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On behalf of the board of

 
directors of Babri Cotton Mills Limited, I am

 
pleased to present the 

unaudited condensed interim financial information of the Company for the first quarter ended 
30

th

 
September, 2018.

 
Figures for the previous quarter

 
ended 30

th

 
September, 2017 are 

included for comparison.

 
 
Financial Results

 Financial performance for the current quarter as compared to the previous period is given as 
under:

 

 

Quarter

 

ended 30
th

 

September,

 

       

2018

    

2017

       

(Rupees in thousands)

Sales

   

439,293

 

412,611

 

Gross

 

Profit /

 

(Loss)

     

33,091

 

(32,310)

 

Operating

 

Profit

 

/

 

(Loss)

     

13,375

 

(49,163)

 

Finance Cost

   

(18,462)

   

(9,125)

 

(Loss) before Taxation

     

(5,087)

 

(58,288)

 

(Loss) after Taxation

     

(3,853)

 

(59,279)

 

 
        

----------Rupees----------

 

Loss

 

per Share

 

Basic and diluted Loss per share

 

–

 

Rs.

       

(1.06)

 

(16.23)

 

Financial perspective

  

Turnover of the company

 

has risen by

 

Rs.26.682

 

million (6.47%). Gross margins have 
substantially improved by Rs.65.401

 

million (14.89% of sales)

 

during current quarter. During 
the previous quarter ended 30

th
 September, 2017, the company had incurred Gross LOSS

 

of 
Rs.32.310 million (7.85% of sales) whereas during the current quarter ended 30

th

 

September, 
2018, the company has earned Gross PROFIT

 

of Rs.33.091

 

million (7.53% of sales). It may 
be stated

 

as favorable turnaround of the company by 200%

 

in terms of gross margins.

 

The 
company also achieved the mark of operational profits (before taxation) with positive variance

 

of Rs.62.538

 

million.

  
 

Loss before taxation has almost been recovered during the current period, and Loss after 
taxation has been decreased by 94% to

 

Rs.3.853

 

million in current quarter, as compared to 
Rs.59.279 million in the corresponding period. The results show continuous improvement 
trend.

 

Industry Overview
Our textile industry is still facing significant economic and governance issues & challenges in 
achieving desired GDP growth and export targets. These challenges to country’s economy 
were accentuated due to resurgences of both fiscal and current account deficits, augmented 
by high uncertainties in policies of new political setup. Although Pak rupee devaluation of 
approx 10%, during recent weeks, benefitted textile exporters but this measure was 
outweighed by a rise in the input costs, which are major constituents of finished products. 
Subsidy on gas fuels being used for power generation by export-oriented sectors has been 
announced by the government but customs regulatory duties on imported raw materials are 
still in place, making imported raw materials cost expensive by 5%. Due to decline in yarn and 
value-added exports, there is an abundant supply of locally manufactured yarn and grey cloth
in local markets, which is also augmented by Indian low-cost yarn imports by large textile 

  
Sikandar Kuli Khan Khattak Raza Kuli Khan Khattak

Director Chief Executive Officer

exporters, which leads to stagnancy in yarn prices of exclusive spinning industry of fine 
counts yarn manufacturing.

Currently the survival for textile companies lie in financial strength to manage the operational 
cash flows to meet the operating working capital cycle, either through equity arrangements or 
assistance

 

from financial institutions. At the same time, technological advancements, 
upgradation and BMR plans have also become inevitable in current scenario to hold the 
market share in terms of quality parameters.

 

Subsequent Events

 

No material financial event took place subsequently to close of this

 

financial year 2017-2018, 
having any adverse impact over financial position.

 
 

Status of Financial Facilities

 

The company has fulfilled all its financial commitments during the period

 

under review and 
subsequently as well. 

 
 
 

Future Prospects

 

We wish to remain optimistic about anticipated business-friendly policies of the newly elected 
setup, but keeping in view the high volatility in following input costs parameters, we expect the 
substantial increase in cost of doing business:

 

WAPDA cost per unit escalation; 
Minimum wage increase; 

Low cotton crop production at domestic level, as compared to the  targets, has pushed  trading 
prices towards higher end. Further, bail-out package with IMF, if materializes, will also 
increase the financial costs over debts being availed by the company.

 All these potential impacts will be monitored by us closely and we shall try to hedge possible 
uncertainties by acquiring an efficient raw material blend costs, along with best possible 
efficiencies of our workforce

 

and machinery setup. Though the prevailing environments are 
not very much favorable

 

but even then the management is putting its best efforts for 
substantial reduction in our input costs, thereby improving the gross margins and contributing 
towards positive bottom line results. T he management is still hopeful that through cost-
reduction plans in both production and service departments, we will be able to sail through this 
crucial period and improve our financial position in upcoming months

 

We have almost

 

implemented

 

our CAPEX/ BMR plan of Rs.200 Million

 

to upgrade our 
machinery setup, which will lead to better quality and enhancement of existing yarn production
levels.  
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in achieving the targeted results. We are also thankful to our valued bankers, customer and 
other stakeholders for their continued support extended to us.
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BABRI COTTON MILLS LIMITED  
CONDENSED INTERIM PROFIT AND LOSS ACCOUNT (UN-AUDITED)

FOR THE QUARTER ENDED SEPTEMBER 30, 2018

BABRI COTTON MILLS LIMITED 
CONDENSED INTERIM BALANCE  SHEET (UN-AUDITED)   

AS AT 30 SEPTEMBER, 2018

30 Sep, 2018 30 June, 2018ASSETS

Non-current assets

Property, plant and equipment 1,639,373 1,584,212

Investments in an Associated Company 236,325 236,325

Long term loans 542 535

Security deposits 1,109 1,109

1,877,349 1,822,181

Current assets

Stores, spares and loose tools 57,938 39,566

Stock-in-trade 835,743 672,394

Trade debts 151 369

Loans and advances 7,540 8,671

Prepayments 7,674 1,837

Other receivables 3,503 4,710

Sales tax refundable 44,513 34,545

Income tax refundable, advance tax 

and tax deducted at source 52,806 45,298

Cash and bank balances 27,070 8,143

1,036,938 815,533

TOTAL ASSETS 2,914,287 2,637,714

EQUITY AND LIABILITIES

Equity
Authorised capital 250,000 250,000

Issued, subscribed and paid-up capital 36,522 36,522

Capital reserves
- share premium 15,096 15,096

- revaluation surplus on property, 
plant and equipment 911,801 915,635

Revenue reserves
- general reserve 88,000 88,000

- gain on remeasurement of forward foreign

exchange contracts 2,216 2,245

Unappropriated profit 311,234 311,253

Shareholders' equity 1,364,869 1,368,751

Liabilities

Non-current liabilities

Long Term finances 112,976 70,096
Staff retirement benefits - gratuity 76,811 78,326

Deferred taxation 76,413 83,010

266,200 231,432

Current liabilities
Trade and other payables 269,247 272,552

Unclaimed dividend 2,431 2,431

Accrued interest / mark-up 18,718 15,326

Short term finances 956,106 726,128

Current portion of non-current liabilities 13,775 3,644

Taxation 22,941 17,450

1,283,218 1,037,531

Total liabilities 1,549,418 1,268,963

Contingencies and commitments

TOTAL EQUITY AND LIABILITIES 2,914,287 2,637,714

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

(Rupees in thousand)
2018 2017

Sales 439,293 412,611

Cost of Sales 406,202 444,921

Gross  Profit / (Loss) 33,091 (32,310)

Distribution Cost 3,635 2,373

Administrative Expenses 16,188 13,119

Other Expenses 0 4,510

Other Income (107) (3,150)

19,716 16,852

Profit / (Loss) from Operations 13,375 (49,162)

Finance Cost 18,462 9,124

(Loss) before Taxation (5,087) (58,286)

Taxation 

- Current 5,491 4,148

- Deferred (6,725) (3,157)

(1,234) 991

(Loss) after taxation (3,853) (59,277)

Other Comprehensive income -

            

-

Total Comprehensive (Loss) for the period (3,853) (59,277)

(Loss) per Share (1.06) (16.23)

The annexed notes form an integral part of this condensed iterim finanacial infrormation

------- Rupees -------

(Rupees in thousand)

 

 

 

 

                    
Raza Kuli Khan Khattak
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Director
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Director
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BABRI COTTON MILLS LIMITED 

                             
             

CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY (UN-AUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2018

  

BABRI COTTON MILLS LIMITED 

                   

CONDENSED INTERIM CASH FLOW STATEMENT (UN-AUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2018

                        

                

              

Sep-18 Jun-18

Cash flow from operating activities

Loss for the year - before taxation and share of  
(loss) / profit of an Associated Company (5,087) (157,840)

Adjustments for non-cash charges and other items:
Depreciation 16,120 60,061

Loss on disposal of fixed assets 0 4,148
Deferred income credited 0 (2,100)
Amortization of gain on forward foreign exchange contracts (28) (110)
Income on bank deposits (79) 0

Staff retirement benefits - gratuity (net) (1,515) (5,215)
Finance cost 18,462 43,893

 Profit / (Loss) before working capital changes 27,873 (57,163)

Effect on cash flow due to working capital changes

Decrease / (increase) in current assets:

Stores, spares and loose tools (18,372) (13,515)
Stock-in-trade (163,349) (57,479)

Trade debts 218 (84)

Loans and advances 1,131 (3,619)
Pre-payments (5,837) (924)
Other receivables 1,207 206
Sales tax refundable (9,968) (8,946)
(Decrease) / Increase in trade and other payables (3,305) 101,322

(198,275) 16,961

Cash generated / (used) in operations (170,402) (40,202)
Taxes paid (7,302) (13,968)
Long term loans - net (7) 68

Net cash generated / (used) in operating activities (177,711) (54,102)

Cash flow from investing activities

Fixed capital expenditure - net (71,281) (132,870)

Sale proceeds of operating fixed assets 0 7,059

Security deposits 0 (76)

Dividend received 0 0

Net cash used in investing activities (71,281) (125,887)

Cash flow from financing activities
Long term finances - net 53,011 73,740
Lease finances - net 0 (13,824)

Short term finances - net 229,978 165,098
Finance cost paid (15,070) (37,359)

Net cash generated / (utilized) from financing activities 267,919 187,655

Net Increase / (decrease) in cash and cash equivalents 18,927 7,666

Cash and cash equivalents - at beginning of the year 8,143 477

Cash and cash equivalents - at end of the year 27,070 8,143

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

(Rupees in thousand)

                                         

 
  

 
     

      

Balance as at June 30, 2017 - re-stated 36,522 15,096 932,265 88,000 2,355 441,252 1,515,490

Total comprehensive (Loss) for
the quarter ended September 30, 2017: 0 0 0 0 0 (59,277) (59,277)

Amortisation of gain on forward 
foreign exchange contracts 0 0 0 0 0 0 0

Surplus on revaluation of property,
plant and equipment realised during
(net of deferred taxation): 0 0 0 0 0 0 0

 - on account of incremental

 depreciation for the quarter 0 0 0 0 0 0 0

Balance as at September 30, 2017 36,522 15,096 932,265 88,000 2,355 381,975 1,456,213

Total comprehensive loss for
   the nine months period ended June 30, 2018:

   -loss for the year (79,659) (79,659)

   -other comprehensive income (11,370) (11,370)

290,946 1,365,184

Amortisation of gain on forward 
foreign exchange contracts 0 0 0 0 (110) 0 (110)

 Surplus on revaluation
of property, plant and equipment

(net of deferred taxation): 0 0 0 0 0

 - on account of incremental
 depreciation for the nine months 0 0 (15,335) 0 0 15,335 0

 - Upon sale of revalued plant
and machinery 0 0 (3,906) 3,906 0

 - Resultant adjustment due
to reduction in tax rate 0 0 4,128 4,128

- Share of revaluation surplus on
property, plant and equipment of
an associated Company 0 0 (1,517) (1,517)

-Effect of items directly credited
in equity by an Associated 
Company 0 0 0 0 1,066 1,066

Balance as at June 30, 2018 36,522 15,096 915,635 88,000 2,245 311,253 1,368,751

Total comprehensive (Loss) for

the quarter ended September 30, 2018 0 0 0 0 (3,853) (3,853)

Amortisation of gain on forward 

foreign exchange contracts 0 0 0 (29) 0 (29)

Surplus on revaluation of property,

plant and equipment realised during

(net of deferred taxation): - - - - 0 0

 - on account of incremental

 depreciation for the quarter 0 0 (3,834) 0 0 3,834 0

Balance as at September 30, 2018 36,522 15,096 911,801 88,000 2,216 311,234 1,364,869

------------------------- Rupees in thousand -------------------------

Total

Reserves

Share 

capital

Unappro-

priated 

profit

Share 

premium 

reserve

General 

reserve

Gain on

hedging

instru-

ments

Revaluati
on 

surplus 
on 

propety, 

                    
Raza Kuli Khan Khattak

Chief Executive
Sikandar Kuli Khan Khattak

Director

                    
                      

Noor-un-Nabi (ACA, APA)
Chief Financial Officer                     

Raza Kuli Khan Khattak
Chief Executive

Sikandar Kuli Khan Khattak
Director

                    
                      

Noor-un-Nabi (ACA, APA)
Chief Financial Officer
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Un-audited Audited

30 September, 30 June,

2018 2018

Rupees in Rupees in 

thousand thousand

6.1 Operating fixed assets 
Book value as at 30 June, 2018 1,535,925 1,517,351
Addition during the period:

Owned

- Plant & Machinery 118,768 68,305

- Generators 0 9,594

- Residential Building 0 5,259

- Vehicles 0 6,684

- Computers 0 0

Deletion during the period:

Owned

- Plant & Machinery 0 (10,041)

- Furniture & Fixtures 0 (11)

- Vehicles 0 (1,155)
Depreciation charge for the period (16,120) (60,061)

Book value as at 30 September, 2018 1,638,573 1,535,925

7. Transactions with related parties

7.1

2018 2017

Nature of 

Relationship

- Janana De Malucho Textile Mills Ltd.

Associated 
Company 389 0

Rent Paid 463 0

Utilities Expenses 15 0

7.2

7.3

8. Financial risk management

9. Date of authorisation for issue

10. Corresponding figures

 - 

 - 

Name Nature of Transaction

Salaries & Others Expneses

Corresponding figures have been re-arranged and re-classified, wherever necessary, for the purpose of comparison; however,
no material re-arrangements  / re-classifications have been made in this condensed interim financial information.

No other transactions, other than remuneration and benefits to key management personnel under the terms of their
employment, were executed with other related parties during the period.

The Company's activities expose it to a variety of financial risks: market risk (including currency risk, fair value interest rate risk, cash
flow interest rate risk and price risk), credit risk and liquidity risk. This condensed interim financial information does not include all
financial risk management information and disclosures required in the annual financial statements and should be read in conjunction
with the Company's preceding annual financial statements for the year ended 30 June, 2018. There have been no changes in the risk
management policies since the year-end.

This condensed interim financial information was authorised for issue on 27 October, 2018 by the Board of Directors of the Company.

To comply with the requirements of International Accounting Standard 34 (Interim Financial Reporting), the condensed interim
balance sheet has been compared with the balances of preceding annual audited financial statements of the Company for the
year ended 30 June, 2018, whereas, the condensed interim profit and loss account, condensed interim cash flow statement and
condensed interim statement of changes in equity have been compared with the balances of comparable period of the
immediately preceding financial year, i.e. quarter ended 30 September, 2018.

Trade and other payables include due from Associated Companies aggregating Rs.1,563 thousand (30 June, 2017: Rs. Nil 
thousand).

Rupees in thousand

Aggregate transactions made during the period with the Associated Companies were as follows:

Quarter ended

30 September

    
BABRI COTTON MILLS LIMITED 

NOTES TO THE CONDENSED INTERIM FINANCIAL
INFORMATION (UN-AUDITED)

(10) (11)

1. Corporate information

2. Basis of preparation

3. Significant accounting policies

4. Accounting estimates, judgments and financial risk management

5. Contingencies and commitments

5.1

5.2

5.3 Commitments against irrecovable letter of credit - outstanding as

at 30 September, 2018 were for:

Un-audited Audited

30 September, 30 June,

2018 2018

-Raw material 102,814 71,518

-Spare Parts 52,107 117,626

154,921 189,144

6. Property, plant and equipment

Operating fixed assets 7.1 1,638,573 1,535,925

Capital work in progress - Plant & Machinery 0 48,287

Capital work in progress - Computers 800 0

1,639,373 1,584,212

The accounting policies adopted for the preparation of this condensed interim financial information are the same as those applied in the

preparation of preceding annual financial statements of the Company for the year ended 30 June, 2018 except for gain on sale and

leaseback transactions resulting in finance leases are deferred and amortised over the lease term on a straight-line basis, while losses

are recognised immediately in the income statement.

The preparation of this condensed interim financial information in conformity with the approved accounting standards requires the use of

certain critical accounting estimates and assumptions. It also requires management to exercise its judgment in the process of applying

the Company's accounting policies. Estimates and judgments are continually evaluated and are based on historical experience and

other factors, including expectation of future events that are believed to be reasonable under the circumstances. However, actual results

may differ from these estimates.

During the preparation of this condensed interim financial information, 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 were applied to the

audited annual financial statements for the year ended 30 June, 2018.

The Company’s financial risk management objectives and policies are consistent with those disclosed in the financial statements as at

and for the year ended  30 June, 2018.

The Company, during the preceeding year, has challanged the levy of gas infrastructure development cess (GIDC) by filling the petition 
before the Peshawar High Court, Peshawar (PHC). The PHC has stayed the levy/ cess charged through GIDC Act, 2015 and the 
respondence were directed to submitt their comments. Earlier , the Supreme Court of Pakistan had dismissed the appeal of Federation 
on the same matter on August 22, 2014, where in it was held that the levy under the GIDC Act, 2011 was not covered under any entry 
relating to the in position or levy of a tax as envisaged in the Constitution. Sui Northern Gas Pipe line Ltd; along with gas bill for the 
month of September, 2018, has raised GIDC demands aggregating Rs: 448.460 million, which are payable in case of an adverse 
judgment by the PHC. The petition before the PHC is pending adjudication.

Guarantee issued by National banks of Pakistan on behalf of the Company in favour of Sui Northern Gas Pipelines Ltd. outstanding as
at 30 September, 2018 were for Rs: 55.200 million (June 30,2018:  Rs.55.200 million).

(Rupees in thousand)

This condensed interim financial information is un-audited and is being submitted to the members in accordance with section 245 of the
Companies Ordinance, 1984 (the Ordinance). It has been prepared in accordance with the requirements of International Accounting
Standard 34 (Interim Financial Reporting) and provisions of and directives issued under the Ordinance. In case where requirements
differ, the provisions of or directives issued under the Ordinance have been followed. This condensed interim financial information does
not include all the information required for annual financial statements and therefore should be read in conjunction with the annual
financial statements of the Company for the year ended 30 June, 2018.

FOR THE QUARTER ENDED SEPTEMBER 30, 2018

Babri Cotton Mills Limited (the Company) was incorporated in Pakistan on 26 October, 1970 as a Public Company and its shares are
quoted on the Pakistan Stock Exchange. The Company is principally engaged in manufacture and sale of yarn. The Company's mills
and registered office are located at Habibabad, Kohat.

                    
Raza Kuli Khan Khattak

Chief Executive
Sikandar Kuli Khan Khattak

Director

                    
                      

Noor-un-Nabi (ACA, APA)
Chief Financial Officer
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