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DIRECTORS REPORT TO THE SHAREHOLDERS

The Directors are pleased o place before you the Financial Statements for and as at the year ended
30 June 2018 along with the Notes thereonat the 37" Annual General Meeting of the Com pany.

COMPANY'S AFFAIRS
There have been no material changes or commitments effecting the financial position of the Company
since the close of the current financial year on 30 Juhe 2017.

The Company's financial statements as at 30 June 2018 are being presented on a REALIZABLE
BASIS.

The positive impact of the merger on administrative costs is noteworthy. During the current financial
year Administrative expenses were reduced from RS. 50.091 Million, incurred in the previous year to
RS.33.138 Million in the current year. After adjusting Finance costs and setting off other income, a
net loss of RS. 39.312 Million (Loss of RS 9.83 per share) was incurred in the cumrent year against a
net loss of RS 57.976 Million (Loss pf RS. 1548 per shars) in the previous year.

AUDITORS' REPORT

In commenting on the Auditors Report it is reiterated that there has been no misstatement in the
camying value of the assets and fiabilities, which have been appropriately determined.

The Company's assets and liabilities have been assessed by management at their realizable/
seftlement values. The Assets of the Company have been valued by an independent valuator on a
market value basis. The method is esiimaied o be a Fair Value approximation and it is nut expected
that there will'be a material variation from the values reflected.

The Company does not agree with the Auditors’ asserfion, confained in the Basis for Disclaimer of
Opinion paragraph of their raport. Contrary to the Auditors’ assertion, the value of the Assets ofthe
Company has, in fact, been ascertained by an independent valuer using a market value method. Such
values have been duly reflected in the company’'s accounis. In the management's opinion, the values,
so ascertained, provide the best fair value approximation.

The Auditors' have highlighted a matarial uncertainty relating to Going Concem. It is pointed out that
the Company has presented the Accounis on a realizable basis and not on the Going Concern
assumption. As such, no assumption of being a going concern is being made.

The magnitude of cumulative losses has primarily arisen due to the inordinate unplanned delay in the
completion of the merger process. The Principal sponsors have continued to inject funds to sustain
the Company. In addition to the RS 167 Milien of advances converied into equity in the merger
process, the sponsors have further advanced in excess of RS 350 Million.

RESPONSE TO REVIEW REPORT OF THE STATEMENT COMPLIANCE CONTAINED IN THE
LISTED COMPANIES (CODE OF CORPORATE GOVERNANCE) REGULATIONS 2017

In assessing compliance, it is submitted that cognisance should be taken of the fact that the Company
has been non-operational since 2011, is undergoing a merger and suffers severe financial strictures
where the day to day expenditure is being enfirely met by the principal shareholders from their own
resources, Mareover the scope of activity is very limited. The Company is being sustained by the
substantial injection of financial resources by its principal shareholders, so as to secure its assets and
move towards reviving the Companyin the future by resiructuring its finances.

Clause-wise responses to matters raised in the review report, are as follows:
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The Company will comply with the requirementwhen new directors are appointed.

The Company has been non-operational since 2011 and is.in the final stages of a marger
process. Additionally, because of the Company's adverse financial circumsiances, the
expangive formal orientation courses for Directors could not be arranged. However, Directors

‘are made awars of dutles and responsibilities.

As the Company has been non-operational since 2011, there has been no requirement to hire
personnel, Exisfing Company polmies are established and are baing followad where the nead
arises.

The subscription of the Pakistan Stock exchange was not paid due to the adverse financial
circumstances of the Company.

The Company has not besn able b deploy the financial and technical manpow er resaurces to
create and manage a functional website in view of its long-standing financially adverse
clrcumstances.

Because the Company has been non-operational for 2 considerable period of tims,
Management periodically reviews the business risk. The Company is in the process of
implementing the plan to mitigate the risk by revivirng its operations, through the merger and
sale of surplus assets but has been hindered by the unplanned inordinate delay in finalizing
the marger by regulatury issues.

Tha Com pany has a Code of Conduct that has been disseminated throughout the Company.
However, it is submitted that due to the existing organisational structure of Cempany, any
grisvances arising from upethical practices immediately come to the attention of senior
management and as such are identified and can be redressed expeditiously. Further the
narrow scope of aclivity of the Company eliminates the probability of any unethical practices.
The company's internal control systems including intemal audit, have bean in place since
inception, and mainly relate to financial controls. In view of the fact that the company has
been non-oparational since 2011, and its scope of activity is very narrow, the expanded scope
of intarnal control systems now prescribed has notbsen formally instituted.

Restrictions on confiict of interest are in accardance with the statutory provisions of the
relevant law. Due to the narrow scope of activity of the Company, being in a non-operatichal
state, any potential conflict of interest situations are clearly identifiable and are effectively
disclosed and/or interdicted.

Due to the limited scope of the Company's ac!nmy a formal performance raview mechanism
has not been putin place.

The Company has been in existence since 1982, and has always promoted ethical culture for
al) staff and board members through a formally instituted ‘Code of Conducl’ Moreover, the
Company adheres to the statutory requirements laid down in the ralevant law for the

prevention of confiicts of interest ;

The Board wishes to express its appreciation for the efforts of all officers and staff of the Company.
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SUHAIL JUTE JILLS LIMITED

AUDITOR'S REPORT

To the members of Suhail Jute Mills Limited Report

on the Audit of the Financial Statements
Disclaimer of Opinion

We were engaged fo audit the annexed financial statements of Suhail Jute Mills Limited,
which comprise the balance sheet as at June 30, 2018 and profit and loss Account, statement of
comprehensive Income, the statement of changes in equity, the statement of cash flows for the
year then ended, and notes to the financial statement®, including a summary of significant
accounting policies and other explanatory infermation.

Limited. Because of the significance of the matter described .in the Basis for Disclaimer of
Opinion section of our report, we have not been able to obtain sufficient appropriaie audit
~ evidence fo provide a basis foran audit opinion on these financial statements.

We do not express an opinion on the accompanying financial statements of Suhail Jufe Mills ‘ g

|
. |
Basis for Disclaimer of Opinion ﬂ

Mills Limited following an order of the honorable Lahore High Court. Consequent upon that
assets and liabilities of the two companies should be stated at fair value as required by IFRS. |
The company has not ascertained fair value of its assets and liabilities through an independent i
valuer or by applying any other method. As a result we have not been able to ascertain whether ]

these assets and liabilities have been stated at an appropriate carrying amount. The amount of ' “
misstatement, if any, has not been determined. )

Last year in 2017, the comgany merged with its associated company (Colony) Sarhad Texiile \

Material Uncertainty relating to Going Concern

Thg Company has incurred loss after taxation of Rs. 39.312 million (Year 2017: Rs.57.975
million). The Company has suffered accumulated loss of Rs. 779.380 million (Year 2017:Rs.

745.251) as on June 30, 2018 which has turned equity into negative balance of Rs. 527.578
million (Year 2017: Rs. 493.439).

" The compény has also ceased operatiéné since June 2010.

Key Audit Matter(s)

Key audn matiers are those matters that, in our profgssional judgment, were of most
significance in our audit of the financial statements of the cument period. These matters were
addressed in the context of our audit of the financial stateme nis as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these matters.

Except for the matter described in Disclaimer of opinion paragraph, there are no key audit
matters to communicate in our report.

Responsibilities of Management and Board of Directors for the Financial Statements

in accordance with the accounting and reporting standards as applicable in Pakistan and the

Management is responsible for the preparation a;'td fair presentation of the financial statements ’
requirements of .Companies Act, 2017(X1X of 2017) and for such internal control as \
l
l
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management determines is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or ervor.

In preparing the financial statements, management is responsible for assessing the Company's
ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to
liquidate the Company or to cease operations, or has no realistic altemative 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 responsibility is to conduct an audit of ‘the financial statements in accordance with
International Standards on Auditing and to issue an auditors's report. However, because of the
‘matter described in the Basis for Disclaimer of Opinion Section of our report, we were not able
lo obtain sufficient appropriate audit evidence to provide a basis for an audit opinion on these
financial statements.

We are independent of the Eompany in accordance with the ethical requirements that are
relevant to our audit of the financial statements as applicable in Pakistan and we have fulfilled
our other ethical responsibilities in accordance with these requirements.

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

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

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

c) Expenditure incurred and guarantees extended during the year were for the purpose of
the Company's business; and

d) No zakat was deductible al source under the Zakat and Ushr Ordinance, 1980 (XVIII of
1980).

Prior Year Financial Statements audited by Predecessor Auditor
Prior Year Financial Statemments audited by "Amir Alam Khan & Co. Chartered Accountants,

Rawalpindi The engagement partner on the audit resulting in this independent auditors's report
is C.A Habib.

Place: Islamabad
Dated:05th October 2018

WBIHURY & €
J




SUHAIL JUTE MILLS LIMITEE

BALANCE SHEET AS AT JUNE 30, 2018

EQUITY AND LIABILITIES

SHARE CAPITAL AND RESERVES
Autharized Share Capital:

(5,000,000 ordinary shares of Rs.10 each)

Issued, subsaribed and paid up capital
(4,332,819 odinary shares of Rs. 10 each)
Reserves

Merger reserve

Surplus on revaluation of property, plant and equipment

CURRENT LIABILITIES -
Staff retirement benefits
Trade and other payables
Accrued mark-up

Short term borowings
Provision for taxation

CONTINGENCIES AND COMMITMENTS

ASSETS
CURRENT ASSETS - N
Cash and bank balances
Short term investments
Advances deposits and prepayments
Stores and spare parts
Stock in trade - Raw material
Long term investment
Long term security deposits
_ Property, plant and equipment

NOTE

i
12

13
14

15

16

12.3.3
17
18
19
20
21

integral part of these financial statements.

2018 2017
e~ Rupee s— -
50,000,000 50,000,000
43,328,190 37,450,000
(767,268,915) (733,130,135)
196,362,085 202,240,275
(527,578, 640) (493,439,860)
1,342,300,767 1,315,194,265
5,720,034 6,003,930
158,503,488 146,981,304
54,086,276 54,086,276
351,467,670 329,075,790
569,777,468 536,147,300
1,384,499, 596 1,357,901,705
227,223 161,525
3,523,577 3,346,651
5,216,800 5,179,180
1,937,657 1,940,443
824,389 824,389
190,000 180,000
262,482 262,482 |
1,372,317,468 1,345,997 035
1|%499! 596 1,357,901,705

Abotad

DIRECTOR _




SUHAIL JUTE MILLS LIMITED 19

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

Note 2018 2017
‘ameema R UPEOS cnm s

CASH FLOWS FROM OPERATING '
ACTIVITIES 27 (19,837,086) (22,099,841) !
CASH FLOWS FROM INVESTING
ACTIVITIES
Proceed from sale of asset 305,000 185,000
Purchase of office equipment - (19,500)
Short term investrnept (176,926) (144,394) :
Cash acquired as result of merger - 448,135 3
Net cash flows generated from / (used in)
investing activities ; 128,074 469,241
CASH FLOWS FROM FINANCING
ACTIVITIES
Short term borowings ‘ 19,774,710 21,307,910
Net cash generated from financing activities 19,774,710 21,307,910
Net (decrease) / increase in cash and cash
equivalents 65,698 (322,690)
Cash and cash equivalents at the i '
beginning of the year 161,525 484,215
Cash and cash equivalents at end of the 227,223 161,525
year

The annexed notes from 1 to 36 form an integral part of these financial statements.

Nz

/ CRAIRMAN / CHIEF EXEGUTIVE ' DIRECTOR
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SUHAIL JUTE MILLS LIMITED 21

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

1. LEGAL STATUS AND OPERATIONS

Suhail Jute Mifls Limited (the Company) was incorporated in Pakistan in 1981 as a public
limited Company under the Com panies Act, 1913 (now Companies Act, 2017). Its shares are
quoted on Lahcre and Karachi stock exchanges in Pakistan. The Company is principally
engaged in the business of manufacturing and sale of jute products. The registered office of
the Company is situated at 14-B, Civil Lines, Rawalpindi, while the production facilities are
situated at Kabul River Railway Stiation, Mardan Road, Nowshera, Khyber Pakhtunkhwa.

2. MERGER OF SUHAIL JUTE MILLS LIMITED AND (COLONY) SARHAD TEXTILE MILLS
LIMITED !
The merger of formerly (Colony) Sarhad Textile Mills Lim Ited (CSTM) with and into the |
Company, was made in pursuance of the court order sanctioning the scheme of arrangem ent
for merger, whereby the entire undertaking of CSTM, Inciuding all properties, assets,
liabilities, rights and obligations of CSTM as at June 30, 2012 were merged with and vestin
the Company in consideration for issue of 150,050 fully paid ordinary shares to the
shareholders of CSTM which rank Pari passu with the existing shares of the Com pany. |

CSTM was incorporated in Pakistan as a private limited company in 1953 under the
Companies Act, 1913 now the Companies A'ct, 2017 and was converted into public limited
company in 1955. CSTM was listed on Pakistan Stock Exchanges and principally engaged in
the business of manufacturing and sales of yarn and gray fabrics.

3. BASIS OF PREPARATION OF FINANCIAL STATEMENTS

The Company has incurred loss after taxation of Rupees 38.673 milion. The Com pany has
suffered accumulated losses of Rupees 779.674 million as on June 30, 2018 which has
turned equity into negative balance of Rupees 527.9 million. The company has ceased

operations since June 2010.

Keeping in view the above factors the management of the Company decided to prepare
these financial statements on the basis of estimated realizable / settlement values of assets
and liabliities respectively in addition to historical cost convention. All assets and liabilities in
these financial statements have been presented in the order of liquidity.

4. STATEMENT OF COMPLIANCE =, 1

These financial statements have been prep‘ared in accordance with approved accounting
standards as applicable in Pakistan. Accordingly, approved accounting standards comprise
of such Intemational Financial Reporting Standards (IFRS) issued by the intemational
Accounting Standards Board as are notified under the Com panies Act 2017, provisions of

and directives issued under the Companies Act, 2017 . In case requirements differ, the
provisions of or direclives under the Com panies Act, 2017 shall prevail.
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5. SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGMENTS

The preparation of financial statements in conformity with approved accounting standards
requires the use of certain critical accounting estimates. It also requires management to
exercise its judgment in the process of applying the Company's accounting policies. The
areas involving a higher degree of judgment or complexity, or areas where assumptions and
estimates are significant to the financial statements are as follows:

b}

i) Assumptions and estimates used in determining the residua! values and useful lives of
property, plant and eguipment (Note 22);

it) ' Assumptions and estimates used in accounting for defined benefit plan (the 11).

iii) - Provision for obsolescence of stores and spare 'parts (Note 18).

Estimates and judgments are continually evaluated and are based on historical experience
and other factors, including expeciation of future events that are “believed to be reasonable
under the circumstances.

. ADOPTION OF NEW AND REVISED STANDARDS AND INTERPRETATIONS

6.1 Standards, interpretations and amendments not yet adopted

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

; “ Effective for period
beginning on or
after
IAS 7 Statement of Cash Flows (Amendmepts) January 1, 2017
1AS 12 Income Taxes (Amendmants) January 1, 2017
IAS 28 Investment in Assaciates and Joint Ventures
(Amendments) January 1, 2018
IAS 40 Investment Propeity (Amendments) January 1, 2018°
IFRS 2 Share-based Payment (Amendments) . January 1, 2018
IFRS 4 Insurance Contracts {Amendments) January 1, 2018
IFRS 12  Disclosure of interests in Other Entities
(Amendments) , January 1, 2017
IFRIC 22 Foreign Currency Transactions and Advance
: Consideration January 1, 2018

The management anticipates that the adoplion of the above standards, amendments
and interpretations in future periods, will have no material impact on the financial
statements other than the impacton presentation ! disclosures. The Company is yet to
assess the full impact of the amendments.
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7.3 Taxatibn

Current

Provision for current faxation is based on taxable income of the Company after taking
into account rebates, if any, allowable to the Company. In case of loss the tax liability is
calculated according to the section 113 of Income Tax Ordinance, 2001.

Deferred

Deferred income tax, if any, is accounted for using the balance sheet liability method in
respect of all temporary differences arising between the camying amount of assets and
llabllities in the finandal statements and the corresponding tax bases used in the
computation of taxable profits. Deferred tax liabilities are recognized for all taxable
temporary timing differences and deferred tax assets are recognized to the extent that it
is probable that future taxable profits wil be available against which the deductible
temporary differences can be utilized. Defered tax is calculated at the rates that are
expecied to apply to the period when the timing differences will reverse, based on the
tax rates that have been enacted. Deferred tax is charged or credited to income except
in the cases where it is incduded in equity.

7.4 Trade and other payables

Liabilities for creditors and other amounts payable are camied at cost which is the fair
value of the consideration to be paid in the future for the goods and / or services
received, whether or not billed to the Company.

7.5 Borrowings
Borrowings are initially recorded at the proceeds received. In subsequent periods,
borrowings are stated at amortized cost using the effective yield method. Finance costs
are accounted for on an accrual basis and are included in trade and other payables to
the extent of the amount remaining unpaid,

7.6 Provisions
Provisions are recognized 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. Provisions are reviewed
periodically and adjusted to reflect the current best estimates.

7.7 Property, plantand equipment

Property, plant and equipment are stated at cost / revaiued amount less accumulated
depreciation except land and capital work in progress, which are stated at revalued
amount / cost. Cost comprises acquisition and other directly attributable costs.
Depredation is provided on a reducing balance basis and charged to profit and loss
account to write off the depreciable amount of each asset over its estimated useful life
at the rates spedcified in Note 22. Depreciation on additions to property, plant and
equipment is charged from the month in which the asset is acquired or capitalized, while
no depreciation is charged for the month in which asset is disposed off.
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7.8

7.10

7.11

Subsequent costs are included in the asset's camying amounts or recognized as
separate assets, as appropriate, only when it is probable that future ecaonomic benefits
associated with the item will follow to the Company and the cost of the item can be
measured reliably

account as and when incurred.
nd the asssts so replaced, if any,
any, are included in profit and loss

Maintenance and repairs are ¢

harged 1o profit and loss

account currently.
Impairment

The Company asses!
assels may be impai
are reviewed to assess sther
amounts. Where carryin
are written down to thefr res
loss is recognized in profit

assel’s fair value less costs to sell and value in use.

ed

tive recoverable amounts, assets
ounts and the resulting impaiment
erable amount is the higher of an

——— —— —— e

at moving average purchase cost and directly attributable expenses.

Raw material

|

cost of raw materals and applicable

Work in at moving
process and manufacturing expenses
finished goods

Raw material in|at invoice
ransit date

Trade and other receivables

original invoice amount less any
ying amounts of trade and other

Trade receivables are
alowance for any uncollectible amour
receivables are assessed on a regular i if there is any doubt about the
realizability of these receivables, appropriate amount of provision is made. Other
receivables and receivables from related parties are recognized and carried at cost,

recognized and carri
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712

713

Cash and cash equivalents '

Cash and bank balances are defined as cash in hand, demand deposits and short term
placements readily convertible to known amounts of cash and subject to insignificant
risk of changes in value. Cash and cash equivalents are carried in the balance sheet at
cost. For the purposes of the cash flow staternent, cash and cash equivaléents comprise
of cash in hand, balances with banks on curmrent accounts and deposit accounts availed
by the Company.

Foreign currency transactions and transiations

Foreign exchange transactions are translated into reporting currency at the rates of
exchange prevailing on the date of transactions except repayments of foreign currency
loans, which are cdvered against exchange rate risk. Monetary assets and liabilities in
foreign currencies are translated into Pakistan Rupees at the rates of exchange
prevailing at the balance sheet date. Exchange gain and losses from the settlement of
foreign currency transactions and translation of monetary assels and liabilities at the
balance sheet datfe exchange rates are included in profit and loss account.

7.14 Financial Insfruments

7.14.1 Financial assets

The Company classifies its financial assets in the following categories: at fair value
through profit or loss, loans and receivables, available-for-sale and held to maturity.
The classification depends on the purpose for which the financial assets were
acquired. Management determines the classification of its financial assets at the
time of initial recognition.

a) Financial assets at fair vaiue through profit & loss

Financial assets at fair value through profit or loss are financial assets held for
trading and financial assets designated upon initial recognition as at fair value
through profit and loss. A financial asset is classified as held for trading if
acquired principally for the purpase of selling in the short term. Assets in this
category are classified as current assets.

b) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or

determinable payments that are not quoted in an active market. They are
included in current assets, except for maturities for greater than twelve months
after the balance sheet date, which are” classified as non-current assets.
Consistent with prior years, loans and receivables with less than twelve months
maturities are classified as trade debts, loans and advances, deposits, other
receivables and profit receivable from banks in the balance sheat.
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c) Available for sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated
in this category or not classified in any of the other categories. They are induded
in non-current assets unless management intends to dispose off the investments
within twelve months from the balance sheet date. Available-for-sale finandal
assels are dassified as short tefm investments in the balance sheet.

Changes in fair value of securities classified as available-for-sale are recognized

in equity.

When securities classified as available-for-sale are sold or impaired, the

accumulated fair value adjustments recognized directly in equity are included'in

the profit and loss account as gains and' losses from investment securities.

Interest on available-for-sale securities calculated using effective interest -
method is regognized in the profit and loss account. Dividends on available-for-

sale equity instruments are recognized in the profit and loss account when the

Company's right to receive payments is established.

d) Held to maturity |

Financial assets with fixed or determinable payments and fixed maturity, where
management has the intention and ability to hold till maturity are carried at
amortized cost.

7.14.2 Financial liabilities

All finandial liabilities are recognized at the time when the Company becomes a
party to the contractual provisions of the instrument.

Finandal liabilities, other than those at fair value through profit or loss, are
measured at amortized cost using the effective yield method.

A financial liability is derecognized when the obligation under the liability is
discharged or cancelled or expired. Where an existing financial liability is replaced
by another from the same lender on substantially different terms, or the terms of an
existing liability are substantially modified, such an exchange and modification is
treated as a de-recognition of the original liability and the recognition of a new
liability, and the difference in respecfive camying amounts is recognized in the profit
and loss acccunt.

7.14.3 Offseiting of financial assets and financial liabilities

A financial asset and a financial liebility is offset and the net amount is reported in
the finandial statements if the Company has a legally enforceable right to set-off the
transaction and also intends either to settle on a net basis or to realize the asset and ‘
settle the liability simultaneously. w
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T7.15 Contingent liabilities

Contingent liabiltties are disclosed when:

a) there is a possible obligation that arises from past events and whase existence will
be confirmed only by the occurrence or non occurrence of one ar more uncertain

future events not whelly within the control of the company; or

%

b) there is present obligation that arises from past events but it is not probable that an
cutflow of resources embodying economic benefits will be required to setile the
obligation or the amount of the obligation cannot be measured with sufficient

reliability.

7.16 Revenue recognition

Local sales are recorded when the goods are dispatched and significant risks and
rewards of ownership are transfemed to the customer.

Export sales are recorded on shipment basis while export rebate is accounted for en

receipt basis.

Return on investment in associated undertaking is recorded on accrual basis while
retum on bank deposits are accounted for on a time proportioned basis on the principal

amount outstanding.

Dividend income on investments is recognized when the right to receive the payment is

established. v
2018 2017
----------- RUPEOS--—semsmer—e
8 ISSUED, SUBSCRIBED AND PAIO-UP CAPITAL
2013 20147
(Mumber of sharas)
inary shares of Rs. 10 sach issue
3,245,000 3,245,000 S:G'g;? Wprer A e LR Iy 32,450,000 32,450,000
Srling o ~ 3
500,000 500,000 Owndinary snarus‘ufﬁs_ 10 sach issued 5,000,000 5,000,300
for considemtion other than cash
3,745,000 3,745,000 37 450,000 37,450,000
Canceled ordinary shares of Rs. 10
(500,000) each issved for consideration other than (5,000,000) -
cash (Note-B.2)
1,087,819 Alioted as consideration for merger 10,878,190
4.332 819 3,745,000 3 43,328,190 37,450,000
8.4 Shares held by assoclated undertakings
ey 2097 2018 L
{Number of shares) {Rupees)
< 500,000 {Colony) Sarhad Textile Mills Limited a 500.000
500 500 M Faroog (Pvt)Ltd 5,000 5,000
20,000 20,000 Surriya Famonq Charitable Foundation 200,000 200,000
8.2 This represents the stiares cwned by Colony Sarhad Textiie Mills Limited which were cancelled due to merger of the
campanies.
8.3 Thisrepresents the shares alloled to the.mem bars of Colony Sarhad Textiie Mills Limked againsi the merger of the

companles.

—
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10

2018 2017
(Rupees)

RESERVES
General reserve 9.1 3,380,000 3,380,000
Dividend equalization reserve 92 7,490,000 7,490,000
Capital reserve s 1,251,607 1,251,807
Accurmulated loss (779,390,522 (745,251 743)

gm,@g@ (733,130,135)

This represents amount transferred to the general reserve from Reserve for Parfidpation Temm Certificates (PTC) for
contigencies crealed in year 1992

This represents the reserve for the purpose of cash and stock dividend at 20 percent of the issued share capital
proposed in 18992 but not approved by the sharehadlders.

P

SURPLUS ON REVALUATION OF FIXED ASSETS

This represents the surplus arising from the revaluation of assets as siated below whidh s amortized over the useful ives
of corresponding assets.

2018 2017
-———-—-HJPGEQ"———
Opening balanca
Free hold land 1,220,734,609 878418 412
Building t 75,000,000 98,476,144
Plant and machinery 123,273,000 188,174 667
1,419,007,609 1,165,089,223
Surplus /( deficit) on revaluation made during the year
Free hold land 42 000,000 342,316,197
Buiding (10,642,802) (23,476,144)
Plant and machinery - (64,901 667)
31,357,198 253,938,386
Depreciation (108,064,040) (103,813 344)
1,342 300,767 1,315,194 265

Revaluation of free hold land, building on free hold land and plant and machinery of the Company was cariied out an
January 26, 2017 by an independent valuer, BFA (Private ) Limited, under the market value basis. Previously , the
revaluation of free hold lan |, and plant and machinery of the Company was carried out on June 30, 2011 prior to that the
free hoid land of the Company was revalued in 1982 and 2008, whereas the buildings on free hold land and plant and
machinery were roalued in 1995 and 2008,

Revaluation of the Land and Building of the former (Colony) Sarhad Textile Mills Limitsd acquired as a consequence of
the merger, was carried out by WS BFA (Private) Lid. on market value basis on 10 May, 2018,
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11 STAFF RETIRENMENT BENEFITS e —RUIPEES e n
Staff retirement benefit 111 4417193 i l 4,701,089
Differed liabliities - staff gratuity 1,302,841 l 1,302,841
5,720,034 6,003,930
11.1 The amounts recognizadin the balance sheet
Presant value of defined benefit obligation 11.2 4 417193 4,701,088
112 Movement in the present vaiue of defined benefit obligation:
Opening balance 4,701,089 4,720,831
Chamge for the year 1.3 638,737 583,381
Aduarial gain (922,533) (603,123)
Benefits paid - -
4,417,193 4,701,089

113 Charge for the year

Current service cost
interest cost

114 Remeasurement recognized in CC

Aduarial gain onre-measurement of defined benefit abligation

Valuation discount rate

Salary increase rate short iem (1 year)
Salary increase rate long term
Withdrawal rates

Mortality rates

1.8 sensitivity analysis

115 The principal actuarial assumptions usad In actuarial valuations were as follows;

538,737 583,381
9261 s3in
5.00% 7.75%
4.00% 0.00%
9.00% 7.75%
Low Low
Adjusted SLIC Adjusted SLIC
2001-2005 20012005

The calauation of defined banefit cbligation is sensifive to assumplions set out above. The following tablke summarizes
how the impad on the defined obligation at the end of reporting period would have ingeased / (decreased) as a result of

change i respective assumptions
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Effect of increasa  Effect of deoease
[l RODORE b e
Discourtt rale changad by 1% 4417193 4,410,359
Salary crease chenge by 1% 4,689,190 5,056,124
Withdrawal rades change by 10%/ 1 year mortalily age set-back / set- 4 428 967 4,701,079
forward i =T
The abowe sensitivity analysis are based on the changes in essumptions while holding all other essurmptions constart, In

practics, this s unlikely to otour, and changes in soma of the assumptions may be co-refated. Whean calculating the
sensiivity of defined benefit obligations to sigmificant assumptions the sarne method (present value of the defined benefit
obligation calculated with the projected credit unit method at the end of the reporting period) has been applied when
calculating the liability recognized within the balanca sheet.

\ 2018 2017
- Rupass —
12 TRADE AND OTHER PAYABLES
Creditors - E '23488209 [ y i!:!OU-IJ
Accrued expenses 12.1 49,557,853 42,596,722
Sequrity depasits 1,600 1,600
Advances from customers 3,400,000 3,400,000

Workers' profil participation fund 12.2 45,748,581
Workers welfare furd 269,503
Unclaimed diMdend 384358

£ e 219,246
Taxation 500,000
Others 25838864
Payahile o smployees mirament banafits 123

124
2018
122 Worker's (Profit) Parlicipstion fund . ——F

—

Opening bdance 42,01;3?5'5 }
Interest on funds utilized by the Company 3735032 | |

45748891

Iniarest on funds ulilized by the Campany is charged at KBOR + 25%

2.3 Payabie toemployess retirament bahefits

Gralully [ 1231 28,471,386
Provident fund payable 1232 oo 3,523 5_[_!‘

31,994,963

12,3.1 This represent gratuity payable to 301 employeas who left after the floods in July, 2010,
12.3.2 This represents balancs of the amount payable to members of the discontinued of the provident fund of the cormpany
12.3.3 The Cormpany has investad an amount of Re. 3,523,577 (2017: 3,405,841) against the bedance of the discontinusd

Pronddent Fund , inunits of "NAFA Goverrment Seaurities Ucuid Fund®, The investment is being held in the name of
Suhail Jute Mils Limited.
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13 SHORT TERM BORROWINGS

From barking companies- Secured

Faisal Bark Lid 131

Al baraka lslamic Bank 13.2

Loan from Director- Unsaaured 13.3
13.1 Faisal Bank Lid

Running finance fadity 131441

Finance against imported merchandlse 1342

2018 2017

— - —Rupees———-——-
128,809,828 128,800,628
30,000,000 30,000,000
158,609,828 158,809,828
192,657,842 170,265,962
351,467 670 329,075,790
127,885,528 127,885,528
924,300 924,300
128,809 828 128,809,828

13.1.1 Running ﬁmnoefa&litycﬂ Rs. 128.55 million was sanctioned in Jkune, 2011 and is payable on demand. The fadility had
been obtalned io meet working capital requirements. The rate of mark up is 3 monthis KIBOR plus 2.91 percent per

annuim.

The fadlity is secured against first exchusive hypothecation charge for Rupees 100 million on all present and future

buiiding and plant and machinery,

current assets of the Company and pari passu charge for Rs280 milion on fixed assets of Company including land,

The Bank has fled a recovery suit against the Company in Lahore High Court. The decision of Court is il pending.

13.1.2 Finance against imports facllity of Rs. 20 million had besn cbtained o finance import of raw material, and is payable on
demand. The rate of mark up is 3 months KIBOR plus 2.9 percent per annum.
The fadiity is secured against pledge of imported goods in faciory go-down amounting to Rs. 1,027,000 with built in
mamgin under custody of bank's appointed Maccadum and lien over shipping documents.
The bank has filed a recovery suit against the Company In Lahore High Court. The dedsion of courl is still pending.

13.2 AL Baraka islamic Bank

The Company has drawn down Rs. 30 milion out of total facility of Rs.30 million sanctioned in October, 2011. it cariies
mark up at the rate 6 months KIBOR plus 2.5 percent per annum { if pald with in 180 days) and 3months KIBOR plus 3

percent per annum ( if paid within 90 days). This facility has expired in June, 2012.
This facility s also secured against First Pari Passu charge over entire present and future fixed assets of the Company

induding free hold land and building on free hold tan,

The court on petition filed by the Bank ordered a decrea in favor of the bank.
r

13,3 Loan from Director- Unsecured

This represents interest free unsecured borrowing from the diredior, Schail Faraoq Shaikh, of the Company payable at

the convenience of the Company

14 PROVISION FOR TAXATION

No provision for current taxation has been made due to the reason that the Company has no taxatile income. Turnover
tax under section 113 of Income Tax Ordinance, 2001 does not apply as the Company has no turnover during the year

Defered tax asset is not recognized in the finandal statements because the Company has sufficient tax losses available
and it is pmbable that the Company wil not be able to utilize deductible temporary differences in near futura,

—_—

e a—
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15

16

15.1

15.2

153

154

155

15.6

CONTINGENCIES AND COMMITMENTS

The Sarhad Development Authority has filed an appeal in Peshawar High Court against the dedsion mada in the divil sut
(No: 180/1 ) on May 26, 2011 in favor of Suhail Jute Mills Limitad for the moovery of an amount of Rs.2,550.000 against
surmender of land measuring six acres situated af Gadoon Industrial Estate, Khyber Pakhtunkhwa. The Sarhad
Development Authority had acknowledged the surrender of land and made a payment of Rs.1,667,343 after deducting
charges of Rs, 882,657 which was retumed by the Company with the plea that total amount should be refunded. The
Company has also fled an appeal before the Distict Judge, Peshawar against other pleas related to this issue dismissed
in the above dedsion.

Income tax demand of Rs.8,771,178 for the tax year 2010 was raised against the Company under section 161/205 of the
income Tax Ordinance , 2001 which has been remanded back by Commissioner Inland Revenue(appeals) to the Deputy
Commissioner Inland Revenue for redatemnination of the liability, If any. The proceedings before Daputy Commissiones
inland Revenue has not yet finalized. The management and the tax advisor of the Company do not expect any
unfavorable outcome or serious loss fo the Company in this case.

The Company has secured running finance from Faysel Bank and Al Baraka Bank as disdosed in note to the finandal
statements. Thess Banks have filed suits for recovery of all outstanding over due principal and markup amount. In case
of Faysal Bank the proceedings are pending with Lahore High Court and there are remote ¢hances of decision in favor of
the Company. In case of Al Baraka Bank the Banking Court, Rawalpindi has already issued decree in favorof Bank,
which is not yet executed in view of charge on assets of Faysal Bank, as well and the Company is not pursuing the matter
further. Accordingly as Company is already in legal proceedings with both Banks markup on outstanding borrowing
amount has not been serviced and charged in these financial statements from July 01, 2014 in case of Faysal Bank and
from July 01, 2012 in case of Al Baraka Bank, The management and legal advisor are'of the opinion that markup freezes
upon decree by the court / initialion of recovery proceedings.

The company is contingently liable in respect of guarantees of Rupees 463,700 issued by the bank in nomnal courss of
business '

The Company is in litigation with sales tax authorities cirde 1, Rawalpindi for refund of sales tax amounting 1o Rs.2.452
million (2017 Rs. 2.452 million). The case is pending with the Honorable Lahaore High Court , Lahore.

The Company is in litigation with various parties for which cases have been filed by / against the Compeny in different
courts of law as normal business events.

2018 2017
CASHANDBANKBALANCES @ e L] S
Cash in hand 38,071 59,250
Cash at barks:
- in current accounts 188,15_1| 92 420
- in saving accounts = | 9 855
188,151 102,275
: 2274___23;‘ 161,525
ADVANCES DEFOSITS PREPAYVENTS AND OTHER RECEVARLES
Aovarpes - qarsidered good
"~ Enployess Zr58 2058
-Expaess 17,54 i3
Depeits 51,94 1910
Prepayerts 21632 270,380
Sahed Davelcprrent Audthaity © 2550000 250,000
Incorre taxwithheld (Refundetle) 1,646,604 1,520,017
Rent ecanvable : B 18000
Cther recenatbes - considered good 5032 12,133

5,216,800 5,179,180
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2018 2017
18 STORES AND SPARES Rupees
Stores 7,819,067 7,620,045
Spares 2,103,331 2.106,139
9,722,398 9,725,184
less: Frovision for obsolescence (7,784,741) (7.784,741)
1,937,657 1,940,443
19 STOCKS IN TRADE
Raw materials 824,389 824,389
Work in process B -
824,389 824,389
20 LONG TERM INVESTMENTS
Available for sale investment - Unquoted
Farooq Energy Companfy (Pv) Limited
190 shares (2017: 190) of Rs 1,000 each 180,000 190,000
2 LONG TERM SERCURITY DEPOSITS
SNGPL 30,000 30,000
Building 232 482 232 482
262,482 262,482
2 PROPERTY, PLANT AND EQUIPMENT 1,340,960,270 1,245,997 035
(schedule annexed)
23 LADMINISTRATIVE EXPENSES 231
Salaries, wages and benefits 9,435,948 10,059,932
Direciors’ meeting fee 4,500 9,500
Traveling 317,055 345 540
Motor vehide running experses 1,267,323 1,384,587
Entertainment 600,212 554 682
Printing and stationery 302,499 363,960
Comimunication 470,410 453 309
News paper and periodicals 44,526 54,402
Rent, rates and taxes 1,354,566 2,374 495
Utilities 3,530,219 3,113,933
Fees and subscription 101,088 148,009
Professional charges 770,740 889 850
Auditor’s remuneration 232 225,000 250,000
Diredors’ Remuneration 233 8,851,118 9,323 240
Depreciation 5,011,032 6,856,628
Repairs and maintenance 627,574 805,437
Insurance 164,597 -
Provfor obsolete stores - 1,458,778
Doubtiul debts written off - 11,554,312
Miscallaneous 55445 ____Sonor
33,137,852 50,081,341

Factory operating expenses for the year have been classified as administrative expenses as the factory remained un-

operational and the expenses incurred were of administrative nafure
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2018 2017
N RO O e
232 Awciitor's remunetation
Stetutory it 175,000 200,000
Sami- Annual eview fes 50,000 50,000
: 225,000 250,000

23.3 DIRECTOR'S REMUNERATION

The agregaie amounts charged in theses finandal staiements in respect of remuneration induding benefits applicable
to the managing direcior, directars end exeautives of the Company are given below.

218 2017
Fuspose Rupees
Directar Managing Director Drecior Menaging Director
Fed 4,500 9,500
Ramuneration 5,259,900 6,002,880
Renited accommodalion 2,363,100 2,148,300
Traveling and Corveyanos 22,000 105,722
Communication 4&941] 43,829
Utilities g 1,158,178 1,022 509
_ 4500 8851,119 9500 9.323 240

The Managing Director has also been provided with a8 Company maintained car, ullities and telgphone at his residence.

FINANCE COST

Vark-up on bridga finance

Interest on workers' profit participation fund
Bank charges

OTHER OPERATING INCOME

Income from financial assels

interest on bank deposits

lncome from assets other tian financlal assats
Rental income

Gain onsae of property, plant and equipment

LOSS PERSHARE
Logs for the yeer after {aalion
Weighted averags number of ordinary shares

Loss per share

There are no diutive patential ardinary shares outstanding as at reporting date.

2018 2017
. RIIQEEE

2,617,170 5227 129

3,735,002 2,884,360

| - 1Bsn 16285

8,525,772 8,274,343

) 248 249

{ 72,000 207,000

279,268 182 531

351,518 360 780

I (28312108) (57,975,.904)

4,000,000 3,745,000

{9.83) (15.48)
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2018 2017
27. CASH FLOWS FROM OPERATING ACTIVITIES Rupees

Lass before taxation (39,312,108) (57,975,904)
Adjustment for:
Finandal charges 6,525,772 8,274,343
Gain on sale of property, plant and equipment (279,268) (182,531)
Depreciation 5,011,033 6,856,628
Bad debts written off - 11,554,312
Provision for stores and spares obsolescence - 1,458,778
Staff retirement benefit 638,737 583,381

(27,415,834) (29,430,993)
Working capital changes:
(increase) / decrease in current assets
Stores and spare parts 2786 7,066
Advances deposits prepayments and other
receivables (37,620) (148,086)
increase / (decrease) in cumrent liabilities
Trade and other payables 7,787,152 7,647,899

7,752,318 7,506,879

Cash used in operations (19,663,516) (21,924,114)
Finandial charges paid (173,570) (162,825)
Employees' retirement benefits paid - (12,902)
Taxes paid = 5
Net cash used in operating activities et ;1_9183‘;,683) e (?2:695@45
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28. Financlal Instruments by category
28.1 Financial risk management objectives and policies:

The Company finances its operations through equity, borrowings and management of working capital
with a view fo maintaining an approprate mix betwesn varous sources of finance to minimize rsk.
Taken as & whole, the Company's risk arising from financial instruments is significant due to non-
avallability of finances to pay off the borowings from banks. This is due to no production since July

2010
Note 2018 2017
Rupeaes Rupeas

FINANCIAL ASSETS )
Long term investmant ¥ 180,000 160,000
Short term investments . 3,523,877 3,348,651
Advances deposits and prepayments 5,216,800 5,179,180
Cash and bank baiances { 227,223 L 161,525

9,157,801 8,877,356
FINANCIAL LIABILITIES
Staff retirament benefits [ 5,720,034 6,003,830
Loan from directors 192,657,842 170,265,962
Trade and other payables 158,503,488 ‘ 100,576,456
Accrued mark-up 54,086,276 54,086,276
Running finance wunder mark up 158,808,828 158,809,828
arrange ments : 569,777 468 488 742,452

29. FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES

The Company's activities expose itto certain financialrisks. Such financial risks emanate from varous factors
that include, but not limited to, market risk, credit risk and liquidity risk. The Company's overall risk
management focuses on the unpredictability of financial markets and seeks to minimize potential adverse
effects on the Company’s financial performance. Risks measured and managed by the Company are
explained in notes 29.1 , 20.2 and 29.3 balow: »

29.1 Credit risk and concentration of credit risk

Credit risk represents the accounting loss that would be recognized at the reporting date if counter
parties fall completely to perform as contracted.

Credit risk arisas from cash and cash equivalents, derivative financial instruments and deposits with
banks and financial institutions, as well as credit exposurés 1o customers, inciuding trade receivables
and committed transactions. Out of the total financial assels of Rupees 9,157,601 (2017 : Rupees
8,877 .358), the financlal assels that are subject to credit risk amounted to Rupeas 9,157,601 (2017 :
Rupees 8,877,356).

The maximum exposure to cradit risk as at June 30, 2018, along with comparative is tabulated below: ‘

Note 2018 2017
Rupees Rupees
Financlal assets f
Long term investment 190,000 190,000
Short term investments - 3,523,577 3,346,651
Advances deposits and prepayments 5,216,800 5,179,180
Cash and bank balances 227,223 161,525

8,157,601 8,877,356
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Due to the Company’s long standing business relationships with these counterparties and after giving
due consideration (o their strong financial standing, menagement does not expact non-performance by
iese counter parties cn thelr chligations to the Compeny.

20.2 Liquidity risk

Liquldity risk Is the risk that an enterprise will encounter difficulties In raising funds to mest
commitments essociated with financlal instruments. The managemenl is expased to Hquidity risk as the
bomowing facliities have explred, not renewad gnd payable at any time on demand of the sponsoring

bank.

The managemant forecasts the liquidity of the Company on basia of expacted cash flow considering
the leval of liquld assats necessary to meet such risk. This involves monitoring balance shest liquidity

ratios against internal and extemal regulatory requirements and maintaining debt financing plans.

Within one Mora than 2048 2017
ysar one ysar
€ - vomsmoammsmanmRUPS BB vcmne v v
Financial Liabiiities
Interest bearing:
Accrued mark-up 54,086,276 . 54,086,276 54,086,276
Shont tarm borrowing 351,467,870 . 351,467,670 223,210,499
Staff retiram ent - 5,720,034 5,720,034 6,003,830
Non Interest bearing:
Trade and other payables 158,503,488 - 156,503,488 100,576,456
Loan fraom directors 192,857,842 - 182,657,842 105,865,291
756,715,278 5,720,034 762435310 480,742 452

i

29.3 Market Risk
Currency Risk

Forslgn cumency risk arises mainly where recelvables and payables exist due to transactions entered

into foreign currencles, The Company primarily has no forelgn gumrency exposures.

Interest rate risk

interest / mark-up rate risk arises from the possibility that changes in interest/ mark-up rates will affect
the vaiue of financial instruments, At June 30, 2018 the Company's financial instrumants mainly
affected due to changes in the interest rates on amounis placed on daposits with banks wheare
changes in interest rates may have impacl on the fuluré'profils / cash flows. The effects of changes in
interest rates on the future profits arising on the balances placed on deposilts with banks is not
considered to be materal

30, RELATED PARTY TRANSACTIONS

The misled parties comprise of direciors, key managam ent parsonnel, entities over which he directors are able lo
exercise influsnce, major suppliers and employers funds. All transaclions with related parties are carriad out al arms
length prices delsmined in accordance with compareble unconkolied price method. The remuneraon of managing
director and other executives is given in nots 23.3 to the financial statements. Balances outstanding and ransaction made
with misted parties ol he year end are as follows:

Note 2018 2017
v Rupses Rupeas
Contribution to stafl retirement bonefita
Gralulty - oxpense changed 038,737 583,381
Gratulty - payment made = (12.802)]
Key mansgemant personnal
Managing Direcior
Loan recaivad 22,391,880 15,016,134
Loan repayments - 635,200
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2018 ' 2017 -
¥ Kgs Kgs i
31. PRODUCTION DATA s
Capacity on 360 days basis 8,000,000 6,000,000 ’
Production achieved i
Sacking cloth S . '
Hessian cloth - -
Twire - s

It Is difficult & describe precisely the production capacity of a Jute mill since it fluctuaies widely depending on the pattern
of preduction and numbsr of shifts worked In a particuiar year. The production facilities of the Company remained idle | I
throughout the year due to non avallability of raw material, 4

32, CAPITAL MANAGEMENT POLICIES AND PROCEDURES

The Company's objsctives when managing capital are to safeguard the Company's ability to confinue as a gaing concern

In omder to provide retums for shareholders and benefits for other stakeholders and to maintain an optimal capital ! |
structure to mduce the cost of capital. In order to maintain or adust the capite! structure, the Company may adust the ‘
amount of dividends pald to shareholders, retum capital to shareholders through repurchase of shares, issue new shares ‘
or sell asssts to reduce debt.

33. ENTITY-WIDE INFORMATION

33.1 The Company constitutes of a single mepartable segment, the principal classes of products are Jute Twine, Gunny
Bags, Hessian Cloth and Rice bags.

33.2 The Company's principal classes of products accounted for the following percentages of sales:

2018 . 2017
Jute Twine 0.00% 0.00%
Gunny bags 0.00% 0.00%
Hassian cloth 0.00% 0.00%
Others 0.00% 0.00%
0.00% 0.00%

33.3 Information about geographical areas
The Company does not hiold non-current assets in any foreign country.
33.4 information about major customers :
“The Company has not made sales to any mgor external customers which tantamountto 10 percent or more of the

entity's revenue.
2018 2017 i’
34, NUMBER OF EMPLOYEES |
Total number of amployees at end of he year 93 83
Average number of employees for the year . 94 94

35. DATE OF AUTHORIZATION FOR SSUE .
These Financial Statements were authorized for issue on 05t October 2018 by the Board of Directors of the Company.

L

(1

es have been rounded off o the nearest rupee and those of the previous i
e7arouiped wherever necessary o facllitate comparison. 3 ‘
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22 PROPERTY, PLAHT AND EQUPMIENT
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