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DIRECTORS’ REPORT TO THE SHAREHOLDERS

The Directors of the Company are pleased to present their report together with the un-audited
condensed interim financial statements for the half-year ended December 31, 2018.

During the period under review, the Company incurred a gross loss of Rs. 12.583 million as compared to
gross loss of 31.862 million in the corresponding period. The Company incurred a net loss for the period
of Rs. 51.596 million as compares to loss of Rs, 53.516 million during the last half year. The Company has
been able to revive its business operations since April 01, 2018 and made sales amounting to Rs.
505.782 millions but high cost of energy and drastic devaluation of Pak Rupee against US $ spoil
management’s efforts to achieve operating profitability. The Company is currently producing polyester
yarn from polyester fiber which is imported and its price is directly connected with exchange rate.
During current period devaluation of Pak Rupee caused increase in polyester raw material prices, which
resultantly convert aur margin in-to loss.

The Government has taken steps to improve the current state of textile sector by announcing
concessionary prices for energy. According the electricity will be provided 7.5 US cents/KWH whereas
Sui gas will be provided 6.5 US S per MMBTU, as a result of which it is expected that our energy cost will
be minimized by 20%.

During current periad Director’s lcan amounting to Rs. 407.881 million has been converted into paid up
share capital with the approval of SECP. It will enhance the capital worth of the Company and will
facilitate future business prospectus in the form of obtaining fresh working capital facilities from the
banks.

In the latest quarter, the yarn market shows an improvement in the varn selling prices. The
management is hopeful that this condition will be favorable for our Company and we can earn better
profit margins and our liquidity position will be improved within the next half-year.

Auditors’ have qualified the review report due to non-payment of unclaimed dividends of previous
pericds. We assure that we shall take measures as provided in the law for treatment of unclaimed
dividends before the end of current financial year.

Auditors” observation regarding going concern has been disclosed in note no. 1 of the interim financial
statements for the period ended December 31, 2018.

The Board is thankful to the shareholders of the Company for their continued support to the Company
and also wishes to express its gratitude to all the employees of the Company for their hard werk, loyalty
and dedication.

;\M? For and on behalf of the Board

Lahore: (Khawaja Mohammad Jawed) {(Khawaja Mohafmmad Jahangir)

February 28, 2019 Chairman Chief Executive Officer
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INDEPENDENT AUDITOR’S REVIEW REPORT

To the members of Chakwal Spinning Mills Limited

Report on Review of Tnterim Financial Statements

Introduction

We have reviewed the accompanying condensed interim statement of financial position of
Chalowal Spinning Mills Limited as at December 31, 2018 and the related condensed interim
statement of profit or loss and other comprehensive income, condensed interim statement of
changes in equity, and condensed interim statement of cash flows, and notes to the financial
statements for the six-month period then ended (here-in-after referred to as the “interim
financial stalements™). Management is responsible for the preparation and presentation of
these interim financial statements in accordance with accounting and reporting standards as
applicable in Pakistan for interim financial reporting. Our responsibility is to EXpPIess &
conciusion on these financial statements based on our review.

The figures of the condensed interim statement of profit or loss and other comprehensive
imcome for the three months period ended 31 December 2018 and 2017 have not been
reviewed, as we are required 1o review only the cumulative figures for the half year ended 31
December 2018,

Seope of Review

We conducled our review in accordance with International Standard on Review Engagements
2410, “Review of Interim Financial Information Performed by the Independent Auvditor of the
Entity™. A review of Interim financial statements consists of making inquiries, primarily of
persons responsible for financial and accounting matters, and applying analytical and other
review procedures. A review is substantially less in scape than an audit conducted in
accordance with International Standards on Auditing and consequently does not enable us to
oblain assurance that we would become awware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit opinion.

Other Offices at:

Islamabad: House # 726, Street 34, Margalla Town, off Murree Road, Islamabad.
Phone : +92-51-2374282-3 Fax: +92-51-2374281

Karachi: 1001-1003 10th Floor, Chapa! Plaza, Hasrat Mohani Road, Off LI Chundrigar Road, Karachi
Tel: + 92-21-32425911-2, Fax: +92-21-32432134




Aslam Malik & Co. Continuation Sheet

Basis for Qualified Opinion
Unclaimed dividend of Rs. 384,347 {overdue) of previous years has not been deposited into
government treasury nor has any notification been issued to shareholders.

Qualified Conclusion

Based on our review except as stated in basis for qualified opinion section of our report,
nothing has come to our attention that causes us (o believe that the accompanying interim
financial statements is not prepared, in all material res pects, in accordance with the accounting
and reporting standards as applicable in Pakistan for interim financial reporting.

Material Uneertainty relating to Going Concern

Without qualifying our opinion, we draw attention to Note 1 in the interim financial statement
which indicates that the company incurred net loss after tax of Rs, 51.396 million (December
31,2017 Rs. 53.516 million) and at half year end and as of the year end its accumulated loss
amounting to Rs. 740.031 million (Tune 30, 2018: 689.649 million) and iis current labilitics
excesds Its current assets by Rs. 831426 (June 30, 2018; Rs 486.529 milfion). These
conditions along with other maiters as set forth in Note 1 indicate the existence of a material
tncerlainty that may cause significant doubt about the Company’s ability to continue as
L011g concern,

The enpagement partner on the audit resulfing in this independent auditor’s report s
Mehammad Asiam Malik.

Date : Tebruary 28, 2019 (Aslam Malik & Co.)
Place: Lahore Chartered Accountants
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