
 Khyber Textile Mills Limited 
 

                                                                                          

1 

 
 ANNUAL REPORT 2017 

 
    CONTENTS 

 PAGE 
 

Company Information       02 

Vision & Mission Statement &      

Statement of Ethics and Business Practices    03 

Key Operating and Financial Data     04 

Notice of Annual General Meeting     05 

Chairman’s Review       06 

Directors’ Report to the Member     07 

Statement of Compliance with the Code of  

Corporate Governance      11 

Review report to the Members on  

Statement of Compliance with Best 

Practices of Code of Corporate Governance    14 

Auditor’s Report to the Members     15 

Balance Sheet        17 

Statement of Comprehensive Income     18 

Cash Flow Statement       19 

Statement of Changes in Equity     20 

 Notes to the Accounts       21 

Pattern of Shareholding      41 

Pattern of the Holding of Shares     42 

 Form of Proxy       43 

 
 
 
 
 
 
 
 
 
 
 
 



 Khyber Textile Mills Limited 
 

                                                                                          

2 

 
COMPANY INFORMATION  

 
 
CHAIRMAN                                                 Mr. Aurangzeb Khan  
CHIEF EXECUTIVE    Mr. Adam Jadoon 
 
DIRECTORS     Mr. Adam Jadoon 

Mr. Aurangzeb Khan 
Mr. Nasir Khan 
Mr. Amanullah Khan 

      Mr. Omar Farid Jadoon 
      Mr. Muhammad Bahauddin 
      Mrs. Aamna Jadoon 
 
AUDIT COMMITTEE     

CHAIRMAN    Mr. Nasir Khan 
MEMBER     Mr. Aurangzeb Khan 

 MEMEBER     Mrs. Aamna Jadoon 
 
HR COMMITTEE     

CHAIRMAN    Mr. Amanullah Khan 
 MEMBER    Mrs. Aamna Jadoon 
 MEMBER     Mr. Nasir Khan 
 
 
COMPANY SECRETARY   Mr. Sadaqat Khan                 
 
C.F.O      Mr. Taj Muhammad 
 
AUDITORS     Tanwir Arif and Company 
      Chartered Accountants 
 
REGISTERED OFFICE   Khyber Textile Mills Ltd. 
& HEAD OFFICE     Baldher, District Haripur, 
      Khyber Pakhtunkhawa 
 
 
MILLS     Baldher, District Haripur, 
        Khyber Pakhunkhawa 
 
 
Website address:-     www..khybertextile.com  
 
Email Address:  info@khybertextile.com 
 
 
 
  
 



 Khyber Textile Mills Limited 
 

                                                                                          

3 

 
VISION STATEMENT  

 
To remain an important contributor in the home market to serve the needs of our valued 
customers and through them cater to the requirements of general public at large, with 
dedication. 

MISSION STATEMENT  
 
The Mills is situated in a remote area of Khyber Pakhtunkhwa, despite these odds it still has 
the following two missions: 
 
Number one: to contribute to the economy of the country by producing quality 

products and to the extent of its maximum capacity, thereby making 
humble contribution to the exchequer and the national product. 

 
Number two: to provide employment to the residents of the surrounding areas and: 
  Take care of their health and safety problems  Train them in their professional field to improve their efficiency 

through education, training and development of human 
resources. 

 
 

STATEMENT OF ETHICS AND BUSINESS PRACTICES 
 
The Organization of Khyber Textile Mills will be guided by the following principles in all 
activities for achievement of the Organizational objectives. 
  Ensure that the affairs of the Company are being carried out prudently within the 

frame work of existing laws & regulations and high business ethics.  Accuracy of books and record of the Company and its safe custody.  Admissible and genuine payment of amounts due to customers, employees, agents 
and suppliers.  A drive to ensure that KTML succeeds as a business.  Assurance of healthy & safe environment.  Respect of employees, suppliers, agents, customers & shareholders. 

 
The dealing of Khyber Textile Mills with all elements especially with the Government and 
Financial Institutions are based on honesty. In maintaining accounting and financing policies 
and procedures KTML is guided by corporate regulations, Companies Ordinance, 1984 and 
Code of Corporate Governance.  
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KEY OPERATING AND FINANCIAL DATA  

 
                            (Rupees in ‘000) 

 

OPERATING:  

2017 2016 2015 

 

2014 

 

2013 

 

2012 

 

Net Sales 0 0 0 0 0 0 

Gross (Loss) Profit 0 0 0 0 0 0 

Operating 

Profit/(Loss) 
(9,315) (16,146) (1,250) (1,342) (1,587) (874) 

Pre Tax Profit/(Loss)  (9,265) (12,277) (1,250) (1,342) (1,587) (874) 

After Tax Profit/(Loss)  (6,138)   (7,618)  3,900 (2,790) (1,587) (874) 

 

Tangible Fixed Assets 438,544 448,558 460,716 473,953 488,376 30,684 

Long Term Deposit         89         89 89 89 89 89 

  438,633 448,647 460,805 474,042 488,465 30,773 

 

Current Assets 3,345 3,372 3,322 3,318 3,313 6,650 

Current Liabilities (41,468) (40,655) (40,623) (40,582) (40,547) (40,568) 

Working Capital (38,123) (37,283) (37,301) (37,264) (37,234) (33,968) 

Share Capital 12,275 12,275 12,275 12,275 12,275 12,275 

Accumulated Losses (34,957) (38,519) (42,103) (57,035) (55,386) (48,067) 
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NOTICE OF ANNUAL GENERAL MEETING 

 
Notice is hereby given that the 56th, Annual General Meeting of the Shareholders of KHYBER 
TEXTILE MILLS LIMITED will be held on Tuesday, the 31st October, 2017 at Registered 
Office of the Company, at Baldher, District Haripur, Khyber Pakhtunkhawa.at 1:00pm to 
transact the following business. 
 

1. To confirm the minutes of the 55th Annual General Meeting of the Shareholders held 
on 31st October, 2016. 

2. To receive, consider, and adopt the Annual Audited Accounts of the Company for the 
year ended 30th June, 2017 together with Directors and Auditors Reports thereon.. 

3. To appoint auditors of the Company for the year 2017-2018 and to fix their 
remuneration. The Board of Directors has recommended M/s Tanwir Arif & Co, 
Chartered Accountants who consented to act as Auditors of the Company for the year 
2017-2018. 

4. To discuss continued stoppage of production, ongoing banking litigation, the credit 
restrictions facing the Company, possible rehabilitation of the textile unit and the 
current business climate for the industry.  

5. To invite and discuss new initiatives and proposals regarding the utilization of available 
resources for generation of legitimate income for the Company e.g. usage of excess 
areas of the Mill’s land & buildings for agriculture use, livestock rearing and rental of 
empty warehouses for storage etc. 

6. To  invite and discuss exploring of Joint Venture Business opportunities with investor 
in view of the opening of the CPEC.  

7. To discuss the progress of the alternative business activities occurring on the Mills 
excess land and empty buildings; specifically the creation of a livestock farm, 
purchase& sale of livestock and the rental of warehouses for storage purposes. 

8.  To transact any other business of the Company with the permission of the Chair. 
 
 
Baldher: 7th October, 2017  
BY ORDER OF THE BOARD 
 
For Khyber Textile Mills Limited 
 
 
 
Sadaqat Khan 
Company Secretary 
 
NOTES: 
1. The Share transfer books of the Company will remain closed from 22nd October, 2017 to 
31st October 2017 (both days inclusive) 
2. A member entitled to attend and vote at the Meeting may appoint another member as his / 
her proxy to attend and vote. In order to be effective proxies must be delivered at the 
Company’s registered Office Baldher, District Haripur at least 48 hours before the time of 
Meeting and must be stamped, signed and witnessed. 
3. Shareholders are required to promptly notify the Company any change in their address. 
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CHAIRMAN’S REVIEW  

 
(In the Name of Allah the Magnificent the Merciful) 
 
I welcome you with great pleasure to the 56th Annual General Meeting of your Company for 
the year ended 30th June, 2017. 
 
Operating Results: 
 
 

2017 2016 2015 2014 2013 2012 

-----------------------------------Rupees in “000”-------------------------------- 

 
Sales 

    0     0   0   0    0   0 

Operating Profit / 
(Loss) (9,315) (16,146) (1,250) (1,342) (1,587) (874) 

Profit / (Loss) after 
tax 

 (6,138)  (7,618) 3,900 (2,790) (1,587) (874) 

Accumulated Loss (34,957) (38,519) (42,103) (57,035) (55,386) (48,067) 

 
 
During the period under review, the Mill’ s production remained closed. However I am pleased 
to note that during the financial year under review management has been successful in 
generating revenue through creating alternative legitimate business activity on the Company’s 
premises.       
 
 
ACKNOWLEDGEMENT:  
 
I thank the management and staff for their hard work and devotion for the betterment of the 
Company. 
 
 
 
 
 
          
 
Baldher, Haripur                Mr. Aurangzeb Khan 
Dated: - 7th  October  2017                                       Chairman 
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DIRECTORS’ REPORT TO THE SHAREHOLDERS  

 
Dear Members, 
 
The Board of Directors welcomes you at the 56th Annual General Meeting of your Company 
and are pleased to present the Annual Accounts duly audited together with Auditors’ Report 
along with other relevant statements as required by the Code of Corporate Governance of 
Stock Exchange for the year ended 30th June, 2017. 
 
Financial Results: 
 
During the period under review, the Mill’s production remained closed, however there were 
revenue generation activities through rental income and other alternative business activity has 
commenced on the Mills premises. 
  

 June 30th 2017 June 30th 2016 
  

 
Administrative expenses (13,237,814) (16,610,606) 

Other Operating Income - Rent 3,922,898 464,000 
Operating loss (9,314,916) (16,146,606) 
Other income 293,842 4,042,500 

 (9,021,074) (12,104,106) 
Finance Cost - Bank charges 4,085 - 

Other operating expenses 239,700 173,100 
 243,785 173,100 

Loss before taxation (9,264,859) (12,277,206) 
Taxation   
Current 972,879 - 

Prior 118,784 - 
Deferred (4,218,202) (4,659,611) 

 (3,126,539) (4,659,611) 
Loss after taxation (6,138,320) (7,617,595) 

   
Other comprehensive income:   

Income from agriculture 454,000 1,178,500 
Total comprehensive loss for the 

year 
(5,684,320) (6,439,095) 

   

Loss per share (4.63) (5.25) 
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Chief Executive:- 
Sadly, a vacancy of the Chief Executive position occurred due to the regrettable demise of Mr. 
Farid M Jadoon in December 2016. The Board expressed its great sorrow on the tragic loss of 
Mr. Farid M Jadoon,; the BOD voiced their appreciation for his leadership and guidance during  
his tenure as the Chief Executive Officer of the Company. May Allah Grant his soul peace and 
a place in a Jannat-ul-Firdos (Ameen). Due to this unexpected vacancy, the Board of Directors 
elected Mr. Adam Jadoon to serve as the new Chief Executive Officer of the Company.      
 
Auditor’s Reservation: 
Regarding the auditors’ observation / view about the company’s ability to continue as going 
concern the same is fully explained in Note # 4 & #10 of these Accounts. 
Concerning auditor qualification for creditors that remain un-verified it is stated that the 
creditors are more than 15 years old and none of the creditors are neither demanding their dues  
nor are in contact with the Company. The management is therefore, considering to write back  
the balances in coming years.  
 
Statement of Corporate and Financial Reporting Framework: 
The Board of Directors further state that: 
 
1. The financial statements under review have been prepared in accordance with the 

provision of the Companies Ordinance, 1984 and the International Accounting 
Standards as applicable in Pakistan.  

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

3. Proper books of account have been maintained by the Company accordingly the 
financial statements present fairly the Company’s state of affairs, the result of its 
operations, cash flows and changes in equity. 

4. The system of internal control of the Company is satisfactory in design and has been 
effectively implemented and continues to be monitored for improvement. 

5. As a result of overall effort being made to control cost and maximize revenue, there are 
no significant doubts about the Company’s ability to continue as a going concern and 
therefore no adjustment is required in the recorded assets and liabilities. 

6. There has been no material departure from the best practices of corporate governance, 
as detailed in the listing regulations and as applicable to the company for the year ended 
30th June, 2017. 

7. The key operating and financial results for the last six years, in a summarized form, are 
annexed. 

8. The Audit Committee assists the Board in discharging its duties and responsibilities 
ensuring good compliance with Code of Corporate Governance including review of 
reports, company’s financial results and internal control procedures for management 
decisions and evolving strategy for safeguarding Company’s assets and its business 
potentials. 

9. The Audit Committee meets regularly before Board Meetings and its report is presented 
in the Board Meeting. 

10. The Board is in the process of establishing also a Planning and Strategic committee to 
recommend and advise the Board from time to time on the matters of long term 
planning, evolving business improvement strategies, corporate affairs, budgetary 
controls, management reporting and monitoring. 
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11. The pattern of shareholding as required by the Code of Corporate Governance and 
shares held/traded by the Chief Executive, CFO, Company Secretary, Directors, 
Executives of the Company and their spouses and minor children is annexed with this  
report. 

12. During the period under report 4 (four) meetings of the Board of Directors were held, 
Attendance of each Director is as under: 

 Name of Directors No. of Meetings Attended 
1 Mr. Adam Jadoon 4 
2 Mr. Aurangzeb Khan 3 
3 Mr. Nasir Khan 3 
4 Mr. Amanullah Khan 3 
5 Mr. M. Bahauddin 2 
6 Mr. Omar Farid Jadoon 2 
7 Mrs. Aamna Jadoon 4 
   

13. Communications with the shareholders are given high priority. Annual, half yearly and 
quarterly reports are distributed amongst them within the time specified in the 
Company’s Ordinance, 1984. 

14. As required by the Code of Corporate Governance, the Audit Committee has suggested 
the name of M/s Tanwir Arif & Co. Chartered accountants as auditors, of the Company 
for the financial year 2017-2018, who have consented to act as auditors of the 
Company. 

15. Law Suits Against the Company: 
 
NBP vs. KTML:  
We are pleased to inform you that the Banking Judge of Peshawar High Court has 
dismissed NBP’s case and has decided it in favor of KTML on 17/03/2014.As per the 
Honorable Judges ruling the court determined that KTML had indeed paid all 
outstanding dues to NBP and no further amounts are outstanding. However, the Bank 
has filed an appeal against the High Court judgment and arguments are currently 
pending before the Hon’ble Peshawar High Court. KTML’s management and legal 
department will continue to defend against NBP’ appeal vigorously and are hopeful that 
it will be dismissed.  
ICP, NBP & Others vs. KTML: 
A Suit for recovery was filed by ICP, NBP & Others in the Sindh High Court Karachi. 
The Sindh High Court has allowed KTML’s Leave to Defend Application on provision 
of the information that NBP had already instituted a previous suit in Peshawar for the 
same amount. KTML’s Management and legal department are optimistic that a 
judgment on these issues in KTML’s favor has already been decided by the Honorable 
Peshawar High Court, which will hopefully lead to the dismissal of ICP & NBP’s suit 
in the Sindh High Court. 
 
Business Activity & Usage of Excess Area: 
Due to the on going court cases by NBP, KTML is facing a complete restriction on 
access to credit by the banks. As a result of NBP’s discriminatory methods, KTML has 
been unable to initiate BMR and restart Textile Production. However, our Company has 
begun to take steps to secure other sources of legitimate revenue within our limited 
resources as a stopgap measure, in order to maintain the Company, its assets and create  
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business activity on the Mill’s premises. As per the contents of KTML’s Memorandum  
of association, the Board of Directors is authorized to carry on carry on any other legal 
business to enhance the value of the Company’s property or rights & to improve, 
manage and develop any part of the property and rights of the Company. During FY 
2016 the BOD authorized the Management to explore all avenues of legitimate revenue 
generation by utilizing the excess area of the Mill’s land and empty buildings for 
activities such as dairy farming, agricultural use, rearing of livestock, conversion of 
empty warehouses as storage units for rental purposes etc. 
 
The BOD is pleased to inform the shareholders that in Financial Year 2017 despite 
complete credit restrictions, KTML has managed to stimulate other sources of 
legitimate revenue streams during the financial year and has significantly increased its 
income through alternative business. KTML’s Management has negotiated the 
continued use and rental of its excess buildings as a storage facility for packaged food 
and milk items with a reputable organization. Furthermore, during the financial year 
under review KTML’s Management has also negotiated a rental agreement with 
another reputable distributor for storage of bottled water and rented further empty units 
to other local distributors. 
 
With this new stream of funding KTML has embarked upon investing in an alternative 
business, separate from and not affecting our textile unit, by utilizing the Company’s 
excess land for the creation of an animal rearing livestock farm for the sale of cattle. 
During FY 2017 the Company has made a substantial investment in the livestock farm, 
which includes the construction of sheds that can house up to 100 cattle, the purchase 
of cattle, the complete up gradation of the Mills water piping system, water storage, 
tube well and irrigation systems throughout the Company’s premises.  In addition, the 
majority of agricultural land has been utilized to grow fodder for the cattle.  
 
It is management’s intention to continue the policy of repairing the empty warehouses 
located within the Mill for use of storage, thereby utilizing all the excess buildings for 
the generation of additional rental revenue for the Company. These funds will be used 
for the maintenance of the Mills, meeting the Company’s day-to-day requirements and 
to expand KTML’s agricultural livestock. Management and the BOD are pleased that 
the Company has generated revenue through alternative business activity during this 
financial year and hope to double the income in the coming financial year. Further more 
once the banking litigation has reached finality and funding is available from the banks. 
The Company is determine to rehabilitate the textile unit and for that purpose is making 
efforts to overcome the difficulties. 
 
The Management and BOD expects that due to our Company’s location near the under 
construction E-35 Motorway, access to the CPEC will open up new opportunities for 
further business activity. 

 
 

On behalf of the Boards of Directors 
 
 
Baldher, Haripur        Adam Jadoon 
Dated:- 7th October, 2017                                                                  Chief Executive 
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STATEMENT OF COMPLIANCE WITH THE CODE OF CORPORATE 
GOVERNANCE 

 
Name of company: KHYBER TEXTILE MILLS LIMITED Year ending 30 th, June, 2017 

 
This statement is being presented to comply with the Code of Corporate Governance contained 
in listing regulations of Pakistan Stock Exchange Limited for the purpose of establishing a 
framework 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 CCG in the following manner:  
 
1. The company’s representation includes independent, executive & non-executive directors 
and directors representing minority interests on its board of directors. At present the board 
includes:   
  
 Category     Names 
 
 Independent Directors 1:- Mr.Nasir Khan 
  Executive Directors  1:- Mr. Adam Jadoon 2:- Mr. M. Bahauddin   
     

Non-Executive Directors 1:- Mr. Aurangzeb Khan 2:-Mr. Amanullah Khan   
3:- Mr. Omar Farid Jadoon 4:- Mrs. Aamna Jadoon      

 
The independent directors meets the criteria of independence under clause i (b) of the CCG.  
 
2. The directors have confirmed that none of them is serving as a director on more than seven 
listed companies, including this company (excluding the listed subsidiaries of listed holding 
companies where applicable).  

3. All the resident directors of the company are registered as taxpayers 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. Due to the Death of Mr. Farid M Jadoon Chief Executive, Mr Adam Jadoon was elected as a 
New Chief Executive of the Company in December 2016.  

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

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 terms and conditions of  
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employment of the CEO, other executive and non-executive directors, have been taken by the 
board/shareholders.  
 
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. Three members of the board have carried out Director’s Training Program, and two are 
exempted from Director Training Program. The remaining Directors will complete the 
Training Program in the near future. 
 
10. The board has approved appointment of CFO, Company Secretary and Head of internal 
Audit, including their remuneration and terms and conditions of employment. 
 
11. The directors’ report for this year has been prepared in compliance with the requirements 
of the CCG and fully describes the salient matters required to be disclosed.  

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

13. All transactions with related parties are placed before the Audit Committee on a quarterly 
basis and are approved by the Board along With the Methods for pricing. 
 
14. The directors, CEO and executives do not hold any interest in the shares of the company 
other than that disclosed in the pattern of shareholding.  
 
15. The company has complied with all the corporate and financial reporting requirements of 
the CCG.  
  
16. The board has formed an Audit Committee. It comprises three (3) members; of whom two 
(2) are non-executive directors and the chairman of the committee is an independent director.  

17. 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 committee have been formed and advised to the committee for compliance.  

18. The board has formed an HR and Remuneration Committee.   

19. The board has not set up an effective internal audit function.. 

20. 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 ICAP.  
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21. The statutory auditors or the persons associated with them have not been appointed to 
provide other services except in accordance with the listing regulations and the auditors have 
confirmed that they have observed IFAC guidelines in this regard.  
 
22. 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).  
 
23. Material/price sensitive information has been disseminated among all market participants at 
once through stock exchange(s).  
24. We confirm that all material principles enshrined in the CCG have been complied with. 
 
  
  

ADAM JADOON 
CHIEF EXECTUIVE OFFICER 
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REVIEW REPORT TO THE MEMBERS ON THE STATEMENT OF COMPLIANCE 
WITH THE 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 M/S. 
KHYBER TEXTILE MILLS LIMITED (‘the Company’) for the year ended June 30, 2017 
to comply with the requirements of Rule 5.19 of the Rule Book of Pakistan Stock Exchange 
Limited, where the Company is listed. 
 
The responsibility for compliance with the Code 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 and report if it does not and to highlight any non-
compliance with the requirements 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 of Directors’ statement on 
internal control covers all risks and controls or to form an opinion on the effectiveness of such 
internal controls, the Company’s corporate governance procedures and risks. 
 
The Code requires the Company to place before the Audit Committee, and upon 
recommendation of the Audit Committee, place before the Board 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 this requirement to 
the extent of the 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, 2017. 

 
Further, we highlight below instance of non-compliance with the requirement of the Code as 
reflected in the note where it is stated in the statement of compliance: 
 

Note/paragraph Description 
reference 

i. Note No. 19  Internal Audit Function.  
      TANWIR ARIF & CO., 
      CHARTERED ACCOUNTANTS 

                  Engagement Partner - Tanwir Arif 
         
HYDERABAD 
DATED: 7th October 2017 
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Auditors’ Report to the Members 
 
We have audited the annexed Balance Sheet of Khyber Textile Mills Limited  (the Company) 
as at 30th June, 2017 and the related Profit and Loss account, Cash Flow Statement and 
Statement of Changes in Equity together with 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 for the purpose of our audit. 
 
It is the responsibility of the Company’s management to establish and maintain a system of 
internal control, and prepare and present the above said statements in conformity with the 
approved accounting standards and the requirements of the Companies Ordinance, 1984. Our 
responsibility is to express an opinion on these statements based on our audit. 
 
We 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 free of any material misstatement. An audit 
includes examining, on test basis, evidence supporting the amounts and disclosures in the 
above said statements. An audit also includes assessing the accounting policies and significant 
estimates made by management, as well as, evaluating the overall presentation of the above 
said statements. We believe that our audit provides a reasonable basis for our opinion and, after 
due verification, we report that: 
 

1. We have not received confirmations for balance appearing in trade creditors under note 
no. 9 to the accounts. Hence, their balances remained un-verified in spite of reminders. 

 
(a) in our opinion, except for the effect of the matters referred to in para 1 above, proper 

books of account have been kept by the company as required by the Companies 
Ordinance, 1984;  

 
(b) in our opinion, except for the effect of the matters referred to in  para 1 above: 
 

(i) the Balance Sheet and Profit and Loss Account together with the notes thereon 
have been drawn up in conformity with the Companies Ordinance, 1984, and are 
in agreement with the books of account and are further in accordance with 
accounting policies consistently applied; 

(ii)  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 objects of the Company. 

 
(c) Except for paragraph 1 above, in our opinion and to the best of our information and 

according to the explanations given to us, the Balance Sheet, Profit and Loss Account, 
Cash Flow Statement and Statement of Changes in Equity together with the notes 
forming part thereof conform with approved accounting standards as applicable in 
Pakistan, and, give the information required by the Companies Ordinance, 1984, in the 
manner so required and respectively give a true and fair view of the state of the 
Company’s affairs as at June 30, 2017 and of the loss, its cash flows and changes in 
equity for the year then ended; and 
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(d) in our opinion, no zakat was deductible at source under the Zakat and Ushr Ordinance, 

1980 (XVIII) of 1980.  
 

Without further qualifying our opinion, we draw attention to note no. 4 to the financial 
statements. As stated in the note as at June 30, 2016, the operation of the Company are closed 
since 2007, the Company has incurred loss before tax of Rs. 9.265 million resulting in net 
negative equity of Rs. 22.424 million and the Company has not paid dividend to its 
shareholders for the last many years. Further, current liabilities of the Company exceed its 
current assets by Rs. 38.123 million. These conditions indicate the existence of a material 
uncertainty which may cast significant doubt about the Company’s ability to continue as a 
going concern. 
 

 
 

 
TANWIR ARIF & CO., 

      CHARTERED ACCOUNTANTS 
                Engagement Partner - Tanwir Arif 

 
DATE: 7 th October 2017 
HYDERABAD 
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3.2 Critical judgments in applying the company’s accounting policies 
During preparation of these financial statements, the significant judgments made by the 
management in applying the company's accounting policies and the key sources of estimation 
and uncertainty were the same as those that applied in the preceding audited annual published 
financial statements of the company for the year ended 30 June 2016. 
 
4:- Going Concern 
 
Despite of the uncertainties given here under, that may cast significant doubt about the 
company's ability to continue as a going concern, these financial statements have been 
prepared on going concern basis:  the operations of the company were closed since July 1, 2007.   there are accumulated losses amounting to Rs. 34.957 million and current liabilities of 

the company exceed its current assets by Rs. 38.123 million and the financial ratios are 
adverse. 

 
These accounts have been prepared on going concern basis by the management for the reasons 
and considerations as discussed below: 
 
As repeatedly identified, other reasons for these unfavorable conditions are the increase in 
prices of cotton and polyester, constant electrical load shedding, low electrical voltage, 
increasing power tariff, ban on installation and use of industrial gas meters and generators. 
Therefore, most employees were laid off and production of yarn was stopped since FY2008 
and could not yet be resumed. However, in spite of this, the Board of Directors & the CEO are 
continuing to maintain staff, whose primary responsibility are maintaining the security of the 
Company’s tangible assets, working towards rehabilitating the textile unit, creating and 
managing new sources of legitimate revenue generation through alternative business, assisting 
the legal department with our outstanding litigation, and upholding the Company’s statutory 
responsibilities as required under the Companies Ordinance 1984. 
 
It is important to understand that due to the ongoing litigation instituted by the banks 
(Reference note no. 10), a complete credit restriction has been imposed by these institutions on 
KTML. The Company cannot open a single letter of credit unless 100% margin is deposited 
with the banks. The Company in the past had repeatedly approached various commercial banks 
for financing its BMR and for working capital, but the same was declined due to the 
outstanding banking litigation. It would not be out of place to mention here that due to ongoing 
litigation by the banks the company cannot dispose-off any of its agricultural land to meet the 
working capital requirement. Nonetheless, to enable the Company to overcome working capital 
constraints, efforts continue to be made by Management to convince the State Bank of Pakistan 
to lift restrictions on KTML so that the financial institutions can once again extend financing to 
the Company. It may be noted that the plant conditions and most of the capacities are available 
to convert the facility into a viable unit once again. Possibility of exports being there, there is 
an opportunity to explore the international market particularly when the European market is 
ready to extend concessions. This will help in enhancing productivity and attaining satisfactory 
current ratio, level of profitability and meeting other operational requirements particularly the 
purchase of polyester and raw cotton during season.  
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Though there are accumulated losses to the tune of Rs. 34.957 million, the directors have 
supported the company by way of interest free loan to the Company of Rs. 28.5 million that 
covers approximately 82% of the losses in addition to loans waived off by the directors in 
previous years that totals to Rs. 7.043 million. The Directors further ensure to support the 
Company, if needed. 
 
The management of the company has no plan to liquidate its assets other than under normal 
course of business. The ability of the Company to continue as a going concern currently is 
based on the followings:  

i) Continued financial support from directors; 
ii)  Revival of the manufacturing activities after outcome of the litigations in favor of the 

Company; 
iii)  Start of other alternative profitable business activities with available financial 

resources;  
iv)  There is a need to keep the entity in existence till the final decision of the litigation 

cases by the banks as disclosed under Contingencies and Commitments note; and 
v) The Company has no such assets and liabilities that require adjustments relating to the 

recoverability of recorded assets amount and reclassification of liabilities.   
 
Assets Revaluation: 
In the financial year 2013, the Management in compliance with the order dated April 29, 2013 
issued by the Securities & Exchange Commission of Pakistan carried out a formal assessment 
of the fair value of the fixed assets of the Company. The fair values were assessed by an 
independent evaluator based on the most reliable evidence available at the time of valuation in 
accordance with the requirements of IAS- 36 “Impairment of Assets” and IAS-2 “Inventories”. 
The value of assets appreciated to Rs.473 million as compared to the carrying amount of Rs.26 
million, accounted for on a historical cost basis. The exercise of revaluation as repeatedly 
emphasized by Management has proved the worth of the Company as an economically viable 
industrial undertaking. It would not be out of place to mention that the 2013 revaluation of 
KTML assets proves that the Company is able to pay all its liabilities, subject to the continued 
favorable outcome of the outstanding litigation cases with NBP. 
 
Management is also of the opinion that with the construction of E-35 Motorway, access to the 
CPEC, will considerably step-up the value of the land of the Company when compared with 
the revalued amount that was incorporated in the books of the Company in 2013. 
 
Usage of un-utilized land and buildings for alternate Business: 
In FY 2016 KTML received a show cause under section 309 read with clause (c) of section 
305, in which the SECP conveyed to KTML’s Management that due to the closure of the 
textile production and the lack of business activity on the Mill’s premises, action shall be taken 
under the provisions of the Company’s Ordinance, 1984. KTML Management in response to 
the show cause notice communicated that due to the ongoing litigation instituted by the banks 
and a credit restriction imposed by the SBP on KTML, all avenues to access the credit required 
to undertake BMR in order to restart the textile unit have been blocked. Nonetheless, the 
majority shareholders are against the liquidation of the Company and also do not see closure of 
textile production as a discontinued operation, as proper maintenance of the Company’s 
general assets are being carried out periodically and income from these assets are being  

 



 Khyber Textile Mills Limited 
 

                                                                                          

28 

NOTES TO THE ACCOUNTS 
FOR THE YEAR ENDED JUNE 30, 2017 

 
generated on regular basis. Consequently, the SECP expressed in meetings that business 
activity whether textile or other alternative business activity should commence at KTML in 
order to avoid a negative outcome in regards to the show cause notice.  
 
Following these meetings with the SECP, KTML’s Board of Directors reviewed the contents 
of its Memorandum of Association, and noted that the Board of Directors is authorized to carry 
on any other legal business to enhance the value of the Company’s property or rights and to 
improve, manage and develop any part of the property and rights of the Company. During FY 
2016 the BOD authorized Management to explore all avenues of legitimate revenue generation 
on excess land such as agricultural use, rearing of livestock and conversion of excess empty 
warehouses as storage units for rental etc.  
 
Consequently, Management’s endeavors were successful and KTML negotiated the renting of 
empty warehouses as a storage facility to reputable organizations that are distributors of 
packaged food, milk and bottled water beginning in FY 2016 and expanding rentals throughout 
FY2017 to local distributors. Due to Management’s efforts KTML has increased its rental 
income approximately by a factor of 9 and overall tripled its total revenue in FY2017. In 
addition, KTML has substantially increased its Advance Income Tax payments to the Federal 
Board of Revenue thereby once again becoming an active taxpayer and contributor to the 
National Exchequer. 
 
During FY 2017 the Company has made an investment in a Livestock Farm, which includes 
the purchase of cattle, the complete up gradation of the Mills water piping system, water 
storage, Tube well and irrigation systems throughout the Company’s premises. Furthermore, 
Animal Sheds & a Livestock Farm have been constructed on our Company’s excess land that is 
not a part of the Textile Unit. These constructed animal sheds have a housing capacity of up to 
100 cattle. Management has also repurposed the majority of its agricultural land in order to 
grow fodder for the livestock thereby reducing the costs of feeding the cattle. 
 
Management intends to continue the policy of repairing excess warehouses located within the 
Mill for use of storage by reputable distributors, thereby utilizing excess empty buildings for 
the generation of additional revenue for the Company. Funds so generated will be reinvested 
into the up gradation of the infrastructure of the Company, the expansion of the Livestock 
Farm on the Company’s excess land, the general maintenance of our assets, payment of 
salaries, meeting our day to day expenditures and other legal requirements. 
 
It would be pertinent to repeat that the management is determined to rehabilitate the Unit and 
for that purpose is making efforts to overcome these difficulties. Furthermore, the Company’s 
main effort is to restart the textile unit once funding is available from the Banks, for which 
KTML’s management is pursuing a BMR proposal. 
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10:  CONTINGENCIES & COMMITMENTS 
NBP vs. KTML: 
During the 1990’s, NBP’s policy towards KTML of denial of working capital and placing 
restrictions on access to long-term modernization funds that KTML required in order to stay 
competitive in the textile market, contrary to the Baig Committee’s report, led to year on year 
losses for the Company. Due to the banks coercive methods, KTML agreed to the Bank’s offer 
of placing the outstanding dues for consideration initially before the Revival of Sick Units 
Committee No.6Islamabad and thereafter to Committee No. 5. These Committees had been 
formed in June of 1997 on the directives of the Prime Minister of Pakistan and given a mandate 
by the State Bank of Pakistan to assist industries in genuine distress due to credit restrictions. 
The Committee’s authority and binding nature of recommendations was confirmed through 
issuance of SBP Circular No. 19, which stated that after a decision is made by the Committee, 
“in case no clearance of objection is received within seven days from the date of decision of 
the Committee, it will be deemed as final.” Furthermore, SBP Circulars 20 & 21 were also 
issued, directing NBP and other commercial banks to follow the decisions of the Government 
mandated Committee. 
 
The Committee checked and examined the facts and determined that KTML’s case was 
genuine and hence accepted KTML’s case for review. In addition, NBP’s Senior Management 
also requested that KTML’s case be transferred to Committee No.5 Islamabad, for deliberation 
on all outstanding issues between both parties. The Bank’s Senior Management nominated 
Executive Vice President/Deputy Regional Chief Executive of National Bank of Pakistan who 
took part in the proceedings of Committee No.5 vigorously; the positions of both sides were 
laid bare before the Committee. NBP pitched its outstanding capital funds at Rs.7.4 Million, 
which were accepted by the Committee. The Committee recommended repayment of the 
liability in installments and determination of debenture loan in accordance with Baig 
Committee recommendations. The recommendations were appropriately conveyed to NBP for 
confirmation indicating that in case no response is received within 7 days, the 
recommendations shall become final. After receiving 3 installments from KTML in accordance 
with Committee recommendations, NBP issued a letter after 9 months of receipt of Committee 
recommendations, stating that it was instituting suit for recovery of liabilities. Despite this, 
KTML continued to abide by the binding decisions of the Committee and repaid NBP’s entire 
loan including interest amounting to Rs.9.57 million. Although the decisions of the Committee 
were applicable and binding, in 1998 NBP filed a lawsuit against the Company in the Peshawar 
High Court for recovery of Rs.437 Million erroneously calculated on basis of outstanding loans 
from the 1970s and 1980s, thereby ignoring the binding decisions of the IRC (1982/1986) and 
Committee Number 5 (1997). 
 
KTML’s Management and Legal Team are pleased to inform you that the National Bank of 
Pakistan versus Khyber Textile Mills Ltd. Suit 14/98 has been decided in favor of KTML and 
against NBP by the Hon’able Peshawar High Court on 17/03/2014. The judgment is based on 
the legal and factual aspects, in which the Banking Judge has determined that KTML had 
indeed paid all outstanding dues to NBP, in accordance with the decision of CommitteeNo.5 
constituted by Federal Government in 1997 and that the entire outstanding loan amounting to 
Rs.9.5 Million has been paid by KTML, which had been duly acknowledged by NBP in the 
High Court. It was also held by the Court that the matter originally being heard by Committee  
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Number 6 was referred to Committee No. 5on NBP’s request and that the State Bank of 
Pakistan had issued Circulars 19, 20,and 21 constituting these Committees, in which SBP 
directed the Banks, including NBP, to follow the decisions of the Committee. Consequently, 
based on these above-mentioned facts NBP’s suit was dismissed. However, in order to coerce 
the Company to submit to its illegal demands, NBP filed an appeal in the Peshawar High 
Court, and arguments regarding the appeal are pending. Nonetheless, KTML’s management 
and legal department will continue to defend against NBP's appeal vigorously. 
 
ICP, NBP& Others vs. KTML:  
The Hon’ble Sindh High Court vide its order dated 24/02/2010 has set aside the ex-parte 
Judgment and Decree passed in favor of ICP, NBP & Others in Suit B-05/2005 based on 
observing that the Banks had fraudulent not served legal notice to KTML’s registered address 
in Baldher, Haripur, NWFP (now KPK). Subsequently the Sindh High Court Judge ordered 
KTML to file a Leave to Defend application so that the case may proceed with both sides 
present. KTML’s legal attorney had consequently filed a Leave to Defend application and the 
Sindh High Court on 10/01/2016 has accepted KTML’s Leave to Defend Application for the 
case. In July 2017 the Banking Consortium has filed Affidavits in Evidence and list of 
documents to be relied upon in which the Banking Consortium has revised its claim to Rs.50 
Million against KTML. Currently the suit’s decisions are pending on issues of res judicata, 
jurisdiction and limitation raised by KTML’s Attorney in the Sindh High Court. 
 
KTML’s Management and legal department are optimistic that this suit has no standing and 
will be dismissed once again as NBP has filed two cases for recovery of the same amount in 
two different High Courts. Additionally, KTML’s legal department is of the view that this suit 
is time barred as these loans were issued in 1970’s and 1980’s and all outstanding loans 
determined by Baig Committee and Committee Number 5 have been repaid to the banking 
consortium. Finally, a judgment on these issues in KTML’s favour has already been decided by 
the Honorable Peshawar High Court on 17/03/2014, which has been submitted by our attorney 
to the Sindh High Court. 
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