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PARAMOUNT SPINNING MILLS LIMITED

COMPANY INFORMATION

BOARD OF DIRECTORS , Mr. Muhammad Akhtar Mirza (Chairman)
Mr. Sohail Magsood (Chief Executive)
Mr.Muhammad Ashraf Khan
Mr.Abid Sattar
Mr. Iftikhar Ali
Mr. Muhammad Magbool Anjum
Mr.Hussain Ather

AUPIT COMMITTEE Mr.Hussain Ather (Chairman)
Mr. Muhammad Magbool Anjum
Mr. Muhammad Akhtar Mirza

HR & REMUNERATION COMMITTEE Mr. Iftikhar Ali (Chairman)
Mr.Abid Sattar
Mr. Muhammad Akhtar Mirza
CHIEF FINANCIAL OFFICER Mr. Nasir Mehmood
COMPANY SECRETARY Mr.Muhammad Junaid Akhtar
AUDITORS M/s Baker Tilly Mehmood Idrees Qamar
Chartered Accountants '
Lahore
LEGAL ADVISOR Akhtar Javed-Advocate

TAX CONSULTANT M/s. Sharif & Company-Advocate

SHARE REGISTRAR OFFICE M/s. Hameed Majeed Associates (Pvt) Ltd.
’ Karachi Chamber
Hasrat Mohani Road Karachi
Ph. 32424826, 32412754, Fax. 32424835

REGISTERED OFFICE 2nd Floor, Finlay House,
1.I. Chundrigar Road,
Karachi.

REGIONAL OFFICE 2nd Floor, Garden Heights,
g Aibak Block, New Garden Town,
Lahore.

MILLS S.1.T.E Kotri, Raiwind

WEB PRESENCE http://www.qulshan.com.pk/corporate/paramount.html
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PARAMOUNT SPINNING MILLS LIMITED

CORPORATE VISION / MISSION STATEMENT

Yision

We aim at transforming PSML into a complete textile unit to further

explore international market of very high value products. Our emphasis
would be on product and market diversification, value addition and cost
effectiveness. We intend to fully equip the Company to acquire

pioneering role in the economic development of the Country.

W

The Company should secure and provide a rewarding return on
investment to its shareholders and investors, quality products to its
customers, a secured and environment friendly place of work to its
employees and present itself as a reliable partner to all business
associates.
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PARAMOUNT SPINNING MILLS LIMITED

NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that Annual General Meeting of Paramount Spinning Mills Limited (the
“Company”’) will be held at 2" Floor Finlay House, I.I. Chundrigar Road, Karachi on Saturday 27
October, 2018 at 12:30 p.m, to transact the following business:

o

1- To confirm the minutes of the last Annual General Meeting of the Company.

2- To receive, consider and adopt the audited financial statements of the Company for the
financial year ended on June 30, 2018 together with Directors’ and Auditors’ Reports
thereon.

3- To appoint auditors of the company for the next financial year 2018-2019 and fix their
remuneration. The retiring Auditors M/s Baker Tilly Mehmood Idress Qamar, Chartered
Accountants, being eligible, have offered themselves for reappointment as Auditors of the
company.

4- To transact any other business with the permission of the Chairman.

By Order of the Board

: Muhammad Junaid Akhtar E

Lahore: Company Secretary ;
October 06, 2018 |
NOTES: v |

1- The share transfer books of the comEany will remain closed and no transfer of shares will be
accepted for registration from 20™ October, 2018 to 27™ October, 2018 (both days
inclusive).

2- A member entitled to attend and vote at the general meeting may appoint any other member
as proxy in writing to attend the meeting and vote on his/her behalf. Duly completed form(s)
of proxy must be deposited with the Company at the Registered Office of the Company not
later than 48 hours before the time fixed for the meeting.

3- CDC Account Holders are requested to bring with them their CNIC along with participant
L.D &their account number at the time of meeting in order to facilitate identification. In case
of corporate entity, a certified BOD resolution/ valid power of attorney with specimen
signature of the nominee be produced at the time of meeting.

4- Members are requested to notify immediately changes of their addresses (if any) to our
Shares Registrar M/s Hameed Majeed Associates (Pvt) Limited, Karachi Chamber, Hasrat
Mohani Road, Karachi. ’
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DIRECTOR’S REPORT TO SHAREHOLDERS

The Directors of your Company are pleased to place their report together with the Auditor’s Report and
audited Financial Statements of thc Company for the year ended June 30, 2018 at the Annual General
Meeting of Company.

. Overview

The year under review has also been proved difficult period. The on-going financial impediments have
obstructed the operations of the Company. The root cause for this obstruction had been non-availability
of working capital facilities which were blocked by the banks/financial institutions unilaterally, and
resultantly the Company could not purchase raw material to run the mills.

The debt amortization profile, higher interest cost and associated liquidity problems have forced the
Company to initiate restructuring of its debt obligations subject to reconciliation to discharge its
commitments to its lenders. The Company has initiated the debt restructuring process with the help of
the key lending financial institutions. In this regard leading law firm has been appointed as transaction
lawyer and restructuring plan/terms are in process of finalization and majority of financial msutunons
have agreed in principle to the restructuring/settlement process.

Opersting & Financial Performance

Operating indicators 2018 2017
(Rﬁpees) (Rupees)

Sales - -

Cost of Sales 56,449,598 45,036,665

Financial cost 58,319 757,185

Pretax Profit/ (Loss )

(48,940,171)

(53,632,814)

Provision for taxation

{(14,106,308)

(6,923,088)

Profit / (Loss) after taxation

(34,833,863)

(46,709,726)

Future Qutlook

The restructuring process is expected to be completed soon and this would result in better utilization of
production capacities. Once the ongoing reconciliation & restructuring process is completed, we would
be in better position to structure the way forward.

Auditors’ Observations

Auditors’ Observation regarding going concern, the Management has approached the banks/financial
institutions for speed up the process of negotiations and finalization of financial restructuring of its debts
and is confident that outcome will be positive. It is worth noting that restructuring process is at advance
stage and in this respect majority of the banks/financial institutions have agreed in principle. A Scheme
‘of Arrangement is in process of finalization with the creditors of the company which is being drafted by
the Transaction Lawyer and after its approval from Honorable Sindh High Court, a syndicated
restructuring agreement is proposed to be executed between the Company and respective creditors of the
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PARAMOUNT SPINNIN G MILLS LIMITED

company. According to restructuring draft terms zll ongoing litigations by or against the Company will
be withdrawn by the respective parties.

" The Management is making utmost efforts to recover from the present financial crises and has made its
best and maximum possible efforts to come out from the prevailing misfortunes. Reluctantly, the
Management has to retrench most of their manpower strength and has taken steps towards resource
conservations. The Management therefore is of the view that after restructuring of debts going concern
observation will be resolved.

~ Due to pending litigation in the High Court against the Company for recovery of amount, the Company
has not provided accrued mark-up in these accounts. Consequentiy banks/financial institutions have not
confirmed the amounts which are already disputed by the Company.

The Company is very hopeful that with reconciliation of amounts, release of security in post re-profiling
scenario, the financial health of the Company will be improved which will enable the Company to
operate smoothly. '

Due to financial crises the Company is not in a position to bear revaluation cost. However, the Company
timeto time carried in house technical valuation of fixed assets.

Corporate Governance

The Company has been complying with the rules & regulations of Securities and Exchange Commission
of Pakistan and has implemented better internal control policies with more rigorous checks and
balances.

Board meetings and attendance

" Four (4) meetings of the Board of Directors were held and attendance thereof by each director is as
follows: ‘

Name of Director No of meeting attended
Mr. Muhammad Akhtar Mirza 4

Mr. Sohail Magsood ‘

Mr. Iftikhar Ali

Mr. Muhammad Ashraf Khan
Mr. Muhammad Magbool Anjum
Mr. Abid Sattar

Mr. Hussain Ather

[N I L - S -\

Leaves of absence were granted to the members who could not attend the meetings.
" Audit Committee '

The Board of Directors of the Company in compliance with the Code of Corporate Governance has
established an Audit Committee. Four (4) meetings of the Audit Committee were held and attendance
thereof by each member is as follows:

Mr. Muhammad Magbool Anjum
Mr. Hussain Ather '
Mr. Muhammad Akhtar Mirza

ANNUAL REPORT 2018 | 09




PARAMOUNT SPINNING MILLS LIMITED

HR & Remuneration Committee

The Board «f Directors of the Company in compliance with the Code of Corporate Governance has also
established HR & Femuneration Committee. The names of its membere are grven  the Coempary
infoonation. ' '

Internat Asdit Fanction

The oo hes implementad 2 sound and ("u\&{n.

financia o compliance cofonly 1 carry on the b

internal control sysiern mcluding operational,
s of the Company in 2 cortrolled environmen:

ot

~

st manger to addross the "\-,a:i‘;.u%n S oDasg oo tives

Interrin! 0 fndings are reviewad by the Audit Commities, where necessary, sotion taken on the basis
of rec coronendatione contabs

M [

he mternal awid | repors.

.o

Corparstie Luvernance & Financial Reperting framework

As roanrd by the code of corporate governance, directors are pleased te report that:

» [l . prepared by the Management of ihe O ompary present tairly s troe
S s operations cash flows and chanpes w eguty.
R PRSI i i B S P . - P “ el ony |
[ 5oy ek b acg Dot o s Loreys cayve beon mamnneg
» SoUanrate sUoounhing By copstarsbe aneliod o eecsarstion o Beoss

gy and sood

sed on 2usonable and prudent sodgment.

maal acvonming stendacds. as applicable in Pakistan have been nHlowed in preparation

<t iraneial statements

. Do cstem of aemat contred s sound and has heen effoctively implemaiied and monitogesd

o T toard s satisfiad het there is pe concern as regard to going concern under the Code and o
dulsocxplained innow 3 o Financial Stlements

° 110 has been no materisl departure fror the best practices ef ¢ AIPOTELS FOVeTnance as detuiled
iny ihe Tisting regulations of the stock’ exchange. '

. Key aperating and financial data-for the last vix years is annexed.

. There are no statutory payments on account of taxces, duties, levies and charges which are
cutsianding as on June 30, 2018 except for those disclosed i the financial statements.

. Yooo-psterial changes zn'd commitments affecting the financ ial position of your Company have

red between the end of the financial year to which this Balance Sheet relates and the date of

the Directors’ Report, except for those disclosed in the financial statements.
Earmings/i.oss per Share

The Proti o (loss) per share of the Company for the period ended Junc 30, 2018 was Rs.(2.01) as
compared to the previous year re-stated of Rs (2.69).

Dividends

Due to circumstances discussed above the Board of Directors does not recommend dividend for the year
ended on huae 20, 2018.
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PARAMOUNT SPINNING MILLS LIMITED

Code of Conduct

The code of conduct has been developed and has been communicated and acknowledged by each
Director and Employee of the company.

Corporate Social Responsibility

The company is responsible corporate citizen and fully recognizes its responsibility towards community,
employees and environment.

Web presence

Annual and periodical financial statements of the Company are also available on the Company website
www.gulshan.com.pk for information of the sharcholders and others. ‘

Related Party Transactions

The transactions between the related parties were made at Arm’s Length prices determined in
~ accordance with the “comparable uncontrolled price method”. The Company has fully complied with the
“best practices on transfer pricing as contained in the listing regulations of stock exchange in Pakistan.

Trading in Company’s Shares

During the year under review the trading in shares of the Company by the Directors, Chict Executive
Officer, Chief Financial Officer, Company Secretary and their spouse and minor children iz Nil.

Statement on Value of Staff Retirement Benefit
As on June 30, 2018 deferred liability for gratuity is Rs. 834,762.
Auditors

Messrs.” Baker Tilly Mehmood Idrees Qamar , Chartered Accountants being eligible have offered
themselves for re-appointment. The Audit Committee has also recommended their appointment as
 External Auditors of the Company for the next financial year 2018-2019.

Pattern of Shareholding

The pattern of shéreholding as at June 30, 2018 including the information under the code of corporate of
governance is annexed.

Acknowledgement

The Board wishes to place on record its appreciation for the employees, members of management team
for their efforts, commitment and hard work.

On behalf of the Board

Lahore October 05, 2018 SOHAIL MAQSOOD
CHIEF EXECUTIVE
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PARAMOUNT SPINNING MILLS LIMITED

STATEMENT OF COMPLIANCE WITH THE LISTED COMPANIES
(CODE OF CORPORATE GOVERNANCE) REGULATIONS-2017

Year Ended June30, 2018

The company has complied with the requircments of listed Companies (Code of Corporate Governance)
Regulation-2017 (the regulations) in the following manner

1-

10.

The total number of directors is seven (including the Chief executive officer). The composition of the
board is as follow.
Category Names
Independent Director " | Mr. Hussain Ather
Executive Directors Mr. Sohail Magsood , Mr.Muhammad Ashraf Khan

Non-Executive Directors | Mr. Muhammad Akhtar Mirza , Mr. Abid Sattar, Mr. Iftikhar Ali ,
Mr.Hussain Ather , Mr.Muhammad Magbool Anjum

The directors have confirmed that none of them is serving as a dlrector in more than five listed
companies, including this Company

All the resident directors are registered as taxpayers (except 2 , under process of tax registration ) and
none of them has defaulted in payment of any loan to a banking company, a DFI or an NBFI or, being a
member of a stock exchange, has been declared as a defaulter by that stock exchange.

Casual vacancies occumng in the Board during the period under review were filled statutory penod given
in the code

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 procedures.

The Board 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.

All the powers of the Board have been duly exercised and decisions on material transactions including
appointment and determination of remuneration and term and conditions of employment of the chief
executive officer and executive and non-executive directors have been taken by the Board.

The meetings of the Board were presided over by the Chairman and, in his absence, by a director elected
by the Board for this purpose and the Board met at least once in every quarter. Written notices of the
Board meetings, along with agenda and working papers, were circulated at least seven days before the
meetings. The minutes of the meetings were appropriately recorded and circulated.

The Board has approved appointment of Chief Financial Officer, Company Secretary and Head of
Internal Audit, including their remuneration and terms and conditions of employment.

The directors’ report for this year has been prepared in compliance with the requirements of the CCG
and fully describes the salient matters required to be disclosed.

The financial statements of the company were duly endorsed by CEO and CFO before approval of the
board.
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PARAMOUNT SPINNING MILLS LIMITED

11.

12.

13.

14.

15.

16.

17.
18.

19.

The Board has formed an committees, comprising of members are given below.
A) Audit Committee

Mr.Hussain Ather : Chairman

- Mr.Muhammad Magbool Anjum Member

Mr.Muhammad Akhtar Mirza Member

B) HR & Remueration Committee

Mr Iftikhar Ali Chairman
Mr.Abid Sattar Member
Mr.Muhammad Akhtar Mirza Member

The term of reference of aforesaid committees have been formed, documented and adv1sed to the
committees for compliance. ‘

The frequency of the meetings (quarterly / half yearly / annually) ere as per following.

a)Audit Committee : Four Meeting were held during the financial year
with at least one meeting in each quarter.

b) HR & Remuneration Committee Fo{lr Meeting were held during the financial year.

The meetings of the audit committee were held at least once every quarter prior to appfoval_ of interim
and final results of the company and as required by the CCG. The terms of reference of the committee
have been formed and advised to the committee for compliance.

The board has formed an HR and Remuneration Committee. At present it comprises of three board
members of whom two are non-executive directors and chairman of the committee is a non-executive
director.

The Company will appoint female and second independent director as per CCG regulation-2017 within
the due course of time.

The board has set up an effective internal audit function.

The statutory auditors of the company have confirmed that they have been given a satisfactory rating
under the quality control review program of the ICAP, 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) guxdelmes on code of ethics as
adopted by the ICAP.

The statutory auditors or the persons associated with them have not been appointed to provide other
services except in accordance with the listing regulations and the. auditors have confirmed that they

~ have observed IFAC guidelines in this regard.

20.

We confirm that all other requirements of the regulations-2017 have been complied with.

On behalf of the board of Directors . V % W
: . l/\ )
So-inlail NJaqsood M. Akhtar erza

Chief Executive Officer Chairman
Lahore October 05, 2018
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PARAMOUNT SPINNING MILLS LIMITED

INDEPENDENT AUDITOR’S REVIEW REPORT TO THE MEMBER OF PARAMOUNT -
SPINNING MILLS LIMITED

Review Report on the Statement of Compliance contained in 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 Paramount Spinning,
Mills Limited for the year ended June 30, 2018 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 réport 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
consicer 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 Andit { civunittee, place before the Board of Directors for their review and approval, its related party transactions
and also epsure 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. '

Following, instances of non-compliance with the requirement(s) of the Regulations were observed which are not
stated in the Statement of Compliance:

1. The Company has not appointed any female director on its board.

2. The Company has appointed only one independent director.

3. During the year, no orientation courses were arranged for its directors {o apprise them of their duties and
responsibilities. The board has ensured arrangement of orientation courses for its directors by the end of
June 30, 2019. ) }

4. Nomination committee and risk management committee are not formed by the board.

5. The Company has not prepared, circulated and filed quarterly unaudited financial statements and half

yearly financial statements subject to a limited scope review as required by clauses (xviii and xix) of the
Code.

Based on our review, except for the above instance(s) of non-compliance, nothing has come to our attention which
causes us to believe that the Statement of Compliance does not apprnpriately reflect the Company's compliance,
in all material respects, with the Regulations as applicable to the Company for the year ended June 30, 2018.

BAKER TILLY MEHMOOD IDREES QAMAR, Lahore
Chartered Accountants Date: October 05, 2018
. Name of Engagement Partner: Bilal Ahmed Khan '
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PARAMOUNT SPINNING MILLS LIMITED

INDEPENDENT AUDITOR’S REPORT

To the members of Paramount Spinning Mills Limited
Report on the Audit of the Financial Statements.

Opinion

We have audited the annexed financial statements of Paramount Spinning Mills Limited {the
Company), which comprise the statement of financial position as at June 30, 2018, 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 of the purposes of the audit.

In our opinion and to the best of our information and according to the explanations given to us,
because of the significance of the matters discussed in basis for adverse opinion paragraph, 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 do not conform with the accounting and reporting standards as applicable in Pakistan and
do not give the information required by the Companies Act, 2017 (XIX of 2017), in the manner so
required and respectively do not give a true and fair view of the state of the Company’s affairs as at
June 30, 2018, and of the loss and other comprehensive loss, the changes in equity and its cash flows
for the year then ended.

Basis for Adverse 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
Auditor’s 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 that we have obtained is sufficient
and appropriate to provide a basis for our adverse opinion. '

a) as described in note 1.3 to the financial statements, the financial statements have been prepared
on going concern basis. The Company has accumulated loss of Rs. 3,428.43 million as at June 30,
2018, shareholder’s equity is negative by Rs. 1,869.48 million and as of that date the Company’s
current liabilities exceed its current assets by Rs. 3,181.23 million. The Company has closed its
operations due to working capital constraints indicating facing financial problems. Further,

+ various banks and financial instituticns have filed recovery suits against the Company as
detailed in note 29.1 to the financial statements and the ultimate outcome of these suits cannot
presently be determined because these matters are pending before various courts. These events
indicate a material uncertainty that may cast significant doubt on the Company’s ability to
continue as a going concern and therefore the Company may be unable to realize its assets and
discharge its liabilities in the normal course of business. The financial statements and notes
thereto do not disclose this fact. The management of the Company also did not provide us its
assessment of going concern assumption used in the preparation of the financial statements and
the future projections indicating the economic viability of the Company. In our opinion, the
going concern assumption used in the preparation of these financial statements is inappropriate.
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b) Certain litigations have been filed by / against the Company as disclosed in note 29.1 to these
financial statements. Management and the legal counsels of the Company in their respective
direct response to our confirmation requests have not provided us their assessment of the
potential outcome of these litigations. Accordingly, the Company has not provided for the
outcome of these litigations. The mark-up / interest on long-terin finances, lease finances and
short-term borrowings to the extent aggregating Rs. 1,100.640 million, including balance of Rs.
150.709 million for the current year, has not been accrued in these financial statements, thereby -
increasing shareholders” equity and current liabilities by Rs. 1,100.640 million, and reducing loss
for the current year by Rs. 150.315 million as fully detailed in note 26.3 to the financial
statements.

c) we have not received year end confirmations from banks and financial institutions in respect of
bank balances aggregating Rs. 6.601 million (note 16.1) and short-term borrowings aggregating
Rs. 1,727.308 million (note 27.6). No confirmations have been received in respect of lease
deposits (note 7), long-term finances from banking companies (note 21 and 28), liabilities against
assets subject to finance lease (note 22 and 28), payable against overdue letter of credit (note
25.2), and accrued mark-up / interest (note 26 and 13). Further, year-end bank statements from
various banks and financial institutions in respect of bank balances and short-term borrowings
were also not available. ‘

d) as discussed in note 5 and 19 to the accompanying financial statements, freehold and leasehold
land, buildings on freehold and leasehold land, plant and machinery, electric installation and
mills equipment are carried at revaluation model. The Company has not carried out revaluation
exercise of the said items of property, plant and equipment. Accordingly, we remained unable
to ascertain whether the carrying value of the items of property, plant and equipment and’
related surplus on revaluation of property, plant and equipment and disclosures thereof, is
sufficient in the financial statements.

e) Stock-in-trade aggregating Rs. 66.022 million has not been verified; and

f) We are unable to verify receivables against export rebate and duty drawbacks amounting to Rs.
83.072 million on account of exports made in previous years.

Key Audit Matter(s)

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 period. These matters were addressed in the
context of our audit of the financial statements as a whole, forming our opinion thereon, and we do
not provide a separate opinion on these matters. In addition to the matters described in the basis for
Adverse Opinion section, we have determined the following matters to be the key audit matters to
be communicated in our report.

Key audit matter How the matter was addressed in our audit.

1. Valuation of trade debts Our audit procedure to assess the valuation
of trade debts amongst others, include the
Refer to note 10 to the financial statements and | following:

accounting policy in note 4.7 to the financial
statements. — Obtaining an understanding of the
management’s basis for the
determination of the provision required
at the year end and the receivables
collection process.

The company has significant balance of trade debts.
Provision against doubtful trade debts is based on
management judgment to determine the
appropriate level of provision against balances
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which may not ultimately be recovered.

We identified recoverability of trade debts as a key
audit matter as it involves significant management
judgment in. determining the recoverable amount of
“trade debits. ‘

On sample basis, closing balances
confirmed by  circularization  of
confirmation and compared the

responses received with balances as per
clients’ record.

For a sample trade debts, tested the
adequacy of the provision for the
doubtful debts recorded against the trade
debts while taking into account the
ageing of receivables at year ehd and
cash receivable after year end as well as
assessing the judgment made by the
management in relation to the credit
worthiness of the debtors.

Testing the accuracy of the data on
sample basis extracted from the
Company accounting systems which is
used to calculate the ageing of trade
receivables; and

Assessing the historical accuracy of
provisions for doubtful debts recorded
by examining the utilization or release of
previously recorded provisions.

2. Change in accounting policy as a result of
changes in the Companies Act, 2017.

As referred to in note 4.1 to the accompanying
financial statements, the Companies Act, 2017 (the
Act) became applicable for the first time for the
preparation of the Company’s annual financial
statements for the year ended June 30, 2018.

Due to the above, the Company has changed its
accounting policy to account for surplus on
revaluation of plant and machinery (refer note 5)
with retrospective effect. Previously, surplus on
revaluation was presented in the financial
statements below the equity and change in surplus
was taken directly to equity. Due to change in
accounting policy, surplus on revaluation will be
part of the equity and revaluation changes will be
' taken through other comprehensive income.

The impact of said change in accounting policy has
| been disclosed in note 4.1 to the accompanying
financial statements.

Our audit procedures include the following:

We assessed the procedures applied by
the management for identification of
changes required in the financial
statements due to the application of the
Act. We considered the adequacy and
appropriateness of the additional
disclosures and changes to the previous
disclosures based on the new
requirements;

Re-performed the calculations based on
the working and valuation reports of the
respective year to ensure that values of
plant and machinery, and surplus on
revaluation of plant and machinery have
been properly restated in the financial
statements; and
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We have considered the above as a key audit matter
due to the significant amount of surplus on
revaluation of plant and machinery, requirements to
apply changes retrospectively in compliance with
IAS 8 - Accounting Policies and Changes in
Accounting Estimates and Errors, and involvement

of expert for valuation of plant and machinery by

management.

— In respect of the change in accounting
policy for the accounting and
presentation of revaluation surplus as
referred to in note 4.1, 5 and 19 to the
accompanying financial statements; we
assessed the accounting implications and
disclosures in the financial statements in
accordance  with  the  applicable
accounting and reporting standards.

3. ‘Current and deferred tax

As discussed in note 4.13, 24 and 35 to the
accompanying financial statements, the Company
has recorded reversal of temporary difference that

resulted in reduction of tax expense amounting to
Rs. 14.106 million. '

-We considered the above matters to be a key audit |

matter due to the judgments and estimates inherent
in the calculation of tax expense.

Our audit procedures included the
followings:

— Developed an undérstanding of
management process for calculating tax
expense;

— Assessed the extent to which provisions
are supported by underlying
circumstances and determined that they
are being made on basis consistent with
previous years;

~ Assessed the  appropriateness of
provisions recorded in the financial
statements by using our specialists tax
knowledge and reviewing the latest tax
returns filed by the Company;

— Critically analyzed and challenged the
assumptions used by the management in
calculating tax expense; and

~ Ensured that the tax calculated is in
accordance with the requirements of IAS
12 and the Income Tax Ordinance, 2001.

4. Preparation of financial statements under the
Companies Act, 2017

The Companies Act, 2017 (the Act) became
applicable for the first time for the preparation of
the Company’s annual financial statements for the
year ended June 30, 2018.

The Act forms an integral part of the statutory
financial reporting framework as applicable to the
Company and amongst others, prescribe the nature

“and contents of disclosures in relation to various

elements of the financial statements.

Our procedures included, but were not
limited to:

—  We assessed the procedures applied by
the management for identification of the
changes required in the financial
statements due to the application of the
Act.

— We considered the adequacy and
appropriateness of the additional
disclosures and changes to the previous
disclosures based on the new
requirements.
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In case of the Company, specific additional |- We verified on test basis the supporting
disclosures and changes to the existing disclosures evidences for the additional disclosures
have been included in the financial statements. and ensured appropriateness of the

. disclosures made.
The above changes and enhancements in the

financial statements or considered important and
key audit matter because of the vclume and
significance of the changes in the financial
statements resulting from the transition to the new
reporting requirements under the Act.

For further information, refer to note 3.1 to the
financial statements.

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 financjal statements, our responsibility is to read the other
informaticn and, in doing so, consider whether the other information is materially inconsistent with
the financial staterments 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 requirements
of Companies Act, 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 relating to going concern
and using the going concern basis of accounting unless management either intends to hquldate the
Company or to cease operations, or has no realistic alternative but to do so.

Board of directors are responsible for overseeing the Company’s financial reporting process.
Auditor’s 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 auditor’s 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:
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e Identify and assess the risks of material misstatement of the fmanc1a1 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 expressmg :
an opinion on the effectiveness of the Company’s internal control.

e Evaluate the appropriateness of accoun_ting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

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 in 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 auditor’s 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 up to the date of our auditor’s report. However,
future events or conditions may cause the Company to cease to continue as a going concern.

s 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, mcludmg any significant deficiencies in
internal control that we identify in 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 and are therefore the key
audit matters. We describe these matters in our auditor’s 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 reasonable be expected to outweigh the public interest benefits of such communications.

Report on Other Legal and Regulatory Requirements

Based on our audit, we further report that in our opinion:

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

b) because of the matters descrlbed in Basis for Adverse Opinion section, 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 not been drawn-up in conformity with the Companies Act, 2017, and
however, the same are in agreement with the books of accounts and returns;

¢) 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 (VIII of
1980).

The engagement partner on the audit resulting in this mdependent audltox’ s report is Bilal Ahmed Khan.

BAKER TILLY MEHMOOD IDREES QAMAR, k Lahore
Chartered Accountants Date: October 05, 2018
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STATEMENT OF FINANCIAL POSITION

PARAMOUNT SPINNING MILLS LIMITED :

AS AT JUNE 30, 2018 2018 2017 2016
Restated Restated
Note Rupees Rupees Rupees
ASSETS
Non-current assets
Property, plant and equipment 5 1,627,665,102 1,659,648,417 1,692,439,487
Long-term investments 6 ‘ - - -
Long-term deposits 7 3,534,361 3,534,361 3,534.361
1,631,199,463 ©  1,663,182,778 1,695,973,848
Current assets v ‘
Stores, spare parts and loose tools 8 6,293,191 8,390,921 10,488,652
Stock-in-trade 9 66,021,649 88,028,866 93,358,615
Trade debts 10 8,997,093 17,355,889 12,382,110
Loans and advances 11 14,568,885 14,090,609 14,001,274
Deposits and prepayments 12 3,543,198 3,543,198 3,543,198
Accrued mark-up / interest 13 689,018 689,018 689,017
Short-term investment 14 - - -
Other receivables 15 99,123,615 103,956,009 105,023,551
Bank balances 16 6,820,362 9,434,041 9,496,261
206,057,011 245,488,551 248,982,678
Total assets 1,837,256,474 1,908,671,330 1,944,956,526
EQUITY AND LIABILITIES
Share capital and reserves
Share capital 17 173,523,290 173,523,290 173,523,290
Reserves 18 475,400,600 475,400,000 475,400,000
Accumulated loss (3,428,432,003) (3,403,410,038) (3,366,622,058)
Surplus on revaluation of operating fixed assets 19 910,028,166 919,840,064 929,761,809
(1,869,480,547)  (1,834,646,684)  (1,787,936,959)
Sub-ordinated loan 20 175,000,000 175,000,000 175,000,000
Non-current liabilities '
Long-term financing 21 - - 142,020,639
Liabilities against assets subject to finance lease 22 - - -
Staff retirement benefits - gratuity 23 834,762 998,259 3,686,026
Deferred taxation 24 143,611,962 157,718,270 164,641,358
144,446,724 158,716,529 310,348,023
Current liabilities
Trade and other payables 25 810,616,027 820,342,658 849,607,998
Accrued mark-up / interest 26 35,697,565 36,302,787 36,295,422
Short-term borrowings 27 2,146,136,892 .2,157,391,227 2,104,967,867
Current maturity of non-current liabilities 28 394,839,813 395,564,813 256,674,174
3,387,290,297 3,409,601,485 3,247,545,462
Contingencies and commitments 29 - - -
Total equity and liabilities 1,837,256,474 1,908,671,330 1,944,956,526
The annexed notes 1 to 46 form an integral part of these iénﬁc‘:ial statements. ( 4{/\ —
7 : M / /2 ,
Sohail Magsood Nasir ood Aklitar Mifza
Chief Executive Chief Financial Officer Director
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STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED JUNE 30, 2018

Sales
Cost of sales

Gross loss

Administrative expenses
Other operating income

Loss from operations
Finance cost

Loss before taxation
Taxation

Loss after taxation

Loss per share - basic and diluted

PARAMOUNT SPINNING MILLS LIMITED

Note

30
31

32
33

35

36

2018 2017
Rupees Rupees

(56,449,598) (45,036,665)
(56,449,598) (45,036,665)
(2,811,541) (17,931,906)

10,379,287 10,092,942
7,567,746 (7,838,964)
(48,881,852) (52,875,629)
(58,319) (757,185)
(48,940,171) (53,632,814)

14,106,308 6,923,088
(34,833,863) _(46,709,726)

(2.01) | (2.69)

The annexed notes 1 to 46 form an integral part of these financial statements.

A m b
Sohail Magsood . Nasir Mahmood
Chief Executive Chief Financial Officer

el

Akhtar Mirza

Director

26 | ANNUAL REPORT 2018




PARAMOUNT SPINNING MILLS LIMITED

STATEMENT OF OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2018

2018 2017
, Rupees Rupees
Loss after taxation (34,833,863) (46,709,726)
Other comprehensive income - -
Total comprehensive loss for the year ' (34,833,863) (46,709,726)

The annexed notes 1 to 46 form an integral part of these financial statements.

—%‘L«uwl 1 | O; 0

Sohail Maqsdod . Nasir Manmood
Chief Executive Chief Financial Officer

—~pelds"

AkNtar Mirza

Director
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- PARAMOUNT SPINNING MILLS LIMITED

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2018

CASH FLOWS FROM OPERATING ACTIVITIES
Cash generated from/(used in) operations

Finance cost paid

Interest received

Income tax paid

Staff retirement benefits - gratuity paid

Net cash from / (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from disposal of property palnt and equipment
Net cash from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
(Payments)/receipts against:

Long-term finances - net
Short-term borrowings - net

Net cash (used in) / from financing activities

Net decrease in cash and cash equivalents during the year

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

" Note

37

16

2018 2017
Rupees Rupees
11,396,189 (46,936,271)
(663,541) (749,819)
14,092 52,941
(10,674) (27,415)
(2,913,011) (1,695,015)
7,823,055 (49,355,579)
1,542,602 -
1,542,602 -
(725,000) (3,130,000)
(11,254,337) 52,423,360-
(11,979,337) 49,293,360
(2,613,680) (62,220)
9,434,041 9,496,261
6,820,362 9,434,041

The annexed notes 1 to 46 form an integral part of these financial statements.

)

A-M /(4
Sohail Magsood Nasir Mahmood
Chief Executive Chief Financial Officer
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PARAMOUNT SPINNING MILLS LIMiTED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2018

Reserves ) Capital reserve
Share Accumulated .
capital Sha.re General loss Bevaluahon Total
premium reserve surplus
(Rupees)
Balance as at July 1, 2016 - as .
previusly reported 173,523,290 15,400,000 460,000,000 - (3,366,622,058) - (2,717,698,768)
Effect of change in accounting policy - - - - 929,761,809 929,761,809
Balance as at July 1, 2016 - restated 173,523,290 15,400,000 460,000,000  (3,366,622,058) 929,761,809  (1,787,936,959)
Loss for the year - - . - (46,709,726) - (46,709,726)
Surplus on revaluation of
operating fixed assets realised
on account of incremental
depreciation for the year - - - 9,921,746 9,921,746) -
Balance as at June 30, 2017 -restated 173,523,290 15,400,000 460,000,000 (3,403,410,038) 919,840,064  (1,834,646,684)
Loss for the year - - - (34,833,863) - (34,833,863) -

Surplus on revaluation of
operating fixed assets realised
on account of incremental
depreciation for the year - - 4 - 9,811,898 (9.811,898) -

Balance as at June 30, 2018 173,523,290 15,400,000 460,000,000  (3,428,432,003) 910,028,166  (1,869,480,547)

The annexed notes 1 to 46 form an integral part of these financial statements.

Sleid e7e7 g
Sohail Maqgsood Nasir Mahmood Akhtar Mirza

Chief Executive Chief Financial Officer Director
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PARAMOUNT SPINNING MILLS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2018

1 LEGAL STATUS AND OPERATIONS

1.1 Paramount Spinning Mills Limited ("the Company") was incorporated as a public limited company
on August 22, 1981, and its shares are listed on Karachi and Lahore Stock Exchanges {now Pakistan
Stock Exchange Limited). The registered office is located at Finlay House, I. I. Chundrigar Road,
Karachi. The manufacturing facilities of the Company are located at Kotri and Raiwind. The
Company is principally engaged in progressive manufacture and sales of cotton yarn, garments and
yarn dyeing.

12 The Board of Directors of the Company in jts meeting held on April 05, 2011, approved the scheme

of merger by amalgamation of Gulistan Spinning Mills Limited and Gulshan Spinning Mills Limited
into Paramount Spinning Mills Limited along-with the approval of share swap ratio in relation
thereto. The Company on orders of the Honourable High Court of Sindh called Extra Ordinary
General Meeting on August 01, 2011 in which the said scheme was approved by shareholders of the
Company. The Company filed an application for withdrawal of merger petition. The Honourable
High Court of Sindh vide order dated December 21, 2017, dismissed the merger petition as
withdrawn on the application filed by the Company.

1.3 Going concern assumption

The Company has accumulated loss of Rs. 3,428.432 million as at June 30, 2018 and as at that date its
current liabilities exceeded its current assets by Rs. 3,181.23 million. This is mainly due to under
utilisation of capacity because of insufficiency of working capital lines. All the working capital lines
and other finances have been blocked by respective banks and financial institutions due to litigations
with these lenders as detailed in note 29.1.1 to the financial statements. These conditions along with
other adverse key financial ratios and the pending litigations with the banking companies and
financial institutions render the company unable to operate its manufacturing facilities in normal
manners. This indicates existence of material uncertainty, which may cast significant doubt about the
Company's ability to continue as a going concern. These financial statements, however, have been
prepared under the going concern assumption due to following reasons:

(i) Restructuring /frescheduling of existing debt /loan facilities availed by the Company

The Company along with its restructuring agent (a leading bank) and a few other lending
banks, had proposed an indicative term sheet to its lending financial institutions on June 28,
2013 in order to restructure the outstanding debt obligations of the Company. The proposed
term sheet is still in the process of finalization. Once finalized, it will be signed by all parties
and legal documentation will be executed to restructure outstanding debts of the Company.
Salient features of this indicative term sheet are as follows:

- the existing facilities will be restructured and consolidated into a long-term finance
facility and aggregate principal outstanding will be repaid over 8 years. The
sponsors will inject equity amounting Rs. 250.00 million within one year of the
effective date of debt restructuring through sale of various assets. Balance of the
outstanding facility amount wili be repaid in instalments over a period ot 8 years
on quarterly basis as per the agreed repayment schedule; '

- total accrued and outstanding mark-up due/payable till June 30, 2018, by the
Company to its existing lenders will be repaid starting immediately after the expiry
of 8 years time period of principal repayment on quarterly basis over a 2 years
period (accrued mark-up period); and

- mark-up rate shall be 5.00% per annum for the first 2 years of repayment tenure,
however, a mark-up of 0.50% per annum shall be paid by the Company during the
first year and mark-up at the rate of 1.00% will be paid in second year of the
repayment tenure.
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Whereas the remaining differential mark-up amount for these periods will be
accumulated and repaid on quarterly basis starting from second-year of the accrued
mark-up period. For the remaining 6 years of the restructured facility, mark-up
shall be charged and repaid on quartexlv basis at the rate of 5.00% per annum.
(i) the rmanagement has made arrangements whereby third party cotton is being
processed against processing fee for utilisation of unutilised capacity.

(iii) the management has also undertaken adequate steps towards the reduction of fixcd cost
and expenses. Such steps include, but not limited to, right sizing of the man power, resource -
conservation, close monitoring of other fixed cost etcetera.

The indicative terms sheet as referred above, has not been agreed upon to date, by majority of the
- lending financial institutions. Despite this, the management optimistically anticipates that in future
all lending institutions would agree the proposed terms, hence, this proposed restructuring along
with the above-mentioned steps will not only bring the Company out of the existing financial crisis,
but also contribute significantly towards the profitability of the Company in the foreseeable future.
Therefore, these financial statements do not include any adjustment that mlght result, should the
Company not being able to continue as a going concern. :

2  BASIS OF PREPARATION
21 | Statement of compliance

These financial statements have been prepared in accordance with approved accounting standards as
applicable in Pakistan. Approved accounting standards comprise of such International Financial
Reporting Standards (IFRS's) issued by the International Accounting Standards Board (IASB) as are
notified under the Companies Act, 2017, provisions of and directives issued under the Companies
Act, 2017. In case requirements dlffel, the provisions or directives of the Companies Act, 2017 shall
prevail.

-

22 Basis of measurement

These financial statements have been prepared under the historical cost convention, except for
certain classes of property, plant and equipment which have been included at revalued/ recoverable
amounts, certain financial assets which are carried at fair values and staff retirement benefits which
has been recognised at present value as determined by the management.

23 Functional and presentation currency

These financial statements are presented in Pak Rupees, which is the Company's functional currency.
- All financial information presented in Pak Rupee has been rounded—off to the nearest Rupee except
stated otherwise.

24 Significant accounting estimates and judgments

The preparation of financial statements in conformity wuh the approved accounting standards

requires the use of certain critical accounting estimates. It also requires the management to exercise

its judgement in the process of applying the Company’s accounting policies. Estimates and

judgements 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 areas where various assumptibns and estimates are significant to the Company’s financial
- statements or where judgements were exercised in application of accounting policies are as follows:

0] Estimate of useful lives, residual values of property, plant and equipment and recoverable
values to account for impairment loss.(note 5)

(ii) Net realisable values of stores, spares and loose tools and stock-in-trade.(note 8 and 9)

(it} Provision for impairment of trade debts.(note 10)

{iv) Provision for staff retirement benefit - gratuity.(note 23)

) Provision for taxation.(note 35)

3 STANDARDS, INTERPRETATIONS AND AMENDMENTS ADOPTED DURING THE YEAR

The following amendments to existing standards have been published that are applicable to the Company's
financial statemnents covering annual periods, beginning on or after the following dates:
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3.1 New accounting standards / amendments and IFRS interpretations that are effective for the year
ended June 30, 2018,

The following standards, amendments and interpretations are effective for the year ended June 30,
2018. These standards, interpretations and the amendments are either not relevant to the Company's
operations or are not expected to have significant impact on the Company's financial statements
other than certain additionai disclosures.

Amendments to IAS 7 'Statement of Cash Flows' Effective from  accounting  period
- Amendments as a result of the disclosure beginning on or after January 01, 2017.
initiative.

Amendments to IAS 12 'Income Taxes' - Effective  from  accounting  period
Recognition of deferred tax assets for unrealised beginning on or after January 01, 2017.
losses.

Certain annual improvements have also been made to a number of IFRSs.

The Companies Act, 2017, (the Act) has also brought certain changes with regard to preparation and
presentation of annual and interim financial statements of the Company. These changes also include
change in respect of recognition criteria of surplus on revaluation of Property, Plant and Equipment.
Further, the disclosure requirements contained in the Fourth Schedule to the Act have been revised,
resulting in the:

- elimination of duplicative disclosures with the IFRS disclosure requirements; and
- incorporation of significant additional disclosures.

3.2 New accounting standards / amendments and IFRS interpretations that are not yet effective

The following standards, amendments and interpretations are only effective for accounting periods,
beginning on or after the date mentioned against each of them. These standards, interpretations and
the amendments are either not relevant to the Company's operations or are not expected to have
significant impact on the Company's financial statements other than certain additional disclosures.

Amendments to IFRS 2 - Share-based Payment - Effective from accounting  period
Clarification on the classification and beginning on or after January 01, 2018.
measurement  of share-based payment

transactions.

IFRS 4 'Insurance Contracts'. Amendments An entity choosing to apply the overlay
regarding the interaction of IFRS 4 and IFRS 9. approach retrospectively to qualifying
financial assets does so when it first
applies IFRS 9. An entity choosing to apply
the deferral approach does so for annual
periods beginning on or after January 01,

2018.

IFRS 9 'Financial Instruments' - This standard Effective  from  accounting  period
will supersede IAS 39 'Financial Instruments: beginning on or after July 01, 2018.
Recognition and Measurement' upon its
effective date. ’ '
Amendments to IFRS 9 'Financial Instruments' - Effective from accounting  period
Amendments regarding prepayment features ~  beginning on or after January 01, 2019.
with negative compensation and modifications

" of financial liabilities.
IFRS 15 'Revenue' - This standard will ffecti . .
supersede TAS 18, IAS 11, IFRIC 13, 15 and 18~ Litective  from = accounting  period
and SIC 31 upon its effective date. beginning on or after July 01, 2018.
IFRS 16 'Leases' - This standard will supersede Effective from accounting  period
IAS 17 'Leases' upon its effective date. beginning on or after January 01, 2019.
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Amendments to IAS 19 'Employee Benefits' -
Amendments regarding plan amendments,
curtailments or settlements.

Amendments to IAS 28 ‘'Investments in
Associates and Joint Ventures'- Amendments
regarding long-term interest in associate or joint
venture that form part of the net investment in
the associate or joint venture but to which the
equity method is not applied.

. Amendments to IAS 40 'Investment Property -
Clarification on transfers of property to or from
investment property.

Amendments to IFRIC 22 'Foreign Currency
Transactions and Advance Consideration'

TSRIC 23 ‘'Uncertainty over Income Tax
Treatments': Clarifies the accounting treatment

Effective  from  accounting  period
beginning on or after January 01, 2019.

Effective  from  accounting  period
beginning on or after January 01, 2019.

Effective  from  accounting  period
beginning on or after January 01, 2018.
Earlier application is permitted.

Effective  from  accounting  period
beginning on or after January 01, 2018.
Earlier application is permitted.

Effective  from  accounting  period
beginning on or after January 01, 2019.

in relation to determination of taxable profit (tax
loss), tax bases, unused tax losses, unused tax
_credits and tax rates, when there is uncertainty
over income tax treatments under IAS 12
'Income Taxes'.

Other than the aforesaid standards, interpretations and amendments, the International Accounting
Standards Board (IASB) has also issued the following standards which have not been adopted
locally by the Securities and Exchange Commission of Pakistan:

- IFRS 1 First Time Adoption of International Financial Reportmg Standards
- IFRS 14 Regulatory Deferral accounts
- IFRS 17 Insurance Contracts

4 SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these financial statements are set out below.
Except for the changes as described in note 4.1 below, the accounting polices have been consistently applied
to all the years presented.

4.1 Change in accounting policy
The promulgation of the Companies Act, 2017 (the Act) has repealed the Companies Ordinance, 1984
(the Ordinance) and hence, Section 235 of the Ordinance relating to accounting treatment and
presentation of the surplus on revaluation of Property, Plant and Equipment has not been carried
forward in the Act. Consequently, in accordance with the requirements of the International Financial
Reporting Standards (IFRSs) - 1AS 16 "Property, Plant and Equipment", the said surplus on
revaluation of Property, Plant and Equipment would be presented under equity.

As a result of this change, increases in the carrying amounts arising on revaluation of Property, Plant
and Equipment to be recognised, net of tax, in other comprehensive income and in accumulated
reserves in shareholders’ equity. To the extent that the increase reverses a decrease previously
recognised in statement of profit or loss, the increase would first be recognised in profit or loss.
Decreases that reverse previous increases of the same asset would first be recognised in other
comprehensive income to the extent of the remaining surplus attributable to the asset, all other
decreases would be 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, would be reclassified from the revaluation surplus on Property, Plant
and Equipment to retained earnings.
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Surplus on revaluation of Property, Plant and Equipment would now form part of reserves and the
change in accounting policy has been accounted for retrospectively in accordance with the
requirements of 1AS 8 ‘Accounting Policies, Chang’es in Accounting Estimates and Errors’ and
comparative figures have been restated.

The effect of change in accounting policy is summarised below:

2017 2016
As previously

As previously

As restated Restatement As restated Restatement

stated - stated
Rupees
Effect on Statement of

Financial position
Surplus on revaluation of Property,

Plant and Equipment 919,840,064 - (919,840,064) 929,761,809 - (929,761,809)
Share capital and reserves - 919,840,004 919,840,064 - 929,761,809 929,761,809
Effect on Statement of

Changes in Equity
Capital reserve - 919,840,064 919,840,064 - 929,761,809 929,761,809

4.2 Property, plant and equipment

421 Owned .

Property, plant and equipment except for freehold land, leasehold land, buildings on
leasehold and freehold land, plant and machinery, electric installations, mill's equipment
and capital work-in-progress are stated at cost less accumulated depreciation and
impairment loss, if any. Freehold land is stated at revalued amount whereas leasehold land,
buildings on leasehold and freehold land, plant and machinery, electric installations and
mill's equipment are stated at revalued amounts less accumulated depreciation and
impairment loss, if any. Capital work-in-progress is stated at cost less impairment loss, if
any. All expenditures connected with specific assets incurred during installation and
construction period are carried under capital work-in-progress. These are transferred to
specific assets as and when assets are available for use.

Subsequent costs are included in the asset's carrying amounts or recognised as a separate
asset, as appropriate, only when it is probable that future benefits associated with the item
will flow to the Company and the cost of the item can be measured reliably. Normal repairs
and maintenance are charged to expenses as and when incurred.

Depreciation on assets is charged to income applying the reducing balance method at the
rates stated in note 5. Depreciation on additions is charged from the day in which an asset
becomes available for use, while on disposals depreciation is charged up to the day of
disposal. ' ’ '

The depreciation method and useful lives of items of property, plant and equipment are
reviewed at each reporting date and altered if circumstances or expectations have changed

significantly. Any change is accounted for as a change in accounting estimate by changing
the depreciation charge for the current and future years.

" I

. Gains or losses on disposal or retirement of fixed assets are determined as the difference
between the sale proceeds and the carrying amount of assets and are included in the profit
and loss account.

Increases in the carrying amounts arising on revaluation of Property, Plant and Equipment
to be recognised, net of tax, in other comprehensive income and in accumulated reserves in
shareholders’ equity. To the extent that the increase reverses a decrease previously
recognised in statement of profit or loss, the increase would first be recognised in profit or
loss. Decreases that reverse previous increases of the same asset would first be recognised in
other comprehensive income to the extent of the remaining surplus attributable to the asset,
all other decreases would be charged to profit or loss.

o |
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4.3

4.4

4.5

4.6

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, would be reclassified from the revaluation surplus on Property, Plant and Equipment to

VA

retained earnings. The above policy has changed as a result of adoption of Companies' Act,
2017, and its impact is discussed in detaii in note 4.1.

The Company assesses at each reporting date whether there is any indication that property,
plant and equipment may be impaired. If such indication exists, the carrying amounts of
such assets are reviewed to assess whether they are.recorded in excess of their recoverable
amount. Where carrying values exceed the respective recoverable amount. assets are wiitten
down to their recoverable amounts and the resulting impairment loss is taken to profit and
loss account except for impairment loss on revalued assets, which is adjusted against related
revaluation surplus to the extent that the impairment loss does not excced the surplus on
revaluation of that asset.

422  Assets subject to finance lease

These are stated at the lower of present value of minimum lease payments under the iease
agreements and the fair value of assets. The related obligation of leases is accounted for as
liability. Finance cost is allocated to accounting periods in a manner so as to provide a
constant periodic rate of finance cost on the remaining balance of principal lability for each
period. '

Depreciation is charged to income at the rates stated in note 5 applying reducing balance
method to write-off the carrying amount of the asset over its estimated remaining useful life
in view of certainty of ownership of assets at the end of lease period.

Finance cost and depreciation on leased assets are charged to income currently.

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 carrving
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 Joss of the
associated companies is recognised in the Company's profit or loss. Distributions received from the
associated companies reduce the carrying amounts of investments. Adjustments to the carrying
amounts are alsuv 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.

Where Company's share of losses of associated companies equals or exceeds its interest in the
associates, the Company discontinues recognising its share of further losses except to the extent that
Company has incurred legal or constructive obligation or has made payment on behalf of the
associates. If the associates subsequently report profits, the Company resumes recognising its share
of those profit only after its share of the profit equals the share of lesses not recognised.

Long-term deposits

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

Stores, spare parts and loose tools

Stores, spare parts and loose tools are stated at lower of cost and net realisable value. The cost of
inventory is based on weighted average cost less provision for obsolescence. ltems in-transit are
stated at cost comprising invoice value plus other charges thereon accumulated upto the reporting
date.

Stock-in-trade

Stock-in-trade is valued at lower of weighted average cost and net realisable value (NRV) except
waste, which is valued at NRV. 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. Cost of raw
materials, packing materials and components represent invoice values plus other charges paid
thereon. ‘
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Cost in relation to work-in-process and finished goods represents direct cost of raw materials, wages
and appropriate manufacturing overheads.

Goods in-transit are valued at cost comprising of invoice value plys other charges accumulated up to
the reporting date. ' -

4.7 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 provision for doubtful
debts. Carrying amounts of trade and other receivables are assessed at each reporting date and a
provision is made for doubtful receivables when collection of the amount is no longer probable.
Debts considered irrecoverable are written-off.

4.8 Short-term investments

Investments which are acquired principally for the purpose of selling in the near term exhibiting
short-term profit taking are classified as investments at fair value through profit or loss. All
transaction costs are recognised directly in profit and loss account. These are stated at fair value with
any resulting gains or losses recognised directly in the profit and loss account.

4.9 Cash and cash equivalents
Cash and cash equivalents are carried in the balance sheet at'cost. For the purpose of cash flow
statement, cash and cash equivalents comprise of cash-in-hand and balances with banks.

4.10 Interest /mark-up bearing loans and borrowings
Interest/mark-up bearing loans and borrowings are recorded at the proceeds recewed Finance
charges are accounted for on accrual basis.

411 Staff retirement benefit - gratuity

The Company operates an unfunded gratuity scheme covering all of its permanent employees who
have completed minimum qualification period for entitlement to gratuity. Provision is made on the
basis of actuarial valuation. The recent actuarial valuation was carried-out on June 30, 2014 using the
"Projected Unit Credit Method".

The amount arising as a result of re-measurements are recognised in the balance sheet immediately,
with a charge or credit to other comprehensive income in the periods in which they occur. Past-
service cost, if any, are recognised immediately in the profit and loss account.

4.12 Trade and other payables

Trade and other payables are stated at their 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.

4.13 Taxation

Income tax expense represents the sum of current tax payable, adjustments, if any, to provision for
tax made in previous years arising from assessments framed during the year for such years and
deferred tax.

Current

Provision for current year's taxation is based on taxable income for the year at the current rates of
taxation after taking into account tax credits and tax rebates available, if any, and taxes naid under
the presumptive tax regime.

Deferred

Deferred tax is recognised .using the balance sheet liability method on all temporary differences
between the carrying amounts of assets and liabilities for the financial reporting purposes and the
amounts used for taxation purposes.

Deferred tax asset is recognised for all the deductible temporary differences only to the extent that it
is probable that future taxable profits will be available against which the deductible temporary
differences, unused tax losses and tax credits can be utilised. Deferred tax asset is reduced to the
extent that it is no longer probable that the related tax benefit will be realized. Deferred tax liabilities
are recognised for all the taxable temporary differences.
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4.14

4.15

4.16

417

4.18

4.19

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the
period when the asset is realised or the liability is settled, based on the tax rates that have been
enacted or substantively enacted by the reporting date.

Provisions, contingent assets and contingent liabilities

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

Contingent assets are not recognised and are also not disclosed unless an inflow of economic
benefits is probable and contingent liabilities are not recognised and only disclosed unless the
probability of an outflow of resources embodying economic benefits is remote.

Financial assets and liabilities

Financial assets and financial liabilities are recognised at the time when the Company becomes a
party to the contractual provisions of the instrument and derecognised when the Company loses
control of contractual rights that comprise the financial assets and in the case of financial liabilities
when the obligation specified in the contract is discharged, cancelled or expired. Any gain or loss on
derecognition of financial assets and fman‘xal liabilities is included in the profit and loss account for
the year. :

Financial mstruments carried on the balance sheet includes deposits, trade debts, loans and
advances, accrued mark—up/ interest, short-term investments, other receivables, cash and bank
balances, long-term finances, liabilities against assets subject to finance lease, trade and other
payables, accrued mark-up/interest and short-term borrowings. All financial assets and liabilities
are initially measured at cost, which is the fair value of consideration given and received
respectively. These financial assets and liabilities are subsequently measured at fair value, amortised
cost or cost as the case may be. The particular recognition methods adopted are disclosed in the
individual policy statements associated with each item.

Off-setting of financial assets and liabilities

Financial assets and liabilities are offset and the net amount is reported in the balance sheet when
there is a legally enforceable right to offset the recognised amounts and there is an intention to settle
either on a net basis, or to realise the asset and settle the liability simultaneously.

Impairment loss

The carrying amounts of the Company's assets are reviewed at each reporting date to identify
circurnstances indicating occurrence of impairment loss or reversal of provisions for impairment
losses. If any indications exist, the recoverable amounts of such assets are estimated and impairment
losses or reversals of impairment losses are recognised in the profit and loss account and in case
revalued assets are tested for impairment, then impairment loss up to the extent of revaluation
surplus shall be recognised in revaluation surplus and remaining loss, if any shall be recognized in
profit and loss account. Reversal of impairment loss is restricted to the original cost of the asset.

Foreign currency translations

Iransactions in foreign currencies are translated into Pak Rupee, using the exchange rates prevailing
at the dates of the transactions. Monetary assets and liabilities denominated in foreign currencies are
translated into Pak Rupee at the exchange rates prevailing at the reporting date. All ansmg exchange
gains and losses are recognised in the profit and loss account.

Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the
Company and the amount of revenue can be measured reliably. Revenue is measured at the fair
value of consideration received or receivable on the following basis:

- Local sales are recognised on dispatch of goods to customers and export sales are recognised
on bill of lading date.

ANNUAL REPORT 2018 | 37




PARAMOUNT SPINNING MILLS LIMITED

- Intérest income is accrued on a time proportion basis, by reference to the principal
outstanding and at the interest rate applicable. '

- Dividend income from the investments is recognised, when the Company's right to receive
dividend has been established.

- Gain or loss on sale of investments is accounted for, when the commitment (trade date) for
sale is made.

4.20 Borrowing cost

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

4.21 Earnings per share

The Company presents basic and diluted earnings per share (EPS) data for its ordinary shares. Basic
EPS is calculated by dividing the profit or loss attributable to ordinary shareholders of the Company
by the weighted average number of ordinary shares outstanding during the year. '

4.22 Segment reporting

Operating segments are reported in a manner consistent with the internal reporting structure.
Management monitors the operating results of its business units separately for the purpose of
- making decisions regarding resource allocation and performance assessment.

4.23 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.

2018 2017
Note Rupees Rupees
5 PROPERTY, PLANT AND EQUIPMENT :
Operating fixed assets 5.1 1,627,665,102  1,659,648,417
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2018 2017
Note Rupees - Rupees
5.2 Depreciation charge has been allocated as follows; ,
Cost of goods manufactured ' | 30,557,718 31,306,680
Administrative expenses « ' 1,270,192 1,484,390
: 31,827,910 32,791,070

53  Leased assets include plant and machinery at net book value of Ks. 29.013 million (2017: Rs. 29.757
million), which have not been transferred to owned assets due to non-availability of relevant
documents. Lease liability in respect of these assets has been fully repaid but due to litigations with
financial institutions as detailed in note 29.1.1, lessors have not issued relevant supporting
documents for transfer of the ownership of these assets.

54  The Company has revalued its leasehold land, freehold land, buildings on leasehold and freehold
land, plant and machinery, electric installations and mill's equipment on June 30, 2012. Had the
property, plant and equipment been recognised under the cost model, the carrying amount of each
revalued class of property, plant and equipment would have been as follows:

2018 2017
Note Rupees Rupees

Owned

Leasehold land 1,406,085 1,428,403
Buildings on leasehold land 30,346,690 31,124,810
Freehold land 32,683,561 32,683,561
Buildings on freehold land . 90,263,972 92,578,433
Plant and machinery 383,723,080 - 393,562,133
Electric installations . 24,615,846 25,247,022
Mill's equipment , 15,635,092 16,035,992
Leased '

Plant and machinery - 69,142,769 70,915,661
Electric installations ' 456,965 468,682

648,274,060 664,044,697

6 LONG-TERM INVESTMENTS ' A
In Associated Companies
Quoted A
Gulistan Spinning Mills Limited 6.1 - -

6.1 Gulistan Spinning Mills Limited (GTSM)
* 202,777 (2017: 202,777) ordinary shares

of Rs 10 each - cost 2,346,250 2,346,250
Equity held 1.39% (2017: 1.39%)
Share of post acquisition losses ‘ (14,452,640) (14,452,640)
Share of item directly credited in the equity of '
associated company - 374,407 374,407
Share of sui'plus on revaluation of fixed assets 11,731,983 11,731,983

GTSM is an associated company of the Company based on common directorship. Still this
relationship holds. ‘

611 Summarised financial information of the investee company as at June 30, 2018 based on
unaudited financial statements is as follows: '
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2018 2017
‘ —— Rupees in '000 ——
Total assets 934,055 939,985
Total liabilities 2,036,502 2,028,008
Revenues - 11,700
Loss after taxation 31,821 32,773
The market value of investment as at June 30, 2018 was nil (2017: nil).
2018 2m7
N Note Rupees Rupees
’ 7 LONG-TERM DEPOSITS
Security deposits 3,534,361 3,534,361
" Lease deposits 3,543,198 2,543,198
' 7,077,559 7,077,559
Less: transferred to current assets
- deposits pertaining to over due portion
of lease liabilities {3,543,198) (3,543,198)
3,534,361 3,534,361
8 STORES, SPARE PARTS AND LOOSE TOOLS
Stores 2,445 851 2,445,851
Spare parts 12,363,746 12,363,746
Loose tools 174,190 174,190
14,983,787 14,983,787
Less: provision for obsolete stores {8,690,596) (6,592,866)
‘ 6,293,191 8,390,921
9 STOCK-IN-TRADE
Raw materials ) 9.1 83,030,035 99,490,847
Packing material ‘ 2,465,606 2,866,984
Finished goods 9.2 15,435,081 20,580,108
Waste 4,928,371 4,928,371
105,859,093 127,866,310
Less: provision for obsolete stocks (39,837,444) (39,837,444)
: ; 66,021,649 88,028,866
9.1 Raw materials include items costing Rs. 99.506 million (2017: Rs. 99.506 million) stated at their

9.2

9.3

replacement cost aggregating Rs. 49.382 million (2017: Rs. 65.843 million). The amount charged to
the profit and loss account for the year in respect of raw materials written down to their replacement
cost was Rs. 16.461 million (2017: Rs. nil).

Finished goods include items costing Rs. 43.558 million (2017: Rs. 43.558 million) stated at their net
realisable values aggregating Rs. 15.435 million (2017: Rs. 20.580 million). The amount charged to the
profit and loss account for the year in respect of stocks written down to their net realisable values is

" Rs. 5.145 million (2017: Rs. 4.928 million).

All of the current assets of the Company are under banks' charge as security of short-term
borrowings (note 27). The Company filed a global suit in the Lahore High Court against all banks /
financial institutions under section 9 of the Financial Institutions {Recovery of Finances) Ordinance,
2001. Further various banks and financial institutions have also filed suits before Banking Court,
High Court of Sindh and Lahore High Court for recovery of their financial liabilities through
attachment and sale of Company's hypothecated/ mortgaged /charged stocks and properties as fully
explained in note 29.1.1. -
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2018 2017
Note Rupees Rupees
TRADE DEBTS
Considered good
Local - unsecured 8,997,093 17,355,889
Considered doubtful 241,321,191 250,299,191
250,318,284 267,655,080
Provision for doubtful debts 10.1 {241,321,191) {250,299,191)
8,997,093 17,355,889

10.1

This includes Rs. 236.00 million as discounted foreign bills pertaining to previous years, receivable

from a foreign debtor and discounted by a comimercial bank outstanding at year end. The said

amount is considered doubtful by the Company at the year end. (note 27.1)

2018 2017
Note Rupees Rupees
Movement in provision for doubtful debts
Balance at beginning of the year 250,299,191 260,339,191
Less: reversal during the year (8,978,000) (10,040,000)
Balance at end of the year 241,321,191 250,299,191
LOANS AND ADVANCES - unsecured and
considered good
Advances to / against:
- non-executive staff 102,370 102,370 k
- suppliers 911,014 911,014
- epenses 11.1 1,717,201 1,249,599
2,730,585 2,262,983
Advance income tax 11,838,300 11,827,626
14,568,885 14,090,609
111 This includes advance to Culistan Spinning Mills Limited, a related company, receivable under
normal course of business.
2018 2017
, Note Rupees Rupees
SHORT-TERM DEPOSITS '
Current portion of lease deposits 7 3,543,198 3,543,198
ACCRUED MARK-UP/INTEREST
Mark-up / interest accrued on;
- term deposit receipts 411,128 411,128
- recelvable from banks 277,890 277,890
689,018 689,018

SHORT-TERM INVESTMENT
- At fair value through profit or loss
Gulistan Textile Mills Limited

- 1,648,740 (2017: 1,648,740) ordinary shares

of Rs. 10 each . . -

Equity held 8.68% (2017: 8.68%)

The market value of investment in Gulistan Textile Mills Limited (GTML) as at the vear end is not available
as trading in shares of the investee company has been suspended on the stock exchanges for the time being.
The management has charged impairment on the said investment due to operational and financial
difficulties casting significant threat on the ability of GTML to continue as a going concern.
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2018 2017
‘ Note Rupees Rupees
15 OTHER RECEIVABLES - unsecured and

1 considered good
| Export rebate 41,337,762 41,337,762
Duty drawback - ) 15.1 41,734,276 41,734,276
Insurance claims receivable 233,810 233,810
‘Sales tax 15,817,767 20,650,161

99,123,615 103,956,009
15.1 Duty drawback is receivable from various banks on exports made in previous financial years starting
from the year 2009. The current status of the receivables is not clear due to on-going litigations with
these banks as detailed in note 29.1.1 to the financial statements.

—~

2018 2017
Note -  Rupees ‘_ Rupees
‘16 BANK BALANCES
Balances with banks in; .
- current accounts 16.1 3,761,690 6,375,370
- deposit accounts ) 16.1& 16.2 109,207 109,207
- term deposit receipts 16.1& 16.3 2,949,465 2,949,465
6,820,362 9,434,041

16.1 Majority of the Company's bank accounts operations have been blocked by the respective banks due
to on-going litigations with these banks as detailed in note 29.1.1 to these financial statements.
Further, due to the litigation and blockage of bank accounts, bank statements for the year ended June
30, 2018 from various banks having balances aggregating to Rs. 3.711 million (2017: Rs. 3.736 million)
were not available to ensure balances held with these banks. Further, year end balance confirmation
of banks having balances aggregating to Rs. 6.601 million (2017: Rs. 6.431 million) have also not been
received due to litigation.

16.2 Deposit accounts carry mark-up at rates ranging from 2% to 5% (2017: 2% to 5%) per annum.

16.3 Term deposit receipts (TDRs) carry mark-up at rates ranging from 3.87% to 6.05% (2017: 3.87% to
6.05%) per annum. One of the TDRs is under lien with a bank against guarantee amounting Rs. 0.068
million (2017: Rs. 0.068 million).

17 SHARE CAPITAL

June June June June
2018 2017 2018 2017
Numbers Rupees Rupees

Authorized share capital
25,000,000 25,000,000 Ordinary shares of Rs.10 each 250,000,000 250,000,000

Issued, subscribed and
paid-up capital
2,700,000 2,700,000 Ordinary shares of Rs.10 each i
issued as fully paid in cash 27,000,000 27,000,000
14,652,329 14,652,329 Onrdinary shares of Rs.10
each issued as fully

paid bonus shares 146,523,290 146,523,290
17,352,329 17,352,329 173,523,290 173,523,290
17.1  Ordinary shares held by the related ' 2018 . 2017
parties at the year end: Numbers
Gulistan Fibres Limited 1,499,776 1,499,776
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2017
Note Rupees Rupees
18 RESERVES
Capital reserve
Share premium 15,400,000 15,400,000
Revenue reserve
General reserve 460,000,000 460,000,000
475,400,000 475,400,000
19 SURPLUS ON REVALUATION OF
OPERATING FIXED ASSETS
Surplus arisen on revaluation of:
- Company's operating fixed assets 19.1 898,296,183 908,108,081
- fixed assets of Associated Companies 11,731,983 11,731,983
‘ 910,028,166 919,840,064
19.1 Surplus on revaluation of
Company's assets
Balance at beginning of the year 1,005,690,538 1,019,864,460
Less: transferred to unappropriated profits
on account of incremental depreciation
for the year (13,819,575) (14,173,922)
991,870,963 1,005,690,538
Less: related deferred tax:
- balance at the beginning of the year 97,582,457 101,834,634
- on incremental depreciation for the year {4,007,677) (4,252,177)
' 93,574,780 97,582,457
Balance at end of the year 898,296,183 908,108,081

The Company had revalued its freehold land, leasehold land, buildings on leasehold and freehold
land, plant and machinery, electric installations and mill's equipment as on June 30, 2012. The
revaluation exercise was carried-out by an independent valuer - Maricon Consultants (Private)
Limited, Engineers, Authorized Valuers of the Pakistan Banking Association and the Leasing
Association of Pakistan, Beaumont Road, Karachi. Land has been revalued on the basis of current
market value whereas buildings, plant and machinery, electrical installations and mills equipment
have been revalued on the basis of depreciated replacement values. The net appraisal surplus arisen
on this revaluation aggregating Rs. 1,736.099 million has been credited to this account to comply
with the requirements of section 235 of the Companies Ordinance, 1984. :

2018 2017
Rupees Rupees
20 SUB-ORDINATED LOAN - unsecured
Sub-ordinated loan 175,000,000 175,000,000

This-is an interest-free loan obtained from the ex-chief executive and an ex-director of the Company in
previous years. This loan is sub-ordinated to the finances provided by secured creditors and does not carry
mark-up. The loan shall not be repaid without obtaining consent from the secured creditors. During the
year ended June 30, 2015, this loan has been reclassified in equity as per technical release (TR-32) of the
Institute of Chartered Accountants of Pakistan (ICAP).
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2018 2017
Note Rupees Rupees
21 LONG-TERM FINANCING
From banking companies - secured
- NIB Bank Limited ‘ : 211 - -
- United Bank Limited : 21.2 - -
- The Bank of Punjab 21.3 - -
From an associated company - unsecured .
- Gulistan Fibres Limited . 21.6 - ' -
21.1 NIB Bank Limited
Balance at beginning of the year 26,958,913 26,958,913
Less: current portion: »
- over due instalments (26,958,913) (26,958,913)

21.2

21.3

The facility sanctioned was Rs. 110.00 million. This finance was obtained to establish a stitching unit.
It is secured against first pari passu charge by way of mortgage of title deeds of immovable
properties of the Company. This finance was obtained under State Bank of Pakistan's (SBP) Long-
Term Export Refinance Scheme and carried a fixed rate of mark-up at SBP's defined rate plus 1.1%
per annum. Originally this term finance was repayable in 12 half yearly instalments after one and
half year from the date of disbursement i.e. February 15, 2005, however, due to litigations stated in
note 21.4, the Company has not made any payments.

2018 2017
Note Rupees Rupees
United Bank Limited o
Balance at beginning of the year 150,000,000 150,000,000
. Less: current portion;
- over due instalments : - (150,000,000) (150,000,000)

The Company had obtained Non-Interest Demand Finance (NIDF) from United Bank Limited
amounting to Rs. 200.00 ‘million under mark-up arrangement. It is secured against mortgage charge
of Rs. 102.00 million and ranking charge of Rs. 178.00 million over land, building and plant and
machinery of the Company situated at Kotri. This finance carried mark-up at the rate of 3 months
KIBOR plus 2.00% per annum. Originally this finance was repayable in twenty equal quarterly
instalments commenced from May 03, 2011, however, due to factors stated in note 21.5 below the
whole amount has been grouped in current liabilities.

2018 2017
Note Rupees Rupees
The Bank of Punjab ‘
Balance at beginning of the year 56,236,305 56,236,305
Less: current portion:
- over due instalments (56,236,305) {56,236,305)

The Company had arranged loan for expansion of stitching unit from the Bank of Punjab. This
finance carried mark-up at SBP refinance rate plus 2.5% per annum and is secured by way of specific
charge of Rs. 80.00 million over plant and machinery imported through this finance. Originally this
finance was repayable within five years from the date of disbursement in 16 quarterly instalments
commenced from September 29, 2012, however, due to factors stated in note 21.5 below the whole
amount has been grouped in current liabilities. ‘
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214 The Company filed a suit in the Honourable Lahore High Court against all banks/ firancial
institutions under section 9 of the Financial Institutions (Recovery of Finances) Ordinance, 2001, for
rendition of accounts and damages, and lending banks have also filed suits before different High
Courts for recovery of their long-term and short-term liabilities through attachment and sale of
Company's hypothecatéd / mortgaged / charged stocks and properties as fully disciosed in note
29.1.1. Due to these litigations, year-end confirmations from all lenders have not been received.

21.5 Due to the above mentioned litigations, the Company's financial arrangements with these banking
companies are disputed and these liabilities have become payable on demand, so instalments due
after the year ending June 30, 2017, have been grouped in current portion of non-current liabilities in
accordance with the requirements of International Accounting Standard (IAS) 1 'Financial Statement

Presentation'.
2018 2017
Note Rupees Rupees
21.6 Gulistan Fibres Limited - unsecured

Balance at beginning of the year 138,890,639 142,020,639
Less: payments made during the year 725,000 3,130,000
Less: current portion: .

- over due instalments 138,165,639 138,890,639

This loan has been created in accordance with the settlement agreement and agreement to sell dated
December 30, 2013 executed between Silk Bank Limited (the Lender), Gulshan Spinning Mills
Limited (an Associated Company), Gulistan Spinning Mills Limited (an Associated Company),
Gulistan Fibres Limited (an Associated Company) and the Company. As per these agreements, short-
term borrowings and outstanding bills payables aggregating Rs.150.00 million of the Company have
been adjusted by the Lender against mortgaged property of the Gulistan Fibres Limited, under the
debt-property swap arrangement. Accordingly, the Company has booked this loan as payable to
Gulistan Fibres Limited by adjusting its short-term: borrowings (note 27) and bills payable (note 25).

This loan is unsecured and repayable within period of two years from the date of creation i.e. April
18, 2014. This loan carries mark-up at the half percent above the borrowing cost of the lending
company and effective rate charged during the previous year was at 9.11%. The said loan is
classified as short-terrn on account of non-payment with the agreed period of time due to non-
availability of funds and the Company did not charge interest on the same as well.

2018 2017
Rupees Rupees
22 LIABILITIES AGAINST ASSETS SUBJECT '
TO FINANCE LEASE - secured
Balance at beginning of the year 23,478,956 23,478,956
Less: current portion:
- over due instalments . (23,478,956) (23,478,956)

221 The Company had acquired plant and machinery, electric installations and vehicles under finance
lease arrangements from leasing companies, modaraba and banks. These liabilities, during the year,
were subject to finance cost at the rates ranging from 12.5% to 14.67% (2017: 12.5% to 14.67%) per
annum. The Company intends to exercise its option to purchase the leased assets upon completion of
the lease term. The lease finance facilities are secured against title of the leased assets in the name of
lessors. )

222 The Company filed a suit in the Honourable Lahore High Court against all banks / financial
institutions under section 9 of the Financial Institutions (Recovery of Finances) Ordinance, 2001, for
rendition of accounts and damages. Further, various lessors have also filed suits before banking
court and the Honourable High Court of Sindh for recovery of lease finance through attachment and
sale of charged properties as fully disclosed in note 29.1.1. Due to these litigations, year-end
confirmations from all lessors have not been received.
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22.3  Due to the above mentioned litigations, the Company's lease finance arrangements with lessors are
disputed and these liabilities have become payable on demand, so instalments due have been
grouped in current portion of non-current liabilities in accordance with the requirements of
International Accounting Standard (IAS) 1 'Financial Statement Presentation'.

| 224 Due to the facts explained in notes 22.2 and 22.3 above, the entire amounts of the lease finances have

become payable on demand, therefore, the amount of future finance cost is not ascertainable as at
June 30, 2018 and June 30, 2017. The disclosures of future minimum lease payments is prepared
according to existing repayment schedules and provided only to comply with the disclosure
requirement of IAS - 17 'Leases'. According to the existing repayment schedules, the future minimum
lease paymehts under these lease finance agreements are due as foilows;

June 30, 2017

)' . June 30, 2018

4 Present Present
: Minimum . value of Minimum . value of
Finance .. Finance )
- lease minimum leaze minimum
cost cost
payments lease payments lease
payments payments
Rupees
Over due portion 26,882,657 3,403,701 23,478,956 26,882,657 3,403,701 23,478,956
Not later than
one year - - - - - -
Minimum lease
payments 26,682,657 . 3,403,701 23,478,956 26,882.657 3,403,701 23,478,956
; 2018 2017
. Rupees Rupees
23 STAFF RETIREMENT BENEFITS - GRATUITY ,
Staff retirement benefits - gratuity 834,762 998,259

The Company's obligation, as per the assumptions given in the latest actuarial valuation disclosed in annual
report of the Company for the year ended June 30, 2014 in respect of defined benefit gratuity plan is as

follows;
2018 2017
Note Rupees Rupees
23.1 The amount recognised in the
balance sheet
Net liability at beginning of the year 998,259 3,686,026
Add: charge to profit and loss account 23.3 26,503 99,959
Less: benefits paid ‘ {190,000) (80,000)
Less: gratuity due but not paid : - (2,707,726)
y _ Net liability at end of the year 23.2 834,762 998,259
23.2 Movement in the present value of defined
benefit obligation
Balance at beginning of the year 998,259 3,686,026
Current service cost 26,503 99,959
Benefits due but not paid ‘ ' ' - (2.707,726)
Benefits paid {190,000) (80,000)
Balance at end of the year 834,762 998,259
23.3  Expense recognised in profit and
loss account
Current service cost 26,503 ~ 99,959
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2018 2017
' 23.4 Actuarial assumptions used
Discount rate . 13.25% 13.25%
Expected rate of growth per annum in future salaries 12.25% "12.25%
Average expected remaining working life time
of employees 6 years 6 years
SLIC SLIC
Mortality rates (for death in service) 2001-2005  2001-2005

235 The weighted average duration of the scheme is 6 years.

. 23.6 The methods and types of assumptions, used in preparing the sensitivity analysis did not change
compared to the previous year. 4

237 The calculation of defined benefit obligation is sensitive to assumptions set-out above by changing

an assumption while holding all other assumptions constant. In practice, this is unlikely to occur,

and change in some of the assumptions may be correlated. The management has used the same

assumptions as given in the actuarial report pertaining to year ended June 30, 2014 including the

same method (present value of defined benefit obligation calculated with the projected unit credit

method at the end of the reporting period), however, the management of the Company has not hired

an actuary to carry out evaluation of its defined benefit obligation for this reporting year. Therefore,

" sensitivity analysis for the assumptions and expected maturity analysis of undiscounted retirement

benefit plan, has not been provided.

2018 2017
Rupees Rupees
24 DEFERRED TAXATION - net
The liability for deferred taxation comprises of
temporary differences relating to:
- accelerated tax depreciation allowance 142,339,262 149,075,991
- surplus on revaluation of operating fixed assets 93,574,780 97,582,457
- lease finances 13,375,026 14,371,616
- staff retirement benefits - gratuity (242,081) (299,478)
- stock-in-trade (32,931,607) (25,944,699)
- stores, spare and loose tools (2,520,273) (1,977,860)
- provision for doubtful debts (69,983,145) (75,089,757)
143,611,962 157,718,270

Deferred Tax asset in respect of the unused tax losses amounting Rs. 281.276 million (2017: Rs. 281.276
million) has not been recognised in these financial statements, being prudent. The management of the

Company is of view that recognition of deferred tax asset will be reassessed as at June 30, 2019.

2018 2017
Note Rupees Rupees

TRADE AND OTHER PAYABLES ‘
Creditors for suppliers 251 100,682,632 107,299,202
Creditors for expenses . 57,561,437 57,883,437
Bills payable / letters of credit payable 25.2 623,571,213 623,571,213
Staff retirement benefits due but not paid 21,203,030 23,926,041
Accrued expenses 6,478,879 6,543,929
Unclaimed dividend 1,118,836 1,118,836
810,616,027 820,342,658

251 These include following amounts, which
pertain to related parties:

Guishan Spinning Mills Limited 883,262 1,992,457
Gulistan Power Generations Limited 34,466,581 34,466,581
35,349,843 36,459,038
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25.2

This represents overdue bills payable/letters of credit payable to various financial institutions in
respect of letters of credit (L.Cs) issued by the financial institutions in favour of various local and
. imported raw material suppliers. The Company is in litigation with banks and financial institutions
i as detailed in note 29.1.1, so current status and balance confirmation of these bills payable could not
be ascertained due to non-availability of relevant documents. Further, no provision of any further
commission/ interest/ mark-up or penalty in respect of overdue LCs has been made in the financial
statements. Amount of the un-provided commission/interest/ mark-up or penalty is impracticable
to determine as at the reporting date.

‘ 2018 2017
f Note Rupees Rupees
{ 26 ACCRUED MARK-UP/INTEREST
! Mark-up / interest accrued on:
: - long-term finances 26.1 31,868,797 31,868,797
- loan from ex-related party 26.2 3,828,768 4,433,990
35,697,565 36,302,787

26.1 This amount represents mark-up payable to Gulistan Fibres Limited, an Associated Company, on
long-term loan as per note 21.6.

26.2 This amount represents mark-up payable to Premier (Private) Limited, which ceases to be a related
party during the previous reporting financial year.
26.3  During the year ended June 30, 2018, the Company has not prov1ded mark-up / interest on its long-
- term finances, lease finances and short-term borrowings to the extent of Rs. 20.130 million, Rs. 2.042
million and Rs. 128.135 million respectively (2017: Rs. 19.913 million, Rs. 2.079 million and Rs.
126.725 million respectively) due to pending litigations with the financial institutions. Moreover, the
Company has not provided for the cost of the funds decreed by various courts against the Company
‘in case of various litigations as detailed in subnotes of note 29. Further, as detailed in note 1.3, the
management is in the process of finalisation of restructuring of its debts and as per indicative
restructuring term-sheet total accrued and outstanding mark-up due/payable till June 30, 2018 will
be repaid on quarterly basis over a period of 2 years immediately after the completion of repayment
term of principal ie. 8 years. Un-provided mark-up / interest up to the balance sheet date is
aggregated Rs. 1,100.640 million (2017: Rs. 950.325 million). This non-provisioning is in
contravention with the requirements of IAS 23 - Borrowing Costs. The exact amount of un-provided
mark-up / interest could not be ascertained because of non-availability of relevant information and
documents due to on-going litigations with banks and financial institutions.

2018 2017
Note Rupees Rupees
27 SHORT-TERM BORROWINGS

; Short-term finances - secured 271 & 27.3 1,411,965,395 1,411,965,394
i Running finances - secured 272 &27.3 315,343,109 315,343,108
' Loan - unsecured 274 - 662,236
Interest-free loans from other

I’ parties - unsecured 27.5 414,277,060 423,907,026
§ Temporary bank overdraft - unsecured 27.7 4,551,328 5,513,463

2,146,136,892 2 157,391,227

27.1 This includes Rs. 236.00 million as discounted foreign bills pertaining to previous years, receivable
from foreign debtors and discounted by a commercial bank, outstanding at year end. The said

discounted foreign bills have also been recognised by the Company as doubtful outstanding trade
debts (note 10.1).

v e e e
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27.2 This represents aggregate amount of running finances / working capital finances obtained from
various banks / financial institutions against expired facilities. These finance facilities are secured by
way of ranking / hypothecation / floating charge over present and future current assets, pari passu
charge over present and future fixed assets, charge over raw cotton and cotton yarn, lien on export
letters of credit / sales contracts / documents, trust receipts and personal guarantees of sponsor
directors.

27.3 The above mentioned balances are against expired finance facilities and have not been renewed by
* the respective banks / financial institutions. These banks and financial institutions have filed suits
before different Civil Courts, Banking Courts and High Courts for recovery of their financial
liabilities through attachment and sale of Company's hypothecated / mortgaged / charged stocks
and properties. The Company had also filed a suit in the Honourable Lahore High Court for
redemption / release of security. rendition of accounts, recovery of damages, permanent injunction

and ancillary reliefs as more fully detailed in note 29.1.1.
27.4 The Company has obtained a short-term finance facility to the limit of Rs. 100.00 million from
Premier (Private) Limited, a company that ceased to be a related party during the previous years, to

finance working capital requirements of the Company. This loan is unsecured and carries mark-up at
-the rate of 9.5% (2017: 9.5%) per annum. )

2018 2017
Rupees Rupees
27.5 Interest free loans from other .
parties - unsecured
Balance at beginning of the year . 423,907,026 . 349,725,446
Add: funds received during the year 16,353,572 86,499,953 .
Less: adjustments / repayments made during the year (25,983,538) (12,318,373)

414,277,060 423,907,026

These loans were advanced by Spouse of the ex-Chief Executive and his other relatives in order to
meet working capital requirements. However, these parties ceased to be related parties of the
Company in accordance with IAS 24, because of retirement of ex-Chief Executive during the
previous year. The repayment terms have not yet been finalized by the parties.

27.6 Year end balance confirmations aggregating Rs. 1,727.30 million (2017: Rs. 1,727.30 million) of the
lending banks/financial institutions have not been received due to above-mentioned litigation with
them. Further, due to these litigations, bank statements for current financial year from all
banks/financial institutions were also not available to ensure year end balances of these finance
facilities.

27.7 These have arisen due to issuance of cheques in excess of balance at bank accounts.

2018 2017
Note Rupees Rupees
28 CURRENT PORTION OF NON-CURRENT '
_ LIABILITIES

Long-term finances:

- NIB Bank Limited ; 211 26,958,913 26,958,913

- United Bank Limited ' 21.2 150,000,000 150,000,000 B
- The Bank of Punjab 21.3 56,236,305 56,236,305 "
- Gulistan Fibres Limited 21.6 138,165,639 138,890,639

Liabilities against assets subject to finance lease 22 23,478,956 23,478,956

394,839,813 395,564,813
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29 CONTINGENCIES AND COMMITMENTS
29.1 Contingencies

29.1.1 Liabilities towards banks and financial institutions disclosed in note 21, 22,25.2, 26,
27 and 28

(@) Various banks and financial institutions have filed recovery suits before Banking Court -
Karachi, the Honourable High Court of Sindh and the Honourable Lahore High Court for
‘recovery of their long-term and short-term liabilities through attachment and sale of
Company's hypothecated / mortgaged / charged stocks and properties. The aggregate
amount of these claims is Rs. 3,004.96 million (2017: Rs. 3,004.96 million).

The management is strongly contesting the above mentioned suits on the merits as well as
cogent factual and legal grounds available to the Company under the law. In case of any
adverse decision, the management of the Company moves to upper court for
relief/ appeal/review. Since, all the cases are pending before various Courts, therefore, the
ultimate outcome of these cases can not be established to the dates of these financial
statements. Among all the case referred above, the most notables cases by or against the
Company are explained in the following sub-notes.

(b) The Company filed a global suit in the Honourable Lahore High Court against ail banks /
© financial institutions under Section 9 of the Financial Institutions (Recovery of Fmances)
Ordinance, 2001, (“the Ordinance") for redemption / release of security, rendition of
accounts, recovery of damages, permanent injunction and ancillary reliefs. The Lahore High
Court (LHC) vide its interim order dated October 25, 2012, ordered not to disturb the present
position of current assets and fixed assets of the Company and no coercive action shall be
taken against the Company. The Lahore High Court through its order dated September 11,
2013, dismissed the case on legal grounds. The Company filed appeal before Divisional
Bench of the LHC against the above-mentioned order. The Divisional Bench passed an order,
dated November 27, 2013, that respondent banks will not liquidate the Company's assets
and operation of impugned judgement and decree dated September 11, 2013, will remain
suspended meanwhile.
However, the Company along with its restructuring agent (a leading bank) and a few other
lending banks, had proposed an indicative term-sheet to its lending financial institutions on
June 28, 2013, in order to restructure the outstanding debt obligations of the Company. The
proposed term-sheet is still in the process of finalization. Once finalized, it will be signed by
all parties and legal documentation will be executed to restructure outstanding debts of the
Company. The management expects that entire process will be completed in due course of
time and these recovery suits will be settled accordingly.

29.1.2 The Company has not provided for Rs.3.00 million in respect of infrastructure cess levied by
* the Government of Sindh. The case was decided against the Company by a single judge of
the Honourabie High Court of Sindh. The decision was challenged before a bench of same

High Court and stay for collection of cess was allowed.

The Honourable High Court of Sindh decided the case by declaring that the levy and
collection of infrastructure fee prior to December 28, 2006, was illegal and ultra vires and
after that it was legal. The Company filed an appeal in the Honourable Supreme Court of
Pakistan against the above-mentioned judgement of the Honourable High Court of Sindh.
Further, the Government of Sindh also filed appeal against part of judgement decided
against them.
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The above appeals were disposed-off in May 2011, with a joint statement of the parties that,
during the pendency of the appeals, another law come into existence which was not subject
matter in the appeal, therefore, the decision thereon be first obtained from the High Court
before approaching the Honourable Supreme Court of Pakistan with the right to appeal.
Accordingly, the petition was filed in the Honourable High Court of Sindh in respect of the
above view. During the pendency of this appeal an interim arrangement was agreed
whereby bank guarantees furnished for consignments cleared up to December 27, 2006, were
returned and bank guarantees were furnished for 50% of the levy for consignment released
subsequent to December 27, 2006, while payment was made against the balance amount.

As at June 30, 2018, the Company has provided bank guarantees aggregating Rs. 7.216
million (2017: Rs. 7.216 million) in favour of Excise and Taxation Department. The bank
guarantees given by various banks on behalf of the Company to various parties remain
intact with the respective banks. '

29.1.3 The Deputy Collector of Customs, in pursuance of judgement of the Honourable Supreme
Court of Pakistan dated August 29, 2012, has raised the demand of Rs. 134.197 million in
respect of customs duty along with penalty thereon under section 83A read with 202A of the
Custom Act, 1969, for installing textile machinery. )

The Company had strong reservations on the calculation of above-mentioned amount and is
of the view that this amount has not been calculated in light of afore-mentioned judgement.
Therefore, the Company approached the Deputy Collector of Customs, Additional Collector
of Customs, Collector of Customs and Chief Collector of Customs. The Company has a
stance that total demand as per the afore-mentioned judgement works out to Rs. 17.555
million and the same has been paid by the Company to Deputy Collector of Customs on
September 20, 2012. '

The management filed a civil review petition against the above-mentioned judgement of the
Court and a bench of three judges of the Sipreme Court of Pakistan has issued notices to the
respondents. In the mean time, it was also ordered that no coercive measure may be taken
against the petitioners.

~ After dismissal of the review petition vide order dated July 13, 2017, against the judgment of
the Supreme Court of Pakistan dated August 29, 2012, the Collectorate of Customs
Appraisement-West, vide their Notice dated July 18, 2018, has raised a demand of Rs.
222.650 million.

The company vide its reply dated July 24, 2018, has submitted that the method of calculation
of surcharge was not in accordance with the provisions of section 83-A and 202-A of the
Customs Act. Similarly, it was also emphasized that the calculation was made in violation of
the Supreme Court Order dated August 29, 2012, by calculating the difference of duty on the

* basis of difference in exchange rate of Swiss Frank instead of US Dollar and charging
surcharge on surcharge. The company has also made a representation to the Chief Collector
Customs Appraisement-West vide its letter dated August 16, 2018, wherein the basis of
calculation by the customs department has again been challenged. The Company is hopeful
that the said representation sunall be accepted by the customs department.

29.1.4 Counter guarantees of Rs. 9.067 million (2017: Rs. 9.067 million) were given by the Company
to various banks/financial institutions as at June 30, 2018, in respect of guarantees issued in
favour of various Government Departments / Institutions.

29.1.5 ‘"First Treet Manufacturing Modaraba has filed suit JsMisc. No. 02 of 2015 for winding-up of
the Company. The said petition was disposed of by the Honourable High Court of Sindh,
through its order dated April 18, 2017, since the parties have resolved the dispute amicably
in an out-of-court settlement agreement dated February 28, 2016, executed at Lahore. All the
parties to this agreement settled that outstanding amount will be paid in monthly
instalments till the entire payment is made.
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29.1.6

29.1.7

29.1.8

29.19

29.1.10

The Company has filed a writ petition No. 2979 of 2010, against the levy of regulatory duty
on export of yarn of Rs. 5.199 million. The Honourable High Court of Islamabad through its
judgement dated July 22, 2013, partially accepted the petition of the Company. The
Company has filed Intra Court Appeal No. 957/2013 against the impugned judgement and
the Honourable High Court of Islamabad through its order dated August 20, 2013,
suspended the impugned judgement. The Case is still sub-judice, wherein the stay order
passed in favour of the Company vide order dated August 20, 2013, is still intact.

MCB Bank Limited (MCB) filed a suit bearing no. B-70/2013 for recovery of Rs. 56.274
million on May 30, 2013 against- the Company. The MCB Bank Limited also filed a
miscellaneous application under section 16 of the Financial Institutions (Recovery of
Finances) Ordinance, 2001, ("the Ordinance"), for the auction of 3,477 cotton bales vide CMA
No. 661/2014, which was decided vide order dated February 25, 2014.Askari Bank Limited,
and Bank Al Falah Limited filed intervener applications. The Honourable High Court of
Sindh ordered to auction the said cotton bales. The Company challenged the order dated
February vide HCA no. 63/2014, wherein the Division Bench of the Honourable High Court
of Sindh granted a stay order. However, the said high court appeal was dismissed due to
non-prosecution (the counsel for the Company was elevated to the. bench and due to this
reason no one appeared on behalf of the Company when the case was dismissed for non-
prosecution). The said impugned order was challenged before the Honourable Supreme
Court of Pakistan and the same was dismissed. Therefore the order dated February 25, 2014,
attained finality. However the order states that the "...sale proceeds may be kept with the
Nazir of this Court, who may invest the same in the profit bearing scheme for the benefit of
beneficiary till the end of litigation". The cotton bales have yet not been auctioned and the
PLA filed by the Company has yet not been decided.

Askari Bank Limited had instituted a suit against Paramount Spinning Mills Limited (PSM)
and others for recovery of Rs. 145,179,853/ - bearing no. C.O.S. No. 23/13 under section 9 of
the Financial Institution (Recovery of Finances) Ordinance 2001 before the Honourable
Lahore High Court. The Suit was decreed against the Company vide judgement dated
December 31, 2015, in the sum of Rs. 145,179,853/~ together with costs of the suit. The
Company had also instituted an appeal bearing no. 488/16 before the Division Bench of
Lahore High Court, which is pending for adjudication.

First Habib Modarba had instituted a suit against the Company and others for recovery of
Rs. 1,126,562/- bearing M-Suit no. 10/14 under section 9 of the Financial Institution

(Recovery of Finances) Ordinance, 2001, ("the Suit") before the Banking Court No. I, Karachi. -

The Suit was decreed against PSM vide judgement dated March 9, 2015, in the sum of Rs.
1,104,562/ - with costs of the suit and cost of funds at the latest prescribed rate by the State
Bank of Pakistan from the date of the default till realization. No appeal has so far been filed
by the Company against the said judgement dated March 9, 2015. The management has not
recognised the impact of the said decree in these financial statements.

Faysal Bank Limited had instituted a suit against the Company for recovery of Rs.
40,906,509.58/ - bearing Suit no. 26/14 under section 9 of the Financial Institution (Recovery
of Finances) Ordinance, 2001, before the honourable Banking Court No. IV, Karachi, This
suit was decreed ex-parte against the Company vide judgement dated August 27, 2015, to
the extent of the sum of Rs. 40,906,509.58/ - being principal alongwith cost of funds from the
date of the default till the realization of the outstanding amount at the rate as determined by
the State Bank of Pakistan. The mark-up amounting to Rs. 1,822,345.62/- as claimed by the
Plaintiff Bank was not allowed by the learned judge as the Plaintiff Bank had not been able
to establish it. The appeal has been filed by the Company against the said judgement for
setting aside ex-parte decree which is pending before the Banking Court, Karachi.
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29.1.11 Habib Bank Limited {previously First Habib Bank Modarba\ had instituted a suit against the
Company for recovery of Rs. 810,733/~ bearing Suit no. 04/14 under section 9 of the
Financial Institution (Recovery of Finances) Ordinance, 2001, before the Banking Court No. I,
Karachi. The Suit was decreed against the Company ex-parte vide judgement dated April
21,2016, and it was held that the Plaintiff Bank is entitled to outstanding overdue rentals in
the sum of Rs. 740,903/- with cost of funds at the latest prescribed rate by the State Bank of
Pakistan from the date of expiry of the agreement till realization. The costs of the suit were
also awarded by the learned judge. No appeal has so far been filed by the Company against
the said judgement dated April 21, 2016.

29.1.12 Bank of Punjab instituted a suit against the Company and others for recovery of Rs.
670,173,867/~ bearing C.0.S. No. 52/2013 under section 9 of the Financial Institution
(Recovery of Finances) Ordinance, 2001, (“the Suit") before the Honourable Lahore High
Court, Lahore. The Suit was partially decreed against the Company and its associated
companies vide judgement dated October 26, 2017, to the sum of Rs. 398,743,100/-.
However, the Court granted leave to defend in respect to the LC facility for an amount of Rs.
248,345,156/-. No appeal has so far been filed by the Company against the judgement |
partially decreed against the Company neither the management has adjusted these financial
statements in light of the said Suit due to stay granted by the Honourable Lahore High
Court as stated in noted 29.1.1(b).

29.2 Commitments
There is no capital commitment as at June 30, 2018 and June 30, 2017.

2018 2017
Note Rupees Rupees
30 SALES - net ‘ - -
31 COST OF SALES ,
Stocks at beginning of the year :
(finished goods and waste) \ ' 20,580,108 25,508,479
Cost of goods manufactured 31.1 51,304,571 40,108,294
71,884,679 65,616,773
Stocks at end of the year
(finished goods and waste) ‘ 9 (15,435,081) {20,580,108)
56,449,598 45,036,665
31.1  Cost of goods manufactured
Raw materials written down 31.2 16,460,812 -
Stores provided for 2,097,730 2,097,731
Packing materials written down 401,378 401,378
Salaries and other benefits 1,126,664 4,750,118
Fuel and power 600,000 1,197,104
Repair and maintenance - 162,000
Depreciation 5.2 30,557,717 31,306,680
Convéyance, travelling and eniertaininent - 17,650
Vehicle running and maintenance - 10,564
Postage and telephone - 1,826
Rent, rate and taxes 46,706 61,609
Other manufacturing expenses 13,564 101,634
51,304,571 40,108,294
31.2 Raw materials written down
Stocks at beginning of the year 99,490,847 99,490,847
Stocks at end of the year ' ' (83,030,035) (99,490,847)
16,460,812 ' -
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2018 2017
Note Rupees Rupees
32 ADMINISTRATIVE EXPENSES
Salaries and other benefits 321 326,503 9,650,560
Fees and subscription 115,061 186,626
Conveyance, traveling and entertainment 1,050 2,569,673 -
Vehicle running and maintenance - 944,981
Repair and maintenance 10,000 54,423
Printing and stationery 56,961 40,500
Auditors' remmuneration 32.2 254,250 266,000
Postage, telegram and telephone 40,024 109,753
Legal and professional expenses 737,500 2,625,000
Depreciation 5.2 1,270,192 1,484,390
2,811,541 17,931,906

321 Salaries and other benefits include Rs. 0.026 million (2017: Rs. 0.099 million) in respect of staff

retirement benefit - gratuity.

2018 2017
Note Rupees Rupees
32.2  Auditors’ remuneration
Audit fee 240,000 240,000
Compliance report of Code of Corporate Governance 10,000 10,000
Out of pocket expenses ' 4,250 16,000
254,250 266,000
33 OTHER OPERATING INCOME
Income from financial assets
Interest on;

- deposit accounts ' 14,092 52,942
Reversal of bad debts 8,978,000 10,040,000
Income from non-financial assets ;

Gain on disposal of fixed assets 1,387,195 -
10,379,287 10,092,942
34 FINANCE COST
Mark-up / interest on:
- short-term borrowings 34.1 48,778 739,365
Bank charges 9,541 17,820
58,319 757,185

34.1 The amount represent mark-up on a short-term loan from Premier (Private) Limited, which ceased to
be related party during the previous reporting year. ,

34.2 During the year ended June 30, 2018, the Company has not provided mark-up / interest on its long-
term finances, lease finances and short-term borrowings to the extent of Rs. 20.130 million, Rs. 2.042 ,A
million and Rs. 128.135 million respectively (2017: Rs. 19.913 million, Rs. 2.079 million and Rs.

126.725 million respectively) due to pending litigations with the financial institutions as detailed in
note 26.3. ' '

ANNUAL REPORT 2018 | 55




35

Note

TAXATION .
Current
Deferred
Origination and/or (reversal) of
temporary difference

PARAMOUNT SPINNING MILLS LIMITED

2018 2017
Rupees Rupees
14,106,308 6,923,088
14,106,308 6,923,088

No provision for minimum tax due under section 113 of the Income Tax Ordinance, 2001, is incorporated as
the Company has nil turnover during the year. Numeric tax rate reconciliation is, therefore, also not

required. '
2018 2017
36 LOSS/EARNINGS PER SHARE
Loss after taxation - (Rupees) (34,833,863) (46,709,726)
Weighted average number of ordinary shares
outstanding during the year - (Numbers) 17,352,329 17,352,329
Loss per share - basic and diluted - (Rupees) (2.01) (2.69)
There is no dilutive effect on the basic loss "per share of the Company.
2018 2017
Note Rupees ‘ Rupees
37 CASH GENERATED FROM OPERATIONS
Loss before taxation (48,940,171) (53,632,814)
Adjustments for non-cash charges and
other items:
Depreciation' 31,827,910 32,791,070
Provision for stores, spare parts and loose tools 2,097,730 2,097,731
Stock-in-trade write off 22,007,217 5,329,749
Provision of gratuity 26,503 99,959
Finance cost 58,319 757,185
Interest income (14,092) (52,942)
Provision for doubtful debts (8,978,000) (10,040,000)
Gain on disposal of fixed assets (1,387,195) -
Working capital changes 371 14,697,968 {24,286,209)
» 11,396,189 (46,936,271)
37.1 Working capital changes )
Decrease/ (increase) in current assets:
Trade debts 17,336,796 5,066,221
Loan and advances (467,602) (61,920) ,
Other receivables 4,832,394 1,067,542 - 1
, 21,701,588 6,071,842
Decrease in trade and other payables (7,003,620) (30,358,051) K
» 14,697,968 (24,286,209) L
38 REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES
Particulars Chief Executive Executives I -
2018 ] 2017 2018 I 2017 |
---------------- Rupees - - - - - — - - = o o o - - =
Managerial remuneration - - 300,000 1,032,000
Perquisites - - - 516,000
Retirement benefit - - - 84,000
- - 300,000 1,632,000
No. of persons 1 _ 1 1 7 ] 2
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38.1 The executives have been provided with the Company maintained cars.

2018 ' 2017
39 CAPACITY AND PRODUCTION
39.1 Spinning unit
Number of spindles installed ' 25,920 25,920
Installed capacity after conversion
into 20's count Kg. 8,841,118 8,841,118

Financial institutions and banks have curtailed and blocked the short-term limits, froze the funds in
current accounts to clear mark-up and other dues and attempted to realize their securities. These
factors created liquidity crises due to which the Company could not run its operations at normal
capacity and due to non-availability of working capital lines and shortage of funds, the Company
had closed its yarn spinning unit from July 01,2015.

2018 2017
39.2 Yarn dyeing unit - note 41.4
Total number of machines installed 7 7
Installed capacity : Kg. 2,065,170 2,065,170
39.3 Stitching unit - note 41.4
Total number of machines installed ‘ 832 832
Installed capacity - : Pc. 3,211,652 3,211,652

394 Due to non-availability of working capital lines and shortage of funds, the Company had closed its
Yarn dyeing unit and Stitching unit from May 31, 2014.

40 FINANCIAL RISK MANAGEMENT

The Company has exposures to the following risks from its use of financial instruments:

- credit risk;

- liquidity risk; and

- market risk.

The Board of Directors has overall responsibility for the establishment and oversight of Company’s risk
management framework. The Board of Directors is also responsible for developing and monitoring the
Company's risk management policies.

40.1 Creditrisk

Credit risk represents the financial loss that would be recognised at the reporting date, if counter
parties fail completely to perform as contracted/fail to discharge an obligation/commitment that it
has entered into with the Company.

Credit risk mainly arises from deposits, trade debts, loans and advances, accrued mark-up /interest,
short-term investments, other receivables and balances with banks. The carrying amounts of
financial assets that represent the Company's maximum credit exposure as at the reporting date are

as follows:
, 2018 2017
Note Rupees Rupees

Deposits ’ : 7,077,559 7,077,559
Trade debts ‘ : 8,997,093 17,355,889
Loans and advances : 1,013,384 1,013,384
Accrued mark-up / interest 689,018 689,018
Other receivables . 233,810 233,810
Bank balances ‘ 6,820,362 9,434,041

24,831,226 35,803,701
The maximum exposure to credit risk for trade debts at the reporting date by geographic region is as
follows:
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2018 2017
Rupees Rupees

Domestic 8,997,093 17,355,889
Ageing of trade debts at the reporting date: ‘
Past due 1-60 days - -
Past due 61-150 days - -
Past due 151-365 days - -
More than one year : ' - 2,489,574
More than two years 8,997,093 14,866,315

9 8,997,093 17,355,889

Based on past experience and keeping in view subsequent realizations, provision for doubtful debts
aggregating Rs. 241.321 million (2017: Rs. 250.299 million) has been kept as at the reporting date and
for other trade debts there are reasonable grounds to believe that the amounts will be realized in
short course of time.

40.2 Liquidity risk
Liguidity risk is the risk that an entity will encounter difficulties in meeting obligations associated
with financial liabilities. The Company is facing difficulty in maintaining sufficient level of liquidity
due to financial problems as all the banks and financial institutions have blocked / ceased their
finance facilities and filed suits for recovery of these finances.

June 30, 2018 June 30, 2017
Carrying Due within | Due after Carrying Due within Due after
amount one year one year " amount one year one year
: Rupées ‘ Rupees
Long-term finances 371,360,857 371,360,857 - 372,085,857 372,085,857 -
Liabilities against assets
_ subject to finance lease 23,478,956 23,478,956 - 23,478,956 23,478,956 -
Trade and other payables 810,616,027 . 810,616,027 - ~ 820,342,658 820,342,658 -
Accrued mark-up / interest 35,697,565 35,697,565 - 36,302,787 36,302,787 -
Short-term borrowings 2,141,585,564 2,141,585,564 - 2,151,877,764 = 2,151,877,764 -
3,382,738,969 3,382,738,969 - 3,404,088,022  3,404,088,022 - -

In order to manage liquidity risk, the management along with its restructuring agent (a leading
bank) and a few other banks are negotiating with banks / financial institutions for restructuring of
principal and mark-up / interest and rescheduling of repayment terms as detailed in note 1.3 to the
financial statements and the management envisages that sufficient financial resources will be
available to manage the liquidity risk. )

40.3 Market risk
Market risk is the risk that changes in market price, such as foreign exchange rates, interest rates and :
equity prices will affect the Company's income or the value of its holdings of financial instruments. H
(@) Currency risk i
Currency risk is the risk that the fair value of future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange rates.

The Company is exposed to currency risk on import of raw materials, stores and spare parts, :
plant and machinery, export of goods and foreign currency bank accounts mainly

denominated in U.S. Dollars (U.S.$). The Company's exposure to foreign currency risk is as

follows:
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40.4

(b}

June 30, 2018 June 30, 2017
Rupees U.S.$ Rupees U.ss$
Trade and other payables 80,235,544 785,216 80,235,544 785,216
Bank balance . (63.466) (644) (63.466) - (644)
Net balance sheet exposure 801172,078 T 7‘34 :375» ) 26, !'72“\»;/;%—-—‘ 784,572

The following significant exchange rate applied during the vear:

Average rata Reperhng daie rate
R »g(}lg - 2 b ’ L 2018 . 2[’17
US. Dollar to Rupee 12135 10469 12160 104 80

At the reporting date, if Rupee had sirengthened by 10% against U.S. Dollar with ali other
variables held constant, loss for the year would have heen wiworeased/(decressed) hy the

amounts shown below mainly as a result of net foreign exchange gawm; oss) on transiation
of financial assets and liabilities
2518 2017
Kupeca nopees

Effect on loss for the year:
U.S. Dollar to Rupee 9,540,396 222,515

The weakening of the Rupee against U.S Dollar would have bad an e ma‘ but ¢ } posite
impact on loss for the year. The sensitivity analysis propamd s not necessarily indestive of
tha effi+1s on loss for the year ard ascets/hamlities of the Company.

Interest rate risk

Interest rate risk is the risk that fair value or future cash flows of a financial instrument will
fluctuate because of changes in market interest rates.

Majority of the interest rate risk of the Company arises trom short and long-term borrowings
from banks and deposits with banks. However, the Company is not providing for mark-
up/interest on its long-term finances, habihities against assets subject 1o finance lease and
short/term borrowings due to litigation with banks and financial institutions as detailed in
note 2911. At the reporting dote the prefile of the Company's inte rest bearing financial
instruments is as follows:

2018 2m7
Fixed rate instruments : Rupees Rupees
Financial assets ) 3,058,672 3,058,672
Financial liabilities ‘ 26,958,913 26,958,913
Variable rate instruments
Financial liabilities 2,509,466,464  2,520,483,664

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 profit or loss of the Company.
Cash flow sensitivity analysis for variable rate instruments

Cash flow sensitivity analysis for variable rate instruments is not presented as the Company
is not providing for mark-up / interest due to litigation with banks and tinancial

Fair value of financial instruments

As at June 30, 2018 the carrying values of all financial assets and liabilities reflected in the financial
statements approximate to their fair values except investment in an Associated Company which is
valued under equity method of accountmg Further, staff loans which are valued at their original
cost less repayments.
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40.5 Capital risk management

The Company's prime objectives when managing capital are to safeguard the Company's ability to
continue as a going concern so that it can continue to provide returns for shareholders, benefits for
other stakeholders and to maintain an optimal capital structure to reduce the cost of capital.

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 ad]ust the amount of dividend paid to shareholders and/or
issue new shares. -

There was no changes in the Company's approach to capital management during the year. Further,
the Company is not subject to externally imposed capital requirements, except those, related to
maintenance of debt covenants, commonly imposed by the providers of debt finance which the
Company could not comply as at the reporting date.

41 RELATED PARTY TRANSACTIONS
Related parties comprise of associated companies, directors of the Company, key management personnel,
companies in which directors, key management personnel and close members of the families of the
directors and key management personnel are interested. The Company, in the normal course of business,
carries out transactions with various related parties. Remuneration of the key management personnel is
disclosed in note 40. Amounts due from and to related parties are shown under receivables and payables.
Other significant transactions with related parties are as follows:

2018 2017
_ Note Rupees Rupees
Nature of transactions ‘ ,
Repayment of advances - net 1,834,196 1,830,376

42 SEGMENT INFORMATION

A business segment is a group of assets and operations engaged in providing products that are subject to
risk and returns that are different from those of other business segments. Management has determined the
operating segments based on the information that is presenied to the Chief Operating Decision Maker for
allocation of resources and assessment of performance. Based on internal management reporting structure
and products produced and sold, the Company is organised into following four operating segments:

- spinning; '

- dying;

- garments; and

- weaving.
Management monitors the operating results of above mentioned segments separately for the purpose of
making decisions about resources to be allocated and of assessing performance. Segment results and assets
include items directly attributable to a segment as well as those that can be allocated on a reascnable basis.

Segment revenues and results

) Spinning Dying Garments Weaving Total

For the year ended . Rupees
© June 30, 2018
Sales .- - - -
Cost of sales. (43,195,123) (4,690,480) , (8,563,995) (56,449,598)
Gross loss (43,195,123) (4,690,480) (8,563,995) (56,449,598)
‘Administrative expenses (1,926,585) (167,108) (717,848) (2,811,541)
Other operating income 10,201,775 - 177,512 10,379,287

8,275,190 (167,108) (540,336) 7,567,746

. Loss from operétions (34,919,933) (4,857,588) (9,104,331) (48,881,852)

Finance cost (9,506) ) - (48,813) (58.,319)
Loss before taxation (34,929,439) (4,857,588) (9,153,144) (48,940,171)
Taxation (14,106,308)
Loss after taxation (34,833,863)
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Spinning Dying Garments Weaving Total

For the year ended . - Rupees
June 30, 2017 .
Sales - - ' - - -
Cost of sales (30,349,985 (4,810,748) (9,875,932) - {45,036,665)
Gross loss (30,349,985)  (4,810,748)  (9,875,932) - (45,036,665)
Administrative expenses (16,643,632) (202,432) (1,085,842) - (17,931,906)
Other operating income 7,681,406 - - 2,411,536 10,092,942
(8.962,226) (202,432) (1,085,842) 2,411,536 (7,838,964)
Loss from operations (39,312,211) (5,013,180) (10,961,774) 2,411,536 (52,875,629)
Finance cost (17,324) - (739,861) - (757,185)
Loss before taxation (39,329,535) (5,013,180) (11,701,635) 2,411,536 (53,632,814)
Taxation ' 6,923,088
Loss after taxation (46,709,726)
Segment assets and liabilities
Spinning Dying Garments Weaving Total
Rupees
As at June 30, 2018 .
Segments assets 1,816,259,743 348,737,263 429,797,514 48,014,908 2,642,809,429
Inter segment assets (805,552,955) .
1,837,256,474
As at June 30, 2017
Segments Assets 1,868,865,337 353,594,851 438,444,574 50,769,756 2,711,674,518
Inter segment assets (803,003,188)
1,908,671,330
2018 2017
43 NUMBER OF EMPLOYEES verennve . Number..........
Number of employees as at June 30, _
- Permanent 1 14
- Contractual » 6 19
Average number of employees during the year
- Permanent 1 18
- Contractual - ‘ 6 26

44 EVENTS AFTER THE REPORTING DATE
There are no significant adjusting or non-adjusting event after the reporting date requiring adjustment or
disclositre in financial statements.

45 DATE OF AUTHORISATION FOR ISSUE

. : . . October, 05, 201
These financial statements were authorised for issue on over %y

the Board of Directors of the

Company.
46 CORRESPONDING FIGURES

Corresponding figures have been rearranged and reclassified for better presentation wherever considered
necessary, the effect of which is not material.

(L, —
Dby Q- —ypall=—
Sohail Magsood Nasir Mahmood Akhtar Mirza
Chief Executive Chief Financial Officer : Director
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KEY OPERATING AND FINANCIAL DATA

PARAMOUNT SPINNING MILLS LIMITED

FOR THE LAST SIX YEARS
2018 2017 2016 2015 2014 2013

RUPEES RUPEES RUPEES RUPEES RUPEES RUPEES
OPERATING RESULTS
Total number of spindles installed 25,020 25,920 25,920 25,920 25,920 25,920
Total spindles worked - 23,949 24,379 18,559
Number of shifts worked per day - 3 3 3
Installed capacity after 8,841,118 8,541,118 8,841,118 8,841,118 8,841,118 8,841,118
conversion into 20's
Actual production after - - - 5,748,052 5,665,800 4,404,178
conversion into 20's
Turnover - 60,495,592 1,259,579,700 2,434279.113 2,531,006,999
Gross profit / {Loss) (56,449 598) {45,036,665) (103,706,087) (162,639,404) (494,938,723) (129,456,682;
Operating profit / (Loss) (59,261,139 (62,968 571) (140,829,552) (213,622,025) (644,650,9'78) (308,774,637)
Other mncome 10 .379,287 10,002,942 4,664,256 4,905,538 795,804,466 129,285,204
Financial expenses 58,319 757,185 15,113,147 19,540,577 30,821,208 58,949,416
Profit /(Loss) betore other charges (48,940,171) (53,632,814) (151,278,443) (228,257,064) 105,545,926 (418,718;4()9)
Other Charges - 2,419,348 284,199,936 15,031,275 28235827
Profit/ (ioss) tor the year before taxation (48,940.171) (53,63;2‘814) (153,697,791) (512,457,000) 90,514,651 (446,954,296)
Profit/{oss) for the year after taxation {34,833,8603) {46,709,726) (179,908,358) (499,467,258) 70,885,816 (491,627,793)
Reserves for issue of bonus shares - - - -
Proposed dividend - - - - - -
Unapptropriated profit / (loss) .
carried forward (3,428,432,003) (3,403,410,038) (3,366,622,058) (3,196,744,475)  (2,707,407,801)  (2,798,842,238)
FINANCIAL POSITION
Paid up capital . 173,523,290 173,523,290 173,523,290 173,523,290 173,523,290 173,523,290
Shareholder's equity (1,869,480,547) ‘ (1,834,646,684) (1,787,936,959) (2,547,821,185)  (2,058,484,511)  (2,149,918,948)
Long term loans/ redeemable o V
capital - - 142,020,639 142,235,639 142,235,639
Obligation under finance leases - - ' - - : -
Deferred liabilities 834,762 998,259 3,686,026 2,493,482 32,319,898 58,119,074
Current liabilities 3,387,290,297 3,409,601,485 3,247,545,462 3,293,429,454 3,073,147 ,854 3,078,370,803
Fixed assets 1,627,665,102 1,659,648,417 1,692,439,487 1,727,472,357 2,364,232,897  2,410,718,695
Long term investments - - . - - N 55,066,672
Long term deposits / loans 3,534,361 l 3,534,361 3,534,361 3,534,361 4,000,659 4,732,190
Current assets 206,057,011 245,488,551 248,982,678 412,554,048 680,937,122 1,138,218,398
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Pattern of Shareholding
As At June 30, 2018

Sl":‘:rr:::ll;i:ts From Shareholding To Shares Heid Percentage
1,999 1 100 24,495 0.14
461 101 500 115,837 0.67
208 501 1,000 163,821 0.94
142 1,001 5,000 364,668 2.10
33 5,001 10,000 262,399 1.51
9 10,001 15,000 113,758 0.66
6 15,001 20,000 108,197 0.62
2 20,001 " 25,000 48,590 0.28
2 25,001 30,000 56,500 0.33
2 30,001 135,000 65,197 0.38
1 35,001 40,000 37,173 0.21
2 40,001 145,000 85,493 0.49
2 45,001 50,000 95,642 0.55
1 50,001 60,000 55,500 '0.32
1 60,001 65,000 61,000 0.35
1 65,001 90,000 83,500 0.48
1 90,001 120,000 101,500 0.58
1 120,001 130,000 124,500 0.72
1 130,001 155,000 134,221 0.77
1 155,001 175,000 155,168 0.89
1 175,001 180,000 178,383 1.03
1 180,001 500,000 314,622 1.81
1 500,001 800,000 576,961 3.32
1 800,001 990,000 803,651 463
1 990,001 995,000 994,301 5.73
1 995,001 1,025,000 1,022,233 5.89
2. 1,025,001 1,330,000 2,243,708 12.93
1 1,330,001 1,350,000 1,347,907 7.77
1 1,350,001 1,500,000 1,499,776 8.64
1 1,500,001 1,950,000 1,500,000 8.64
1 1,950,001 2,600,000 1,951,186 11.24
1 2,660,001 2,665,000 2,662,442 15.34
2,889 | 17,352329 | 100

* Note: There is no shareholding in the slab not mentioned
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CATEGORIES OF SHAREHOLDERS
AS AT JUNE 30, 2018

Particulars No. of Share No. of Shares Percentage
Holders Held g

Directors, Chief Executive Officer, Their Spouse and
Minor Children 7 3,655 0.02

Associated Companies, Undertakings and Related
Parties 2 1,543,956 8.90

NIT & ICP 4 1,952,919 11.25

Banks, Development Finance Institutions, Non- Banking

Financial Institutions 6 995,595 5.74
Insurance Companies 1 576,961 3.32
General Public (Local) 2,853 8,065,063 46.48
Joint Stock Companies 4 51,464 0.30
Other Companies 12 4,162,716 23.99
2,889 __17,352,329 100.00
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CATEGORIES OF SHAREHOLDERS
AS AT JUNE 30, 2018

A)

B)

<)

D)‘

E)
F)
G)

H)

ASSOCIATED COMPANIES, UNDERTAKINGS AND RELATED PARTIES

Guishan Spinning Mills Limited
Gulistan Fibers Limited

NIT & ICP

IDBP (ICP UNIT)

Investment Corporation of Pakistan

CDC - Trustee National investment (Unit) Trust
National Bank of Pakistan Trustee Department

DIRECTORS, CHIEF EXECUTIVE OFFICER, THEIR SPOUSE
AND MINOR CHILDREN

DIRECTORS

Mr.tftikhar Ali

Mr.Muhammad Ashraf Khan

Mr. Abid Sattar

Mr. Muhammad Akhtar Mirza

Mr. Sohail Magsood

Mr. Muhammad Magbool Anjum

Mr.Hussain Ather

BANKS, DEVELOPMENT FINANCIAL INSTITUTIONS, NON
BANKING FINANCIAL INSTITUTIONS, INSURANCE COMPANIES,
MODARABAS & MUTUAL FUNDS

BANKS

National Bank of Pakistan Investor Account (Former NDFC)
National Development Finance Corporation Ltd

-National Bank of Pakistan

Midland Bank Trust Corporation (Jersey) Limited
Innovative Investment Bank Limited

INSURANCE

State Life Insurance Corporation of Pakistan

Other Companies
Joint Stock Company

General Public (Local)

SHAREHOLDERS HOLDING 05% OR MORE

Mr. Tanveer Ahmed

Mr. SANA KASHIF

Mrs. Naureen Tanveer

GULISTAN TEXTILE MILLS LIMITED

BLESSED CORPORATION (PVT.) LTD.

Gulistan Fibers Limited

Peridot Products (Pvt.) Limited

CDC - Trustee National Investment (Unit) Trust
National Bank of Pakistan

TRADING IN THE SHARES OF COMPANY DURING THE YEAR BY THE
DIRECTORS, CHIEF EXECUTIVE OFFICER, CHIEF FINANCIAL OFFICER,
COMPANY SECRETARY AND THEIR SPOUSES AND MINOR CHILDREN

SHARES

44,180
1,499,776

233

1,400
1,951,186
100

500
500
500
500
605
550
500

110
995,397
38

42

576,961

4,162,716
51,464
8,065,063

17,352,329

2,662,442
1,118,560
1,336,855
1,347,907
1,500,000
1,499,776
1,125,148
1,951,186

995,397

Nil
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PARAMOUNT SPINNING MILLS LIMITED

Form of Proxy

Paramount Spinning Mills Limited

I/'We being member of Paramount Spinning Mills Limited holderof
ordinary shares as per Share Register Folio No. B and/or CRC participant I.D. No.

Account No hereby appoint who is also member of Paramount
Spinning Mills Limited vide-Folio No. or CDC participant LD. No. ______ Account No.__
__ or failing him/her of Mr. of who is also member of
Paramount Spinning Mills Limited vide Folio No. _or CDC participant 1.D. No.

Account No. ~___as my/our proxy to attend, speak and vote for me/us and on my/our behalf

at the Annual General Meeting of the Company to be held on 27" October 2018 at 12:30 p-m: and at

any adjournment thereof.

As witness my/our hand this day.of __ ~ 2018 Appropriate

Signed by the said } Revenue

Witness 1:- Stamp

Name:-
Adress:-
CNIC:-
Witness 2:-

Name:-
Adress:-
CNIC:-
Notes:

1. The Proxy in order to be valid must be duly stamped, signed and witnessed and be deposited with the Company
not later than 48 hours before the time of holding of Meeting.

2. The proxy must be a member of the Company.

3. Signature should agree with the specimen signature, registered with the Company.

4. CDC Shareholders, entitled to attend and vote at thié meeﬁng, must bring with them their National Identity
Card/Passport in original to prove his/her identity, and in case of Proxy must enclose an- attested copy of his/her
NIC or passi)ort. '

5. Representative of corporate members should bring the usual documents required for such purpose.
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