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DEWAN FAROOQUE SPINNING MILLS LIMITED

DIRECTORS’ REPORT
IN THE NAME OF ALLAH; THE MOST GRACIOUS AND MERCIFUL
IF YE GIVE THANKS, | WILL GIVE YOU MORE (HOLY QURAN)

The Board of Directors of your Company is pleased to present unaudited condensed interim
financial information for the first quarter ended September 30, 2018 in compliance with the
requirements of section 237 of the Companies Act, 2017 and code of corporate governance issued
by Securities and Exchange Commission of Pakistan.

Overview

Textile sector being the largest manufacturing sector, which contributes to Foreign Exchange
earnings, continued to face distressed and adverse set of circumstances which hampered the
operations of your company as well as many other units across the country.

Operating results and performance:

Company’s net revenue for first quarter was Rs. 123.389 million as compared to net sales of
Rs.322.261 million of the corresponding period of last year. Company has suffered gross loss of Rs.
9.838 million as compared to the gross loss of Rs. 58.813 million of comparable period of last year
due to working capital constraints, whereas operating expenses of the company remained at
Rs.8.298 million as compared to Rs.9.466 million of comparable period of last year. During the
period under review company’s revenue represents manufacturing of yarn on contract basis.

The demand of cotton is more than its consumption in Pakistan, therefore textile units have to rely on
imported cotton, which increases the cost of production. In addition to above, cost of utilities and
labor in Pakistan is significantly higher than other regional market players like Bangladesh, India
and Vietnam, which ultimately increases the cost of doing business.

The company approached its lenders for further restructuring of its liabilities, which is in process.
Management is hopeful that such revision will be finalized soon.

Future Outlook

It is difficult to compete in international market, at present, due to higher cost of production.
However, some initiatives from the government are direly needed in order to make the textile
industry sustainable, especially smooth supply of gas at affordable tariff. Withdrawal of custom duty
and sales tax on imported cotton was a good step, which has been reimposed during the period
under review, withdrawal of which would be helpful for overall textile industry. Input tax paid on
packing material is now claimable, by virtue of Finance Act, 2018, which will reduce the product cost.

Conclusion

With grace of Allah Almighty, the management of the company will put its best endeavors to bring
better results in forthcoming quarters. In conclusion, we bow beg and pray to Almighty Allah,
Rahman-o-Rahim, in the name of our beloved prophet Muhammad (Peace be upon him) for the
continued showering of his blessings, Guidance, strength, health and prosperity to us, our company,
country and nation, and also pray to Almighty Allah to bestow peace, Harmony, brotherhood and
unity in true Islamic spirit to whole of Muslim Ummah; Ameen: Summa Ameen

LO-MY LORD IS INDEED HEARER OF PRAYER (HOLY QURAN)
By and under Authority of the Board of Directors

Dewan Abdul :Baqi Farooqui S.M. Anwar
Chief Executive Officer & Director Chairman Board of Directors

Dated: October 24, 2018
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CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION

AS AT 30TH SEPTEMBER, 2018

EQUITY AND LIABILITIES
SHAREHOLDERS' EQUITY
Share capital and reserves

Authorized share capital

Issued, Subscribed and Paid-up Capital

Revenue Reserve - Accumulated loss

Capital Reserve - Revaluation surplus on property, plant and equipment

NON-CURRENT LIABILITIES
Long term loans
Deferred Taxation
Deferred Liability for staff gratuity

CURRENT LIABILITIES
Trade and other payables
Accrued mark-up
Short term borrowings
Overdue portion of long term liabilities
Provision for taxation

Contingencies and Commitments

ASSETS

NON-CURRENT ASSETS
Property, plant and equipment
Long term deposits

CURRENT ASSETS
Stores & Spares
Stock-in-trade
Trade Debts- Unsecured, Considered Good.
Loans and advances- Unsecured, Considered Good.

Trade deposits and other receivables- Considered Good.

Advance income tax
Cash and bank balances

Un-Audited Audited
Sept 30, June 30,
2018 2018
Rupees

1,000,000,000

1,000,000,000

977,507,260
(980,047,680)
1,121,337,233

977,507,260
(964,607,537)
1,126,834,919

1,118,796,813

1,139,734,642

185,906,653 182,233,028
207,269,255 219,835,713
3,720,572 3,756,623
98,864,515 105,910,779
152,857,665 146,302,764
259,477,965 274,477,965
463,896,977 463,896,977
11,157,229 9,614,864
986,254,351 1,000,203,349

2,501,947,644

2,545,763,355

2,059,915,779

2,089,034,129

25,630,245 24,077,045
27,533,108 28,469,486
28,103,027 28,188,863
154,720,350 168,475,529
65,048,261 64,608,999
79,253,137 79,253,986
58,119,159 55,745,041
3,624,578 7,910,277
416,401,620 432,652,181

2,501,947,644

2,545,763,355

The annexed notes form an integral part of this condensed interim financial information.

(g0

S.M. Anwar
Chairman Board of Directors

Dewan Abdul 'Baqi Farooqui
Chief Executive Officer & Director
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DEWAN FAROOQUE SPINNING MILLS LIMITED

CONDENSED INTERIM STATEMENT OF PROFIT OR LOSS (UN-AUDITED)

FOR THE FIRST QUARTER ENDED 30TH SEPTEMBER 2018

SALES - NET
COST OF SALES
GROSS (LOSS)

OPERATING EXPENSES
Administrative expenses
Selling and distribution expenses

OPERATING (LOSS)

OTHER CHARGES
Finance cost
Other Income

(LOSS) BEFORE TAXATION

TAXATION
Current
Deferred

(LOSS) AFTER TAXATION

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

July-Sept. July-Sept.
2018 2017
(Rupees)

123,389,200 322,260,783
(133,227,110) (381,073,395)
(9,837,910) (58,812,612)
(4,630,618) (5,308,966)
(3,667,497) (4,157,007)
(8,298,115) (9,465,973)

(18,136,025)

(68,278,585)

(13,833,265)
7,368

(16,377,920)

(13,825,897)

(16,377,920)

(31,961,922)

(84,656,505)

(1,542,365) (4,028,260)
5,238,602 6,217,462
3,696,237 2,189,202

(28,265,685)  (82,467,303)
(0.29) (0.84)

The annexed notes form an integral part of this condensed interim financial information.

Dewan Abdul 'Baqi Farooqui
Chief Executive Officer & Director

Chief Financial Officer

(g0

S.M. Anwar

Chairman Board of Directors
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CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE FIRST QUARTER ENDED 30TH SEPTEMBER 2018

July-Sept. July-Sept.
2018 2017
(Restated)
(Rupees)
(LOSS) AFTER TAXATION (28,265,685) (82,467,303)
Effect of change in tax rates on balance
of revaluation on property, plant and equipment 7,327,856 8,130,110

TOTAL COMPREHENSIVE (LOSS) FOR THE PERIOD (20,937,829) (74,337,193)

The annexed notes form an integral part of this condensed interim financial information.

= o g

Dewan Abdul 'Baqi Farooqui S.M. Raza S.M. Anwar
Chief Executive Officer & Director Chief Financial Officer Chairman Board of Directors
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DEWAN FAROOQUE SPINNING MILLS LIMITED

CONDENSED INTERIM STATEMENT OF CASH FLOWS (UN-AUDITED)
FOR THE FIRST QUARTER ENDED 30TH SEPTEMBER 2018

July-Sept. July-Sept.
2018 2017

CASH FLOW FROM OPERATING ACTIVITIES Note (Rupees)
(Loss) before taxation (31,961,922) (84,656,505)
Adjustments for non cash and other items:
Depreciation 33,433,500 35,224,328
Financial charges 13,833,265 16,377,920
Cash flow before working capital changes 15,304,843 (33,054,257)
Working Capital changes
(Increase)/ Decrease in assets:
Stores & spares 936,378 552,840
Stock in trade 85,836 55,590,514
Trade debts 13,755,179 (21,845,669)
Loans & advances (439,262) 5,502,055
Trade deposits & other receivables 849 6,433,773
Increase/ (Decrease) in liabilities:
Trade creditors, other payables and borrowings (7,046,264) (21,722,817)
Cash generated from /(used in) operations 22,597,559 (8,543,561)
Taxes paid (2,374,118) (1,402,561)
Gratuity paid (36,051) -
Financial charges paid (3,604,739) (4,158,283)

16,582,651 (14,104,405)
CASH FLOW FROM INVESTING ACTIVITIES

Capital expenditure incurred (4,315,150) -
Long term deposits (1,553,200) -
Net cash outflow from investing activities (5,868,350) -

CASH FLOW FROM FINANCING ACTIVITIES

Syndicated Long Term Loan - -

Net cash Inflow/(out flow) from financing activities - -

Net increase / (decrease) in cash and cash equivalents 10,714,301 (14,104,405)
Cash and Cash equivalents at the beginning of the period (266,567,688) (287,229,069)
Cash and Cash equivalents at the end of the year period 8 (255,853,387) (301,333,474)

The annexed notes form an integral part of this condensed interim financial information.

= o g

Dewan Abdul 'Baqi Farooqui S.M. Raza S.M. Anwar
Chief Executive Officer & Director Chief Financial Officer Chairman Board of Directors
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CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY (UN-AUDITED)
FOR THE FIRST QUARTER ENDED 30TH SEPTEMBER 2018

Revenue reserve  Capital Reserve

Issued, Revalual
subscribed and evaluation Total
Paid-up Capitl Accumulated loss - surplus on p.roperty,
plant & equipment
(Rupees)
Balance as at July 01, 2017 - as reported 977,507,260 (643,645,234) - 333,862,026

Effect of Change in accounting policy (note 4.2) - - 1,174,862,529  1,174,862,529
Balance as at July 01, 2017 - as restated 977,507,260 (643,645,234) 1,174,862,529 1,508,724,555

Total comprehensive income for the period
(Loss) for the period - (82,467,303)
Other comprehensive income - net of tax -

- (82,467,303)
- 8,130,110 8,130,110
(82,467,303) 8,130,110  (74,337,193)

Transfer to accumulated loss in respect of incremental
depreciation - net of tax - 13,838,867  (13,838,867) -

Balance as at September 30, 2017 - restated 977,507,260 (712,273,670) 1,169,153,772 1,434,387,362

Balance as at July 01, 2018 977,507,260 (964,607,537) 1,126,834,919 1,139,734,642
Total comprehensive loss for the period

(Loss) for the period - (28,265,685) - (28,265,685)
Other comprehensive income - - 7,327,856 7,327,856
(28,265,685) 7,327,856  (20,937,829)

Transfer to accumulated loss in respect of incremental
depreciation - net of tax - 12,825,542  (12,825,542) -

Balance as at September 30, 2018 977,507,260 (980,047,680) 1,121,337,233 1,118,796,813

The annexed notes form an integral part of this condensed interim financial information.

= o g

Dewan Abdul 'Baqi Farooqui S.M. Raza S.M. Anwar
Chief Executive Officer & Director Chief Financial Officer Chairman Board of Directors
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DEWAN FAROOQUE SPINNING MILLS LIMITED

NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION - (Un Audited)
FOR THE FIRST QUARTER ENDED 30TH SEPTEMBER 2018

1

THE COMPANY AND ITS OPERATIONS

Dewan Farooque Spinning Mills Limited is incorporated in Pakistan on December 22,
2003 as public limited company, under the Companies Ordinance, 1984. The shares
of the company are listed on the Pakistan Stock Exchange Limited. The registered
office of the company is located at Finance & Trade Centre, Block "A" 7th floor,
Shara- e-Faisal, Karachi, Pakistan; while its manufacturing facilities are located at 54
km Multan Road, near the Phool Nagar By-pass, District Kasur, near the city of
Lahore in Pakistan. The principal activity of the company is manufacturing and sale of
fine quality yarn. Company also manufactures yarn on contract basis.The company
has installed capacity of 28,800 spindles.

BASIS OF PREPARATION

This condensed interim financial information has been prepared in accordance with
the accounting and reporting standards as applicable in Pakistan for interim financial
reporting with the exception of departure of IFRS as mentioned in note 9, for which
the management concludes that provisioning of mark up would conflict with the
objectives of the financial statements. The accounting and reporting standards as
applicable in Pakistan for interim financial reporting comprise of:

* International Accounting Standard (IAS) 34, Interim Financial Reporting,
issued by the International Accounting Standards Board (IASB) as notified
under the CompaniesAct, 2017; and

» Provisions of and directives issued under the Companies Act, 2017.

Where the provisions of and directives issued under the Companies Act, 2017 differ
with the requirements of IAS 34, the provisions of and directives issued under the
CompaniesAct, 2017 have been followed.

Estimates and Judgements

3.1 In preparing of this condensed interim financial information, management
make judgements, estimates and assumptions that affect the application of
accounting policies and the reported amounts of assets and liabilities,
incomes and expenses . Actual results may differ from these estimates.

3.2 The significant judgements made by management in applying the Company’s
accounting policies and the key sources of estimation uncertainty were the
same as those applied to the annual financial statements as at and for the
year ended June 30, 2018.

Significant Accounting Policies

4.1 The accounting policies and methods of computation adopted in the
preparation of this condensed interim financial information are the same as
those applied in the preparation of annual audited financial statements of the
Company as at and for the year ended June 30, 2018. Amendments to certain
existing standards and interpretations on approved accounting standards
effective during the period were not relevant to the Company's operations and
did not have any significant impact on the accounting policies of the
Company.

I 1ST QUARTER REPORT B 09
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4.2 Change in accounting policy
During the financial year ended June 30, 2018 Company has changed its
accounting policy for revaluation surplus on property, plant and equipment.
The detailed impacts of the said change in accounting policy have been
given in the annual financial statements of the Company for the year ended
June 30, 2018. The comparative figures in statement of comprehensive
income and statement of changes in equity have been restated due to

same.

Sept. 30, Jun 30,
2018 2018
5 Long term loans Rupees
Sponsor Loan unsecured, interest free - at amortized cost 185,906,653 182,233,028
185,906,653 182,233,028

6 Contingencies and Commitments
There is no material change in the contingencies and commitments since the last
audited financial statements for the year ended June 30, 2018.

Sept. 30, Jun 30,
2018 2018
7 PROPERTY, PLANT AND EQUIPMENT Rupees
Operating fixed assets 2,035,171,774 2,068,556,003
Capital work in progress 24,744,005 20,478,126
2,059,915,779 2,089,034,129
71 Operating fixed assets
Opening written down value 2,068,556,003 2,136,981,934
Additions during the period / year 49,271 74,295,853
Disposals during the period - net book value (Vehicles) - (195,298)
Depreciation during the period / year (33,433,500) (142,526,486)
Closing written down value 2,035,171,774 2,068,556,003
7.2  Additions during the period / year
Factory Building - 11,455,200
Non Factory Building - 4,759,511
Plant & Machinery 49,271 58,015,642
Furniture & Fixtures - 22,500
Office Equipment - 43,000
Civil works 4,265,879 20,478,126
4,315,150 94,773,979
Sept. 30, Sept. 30,
2018 2017
8 CASH AND CASH EQUIVALENTS
Cash and Bank Balances 3,624,578 7,259,491
Short term Borrowings (259,477,965) (308,592,965)
(255,853,387)  (301,333,474)
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DEWAN FAROOQUE SPINNING MILLS LIMITED

FINANCE COST

Company has not made the provision of markup for the period amounting to Rs.1.735
million (up to June 30, 2017: Rs.51.995 million) in respect of borrowings of certain
banks who have not yet accepted the restructuring proposal. The management of the
Company is quite hopeful that these banks will also accept restructuring proposal in
near future. Had the provision been made the loss for the period would have been
higher by Rs.1.735 million, shareholders' equity would have been lower and accrued
markup would have been higher by Rs.53.730 million.

Sept. Sept.

2018 2017
Rupees

BASIC EARNINGS PER SHARE

Loss after taxation (28,265,685) (82,467,303)
Weighted average number of ordinary shares 97,750,726 97,750,726
Basic Loss per share (0.29) (0.84)

No figure for diluted earning per share has been presented as the company has not
yet issued any instruments which would have an impact on basic earning per share
when exercised.

RELATED PARTY TRANSACTIONS
Provident Fund 422,654 424,542

CORRESPONDING FIGURES

In order to comply with the requirements of International Accounting Standard 34
"Interim Financial Reporting", balance sheet has been compared with the balances
of annual financial statements, whereas profit and loss account, statement of
comprehensive income, cash flow statement and statement of changes in equity
have been compared with the balances of comparable period of immediately
preceding financial year.

DATE OF AUTHORIZATION FORISSUE

This condensed interim financial information has been authorized for issue on
October 24, 2018 by the Board of Directors of the company.

= o g

Dewan Abdul 'Baqi Farooqui S.M. Raza S.M. Anwar
Chief Executive Officer & Director Chief Financial Officer Chairman Board of Directors
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