 0 0 (8,584)
Short term finances
obtained net of repayments 0 0 203,355 0 203,355
Finance cost paid 0 0 0 (95,913)|| (95,913)
164,781 0 203,355 (95,913) 272,223
Other changes
Mark-up / interest expense for the year 0 0 0 113,994 113,994
Balance as at June 30, 2019 238,521 0 929,483 33,407 1,201,411
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46. DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorised for issue on 28th October, 2019 by the board
of directors of the Company.

47. CORRESPONDING FIGURES

Corresponding figures have been re-arranged and re-classified, wherever necessary, for the
purpose of comparison. Material re-arrangements and re-classifications made in these
financial statements have been detailed in note 5.

e~ W/‘ S KR
Raza Kuli Khan Khattak Noor-un-Nabi (ACA, APA) Sikandar Kuli Khan Khattak
Chief Executive Chief Financial Officer Director




BABRI COTTON MILLS LTD.
FORM OF PROXY

I[/We
of being a member of Babri Cotton Mills Limited, holder of
Ordinary Shares as per Share Register Folio No. and/or CDC
Participant I.D. No. and Sub Account No. hereby
appoint of or failing him/her

of. member(s) of the Company as my/our
proxy in my/our absence to attend and vote for me/us and on my/our behalf
at the49th Annual General Meeting of the Company to be held on 23rd November,
2019 at 12:00 Noonat registered office of the company at Habibabad, Kohat
and at any adjournment thereof.

As witness my hand this................... dayof....cccooviiiiiiiniinis 2019
Witnesses:
Signature
1. Signature:
Name:
Address: Please

affix five rupees
revenue stamp

NIC or
Passport No:

2. Signature: Signature should agree with the
Name: specimen signature registered
Address: with the Company

NIC or
Passport No:

Note: Proxies in order to be effective must be received by the company not less
than 48 hours before the meeting. No person shall be appointed a proxy
who is not a member of the Company qualified to vote except that a
corporation being a member may appoint proxy as a person who is not a
member.

Individual CDC account holders and their proxies are each requested to
attach an attested photocopy of their National Identity Card or Passport
with this proxy form before submission to the Company. Corporate
entities shall submit attested photocopy of the Board of Directors’
Resolution/Power of Attorney containing specimen signature of the
nominee along with proxy form to the Company. The proxy shall
produce his/her original NIC or original passport at the time of the
meeting.
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