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Vision

Elahi Cofton Mills Limiteds vision i to run on purely professional grounds and to
accomplish, build up and sustain a good reputation within textile industry by
marketing premium guality yam by meang of honesty, integrity and commitment.

Mission Statement
It iz the mission of the Company:

-  To transform the Company into a modem and dynamic yam manufacturer
and to provide premium quality products to customers.

- To foster a culture of trust in order to make professional life at the Elahi
Cotton Mills Limited a stimulating and challenging experience for all our
people.

- To build the Company on =sound financial footings, increase eaming
distribution of adequate retumn to shareholders, employees and to contribute
towards the government revenues.

- To expand sales of the Company through good Govemance and faster a
sound and dynamic team so as to achieve oplimum profitably for the
Company for sustaining and equitable growth and prosperity of the Company.

- To make comprehensive amangements for the fraining of our workers
technicians.

- To strive for the continuous development of Pakistan while adding value to
the textile sector.

- To continue to eam the respect, confidence and goodwill of cur customers
and suppliers.

- To eam and sustain the trust of our stakeholders through efficient resource
management.




NOTICE OF 46
L
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Notice is hereby given that 46™ Annual General Meeti g of the Sharet of the Company will be held
at the Registered Office of the Company at 270-Sector 1/9, Industrial Area, Islamabad on October 28,2016
at 09.00 a.m. to transact the following business:-

1.
2.

3

To Confirm the minutes of the last Meeting.

To consider, approve and adopt the Audited Accounts of the Company for the year ended June
30, 2016 together with Auditors’ and Directors’ Reports thereon.

To appoint Auditors of the Company for the next financial year and to fix their remuneration.

To transact any other ordinary business of the Company with the prior permission of the
Chairman.

1AL

To consider and if deemed fit and appropriate adopt the amendments in Articles No. 37, 39, 53 and
96 of the Articles of Association of the Company and pass the following special resolutions with or
without modification(s):

“Resolved that to bring the Articles of the Company in consonance with the Companies
Ordinance, 1984, and to give effect to the Companies (E-voting) Regulations 2016, the

ing al i d d additi in Articles 37, 39, 53 and 96 be and are
hereby approved to read these Articles as under:

7 Notice of a General Meeting shall be sent in the manner hereinafter mentioned at least
twenty one days before the date on which the meeting is to be convened to all such
persons as are under these Articles or the Ordinance entitled to receive such notices from
the Company and shall specify the place and the day and hour of the meeting and the
nature of the business to be transacted thereat. In addition, a notice of a General Meeting
shall be published in at least one issue each of a daily newspaper in the English language
and a daily paper in the Urdu | having circulation in the Province in which
Stock Exchange listing the shares of the Company is situate. Furthermore the Company
may provide video conference facility to its members for attending general meeting at
places other than the town in which general meeting is taking place after considering the

1 di: 1 of its b provided that if at least five members or any
member or members, having not less than one tenth of the voting power, residing at a
geographical location, provide their consent to participate in the meeting through video
conference at least ten (10) days prior to date of meeting, the Company shall arrange
video conference facility in that city subject to availability of such facility in that city.

39 No business shall be transacted at any General Meeting unless a quorum is present at the

3

9

time when the meeting proceeds to business; save as herein otherwise provided Members
present in person or by proxy representing twenty five percent of the voting power shall
be a quorum provided that at least ten such Members are present in person.

3 The instrument appointing proxy shall be in writing under the hand of the appointer or his
attorney duly authorized in writing, or if the appointer is a corporation, either under seal
or under the hand of an Officer or attorney duly authorized. A person can be appointed as
proxy and shall be qualified to vote even if he/she is not a member. A member may
exercise his vote at a meeting by electronic means in the manner provided in the
Ordis or Rules or R ions made th der.

=

Subject to the provisions of Article 72(2), a resolution in writing signed by all the
Directors (including Alternate Directors) for the time being in Pakistan or by all the
members of a committee for the time being in Pakistan shall be as valid and effectual as if
it had been passed at a meeting of the Directors, or as the case may of such committee,
duly called and ituted. Sucl ion may be ined in one d. or in
several documents in like form each signed by one or more of the Directors or members of
the committee concerned. Provided that in case one-third (1/3rd) of the total number of
directors of the Company require that any resolution under circular resolution must be
decided at a board meeting in person, the Chairman shall put the resolution to be decided

at a meeting of the Board.
— e




Resolved further that the Articles ined in the d. bmitted to this ing and for

the purpose of identification initialed by the Chai hereof, app and adopted as the
Memorandum and Articles of the Association of the Company subject to the approval by
members of the Company and Securities & Exchange Commission of Pakistan, in substitution
for aforesaid Clauses and Articles thereof.

In view of the above it was unanimously agreed by the Meeting that each
amendment/alteration made in these Articles of A iation made through the initialed copy
mentioned above shall be deemed for all purposes to have been done through a separate and
individual resolution as if such amendment/alteration was singly so resolved.

BY ORDER OF THE BOARD

Islamabad, \r\\( 3

September 29, 2016.

(MAHFOOZ/ELAHI )
Chief Executive

NOTES:

Ty

Share transfer Books of the Company shall remain closed from October 22, 2016 to October 28, 2016 (both days
inclusive)

A member entitled to attend and vote in the meeting is authorized to appoint any other person a Proxy to attend, speak and
vote for him or her.

Any individual Beneficial Owner of CDC, entitled to vote at this meeting must bring his/her original NIC with him/her to
prove his/her identity, and in case of Proxy, a copy of shareholders attested NIC must be attached with the proxy form and
shall authenticate his/her identity by showing his/her original National Identity Card (NIC) or passport at the time of
attending the meeting. Representatives of corporate members should bring the usual documents required for such purpose.

In order to valid, an instrument of proxy and the power of Attorney or other authority (if any) under which it is signed, or a
notarially certified copy of such power or Authority, must be reached at the Registered Office of the Company not less than
48 hours before the time of the Meeting.

SECP has directed vide SRO No, 779(1)/2011 dated August 18, 2011 to issue dividend warrant only crossed as “A/c Payee
only” and should bear the Computerized National Identity Card (CNIC) of the registered members. Members who have not
yet submitted photocopy of their valid CNIC are requested to send the same to the Company Secretary at 270, Sector 9,
Industrial Area, Islamabad.

As directed by SECP vide Circular NO. 18 of 2012 dated June 5, 2012, we give the sharcholders the opportunity to
authorize the Company to directly credit in your bank account with cash dividend, if any, declared by the Company in
future, If you wish that the cash dividend if declarcd by the Company be directly, credited into your bank account, instead of
issuing a dividend warrants, please provide the following details to Company Secretary at registered office of the Company:

1 ] 2 ] 3 | 4 | e (| 7 I 8
Folio No. Name Title of Bank Account | Bank's Branch Cell Landline
Bank Numt Name Name & | Number of Number of
Account Address | Transferee | Transferee, if
any

The Government of Pakistan through Finance Act 2014 has made certain amendments in section 150 of the Income Tax
Ordinance, 2001 whereby different rates are il r ded of wi ing tax on the amount of divided paid by
the Companies. These tax rates are as: a, For filers of income tax returns 12,5% b . For non-filers of income tax returns
20%

Consent for Video Conference Facility

Pursuant to SECP Circular No. 10 of 2014 dated May 21, 2014, if Company receives consent Form from at least five
members or any member holding or more sh; ing residing at ical location to icij in the
meeting through video conference at Ieast 10 days prior to the date of meeting, the Company shall arrange video conference
facility in that city subject to availability of such facility in that city. To avail this facility please provide following
information and submit to Company Sccretary at registered office of the Company:

/We of being a member of Elahi Cotton Mills Limited, holding
ordinary shares as per Register Folio/CDC Account No, hereby opt for video conference facility at
Signature of Member(s)

STATEMENT AS REQUIRED BY SECTION 160(1)(B) OF THE COMPANIES ORDINANCE, 1984

Agenda Item No. 5:

To bring the Articles of the Company in consonance with the Companies Ordinance, 1984, and to give effect to the Companies (E-
voting) Regulations 2016, to provide Video Conference facility to the members in General Meetings the above alterations/

have been by the Board of Directors and shareholder’s approval is being sought.

The Directors have no interest, direct or indirect in the said special business.
(A comparative statement showing present and Pproposed alterations/amendments is placed on the Company’s website,)

WIII

—————
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CORPORATE GOVERNANCE

The Directors are pleased to report that:

a)

b)

d)

€)

q)

The Financial Statements prepared by the Management present its
state of affairs fairy, the results of its operations, cash flows and
changes in equity.

Proper Books of Accounts have been maintained.

Approprigle. Accouning Policies have been consisicrtly applied in
of financial estimates are
based on reasonable and pmden(]udgmem

International Financial Reporting Standards as applicable in Pakistan
have been followed in preparation of Financial Statements.

The system of Intemal Control is sound in design and has been

The management has devised a plan to enable the Company to
continue as a going concem.

There has been no material departure from the best practices of
Corporate Govemance as detalled in the listing regulations.

Significant deviation from last year in operating resuits of the
Company and reasons thereof has been explained.

The key operating and financial data for the last six years is annexed.

There are no outstanding statutory payments on account of taxes,
duties, levies and charges except as shown in notes to the accounts.

The Company is operating as un-funded Gratuity scheme which was
not invested and was retained for business of the Company.

Five meetings of the Board of Directors and six meefings of the Audit

Commitiee were held during the year. The atiendance of each
Director at the meetings is as under: -

Name of Director Board Audit
Lommiftee
Mr. Mahboob Elahi 3 6
Mr. Mahfooz Elahi 5 NA
Mr. Mahmood Elahi 5 A
Mr. Naveed Akhter 5 6
Mr. Farrukh Ahmed 5 6
Syed Muhammad Raunaq ud din 2 NA
Mr. Murtaza Wahab o NA




m)

n)

One meeting of Human Resource & Remuneration Committee was
held during the year which was attended by all Committee Members.

Five directors of the Company are exempt from director training
programme due to their qualification and relevant experience. One
board member has attended orientation course and got certification
from the University of Lahore.

The pattern of shareholding as required by the code along-with trading
of shares by directors, executives and their spouses has been
included in this annual report.

ACKNOWLEDGEMENT:

The Board of Directors is pleased to record word of thanks to its members. The Staff
— management remained pleasantly co-operative. | together with fellow Directors,
wish to acknowledge our gratitude to the staff members for performing their duties.

Islamabad,
September 29, 2016

I\
(MAHBOOB EL_/ﬁD/

~—Chairman
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Statement of Compliance with the Code of
Corporate Governance
ELAHI COTTON MILLS LIMITED
For the year ended June 30, 2016

This statement is being presented to comply with the Code of Corporate Governance
(CCG) contained in Regulation No. 5.19 of listing regulation of Pakistan Stock
Exchange 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 encourages representation of independent non-executive
directors and directors representing minority interests on its board of
directors. At present the board includes:

[ Category Names ]
Independent Director Murtaza Wahab 1
Executive Directors Mahfooz Elahi, Mahmood Elahi =1
Non-Executive Directors | Mahboob Elahi, Naveed Akhtar, Farrukh Ahmad,

S.M. Raunag-ud-Din

The Independent director meets the criteria of independence under clause 5.19.1(b) of
CCG.

2 The directors have confirmed that none of them is serving as a director of
more than seven listed companies, including this company.

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 No casual vacancy was occurred in the board during the current year.

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 the
particulars of significant policies along with the dates on which they were
approved or amended has been maintained.

4 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 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




10

11

12

13

14

15

18

19

20

21

before the meetings. The minutes of the meetings were appropriately
recorded and circulated.

Five directors of the Company are exempt from Directors Training Program
due to their qualification and relevant experience. One board member has
attained certification of Directors Training Program from the University of
Lahore.

There was no new appointment of CFO, Company Secretary and Head of
Internal Audit. The Head on Internal Audit is also working in a sister concern.
The Company is making arrangement to appoint a full time head of Internal
Audit.

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.

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

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.

The company has complied with all the corporate and financial reporting
requirements of the CCG.

The board has formed an Audit Committee of three members which
comprises of non-executive directors. However, the independent director has
also been appointed subsequently as a member of the committee.

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.

The board has formed an HR and Remuneration Committee of three
members which comprises of one executive and two non-executive directors
and the chairman of the committee is an Executive Director.

The board has set up an effective internal audit function that is qualified and
experienced for the purpose and is conversant with the policies and
procedures of the company.

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.

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.

The 'closed period', prior to the announcement of interim/final results, and
business decisions, which may materially affect the market price of




HTER

company's securities, was determined and intimated to directors, employees
and stock exchange(s).

22 Material/price sensitive information has been disseminated among all market
participants at once through stock exchange(s).

23 The company has complied with the requirements relating to maintenance of
register of persons having access to inside information by designated senior
management officer in a timely manner and maintained proper record
including basis for inclusion or exclusion of names of persons from the said
list.

24 We confirm that all other material principles enshrined in the CCG have been
complied.

\N\%D&V«/
(MAHFOOZ ELAHI)

CHIEF EXECUTIVE

Islamabad,
September 29, 2016
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Tel: 492 51260 4461-5 3¢d Floor,

Fax: 492 51 260 4468 Saved Plaza,

www.bdo.com.pk 22-East Blue Arca,
Istamabad-44000,
Pakistan.

REVIEW REPORT TO THE MEMBERS ON THE STATEMENT OF COMPLIANCE WITH THE CODE OF
CORPORATE GOVERNAN:

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 Elahi Cotton Mills
Limited for the year ended June 30, 2016 to comply with the requirements of Regulation No. 5.19
of Rule Book of Pakistan Stock Exchange Limited (formerly Karachi Stock Exchange in which Lahore
and Islamabad stock exchanges have merged), 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 the 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 Cs and upon
of the Audit Committee, place before the Board of Dtrecws for their review and approval its
related party between 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
the 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

of C does not 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, 2016.

We draw your attention to the following matters:

(i) Clause 10 of the Statement, which state that the Head of Internal Audit is also serving as
an accountant of a related party of the Company. This may arise conflict of intercst and
due to which independence of internal audit function cannot be ensured as required by the

Code.
S~
Pk
BDO Ebrahim & Co. Chartered Accountants et
i 0e 4
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(i1) Clause 15 of the Statement, which states that as per clause (xxiv) of the Code of Corporate
Governance (the Code) “The Board of Directors of every listed company shall establish an
Audit Committee, at least of three members comprising of non-executive directors and at
least one independent director. The Chairman of the Committee shall preferably be an
independent director, who shall not be the Chairman of the Board. The Board shall satisfy
itself such that at least one member of the Audit Committee has relevant financial
skills/expertise and experience. However, we noted that independent director has been
appointed on the Audit Committee subsequent to the balance sheet date, as required by

the Code.
ISLAMABAD
s %o
DATED:2 § SEP 2016 CHARTERED ACCOUNTANTS

Engagement Partner: Abdul Qadeer

Page - 2
BDO Ebrahim & Co. Chartered Accountants
BOO Ebratiom & Co.. & Pakistan registesed partnership flm, is & member of BDO International Limited, & UK company limited by guarantee,
and forms part of the Intermationat 800 network of i member fiems
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Tel: +92 51 260 4461-5 3rd Floor,
Fax: +92 51 260 4468 Saeed Plaza,
www.bdo.com.pk 22-East Blue Area,

L —— Islamabad-44000,
Pakistan.

AUDITORS’ REPORT TO THE MEMBERS

We have audited the annexed balance sheet of ELAHI COTTON MILLS LIMITED (the Company) as at
June 30, 2016 and the related profit and loss account, statement of comprehensive income, cash
flow statement and statement of changes in equity together with the 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 purposes 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 a 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 state that: -

(a) in our opinion, proper books of accounts have been kept by the Company as required by
the Companies Ordinance, 1984;

(b) in our opinion:-

(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) 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, statement of comprehensive income,
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, 2016 and of the loss, its comprehensive loss, its cash flows and changes in
equity for the year then ended; and

Page - 1
BDO Ebrahim & Co. Chartered Accountants

B0O Ebrahim & Co., a Pakistan reglstered partnership firm, fs a member of BDO International Limited, a UK company limited by guarantee,
and forms part of the international BDO network of independent member firms.
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required and respectively give a true and fair view of the state of the Company's affairs as
at June 30, 2016 and of the loss, its comprehensive loss, its cash flows and changes in
equity for the year then ended; and

(d) in our opinion, no Zakat was deductible at source under the Zakat and Ushr Ordinance,
1980(XVIIl of 1980).

Without qualifying our opinion, we draw attention to Note 1.2 in the financial statements which
indicates that the Company incurred a net loss of Rs. 4.026 million during the year ended June 30,
2016 and, as of that date, the Company's current liabilities exceeded its current assets by Rs.
67.448 million. The losses have the issued, subscribed and paid up capital
by Rs. 60.963 million as at June 30, 2016 and accumulated losses as of that date amounted to
Rs. 73.963 million. These conditions, along with other matters as set forth in Note 1.2, indicate
the existence of a material uncertainty which may cast doubt about the Company’s ability to
continue as a going concern.

i

ISLAMABAD CHARTERED ACCOUNTANTS
Engagement Partner: Abdul Qadeer

DATE: 2 9 SEP 2016 A

Page - 2
BDO Ebrahim & Co. Chartered Accountants

BOC Ebrahio & Co., & Pakistan regiiternd partrarship fir. is 3 member Umited, 2 oo
and forms part of the internationat DO netwark of independent member firms.




ELAHI COTTON MILLS LIMITED
BALANCE SHEET AS AT JUNE 30, 2016

ASSETS
NON-CURRENT ASSETS
Property, plant and equipment
Operating fixed assets
Long term security deposits
Loans and advances

CURRENT ASSETS
Stores, spares and loose tools
Stock in trade
Trade debts
Loans and advances
Short term prepayments
Tax refunds due from government
Taxation - net
Cash and bank balances

TOTAL ASSETS
EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES

Share capital
Accumulated loss

SURPLUS ON REVALUATION OF FIXED

ASSETS

NON-CURRENT LIABILITIES
Deferred liabilities
Due to associated undertaking
Long term loan from directors

CURRENT LIABILITIES
Taxation - net

Current portion of due to associated undertaking
Current portion of long term loan from directors

Short term loan from directors
Trade and other payables

CONTINGENCIES AND COMMITMENTS
TOTAL EQUITY AND LIABILITIES

Note

15

16
17
18

12
17
18
19
20

21

2016 2015
Rupees Rupees
94,371,045 97,401,104
918,810 918,810
1,204,508 1,077,761
96,494,363 99,397,675
1,273,609 1,557,205
10,395,545 8,105,365
7,513,609 6,116,877
672,988 855,816
167,311 159,677
26,329 431,600
3,775 -
5,118,329 4,789,569
25,171,495 22,016,109
121,665,858 121.413.784
13,000,000 13,000,000
(73.963.386) (71,943.701)
(60,963,386) (58,943,701)
73,949,814 75,765,405
16,060,434 15,780,001
16,060.434 15,780,001
- 565,009
9,916,077 12,416,077
67,882,547 69,057,547
4,350,000 -
10,470.372 6,773,446
92,618,996 88,812,079
121.665.858 121.413,784

The annexed notes from 1 to 41 form an integral part of these financial statements.

\%&l :
CHIEF EXECUTIVE

Vbl i1
DIRECTOR




ELAHI COTTON MILLS LIMITED
PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2016

Note
Sales - net 22
Cost of sales 23
Gross profit
Administrative expenses 24
Other operating charges 25
Operating (loss) / profit
Other income 26
Financial charges 27
(Loss) / profit before taxation
Taxation 28
Loss after taxation
Loss per share - basic and diluted 30

2016 2015
Rupees Rupees
283,618,449 288,805,082
279,076,694 282,287,879
4,541,755 6,517,203
4,758,895 4,348,989
2,074,458 965,868
6:833.353 5,314,857
(2,291,598) 1,202,346
87,637 312,314
8,230 103,350
(2:212,191) 1,411,310
(1,814,545) (1,537,344)
(4,026,736) (126,034)
(3.097) (0.097)

The annexed notes from 1 to 41 form an integral part of these financial statements.
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ELAHI COTTON MILLS LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2016

2016 2015
Rupees Rupees
Loss after taxation (4,026,736) (126,034)
Other comprehensive income
Item that will not be reclassified to profit and loss
Gain / (loss) on remeasurement of defined benefit liability 191,460 (70,496)
Total comprehensive loss for the year (3,835,276) (196,530)

Surplus arising on revaluation of assets has been reported in accordance with the requirements of the
Companies Ordinance, 1984 in a separate account below equity.

No deferred tax asset/liability has been recognized on gratuity as the Company is claiming it as tax
expense for the period.

The annexed notes from 1 to 41 form an integral part of these financial statements.
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ELAHI COTTON MILLS LIMITED
CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2016

CASH FLOWS FROM OPERATING ACTIVITIES
(Loss) / profit before taxation
Adjustment for non-cash charges and other items:
Depreciation
Financial charges
Provision for doubtful debts
Provision for gratuity

Profit before working capital changes
Changes in working capital:
Decrease / (increase) in current assets

Stores, spares and loose tools

Stock in trade

Trade debts

Loans and advances

Short term prepayments

Tax refunds due from government
Increase / (decrease) in current liabilities

Trade and other payables

Cash generated from operations
Financial charges paid
Income tax paid
Gratuity paid

Net cash generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Loans and advances
Purchase of property, plant and equipment

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of long term loan from directors
Repayment to associated undertaking
Loan obtained from directors (short/long)

Net cash generated from financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

The annexemtes from 1 to 41 form an integral part of these financial statements.
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CHIEF EXECUTIVE

2016 2015
Rupees Rupees
(2,212,191) 1,411,310
3,984,109 4,295,155
8,230 103,350
1,680,367 -
2,539,654 2,480,445
8,212,360 6,878,950
6,000,169 8,290,260
283,596 (890,606)
(2,290,180) 1,819,118
(3,077,099) (4,265,404)
182,828 846,616
(7,634) (16,490)
405,271 (404,067)
3,562,276 (1,701,103)
(940,942) (4,611,936)
5,059,227 3,678,324
(8,230) (103,350)
(3,270,420) (1,922,076)
(1,046,020) (1,080,450)
(4,324,670) (3,105,876)
734,557 572,448
(126,747) (228,003)
(954,050) (1,414,900)
(1,080,797) (1,642,903)
(1,175,000) -
(2,500,000) (2,500,000)
4,350,000 4,950,000
675,000 2,450,000
328,760 1,379,545
4,789,569 3,410,024
5,118,329 4,789,569
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ELAHI COTTON MILLS LIMITED
NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED JUNE 30, 2016

1

11

1.2

2.2

STATUS AND NATURE OF BUSINESS

The Company was incorporated as a public limited company on June 22, 1970 and is listed on
Pakistan Stock Exchange Limited (Formerly Karachi Stock Exchange Limited in which Lahore and
Islamabad stock exchanges have merged). The registered office of the Company is situated at 270,
sector 1-9, Industrial Area, Islamabad. The principal business of the Company is manufacture and sale
of yarn.

The Company incurred a net loss of Rs. 4.026 million (2015: Rs. 0.126 million) during the year
ended June 30, 2016 and, as of that date, the Company's current liabilities exceeded its current assets
by Rs. 67.448 million (2015: Rs. 66.796 million). The Company has accumulated loss of Rs. 73.963
million (2015: Rs. 71.944 million). The Company’s accumulated losses exceeded the issued,
subscribed and paid up capital by Rs. 60.963 million. These conditions indicate the existence of
material uncertainty which may cast doubt about the Company's ability to continue as going concern.

These financial statements have been prepared on going concern basis without any adjustment to
assets and liabilities based on the profitable future projections. The management is also confident of
improving profitability through streamlining the operations of the Company, which can be observed
from financial results of last couple of years.

BASIS OF PREPARATION
Statement of compliance

These financial statements have been prepared in accordance with approved accounting standards as
applicable in Pakistan. Approved accounting standards comprise of such International Financial
Reporting Standards (IFRS) issued by the International Accounting Standards Board as are notified
under the Companies Ordinance, 1984, provisions of and directives issued under the Companies
Ordinance, 1984. In case requirements differ, the provisions or directives of the Companies
Ordinance, 1984 shall prevail.

Basis of measurement

These financial statements have been prepared under the historical cost convention except for certain
fixed assets which have been stated at revalued amount and recognition of certain staff retirement
benefits at present value.

These financial statements have been prepared following accrual basis of accounting except for cash
flow information.

The preparation of these financial statements in conformity with approved accounting standards
requires the management to exercise its judgment in the process of applying the Company's
accounting policies and use of certain critical accounting estimates. The areas involving a higher
degree of judgment, critical accounting estimates and significant assumptions are disclosed in note
4.25.
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2.3

3.1

3.2

Functional and presentation currency

These financial statements are presented in Pak Rupees, which is the Company's functional and
presentation currency.

NEW STANDARDS, INTERPRETATIONS AND AMENDMENTS TO PUBLISHED
APPROVED ACCOUNTING STANDARDS

Standards or interpretations that are effective in current year but not relevant to the Company

The following new standards and interpretations have been issued by the International Accounting
Standards Board (IASB) which have been adopted locally by the Securities and Exchange
Commission of Pakistan vide SRO 633(1)/2014 dated July 10, 2014 with effect from following dates.
The Company has adopted these accounting standards and interpretations which do not have
significant impact on the Company's financial statements other than certain disclosure requirement
about fair value of financial instruments as per IFRS 13 "Fair Value Measurement".

Effective date
(annual periods
beginning on or

after)
IFRS 10  Consolidated Financial Statements January 1, 2015
IFRS 11  Joint Arrangements January 1, 2015
IFRS 12 Disclosure of Interests in Other Entities January 1, 2015
IFRS 13 Fair Value Measurement January 1, 2015
IAS 27 Separate Financial Statements (Revised 2011) January 1, 2015
IAS 28 Investments in Associates and Joint Ventures (Revised 2011) January 1, 2015

Amendments not yet effective

The following amendments and interpretations with respect to the approved accounting standards as
applicable in Pakistan would be effective from the dates mentioned below against the respective
standard or interpretation:

IFRS 2 Share-based Payment - Amendments to clarify the classification
and measurement of share-based payment transactions January 01, 2018

IFRS10  Consolidated Financial Statements - Amendments regarding the
sale or contribution of assets between an investor and its Deferred indefinitely
associate or joint venture

IFRS10  Consolidated Financial Statements - Amendments regarding
application of the consolidation exception January 01, 2016
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Effective date
(annual periods
beginning on or

after)

IFRS 11 Joint Arrangements - Amendments regarding the accounting for

acquisitions of an interest in a joint operation January 01, 2016
IFRS 12 Disclosure of Interests in Other Entities - Amendments regarding

the application of the consolidation exception January 01, 2016
IAS 1 Presentation of Financial Statements - Amendments resulting

from the disclosure initiative January 01, 2016
IAS 7 Statement of Cash Flows - Amendments resulting from the

disclosure initiative January 01, 2017
IAS 12 Income Taxes - Amendments regarding the recognition of

deferred tax assets for unrealised losses January 01, 2017
IAS 16 Property, Plant and Equipment - Amendments regarding the

clarification of acceptable methods of depreciation and

amortisation and amendments bringing bearer plants into the

scope of 1AS 16 January 01, 2016
IAS 27 Separate Financial Statements (as amended in 2011) -

Amendments reinstating the equity method as an accounting

option for investments in in subsidiaries, joint ventures and

associates in an entity's separate financial statements January 01, 2016

IAS 28 Investments in Associates and Joint Ventures - Amendments
regarding the sale or contribution of assets between an investor Deferred indefinitely
and its associate or joint venture

IAS 28 Investments in Associates and Joint Ventures - Amendments

regarding the application of the consolidation exception January 01, 2016
IAS 38 Intangible Assets - Amendments regarding the clarification of

acceptable methods of depreciation and amortisation January 01, 2016
IAS 41 Agriculture - Amendments bringing bearer plants into the scope

of IAS 16 January 01, 2016

The Annual Improvements to IFRSs that are effective for annual periods beginning on or after
January 01, 2016 are as follows:
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3.3

4.1

Annual Improvements to IFRSs (2012 —2014) Cycle:

IFRS 5 Non-current Assets Held for Sale and Discontinued Operations
IFRS 7 Financial Instruments: Disclosures

IAS 19 Employee Benefits

IAS 34 Interim Financial Reporting

Standards or interpretations not yet effective

The following new standards and interpretations have been issued by the International Accounting
Standards Board (IASB), which have not been adopted locally by the Securities and Exchange
Commission of Pakistan:

IFRS 1 Standards

IFRS 9 Financial Instruments

IFRS 14  Regulatory Deferral Accounts

IFRS 15 Revenue from Contracts with Customers
IFRS 16 Leases

The effects of IFRS 15 - Revenues from Contracts with Customers and IFRS 9 - Financial
Instruments are still being assessed, as these new standards may have a significant effect on the
Company’s future financial statements.

The Company expects that the adoption of the other amendments and interpretations of the standards
will not have any material impact and therefore will not affect the Company's financial statements in
the period of initial application.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the presentation of these financial statements are set out
below. These policies have been consistently applied to all the years presented, unless otherwise
stated.

Property, plant and equipment
Operating fixed assets

Operating fixed assets except for freehold land, building and plant and machinery are stated at cost
less accumulated depreciation or impairment, if any. Freehold land, building and plant and machinery
are stated at cost/revalued amount less accumulated depreciation or impairment, if any.

Depreciation is charged on the basis of written down value method whereby cost or revalued amount
of an asset is written off over its useful life without taking into account any residual value. Full
month's depreciation is charged on addition, while no depreciation is charged in the month of
disposal or deletion of assets.

Major renewals and repairs are capitalized and the assets so replaced are retired. Minor renewals or
replacement, maintenance and repairs are charged to income as and when incurred. Gains or losses
on disposal of property, plant and equipment are accounted for as profit or loss for the year.
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b)

4.2

4.3

4.4

Amount equivalent to incremental depreciation charged on revalued assets is transferred from surplus
on revaluation of building and plant and machinery net of deferred taxation to retained earnings
(inappropriate profit).

The assets' residual value and useful lives are reviewed, and adjusted if significant, at each balance
sheet date.

Disposal of assets is recognized when significant risks and reward incidental to the ownership have
been transferred to buyers. Gain and losses on disposal are determined by comparing the proceeds
with the carrying amount and are recognized in the profit and loss accounts.

Capital work-in-progress

Capital work-in-progress are stated at cost and consist of expenditure incurred, advances made and
other costs directly attributable to operating fixed assets in the course of their construction and
installation. Cost also includes applicable borrowing costs. Transfers are made to relevant operating
fixed assets category as and when assets are available for use intended by the management.

Impairment losses

The Company assesses at each balance sheet date whether there is any indication that assets other
than stores and spares and stock in trade and deferred tax assets may be impaired. If such an
indication exists, the recoverable amount of the assets is estimated in order to determine the extent of
impairment loss, if any. Where carrying values exceed the estimated recoverable amount, assets are
written down to the recoverable amounts and the resulting impairment loss is recognized as expense
in the profit and loss account, unless the asset is carried at revalued amount. Any impairment loss of a
revalued asset is treated as a revaluation decrease.

Stores, spares and loose tools

Stores and spares are stated at cost less provision for slow moving and obsolete items. Cost is
determined by using the moving average method. Items in transit are valued at cost comprising
invoice value plus other charges incurred thereon.

Spare parts of capital nature which can be used only in connection with an item of property, plant and
equipment are classified as tangible fixed assets under "Plant and machinery" category and are
depreciated over a time period not exceeding the useful life of the related assets.

Stock in trade

Stock in trade, except stock in transit, are valued at lower of cost and net realizable value. Cost is
determined as follows:

- Raw materials - at moving average method except stock in transit
- Work in process - at cost of material plus proportionate production overheads
- Finished goods - at cost of material as above plus proportionate production overheads
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4.5

4.6

4.7

4.8

4.9

4.10

Net realizable value represents estimated selling prices in the ordinary course of business less
expenses incidental to make the sale.

Stock in transit is valued at cost comprising invoice value plus other charges thereon.
Trade receivables

Trade receivables are recognized and carried at original invoiced amount which is fair value of the
consideration to be received in future. An estimated provision for doubtful debt is made when
collection of the full amount is no longer probable. Debts considered irrecoverable are written-
off.

Other receivables

Other receivables are recognized at nominal amount which is fair value of the consideration to be
received in future.

Investments

Investments are classified as financial assets at fair value through profit or loss. This category has two
sub-categories: financial assets held for trading and those designated at fair value through profit and
loss at inception. A financial asset is classified in this category if acquired principally for the purpose
of selling in the short term if so designated by management.

Purchase and sales are recognized on trade-date i.e. the date on which the Company commits to
purchase or sell the asset.

Financial asset at fair value through profit or loss are initially recognized at fair value and
subsequently re-measured at fair value at each balance sheet date. Gains and losses arising from
changes in the fair value are included in the profit and loss account in which they arise.

Investments are treated as current assets where the intention is to hold for less than twelve months
from the balance sheet date. Otherwise investments are treated as long term assets.

Cash and bank balances
Cash in hand and at banks are carried at nominal amounts.
Share capital

Share capital is classified as equity and recognized at the face value. Incremental costs directly
attributable to the issue of new shares are shown as a deduction in equity.

Staff retirement benefits

The Company operates an unfunded gratuity scheme for all its permanent employees who attain the
minimum qualification period for entitlement to gratuity. Contributions are made based on actuarial
recommendations and in line with the provisions of the Income Tax Ordinance, 2001. The most
recent actuarial valuation is carried out at June 30, 2016 using the projected unit credit method (refer
note 16). Actuarial gains and losses are recognized as income or expense in the other comprehensive
income. The Company recognises expense in accordance with IAS 19 "Employee Benefits".
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4.11

4.12

Taxation

Income tax expense comprises current and deferred tax. Income tax expense is recognized in profit or
loss except to the extent that it relates to items recognized directly in equity, in which case it is
recognized in equity.

Current

Provision for current taxation is based on taxable income on current rates of taxation after taking into
account the rebates and tax credits available, if any, or one percent of turnover, whichever is higher in
accordance with the provisions of the Income Tax Ordinance, 2001.

The Company recognizes tax liabilities for pending tax assessments using estimates based on expert
opinion obtained from tax/legal advisors. Differences, if any, between the income tax provision and
the tax liability finally determined is recorded when such liability is so determined.

Deferred

Deferred tax is computed using the balance sheet liability method providing for temporary
differences between the carrying amounts of assets and liabilities for financial reporting purposes and
the amounts used for taxation purposes.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period
when the liability is settled based on tax rates that have been enacted or substantively enacted at the
balance sheet date.

A deferred tax asset is recognized only to the extent that it is probable that future taxable profit will
be available and the credits can be utilized.

Further, the Company has recognized the deferred tax liability on surplus on revaluation of fixed
assets which has been adjusted against the related surplus.

Prior years

The taxation charge for prior years represents adjustments to the tax charge relating to prior years,
arising from assessments and changes in estimates made during the current year, except otherwise
stated.

Borrowing

Loans and borrowings are recorded at the proceeds received. Mark up, interest and other borrowing
costs are charged to income in the period in which they are incurred.

Borrowing cost on long term finances which are specifically obtained for the acquisition of
qualifying assets (plant and machinery) are capitalized up to the date of commencement of
commercial production on the respective assets. All other borrowing costs are charged to profit and
loss account in the period in which these are incurred.
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4.13

4.14

4.15

4.16

4.17

4.18

Trade and other payables

Liabilities for trade and other amounts payable are carried at cost which is the fair value of the
consideration to be paid in the future for the goods and services received, whether or not billed to the
Company.

Provisions

A provision is recognized in the balance sheet when the Company has a legal or constructive
obligation as a result of a past event, it is probable that an outflow of resources embodying economic
benefits will be required to settle the obligation and a reliable estimate can be made of the amount of
obligation. Provisions are determined by discounting future cash flows at appropriate discount rate
where ever required. Provisions are reviewed at each balance sheet date and adjusted to reflect
current best estimate.

Revenue recognition

Revenue comprises of the fair value of the consideration received or receivable from the sale of
goods and services in the ordinary course of the Company's activities. Revenue from sale of goods is
shown net of sales tax.

Revenue is recognized when it is probable that the economic benefits associated with the transactions
will flow to the Company and the amount of revenue can be measured reliably. The revenue arising
from different activities of the Company is recognized on the following basis:

Local sales are recorded on dispatch of goods to customers.
Scrap sales are recognized when delivery is made to customers.
Interest income is recognized as revenue on time proportion basis.

Earnings per share

The Company presents earnings per share (EPS) data for its ordinary shares. Basic EPS is calculated
by dividing the profit or loss attributable to ordinary shareholders of the Company by weighted
average number of ordinary shares outstanding during the year. Diluted EPS is determined by
adjusting the profit or loss attributable to ordinary shareholders and the weighted average number of
ordinary shares outstanding for the effects of all dilutive potential ordinary shares.

Cash and cash equivalents

For the purpose of cash flow statement, cash and cash equivalent comprise cash in hand, cash at bank
and short term investments with maturity of not later than three months at known amount in rupees.

Related party transactions

Transactions involving related parties arising in the normal course of business are conducted at arm's
length at normal commercial rates on the same terms and conditions as third party transactions using
valuation modes as admissible.
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4.19

4.20

Dividend and apportioning to reserves

Dividend and appropriation to reserves are recognized in the financial statements in the period in
which these are approved.

Financial instruments

Financial assets

The Company classifies its financial assets in the following categories: at fair value through profit or
loss, loans and receivables, held to maturity and available for sale. The classification depends on the
purpose for which the financial assets were acquired. Management determines the classification of its
financial assets at initial recognition. All the financial assets of the Company as at balance sheet date
are carried as loans and receivables.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. These are included in current assets, except for maturities greater
than 12 months after the balance sheet, which are classified as non-current assets. The Company's
loans and receivables comprise 'trade debts', 'loans and advances, deposits', 'other receivables' and
‘cash and cash equivalents' in the balance sheet.

Impairment

At the end of each reporting period the Company assesses whether there is an objective evidence that
a financial asset or group of financial assets is impaired. A financial asset or a group of financial
assets is impaired and impairment losses are incurred only if there is objective evidence of
impairment as a result of one or more events that occurred after the initial recognition of the asset (a
"loss event™) and that loss event (or events) has an impact on the estimated future cash flows of the
financial asset or group of financial assets that can be reliably estimated.

If in a subsequent period, the amount of the impairment loss decreases and the decrease can be
related objectively to an event occurring after the impairment was recognized, the previously
recognized impairment loss will be reversed either directly or by adjusting provision account.

Financial liabilities

All financial liabilities are recognized at the time when the Company becomes a party to the
contractual provisions of the instrument.

Recognition and measurement

All financial assets and liabilities are initially measured at cost, which is the fair value of the
consideration given and received respectively. These financial assets and liabilities are subsequently
measured at fair value, amortized cost or cost, as the case may be. The particular measurement
methods adopted are disclosed in the individual policy statements associated with each item.
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4.21

4.22

4.23

4.24

4.25

Derecognition

The financial assets are de-recognized when the Company loses control of the contractual right that
comprise the financial assets. The financial liabilities are de-recognized when they are extinguished
i.e. when the obligation specified in the contract is discharged, cancelled or expired.

Offsetting of financial assets and financial liabilities

A financial asset and a financial liability is offset and the net amount is reported in the balance sheet
if the Company has a legally enforceable right to set-off the recognized amounts and intends either to
settle on a net basis or to realize the assets and settle the liability simultaneously.

Foreign currency translation

Transactions in foreign currencies are converted into Pak Rupees at the rates of exchange prevailing
on the dates of transactions. Monetary assets and liabilities in foreign currencies are translated into
Pak Rupees at the rates of exchange prevailing at the balance sheet date. Exchange gains and losses
are included in the profit and loss account.

Contingencies

A contingent liability is disclosed when the Company has a possible obligation as a result of past
events, existence of which will be confirmed only by the occurrence or non-occurrence of one or
more uncertain future events not wholly within the control of the Company; or the Company has a
present legal or constructive obligation that arises from past events, but it is not probable that an
outflow of resources embodying economic benefits will be required to settle the obligation, or the
amount of the obligation cannot be measured with sufficient reliability.

Segment reporting

An operating segment is a component of the Company that engages in business activities from which
it may earn revenues and incur expenses including revenues and expenses that relate to transactions
with any of the Company’s other components. The Company has only one reportable segment.

Significant accounting judgments and critical accounting estimates / assumptions

- exercise its judgment in process of applying the Company’s accounting policies, and
- use of certain critical accounting estimates and assumptions concerning the future.

Judgments and assumptions have been required by the management in applying the Company's
accounting policies in many areas. Actual results may differ from estimates calculated using these
judgments and assumptions.

The areas involving critical accounting estimates and significant assumptions concerning the future
are discussed below:-
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a)

b)

d)

f)

Provision for inventory obsolescence and doubtful receivables

The Company reviews the carrying amounts of stores, spares and loose tools and stock in trade on
regular basis and provision is made for obsolescence if there is any change in usage pattern and
physical form of related stores, spares and loose tools and stock in trade. Further the carrying amount
of trade and other receivables are assessed on regular basis and if there is any doubt about the
reliability of these receivables, appropriate amount of provision is made.

Income taxes

The Company takes into account the current income tax law and decisions taken by appellate
authorities. Instances where the Company's view differs from the view taken by the income tax
department at the assessment stage and where the Company considers that its view on items of
material nature is in accordance with law, the amounts are shown as contingent liabilities.

Property, plant and equipment

The estimates for revalued amounts, if any, of different classes of property, plant and equipment, are
based on valuation performed by external professional valuers and recommendation of technical
teams of the Company. The said recommendations also include estimates with respect to residual
values and useful lives. Further, the Company reviews the value of the assets for possible impairment
on an annual basis. Any change in these estimates in future years might affect the carrying amounts
of the respective items of property, plant and equipment with corresponding effect on the
depreciation charge and impairment loss.

Stores and spares

Management has made estimates for realizable amount of slow moving and obsolete stores and spares
items to determine provision for slow moving and obsolete items. Any future change in the estimated
realizable amounts might affect carrying amount of stores and spares with corresponding effect on
amounts recognized in profit and loss account as provision / reversal.

Defined benefits plan

The management has exercised judgment in applying Company’s accounting policies for
classification of Post Employment Benefits as Defined Benefits Plan (refer note 4.10) that have the
most significant effects on the amount recognized in the financial statements.

Provision for doubtful receivables

The carrying amount of trade and other receivables are assessed on regular basis and if there is any
doubt about the realisability of these receivables, appropriate amount of provision is made.
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51

OPERATING FIXED ASSETS

The following is the statement of operating fixed assets:

Free hold Buildings l_:urmture Power and Factory
Description land Plant_ and fixtu re and Computer other eqU|p_mer_1t_ and Motor vehicles Total
Residential Factory machinery offlce equipment installations . scientific
equipment instruments
Rupees
Year ended June 30, 2016
Net carrying value basis
Opening book value 56,700,000 3,807,030 9,166,545 26,615,079 112,346 303 221,155 97,144 681,502 97,401,104
Additions - - - 923,050 - - 31,000 - - 954,050
Depreciation charge - (190,352)  (916,655) (2,696,862) (11,235) (100) (22,891) (9,714) (136,300) (3,984,109)
Closing net book value 56,700,000 3,616,678 8,249,890 24,841,267 101,111 203 229,264 87,430 545,202 94,371,045
Gross carrying value basis
Cost/revalue 56,700,000 5,645,385 23,324,387 82,223,269 1,041,252 5,000 2,260,443 2,001,887 2,400,520 175,602,143
Accumulated depreciation - 2,028,707 15,074,497 57,382,002 940,141 4,797 2,031,179 1,914,457 1,855,318 81,231,098
Net book value 56,700,000 3,616,678 8,249,890 24,841,267 101,111 203 229,264 87,430 545,202 94,371,045
Year ended June 30, 2015
Net carrying value basis
Opening book value 56,700,000 4,007,400 10,185,050 28,121,000 88,532 452 219,109 107,938 851,878 100,281,359
Additions - - - 1,354,000 35,000 - 25,900 - - 1,414,900
Depreciation charge - (200,370) (1,018,505) (2,859,921) (11,186) (149) (23,854) (10,794) (170,376) (4,295,155)
Closing net book value 56,700,000 3,807,030 9,166,545 26,615,079 112,346 303 221,155 97,144 681,502 97,401,104
Gross carrying value basis
Cost/revalue 56,700,000 5,645,385 23,324,387 81,300,219 1,041,252 5,000 2,229,443 2,001,887 2,400,520 174,648,093
Accumulated depreciation - 1,838,355 14,157,842 54,685,140 928,906 4,697 2,008,288 1,904,743 1,719,018 77,246,989
Net book value 56,700,000 3,807,030 9,166,545 26,615,079 112,346 303 221,155 97,144 681,502 97,401,104
Annual rate of depreciation (%) - 5% 10% 10% 10% 33% 10% 10% 20%
2016 2015
Note Rupees Rupees
Depreciation has been allocated as follows:
Cost of sales 23 3,646,122 3,913,074
Administrative expenses 24 337,987 382,081
3,984,109 4,295,155
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6

6.1

7.1

8.1

0 2015
Note Rupees Rupees
LOANS AND ADVANCES
Unsecured
Considered good
Opening balance 1,248,761 1,059,927
Loan given to employees during the year 346,997 381,084
Payment received during the year (224,750) (192,250)
1,371,008 1,248,761
Less: Current portion shown under current
assets 10 (166,500) (171,000)
1,204,508 1,077,761

These represent interest free loans and advances to employees. The Chief Executive Officer
and Directors have not taken any loans and advances from the Company.

0 2015
Rupees Rupees

STORES, SPARES AND LOOSE TOOLS
Stores 1,178,536 1,298,833
Spares 44,352 127,444
Loose tools - 35,350
Fair price shop 50,721 95,578
1,273,609 1,557,205

Stores and spares also include items which may result in capital expenditure but are not
distinguishable at the time of purchase. However, the stores and spares consumption resulting
in capital expenditure are capitalized in cost of respective assets.

0 2015
Note Rupees Rupees

STOCK IN TRADE
Raw material 2,309,909 3,485,972
Work in process 2,047,107 2,386,497
Finished goods 8.1 6,032,097 2,220,440
Waste 6,432 12,456
10,395,545 8,105,365

This includes net off amount of Rs. 0.105 million (2015 : Rs. 0.019 million) charged against
NRV to carry out finished goods at fair value less cost to sell. During the year, write down in
the carrying value of finished goods in hand amounting to Rs. 2.163 million (2015: Rs.0.504
million) has been recorded on account of net realisable value being lower than cost.
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9.1

10

11

12

13

TRADE DEBTS

Unsecured
Local
Considered good
Considered doubtful

Less: Provision for doubtful debts

Movement in provision for doubtful debts is
as follows:

Opening balance
Charge for the year
Closing balance

ADVANCES

Unsecured-considered good
Advances to employees
Advances to suppliers

TAX REFUNDS DUE FROM GOVERNMENT

Income tax

TAXATION - NET

Balance at beginning of the year
Transferred to tax refunds due from government

Provision for the year

Less: Payment/adjustment
Closing balance receivable / (payable)

CASH AND BANK BALANCES

Cash in hand

Cash at banks:
Current accounts
Saving account
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Note

9.1

25

28

13.1

0 2015
Rupees Rupees
7,513,609 6,116,877
1,680,367 -
9,193,976 6,116,877
(1,680,367) -
7,513,609 6,116,877
1,680,367 -
1,680,367 -
166,500 171,000
506,488 684,816
672,988 855,816
26,329 431,600
(565,009) 162,029
- (162,029)
(565,009) -
(2,837,036) (2,891,152)
(3,402,045) (2,891,152)
3,405,820 2,326,143
3,775 (565,009)
443,132 109,068
2,446,632 2,866,751
2,228,565 1,813,750
5,118,329 4,789,569




131

14

141

14.2

15

151

Saving account carries mark up at the rates ranging from 0.03% to 0.05% (2015: 0.02% to
0.06%) per annum.

SHARE CAPITAL

Authorized share capital:

This represents 5,000,000 (2015 : 5,000,000) ordinary shares of Rs. 10 each amounting to Rs.
50,000,000 (2015 : Rs. 50,000,000).

Issued, subscribed and paid up capital:

Number of ordinary
shares of Rs. 10/- each

1,300,000

2016 2015

Fully paid
1,300,000 in cash

SURPLUS ON REVALUATION OF
OPERATING FIXED ASSETS

Balance brought forward

Less:

Less:

Less:

Transferred to equity in respect of
incremental depreciation charged during
the year - (net of deferred tax)

Related deferred tax liability during the
year transferred to profit and loss account

Related deferred tax effect:

Balance as at July 01

Effect of change in rate

Incremental depreciation charged during
the year transferred to profit and loss
account

2016 2015
Rupees Rupees
13,000,000 13,000,000
84,065,891 86,937,708

1,815,591 1,924,117

778,110 947,700

2,593,701 2,871,817
81,472,190 84,065,891

8,300,486 10,078,234

- (830,048)
(778,110) (947,700)

7,522,376 8,300,486

73,949,814 75,765,405

The Company has revalued its freehold land, buildings and plant and machinery on June 30,
2014 by independent valuer M/s Asrem (Private) Limited on the basis of market value. At the
above date, the revaluation resulted in a surplus of Rs. 43,795,541. Previously freehold land,
buildings and plant and machinery was revalued on June 07, 2010 by the same valuer. At that
date, the revaluation resulted in a surplus of Rs. 22,258,957 of these assets. Prior to that
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freehold land and building was revalued on June 30, 1996 by M/s Zia Consultants, independent
firm of industrial valuation consultants. The revaluation was based on prevailing market price
for free hold land and replacement value for building. At that date, the revaluation resulted in a
surplus of Rs. 33,215,659 of these assets.




15.2

15.3

16

16.1

Under the requirements of the Companies Ordinance, 1984, the Company cannot use the
surplus except for setting off the losses arising out of the disposal of the revalued assets, losses
arising out of the subsequent revaluation of assets and to set-off any incremental depreciation
arising as a result of revaluation.

Had there been no revaluation, the net book value of the specific classes of operating assets
would have been as follows:

2016 2015
Note Rupees Rupees

Freehold land 302,395 302,395
Buildings on freehold land 1,221,038 1,285,303
Plant and machinery 6,590,596 7,322,884
DEFERRED LIABILITIES

Staff retirement benefits - gratuity 16.1 7,118,595 5,951,071
Deferred taxation 16.2 8,941,839 9,828,930

16,060,434 15,780,001

Staff retirement benefits - gratuity
General description

The scheme provides for terminal benefits for all its permanent employees who attain the
minimum qualifying period at varying percentages of last drawn gross salary. The percentage
depends on the number of service years with the Company. Annual charge is based on actuarial
valuation carried out as at June 30, 2016 using the Projected Unit Credit Method.

The Company faces the following risks on account of gratuity:

Final salary risk - The risk that the final salary at the time of cessation of service is greater than
what the Company has assumed. Since the benefit is calculated on the final salary, the benefit
amount would also increase proportionately.

Asset volatility - Presently the Company is not exposed to asset volatility risk.

Discount rate fluctuation - The plan liabilities are calculated using a discount rate set with
reference to corporate bond yields. A decrease in corporate bond yields will increase plan
liabilities, although this will be partially offset by an increase in the value of the current plans’

bond holdings.

Investment risks - The risk of the investment underperforming and not being sufficient to meet
the liabilities. This risk is mitigated by closely monitoring the performance of investment.

Risk of insufficiency of assets - This is managed by making regular contribution to the Fund as
advised by the actuary.
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Principal actuarial assumptions

Following are a few important actuarial assumptions used in the valuation:

Discount rate (%)

Expected rate of return on plan assets (%)
Expected rate of increase in salary (%)
Maturity profile

16.1.1 Reconciliation of balance due to defined benefit plan

Present value of defined benefit obligation
Fair value of plan assets
Closing net liability

16.1.2 Movement of the liability recognized in the

balance sheet

Opening net liability

Charge for the year

Remeasurement chargeable to other
comprehensive income

Transferred to current liabilities

Benefits paid during the year

Closing net liability

16.1.3 Movement in present value of defined

benefit obligations

Opening present value of defined benefit obligations
Current service cost for the year

Interest cost for the year

Transferred to current liabilities

Benefits paid during the year

Remeasurement (gain) / loss on obligation

Closing present value of defined benefit obligations

16.1.4 Charge for the year

Current service cost
Interest cost
Charge for the year
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2016

7.25

6.25

2015

8

SLIC(2001-05)

2016 2015
Rupees Rupees
7,118,595 5,951,071
7,118,595 5,951,071
5,951,071 4,480,580
2,539,654 2,480,445
(191,460) 70,496
(134,650) -
(1,046,020) (1,080,450)
7,118,595 5,951,071
5,951,071 4,480,580
2,051,129 2,007,602
488,525 472,843
(134,650) -
(1,046,020) (1,080,450)
(191,460) 70,496
7,118,595 5,951,071
2,051,129 2,007,602
488,525 472,843
2,539,654 2,480,445




16.1.5

16.1.6

16.1.7

16.1.8

16.2

16.3

2016 2015

Rupees Rupees
Remeasurement chargeable to other
comprehensive income
Remeasurement (gain) / loss on obligation (191,460) 70,496

This is third year of the Company as actuarial valuation therefore no comparison for five years
has been presented. Further, the Company has no plan assets, therefore fair value and
movement in the fair value of plan assets has not been presented.

Sensitivity analysis

The calculation of the defined benefit obligations sensitive to the assumption set out above. The
following table summaries how the impact on the defined benefit obligation at the end of the
reporting period would have increased / (decreased) as a result of a change in the respective
assumptions by one percent.

Increase in Decrease in
Assumption Assumption
Rupees Rupees
Discount rate 442,625 525,555
Salary increase 525,555 450,343

The charge in respect of defined benefit plan for the year ending June 30, 2017 is estimated to
be Rs. 2.557 million.

Deferred taxation

Deferred tax liabilities / (assets) arising due to taxable temporary timing differences are as
follows:

2016 2015
Rupees Rupees
Accelerated tax depreciation 1,419,463 1,528,444
Surplus on revaluation of fixed assets 7,522,376 8,300,486
8,941,839 9,828,930
Tax rate used 30% 30%

Deferred tax asset of Rs. 865,667 (2015: Rs. 984,560) on brought forward losses has not been
recognised in the current financial statements, as in the opinion of the management there is no
certainty regarding realisability of the amount. No deferred tax assets has been recognized on
gratuity as the Company is claiming it as tax expense.
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16.4

17

171

18

In view of judgment of Sindh High Court vide ITRA No. 132 of 2011 dated May 07, 2013, the
benefit of section 113 (2) (c) is no more available to the taxpayer. Accordingly minimum tax paid
in previous years due to losses cannot be adjusted from the tax liability of subsequent years.
Therefore deferred tax assets on turnover tax amounting to Rs. 2.891 million has been not been
disclosed during the year.

2016 2015
Note Rupees Rupees
Unsecured
International Beverages (Private) Limited
Opening balance 12,416,077 14,916,077
Paid during the year (2,500,000) (2,500,000)
9,916,077 12,416,077
Less: Current portion shown under current liabilities (9,916,077) (12,416,077)
17.1 - -

This represents the amount payable to International Beverages (Private) Limited (IBL) against
MCB Bank Limited long term facility restructured during the year ended June 30, 2008, as per
settlement agreement dated May 29, 2008 signed between the Company, IBL and MCB Bank
Limited. As per above agreement this facility now stands transferred in the name of IBL.

As per agreement the settled amount is Rs. 17.866 million which includes Rs. 16.668 million as
principal and Rs. 1.198 million as markup payable at 6% by the Company.

The amount due was repayable to IBL on July 1, 2014. However, during the last year all amounts
have been shown under the current liabilities, as these are now payable on demand.

The maximum aggregate amount due to associated undertaking at the end of any month during the
year was Rs. 12,416,077 (2015: Rs. 12,416,077).

2016 2015
Note Rupees Rupees
LONG TERM LOAN FROM DIRECTORS
Balance brought forward 18.1 69,057,547 64,107,547
Additions during the year - 4,950,000
Payments during the year (1,175,000) -
67,882,547 69,057,547
Less: Current portion shown under current liabilities (67,882,547) (69,057,547)
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18.1

18.2

19

19.1

20

20.1

20.2

This represents unsecured interest free loan from two directors and Chief Executive of the
Company. The loan was payable on July 1, 2014. During the last year all amounts have been shown
under current liabilities as these are payable on demand.

The maximum aggregate amount due to directors at the end of any month during the year was Rs.
69,057,547 (2015: Rs. 69,057,547).

2016 2015
Note Rupees Rupees
SHORT TERM LOAN FROM DIRECTORS
From Directors 191 4,350,000 -

This represents unsecured interest free loan from two directors and Chief Executive of the
Company to meet the working capital requirements. These are payable on demand.

2016 2015
Note Rupees Rupees
TRADE AND OTHER PAYABLES
Creditors 1,545,926 194,631
Accrued expenses 5,537,221 4,214,798
Advances from customers 2,355,769 1,500,743
Government dues 373,038 280,118
Unclaimed dividend 248,165 248,165
Income tax payable 61,503 55,680
Workers' profit participation fund 20.1 - 74,280
Sales tax due to government 126,043 129,642
Sales tax payable 88,057 75,389
Gratuity payable 134,650 -
10,470,372 6,773,446
Workers' profit participation fund
Balance brought forward 74,280 1,077,861
Paid during the year (74,280) (1,077,861)
For the year - 74,280
Add: Interest for the year @ 12.5% (2015: 12.5%) - -
- 74,280

The Company retains the allocation to this fund for its business operations till the amounts are paid
to the employees.
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21

21.1

b)

21.2

22

23

CONTINGENCIES AND COMMITMENTS
CONTINGENCIES

Through the Finance Act, 2008 an amendment was made in section 2(f) of the Workers' Welfare
Fund Ordinance, 1971 (the WWF Ordinance) whereby the definition of 'Industrial Establishment'
has been made applicable to any establishment to which West Pakistan Shops and Establishment
Ordinance, 1969 applies. As a result of this amendment, the Company was considered to be subject
to the provisions of the WWF Ordinance.

The Lahore High Court has struck down the aforementioned amendments to the WWF Ordinance.
However, a three member larger bench of Sindh High Court has held that such amendments were
validly made. Subsequent to this judgment, various petitions have been filed before Sindh High
Court challenging the vires of such amendments and stay has been granted by a Division Bench of
Sindh High Court.

Besides this, the judgment of three member larger bench of Sindh High Court has also been
challenged before Supreme Court of Pakistan. Therefore, the management of the Company is of the
opinion that no provision is to be made till the outcome of these petitions. Had this provision been

made since July 01, 2010 it would amounting to Rs. 236,401.

There was no other contingent liability of the Company as at the balance sheet date (2015: Nil).

COMMITMENTS

There were no commitments for capital expenditures as at the balance sheet date (2015: Nil).

2016 2015
Note Rupees Rupees
SALES
Yarn 291,825,826 294,891,349
Waste 301,175 331,681
292,127,001 295,223,030
Less sales tax (8,508,552) (6,417,948)
283,618,449 288,805,082
COST OF SALES
Raw material consumed 23.1 | 185,939,894 191,984,956
Store and spares consumed 23.2 9,666,686 12,297,933
Salaries, wages and other benefits 23.3 46,896,240 40,432,847
Power charges 35,831,792 32,640,078
Insurance 255,963 235,276
Repairs and maintenance 306,240 187,100
Depreciation 5.1 3,646,122 3,913,074
282,542,937 281,691,264
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23.1

23.2

23.3

24

Work in process
Opening
Closing

Cost of goods manufactured
Finished goods

Opening

Closing

Waste
Opening
Closing

Raw material consumed

Opening stock

Add: Purchases

Cost of raw materials available for use
Less: Closing stock

Stores and loose tools consumed

Opening stock
Add: Purchases

Less: Closing stock

Note

2016 2015
Rupees Rupees
2,386,497 2,823,287
(2,047,107) (2,386,497)
339,390 436,790
282,882,327 282,128,054
2,220,440 2,380,561
(6,032,097) (2,220,440)
(3,811,657) 160,121
12,456 12,160
(6,432) (12,456)
6,024 (296)
279,076,694 282,287,879
3,485,972 4,708,475
184,763,831 190,762,453
188,249,803 195,470,928
(2,309,909) (3,485,972)
185,939,894 191,984,956
1,461,627 574,860
9,427,947 13,184,700
10,889,574 13,759,560
(1,222,888) (1,461,627)
9,666,686 12,297,933

Salaries, wages and other benefits includes an amount of Rs. 1,977,233 (2015: Rs. 1,891,911) in

respect of staff retirement benefits.

ADMINISTRATIVE EXPENSES

Directors' remuneration

Salaries and other benefits
Telephone expenses

Motor running expenses

Printing, stationery and periodicals

Note

29
24.1
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2016
Rupees

278,400
2,520,510
64,913
382,911
55,802

2015
Rupees

278,400
2,234,851
52,264
470,456
55,570




Rent
Rent rates and taxes
Advertisement

Traveling and conveyance
Repair and maintenance

Entertainment

Subscription and membership fee

Depreciation
Donation
Other expenses

Note

5.1
24.2

2016 2015

Rupees Rupees
240,000 240,000
11,129 9,900
25,000 19,200
62,220 64,860

11,320 -
77,579 82,123
609,177 105,725
337,987 382,081
- 250,000
81,947 103,559
4,758,895 4,348,989

24.1  Salaries and other benefits include Rs. 562,421 (2015: Rs. 588,534) in respect of staff retirement
benefits.

24.2  Donations were not made to any donee in which any director of the Company or his spouse had any
interest at any time during the year.

2016 2015
Note Rupees Rupees
25 OTHER OPERATING CHARGES
Commission on selling of yarn - 530,150
Legal and professional expenses 144,091 111,438
Auditor's remuneration 250,000 250,000
Provision for doubtful debts 9.1 1,680,367 -
Workers' profit participation fund 20 - 74,280
2,074,458 965,868
26 OTHER INCOME
Income from non-financial assets
Scrap sales 85,169 310,101
Other income 2,468 2,213
87,637 312,314
27 FINANCIAL CHARGES
Mark-up/interest on:
Workers' profit participation fund 20.1 - 92,545
Bank commission and charges 8,230 10,805
8,230 103,350
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28

28.1

28.2

28.3

28.4

2016 2015

Note Rupees Rupees
TAXATION
Provision for taxation
Current 2,837,036 2,891,152
Prior 28.4 (135,400) (242,038)
Deferred (887,091) (1,111,770)
1,814,545 1,537,344

Numerical reconciliation between applicable tax rate and average effective tax rate has not been
prepared as the Company was subject to minimum tax in the current year and prior year.

The applicable income tax rate was reduced from 33% to 32% for the year on account of the
changes made to Income Tax Ordinance 2001 through Finance Act, 2016.

The applicable income tax rate for subsequent years beyond Tax year 2017 was reduced to 30% on
account of changes made to Income Tax Ordinance 2001 through Finance Act 2015. Therefore,
deferred tax is computed at the rate of 30% applicable to the period when temporary differences are
expected to be reversed/utilised.

This represents tax credit under section 65 of the Income Tax Ordinance, 2001, on plant and
machinery claimed during the year.
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29

b)

d)

REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES

The aggregate amount charged in the financial statements for remuneration, including all benefits to Chief Executive, Directors and Executives

of the Company is as follows:

2016 2015
Excé::ﬁ]icve Directors | Executives Total Exi?tiﬁ[]icve Directors | Executives Total
(Rupees)

Managerial remuneration 278,400 - 909,000 1,187,400 278,400 - 845,000 1,123,400
Bonus - - - - - - - -
Staff retirement benefits - - 76,000 76,000 - - 75,000 75,000
Medical - - - - - - - -
Utilities - - - - - - - -
Others - - - - - - - -
Total 278,400 - 985,000 1,263,400 278,400 - 920,000 1,198,400
Number of persons 1 6 1 8 1 6 1 8

The executive is also provided with car for business and personal use in accordance with the Company car scheme.

The aggregate amount charged in the financial statements for remuneration, including all benefits to Executive directors and Non executive

directors of the Company is as follows:

2016 2015
Executive Non Executive Total Executive Non Executive Total
Directors Directors Directors Directors
(Rupees)
Managerial remuneration 278,400 - 278,400 278,400 - 278,400
Number of persons 2 5 7 2 5 7

No remuneration / benefits were paid to the one Executive directors during the current year and preceding financial years.
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30

31

31.1

31.2

31.3

There is no dilutive effect on the basic earnings per share of the Company, which is based on:

2016
Rupees

(4,026,736)

2015
Rupees

(126,034)

Number of shares

Weighted average number of ordinary shares at the

end of the year

1,300,000 1,300,000
Rupees
(3.097) (0.097)

TRANSACTIONS WITH RELATED PARTIES

The related parties and associated undertakings of the Company comprise of associated
companies, directors and key management personnel. Transactions with related parties and
associated undertakings involve advance for working capital requirements. These transactions
including remuneration to key management personnel under the terms of their employment are

as follows:

Transaction with the
Companies

International Beverages
(Private) Limited

Taj Mills Limited

Directors

2016

Rupees
Nature of Transaction
Payment made against balance
due to associated undertaking 2,500,000
Rent paid / payable 240,000
Advance for payment for
working capital requirements 4,350,000
Adjustment / repayment of long
term finance (1,175,000)

Compensation to key management personnel

2015
Rupees

2,500,000
240,000

4,950,000

The details of compensation paid to key management personnel are shown under the heading of
"Remuneration of Chief Executive, Directors and Executive (note 29)". There are no
transactions with key management personnel other than under their terms of employment.

The status of outstanding balances of related parties as at June 30, 2016 are included in
"Long/short term loan from directors” (note 18 & 19) and "Due to associated undertaking" (note

17).
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32 FINANCIAL ASSETS AND LIABILITIES

The Company's exposure to interest rate risk on its financial assets and liabilities are summarized as follows: -

Financial assets

Loans and receivables at amortized cost
##

Trade debts

Loans and advances

Cash and bank balances

Financial liabilities

Financial liabilities carried at amortized cost
##

##

Provision for gratuity

##

Trade and other payables

On balance sheet gap
Off balance sheet items

Financial commitments:
Total Gap

Financial assets

Loans and receivables at amortized cost
##

Trade debts

Loans and advances

Cash and bank balances

Financial liabilities

Financial liabilities carried at amortized cost
#i#

Provision for gratuity

#i#

Trade and other payables

On balance sheet gap
Off balance sheet items

Financial commitments:
Total Gap

2016
Interest/mark up bearing Not interest
Total Maturity  Maturity /mark up
up toone  after one bearing
year year Sub-total
Rupees
918,810 - - - 918,810
7,513,609 - - - 7,513,609
1,371,008 - - - 1,371,008
5,118,329 2,228,565 - 2,228,565 2,889,764
14,921,756 2,228,565 - 2,228,565 12,693,191
67,882,547 - - - 67,882,547
4,350,000 - - - 4,350,000
7,118,595 - - - 7,118,595
9,916,077 - - - 9,916,077
7,704,350 - - - 7,704,350
96,971,569 - - - 96,971,569
(82,049,813) 2,228,565 - 2,228,565 (84,278,378)
(82,049,813) 2,228,565 - 2,228,565 (84,278,378)
2015
Interest/mark up bearing Not interest
Total Maturity  Maturity /mark up
uptoone  after one bearing
year year Sub-total
Rupees

918,810 - - - 918,810
6,116,877 - - - 6,116,877
1,248,761 - - - 1,248,761
4,789,569 1,813,750 - 1,813,750 2,975,819
13,074,017 1,813,750 - 1,813,750 11,260,267
69,057,547 - - - 69,057,547
5,951,071 - - - 5,951,071
12,416,077 - - - 12,416,077
5,011,992 74,280 - 74,280 4,937,712
92,436,687 74,280 - 74,280 92,362,407
(79,362,670) 1,739,470 - 1,739,470 (81,102,140)
(79,362,670) 1,739,470 - 1,739,470 (81,102,140)

Effective interest rates are mentioned in the respective notes to the financial statements.
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33

33.1

33.2

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Company’s objective in managing risks is the creation and protection of share holders’ value. Risk is
inherent in the Company’s activities, but it is managed through a process of ongoing identification,
measurement and monitoring, subject to risk limits and other controls. The process of risk management is
critical to the Company’s continuing profitability. The Company is exposed to credit risk, liquidity risk and
market risk (which includes interest rate risk and price risk) arising from the financial instruments it holds.

The Company finances its operations through equity, borrowings and management of working capital with a
view to maintaining an appropriate mix between various sources of finance to minimize risk.

Credit risk

Credit risk represents the accounting loss that would be recognized at the reporting date if counter parties fail
to perform as contracted and arises principally from trade and other receivables. The Company’s policy is to
enter into financial contracts with reputable counter parties in accordance with the internal guidelines and
regulatory requirements.

Exposure to credit risk

The carrying amounts of the financial assets represent the maximum credit exposures before any credit
enhancements. Out of total financial assets of Rs. 14.922 million (2015: Rs. 13.074 million), the financial
assets which are subject to credit risk amounted to Rs. 14.479 million (2015: Rs. 12.964 million). The
carrying amounts of financial assets exposed to credit risk at reporting date are as under:

2016 2015
Rupees Rupees
#REF! 918,810 918,810
Trade debts 7,513,609 6,116,877
Loans and advances 1,371,008 1,248,761
Bank balances 4,675,197 4,680,501
14,478,624 12,964,949
The aging of trade debts at the reporting date is:
1-30 days 5,401,697 4,345,696
30-60 days 303,584 29,803
60-365 days 1,776,449 -
Over one year 31,879 1,741,378
7,513,609 6,116,877

To manage exposure to credit risk in respect of trade receivables, management performs credit reviews
taking into account the customer's financial position, past experience and other factors. Where considered
necessary, advance payments are obtained from certain parties.
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The exposure to banks is managed by dealing with variety of major banks and monitoring exposure limits
on continuous basis. The ratings of banks range from A to AAA.

Concentration of credit risk

Concentration of credit risk arises when a number of counter parties are engaged in similar business
activities or have similar economic features that would cause their abilities to meet contractual obligation to
be similarly affected by the changes in economic, political or other conditions. The Company believes that it
Is not exposed to major concentration of credit risk.

Impaired assets

During the year no assets have been impaired. However, an amount of Rs. 1.680 million has been recorded
as provision for doubtful debts.

Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting its financial obligations as
they fall due. The Company's approach to managing liquidity is to ensure, as far as possible, that it will
always have sufficient liquidity to meet its liabilities when due, under both normal and stress conditions,
without incurring unacceptable losses or risking damage to the Company's reputation. The following are the
contractual maturities of financial liabilities, including interest payments and excluding the impact of netting

agreements, if any:

Carrying Contractual Six months Six to One to Two to Over
Amount Cash or less Twelve two five five
Flows months years years years
Rupees
2016
#REF! 7,118,595 7,118,595 - - - 7,118,595
#REF!
67,882,547 67,882,547 - 67,882,547 - -

#REF!

4,350,000 4,350,000 - 4,350,000 - -
Due to associated
undertaking 9,916,077 9,916,077 - 9,916,077 - -
Trade and other payables 10,470,372 10,470,372 5,235,186 5,235,186 - -

99,737,591 99,737,591 5,235,186 87,383,810 - 7,118,595
2015
#REF! 5,951,071 5,951,071 - - - 5,951,071
#REF!

69,057,547 69,057,547 - 69,057,547 - -
Due to associated
undertaking 12,416,077 12,416,077 - 12,416,077 - -
Trade and other payables 6,773,446 6,773,446 3,386,723 3,386,723 . -

94,198,141 94,198,141 3,386,723 84,860,347 - 5,951,071
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34

Market risk is the risk that changes in market price, such as foreign exchange rates, interest rates and equity
prices will effect the Company's income or the value of its holdings of financial instruments.

Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in foreign exchange rates. Currency risk arise in financial instruments that are
denominated in foreign currencies i.e. in a currency other than the functional currency in which they are
measured.

Presently the Company is not exposed to foreign currency risk.
Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. Majority of the interest rate exposure arises from long term loans
and short borrowings.

Interest rate of the Company's financial assets and financial liabilities as at June 30, 2016 can be evaluated
from the schedule given in note 32 to these financial statements.

The Company is not exposed to interest rate risk , therefore, no sensitivity analysis has been presented.
Other price risk

Price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because
of changes in market prices (other than those arising from interest rate risk or currency risk), whether those

changes are caused by factors specific to the individual financial instrument or its issuer, or factors affecting
all similar financial instruments traded in the market.

At the year end the Company is not exposed to price risk since there are no financial instruments whose fair
value or future cash flows will fluctuate because of changes in market prices.

FAIR VALUE MEASUREMENT

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable
willing parties in arms length transactions.

The carrying values of all financial assets and liabilities reflected in the financial statements approximate
their fair values. Fair value is determined on the basis of objective evidence at each reporting date.
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The fair value of financial liabilities for disclosure purposes is estimated by discounting the future
contractual cash flows at the current market interest rate that is available to the Company for similar financial
instruments, if relevant.

June 30, 2016 June 30, 2015
Carrying . Carrying .
Assets carried at amortized cost amount Fair value amount Fair value
Rupees
Trade debts 7,513,609 7,513,609 6,116,877 6,116,877
Loans and advances 672,988 672,988 855,816 855,816
Cash and bank balances 5,118,329 5,118,329 4,789,569 4,789,569
13,304,926 13,304,926 11,762,262 11,762,262
Liabilities carried at amortized cost
#REF! 9,916,077 9,916,077 12,416,077 12,416,077
Current portion of long term loan from
directors 67,882,547 67,882,547 69,057,547 -
#REF! 4,350,000 4,350,000 - -
#REF! 10,470,372 10,470,372 6,773,446 6,773,446
92,618,996 92,618,996 88,247,070 19,189,523

The Company has revalued its freehold land, buildings and plant and machinery on June 30, 2014. Fair value
of property plant and equipment are based on the valuations carried out by an independent valuer M/s Asrem
(Private) Limited on the basis of market value.

Fair value of land and building are based on assumptions considered to be level 2 in the fair value hierarchy
due to significant observable inputs used in the valuation, while fair value of plant and machinery are
considered to be level 3 in the fair value hierarchy due to significant unobservable inputs used in the

Valuation techniques used to derive level 2 fair values - Land and Building

Fair value of land and building has been derived using a sales comparison approach. Sale prices of
comparable land and buildings in close proximity are adjusted for differences in key attributes such as
location and size of the property. Moreover value of building also depends upon the type of construction, age
and quality. The most significant input in this valuation approach is price / rate per square foot in particular
locality. This valuation is considered to be level 2 in fair value hierarchy due to significant observable inputs
used in the valuation.

Valuation techniques used to derive level 3 fair values - Plant and Machinery

In the absence of current prices in an active market, the fair value is determined by taking into account the
following factors:

- Make, model, country of origin and etc.;
- Operational capacity;

- Present physical condition;

- Resale prospects; and

- Obsolescence.
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34.6

The valuation is considered to be level 3 in the fair value hierarchy due to the above unobservable inputs
used in the valuation. Most significant input in this valuation is the current replacement cost which is
adjusted for factors above.

A reconciliation from opening balances to closing balances of fair value measurements categorised in level 3
is provided below:

2016 2015
Rupees Rupees
Opening balance (level 3 recurring fair values) 26,615,079 28,121,000
Additions - Cost 923,050 1,354,000
Depreciation charge (2,696,862) (2,859,921)
Closing balance (level 3 recurring fair values) 24,841,267 26,615,079

There were no transfers between levels 2 and 3 for recurring fair value measurements during the year.

Had there been no revaluation, the net book value of the specific classes of operating assets would have been as
disclosed in note 15.

Interest rate used for determining fair value

The interest rates used to discount estimated cash flows, when applicable, are based on the government yield
curve at the reporting date plus an adequate credit spread. For instruments carried at amortized cost, since
majority of the interest bearing instruments are variable rate based instruments, there is no difference in
carrying amount and the fair value. Further, for fixed rate instruments, since there is no significant difference
in market rate and the rate of instrument and therefore most of the fixed rate instruments are of short term in
nature, fair value significantly approximates to carrying value.

Fair value hierarchy
International Financial Reporting Standard (IFRS) 13, "Fair Value Measurement™ requires the Company to
classify fair value measurements using a fair value hierarchy that reflects the significance of the inputs used

in making the measurements. The table below analyses financial instruments carried at fair value by
valuation method. The different values have been defined as follows:

Level 1: quoted prices (unadjusted) in active markets for identical assets and liabilities

Level 2: input other than quoted prices included with in Level 1 that are observable for assets and liability
either directly (i.e. as prices) or indirectly (i.e. derived from prices)

Level 3: inputs for the assets or liability that are not based on observable market data (unobservable inputs).

Transfers between levels of the fair value hierarchy are recognized at the end of the reporting period during
which the change the occurred.
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Determination of fair values

A number of the Company's accounting polices and disclosures require the determination of fair value, for
both financial and non-financial assets and liabilities. Fair values have been determined of measurement and
/ or disclosure purposes based on the following methods.

Investment in fair value through profit and loss

The fair value of held for trading investment is determined by reference to their quoted closing repurchase
price at the reporting date.

Available for sale investments

The fair value of available for sale investment is determined by reference to their quoted closing repurchase
price at the reporting date and where applicable it is estimated as the present value of future cash flows,
discounted current PKRYV rates applicable to similar instruments having similar maturities.

Investment in associates and subsidiaries

The fair value of investment in listed associates and subsidiaries is determined by reference to their quoted
closing repurchase price at the reporting date.

Non-derivate financial asset

The fair value of non-derivate financial asset is estimated as the present value of future cash flows,
discounted at the market rate of interest at the reporting date. The fair value is determined for disclosure
purposes.

Non-derivate financial liabilities

Fair value, which is determined for disclosure purposes, is calculated based on the present value of future
principal and interest cash flows, discounted at the market rate of interest at the reporting date.

DISCLOSURE REQUIREMENT FOR ALL SHARE ISLAMIC INDEX

Following information has been disclosed with reference to circular no. 14 of 2016 dated April 21, 2016,
issued by the Securities and Exchange Commission of Pakistan relating to "All Shares Islamic Index".

June 30, June 30,
2016 2015
Description Explanation Rupees Rupees
Loans and advances Non-interest bearing - -
Deposits Non-interest bearing - -
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June 30, June 30,
2016 2015

Description Explanation Rupees Rupees
Segment revenue The Company has only one segment - -
Bank balances as at Placed under interest arrangement - -
June 30, 2016 Placed under Shariah permissible

arrangements 2,228,565 1,813,750
Income on bank Placed under interest arrangement - -
deposits Placed under Shariah permissible

arrangements 502 -
Gain/(loss) on available-
for-sale investments - -
Dividend income - -
All sources of other income Disclosed in note 26 87,637 312,314

Exchange gain

Relationship with banks having

Islamic windows

Earned from actual currency

Meezan Bank Limited

There is no other bank balance / investments which carry any interest or markup arrangements.

CAPITAL MANAGEMENT

The Board's policy is to maintain a strong capital base so as to maintain investor, creditor and market confidence and to
sustain future development of the business. The Board of Directors monitors the return on capital, which the Company
defines as net profit after taxation divided by total shareholders' equity. The Board of Directors also monitors the level
of dividend to ordinary shareholders. There were no changes to the Company's approach to capital management during
the year and the Company is not subject to externally imposed capital requirements.

2016 2015
Numbers Numbers

PLANT CAPACITY, PRODUCTION AND EMPLOYEES

No. of spindles installed 7,548 7,548
Installed capacity converted into 20's count Ibs. 5,682,229 5,682,229
Actual production converted into 20's count Ibs. 3,813,910 3,443,190
Actual production in Ibs. 3,569,800 2,993,900
Average count manufactured 21 23
No. of shifts worked daily 2 2

Reasons for under utilization of capacity

The Company could not achieve the installed capacity due to excessive electricity shut down which resulted in decrease

in one production shift.
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NUMBER OF EMPLOYEES

The number of employees as at year end was 248 (2015; 228) and average number of employees during the
year was 242 (2015: 223).

CORRESPONDING FIGURES

Carresponding figures have been rearranged and reclassified, wherever necessary for the purposes of
comparison and for better presentation, However, no significant reclassification has been made during the
year.

DATE OF AUTHORIZATION FOR ISSUE

These financial statements are authorized for issue by the Board of Directors on 2 9 SEP 2016

GENERAL

Figures have been rounded off to the nearest rupee.
L S | -
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CATEGORIES OF SHARE HOLDING AS ON JUNE 30, 2016
As per requirements of Code of Corporate Governance

CATEGORIES OF SHARE HOLDERS Shares  percentage
Associated Companies, undertakings and related parties NIL -

(Name wise detail)
Mutual Funds (Name wise detail) NIL

Directors and their spouse and Minor children
(Name wise detail);

Mr. Mahboob Elahi 563,200 43.32
Mr. Mahfooz Elahi 199,675 15.36
Mr. Mahmood Elahi 200,250 15.40
Sheikh Farrukh Ahmed 2,500 0.19
Mr. Naveed Akhter |drees 2,500 0.18
Syed Muhammad Raunaq ud din 2,500 0.18
Mr. Murtaza Wahab 3,500 0.27
Mrs. Samina Begum Wio Mr. Mahboob Elahi 73,500 5.65
Executives: NIL -
Public Sector Companies and Corporations NIL -

Banks, Development Finance Institutions, Non-Banking
Finance Companies, Insurance Companies, Takaful,
Modarabas and Pension Funds NIL -

Shareholders holding five percent or more voting rights in the
listed company (Name wise detail)

TR - - ey -

1. Mr. Mahboob Elahi 563,200 43.32
2. Mr. Mahfooz Elahi 199,675 15.36
3. Mr. Mahmood Elahi 200,250 15.40
4. M/S. Salim Sozer Securities (Pvt) Ltd.(CDC) 152,743 11.75
5. Mrs. Samina Begum (CDC) 73,500 5.65

All trades in the shares of the listed company, carried out by
its Directors, CEO, CFO, Company Secretary and their
spouse and minor children.

S.No. Name Sale Purchase
NIL




FolioNo. [ cDC Account No.

Participant I. D,

PROXY FORM

IWe of

Account No.

member/members  of ELAHI  COTTON MILLS  LIMITED
(name) of

failing him/her

being a

hereby  appoint
(Full address) or

of

General Meeting of the company to be held at 09.00 a.m. at registered office

Plot # 270, Sector I-9, Industrial Area, Islamabad on October 28
thereof.

Signed this day of

(name)

(Full address) another member of the
nd on my/our behalf, at the 46" Annual

of the Company

, 2016 or at any adjournment

Signature on
Rupees Five
Revenue Stamp

' company as my/our proxy to attend and vote for me/us a

Important

. 1. A member entitled to attend and vote at the Annual General

appoint a proxy to attend and vote instead of him / her. No
member.

2. The instrument appointing a proxy should be signed by the member
authorized in writing.  If the member is a Coi

3. This Proxy Form, duly completed, must be de;
4. The Proxy shall produce his original CNIC or ori
5. In case of individual CDC Account holders, attested copy of CNIC or

6. In case of corporate entity, the Board of Directors Resolution/Power

of Attorney
signature of the nominee shall be submitted along-with this Proxy.

Passport (as the case may be)
. of the beneficial owner will have to be provided with this Proxy.

(Signature should agree with the specimen
signature registered with the company)

Meeting of the company is entitled to
person shall act as proxy, who is not a

(s) or by his/her attorney duly
rporation, its common seal should be affixed to the
instrument.

posited at the company’s Registered Office, at Plot =
270, Sector I-9, Industrial Area, Islamabad, not less than 48 hours before the time of holding the
meeting.

ginal passport at the time of the Meeting.

with specimen
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THE COMPANIES ORDINANCE, 1984
(Section 236 (1) and 464)
PATTERN OF SHAREHOLDINGS

1. Incorporation Number : 0004648
2. Name of the Company ELAHI COTTON MILLS LIMITED
3.  Pattern of holding of the shares held by the
shareholders as at June 30, 2016
NO. OF SHAREHOLDING TOTAL
4. SHARE SHARES
HOLDERS From To HELD
36 1 100 990
23 101 500 9,706
34 501 1,000 22,242
19 1,001 5,000 32,550
1 5,001 10,000 5,500
2 15,001 20,000 37,244
1 20,000 25,000 20,500
1 70,001 75,000 73,500
1 150,001 155,000 152,743
1 195,001 200,000 199,625
1 200,001 205,000 200,200
1 545,001 550,000 545,200
118 1,300,000
Note: The slabs not appiicable have not been shown.
5. CATEGORIES OF SHAREHOLDERS Shares Percentage
held
5.1 Dwrectors, Chief Executive Officer, and their spouse and
minor chiddren 1,047 625 80.59%
5.2 Associated Companies, undertakings and related parties it ol
53 NIT and ICP — -
5.4 Banks, Development Financial institutions, Non-Banking — a
Financial Institutions
5.5 Insurance companies - =
5.6 Modarabas and Mutual Funds = -
5.7 Shareholders holding 10% or more 1,115,868 85.83%
5.8 General Public
a —» Local 99,632 7.66%
b. — foreign . o
5.9 Others (to be specifie) Joint Stock Companies 152.743 11.75%
Pedllen?
Signature of Chief Executive i
Name of signatory Mr. Mahfooz Elahi
Designation Chief Executive
NIC Number 61101-1988527-5

N Da Month Year
Date ZTo liTe]




