












































ELAHI COTTON MILLS LIMITED

NOTES TO THE ACCOUNTS 

FOR THE YEAR ENDED JUNE 30, 2016

1

1.1

1.2

2 BASIS OF PREPARATION

2.1 Statement of compliance

2.2 Basis of measurement

STATUS AND NATURE OF BUSINESS

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.

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.

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.

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.

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 I-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 following accrual basis of accounting except for cash

flow information.
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2.3 Functional and presentation currency

3

3.1

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

3.2

IFRS 2

January 01, 2018

IFRS 10

IFRS 10

January 01, 2016

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(I)/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)

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:

Share-based Payment - Amendments  to clarify the classification

and measurement of share-based payment transactions

Consolidated Financial Statements - Amendments regarding the

sale or contribution of assets between an investor and its

associate or joint venture

Deferred indefinitely

Consolidated Financial Statements - Amendments regarding

application of the consolidation exception
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IFRS 11

January 01, 2016

IFRS 12

January 01, 2016

IAS 1

January 01, 2016

IAS 7

January 01, 2017

IAS 12

January 01, 2017

IAS 16

January 01, 2016

IAS 27

January 01, 2016

IAS 28

IAS 28

January 01, 2016

IAS 38

January 01, 2016

IAS 41

January 01, 2016

Effective date       

(annual periods 

beginning on or 

after)

Investments in Associates and Joint Ventures - Amendments

regarding the application of the consolidation exception

Presentation of Financial Statements - Amendments resulting

from the disclosure initiative

Statement of Cash Flows - Amendments resulting from the

disclosure initiative

The Annual Improvements to IFRSs that are effective for annual periods beginning on or after

January 01, 2016 are as follows:

Property, Plant and Equipment - Amendments regarding the

clarification of acceptable methods of depreciation and

amortisation and amendments bringing bearer plants into the

scope of IAS 16

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

Deferred indefinitely

Intangible Assets - Amendments regarding the clarification of

acceptable methods of depreciation and amortisation

Joint Arrangements - Amendments regarding the accounting for

acquisitions of an interest in a joint operation

Disclosure of Interests in Other Entities - Amendments regarding 

the application of the consolidation exception

Agriculture - Amendments bringing bearer plants into the scope

of IAS 16

Income Taxes - Amendments regarding the recognition of

deferred tax assets for unrealised losses

Investments in Associates and Joint Ventures - Amendments

regarding the sale or contribution of assets between an investor

and its associate or joint venture
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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

3.3

IFRS 1

First Time Adoption of International Financial Reporting 

Standards

IFRS 9 Financial Instruments

IFRS 14 Regulatory Deferral Accounts

IFRS 15 Revenue from Contracts with Customers

IFRS 16 Leases

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

4.1 Property, plant and equipment

a) Operating fixed assets

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.

Annual Improvements to IFRSs (2012 – 2014) Cycle:

Standards or interpretations not yet effective

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.

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.

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.

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:

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.
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b) Capital work-in-progress

4.2 Impairment losses

4.3 Stores, spares and loose tools

4.4 Stock in trade

- 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

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.

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.

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).

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.

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

sheet date.

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, except stock in transit, are valued at lower of cost and net realizable value. Cost is

determined as follows:
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Stock in transit is valued at cost comprising invoice value plus other charges thereon.

4.5 Trade receivables

4.6 Other receivables

4.7 Investments

4.8 Cash and bank balances

Cash in hand and at banks are carried at nominal amounts.

4.9 Share capital

4.10 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". 

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.

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.

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.

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.

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

received in future.

Net realizable value represents estimated selling prices in the ordinary course of business less

expenses incidental to make the sale.

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.
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4.11 Taxation

Current

Deferred

Prior years

4.12 Borrowing

Further, the Company has recognized the deferred tax liability on surplus on revaluation of fixed

assets which has been adjusted against the related surplus.

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.

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.

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. 

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. 

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. 

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. 

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 Trade and other payables

4.14 Provisions

4.15 Revenue recognition

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.

4.16 Earnings per share

4.17 Cash and cash equivalents

4.18 Related party transactions

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.

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.

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.

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.

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:

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.
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4.19 Dividend and apportioning to reserves

4.20 Financial instruments

Financial assets

Loans and receivables

Impairment

Financial liabilities

Recognition and measurement 

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. 

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. 

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. 

Dividend and appropriation to reserves are recognized in the financial statements in the period in

which these are approved.

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.

All financial liabilities are recognized at the time when the Company becomes a party to the

contractual provisions of the instrument.
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Derecognition

4.21 Offsetting of financial assets and financial liabilities

4.22 Foreign currency translation

4.23 Contingencies

4.24 Segment reporting

4.25 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.

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.

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.

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:-

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.

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. 

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.
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a) Provision for inventory obsolescence and doubtful receivables

b)      Income taxes

c) Property, plant and equipment

d) Stores and spares

e) Defined benefits plan

f) 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.

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.

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.

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.  

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.

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.

Page - 11



5 OPERATING FIXED ASSETS

The following is the statement of operating fixed assets:

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

5.1 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   

Power and 

other 

installations

Factory 

equipment and 

scientific 

instruments

Motor vehicles Total

Furniture 

fixture and 

office 

equipment

Computer 

equipment

Rupees

Residential Factory

Description

Free hold    

land

Buildings 
Plant and 

machinery
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0 2015

Note Rupees Rupees

6 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       

10 (166,500)         (171,000)         

1,204,508       1,077,761       

6.1

0 2015

Rupees Rupees

7 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       

7.1

0 2015

Note Rupees Rupees

8 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       

8.1 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. 

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.

Less: Current portion shown under current 

assets

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.
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0 2015

Note Rupees Rupees

9 TRADE DEBTS

Unsecured

Local

Considered good 7,513,609       6,116,877       

Considered doubtful 1,680,367       -                  

9,193,976       6,116,877       

Less: Provision for doubtful debts 9.1 (1,680,367)      -                  

7,513,609       6,116,877       

9.1

-                  -                  

25 1,680,367       -                  

1,680,367       -                  

10 ADVANCES

Unsecured-considered good

Advances to employees 6 166,500          171,000          

Advances to suppliers 506,488          684,816          

672,988          855,816          

11

Income tax 26,329            431,600          

12 TAXATION - NET

   Balance at beginning of the year (565,009)         162,029          

Transferred to tax refunds due from government -                  (162,029)         

(565,009)         -                  

   Provision for the year 28 (2,837,036)      (2,891,152)      

(3,402,045)      (2,891,152)      

   Less: Payment/adjustment 3,405,820       2,326,143       

  Closing balance receivable /  (payable) 3,775              (565,009)         

13 CASH AND BANK BALANCES

Cash in hand 443,132          109,068          

Cash at banks:

Current accounts 2,446,632       2,866,751       

Saving account 13.1 2,228,565       1,813,750       

5,118,329       4,789,569       

Closing balance

TAX REFUNDS DUE FROM GOVERNMENT

Movement in provision for doubtful debts is

as follows:

Opening balance 

Charge for the year
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13.1

14 SHARE CAPITAL

14.1 Authorized share capital:

2016 2015

Rupees Rupees

14.2 Issued, subscribed and paid up capital:

2015

1,300,000 1,300,000            13,000,000     13,000,000     

15 SURPLUS ON REVALUATION OF

OPERATING FIXED ASSETS

Balance brought forward 84,065,891     86,937,708     

Less: Transferred to equity in respect of 

incremental depreciation charged during

the year - (net of deferred tax) 1,815,591       1,924,117       

Related deferred tax liability during the 

         year transferred to profit and loss account 778,110          947,700          

2,593,701       2,871,817       

81,472,190     84,065,891     

Less: Related deferred tax effect:

Balance as at July 01 8,300,486       10,078,234     

Effect of change in rate -                  (830,048)         

Less: Incremental depreciation charged during 

       the year transferred to profit and loss

account (778,110)         (947,700)         

7,522,376       8,300,486       

73,949,814     75,765,405     

15.1 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

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.

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).

Saving account carries mark up at the rates ranging from 0.03% to 0.05% (2015: 0.02% to

0.06%) per annum.

2016

Fully paid 

in cash

Number of ordinary

shares of Rs. 10/- each
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15.2

15.3

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       

16 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     

16.1 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:

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:

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:

2016 2015

Discount rate (%) 7.25 9

Expected rate of return on plan assets (%) - -

Expected rate of increase in salary (%) 6.25 8

Maturity profile

2016 2015

Rupees Rupees

16.1.1

Present value of defined benefit obligation 7,118,595       5,951,071       

Fair value of plan assets -                  -                  

Closing net liability 7,118,595       5,951,071       

16.1.2

Opening net liability 5,951,071       4,480,580       

Charge for the year 2,539,654       2,480,445       

Remeasurement chargeable to other 

   comprehensive income (191,460)         70,496            

Transferred to current liabilities (134,650)         -                  

Benefits paid during the year (1,046,020)      (1,080,450)      

Closing net liability 7,118,595       5,951,071       

16.1.3

Opening present value of defined benefit obligations 5,951,071       4,480,580       

Current service cost for the year 2,051,129       2,007,602       

Interest cost for the year 488,525          472,843          

Transferred to current liabilities (134,650)         -                  

Benefits paid during the year (1,046,020)      (1,080,450)      

Remeasurement (gain) / loss on obligation (191,460)         70,496            

Closing present value of defined benefit obligations 7,118,595       5,951,071       

16.1.4 Charge for the year

Current service costCurrent service cost 2,051,129       2,007,602       

Net interest on net defined benefit liabilityInterest cost 488,525          472,843          

Charge for the year 2,539,654       2,480,445       

Reconciliation of balance due to defined benefit plan

Movement of the liability recognized in the 

balance sheet

SLIC(2001-05)

Movement in present value of defined 

benefit obligations 
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2016 2015

Rupees Rupees

16.1.5

Actuarial losses arised during the yearRemeasurement (gain) / loss on obligation (191,460)         70,496            

16.1.6

16.1.7 Sensitivity analysis

Rupees Rupees

Discount rate 442,625          525,555          

Salary increase 525,555          450,343          

16.1.8

16.2 Deferred taxation

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%

16.3

Decrease in 

Assumption

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

follows:

The charge in respect of defined benefit plan for the year ending June 30, 2017 is estimated to

be Rs. 2.557  million.

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.

Remeasurement chargeable to other 

comprehensive income 

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.

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 

Assumption
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16.4

2016 2015

Note Rupees Rupees

17

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     

(9,916,077)      (12,416,077)    

17.1 -                 -                  

17.1

2016 2015

Note Rupees Rupees

18 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)    

-                 -                  

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. 

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 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).

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.

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.

Less: Current portion shown under current liabilities
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18.1

18.2

2016 2015

Note Rupees Rupees

19 SHORT TERM LOAN FROM DIRECTORS

19.1         4,350,000 -                  

19.1

2016 2015

Note Rupees Rupees

20 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       

20.1 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            

20.2

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.

From Directors

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

to the employees.

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).

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.
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21 CONTINGENCIES AND COMMITMENTS

21.1 CONTINGENCIES

a)

b)

21.2 COMMITMENTS

2016 2015

Note Rupees Rupees

22 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   

23 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   

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

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). 
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2016 2015

Note Rupees Rupees

   Work in process

      Opening 2,386,497       2,823,287       

      Closing 8 (2,047,107)      (2,386,497)      

339,390          436,790          

   Cost of goods manufactured 282,882,327   282,128,054   

   Finished goods

      Opening 2,220,440       2,380,561       

      Closing 8 (6,032,097)      (2,220,440)      

(3,811,657)      160,121          

   Waste

      Opening 8 12,456            12,160            

      Closing (6,432)             (12,456)           

6,024              (296)                

279,076,694   282,287,879   

23.1 Raw material consumed

   Opening stock 3,485,972       4,708,475       

   Add:  Purchases 184,763,831   190,762,453   

   Cost of raw materials available for use 188,249,803   195,470,928   

   Less: Closing stock (2,309,909)      (3,485,972)      

185,939,894   191,984,956   

23.2 Stores and loose tools consumed

   Opening stock 1,461,627       574,860          

   Add: Purchases 9,427,947       13,184,700     

10,889,574     13,759,560     

   Less: Closing stock (1,222,888)      (1,461,627)      

9,666,686       12,297,933     

23.3

2016 2015

Note Rupees Rupees

24 ADMINISTRATIVE EXPENSES

Directors' remuneration 29 278,400          278,400          

Salaries and other benefits 24.1 2,520,510       2,234,851       

Telephone expenses 64,913            52,264            

Motor running expenses 382,911          470,456          

Printing, stationery and periodicals 55,802            55,570            

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

respect of staff retirement benefits.
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2016 2015

Note Rupees Rupees

Rent 240,000          240,000          

Rent rates and taxes 11,129            9,900              

Advertisement 25,000            19,200            

Traveling and conveyance 62,220            64,860            

Repair and maintenance 11,320            -                  

Entertainment 77,579            82,123            

Subscription and membership fee 609,177          105,725          

Depreciation 5.1 337,987          382,081          

Donation 24.2 -                 250,000          

Other expenses 81,947            103,559          

4,758,895       4,348,989       

24.1

24.2

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          

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

benefits.

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.
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2016 2015

Note Rupees Rupees

28 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       

28.1

28.2

28.3

28.4

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 REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES

a)

Chief  Chief

Executive Executive

278,400        -           909,000      1,187,400   278,400      -           845,000      1,123,400  

-               -           -              -              -              -           -              -             

-               -           76,000        76,000        -              -           75,000        75,000       

-               -           -              -              -              -           -              -             

-               -           -              -              -              -           -              -             

-               -           -              -              -              -           -              -             

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

b)

c)

  

278,400        -           278,400      278,400      -           278,400     

Number of persons 2 5 7 2 5 7

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

Executive

Directors

Executive Non Executive

Directors Directors

Non Executive

Directors
Total Total

(Rupees)

Managerial remuneration

2016 2015

Utilities

Others

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

(Rupees)

Managerial remuneration

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:

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

Directors Executives Total Directors Executives Total

Bonus

Staff retirement benefits

Medical
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30

2016 2015

Rupees Rupees

(4,026,736)       (126,034)            

Weighted average number of ordinary shares at the 

end of the year 1,300,000        1,300,000          

(3.097)              (0.097)                

31 TRANSACTIONS WITH RELATED PARTIES

31.1

2016 2015

Rupees Rupees

2,500,000                   2,500,000 

Rent paid / payable             240,000 240,000             

Directors

         4,350,000            4,950,000 

       (1,175,000) -                     

31.2 Compensation to key management personnel

31.3

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

Rupees

Number of shares

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).

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:

Payment made against balance 

due to associated undertaking

Advance for payment  for 

working capital requirements

International Beverages

(Private) Limited

Adjustment / repayment of long

term finance

Transaction with the 

Companies

Nature of Transaction

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.

Taj Mills Limited
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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: -

Not interest

Total Maturity Maturity /mark up

up to one after one bearing

year year Sub-total

Financial assets

Loans and receivables at amortized cost

## 918,810         -             -           -                918,810          

Trade debts 7,513,609      -             -           -                7,513,609       

Loans and advances 1,371,008      -             -           -                1,371,008       

Cash and bank balances 5,118,329      2,228,565  -           2,228,565      2,889,764       

14,921,756    2,228,565  -           2,228,565      12,693,191     

Financial liabilities

Financial liabilities carried at amortized cost

## 67,882,547    -             -           -                67,882,547     

## 4,350,000      -             -           -                4,350,000       

Provision for gratuity 7,118,595      -             -           -                7,118,595       

## 9,916,077      -             -           -                9,916,077       

Trade and other payables 7,704,350      -             -           -                7,704,350       

96,971,569    -             -           -                96,971,569     

On balance sheet gap (82,049,813)   2,228,565  -           2,228,565      (84,278,378)    

Off balance sheet items

Financial commitments: -                 -             -           -                -                  

Total Gap (82,049,813)   2,228,565  -           2,228,565      (84,278,378)    

Not interest

Total Maturity Maturity /mark up

up to one after one bearing

year year Sub-total

Financial assets

Loans and receivables at amortized cost

## 918,810         -             -           -                918,810          

Trade debts 6,116,877      -             -           -                6,116,877       

Loans and advances 1,248,761      -             -           -                1,248,761       

Cash and bank balances 4,789,569      1,813,750  -           1,813,750      2,975,819       

13,074,017    1,813,750  -           1,813,750      11,260,267     

Financial liabilities

Financial liabilities carried at amortized cost

## 69,057,547    -             -           -                69,057,547     

Provision for gratuity 5,951,071      -             -           -                5,951,071       

## 12,416,077    -             -           -                12,416,077     

Trade and other payables 5,011,992      74,280       -           74,280           4,937,712       

92,436,687    74,280       -           74,280           92,362,407     

On balance sheet gap (79,362,670)   1,739,470  -           1,739,470      (81,102,140)    

Off balance sheet items

Financial commitments: -                 -             -           -                -                  

Total Gap (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.

Rupees

2016

Interest/mark up bearing

Rupees

2015

Interest/mark up bearing
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33 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

33.1

33.2 Credit risk

Exposure to credit risk

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. 

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 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.

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:
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Concentration of credit risk

Impaired assets

33.3 Liquidity risk

Carrying Contractual Six months Six to One to Two to Over

Amount Cash or less Twelve two five five 

Flows months years years years

2016

     7,118,595      7,118,595 -            -               -     -                                  7,118,595 

67,882,547  67,882,547  -            67,882,547  -     -                     -                       

#REF!

4,350,000    4,350,000    -            4,350,000    -     -                     -                       

     9,916,077      9,916,077 -            9,916,077    -     -                     -                       

   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

     5,951,071      5,951,071 -            -               -     -                     5,951,071            

   69,057,547    69,057,547 -            69,057,547  -     -                     -                       

12,416,077  12,416,077  -            12,416,077  -     -                     -                       

     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 

Due to associated 

undertaking

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.

Rupees

Trade and other payables

#REF!

#REF!

During the year no assets have been impaired. However, an amount of Rs. 1.680 million has been recorded

as provision for doubtful debts.

Due to associated 

undertaking

#REF!

Trade and other payables

#REF!

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:

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. 
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33.4 Market risk

(i) Currency risk

Presently the Company is not exposed to foreign currency risk.

(ii) Interest rate risk

(iii) Other price risk

34 FAIR VALUE MEASUREMENT

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.

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.

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.

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.

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.

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

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.

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.
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Carrying Carrying

amount amount

        7,513,609           7,513,609               6,116,877               6,116,877 

           672,988              672,988                  855,816                  855,816 

        5,118,329           5,118,329               4,789,569               4,789,569 

      13,304,926         13,304,926             11,762,262             11,762,262 

        9,916,077           9,916,077             12,416,077             12,416,077 

      67,882,547         67,882,547             69,057,547                            -   

        4,350,000           4,350,000                            -                              -   

      10,470,372         10,470,372               6,773,446               6,773,446 

      92,618,996         92,618,996             88,247,070             19,189,523 

34.1

34.2

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

 - Operational capacity;

 - Present physical condition;

 - Resale prospects; and

 - Obsolescence.

Loans and advances

Current portion of long term loan from 

directors

#REF!

#REF!

#REF!

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.

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

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

Fair value Fair value
Assets carried at amortized cost

Rupees

Trade debts

Cash and bank balances

Liabilities carried at amortized cost

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

following factors:
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34.3

2016 2015

Rupees Rupees

         26,615,079           28,121,000 

              923,050             1,354,000 

          (2,696,862)           (2,859,921)

         24,841,267           26,615,079 

34.4

34.5 Interest rate used for determining fair value 

34.6

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.

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:

Opening balance (level 3 recurring fair values)

Additions - Cost

Depreciation charge

Closing balance (level 3 recurring fair values)

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.

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.

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:

Fair value hierarchy
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34.7

35 DISCLOSURE REQUIREMENT FOR ALL SHARE ISLAMIC INDEX

June 30, J

u

June 30,

2016 2015

Rupees Rupees

Loans and advances Non-interest bearing -                     -                      

Deposits Non-interest bearing -                     -                      

Explanation

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".

Description

Available for sale investments

Investment in associates and subsidiaries

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.

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.

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 PKRV rates applicable to similar instruments having similar maturities.

The fair value of investment in listed associates and subsidiaries is determined by reference to their quoted

closing repurchase price at the reporting date.
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June 30, June 30,

2016 2015

Rupees Rupees

Segment revenue The Company has only one segment -                   -                  

Placed under interest arrangement -                   -                  

         2,228,565         1,813,750 

Placed under interest arrangement                      -                        -   

                   502                      -   

-                   -                  

Dividend income -                   -                  

All sources of other income Disclosed in note 26 87,637             312,314          

Exchange gain Earned from actual currency -                   -                  

-                   -                  

36 CAPITAL MANAGEMENT

2016 2015

Numbers Numbers

37 PLANT CAPACITY, PRODUCTION AND EMPLOYEES

No. of spindles installed 7,548               7,548              

Installed capacity converted into 20's count lbs. 5,682,229        5,682,229       

Actual production converted into 20's count lbs. 3,813,910        3,443,190       

Actual production in lbs. 3,569,800        2,993,900       

Average count manufactured 21                    23                   

No. of shifts worked daily 2                      2                     

 

37.1

Placed under Shariah permissible

arrangements

Meezan Bank Limited

Relationship with banks having 

Islamic windows

Description Explanation

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

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.

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.

Bank balances as at 

June 30, 2016

Income on bank

deposits

Gain/(loss) on available-

for-sale investments

Placed under Shariah permissible

arrangements
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