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Gulistan Spinning Mills Limited

CORPORATE VISION / MISSION STATEMENT

Viscon

We aim at transforming Gulistan Spinning Mills Limited into a complete
Textile unit to further explore International Market of very high value
products. Our emphasis would be on product and market
diversifications, value addition and cost effectiveness. We intend to fully
equip the Company to acquire pioneering role in the economic
development of the Country.

. 1

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 emiployees and
present itself as a reliable partner to all business associates.
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Gulistan Spinning Mills Limited

NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that Annual General Meetingof Gulistan Spinning Mills Limited (the “Company™)
will be held at Trading Hall, Karachi Cotton Association-Building, 1.1. Chundrigar Road, Karachi on Friday,
October 31,2014 at 11:30 a.m., to transact the following business:

1. Toconfirm 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, 2014 together with Director's and Auditor's Reports thereon.

3. Toappoint Auditors of the Company for the next financial year 2014-15 and fix their remuneration. The
retiring Auditors M/s Mushtaq & Co. Chartered Accountants, being eligible, have offered themselves
for reappointment as Auditors ofthe Company. :

4. Totransactany other business with the permission of the Chairman.

Lahore: By Order of the Board
Dated: October 10, 2014 : Company Secretary
NOTES:

1. The share transfer books of the company will remain closed and no transfer of shares will be
accepted for registration from 24" October, 2014 to 31"October, 2014 (both days inclusive).

2. A member entitled to attend and vote at the general meeting may appoint any other member as
proxy and vote on his/her behalf. Duly completed proxies 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 alongwith participant ID &
their account number at the time of meeting in order to facilitate identification. In case of a
corporate entity, a certified copy of BOD resolution/valid power of attorney with specimen

~ signatures 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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Gulistan Spinning Mills Limited

DIRECTOR'S REPORT TO SHAREHOLDERS

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 the
Company for the year ended June 30, 2014 at the Annual General Meeting of Company.

Overview

The year under review has also been proved difficult period. Severe encrgy crises coupled with on-going financial impediments have obstructed the
utilization of production capacitics. The root cause for this underutilization had been non-availability of working capital facilities which were
blocked by the banks/financial institutions unilaterally, and resultantly the Company could not efficiently purchase sufficient raw material to run
the installed capacities at optimum level, This hindered the Company's plan to achieve the desired production targets which badly affected our sales
turnover as well as profitability of the Company. In spite of the ongoing adverse cventualities the Management is making all possible efforts (o
keep the Mills of the Company operational,

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 of financial obligations to ensure continued timely discharge of its commitmenis (o 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 planterms are in process of finalization and majority of financial institutions have agreed in principle to the
restructuring process. Once achieved it would improve the company's financial health and liquidity of the Company.

The Management is conscious of the issues that arc affecting our operations and are committed to plans to turn Company into profitable entity by
implementing the restructuring process for better financial position, strengthening our operations through proficient acumen, improving
manufacturing processes and offering better service W our customers.

Operating & Financial Performance

Operating indicators 014 2013
{Rupees) : (Rupees)

Sles 316,169,386 f03,481.851
Cast of goods sold 399,217,128 657,410,483
Financial cost 5,897,274 14,329,639
Pre tax Loss 110,351,599 116,337 870
Provision for taxation 13,058,558 13,147,379
Luoss after taxation 87,203 041 103,190,491

Future Outlock

The Company's Management in order to offset the effect of increased power cost and Rupee devaluation is trying hard to utilize the production
capacily to its optimum level.

The high cost of production resulting from higher cotton prices, rising energy costs, increasing prices of imported inputs due Lo depreciation of
Pakistani rupee, double digit inflation, and prolonged power cuts arc posing serious threats to textile sector. On these fronts the situation is
expected to remain volatile in the future.

Going forward, the Company is focusing on strategy o consolidate its customer base, rationalize production volume and achicve pricing targets to
increase profitability. Bottle neck in achieving these miles stones was non-availability of working capital lines. This impediment is expected (o be
over in near future as the restructuring process is expected to be completed soon and this would result in better utilization of production capacitics.
Once the ongoing reconciliation & restructuring process is completed, we would be in betler position o embark upon timely bener priced
procurement of the required raw materials. To increase profitability and improve performance. wide ranging and significant measures are being
implemented by the Company focusing on cost reduction and increase in margins

Subsequent to the restructuring and other proposed measures mentioned above, the Management of your Company envisages for the continuing
operations of the Company. With positive impact on finance costs, reduced costs, more effective management of resources and raw material
procurement, the Company is expected to operate profitably, subject to impact, if any, of uncontrollable external circumstances including power
crises and global market conditions

Auditors’ Observations

Aunditors’ 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 al advance stage and in this respect majonity of the banks/financial institutions have agreed in principle to it. A Scheme of Amrangement
by the Creditors is in process of finalization with the banks which 15 being drafted by the Transaction Lawyer and after its approval from
Honourable Sindh High Court, a syndicated restructuring agreement is proposed to be executed between the Company and respective banks,
According (o restructuring terms all ongoing litigations by or against the Company will be withdrawn by the respective parties.

The Management is making uimost efforts o recover from the present financial crises and has made its best and maximum possible effons o come
out from the prevailing misfortunes, Reluctantly, the Management has to retrench most of their manpower strength and has taken steps towards
resaurce conservations, effective utilizations of natural resources and raw materials. The Management therefore is of the view that afier
restructuning of debis going concern observation will be resolved,
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Gulistan Spinning Mills Limited

DIRECTOR'S REPORT TO SHAREHOLDERS

Due to pending litigation in the High Court against the Company for recovery of amount, the Company has not provided acerued mark-up in these
accounts. Consequently banks/financial institutions have not confirmed the amounts which are already dizputed 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 purchase cost effective timely raw material, manage the resources properly, combat
the pressures of local and global market and tackle with encrgy crises.

Caorporate Governance

Your Company has been complying with the rules & regulations of Securities and Exchange Commission of Pakistan and has implemented hetter
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 Mo of meeting attended
Mr. Tanveer Ahmed
Mr. Riaz Ahmed

M. Sohail Magsood
M. Umer Hayat Gill
Mr. Mtikhar Ali

Mr. Muhammad Shafig
Mr. Muhammad Yousaf

O .

Leaves of absence were granted to the members whao could not attend the mectings.
Audit Committee

The Board of Directors of the Company in compliance with the Code of Corporate Governance has established an Audit Committee. The names of
its members are given in the Company information.

HR & Remuneration Committee

The Board of Directors of the Company in compliance with the Code of Corporate Governance has also established HR & Remuneration
Committee. The names of its members are given in the Company information.

Internal Audit Function

The Board has implemented a sound and effective internal control system including operational, financial and compliance controls to carry on the
business of the Company in a controlled environment in an efficient manner to address the Company's basic objectives.

Internal audit findings are reviewed by the Audit Commitice, where necessary, action taken on the basis of recommendations contained in the
internal audil reports.

(‘.nrpm"atc Governance & Financial Reporting Framework
As required by the code of corporate governance, directors are pleased o report that:

¢ The financial statements preparcd by the Management of the Company present fairly its true state of affairs, the resulls of its operations, cash
flows and changes in equity.

*  Proper books of account of the Company have been maintained.

. Appropriate accounting policies have been consisiently applied in preparation of financial statements and accounting estimates are based on
reasonable and prudent judgment.

. International accounting standards, as applicable in Pakistan have been followed in preparation of financial statements,
*  The system of intérnal control is sound and has been effectively implemented and monitored.

*  The Board is satisfied that there is no concern as regard to going concern under the Code anid as duly explained in note 1.3 of Financial
Stalcments

e There has been no matcrial departure from the best practices of corporate governance as detailed in the listing regulations of the stock
exchanges.

o Key operating and financial data for the last six years i3 annexed.
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Gulistan Spinning Mills Limited

DIRECTOR'S REPORT TO SHAREHOLDERS

*  There arc no statutory payments on aceount of taxes, duties, levies and charges which are outstanding as on June 30, 2014 except for those
disclosed in the financial statements,

« Mo material changes and commitments affecting the financial position of your Company have occurred between the end of the financial
vear to which this Balance Sheet relates and the date of the Directors' Report, except for those disclosed in the financial statements,

EarningsiLoss) Per Share

The loss per share of the Company for the period ended June 30, 2014 was Rs. (6.65) as compared to the previous year of Rs. (7.05)
Dividends

Due to circumstances discussed above, the Board of Directors does not recommend dividend for the year ended on June Sﬁ, 2014
Corporate Social Responsibility

Your 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 shareholders 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 exchanges in
Pakistan.

Trading in Company's Shares

During the year under review the trading in shares of the Company by the Directors, Chicf Executive Officer, Chicf Financial Officer, Company
Secretary and their spouse and minor children is as follows:

Name Opening Balance Purchases Sales Closing Balance
as on 01.07.2013 as om HL06.2014
HIL KIL MIL MIL MIL

Statement on Value of Staff Retirement Benefit
As on June 30, 2014 deferred liability for gratmty is Bs. 14,275 702,
Auditors

Messrs Mushtag & Company, Chartered Accountants being eligible have offered themselves for re-appointment. The Audit Committes has also
recommended their appointment as External Auditors of the Company for the next financial year 2014-2015.

Pattern of Shareholding

The pattern of shareholding as at June 30, 2014 including the information under the code of corporate of governance is annexed.

Acknowledgement

Finally, the Board avail this opportunity to thank our valued customers and financial institutions whose faith and suppaort over the years has fostered
a mutually beneficial relationship which played a pivotal role in improving our products services and contributions to the economy.

The Board also wishes to place on record its appreciation for the employees members of management team for their efforts, commitment and hard
work and to the shareholders for the trust and confidence reposed in it,

On behalf of the Board

Lahore: TANYEER AHMED
October (9, 2014 CHIEF EXECUTIVE
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Gulistan Spinning Mills Limited

STATEMENT OF COMPLIANCE
WITH THE CODE OF CORPORATE GOVERNANCE

This statement is being presented to comply with the Code of Corporate Governance (CCG) contained in Regulation No. 35
oflisting regulations of Karachi Stock Exchange Limited for the purpose of establishing a framewuork of good governance, whereby
a listed company is managed in compliance with the best practices of corporate governance.

The Company has applied the principles contained in the Code in the following manner;

1. The Company encourages representation of independent non-executive directors on its Board of Directors. At present the Board
of Directors includes five (5) non-cxecutive direciors.
Category Names
Executive Directors Mr. Tanveer Ahmed and Riaz Ahmed
Non-Executive Directors Mr. Schail Maqsood, Mr. Muhammad Shafiq, Mr. Umer Hayat Gill, and
Mr. Muhammad Yousuf

2. The dircctors have confirmed that none of them is serving as a director in more than seven listed companies, including this
Company.

3. All the resident directors are registered as tax payers 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.

4, Mo casual vacancies occurring in the Board during the period under review

5. The company has prepared a “Code of Conduct™ and has ensured that appropriate Stcps have been taken to disseminate it
throughout the company along with its supporting policies and procedures.

6. 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.

7. 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.

8. 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.

9, The Company has arranged so far directors training program for one director and Two (2) Directors of the Company are exempt
from directors training program due to 14 years of education and approximately over 14 years of experience on the board of a
listed company.

10, 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.

11. The director's 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.

12. The financial statements of the company were duly endorsed by CEO and CFO before approval of the board.

13. The dircctors, CEO and executives do not hold any interest in the shares of the company other than that disclosed in the pattern
of sharcholding.

14. The Company has complied with all the corporate and financial reporting requirements of the CCG.

15. The Board has formed an audit committec. It comprises three members, of whom two are non-executive directors including
the chairman of the committee

16. The meetings of the audit committee were held at least once every quarter prior to approval of interim and final results of the

company and as required by the CCG. The terms of reference of the committec have been formed and advised to the committee
for compliance.
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Gulistan Spinning Mills Limited

17. The board has formed an HR and Remunération Committee, It comprises of three board members of whom two are non-executive
directors and chairman of the commitiee is a non-executive director.

i8. The board has set up an effective internal audit function who are considered suitably qualified and experience for the purpose
and are conversant with the policies and procedures of the Company,

19. 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)
guidelines on code of ethics as adopted by the ICAF.

20. The statutory auditors or the persons associated with them have not been appointed to provide other services exeept in
accordance with the listing regulations and the auditor's have confirmed that they have observed IFAC guidelines in this regard.

21. The ‘closed period', prior to the announcement of interim/final results, and business decisions, which may materially affect the
market price of company's securities, was determined and intimated to directors, employees and stock exchange(s).

22. Material/price sensitive information has been disseminated among all market participants at once through stock exchange(s).

23. We confirm that all other material principles enshrined in the CCG have been complied with.

Lahore October 09, 2014 Tanveer Ahmed
Chief Executive

ANNUAL REPORT 2014 | 09




Gulistan Spinning Mills Limited

REVIEW REPORT TO THE MEMBERS
ON STATEMENT OF COMPLIANCE WITH BEST PRACTICES OF
CODE OF CORPORATE GOVERNANCE

We have reviewed the enclosed statement of compliance with the best practices contained in the Code of Corporate
Governance (the Code) prepared by the Board of Directors of Gulistan Spinning Mills Limited for the year ended June
30, 2014 to comply with the requirements of Listing Regulation No. 35 of the Karachi Stock Exchange Limited and
Lahore Stock Exchange Limited where the company is listed.

The responsibility for compliance with the Code of Corporate Governance is that of the Board of Directors of the
company. Our responsibility is to review, to the extent where such compliance can be objectively verified, whether the
statement of compliance reflects the status of the company's compliance with the provisions of the Code of Corporate
Governance and report if it does not and to highlight any non-compliance with the requiremenis of the Code. 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 Code.

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

The Code requires the company to place before the audit committee and upon recommendation of the audit committee,
places before the Board of Directors for their review and approval its related party transactions distinguishing between
transactions carried out on terms equivalent to those that prevail in arm's length transactions and transactions which are
not executed at arm’s length price and recording proper justification for using such alternate pricing mechanism. We are
only required and have ensured compliance of requirement to the extent of approval of related party transactions by the
Board of Directors upon recommendation of the audit Committee, We have not carried out any procedures to determine
whether the related party transactions were undertaken at arm's length price or not.

Based on our review, nothing has come to our attention which causes us to believe that the statement of compliance does
not appropriately reflect the company's compliance, in all material respects, with the best practices contained in the Code
as applicable to the company for the year ended June 30, 2014,

MUSHTAQ & COMPANY
Chartered Accountants
Lahore: Engagement Partner:
Dated: October 09, 2014 Abdul Qadoos, ACA
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Gulistan Spinning Mills Limited

AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed Balance sheet of Gulistan Spinning Mills Limited as at June 30, 2014 and the related profit and loss account,
statement of comprehensive income, cash flow statement and statement of changes in equity together with the notes forming part thereof, for the
year then ended and we state that we have obtained all the information and explanations which, to the best of our knowledge and belief, were
necessary tor the purpose of our audit

It is the responsibility of the company's management to cstablish and maintain a system of internal control, and prepare and present the above said
statements in conformity with the approved accounting standards and the requirements of the Companics Ordinance, 1984, Our responsibility is to
express an opinion on these statements based on our audit.

We conducted our audit in accordance with the auditing standards as applicable in Pakistan. These standards require that we plan and perform
the audit to obtain reasonable assurance about whether the above said statements are [ree of any material misstatement. An audit includes
cxamining on a test basis, evidence supporting the amounts and disclosures in the above said statements. An audit also includes assessing the
accounting policics and significant estimates made by the management, as well as, evaluating the overall presentation of the above said
statements, We believe that our audit provides a reasonable basis for our opinion and, after due verifications, we report that;

a) As described in note 1.3 1o the financial statements, these financial statements have been prepared on going concem assumptions. The company
has incurred a net loss after tax of Rs, 97.293 million for the year ended June 30, 2014 and as on the said date its current liabilities exceed its
current assets by Rs. 1.469.099 million, its accumulated loss compute 1o Rs. 1,390.272 million and sharcholders' equity is negative by
Rs. 1215863 million. The company is facing several operational and financial constraints, further, the company is in hitigation with several
banking companies and financial institutions with claims pending adjudication against the company aggregale in excess of Rs. 1, 750851
million as mentioned in note 28.1.3 and 28.1.4, banking companies and financial institutions have blocked working capital lines and the
production facilities have not been fully operational from the year end to date. The accompanying financial statements have been prepared on
going concerm basis on the assumption that the company will be able to restart its operations in near future and that the oulecme of the pending
litigation against the company will result in favorable decision, however cerlain key assumplions in the financial and operations plans are not
ascertainable barring the credit lines being restructured and may only be evaluated upon ultimate outcome of pending litigation. These events
indicate a material uncertainty that may cause significant doubt on the company's ability to continue as going concern and thercfore, the
company may not be able to realize its asscts and discharge its liabilities in the normal course of business. In our opinion, the going concemn
assumption used in the preparation of these financial statements is inappropriate.

b

Az fully explained in note 235.1 the company has not provided for the mark-up / interest to the extent of and approximate to Rs. 148,122 052
{June 30, 2013; Rs. 148,840,263). Rs. 38,734,620 (June 30, 2013: Rs. 19,541,603) and Rs. 84,931 (June 30, 2013: Rs. 404,412) on outstanding
balances in respect of shorl term borrowings, long term financing and liabilitics against assels subject Lo finance lease respectively afier going
inte litigation with the banking companies and financial institutions. Had the company accounted for finance cost, the loss for the year would
have been higher by Rupees 186,945,603 and consequenily the aggregate amount of accrued markup (including previous unaccounted markup)
would have been increased by Rs. 355,731,881 and aggregate accumulated loss would have been higher by the same amount.

¢) As mentioned in note 7.3, 8.1, 16.2, 20,3, 22.3, 24.1, 24.2 and 26.3 we have not received reply of balance confirmation requests from banks
in respect of defence saving certificates amounted to Rs. 10,719,750, lease deposits amounted to Rs. 3,324,012, cash with banks amounied o
Rs. 5.038,756, long term loans from banking companies and financial institutions amounted to Rs. 150,000,000, liabilities against assels
subject 1o finance lease amounted to Rs. 17,199,239, Local LCs payable amounted to Bs. [10,830,493, foreign hills payable amounted o
Rs. 53,946,422 and short term borrowings amounting to Rs. 718,379,410 respectively.

d

=

in our opinion, except for the effects of matters referred in paragraph (a) to (¢} proper books of accounts have been kept by the company as
required by the Companies Ordinance, 1984;

€]} in our opinion;
(i)  the balance sheet and profit and loss account together with the notes thereon have not been drawn up in conformity with the Companies
Ordinance, 1984, The balance sheet and profit and loss account are in agreement with the books of accounts and arc further in

accordance with accounting policies consistently applied, except for the change in accounting policy as stated in note 5.1 and 5.2 to the
accompanying financial statements with which we concur;

(if) the expenditure incurred during the year was for the purpose of the company's business; and

{iii) the business conducted, investments made and the expenditure incurred during the year were in accordance with the ohjects of the
COmparny;

f} in our opinion and to the best of our information and according to the explanations given to us, due to the signilicance of the matters referred
in paragraph {a) to (c) above, the financial statements do not present fairly the financial position of the company as at June 30, 2014 and of its
financial performance and the cash flow for the year then ended in accordance with approved accounting standards as applicable in Pakistan,
and do not give the information required by the Companies Ordinance, 1984, and

g} in our opinion no £akat was deductible at source under the Zakat and Ushr Ordinance, 1980

MUSHTAQ & COMPANY

Chartered Accountants
Lahore: Engagement Partner:
Dated: October 09, 2014 Abdul (Qadoos, ACA
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Gulistan Spinning Mills Limited

BALANCE SHEET
AS AT JUNE 30, 2014

ASSETS

NON CURRENT ASSETS
Property, plant and equipment
Long lerm investments
Long term deposits

CURRENT ASSETS

Stores, spare parts and loose tools

Stock in trade

Trade debis

Loans and advances

Trade deposits and short term prepayments
Interest accrued

Tax refunds due from Government

Cash and bank balances

SHARE CAPITALAND RESERVES
Authorized capital

15,000,000 (June 30, 2013 15,000,000) ordinary shares of Rs. 10

cach

Issued, subscribed and paid up capital
Reserves
Accumulated loss

Surpluz on revaluation of property, plant and equipment
NON CURRENT LIABILITIES

Long term financing

Long term financing from related partics
Liabilitics against assets subject o finance lease
Deferred liabilities

CURRENT LIABILITIES

Trade and other payables
Accrued mark up / intérest
Short term borrowings
Current portion of;
Long term [inancing
Liabilitics against assets subject to finance lease
Provision for taxation

CONTINGENCIES AND COMMITMENTS

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

Tanveer Ahmed
Chief Executive
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177,818,341 ROH3, 0000, (D0 1603, (00, D00
340,273,708 370,502,613 243,821 B33
423,211,210 387,264,073 443 110,306
16,841,346 12,444 332 10,412,613
1,147.576,253 1,247,190,971 1,241,786,407
171,428,572 171,428,572 180,000,000
17,199,239 17,595 397 18,969,781
9,834,681 11,653,176 12,877,164
1,786,091 300 1,847 576,521 1.907.156.271
1,862,363,138 1,964,086,731 2,139.626,321
Sohail Magsood
Director




Gulistan Spinning Mills Limited

PROFIT AND LOSS STATEMENT
FOR THE YEAR ENDED JUNE 30, 2014

Sales - net
Cost of sales

Gross loss
Other income

Distribution cost
Administrative expenses
Other operating expenses
Finance cost

Share of loss from associates

Loss before taxation
Taxation

Loss for the year

Loss per share - basic and diluted

The annexed notes form an integral part of these financial statements,

Tanveer Ahmed
Chief Executive

2013
e (Restated)
Note I Rupees

29 36,169,386 603,481,851
30 (399,217,128) (657.410,483)
(83,047,742) . (53,928,632)

3l 6,058,009 9,190,855
{76,989,733) (44.737.777T)

iz 320,478 9,300,972

33 26,927,179 40,414,405

34 187,208 4,197,703

35 5,897,174 14,329,639
(33,332,139) (68.242,719)
(110,321,371} (112,980,496)
(29,728) (3.357.374)
(110,351,599) (116,337,870}

36 13,058,558 13,147,379
{97,293,041) (103,150,491)

37 (6.65) (7.05)
Sohail Magsood
Director
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Gulistan Spinning Mills Limited

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2014

Note
Loss for the year
Other comprehensive income:
Items that can be reclassified to profit or loss accounts |
Unrealized gain / (loss) available for Sale investment

Items that cannot be reclassified to profit or loss accounts

Remeasurement recognized - gain / (losses)

Total comprehensive loss for the year

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

Tanveer Ahmed
Chief Executive

14 | ANNUAL REPORT 2014

2014 ed
(Restated)
[ Rupees |
(97,293,041) (103,190,491)
(1,097) =
2,606,594 (207,698)
{94,687,545) {103,398, 185)
Sohail Magsood
Director
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Gulistan Spinning Mills Limited

CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2014

013
2014 (Restated)
Note | Rupees
CASH FLOWS FROM OPERATING ACTIVITIES
Loss before taxation (110,351,59%) (116.337.870)
Adjustments for:
Depreciation 54,558,555 57,621,896
Provision for staff retirement benefits - gratuity 5,756,520 7.947,203
Share of loss from associates 19,728 3,357.3™
Finance cost 5897274 14,329,639
Gain on disposal of property, plant and equipment (300,347) {451,621)
Ciain on sale of equity investment - {1,727,249)
(Gain on ceasation of equity method on associates (16,831) -
Interest accrued (1,340,705) (1,359.777)
Cash flows hefore change in working capital (45,767,406) (36,620,405)
Changes in working capital 38 86,589,588 57,230,160
Cash generated from operations 40,822,182 20,609,764
Finance cost paid (1,500,260) (12,297.920)
Dividend paid - -
Staff retirement benefits - gratuity paid (10,460,536) (5,964,354)
Income taxes paid (1,818,495) (2,794.076)
(13,779,292) (21,056,350)
MNet cash generated from / (used in) operating activities 27.042,8%0 (446,586)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment (2,342,333) (4,787,195
Proceeds from sale of property, plant and equipment 350,000 630,000
Proceeds from sale of equity instrument 2,075,700
Defence saving certificates en-cashed = -
Long term deposits (1,507,500) 735,468
Interest received 381,737 432342
Dividend received -
Met cash used in investing activities (3,118,096) {913,685)
CASH FLOWS FROM FINANCING ACTIVITIES
Long term financing paid - (8.571,428)
Proceeds form long term financing -
Repayment of liabilitics against assets subject to finance lease (396,158) (1,374.384)
Short term borrowings - net (98,614,538) 12,811,352
Net cash (used in) / generated from financing activities (24,192,355) 2,865,540
Met {decrease) / increase in cash and cash equivalents (267,561) 1,505,269
Cash and cash equivalents at the beginning of year 2,512,907 1007638
Cash and cash equivalents at the end of year 40 2,245,346 2,512,907
The annexed notes form an integral part of these financial stalements.
Tanveer Ahmed Sohail Magsood
Chief Executive Director
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Gulistan Spinning Mills Limited

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2014

| Heserves ]
Share capital L Un realized gain / (loss) on Revenue Total
S;hln: reminm| | TEMmeasurement of available | [Accumulated pro
g for zale investment 1 (hoss)
L Rupees |

Balance as at 01 July 2012 - as originally reported 1464 10,000 15,000,000 - (1,321,282 501) (1,149,872 501}
Effect of retrospective applicationof change  in an
accounting policy referred in note 5.1 - - - (2,905,560) (2.905,560)
Effect of retrospective applicationof change 1n an !
accounting policy referred in note 5.2 = - - (582,673} (582.673)
Balance as at 01 July 2012 - restated 146,410 O 25,000 (00 - (1,324,770,734) (1,153,360, 734)
Transfer From Surplus on revaluation of Propenty
Plant and equipment on account of incremental
depreciation net of tax . - - 27,332 440 27,332,440
Share from Associates of Incremental Depreciation

- - 3463136 3,463,136
Share of revaluation of Property, Plant & Equipment
realized on dispesal of equity instrument - - - 10,985 443 10,985 443
Tetal comprehensive (loss) for the year - restated - - - {103,398, 189) (103,398 18%9)
Balance as at June 30, 2013 - restated 146,410,000 25,000,000 - (1,386,387 904) (1,214,977 904}
Transfer from surplus on revaluation of property.
plant and equipment on account of incremental
depreciation - net of tax . - - 26,512,831 26,512,831
Share fromassociates of incrementaldepreciation - ;
net of tax - - - 23541 23,541
Share of revaluation of property, plant  and
equipment realized on dispasal of equity instruments - = - 64,265 859 64,265 859
Unrealized gain on available for sabe Investment - - (1.0897) - (1,047
Tedal comprehensive ( loss) for the year - - - (54,686 448) (94 686,448)
Balance as at June 30, 2014 144,410,000 25,000, (44 (1.097) (1,390.272,12) (1,218,863.218}
The annexed notes form an integral part of these financial statements.
Tanveer Ahmed Sohail Magsood
Chief Executive Director
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Gulistan Spinning Mills Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2014

1 Legal status and nature of business

1.1

1.2

1.3

The company is limited by shares, incorporated in Pakistan on February 23, 1987 under the Companies Ordinance,
1984 as a public limited company and is quoted on stock exchanges at Karachi and Lahore. The registered office of the
company is situated at 2nd Floor, Finlay House, L.I. Chundrigar Road, Karachi in the province of Sindh, Pakistan.

The principal business of the company is to manufacture and sale of vam. The manufacturing unit is located at District Kasur
in the Provinee of Punjab.

Going concern assum ption

During the vear ended June 30, 2014 the company has incurred a net loss after tax of Rs, 97.293 million and as on the said
date its current liabilities exceed its current assets by Rs. 1,469.099 million and its accumulated loss compute 1o Rs, 1,390.272
million. As fully explained in note 28 of these financial stalement the company is in litigation with several banking companies
and financial institutions, as a consequence these banking companies and financial institutions have blocked and curtailed the
working capital lines of the company and froze the funds in bank accounts, rendering the company not being able to operate
in its normal course due to the liquidity crisis and has resulted in losses. These conditions along with adverse key financial
ratios and the pending litigations with the banking companies and financial institutions indicate the existence of material
uncerainty which may cast significant doubt about the company’s ability to continue as a going concem and therefore, that it
may be unable 1o realize its assets and discharge its liabilities in the normal course of business. These financial statements,
however, have heen prepared under the going concern assumptions based on the following mitigating factors:

{a) the management of the company is negotiating an amicable settlement of the pending litigations with the banking
companies and financial institutions. Series of meetings in this regards have also been held and the matter is being
persuaded aggressively with the banks and financial institutions. The company has appointed leading financial institution
for restructuring of financial debts of the company. As per the indicative term sheet the banking companies and financial
institutions will release the blocked working capital lines and raw material in order to run the operations smoothly;”

(b} the management have made arrangements whereby third party cotton is being processed against processing fee for
utilization of unutilized capacity in spinning segment;

{c) the management has also undertaken adequate steps towards the reduction of fixed cost and expenses which are at various
stages of implementation. Such steps include, but not limited to, rightsizing of the man power, resource conservation,
close monitoring of other fixed cost ete. The management is certain to generate sufficient savings as consequences of
adapting all such measures, v

{d) the management expects equity injection from the sponsoring directors and detailed plans about the tming and magnitude
of the cquity injection have been submitted to the banking companies and financial institutions, The management believes
that this equity injection will help the company in overcoming the current working capital deficit and will assist in
finalization of there structuring / rescheduling plans

The management anticipates that above steps will not only bring the Company out of the existing financial crisis but also
contribute significantly towards the improvement of the Company Financial Position in the foreseeable future.

2 BASIS OF PREPARATION

2.1

2.2

2.3

Statement of compliance

These financial statements have been prepared in accordance with the requirements of the Companies Ordinance, 1984
(the Ordinance), directives issued by the Securities and Exchange Commission of Pakistan (SECF) and approved
accounting standards as applicable in Pakistan. Approved accounting standards comprise of such International Financial
Reporting Standards (IFRSs) as are notified by the provisions of and directives issued under the Ordinance. Wherever
the requirements of the Ordinance or directives issued by the SECP differ from the requirements of the approved
accounting standards, the Ordinance and the said directives have been followed.

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.

Standards, interpretations and amendments to published approved accounting standards

ANNUAL REPORT 2014 | 17




Gulistan Spinning Mills Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2014

111

2.3.2

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

Following are the amendments that are applicable for accounting periods beginning on or after January 1, 2013:

IAS 19 Employee Benefits (amended 2011). The amended 1AS 19 includes the amendments that require actuarial gains
and losses to be recognized immediately in other comprehensive income; this change will remove the corridor method
and eliminate the ability for entities to recognize all changes in the defined benefit obligation and in plan assets in profit
or loss, which currently is allowed under TAS 19; and that the expected return on plan assets recognized in profit or loss
is calculated based on the rate used to discount the defined benefit obligation. The Company's policy was to account for
acluarial gains and losses using the corridor method. The change of accounting policy and its impact are further
discussed innote 5.1 of the financial statements,

Offsetting Financial Assets and Financial Liabilities (Amendments to IFRS 7). The amendments to IFRS 7 contain new
disclosure requirements for financial assets and liabilitics that are offset in the statement of financial position or subject
to master netting agreement or similar arrangement. The amendment does not have any effect on the company.

IFRIC 20 - Stripping cost in the production phase of a surface mining. The interpretation requires production stripping
cost in a surface mine to be capitalized it certain criteria are met. The amendments have no impact on financial
statements of the Company. The amendment does not have any effect on the company.

Standards, interpretations and amendments to existing standards that are applicable to the company but are not
yet effective:

The following amendments and interpretations to existing standards have been published and are mandatory for the
company's accounting periods beginning on or after their respective effective dates:

Oflsetting Financial Asscts and Financial Liabilities {Amendments to IAS 32) — (effective for annual periods beginning
on or after | January 2014). The amendments address inconsistencies in current practice when applying the offsetting
criteria in TAS 32 Financial Instruments: Presentation. The amendments clarify the meaning of *currently has a legally
enforceable right of set-off"; and that some gross settlement systems may be considered equivalent to net settlement.

IAS 39 Financial Instruments: Recognition and Measurement- Novation of Derivatives and Continuation of Hedge
Accounting { Amendments to IAS 39) (effective for annual periods beginning on or after 1 January 2014). The narrow-
scope amendments will allow hedge accounting to continue in a situation where a derivative, which has been designated
as a hedging instrument. is notated to the effect clearing with a central counter party as a result of laws or regulation, if
specific conditions are met (in this context, a novation indicates that parties to a contract agree to replace their original
counter party with a new one). The amendments have no impact on financial statements of the Company.

IFRIC 21- Levies ‘an Interpretation on the accounting for levies imposed by governments® (effective for annual periods
beginning on or after 1 January 2014). IFRIC 21 is an interpretation of IAS 37 Provisions, Contingent Liabilities and
Contingent Assets, [AS 37 sets out criteria for the recognition of a liability, one of which is the requirement for the
entity to have a present obligation as a result of a past event (known as an obligating event). The Interpretation clarifies
that the obligating event that gives rise to a liability to pay a levy is the activity described in the relevant legislation that
triggers the payment of the levy. The Interpretation has no impact on financial statements of the Company.

Amendment to [AS 36 “Impairment of Assets™ Recoverable Amount Disclosures for Non-Financial Assets (effective for
annual periods beginning on or after January 01, 2014). These namow-scope amendments to [AS 36 Impairment of
Assets address the disclosure of information about the recoverable amount of impaired assets if that amount is based on
fair value less costs of disposal. The amendments have no impact on financial statements of the Company.

IAS 28 Investments in Associates and Joint Ventures (2011) - (effective for annual periods beginning on or after January
01, 2015), IAS 28 (2011) supersedes 1AS 28 (2008). IAS 28 (2011) makes the amendments to apply IFRS 5 to an
investment, or a portion of an investment, in an associate or a joint venture that meets the criteria to be classified as held
for sale; and on cessation of significant influence or joint control, even if an investment in an associate becomes an
investment in a joint venture, The amendments have no impact on financial statements of the Company.
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Gulistan Spinning Mills Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2014

IAS 27 Separate Financial Statements (2011) - (effective for annual periods beginning on or after January 01, 2015).
IAS 27 (2011) supersedes 1AS 27 (2008). Three new standards IFRS 10 - Consolidated Financial Statements, [FRS
11- Joint Arrangements and IFRS 12- Disclosure of Interest in Other Entities dealing with IAS 27 would be applicable
effective January 01, 2015 TAS 27 (2011) carries forward the existing accounting and disclosure requirements for
separate financial statements, with some minor clarifications. The amendments have no impact on financial statements
of the Company.

IFRS 10, 'Consolidated Financial Statements’, applicable from January 01, 2015, build on existing principles by
identifying the concept of control as the determine factor in whether an entity should be included within the consolidated
financial statements of the parent company, The standard provides additional guidance to assist in the determination of
control where this is difficult to assess.

IFRS 11, 'Joint Arrangements', applicable from January 01, 20135, is a more realistic reflection of joint arrangements by
focusing on the rights and obligations of the arrangement rather than its legal form, There are two types of joint
arrangement; joint operations and joint ventures. Joint operations arise where a joint operator has rights to the assets and
obligations relating to the arrangement and hence accounts for its interest in assets, liabilities, revenue and expenses.
Joint ventures arise where the joint operator has rights to the net assets of the arrangement and hence equity accounts for
its interest, Proportional consolidation of joint ventures is no longer allowed.

IFR512, 'Disclosures of interests in other entities', applicable from January 01, 2015, this standard includes the disclosure
requirements for all forms of interests in other entities, including joint arrangements, associates, special purpose vehicles
and other off balance sheet vehicles.

IFRS 13, 'Fair value measurement’, applicable from January 01, 20135, this standard provides a precise definition of fair
value and a single source of fair value measurement and disclosure requirements for use across [FRSs. The requirements
do not extend the use of fair value accounting but provide guidance on how it should be applied where its use is already
required or permitted by other standards within IFRSs or US GAAP.

Annual Improvements 2010-2012 and 2011-2013 cycles (most amendments will apply prospectively for annual period
beginning on or after July 01, 2014). The new cycle of improvements contain amendments to the following standards:

IFRS 2 *Share-based Payment®, IFRS 2 has been amended to clarify the definition of *vesting condition’ by separately
defining *performance condition® and ‘service candition’. The amendment also clarifies both: how to distinguish between
a market condition and a non-market performance condition and the basis on which a performance condition can be
differentiated from a vesting condition,

IFRS 3 ‘Business Combinations’. These amendments clarify the classification and measurement of contingent
consideration in a business combination. Further, [IFRS 3 has also been amended to clarify that the standard does not
apply to the accounting for the formation of all types of joint arrangements including joint operations in the financial
statements of the joint arrangement themselves.

IFRS B ‘Operating Segments’ has been amended to explicitly require the disclosure of judgments made by management
in applying the aggregation criteria. In addition this amendment clarifies that a reconciliation of the total of he
reportable segment’s assets to the entity assets is required only if this information is regularly provided to the entity’s
chief operating decision-maker. This change aligns the disclosure requirements with those for segment liabilities.,

Amendments to IAS 16 "Property, Plant and Equipment” and [AS 38 *Intangible Assets’, The amendments clarify the
requirements of the revaluation model in IAS 16 and IAS 38, recognizing that the restatement of accumulated
depreciation (amortization) is not always proportionate to the change in the gross carrying amount of the asset.

1AS 24 ‘Related Party Disclosure”. The definition of related party is extended to include a management entity that
provides key management personnel services to the reporting entity, either directly or through a group entity,

IAS 40 ‘Investment Property’. LIAS 40 has been amended to clarify that an entity should assess whether an acquired
property is an investment property under [AS 40 and perform a scparate assessment under IFRS 3 to determine
whether the acquisition of the investment property constitutes a business combination.

There are no other IFRSs or IFRIC interpretations that are not yet effective that would be expected to have a material
impact on the company.
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Gulistan Spinning Mills Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2014

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

) IFR3 9, ‘Financial Instruments’, addresses the classification, measurement and derecognition of financial assets and
financial liabilities. The standard is not applicable until January 01, 2013 but is available for carly adoption. This is the
first part of a new standard on classification and measurement of financial assets and financial liabilities that will replace
IAS 39, *Financial Instruments’ Recognition and measurement’. IFRS 9 has two measurement categories: amortized cost
and fair value, All equity instruments are measured at fair value. A debt instrument is measured at amortized cost only if
the entity is holding it to collect contraciual cash flows and the cash flows represent principal and interest. For liabilities,
the standard retains most of the IAS 39 requirements. These include amortized-cost accounting for most financial
liabilities, with bifurcation of embedded derivatives. The main change is that, in cases where the fair value option is
taken for financial liabilities, the part of a fair value change due to an entity’s own credit risk is recorded in other
comprehensive income rather than the income statement, unless this creates an accounting mismatch. This change will
mainly affect the financial institutions. There will be no impact on the company’s accounting for financial liabilities, as
the new requirements only affect the accounting for financial liabilities that are designated at fair value through profit or
loss, and the company does not have any such liabilities.

234 Standards, interpretations and amendments to published standards that are effective but not relevant to the
company

2 The other new standards, amendments and interpretations that are mandatory for accounting periods beginning on or
after July 1, 2013 are considered not to be relevant or to have any significant impact on the company’s financial reporting
and operations.

BASIS OF MEASUREMENT

These financial statements have been prepared under the historical cost convention except for revaluation of certain
financial instruments at fair value, freehold land and property, plant and equipment al revalued amount and recognition of
cerlain staff retirement benefits at present value,

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

LN | Provision for taxation

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

32 Staff retirement benefits - gratuity

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

i3 Financial instrumenis

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

34 Property, plant and equipment

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

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2014

35

L6

Stocks in trade and stores, spares and loose tools

The company reviews the net realizable value of stock in trade and stores and spares to assess any diminution in the
respective carrying values, Any change in the estimates in future years might affect the carrying amounts of stock in
trade and storcs and spares with a corresponding affect on impairment. Net realizable value signifies the estimated
selling price in the ordinary course of business less estimated cost of completion and the estimated costs necessary to
make the sale. Valuation of raw material, work in process and finished goods as on June 30, 2013 has been made using
the following accounting estimates and judgments:

3151 Valuation of raw material

Raw material have been valued at cost or net realizable valee which ever is lower as defined in Inierational Accounting
Standards (IAS) 2 "Inventories®.

352 Valuation of finished goods

Finished goods have been valued at lower of cost or net realizable value as defined in International Accounting Standards
(IAS) 2 "Inventories”.

3.5.3 Valuation of work in process
Work in process has been valued at value of cotton as determined above plus overhead cost.
354 Valuation of waste
Waste has been valued at net realizable value as defined in International Accounting Standards (IAS) 2

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

3.6.1 Provision for doubtful debts
3.6.2 Computation of deferred taxation
3.6.3 Disclosure of contingencies

4 SIGNIFICANT ACCOUNTING POLICIES

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

4.1

Property, plant and equipment - awned
Recognition

ltems of property, plant and equipment are stated at cost less accumulated depreciation and accumulated impairment losses with
the exception of free hold land which is measured at revalued amount less accumulated impairment losses, buildings, power
houses, electric installation, factory installation, factory equipment, air conditioner and lease hold power house which are
measured at revalued amount less accumulated depreciation and accumulated impairment losses.

Cost of items of property, plant and equipment comprises purchase price, including import duties and non refundable purchase
taxes, after deducting trade discounts and rebates, and includes other costs directly attributable to the acquisition or construction,
erection and installation. Major rencwals and improvements o an item of property, plant and equipment are recognized in the
carrying amount of the item if it is probable that the embodied future economic benefits will flow to the company and the cost
of renewal or improvement can be measured reliably. The cost of day to day servicing of property, plant and equipment are
recognized in profit and loss as incurred.

Surplus arising on revaluation of an item of property, plant and equipment is credited to surplus on revaluation of property, plant
and equipment, cxcept to the extent that it reverses deficit on revaluation of the same assets previously recognized in profit and
loss, in which case the surplus is credited to profit and loss to the extent of deficit previously charged to income. Deficit on
revaluation of an item of property, plant and cquipment is charged to profit and loss to the extent that it exceeds the balance, if any
held in surplus on revaluation of property, plant and equipment relating to previous revaluation of that item. On subsequent sale
or retirement of revalued item of property, plant and equipment, the attributable surplus net of deferred tax, if any, remaining in
the surplus on revaluation of property, plant and equipment is transferred directly to unappropriated profit. An amount equal to
incremental depreciation, being the difference between the depreciation based on revalued amounts and that based on original
cost, net of deferred tax, if any, is transferred from surplus on revaluation of property, plant and equipment to unappropriated
profit every year.
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4.2
4.2.1

422

4.4

4.5

Depreciation

Depreciation on all items of property, plant and equipment except for freehold land is charged to profit and loss applying
the reducing balance method over the useful life of each item at the rates specified in the respective note. Depreciation on
additions is charged from the day on which the asset is available for use, while on disposals depreciation is charged up to
the date of disposal or when the item is classified as held for disposal.

The useful life and depreciation method are reviewed periodically to ensure that the method and period of depreciation are
consistent with expected pattern of economic benefits from items of property, plant and equipment,
Derecognition

An item of property, plant and equipment is derecognized on disposal or when no future economic benefits are expected
from its use or disposal. Any gain or loss arising on derccognition of the asset (calculated as the difference between the
nct disposal proceeds and carrying amount of the assels) is recognized in profit and loss in the year in which the asset is
derecognized.

Accounting for leases and assets subject to finance lease

Finance lease

Recognitien

Leascs where the company has substantially all the risks and rewards of ownership arc classified as finance lease. Assets
subject to finance lease are initially recognized at the commencement of the lease term at the lower of present value of

minimum lease payments under the lease agreements and the fair value of the leased assets, each determined at the
inception of the lease.

Subsequently these assets are stated at cost less accumulated depreciation and any identified impairment loss. The related
rental obligations, net oft finance cost, are included in liabilities against assets subject to finance lease. The liabilities are
classified as current and non current depending upon the timing of payments.

Financial charges

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

Depreciation

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

Deferred income

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

Operating lease

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

Non - current assets classified as held for sale

Assets that meet the criteria to be classified as held for sale to be measured at the lower of carrying amount and fair
value less costs to sell and depreciation on such assets to ceasc. Assets classified as held for sale and liabilities
directly associated with the assets classified as held for sale to be presented separately in the balance sheet. Any
impairment loss on reclassification recognized in profit and loss account. Any gain or loss on disposal recognized
also in profit and loss account. - i

Capital work in progress

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

Investments
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4.5.1 Regular way purchase or sale of investments

All purchases and sales of investments are recognized 1.Lsin,g'rra.d= date accounting. Trade date is the date that the company
commits to purchase or sell the investment.

4,52 Investments in equity instruments of associated companies

Associates are all entities over which the company has significant influence but not control, investments in these are accounted for
using the equity method of accounting and are initially recognized at cost.

The company’s share of ils associates' post acquisition profits or losses is recognized in the profit and loss account, and its share of
post acquisition movements in reserves is recognized in reserves. The cumulative post acquisition movemnents are adjusted against
the carrying amount of the investment, Distribution received from an associate reduce the carrying amount of the investment.

After application of the equity method, including recognizing the associate’s losses, the company applies the requirements of
International accounting standard {1AS) 39, to determine whether it is necessary to recognize any additional impairment loss with
respect to the net investment in associated undertakings.

The entire carrying amount of the investment is tested for impairment in accordance with 1AS 36 as a single asset, by comparing
its recoverable amount (higher of value in use and fair value less costs to sell) with its carrying amount, whenever application of
the requirements in [AS 39 indicates that the investment may be impaired. The recoverable amount of an investment in an
associale is assessed for each associate, unless the associate does not generate cash inflows from continuing use that are largely
independent of those from other assets of the entity.

4.5.3 Available for sale investments

Investments classified as available for sale are initially measured at cost, being the fair value of consideration given. At subsequent
reporting dates, these investments are remeasured at fair value (quoted market price), unless fair value cannot be reliably measured.
The investments for which a quoted market price is not available, are measured al cost as it is not possible to apply any other
valuation methodology, Unrealized gains and losses arising from the changes in the fair value are included in fair value reserves in
the period in which they arise,

All purchases and sales are recognized on the trade date which is the date that the company commits to purchase or sell the
investment, except for sale and purchase of securities in future market which are accounted for at settlement date. Cost of purchase
includes transaction cost.

At cach balance sheet date, the company reviews the camying amounts of the investments (o assess whether there is any indication
that such investments have suffered an impairment loss. If any such indication exists, the recoverable amount is estimated in order
to determine the extent of the impairment loss, if any. Impairment losses are recognized as expense. In respect of available for
sale investments, cumulative impairment loss less any impairment loss previously recognized in profit and loss account, is
removed from equity and recognized in the profit and loss accounts, Impairment lﬂss:s recognized in the profit and loss account on
equity instruments are not reversed through the profit and loss accounts,

454 Other Investments

Other Investment like Defence saving certificate are held to maturity. Interest is accrued on these investments according to the rate
provided by the issuer.

4.55 Derecognition

All investments are derecognized when the rights to receive cash flows from the investments have cxp:r:d or have been transferred
and the company has transferred substantially all risks and rewards of ownership.

4.6  Long term deposits
These are staled at cost which represents the fair value of consideration given.
4.7  Stores, spare parts and loose tools

These are valued at lower of cost and net realizable value. Cost is determined by moving average method. Items considered obsolete
are carried at nil value. Items in transit are valued at cost comprising invoice value plus other charges incurmed thereon,
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4.5

45.1

481
4.83

4.9

4.10

4.11

4.12

4.12.1

4.12.2

Stock in trade

These are valued at lower of cost and net realizable value exeept waste which is valued al net realizable value. Cost is
determined as follows.

Raw material

In hand Weighted average cost

In transit Cost comprising invoice value plus other charges incurred thereon
Finished goods and work in process Raw material cost plus appropriate
Waste Met realizable value

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

Trade debts and other receivables

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

Cash and cash equivalents

Cash in hand, cash at bank and short term deposits, which are held to maturity, are carried at cost. For the purpose
of cash flow statements, cash and cash equivalent comprise cash in hand, with banks on current accounts & deposit
certificates and temporary overdrafls,

Stafl retirement benefits
Defined benefit plan

The company operates an unfunded gratuity scheme covering for all its permanent employees who have attained the
minimum gqualifying period for entitlement to the gratuity.

Provision is made annually to cover the obligation on the basis of actuarial valuation and charged to income currently.
The most recent actuarial valuation was carried on June 30, 2014 using the Projected Unit Credit Method.

Expense comprising of current service cost and interest cost is recorded in profit and loss account, whereas any
remeasurements due to actuarial assumptions are charged to other comprehensive income as and when they arise.

Taxation

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

Current

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

Deferred

Deferred tax is provided, using the balance sheet liability method, on all temporary differences at the balance sheet
date hetween the tax base of assels and liabilities and their carrying amounts for financial reporting purposes,
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4.13

4.14

4.15

4.16

417

4.18

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

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

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

Trade and other payables

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

Provisions

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

Borrowings and borrowing costs

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

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

Revenue recognition

Revenue is measured at fair value of the consideration received or receivable and presents amount received or receivable
for goods and services provided in the normal course of business.

Sale of goods are recognized when the goods are dispatched.
Dividend income on investment is recognized when the right to receive the dividend have been established.

Mark up on loans to related parties and profit on saving accounts is acerued on time basis, by reference to the principal
outstanding and at the effective profit rate applicable.

Foreign currencies

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

Financial instruments

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

All financial assets and financial liabilities are initially measured at cost, which is the fair value of the consideration given,
and received respectively. These financial assets and liabilities are subsequently measured at fair value, amortized cost or cost,
as the case may be. The particular recognition methods adopted are disclosed in the individual policy statements associated
with each item.
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4.19

4.21

4.22

423

4.24

Offsetting of financial assets and liabilities

A financial asset and financial liability is offset and the net amount is reported in the balance sheet if the company has
a legal enforceable right to set off the recognized amounts and intends either to settle on net basis or 1o realize the
assets and the liabilities simultaneously.

Impairment

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

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

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

Related party transactions

All transactions with related parties are carried out by the company at arms' length price using the method prescribed
under the Companies Ordinance, 1984 (comparable uncontrolled price method) with the exception of loan taken
from related parties which is interest / mark up free.

Government grants

Government grants for meeting revenue expenses are set off from respective expenses in the year in which they
become receivable,

Research and development cost
Research and development cost is charged to profit and loss account in the year in which it is incurred.
Dividend

The dividend distribution to the sharcholders is recognized as a liability in the period in which it is approved by the
sharcholders.

& CHANGE IN ACCOUNTING POLICIES

51

Staff retirement benefits

During the vear, the company has adopted IAS 19, (Revised) 'Employec Benefits'. The amendments in the revised
standard require the company to eliminate the corridor approach and recognize all actuarial gains and losses (now
called 'remeasurements', that result from the remeasurement of defined benefits obligations and fair value of plan
asscts at the balance sheet date) in other comprehensive income as they oceur, immediately recognize all past service
costs and replace interest cost and expected return on plan assets with a net interest amount that is calculated by
applying the discount rate to the net defined benefits liability / asset.

This change in accounting policy has been accounted for retrospectively as required under International Accounting
Standard - & 'Accounting Policies, Changes in Accounting Estimates and Errors', and the comparative financial
statements have been restated.
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Effects of the change in the accounting policy have been summarized below:

2013 2012
Note Rupees Rupees

Impact on Balance Sheet

Increase in the retirement benefits obligation i 3,016,660 2,905,560

Decrease in accurnulated profits 3,016,660 2,905,560
Impact on Statement of changes in equity

Impacts on brought forward balances - July 01, (2,905,560)

Increase / (decrease) in profit for the year - net of tax (111,100% -

Impacts on closing balances - June 30, (3,016,660) -
Impact on profit and loss account

Increase in Cost of sales 67,366 -

Increase in Administrative expenses 19,232 -
Impact on statement of comprehensive Income

Items that cannot be reclassified subsequently to profit and loss account -

net of tax 207,698 &

5.2 Interest on overdue balance - associates

During the vear, the company has adopted the policy of charging interest on outstanding balances of associated undertakings
at the average rate of borrowings to the company. Previously these were termed as normal trade credits and no interest had
been accrued on them. However as per the directives of the regulatory body received during the year, the company has
charged and accrued interest on month end balances of the associated undertakings from financial year 2010 onwards.
Simultaneously the associated undertakings have also charged interest on the company's balances with them from the said year.

The said change in accounting policy has been treated in accordance with the requirements of International Accounting Standard
(IAS-B) - "Accounting Policies. Changes in Accounting Estimates and Errors” which requires the application of the said change
retrospectively.

Effects of the change in the accounting policy have been summarized below:

2013 2012
Note Rupees Rupees

Impact on Balance Sheet

Increase in Interest acerued 14 13,807,246 £,155,038

Increase in Accrued Interest 12,444,332 8.737.711

Increase / (decrease) in accumulated profits 1,362,914 (582,673)
Impact on Statement of changes in equity

Impacts on brought forward balances - July 01, (582,673)

Increase / (decrease) in profit for the year - net of tax 1,945,587 -

Impacts on closing balances - June 30, 1,362,914 -
Impact on profit and loss account

Increase in other operating income 5,652,208 -

Increase in finance cost 3,706,621 -
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6  PROPERTY, PLANT AND EQUIPMENT
20014 || 2013
Note Rupees Rupees
Operating assets 6.1 1,531 854,852  1,584,120,727

6.1  Operating assets

[ COwned assets

mmuu.{ "“""““| m‘l:;'; P s ia::;":ﬂ q':';';':’mt u-:‘EE:hs
Cost | Rupees Rupres Rupees Rupees Rupees
Balance as at July 01, 2012 [ 121,328 000]| 32@,175,47||| DDE,#-I]E,SDG” 28.160,000]] 22079099 92,259,999| | 103,000,000]
Additions during the year | : - [ assoan]| - | aais1es) Il ]
Disposals R | - - L i [ ""Jﬁ Sk TN
Tmsl’:rfnd]llsumnu."mchuiﬂmﬁml__ .t - || - |: __“___JL b - |1_ ]
mme [ T o BT
plant & equipment & St | A T R | O ey | |
Revaluation adjustments | = ]| | || || Il |
Balance as at June 30, 2013 121,888,000 326,175471 806,764,530 28,160,000 92,496,164 92,255,999 103,000,000
Balance as at July 01, 2013 [ 121.888,000| 326,175,471] 806,764,530 28.160,000][  92,496,164][  92,259,999][ 103,000,000]
Additioes during the yesr 1 0 | | DS | RN ST | i
Disposals | o | =S _odlls s g - || -l - |
Transfer / adjustments / reclassification| - || e} - |l Ol i ] ! I
Surplus on revaluation of property, L X _] P [_ _'” 3 || . “ - |
plant & equipment | CEi
Revaluation adjustments Ii_-__:“_-_. = | : H ] '._” . 2 ”_ i |[ 7 |
Balance as at June 30, 2014 1ZLASE000 326175471 806,764,530 28,160,000 94,338,448 92,669,999 103,000,000
Depreciation
Balance as at July 01, 2012 | 5 | T W T N e - -l - |
Charge for the year [ [ 8154387 20,163,939][ 1126400][  4a411954] 9226000/ 10.300,090]
Depreciation an disposals e ] -] -l -l = ) rullta ey
Transfer / adjustments Y el | 1L I -] | WS
Revaluation adjustments I_—-“_ -.__ |I ” E |[ | ”_ |
Balance as at June 30, 2013 - 8,154,387 20,163,939 1,126,400 411,954 9226000 10,300,000
Balance as at July 01, 2013 - [ sasazer|[ 20063939) 1126400|[  4411954]  9.226.000([ 10,300,000
Charge for the year | [ 7esosy|| 19sesmis)| 1osiiaa)[  4dee74n| 8341367 9.270.000]
Depreciation on dispasals N A | - | - | -l Gl el :
Transfer / adjustments TR W I ;| Il o s SR e S
Revaluation adjustments R e = | -] DR i
Rate of depreciation - 1.5% 1.5% 4% 5% 10% 10%
Balance as at June 30, 2013 - 16104914 308IR0S4 2207744 BATR 604 17567367 19,570,000
Writien down value as ai June 30, 2013 121 888000 318021084 786,600,591 27,003 600 88,084,210 §3,033.999 92 700,000
Writtrn down vahee ss at Juse 30, 2014 _ 121,588,000 310,070,557 766,935,576 25,952,256 85,459,754 75102632 83,430,000
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= 11 Leased assets || |
3:"“::' qu i .:";:‘;" I::'mﬁ Vehicles "Pmna Vehicles " Total
" Rupess Rupees Rupees  Rupess Rupees Rupees  Rupees Ropees |
[ tsoooo)| a739335|[ 4378524][  6.230] 11.610,035][ 60,000,000][ 10323000/ 1,657,187,093
el - [ 13.000]| e | = - [ 4787195 |
Mol | A | -l -] (665.000}| =l | -l (665.000)
B i5A) e BRI ol e T | W i | el s e
A PR L TR R
[ -l | -l | ] S T
160,000 4,752,335 4,378,524 5230 10545035 60,000,000 10,323,000 _1,661,309,288
[ 160.000][ a752.33s|[ 4378524][ 6230 ][ 10945035 60.000.00][ 10323.000 [ 1.661.309,288
N T e | RS aTS| - - - [ 233
[ e o= - ool - || - [ (560,000)
| - - -l - = Neva il - R
e e
B O 5 | R P VLT | R AR | - See | -_|
160,000 4,842,384 4,378,524 6,230 10385035 60,000,000 10,323,000 _1,663,091,621
[ iasm0|| 2226153 2968792 sas2][ 9991842 - [ ansa)[ 20083286
[ 1417)[ 2s1552)[  140eml[ 78 ][ 323639][ 2400000| 1.121,557)[ 57621896 |
il E3 | T T T | T T |
B el = = el o8 I i | e
REETE | T =1 -1 i - L -] : |
147,247 2477,705 3,109,765 5530 98IRE60 2400000 5,836,774 77,188,561 |
147247)[ 2477,708|| 300976s|[  s530|[ 9ez2sse0|[ 2400000) 5836774| 77188561 |
1275 ][ 232.410][ 126.876][ 70][ 221686][ 2304.000]  897.245][ 54,558,555 ]
= -l - | - 1 e - - [ 10347
[ =l - el =i | | = =g ] 2]
A = - 1 b R D 38| iy 5F WEEeSTTY
10% 10% 10% 10% 20% % 0%
148,522 2.710,115 3,236,641 5600 9,540,199 4704000 6734019 131,236,769
| 12,753 2,274 630 1,268,759 700 1,116,175 57,604,000 4,486,226 1,584 120,727
11,478 1,132,169 1,141,883 630 44,836 55,296,000 3,588,981 1,531,854, 852
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6.1.1

6.2

6.4

Note 2014 2013
Depreciation is allocated as follows: Rupees Rupees
Cost of sales 30 53,080,338 55,784,175
Administrative expenses k! 1,478,217 1,837,721
54,558,555 57.621.896

Property, plant and equipment ¢xcept telephone installation, office equipment, furniture and fixtures, arms and ammunition
and vehicles were revalued as on June 30, 2012 by an independent valuer Messer Maricon Consultants {Private) Limited.
Previously, the company had its freehold land revalued on December 31, 2008 and June 30, 2006 by an independent valuer
Messer Consultancy Support and Services, Karachi. The revaluation as at June 30, 2012 resulted in surplus on revaluation
of properly, plant and equipment amounting to Rs. 1,108,315,411 which was credited to surplus on revaluation of property,
plant and equipment accounts to comply with the requirement of section 235 of Companies Ordinance 1984. The revaluation
was based on fair value determined on present value basis. Accumulated depreciation at the date of the revaluation is
eliminated against the gross carrying amount of the asset and the net amount restated to the revalued amount of the asset,

Had there been no revaluation the original cost and book value of revalued property, plant and equipment would have been
as follows.

2014 013
Rupees Rupees
Accumulated | Written down B ceumulated Written down
Cost W Cost R :
depreciation value depreciation value
Owned assets
Free hold land 3,180,032 - 3,180,032 3,180,032 - 3,180,032
Buildings on free hold land 133,481,618 71,206,540 62,275,078 133,481,618| 69.609,743 | 63,871,875
Plant and machinery 675,379,852 415,176,027 | 260,203,825 675,379,852| 408,507,241 | 266,872,611
Power house 22.012,706| 1,571,881 20,440,825 22,012,706 936,492 | 21,076,214
Electric Installation 36,867,057 | 22,608,438 34,258,619 35,024,773 | 20,836.495| 34,188,278
Factory Equipment 34,668,665 | 20,579,102 14,089,563 34,258,665 19.016,965| 15,241,700
Air Conditioning Plant 7,595,890 | 7,041,908 553,982 7,595,890 | 6,980,354 615,536
Leased assets
Power houses [ 51,086,250 | 22,022,308 | 29,063,942][ 51,086,250 [ 20,811,310 | 30,274.940]
084,272,070 206 424 982,019,786 600 435,321,186
Disposal of property, plant and equipment
Particular Mode of Cost Accumulated Written Sale Particulars of buyer
disposal depreciation down value proceed
Vehicles
Suzuki Cultus Negotiation 560,000 510,347 49,653 350,000 Gulshan Spinning Mills Lirited
560,000 510,347 49,653 350,000
Note 2014 2013
LONG TERM INVESTMENTS Rupees Rupees
Investments in Associates - Under equity method 7.1 = 29,728
Other Investments - Available for sale 7.2 15,735 -
Defence saving certificates 73 10,719,750 9,808,500
10,735,485 9838228
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71 Investments in Associates - Under equity method
Quoted companies

Gulistan Textile Mills Limited
Gulshan Spinning Mills Limited

Unquoted companies
Gulshan Weaving Mills Limited

T.1.1 Gulistan Textile Mills Limited (GTML)

Ordinary shares of Rs. 10 each Tully paid : 1,049 (June 30, 2013 : 1,049)
Equity held 0.0055% (June 30, 2013 : 0.0055%)

Cost

Accumulated share of post acquisition profit
Share of (loss) / profit for the vear
Share of surplus on revaluation of property, plant and equipment

Fair value adjustment on ceascation of equity method of investment

Transferred to 'Other Investments - Available for sale’
(1,049 shares costing Rs.116,042, carrying value 16,832)

Carrying value of shares

MNote

7.1.1
7.1.2

T.LLI

2014 2013
Rupees Rupees
- 29,728
- 29.728
116,042 116,042
(442,569} (440,848)
(1,721)
326,527 326,527
(116,042) (116,042)
16,832 -
{16,832) -

7.1.1.1 During the year the companies seizes to be associated due to the elimination of cross equity ,direct and indirect, investment
within the group of companies. The investment was previously accounted for under the equity method of accounting in line
with the requirements of International Accounting Standard (IAS), 28 "Investment in Associates”. After the elimination of
cross equity, direct and indirect, investment the company ceases to have any significant influence over the investee and has

categorized the remaining investment under "Other Investments - Available for sale”.

7.1.2 Gulshan Spinning Mills Limited (GSML)

Ordinary shares of Rs. 10 each: 10,303 (June 30, 2013 : 10,303)
Equity held 0.046% (June 30, 2013 : 0.046%)
Cost

Accumulated share of post acquisition profit

Share of (loss) / profit for the year

Dividend for the vear

Share of surplus on revaluation of property, plant and equipment

Impairment charged on investment
Opening Balance
Charged / (adjusted) in the year

Carrying value of shares

MNote

7.1.2.1

2014 2013
Rupees Rupees
238,887 238,887
{1,104,185) (965,850)
(29,718) (138.335)
1,146,108 1,146,108
12,195 41,923
151,082 280.810
(251,082) (251,082)
(251,082) (251.082)
- 29.728

The market value of investment in Gulshan Spinning Mills Limited is Rs. 35,030 (June 30, 2013: Rs. 48,424/,
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7.1.2.1 The impairment charge represents the writing down of the carrying value of the investment to its recoverable amount in
accordance with the International Accounting Standard (IAS) 36. "Impairment Of Assets”. The recoverable amount is the
higher of fair value less cost 1o sell or the value in use. The recoverable amount has been calculated as the value in use which
equates to Rs.Nil (June 30, 2013 : Rs. 2.89) per share aggregating to Rs.Nil (June 30, 2013 : RBs. 29,728/-) after considering the
company’s share of present value of the cstimated future cash flows expected to be generated by the associate, including the
cash flows from the operations of the associate and the proceeds on the ultimate disposal of the investment as opposed to the
fair value less cost to sell. Principal assumptions and critical judgments regarding the valuation of the investment have been
discussed in note 40 of the financial statements.

Note 2014 2013
7.1.3 Gulshan Weaving Mills Limited (GWML) Rupees Rupees
Ordinary shares of Rs. 10 each : 778,900 (June 30, 2013 : 778,900}
Equity held 3.64% (June 30, 2013 : 3.64%)
Cost 7,789,000 7,789,000
Accumulated share of post acquisition profit (29,746,252) (28.256,585)]
Share of (loss) / profit for the year (1,489.667)
Share of surplus on revaluation of property, plant and equipment 63,939,332 63,939,332
34,193,080 34,193,080
41,982,080 41,982,080
Impairment charged on investment 3
Opening Balance 7.1.3.1 {41,982 ,080) (41,952,080

Charged / (adjusted) in the year

(41,982,080) (41,982.080)
Transferred to "Other Investments - Available for sale’
(778,900 shares costing Rs.7,789,000, carrying value Nil) - -

Carrying value of shares - -

As the equity of company is negative, the investment as at June 30, 2014 is being valued Nil (June 30, 2013: Rs. Nil)

7.1.3.1 The impairment charge represents the writing down of the carrying value of the investment to its recoverable amount in
accordance with the International Accounting Standard (LAS) 36, “Impairment Of Assets". The recoverable amount is the
higher of fair value less cost to sell or the value in use. The recoverable amount has been calculated as the value in use which
equates to Rs. Nil (June 30, 2013 : Rs, Nil} per share aggregating to Rs. Nil- (June 30, 2013 ; Rs. Nil/-) after considering the
company's share of present value of the estimated future cash flows expected to be generated by the associate, including the
cash flows from the operations of the associate and the proceeds on the ultimate disposal of the investment as opposed to the
fair value less cost to sell. Principal assumptions and critical judgments regarding the valuation of the investment have been
discussed in note 40 of the financial statements.

7.1.3.2 During the period the companies seizes to be associated due to the climination of cross equity, direct and indirect, investment
within the group of companies. The investment was previously accounted for under the equity method of accounting in line
with the requirements of International Accounting Standard (1AS), 28 "Investment in Associates”. After the elimination of
cross equity ,direct and indirect, investment the company ceases to have any significant influence over the investee and has
categorized the remaining investment under "Other Investments - Available for sale”.

7.1.4 Summarized financial information of the associaled companies as at the year end are as follows

[ 2014 |
GTML GSML GWML
Rupees
Liabilities [ wNA | 4smioL9ss[ WA |
Assels i N/A . 4,750,438,756 NAw " |
Revenue _BERA . ary 91069450 NA |
Profit / (loss) after tax N/A 202,745,411 | N/A
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T.2.2

13

2013

GTML GSML GWML
Rupees

Liabilities [ 10293225913 4,564,000,571 | 3,096,057.264 |

Assels 7.648,956,887 5,209,913.276 |

Reyecii T 2emanae | 1319221190

(LTSI  (259.540.871) | (29 1,192,024)

Profit / (loss) afler tax

Investments in these companies are accounted for under the equity method of accounting as required by International
Accounting Standard (IAS) 28 "Investments in Associates”.

2014 2013
Rupees Rupees

Gulistan Textile Mills Limited 15,735
Gulshan Weaving Mills Limited

Other Investments - Available for sale Note

1S5,

Gulistan Textile Mills Limited
Opening Balance

Transferred from Investments in Associates - Under equity

method 7.1.1.1 16,832
(1,049 shares costing Rs. 116,042, camrying value 16,832) .

Fair Value adjustment ; (1,097)

15755 i
The market value of investment in Gulistan Textile Mills Limited as at the year end is not available as trading in shares of

the company has been suspended on the stock exchanges for the time being. The fair value adjustment is computed on the
basis of latest available rates. Market value for investment as at June 30, 2013 was Rs 10,542,

Gulshan Weaving Mills Limited

Opening Balance

Transferred from Investments in Associates - Under equity
method 7.1.3.2
{778,900 shares costing Rs.7,789,000, carrying value Nil)

Fair Value adjustment

It represents investment in defence saving certificate purchased from the Government of Pakistan under 10 years maturily
scheme. The certificates are encashable at par at any time. However, no profit is paid if encashment is made before
completion of one year. It carries effective rate of return 12.15% percent per annum. The certificates of investments are
under lien regarding guarantees provided by various financial institutions.

Note 014 2013
LONG TERM DEPOSITS Rupees Rupees
Lease key money £.1 3,324,012 1324012
Other security deposits 82 2,780,500 1,273,000
6,104,512 4,597,012
Less: current portion shown in current assets 13 {3,324,012) {3.324,012)
21,780,500 1,273.000
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B.1 These are interest free deposits given to various leasing companies, modarabas and banking companies. As explained in note of
the financial statements the company is in litigation with several banking companies and financial institutions and due to the
pending litigations, but without prejudice to the company's stance in the said litigations, the company's financial armangements
with the banking companies and financial institutions are disputed and in line with the provisions of International Accounting
Standard on Presentation of financial statements (IAS - 1), all liabilitics under these lease agreements have been classified as
current liabilities. Based on the above mentioned fact, lease deposits amounted to Rs, 3,324,012/ relating to the lease liabilities
have also been presented under the current assets. Due to on going litigations the corifirmation from financial institutions have
not been received,

8.2 These are interest free refundable deposits and are not receivable in the next year.

Netn 2014 2013
9 STORES, SPARE PARTS AND LOOSE TOOLS Rupees Rupees
Stores 7,808,531 E412634
Spare parts 4,166,007 6,199,446
Loose tools 656,857 658,888
Stores in transil 328,599 1,376,065
12,960,085 16,647,033
Less: Provision for slow moving stores (1,293,749) (1,293,749
11,666,336 15353.284
10 STOCK IN TRADE
Raw material 200,802,454 200,932,369
Finished goods 31,058,720 35,098,842
Waste 403,203 2,070,326
——tatCd 78 238101337

10.1  Raw material stock costing Rs. 205,467,801 (June 30, 2013 : Rs. Nil’~) has been written down by Rs. 4,665,346 (June 30,
2013 : Rs. Nil) and finished goods costing Rs. 33,463,221 (June 30, 2013: Rs. Nil) has been written down by Rs. 2,404,501
{June 30, 2013: Rs. Nil) due to NRV adjustment. The amount charged to profit and loss in respect of stocks written down
to their net realizable value is Rs. 7,069,847 (June 30, 2013 : Rs. Nil).

10.2  The entire stocks except stock in transit are under charge with banks, Stocks were charged with financial institutions along
with all other securities as explained at note 26.1. Further as explained fully in note 28,14, of the financial statements
several banking companies and financial institutions have filed recovery suits against the company. These banking
companies and financial institutions, amongst other pleas, have pleaded that the charged stock be disposed and the financial
armangements with the said banking companies and financial institutions be settled by the proceeds as such realized. The
ownership of the charged stock is disputed and will only be ascertained upon decision of the Honorable Courts. The legal
counsel of the company is of the opinion that the case pending adjudication are being contested on merils as well as various
cognent factual and legal grounds. An amicable settlement of the case with the banking companies and financial institutions
is also being pursued, without prejudice to the respective contentions. The management of the company is pressing the said
banking companies and financial institutions for the restructuring / rescheduling of credit facilitics and expects the same to
be restructured / rescheduled in due course.

Note 2014 2013
11 TRADE DEBTS Rupees Rupees
Unsecored - Considered good

Related parties =  Gulistan Fibers Limited - 18,600,280
Paramount Spinning Mills Limited - 7.492,236

Gulshan Weaving Mills Limited 11,859,249 18,095,259

11,859,249 44,187,775

Others - Yarn debtors 11,178,286 21,937,580
11,178,286 21,937,580

—tOTENS 66123355
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1014 013
12 LOANS AND ADVANCES Rupees Rupees
Unsecured - considered good

Advances to;
Suppliers 5,114,703 1,873,154
Staft 874,643 TE1,647

5,989,346 2.654.801

TRADE DEPOSITS AND SHORT TERM PREPAYMENTS

Short term prepayvments B 157233 6,594.841
Current portion of long term deposits ; 3324012 3,324,012
Other receivables 600,000 634,987

201285 0S80

13.1 This includes an amount of Rs. 600,000 (June 30, 2013: Rs. 600,000/-) receivable from Gulistan Textile Mills Limited, an
associated company, on account of sale of fixed assets,

2013

Note 2014
: (Restated)

14 INTEREST ACCRUED Rupees

Interest accrued on
PLS term deposits 349,994 102,276
Receivables from Associated undertakings 12,702,453 13,807,246

13,052,447 14,109,522

14.1 [t carries interest rate ranging from 3.13% to 12% (June 30, 2013: 3.13 %10 12 %),
14.2 These carry interest rate ranging from 11.29% to 12.77% (June 30, 2013: 11.53 % to 14.23 %). Refer to note 5.2

Note 2014 1013
15 TAX REFUNDS DUE FROM GOVERNMENT Rupees Rupees
Export rebate receivable 596,330 596,330
Advance income tax 15.1 - -
Sales tax refundable 12,978 818 14,746,509
13,575,158 15,342,839
I5.1 Advance Income tax
Opening balance & g
Deducted during the year 1,818,495 -
‘ 1,818,495 -
Adjusted against provision for taxation 27 {1,818,495) -
Closing balance - -
16 CASHAND BANK BALANCES
Cash in hand 42,034 69,783
Cash with banks
Current accounts 868,409 2.110,023
Saving accounts 16.1 53,044 51,422
Certificates of deposit 16.1 4,362,370 4,362,370
5,325,857 6,593,598
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16.1 These are under lien regarding guarantees provided by various financial instiutions and carry mark up ranging from 5.6% to

10.50% (June 30, 2013 : 5.6% to 10.50%) per annum.

16.2 As explained fully in note 28.1.4 the banking companies and financial institutions were not available for conlirmation of the

year end balances amounting to Rs. 5,038,756 (June 30, 2013: Rs. 1,636,142)

17 ISSUED, SUBSCRIBED AND PAID UP CAPITAL

2014 2013
Numbers Numbers
Ordinary shares of Rs. 10 each allotted for
6,838,330 6,838,330 consideration paid in cash
Ordinary shares of Rs. 10 each allotted as
7,802,670 7,802,670 bonus shares
14,641,000 14,641,000

MNote

17.1 Following shares were held by associates of the company as at balance sheet date.

Gulistan Textile Mills Limited
Paramount Spinning Mills Limited

17.2

2014 2013
Rupees Rupees

68,383,300 68,383,300

78,026,700 78.026.700

146,410,000 146,410,000

- 4,162,251

202,777 202,777
202,777 3,363,028

17.2 During the year the company has ceased to be an associated company as provided in the Companies Ordinance 1984, due
to the elimination of cross equity, direct and indirect, investment within the group of companies.

173 The shareholder's are entitled to receive all distributions to them including dividend and other entitlements in the form of
bonus and right shares as and when declared by the company. All shares carmy "one vote” per share without restriction.

18 RESERVES

Un realized gain on remeasurement of available for sale investment
Capital reserve

Mote

18.1

2014 2013
Rupees Rupees
{11'}9?} =
25,000,000 25,000,000
24,998,903 25.000.000

18.1 This represents share premium received on 5,000,000 ordinary shares of Rs. 10 each issued in 1994:at a premium of Rs. 5

peer share.

12 SURPLUS ON REVALUATION OF PROPERTY, PLANT AND EQUIPMENT

Surplus on revaluation of property, plant and equipment
Share of surplus on revaluationof property, plant and eguipmentof
associates

19.1 Balance at the beginning of the year
Transter to unappropriated profit in respect of;
Incremental depreciation on revalued assets
Related deferred tax liability

Surplus on revaluation at the end of the year - gross
Related deferred tax liabilities on:

Revaluation at the beginning of the vear
Effect of changes of rates enacted
Incremental depreciation on revalued assets

Surplus on revaluation at the end of the year - net of tax
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MNote

19.1

19.2

19.1.1

2014 2013
Rupees Rupees
779,383,576 796,029,670
(2,340,569) 61,948,831
777,043,007 8357.978.501
1,144,952,972 1. 187.002,879
26,512,831 27,332,440
13,058,558 14,717,467
39,571,389 42,049,907
1,105,381,583  1,144,952,972
348,923,302 224,426,089
(9,866,736) 139,214 680
(13,058,558) (14,717.467)
325,998,007 348,923,302
779,383,576 796,029,670
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19.1.1 This represents surplus over book values resulting from the revaluation of property, plant and equipment (free hold land)

19.2

20

0.1

0.2

carricd out on December 31, 2008, June 30, 2006 and February 03, 2009 by an independent valuer "Consultancy Support
and Services". Further the company has incorporated a surplus on revaluation amounting to Rs. 1,108,315.411/- on freehold
land, building on freehold land, plant and machinery and power house, clectric installation, factory equipment, air
conditioner and leased hold power house based on valuation report by an independent valuer "Maricon Consultants (Pvt.)
Limited” in the vear ended June 30, 2012, The valuation was based on fair value. Fair value of free hold and lease hold
land is determined on present market value basis while buildings on free hold and lease hold land, plant and machinery and
power houses are determined on depreciated replacement cost. Surplus has been credited to surplus on revaluation of fixed

assets account to comply with the requirement of Section 235 of Companies Ordinance, 1984.

Note 014 2013
Rupees Rupees
Balance at the beginning of the year 01,948,831 76,432,141
Surplus / adjustment arised during the year - (34,731
Share from associates of incremental depreciation-net of tax transferred to equity {23.541) (3,463,136)
Surplus realized during the year (64,265,850) (10.985.443)
(2,340,569) 61,948 831
__(3%56) 615881
LONG TERM FINANCING
Secured from banking company :
Faysal Bank Limited
Opening Balance 20.1 21,418,572 30,000, (W
Paid during the vear - 8571428
21,428,572 21,428,572
Secured from financial institution company :
PAIR Investment company limited
Opening Balance 202 | 150,000,000 H 150,000,000
150,000,000 150,000,000
Less : Current portion
Owerdue Installments 55,446,428 9,375,000
Amount payable within twelve moenth 46,071,428 46,071,428
Amount payable after 30 June 2015 20.4 69,910,716 115,982,144
20.3 (171,428,571) (171 428.572)

The company had got its short term borrowings converted into long term finance loan of Rs. 30 million from Faysal Bank
Limited in the vear 2012, It is repayable in 4 years in 7 equal semi annual installments including the grace period of six month
commencing from July 30, 2012, It is secured by way of demand promissory note of Rs. 48,757,339, first pari passu equitable
morigage and hypothecation charge on fixed asset (Land, Plant & Machinery) of company and memorandum of constructive
deposit of title deeds amounting to Rs.100 Million. As an additional security measure the Sponsors' / Directors loans shall be
subordinated via formal subordination agreement. The loan carries mark up 3 month Kibor plus 2.3% per annum payable
quarterly. The charge is commonly shared for short term borrowing also as explained in note 25.1,

In the vear 2012 the company has obtained long term facility of Rs. 150 million from PAIR investment company Limited
(formerly Pak Iran Joint Investment Company Limited) for the debt swap and balancing, modemizing and replacement (BMR),
It is repayable in 5 year in 16 equal quarterly installment including the grace period of 12 months commencing from June 30,
2013. The long term facility carries mark up rate of 3 month Kibor plus 350 bps.

The loan is secured by way of Letter of hypothecation of Rs 467 million inclusive of margin of 25% over fixed asset of the
company and a Letter of hypothecation of Rs. 267 million over current assets of the company in favor of PAIR. These charges
shall be subordinate 1o the existing charges created in favor of the existing creditors. The charge over the fixed assets shall be
upgraded to pari passu charge ranking pari passu with the charges created in favor of the existing creditor within 90 day of the
date of first draw down.
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20.3 As fully explained in note 28.1.4 several banking companies and financial institutions have filed recovery suits against the
company for the outstanding balances as presented in notes 20.1 and 20.2. The legal counsel of the company is of the opinion
that the case pending adjudication are being contested on merits as well as various cogent factual and legal grounds, however
the liability in respect of principal outstanding is fully provided. An amicable settlement of the case with the banking
companies and financial institutions is also being pursued, without prejudice to the respective contentions. The management
of the company is pressing the said banking companies and financial institutions for the restructuring / rescheduling of these
loans and expects the loans to be restructured [ rescheduled in due course. However as at the year end banking companies and
financial institutions have not provided confirmations amounting to Rs. 150,000,000 (June 30, 2013: Rs. Nil) for

reconciliations of the outstanding balances,

20.4 Due to the pending litigations, but without prejudice to the Company’s stance in the said litigation, the Company's financial
arrangements with the banking companies and financial institutions are disputed and the Company will only make pavmenls /
adjustments of these finances after the amounts are reconciled with banks and financial institutions in accordance with above
mentioned suit. In terms of provisions of International Accounting Standard (IAS) 1 'Presentation of Financial Statements', all
lighilities under these finance agreements should be classified as current liabilities. Based on the above, installments due after
the year ending June 30, 2015 have been grouped in current portion of non-current liabilities,

Note

LONG TERM FINANCING FROM RELATED PARTIES

2014
Rupees

2013
Rupees

Unsecured

21.1
212

Director
Associated undertaking

103,000,000
74,818,341

103,000,000

177,818,341

103,000,000

21.1 This is interest free. unsecured loan and not repavable within next twelve months. The loan is subordinated to banks' loans.

21.2 This loan is obtained from Gulistan Fibres Limited and carries markup at the rate of 6 months KIBOR plus 50 bps, is unsecuned

and not repayable within next twelve months.

22 LIABILITIES AGAINST ASSETS SUBJECT TO FINANCE LEASE Note 2014 2013
Rupees Rupees
Opening balance 17,595,397 18,969,781
Less: Repaid durning the vear (396,158) (1.374.384)
17,199,239 17,595,397
Current portion
Current maturity 714,927 1,743,814
Overdue installment 222 15,975,103 14,627,448
Due after June 30, 2015 222 499,209 1,224,135
17,199,239 17,595,397

22.1 These represent machinery and vehicles acquired under finance lease amrangements from various leasing, modaraba and
banking companies. The financing rate used as discounting factor ranges from 7.00% to 16.77% (June 30, 2013 : 7.00% to
16.77%) percent per annum. The rentals are payable in equal monthly and guarterly installments expiring on various dates by
Movember 2015, Purchase options arc available to the company after payment of last installment and on surrender of deposit
at the end of lease period. The company intends to exercise its option to purchase the leased assets at its salvage value upon
the complction of respective lease period. Taxes, replacement and insurance costs are borne by the company.

22.2 As explained fully in note 28.1.4 of the financial statements the company is in litigation with several banking companies and
financial institutions. Thesc banking companies and financial institutions have filed recovery suits against the company on
grounds that the company could not make certain principal installments on their due dates. As the company's financial
arrangements with the banking companies and financial institutions are disputed and in line with the provisions of
International Accounting Standard on Presentation of financial statements (IAS - 1), all liabilities under these lease agreements
have been classified as current liabilities. Based on the above, lease installments due as per terms with the banking companies
and financial institutions after the period ended June 30, 2015 amounted to Rs. 499.209 (June 30, 2013: Rs. 1,224,135) have
been presented under the current portion of long term loans.
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22.3  As fully explained in note 28.1.4 several banking companies and financial institutions have filed recovery suits against the

company for the outstanding balances. The legal counsel of the company is of the apinion that the case pending adjudication
are being contested on merits as well as various cognent factual and legal grounds, however the liability in respect of
principal outstanding is fully provided. An amicable settlement of the case with the banking companies and financial
institutions is also being pursued, without prejudice to the respective contentions. The management of the company is
pressing the said banking companies and financial institutions for the restructuring / rescheduling of the lease liabilities and
expects the loans to be restructured / rescheduled in due course. However as at the vear end several banking companies and
financial institutions have not provided confirmations of Rs. 17,199.23%- for reconciliations of the outstanding balances
despite of repeated requests. Due to the facts explained above and in note 22.2 above the entire amount of the lease has
become pavable on demand, therefore, the amount of future finance charges are not ascerainable as at June 30, 2014, The
disclosure of future lease payments is prepared according to existing repayment schedules and provided only to comply with
the disclosure requirements of International Accounting Standard (1AS) 17, "Leases”. According to the existing repayment
schedule the future lease payments to which the company is committed under lease agreements are given below. Due to on

going litigations the confirmation from financial institutions have not been received.

2013

[ 2014 Il |
Minimum Finance (Present value Minimum Finance |Present value
: linia charges for| of minimum lease | charges for | of minimum
b future lease payments future lease
e periods | payments periods | payments
[ Rupees I Rupees |
Payable within one year 17,589,376 889 346 16,700,030 17,308,872 937,610 16,371,262
Pavable after one vear but not
later than five years 511,958 22,749 499,209 1.375,469 151,334 1,224,135
18,111,334 912,095 17,199,239 18.684.341 1088944 17,595,397
; 2013
23 DEFERRED LIABILITIES Bhote A0 ‘ (Restated) ‘
| Rupees |
Staff retirement benefits - gratuity 231 14,275,702 21,586,311
Deferred taxation 232 325,998,007 348,923,302
340,273,708 370,509,613
1)1 Staff retirement benefits - gratuity
13.1.1 Movement in the net liability recognized in the balance sheet
Cipening net liability 21,586,311 19,395,764
Expense for the vear 23.1.3 5,756,520 7,947,203
Remeasurements - (gains) / losses (2,606,594) 207,698
Benefits paid during the year (10,460,536} (5,964,354
Closing net liability 14,275,702 21,586,311
23.1.2 Movement in present value of defined benefit obligation
Present value of defined benefit obligation - opeéning 21,586,311 19,395,764
Current service cost for the year 4,151,166 5,425,754
Interest cost for the year 1,505,354 2,521,449
Remeasurements - (gains) / losses (2,606,594) 207,698
Benefits paid (10,460,536) (5.964.354)
Present value of defined benefit obligation - closing 14,275,702 21.586.311
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Note | 0 Retated

23.1.3 Expense recognized in the profit and loss account | Rupees |

Current service cost 4,251,166 5,425,754

Interest cost 1,505,354 2,521,449

Net amount recognized in profit and loss account 5,756,520 7.947.203
23.1.4 Expense is allocated as follows

Cost of sales 3,840,174 5,542,235

Admin Expenses 1,916,346 2,404,968

MNet amount recognized in profit and loss account 5,756,520 7,947,203

23.1.5  Actuarial valuation has been carried out as at June 30, 2014 using the "Projected Unit Credit Method" assuming a discount
rate of 13.25% (June 30, 2013; 10.5%) per annum, expected rate of increase in salaries at 12,.25% (June 30, 201 3: 9.5%)
per annum and average expected remaining working life time of emplovees is 6 (June 30, 2013: 10) vears

23.1.6 Expected gratuity expense for the year ending June 30, 2015 computed to Rs. 2,241,293/~

13.1.7 Historical information 2014 2013 2012 2011 2010
Rupees' 000
Present value of defined benefit obligation 14,276 21,586 19,396 17,925 13,617
Experience adjustments on plan liabilities (gains) / losses (2.607) 208 1.9940 2.135 {2,500)
Note 2014 2013
23.2  Deferred taxation Rupees Rupees

The net liability for deferred taxation comprises timing differences relating to

Taxable temporary differences (deferred tax liabilities)

Accelerated tax depreciation - owned assets 96,715,717 3,074,209
Surplus on property, plant and equipment 315,998,007 348923301
Deductible temporary differences (deferred tax assets)
Staff retirement benefits - gratuity {5,571,1587) (4,933,929)
Provizsions and allowances (902,610) (3,479,930)
Brought forward tax losses (522,515,187)  (539,709,992)
(106,275,230)  (196.146.341)
Opening balance 348,923 302 224,426,089
Charged / adjusted during the year
Reversed during the year (13,058,558) (14,717 467)
Charged on surplus on revaluation of property, plant and equipment - z
Effect of changes of rates enacted {9.866,736) 139,214,680
Closing balance 315,998,007 348 923,302

23.2.1 During the vear net deferred tax assets for the unused tax losses and other deductible differences amounting o
Rs. 106,251,074/~ has arised. Components of deferred tax liability relating to timing differences on surplus on revaluation
of property, plant and equipment have not been adjusted for the increased deférred tax assets arising during the year
Amount of deferred tax asset has not recognized because it is not probable that future taxable profit will be available against
which the unused tax losses and unused tax credits can be utilized.
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24

25.1

5.2

15.3

2014 2013
TRADE AND OTHER PAYABLES Rupees Rupees

Creditors 162,871,651 150,364,584
Foreign hills payvahle 53,946,422 53,973,717
Gulshan Spinning Mills Limited - related party 5910478 26,870,519
Advance from related parties 151,958,163 105,183,935
Advance from processing party 11,879,727 2.687.088
Accrued liabilities 243 & 24.4 35,983,956 47,493,149
Unclaimed dividend 247 619,529 619,660
Tax deducted at source 41,284 71.381

413,211,210 387,264,073

Creditors include Rs. 110,830,493 (June 30, 2013 : Rs. 107,629.451) against local LC pavable, These amounis are overdue
and under litigation with banking companies / financial institutions as disclosed in note 28.1.4, Financial institutions have
not provided the confirmation despite of repeated requests.

The amount is denominated in US dollar, The outstanding amount as at June 30, 2014 is US § 546,293 (June 2013:
LS § 546,293) aggregating to PKR. 53,946,422 (June 30, 2013: PKR. 53,973,737). These amounts are overdue and under
litigation with banking companies / financial institutions as disclosed in note no 28.1.4. Financial institutions have not
provided the confirmation despite of repeated requests.

Accrued liabilities includes the amount of Electric duty payable amounting to Rs. 1,906,625/- (June 30, 2013:
Rs. 1,441,434/-). The company has obtained stay order from Lahore High Court against the payment of electric duty to
LESCO as explained in note no 28.1.2

Accrued liabilities includes the amount of fuel price adjustment amounting to Rs. Nil/=(June 30, 2013: Rs. 11,888 438/-),
The company has file a suit as explained in note no 28.1.3.

2013

Note ADHA (Restated)

ACCRUED MARK UP/ INTEREST Rupees

Mark up / interest accrued on :

Long term financing from banking Companies 25.1 - -
Long term financing from associated Undertaking 253 2,002,625 -
Liabilities against assels subject (o finance leass 25.1 - -
Short term borrowings 25.1 - -
Pavables to associated undertaking 25.2 14,838,711 12,444,332

16,841,346 12,444,332

As explained in note 28.1.4 several banking companies and financial institutions have filed recovery suits against the
company. Since the financial arrangements of the company with these banking companies and financial institutions are
disputed, the company has not provided for the mark-up / interest on short term borrowings, long term financing and
linbilities against assets subject to finance lease to the extent of and approximate to Rs. 148,122,052 (June 30, 2013:
Rs. 148,840,263), Rs. 38.734,620 (June 30, 2013: Rs. 19,541,603) and Rs. 88,931 (June 30, 2013: Rs. 404.412) on
outstanding balances in respect of short term borrowings, long term financing and liabilities against assets subject to
finance lease respectively. The exact amount of un accounted markup cannot be ascertained as the due to the ongoing
litigation, several banking companies and financial institutions have not provided the relevant information / documenis
furthermore the banking companies and financial institutions were not available for confirmation of these balances.

This represents amount of markup pavable to associated undertakings on balances due over the normal credit terms. The

markup is charged on the basis of average borrowing rate of the lender, effective rate of 13.11% (June 30, 2013; from
12.98% to 14.96%). Refer note 5.2,

This represents amount of markup payable to Gulistan Fibres Limited on loan obtained during the period. The markup is
charged on 6 month Kibor plus 50 bps.
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26.1

26.3

17

28

18.1
28.1.1

28.1.2
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; Note 2014 2013
SHORT TERM BORROWINGS ; Rupees Rupees
Secured - fromm banking companies and other financial institutions :
Short term borrowings 26.1 1,144,495,742  1.243,110,280
Book overdraft 26.2 3,080,511 4,080,691

|,14T£;?6,253 1,247,190,971

The company had aggregate borrowing facilities of Rs, 1,307 million (June 30, 2013 : Rs. 1,407 million). Short term
borrowing are secured against charge of stocks with a margin of 10% to 25%, hypothecation of fixed assets, moveable &
trade debts, work-in-process, stores, lien on export bills receivable, charge against fixed assets, current assets of the
company and personal guarantees of some of the directors. These carried mark up at the rate of 11.29% to 12.40% (June
30, 2013 : 10.52% to 20.03%) percent per annum payable quarterly.

This represents cheques issued by the company in excess of balance with banks which would have been presented for
payments in subsequent period.

As explained fillly in note 28.1.4 of the financial statements the company is in litigation with several banking companies
and financial institutions. These financial institutions have filed recovery suils against the company for the repayment of
principal along with markup and other charges. As at the year end the various finance facilities available to the company
have expired and may only be re negotiated in line with the on going restructuring / rescheduling with the banking
companies and financial institution and the decision of the Honorable courts. However as at the year end banking
companies and financial institutions have not provided confirmations amounting to Rs, T18.379.410 (June 30, 2013:
Rs. 326,095,900) for reconciliations of the outstanding balances. :

Note 2014 2013
PROVISION FOR TAXATION : Rupees Rupees
Opening balance 11,653,176 12.877.164
Provided during the year - 1,570,088
11,653,176 14,447 252
Tax adjusted (1,518,495) (2,794,076)
Closing balance 9,834,681 11.653.176

CONTINGENCIES AND COMMITMENTS

Contingencies

Company has filed a suit against levy of Infrastructure fee, decision of the Honorable Sindh High Court dated September
17, 2008 in which the imposition of levy of infrastructure cess before December 28, 2006 has been declared as void and
invalid, However, the Excise and Taxation Department has filed an appeal before the Honorable Supreme Court of Pakistan
against the order of the Honorable Sindh High Court. During the current year, the Honorable Supreme Court of Pakistan
has disposed off the appeal with a joint statement of the parties that during the pendency of the appeal, another law i.e. fifth
version came into existence which was not the subject matter of in the appeal hence the case was referred back to High
Court of Sindh with right to appeal to Supreme Court. On May 31, 2011, the High Court of Sindh has granted an interim
relief on an application of petitioners on cerain terms including discharge and return of bank guaraniees / security
furnished on consignment released up to December 27, 2006 and any bank guarantee / security furnished on consignment
released afier December 27, 2006 shall be encashed to extent of 50% of the guaranteed or secured amount only with balance
kept intact till the disposal of petition. In case the High Court upholds the applicability of fifth version of the law and its
retrospective application the authoritics are entitled to claim the amounts due under the said law with the right to appeal
available to petitioner. In the light of interim relief, subscquent to the year end company has paid Rs. 6,832,472 (50 percent
of the of the total pavable amountjof Infrastructure cess payable from December 27, 2006 to May 31, 2011. Subsequent
imports of the company be released against 50 percent payment of Infrastructure cess to Excise and Taxation Depariment
and furnishing of bank guarantee of balance amount. However the full amount of Infrastructure Cess form component of
cost of imported items and provision recorded in books. Bank guaraniees amounting to Rs. 8,957,572/ (June 30, 2013 :
Rs. 8,957,572/) have been provided to the department.

The company has obtained stay order from honorable Lahore High Court against the payment of ¢lectric duty to LESCO . An
amount of Rs. 1,441,434/~ has been provided in the accounts on account of electric duty.
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28.1.3

28.1.4

28.1.5

281

29

29.1

Banking companies and financial institutions including Silk Bank Limited, MCB Bank Limited, Habib Bank Limited,
KASB Bank Limited, United Bank Limited, Bank of Punjab, Askari Bank Limited, National Bank of Pakistan, Bank
Alfalah, Burj Bank, Pair Investment, Faysal Bank Limited, Al-Baraka Bank Limited and First Trust Modaraba have
filed suits for recovery, sale of stocks under charge and injunction against the company in different Banking Courts,
Civil Courts and High Courts. The aggregate amount claimed in the suits against the company is Rs. 1,750,851,496/-
{June 30, 2013: Rs. 781,480,685/-) and permanént injunction. The company is strongly contesting its case before
various courts, As per Legal Opinion, all the above matters are being contested by the Company on merits as well as
various cogent factual and lcgal grounds available to the Company under law as reflected in the respective pleadings.
However, the liability in respect of principal outstanding is fully provided where as the mark up amounting lo
Rs. 413,441,112/ (June 30, 2013: Rs, 226,495,509) is not provided in these financial statements due to the above stated
reason.

The company has filed a suit in Honorable Lahore High Court jointly against several banking companies and financial
institutions under section 9 of the Financial Institutions (Recovery of Finances) Ordinance, 2001 for redemption / release
of security, rendition of accounts, recovery of damages, permanent injunction and ancillary reliefs. The Honorable
Lahore High Court vide its order sheet, reference C.M No. 1-C of 2013, dated November 27, 2013 has ordered not to
disturb the present position of current assets and fixed assels of the company.

Note 2014 2013
Bank guarantees issued on behalf of the company Rupees Rupees
Sui Northern Gas Pipelines Limited 20,362,200 20,362,200
Director of Excise and Taxation 8,957,572 8.957.572
29319.772 29319772
Commitments
Commitments amount to Bs. Wil as at June 30, 2014 (Rs. Nil: June 30, 2013).
sy Ri“ I: eg Ilin ':cs
SALES - NET P P
Export Sales 29.1 = 148,370,000
Add : Export rebates - 5B48
- 148,375,848
Local Sales - Yamn 152,487,917 243,353.325_
- Waste 12,391,549 34,020,406
- Cotton / Fabric 16,291,103 7.579,137
- Processing 141,487,716 171,263,934
322,659,285 461,216,802
Sales return - (3.133,720)
321,659,285 458,083,082
Sales tax (6,489,899) (2,977.079)
316,169,386 603,481,851

Export sales includes exchange gain amounting to Rs. Nil/- (June 30, 2013 : Rs. 43, 824/-).

ANNUAL REPORT 2014 | 43




Gulistan Spinning Mills Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2014

30  COST OF SALES g
Raw material consumed 30.1
Raw material sold
Packing material consumed
Stores and spare parts consumed 30.2
Fuel and power consumed :
Yam processing charges
Salaries, wages and benefits 30.3
Insurance expense
Repair and maintenance
Depreciation 6.1.1

Others

Work in process
Opening stock
Closing stock

Cost of goods manufactured
Finished stocks
Opening stock
Finished goods purchased
Closing stock

30,1 Raw material consumed
Opening stock
Purchases

Raw material sold
Closing stock

2013
2 (Restated)
Rupees |

115,121,624 259.676.381
15,660,005 7,447,440
1689617 13,311,667
19,385,666 21,510,544
103,368,209 117, 160,080
- 801,236
74,829,219 104,741.684
094,816 1.666.400
1,832,780 4,799,741
53,080,338 55,784,175
1,447,609 1,670,717
393,509,883 588,570,065
e 16.263,789

- 16,263,789
393,509,583 604,833,854
37,169,168 74,085,867
- 15,059,930
(31,461,923) || (37,169.168)

5,707,245 52,576,629
399,217,128 657,410,483
200,932,369 216,503,026
130,651,714 251,553,164
331,584,083 468,056,190
(15,660,005) (7.447.440)
{200,802,454) (200,932,369)
115,121,624 259,676 381

30.2  Storc and sparc parts consumed includes the provision for slow moving items amounting to Rs. Nil (June 30, 2013 : Rs. Nil-).

3.3 Salaries, wages and benefits include staff retirement benefits amounting to Rs. 3,840,174/~ (June 30, 2013 : Rs. 5,542,235/-),

Mote

K] | OTHER INCOME
Income from financial assets
Profit on saving accounts
Foreign exchange gain
Intercst an Receivables from Associated undertakings
Income from other than financial assets

Gain on disposal of equity instruments
Gain on ceasation of equity method on associates
Gain on sale of property, plant and equipment
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2013

24 (Restated)
Rupees _I

1,340,705 1,359,777

98,414 -
4,301,711 5,652,208
- 1,727,249

16,832 -
300,347 451,621
6,058,009 9,190,855
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32 DISTRIBUTION COST

Postage and telephone
Commission on export sales
Commission on local sales

Foreign currency charges on export

Freight and handling - export
Export development surcharge
Others

33 ADMINISTRATIVE EXPENSES

Director's benefits

Staff salaries and benefits
Rent, rates and taxes
Printing and stationery
Postage and telephong
Electricity, gas and water
Repair and maintenance
Vehicles running and maintenance
Advertising

Traveling and conveyance
Legal and professional
Auditor's remuneration
Fee and subscription
Insurance

Depreciation

Others

33.1 This represents traveling expenses paid to one of the directors of the company.

Note 2014 2013
Rupees Rupees
- 44.800
- 2,669,443
T1 478 1,543,203
- 1,721.416
245,000 2,906,928
- 375,338
- 39,844
320,478 9,300,972
2013
Note 2014 (Restated)
Rupees
33.1 156,969 220,446
332 14,141,513 16,607,726
1,243,692 44,160
534,203 571,424
278,481 309,653
140,352 476,575
154,235 487,152
1,504,014 1,744,489
78,700 32,000
992,361 1,081,672
4,481,500 14,708,642
333 1,042,100 968,900
219,534 279,241
183,821 268,260
6.1.1 1,478,217 1,837,721
196,487 776,344

MITiI 79 4ﬂlii4idﬂj

332 Siaff salaries and benefits include staff retirement benefits amounting to Rs. 1,916,346/- (June 30, 2013 : Rs. 2,404, 968/-).

333  Auditor's remuneration

Annual audit
Half yearly review

Review report on code of corporate governance

34 OTHER OPERATING EXPENSES

Donations
Foreign exchange loss
Debit balances written oft

Note 2014 2013
Rupees . Rupees
BOS,200 732,000
137,000 137,000
99,900 99,500
1,042,100 968,900
2014 2013
e Rupees Rupees
4.1 - 486,420
- 2,512,948
187,208 1,198,335
187,208 4,197,703

34.1 This amount represents donations made to Haji Jamal ud Din charitable trust (unrecognized trust) in which the
Chef Executive/Director of the company, Mr. Tanveer Ahmed, are one of the trustees of the trust. Besides this, none of the

directors and their spouses had any interest in donee institutions.
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a5

36.2

a7

33
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FINANCE COST
Mark up

Long term financing

Liabilities against assels subject to finance lease

Short term borrowings

Mark-up on outstanding balances of Associated undertaking

Bank charges

TAXATION

Current
Prior

Deferred

MNote

Mote

36l

362

2013
i {Restafed)
[ Rupees ]
2,002,625 3.065.317
176,854 378,168
1,885 5,916,544
21,394,389 3,706,621
1,321,522 1,262,989
5,897.274 14,329,639
014 013
Rupees Rupees
- 1.570,088
- 1,570,088
{13,058,558)  (14.717.467)
{13,058,558) (13,147,379

Current taxation charge has been worked out in accordance with the provisions of the Income Tax Ordinance, 2001. During
the vear company has declared gross loss before set off of depreciation and other inadmissible expenses under the Income

Tax Ordinance, 2001,

The relationship between tax expense and accounting profit has not been presented in these financial statements as the total

taxable income of the company attracts final tax under Income Tax Ordinance, 2001,

L0O5S PER SHARE - BASIC AND DILUTED

Loss

Profit / {loss) for the purpose of basic earnings per share

Loss for the year

Number of shares
Weighted average number of ordinary shares outstanding

during the period

Loss per share - basic and diluted (Rupees per share)

CHANGES IN WORKING CAPITAL

(Increase) ! decrease in stores, spare parts and loose tools
{Increase) / decrease in stock in trade

(Increase) / decrease in rade debts

{Increase) / decrease in loans and advances

{Increase) / decrease in trade deposits and shorl lerm prepayments
{Increase) / decrease in Interest Accrued

{Increase) / decrease in sales tax refundahble

{Decrease) / increase in trade and other payables

Mote

MNote

2013
s {Restated)
| Rupees |
{97,293,041)  (103,190,491)
14,641,000 14,641,000
(6.65) (7.05)
2013
2014 {Restated)
I_ Rupees |
3,686,948 13,055,223
5,537,159 101,711,958
43,087,820 3,047 669
(3,334,545) 163,735
(1,507,405) 1.580,478
1,104,793 (5,652,208)
1,767,681 (%30,453)
35,947,137 (55,846,233
86,589,588 57.230.169
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39  REMUNERATION OF CHIEF EXECUTIVE OFFICER, DIRECTORS AND EXECUTIVES

Mo remuneration was paid to chief exccutive officer and directors. However, the monetary value of the benefit given to
director is Rs. 156,969 (Junc 30, 2013 : Rs. 220,446). The remuneration paid to execulives are as follows.

Note 014 2013
Rupees Rupees
Remunecration 2,502,941 3,144 568
House rent allowance 576,029 1,100,599
Convevance allowance 741,292 737.340
Medical allowance 250,294 314,457
Utilities allowance 125,147 157,228
4,495,703 5,454,192
Number of persons [ 3]
Mon executive directors are not given any remuneration and benefits.
40 CASH AND CASH EQUIVALENTS
Cash in hand 42,00 69,783
Cash with banks
Current accounts 868,409 2,110,023
Saving accounts 53,044 51,422
Certificates of deposit 4,362,370 4,362,370
5,283,823 6,523,813
Book overdraft {3,080,511) (4,080,691}
2,245,346 2,512,907

41 FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES
41.1 Fair values of financial instruments

Fair value is the amount for which an asset could be exchanged or liability be settled between knowledgeable willing parties in
an arm's length transaction. As at the reporting date, fair values of all financial instruments are considered to approximale their
camying amounts,

41.2 Methods of determining fair values

Fair values of financial instruments, with the exception of investment in associates, for which prices are available from the
active market are measured by reference to those market prices. Fair values of financial assets and liabilities with no active
market and those of investments in subsidiaries are determined in accordance with generally accepted pricing models based on
discounted cash flow analysis based on inputs from other than observable market,

41.3 Discount / interest rates used for determining fair values

The interest rates used to discount estimated cash flows, when applicable, are based on the government yicld curve as at the
reporting date plus an adequate credit spread.

41.4 Significant assumptions used in determining fair values

Fair values of financial assct and liabilities that are measured at fair value subsequent to initial recognition are determined
by using discounted cash flow analysis. This analysis requires management to make significant assumptions and estimates
which may causc material adjustments to the carrying amounts of financial assets and financial liabilities in future periods.
These assumptions are not fully supportable by observable market prices or rates. Significant assumptions used by the
Company in determining fair valuc of financial assets and liabilities and information about other estimation uncertainties
are as follows:
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41.5

41

42.1
42.1.1

Investments in associates

In determining the fair values of investments in associates, a risk-adjusted discount factor of Nil (June 30, 2013: Nil ) has
been used. If discount factor was 1% higher or lower, the carrying amount of investment would decrease or increase by
Rs. Nil or Rs. Nil (June 30, 2013: Rs. Nil or Rs. Nil) respectively. The management also makes various other assumptions
based on historical trends and future plans of the management. There are normal risks associated with these assumptions
and may include effects of regulatory and legislative changes, increased competition, technological changes, pricing
pressures, changes in labor and material costs and the prevalent general business and economic conditions. However,
there are no other sources of estimation uncertainty that may have a significant risk of causing any material adjustment to
the carrying amounts of investments.

Significance of fair value accounting estimates to the Company's financial position and pert‘nrmpnte

The Company uses fair value accounting for its financial instruments in determining its overall financial position and in
making decisions about individual financial instruments. This approach reflects the judgment of the Company about the
present value of expected future cash flows relating to an instrument. The management believes that fair value information
is relevant to many decisions made by users of financial statements as it permits comparison of financial instruments
having substantially the same economic characteristics and provides newtral basis for assessing the management's
stewardship by indicating effects of its decisions to acquire, sell or hold financial assets and to incur, maintain or discharge
financial liabilities.

FINANCIAL RISK EXPOSURE AND MANAGEMENT

The company has exposure to the following risk from its use of financial statements,

42.1 Credit risk
422 Liguidity risk
42.3 Market risk

The board of directors has overall responsibility for the establishment and oversight of company's risk management
framework. The board is also responsible for developing and monitoring the company's risk management policies,

Credit risk
Exposure to credit risk

Credit risk is the risk of financial loss to the company if a customer or counterparty to a financial instrument fails 1o
meet its contractual obligations, and arises principally from the trade debts, loans and advances, trade deposits,
short term prepayment and other receivable, accrued markup and cash and bank balances. Out of total financial
assets of Rs. 61.232 million (June 30, 2013: 92 080 million), financial asset which are subject to credit risk
aggregate to Rs. 55.847 million (June 30, 2013: 85.487 million). The carrying amount of finaneial assets represents
the maximum credit exposure, The maximum exposure to credit risk at the reporting date is as follows:

2014 2013
Rupees Rupees
Long term deposits 2,780,500 1,273,000
Trade debts 13,037,535 66,125,355
Trade deposits, prepayments and other receivables 3,924,012 3,578,999
Accrued mark up 26,104,394 14,100,522
Cash and bank balances 5325857 6,593,598

61,172,798 92.080.474

42.1.2 Concentration of Risk - Geographical dispersion

Local debtors 13,037,535 66,125,355
13,037,535 66,125,355

42.1.3 Concentration of Risk - Type of customer

Yam 13,037,535 66,123,355
13,037,535 66,125,355
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42.1.4 The aging of trade debtors at the balance sheet is as follows.

Mot past due

Past due 0 - 90 days

Past duc 91 - 180 days
Past duc 181 days - 1 year
More than one vear

422 Liquidity risk

2014 2013
Rupees Rupees
1,751,266 571,065
206,742 13,735,672
12,148,930 5,838,657
775,650 14,045,908
8,215,006 32,534,053
13,097,594 66,725 355

Liquidity risk is the risk the company will not be able to meet its financial obligations as they fall due. The company's
approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to meet its
liabilities when due, under both normal and stressed conditions, without insuring unacceptable losses or risking damages
to the company reputation. The following are the contractual maturities of financial liabilitics, including interest payments
and excluding the impact of netting agreements, As fully explained in note no. 27 the company has filed a suit in Honorable
Lahore High Court jointly against financial institutions under section 9 of the Financial Institutions (Recovery of Finances)
Ordinance, 2001 for redemption / release of security, rendition of accounts, recovery of damages, permanent injunction
and ancillary reliefs. Since the matter is prejudice in the Honorable Lahore High Court, the company has not acknowledged
its liability until the amount of principal and mark up is reconciled with the financial institutions in accordance with the
abave mentioned suit. Disclosure below is presented only to comply the requirement of international Financial Reporting

Standards (IFRS) and in accordance with the existing repayment term,

[ : 2014 |
Carrying Contractual || Six months or| [Six to twelve]] Two to five ||More than five
amount cash flow less months Years years
[ Rupees |
Non - derivative
Financial liabilities
Long term financing 171,428,572 221,130,239  117.070,163 27,827,096 76,232,980 -
Long term financing from director 177,818,341 177,818,341 - - 177,818,341 -
Liabilities against asset subject to
finance lease 17,199,239 18,111,334 17,207,368 382,008 521,958 -
Trade and other payvables 423,169,926 423,169,926 423,169,926 - - -
Accrued mark up / interest 16,841,346 16,841,346 16,841,346 - - -
Short term borrowings 1,144,495,742  1,491,669,387 1.491.669,387 - - -
1,950,953,165  2,348,740,572 1,065958,189 28,209,104 154,573,279 «
I 2013 [
Carrying Contractual || Six months or ||Six o twelve|| Twoto five || More than five
amount cash flow less months yEars vears
| Rupees |
Non - derivative
Financial liabilities
Long term financing 171,428,572 221,130,239 64,925,389 31,117,816 125,087,033 -
Long term financing from director 103,000,000 103,000,000 - - 103,000,000 -
Liabilities against asset subject to
finance lease 17,595,397 18,684,341 16,761,594 547278 1,375,469 -
Trade and other payables 387,192,692 387,192,692  387.192.692 - - -
Acecrued mark up / interest 12,444,332 12,444 332 12,444,332 - . -
Short term borrowings 1,243,110,280 1 442,161,873 1,442,161.873 - - -
1,934,771,273  2,184,613,477 1,92),485881 31,665,094 129,462,502 -
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41.2.1

42.3

41.3.1

41.3.2

50 |

The contractual cash flows relating to the above financial liabilities have been determined on the basis of mark up rates
effective as at June 30, The rates of mark up have been disclosed relevant notes to these financial statements.

Market risk

Market risk is the risk that the value of the financial instruments may fluctuate as a result of changes market interest rates
or the market price due to a change in credit rating of the issuer or the instrument, change in markel sentiments, speculative
activities , supply and demand of securities and liquidity in the market. The company is exposed to currency risk and
interest rate risk only.

Currency risk
Exposure to currency risk

The company is exposed o cumrency risk on trade debts, borrowing and import of raw material and stores thal are
denominated in currency other than the respective functional currency of the company, primarily in US$. The currencies in
which these transaction primarily denominated in 1SS and Euro. The company's exposure to foreign currency is as follows.

Uss Others Rupees
Trade debts 2014 : - -
Trade debts 2013 - - -
The following significant exchange rates applicd during the vear.
2014 013 2014 2013
Average Rates Reporting date rates
US% to Rupee 98.68 89.93 98.75 98.60

Sensitivity analysis ;

5%, strengthening of Pak Rupee against the following currencies at June 30, would have increased / (decreased) equity and
profit and loss by the amount shown below. The analysis assumes that all other variables. in particular interest raies, remain
constant. 5% weakening of Rupee against the above currencies at period ends would have had the opposite eftects on the
above currencies to the shown below on the basis that all other variables remain constant.

2014 2013
Rupees Rupees

LS Dollar = -

The sensitivity analysis prepared is not necessarily indicative of the effects on the profit for the year and liabilities of the
company.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of change
in market interest rates. Majority of the interest rate exposure arises from short and long term borrowing from banks and
term deposits in PLS saving accounts with banks. At the balance sheet date the interest rate profile of company's interest
bearing financial instrument is as follows.

2014 2013
Rupees Rupees

Fixed rate instruments

Financial assets : 10,719,750 9,808,500

Financial liabilities - -
Variable rate instruments

Financial assels 4,415,414 4,413,792

Financial liabilities 1,161,694,981 1.260.705.677
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Fair value sensitivity for fixed rate instruments

The company does nol account for any fixed rate financial assets and liabilities at fair value through profit and loss. Therefore,
a change in interest rates at the reporting date would not effect profit and loss account.

Cash flow sensitivity analysis for variable rate instruments

A change of 100 basis points in interest rates at the reporting date would have increased [/ (decreased) equity and profit or
loss by the amounts shown below, This analysis assumes that all other variables, in particular forcign currency rates remain
constant. The analysis is performed on the same basis for June 30,2013,

Profit and Loss

Equity

100 bp
increase

100 bp
decrease

100 bp
increase

100 bp
decrease

Rupees

Cash tlow sensitivity - variable rate instruments 2014 {(11,616,950) 11,616,950 - -
Cash flow sensitivity - variable rale instruments 2013 (12,607,057) 12,607,057 - -
42.4 Fair value of financial assets and liabilities
The carrving value of all financial instruments reflected in the financial statements approximate to their fair values. Fair
value is determined on the basis of objective evidence at each reporting date.
2014 2013
415 Off balance sheet items Rupees Rupees
Bill discounted with recourse - 5
Bank guarantees issued in ordinary course of business 219,469,772 29469772
42.6 The effective rate of interest/ mark up for the monetary financial assets and liabilities are mentioned in respective notes Lo
the financial statements.
43 CAPITAL RISK MANAGEMENT
The company's prime object when managing capital is to safeguard its ability to continue as a going concemn in order (o
provide adequate returns for shareholder and benefits for other stakeholders and to maintain an optimal capital structure to
reduce the cost of capital.
In order to maintain or adjust the capital structure, the company may adjust the amount of dividends paid to shareholdurs,
issue new shares or sell assets to reduce debt.
Consistent with others in the industry, the company monitors capital on the basis of the gearing ratio. The ratio is calculated
as total borrowing divided by the total capital employed borrowing represent long term financing, long term financing from
directors and short term borrowing. The capital employed includes total equity as shown in balance sheet plus borrowing.
2014 .l
(Restated)
| Rupees |
Borrowings 1,496,823, 166 1.521.619,343
Total equity (1,218,863,218) (1.214,977.904)
Total capital employed 277,959,948 306.641.639
Gearing ratio 538.50% 496.22%
44 RELATED PARTY TRANSACTIONS
The related parties comprise holding company, subsidiaries and associated undertakings, companies with common

directorship, other related group companies, directors of the company. key management personnel and post employment
benefit plans,
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! ; 014 2013
Nature of relationship Rupees Rupees
Related parties due to significant influence
Purchases 881,959 13,689,000
Sales 31,203,405 79.463,347
Processing charges - 801,236
Accrued interest - expense 1,394,389 3,706,621
Interest accrued - Income 4,301,711 5,652,208
Others - Sale of non current assets 560,000 600,000
All material transactions with related parties are at arm's length,
Compensation of key management personnel Remuneration and other benefits 4,495,703 5,454,192
Post employment benefits 4,601,027 3,401,102

The related party status of outstanding receivable / payable, and investments as at June 30, 2014 is disclosed in the
respective notes to the financial statements.

Transactions with related parties essentially entail sale and purchase of goods and { or services. All ransactions are carried
out on commercial basis.

Key management personnel are those persons having authority and responsibility for planning, directing and controlling
the activities of the entity. The company considers all members of their management team, including the chief executive
officer and directors to be its key management personnel.

There are no transactions with key management personnel other than under their terms of employments / entitiements.
Balance outstanding from related parties are unsecured and repayable on demand or as contracted. Amounts due to related
parties are shown in the relevant notes to the financial statements.

45 PLANT CAPACITY AND ACTUAL PRODUCTION 2014 2013
Mumber of spindles installed 14,096 24,096
Number of spindles on the basis of shifts worked 12,640,903 16,734,898
Mumber of shifts worked 2tod 203
Installed capacity in kilograms afler conversion into 2(/s counts 8,029,854 E,029. 854
Actual production of varn in kilograms after conversion into 20/s counts 2,040,769 3,953,027
All counts production 1,150,938 3,995,603

45.1 Itis difficult to precisely describe production capacity and the resultant production in the textile industry since it fluctuates
widely depending on various factors such as count of yamn spun, raw material used, spindle speed. twist ete,

45.2 Severe energy crisis in the form of unscheduled and unprecedented gas and electricity load shedding catastrophically
impaired the production of the company resulting in a major production short fall as compared to the last year. Financial
institutions have also curtailed the short term limits and froze the funds in current accounts to clear the mark up and other
dues. These all factors caused production short fall.

46 NUMBER OF EMPLOYEES | 2014 Il 2013
Number of employees as at | Atyearend || Average || Atyearend || Average
- Permanent 45 466 679 T4
- Contractual : - - 40 38

47 CORRESPONDING FIGURES

47.1 Comparative information has been rearranged and reclassified, wherever necessary, for the purpose of betier presentation
and comparison. Minor reclassifications were made in cash flow statement for better presentation and understanding.

48 DATE OF AUTHORIZATION FOR ISSUE ]
These financial statements have been authorized for issue on October 09, 2014 by the board of directors of the company.

Tanveer Ahmed Sohail Magsood
Chief Executive Director
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Gulistan Spinning Mills Limited

PATTERN OF SHAREHOLDING
AS JUNE 30, 2014
S[::x:;tl-dirn Frowm Shareholding To Shares Held Percentage
993 1 100 14,739 010
268 101 500 58,561 0.40
255 sm . 1,000 195,070 1.33
136 1,001 5,000 349,164 2.38
46 5,001 10,000 346,292 237
7 10,001 15,000 88,253 0.60
6 15.001 20,000 106,439 0.73
1 20,001 25,000 21,961 0.15
6 25,001 30,000 161,456 1.10
1 30,001 35,000 31,376 0.21
2 35,001 40,000 74,879 0.51
k! 40,001 45,000 128,139 0.88
2 45,001 50,000 96,609 0.66
p 50,001 : 55,000 103,091 0.70
1 55,001 60,000 60,000 0.41
1 63,001 70,000 67,618 046
2 70,001 75,000 146,500 1.00
1 75,001 80,000 76,859 0.52
1 £0,001 85,000 81,625 0.56
1 85,001 90,000 £9.395 0.61
1 90,001 95,000 92,082 0.63
2 145,001 150,000 298 828 2.04
1 165,001 170,000 169,103 1.15
i 200,001 205,000 202,777 1.38
1 205,001 255,000 254,500 1.74
1 275,001 280,000 277,500 1.90
1 615,001 620,000 619,543 4.23
1 680,001 685,000 680,806 465
1 1,110,001 1,115,000 1,114,689 7.61
1 1,160,001 1,165,000 1,162,251 7.94
1 1,350,001 1,355,000 1,350,655 9.23
1 1,365,001 1,370,000 1,366,910 0.34
1 1,395,001 1,400,000 1,400,000 9.56
l 1,445,001 1,450,000 1,450,000 9.90
1 1,500,001 1,905,000 1,903,330 13.00
1,753 14,641,000 100.00
* Note; There is no shareholding in the slab not mentioned
CATEGORIES OF SHAREHOLDERS
AS AT JUNE 30, 2014
. No. of Share  No. of Shares
Particulars Holders Held Percentage
Directors, Chief Executive Officer, Their Spouses and Minor Children 9 3,955,635 27.02
Associated Companies, Undertakings and Related Parties | 202,777 1.3%
NIT & ICP 2 964 0.01
Banks, Development Finanee Institutions, Non- Banking Financial Institutions 3 426,492 291
Joint Stock Companies 5 78,550 0.54
General Public (Local) 1,726 5,747,676 39.26
Other Companies 7 4,228,906 28.88
1,753 14.64 1,000 100,00
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Gulistan Spinning Mills Limited

CATEGORIES OF SHAREHOLDERS

AS AT JUNE 30, 2014
A) ASSOCIATED COMPANIES, UNDERTAKINGS AND RELATED PARTIES SHARES
Paramount Spinning Mills Limited 202,777
B) NIT & ICP
IDBL (ICF UNIT) 464
Investment Corporation of Pakistan 500
C) DIRECTORS, CHIEF EXECUTIVE OFFICER, THEIR SPOUSES
AND MINOR CHILDREN
DIRECTORS
Mr. Tanveer Ahmed 2,584,136
Mr. Riaz Ahmed 1,986
Mr. Muhammad Shafig 500
Mr. Sohail Magsood 550
Mr.Umer Hayat Gill 500
Mr. Iftikhar Ali 500
Mr. Muhammad Yousuf 553
SPOUSES
Mrs. Naureen Tanveer 1.366,910
D) BANKS, DEVELOPMENT FINANCIAL INSTITUTIONS, NON
BANKING FINANCIAL INSTITUTIONS, INSURANCE COMPANIES,
MODARABAS & MUTUAL FUNDS
- BANKS
Mational Bank of Pakistan 148,992
The Bank of Punjab, Treasury Division 277.500
E) OTHER COMPANIES 4,228,906
F} JOINT STOCK COMPANIES T8.550
G) GENERAL PUBLIC (LOCAL) 5,747,676
14!641,1100
H) SHAREHOLDERS HOLDING 05% OR MORE
Mr. Tanveer Ahmed 2,584,136
BLESSED CORPORATION (PVT.) LTD. 1,450,000
OFAL (SMC-PRIVATE) LIMITED 1,400,000
Mrs. Maureen Tanveer 1,366,910
Peridot Products (Pvt) Limited 1,350,635
Ibrahim Shakoor 1,312,251
Mr. Mustafa Shaikh 1.114.689
I) 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 NIL
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FORM OF PROXY

I/'We being member of Gulistan Spinning Mills Limited

holder of ordinary shares as per share register Folio No. and/or
CRC Participant 1.D. No. Account No. hereby appoint
M. who is also member of Gulistan Spinning Mills Limited
vide Folio No. or CDC Participant 1D No. ﬂccc;unt No. or failing
him/her of of Mr. who is also member of
Gulistan Spinning Mills Limited vide folio No. or CDC Participant [.D. No.

Account No. as my/or 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 October 31, 2014 at 11:30 a.m and at any

adjournment thereof.

As witness my hand this day of 2014
Appropriate
Signed by the said Revenue
Stamp
In the presence of
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 meeting.
i 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 this meeting, must bring with them their National
Identity Card/Passport in original to prove his /her identity, and incase of proxy must inclose an
attested copy of his’hed NIC or Passport.

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