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DIRECTOR'S REPORT

Dear Sharcholders, ) » ' . .
The Directors of your Company are pleased to present their report along with the Auditor’s Reviewed Financial

Statements of the Company for the half year ended December 31,2013,

CHANGE INTHE BOARD OFDIRECTORS & MANAGEMENT

On 27" January 2014, Mr Zahid Mazhar resigned as CEQ and Director of the Company. Four other Di.rectoTs
also resigned. Thus the casual vacancies were filled in by co-opting 3 new Directors. Mr. Shahid Mazhar is
appeinted as the CEO of the Company.

OVERVIEW

Inall operational comparison, last year we were having 3 manufacturing units, whereas ihis yearthe operational
results pertain to only 2 units as one unit was sold to Nadeem Texfile Mills Limited en 30" June 2'01' 3. _

The Company managed 10 earn gross profit of Rs. 95.21 million as compared to Rs. 143.0§ million dun:ng the
corresponding period of last year. The Sales turnover is Rs. 1802 million during the penod under review as
compared to Rs. 2,651 miilion during the comparative period of last year.

FINANCIALRESULTS

The Company made a pre-tax profit of Rs. 22.9 million and afier tax profit of Rs. 3.9 million during the per%od as
compared o pre-tax profit of Rs. 38.78 million and after tax profit of Rs. 19.2 million of corresponding period of
last year.

EARNING PERSHARE

Eaming per share for the period is Rs. 0.22 as compared to Rs. 1.09 of the corresponding period of ast year.
EXPANSION AND MODERNIZATION

The Company is notcarrying out any major BMR program duc to liquidity constraints.

CURRENTAND FUTURE SUMMARYAND PROSPECTS

Cotton prices increased by 25 - 30 % during the 2 quarter of the year. O_.“I major sale is in expor‘t market in
China, where the market dwindled down continuously to date. This hi._s'"resulted selling pressure in .the local
market, where sclling rate didn't increase in proportion to inerease in cotton prices. Thus increase in cot‘tog
prices and decreased in selling rates acted as two edge of the sword and pushed back our profitability in the 2

quarter. Consequently in the first half of the year we remained slightly above the break even. Due to very slow
demand from major export marketi.e. China, the next six months results are not likely to improve.

ACKNOWLEDGMENT

Your Directors are pleased to acknowledpe the Company's Bankers, Customers, Suppliers, Shareholders and

Government Authorities and its employess for their cooperation. E

Karachi: SHAHID MAZHAR
Febm?r_;rZ'? 2014 : Chief Executive

MUSHTAQ & CO.

CHARTERED ACCOUNTANTS

407, Commerce Centre, Hasrat Mohani Road, Karachi. Tel: 326385214 Fax: 32639843
Branch Office: 501-B, City Towers, Gulberg-2I, Lahore. Tel: 35788637 Fax: 35788526
Email Address: mushtag_vohra@hotmail.cam

Auditor's Report to the Members on Review of Condensed Interim Finandial Information

Intraduction

We have reviewed the accompanying condensed interim balance sheet of Shadman Cotton Mills
Limited as at December 31, 2013, and the refated condensed interim profit and loss accouht, condensed
interim statement of comprehensive income, condensed interim cash flow statement and condensed
interim statement of changes in equity together with the notes forming part thereof {here-in-afier
referred to as the “interim financial information”} for the half year then ended. Management is
responsible for the preparation and presentation of this interirn financial information in accordance with
approved accouating standards as applicable in Pakistan for interim financial reporting. Our
responsibility Is to express a conclusion on this interim financial information based on our review. The
figures of the condensed interim profit and loss account and condensed interim statement of
comprehensive income for the quarter ended December 31, 2013 and December 31, 2012 have not

been reviewed, as we are required to review only the cumulative figures for the half year ended
Decernber 31, 2013,

Scope of Review

We conducted our review in accordance with international Standard on Review Engagements 2410,
“Review of Interim Financial Information Performed by the independent tuditar of the Entity”. | review

of interim financial information consists of making inquiries, p}iman'ly of the persons responsible for
financial and accounting matters, and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with International Standards on
Auditing and consequently does not enable us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
interim financial information for the haif year ended December 31, 2012 is not prepared, in ali materizl

respects, in accordance with approved accounting standards as applicable in Pakistan for interim
financialrrepuning.

v MUSHTAQ & COMPANY
KARACHI: Chartered Accouatants
Date: February 27,2014 Engagement Partner:
Mushtaqg Ahmed Vohra
F.CA



SHADMAN COTTON MILLS LIMITED

CONDENSED INTEREM BALANCE SHEET (UN-AUDITED)
AS AT DECEMBER 31, 2013
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{tn-audited) (Audited)
31-Dec-13 30-Jun-13
Note Rupees Rupees
ASSETS ]
NON CURRENT ASSETS
Property, plant and equipment 5 1,402,463,522 1,408,043,568
Long tere deposits 15,572,915 15,572,915
1,418,036,437 1,423,616,483
CURRENT ASSETS
Stores, spares and loose tools 75,380,370 78,999,842
Stock in trade 303,190,654 216,347,983
Trade debts 128,157,211 150,159,642
Loans and advances 40,204,545 14,785,171
Other receivables 12,878,402 116,629,004
Tax due from Government 89,124,164 71,698,565
Short terin investments 1,053,250 924,250
Cash and bank balances 38,077,933 28,852,373
688,066,92% 678,436,921
TOTAL ASSETS 2,106,103,366 2,102,053,404
EQUITY AND LIABILITIES
Capital and Reserves
Authorised capital
18,000,000 ordinary shares of Rs. 10 each 180,000,000 . 180,000,000
Issued, subscribed and paid up capital & 176,367,190 176,367,190
Reserves 53,218,752 53,218,752
Accumulated loss (217,579,626) (238,007,847)
Shareholders' Equity 12,006,316 (8,421,905}
Surplus on revaluatien of property, plant and equipment 618,621,495 635,097,915
Deferred income 5,353,624 6,742,029
NON CURRENT LEABILITIES
Liabiiities against assets subject to finance iease 22,257,463 36,300,032
Deferred liabilities 170,684,663 171,848,413
! ¥ 192,942,126 208,157,445
CURRENT LIABILITIES 4
Trade and other payables 202,887,312 320,476,401
Interest / mark-up on loans 323,057,312 292,213,544
Short term borrowings 460,842,128 474,159,905
Current portion of:
tong term finances 10,000,000 20,000,000
tiabllities against assets subject to finance lease 27,037,772 18,306,905
Overdue bank liabilities 112,284,822 102,284,822
Provision for income tax 51,030,459 32,035,942

Contingencies and Commitments 7

1,277,139,805

1,260,477,919

TOTAL EQUITY AND LIABIELITIES

2,106,103,366

2,102,053,404

The annexed notes 1 to 12 form an integral part of these condensed interim finandial information.

Karachi: Chief Executive
Dated: February 27,2014 4
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SHADMAN COTTON MILLS LIMITED

CONDENSED INTERIM PROFIT AND LOSS ACCOUNT (UN-AUDITED}

FOR THE HALF YEAR ENDED DECEMBER 31, 2013

Half Year Ended

31-Dec-13 31-Dec-12 31-Di e
Note Rupees Rupess Rup‘i:e;s1 ? 3:&5:;2
i::s jndlserwces 1,801,985,957 2,651,683,198 504,243,883 1,498,853,606
: of sa e.s and services (1,706,785,803)  (2,508,621,108) (858,207,478) (1,420,671,259)
rass profit 95,210,154 143,062,090 46,036,405 78,182,347
z.thte‘rbmt‘:cme ’ 8 6,169,120 33,314,338 1,061,469 32,846,370
A: n .utlanccst (11,249,548) {31,218,235) {5,982,913) (21,355,445)
ministrative expenses {25,874,873) {395,720,784} {10,414,058) (18,969,698)
Sther operating expenses (2,108,652) (4,924,132) {2,108,652) {4,584,615)
inance Cost {39,459,885) (64,725,65%) {20,297,194) (31,564,588)
ot bt torain (72,263,838) (104,274.472) (37,751,348) (43,628,376}
22,945,318 38,787,618 8,285,057 34,553,971
Taxation: B
gz;:e:etayrear (18,994,5_17) (21,210,877) {7(10,825,045] (12,427,050}
Prier year - 1,647,802 - r 1,647',802
{18,994, 517) (19,563,075) {10,826,645) (1(2,;;2:2(4}2;
Profit / (loss) for the period 3,951 801 19,224,543 {2,540,988) 18,028,723
Earnings / (loss) per share - basic and diluted Q.22 1.09 {0.14) 1.02
The annexed notes 1 to 12 form an integral part of these condensed interint Anancial ;r;fnnnarr'nn.
g:::;:hé::bmaqz‘?.zum Chief Executive Director
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SHADMAN COTTON MILLS LIMITED
CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2013
Half Year Ended Quarter Ended
31-Dec-13  31-Dec-12 31i-Dec-13 31-Dec-12
Rupees Rupees Rupees Rupees
profit f {lass) for the period 3,951,801 19,224,543 (2,540,988)  1B,028,723
oﬂieruxnpretmsivemmml(imS)formepaiod - - - -
Total comprehensive income / (loss) for the period 3,951 801 19,224 542 {2,540,988) _1B,028,723
The annexed notes 1 to 12 form an inbegral part of these condensed interim financial information.
A
Rarachi: Chiaf Executive Director
Dated: Febraary 27,2014
e
&
a
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SHADMAN COTTON MILLS LIMITED

CONDENSED INTERIM CASH FLOW STATEMENT (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2013

31-Dec-13 31-Dec-12
Note Rupees Rupees

CASH FLOWS FROM OPERATING ACTIVITIES

cash Generated From Gperations o 87,214,237 193,258,226

Finance cost paid (8,656,917) {30,808,674)

Staff retirement benefits - gratuity paid (4,844,250) -

Taxes paid - net (17,287,227) (42,919,141)

(30,787,994) (73,727,819)

Cash flows from operating activities 56,426,243 119,530,411
CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property, plant and equipment FLSELKEl (10,432,707)J

sroceeds from disposal of property, plant and equipment - 42,008,512

Cash (used in) / generated from investing activities (27,562,205) 31,575,805
CASH FLOWS FROM FINANCING ACTIVITIES

Repayments of short term borrowings - nat (13,317,777} (105,876,493)

Acquisition/(repayment) of liabilities against assets subject to finance |ease (6,320,702) 1,274,981

Repayment of long term finances - (46,666,362

cash {used in) financing activities (19,638,479) (151,267,874)
Net increase / (decrease) in cash and cash equivalents 9,225,559 (161,658)
Cash and cash equivalents at the beginning of the period 28,852,374 8,252,292
cash and cash equivalents at the end of the period 38,077,933 8,080,634

The annexed notes 1 to 12 form an integral part of these condensed interim financial information.

Karachi:
Dated: Eebruary 27,2014

Chief Executive

Director




SHADMAN COTTON MILLS LIMITED
CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY {UN-AUGITED)

FOR THE HALF YEAR ENDED DECEMBER 31, 2613

Balance as at July 01, 2012
Tetal comprehensive income for the half
year ended December 31, 2012

Transfer frem surplus on revalsation on
account of incremental depreciau‘oncharge
on revalued assets

Balance as at December 31, 2012

Balance as at July 01, 2013

Total comprehensive income for the half
year ended December 31, 2013

Transfer fn_:m surplus on revaluation on
account of incremental depreciation charge
on revalued assets

Balance as at December 31, 2013
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The annexed i
AOLES 1 ko 12 form an integral part of these condensed interim financial infermation,

Karachi;
Dated: February 27,2014

il Resarves i
Share Capital L Revenue ] i
Capital Unappropriated SUB TOTAL Torat Bty
reserves Profit/(loss
Rupees 1
176,367,190 53,218,752 {364,421,443) {311,202,691) {134,835,501)
- - 19,224,543 19,224,543 19,224,543
- - 12,732,480 12,732,480 12732480
176,367,190 53,218,752 {332,464,420} {275,245,668) {102.878,478)
175,367,190 53,218,752 (238,007,847) (184,7839,095) (8,491 905}
- - 3,951,801 3,851,801 5,951,801
- - 16,476,420 146,476,420 16,
%76, 476,420
176,367,190 53,218,752 (217,579,626} 164,360,874 17,006,316
{164 360,874) (006,
Chief Executive Direct
irector
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SHADMAN COTTON MILLS LIMITED
NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION {UN-AUDSTED}
FOR THE HALF YEAR ENDED PECEMBER 31, 2013

2.1

3.2

3.3

-

LEGAL STATUS AND NATURE OF BUSINESS

Shadman Cotton Mills Limited {the Company) was incorporated in Pakistan on November 24, 1972 underthe Companies Act,
1613 (Now the Companies Ordinance, 1584). The shares of tha Company are listad on Karachi and Lahore Stock Exchanges,
The registered office of the Campany is lecated at 58, Alhamra Housing Society, Block 7/8, Tipu Suftan Road, off. Shaheed -e-
Willat Road, Karachi (previously 201-202, 2nd Floor, Commerce Centre, Hasrat Mohani Raad, Karachi}and s mills are {ocated
at Feroze Watwan. The Company s principally engaged in manufacturing and sale of yam.

BASIS OF PREPARATION

Statement of comgaliance

This condensed interim financial information is un-audited and has been preparad in accordance with the requirerments of the
InternaticnalAccounting Standard 1AS 34 “Interim FinancialReporting” as applicablein Pakistan, This condensed interimfinancial
information does not include all of the information and disclosures required for annuaf financial statements, and should be read
in conjunction with the Rnancial statements of tha Company for the year ended 30th June, 2013.

This condensed interim financial information is being submittad to the shareholders as required by the listing Regulations of
Karachi, Lahore 2nd Islamabad Stock Exchanges and section 245 of the Companies Ordinance, 1584,

These condensed interim fnanciatinformation comprise of candensed interim balance sheet, condensed interim profit and loss
account, condensed interim statement of comprehensive intome, condensed interim cash flow statement and condensed
interim statement of changes in equity together with the notes for the half year ended December 31, 2013 which have been
subjected to a review but not audited. These condensad interim financiatinformation also include the condensed interim profit

and loss account for the quarter ended December 31, 2013,

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies and methods of computation which have been used in the preparation of this candensed interimfinancial
Information are the same as those applied in preparation of the financial statements for the preceding year ended Jure 30,
2013 except for as stated in note 3.3, .

Amendmants to certain existing standards and new interpretations on approved accounting standards effective during the
period either were not relevant to the company's operations or did not have any impact on the accounting poligies of the
company. As atherwise distiosed. )

During the peried, the company has adopted IAS 19, (Revised) 'Employee Benefits'. The amandments in the revised standard
require the company to efminate the corvidor approach and recognise all actuatial gains and losses (now called
‘remeasurements’, that result from the remeasurement of defined benefits obligations and fair value of plan assats at the
balance sheat date) in other comprehensive income as they occur, immediately recognize all past service costs and raplace
iinterest cost and expectad return on plan assets with a net intarest amount that is catculated by applying the discount rate to
“the net defined benefits liability / asset.

This change in accounting policy bas been accounted for retrospectively 55 required under Internationzl Accounting Standard - B
‘Accounting Palicies, Changes in Accounting Estimates and Errors', and the comparative financial statements have been

The changes in the attounting policy on the intarim financial statement have no effect an the balance sheet as the company has
policy of recognising all actuarial gains or josses arising at each valuation date immediately in profit and loss account. However
the amendments in IAS 19, (Revised) 'Employee Benefits', require to recognize the actuarial gain or loss in other
comprehensive income instead of profit and loss account , hence the effects based on the relevantavaitable actuarizlvaluation
on the financial statements have been summarized below:
As at
30-Jun-13 30-Jun-12
===rr—-—Rupees-— -

Impact an Balance Sheet

Increase’in the retirement benefits obligation
Decrease in deferred tax liability
Decreasa in accumnulated profits

Year ended
30-Jun-13 30-Jun-12
=eem-———RUpEES-———nn
Impact on profit and loss account

Increase in profit and loss account 4,050,261

Decrease in deferred taxation - current
Decrease in othar comprehensive income

7,774,782

4,050,261 7,774,788

ACCOUNTING ESTIMATES, JUDGMENTS AND FINANCIAL RISK MANAGEMENT

The preparation of this condensed interim financial information in egnformity with approved accounting standards TEGUIres
management to make estimates, assumptions and use judgments that affect the applicationof polities and reported amounts
of assets and liabilltiesand income and expenses. Estimates, assumptions angd judgments are continually evaiuated and are
pased on histerical axperience and other factors, includingreasanzble expectations of future events. Revisions to accounting
ectimates are recognised prospectively commencing from the period of revision.

9 -l
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Judgments and estimates made by management in the preparation of this condensed interim financialinformation are the same
2s thase that were applied to the financiat statements as at and for the year ended 30 June, 2013.

4.3 The Company's financiairisk management cbjectives and policies are consistent with those disclosed in the financialstatements

5.1

&

7

7.1
i
H
Hi
7.2
i

for the year ended 30 June 2013,

PROPERTY, PLANT AND EQUIPMENT

{Un-zudited} {Audited}
Rote 31-Dec-13 30-Jun-13
Rupees
Prapariy, plant and equipment 5.1 1,402,463,522 408,043,568

The cost of additions and deletions to praperty, plant ang equipment during the half year ended December 31, 2015 were as

fallows.
31-Dec-13 30-3un-13
Acquisition Dispasal Aeguisition Dizpasal
Cost Cost
Rup Rupges
=
PROPERTY, PLANT & EQUIPMENT -
Land 24,717,500 - - (30,256,000)
Factory building - - 313,000 (114,143 357)
Nor-factery b_mldmg - - 725,000 (56,071,622}
Plant & mgchlnery - - 29,345,641 (354,444,547}
Ofﬁc_e equipment 198.061 . 2,261,902 {3,687,736)
Furr_uture & fixtures 134,000 - 29,200 {1,546,345)
Vehicles ; 2,512,655 - 5,062,540 {18,448,919)
Plant & Machinery Lease - 55,615,837 {148,576,747}
a2 11962,216 - 93,353,320 (727,169,773}
SHARE CAPITAL
{Un-audited) (Audited)
Mote 3i-Dec-13 30-Jun-13
Number of shates
31-Dec-13  30-Jun-13
11,627,344 11,627,344 Ordinary Shares of Rs.10/- each atiotted for 116,273,440 116,273,440
consideration paid in cash
6,005,375 6,009,375 Ordinary Shares of Rs.10/- each issued as 60,083,750 60,093,750
bonus shares
17,636,719 17,636,719 176,367,150 176,367,183

CONTINGENCIES AND COMMITMENTS

There has been no significantchange in the contingencles and cemmitments since the last audited fi

as disclosed in note 7.1 and 7.2 respectively.

K

{YUn-audited)

nancizistatements except

. {Audited)
Note 31-Dec-13 30-Jun-13
&
Contingencies:
Bank guarantee issued to Sut Gas Department 27,767,900 27,767,500
ETO guarantees issued to Custom Department 30,500,000 30 SOD'DOD
Post dated Cheques - "475.158
Commitments: X
Letters of Credit in respect of:
- Raw material 13,818,658 11,077,456

10
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OTHER INCOME
{Un-audited} (Un-audited)
Note 31-Dec-13 31-Dee-12
Rupees
Gain on sale of proparty, plant & equipment. - 28,506,275
Profit on PLS account 7,925 167,508
Change in fair value of investments at fak valie threugh profit or loss 125,000 254,000
Gain on restatement of debtors 281,175 915,945
Gain on forwarding booking - -
Gain on lease back - 2,424,162
Deferred Income 1,348,406 -
Written off 52,615 -
Rental Income 4,650,000 -
Foreign exchange gain/(loss) - 646,447
5,459‘121 33,314 338
CASH GENERATED FROM OPERATIONS
[Un-audited) {Un-audited)
Note 31-Dec-13 31-Dec-12
Profit before taxation 22,946,318 38,787,618
Adjustments for non cash charges and other items:
Depreciation on proparty, plant and equipment 33,142,251 37,481,415
{Gain} on sale of property, plant and equipment - (28,888,110}
E.T.0 charges . - (2,461,366}
Sain on restatement of debtors 166,377 915,845
Fair value adjustment In value of investment (129,000) (254,000)
Provision for gratuity 3,680,500 816,506
Gzin on sale and lease back - (2,424,162)
‘Workers profit participation fund 974,157
Workers walfare fund 370,180
Deferred Income (1,348,405) -
Written off {52,615} -
Exchange gain f (less} - net 316,763 (2,162,652)
Finance cast 35,459,885 64,725,650
76,620,093 67,749,635
Operating profit befi working 1 hang 99,566,411 106,537,253
Changes In working capital
(Increase} / decrease in current assets
Stores, spares & loose tools and stock in trade 3,619,472 {31.2%0,525)
Trade debts . 21,611,906 {3,510,131)
Loans and advances & Tax refund due from Government : (25,415,774) 30,187,047
Trade deposits and short ferm prepayments - (1,674,255)
Sales tax Refundahle {138,371) -
Stock in Trade (86,842,671} -
Other recaivables 103,750,692 {8,414,669
16,581,253 {14,662,533)
Increase / (decrease) in current liabllities
Trade and cther payables (28,933,427} 101,383,506
87,214,237 153,258, 226

TRANSACTIONS WITH RELATED PARTIES

The related parties comprise of associated companies, directors and key management personnel. Transactions with related

parties are as under:

(Un-audited) {Un-audited)

31-Dec-13 3%-Pec-12

Associates:

Sales of yarn - 69,458,000
Purchase of raw material - 183,731,732
Purchase of electricity - 112,313,594
Reprocessing income - 124,000

Purchase of Land 23,000,000 -

DATE OF AUTHORIZATEON FOR ISSUE

These financia! statements were approved by the Board of Directors and authorized for issue on February 27, 2014,

GENERAL

Y

Figures in these financial statements have been rounded off to the nearest rupze,

Karachi: Chief Executive
Dated: Fobruary 27,2014 11

Director
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