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Vision
Elahi Cotton Mills Limited's vision is to run on purely professional grounds and to accomplish, build
up and sustain a good reputation within textile industry by marketing premium quality yvarn by means
of honesty, integrity and commiment.

Mission Statement

[t iz the mission of the Company:
To transform the Company into a modern and
dynamic yarn 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 earning distribution of adequate
return to sharcholders, employees and to contribute towards the governmenl revenucs.

- To expand sales of the Company through good Governance and fasicr a sound snd dynamic
team so as to achieve aptimum profitably for the Company for sustaining and equitable growth
and prosperity of the Company.

- To make comprehensive arrangements for the training of our workers technicians.

- Ta strive for the continuous development of Pakistan while adding valee to the textile sector.

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

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



ELAHI COTTON MILLS LIMITED

NOTICE OF 47
ANNUAL GENERAL MEETING
Matice is herehy given that 47% Annual General Meeting of the Sharcholders of the Company will be
held at the Registered Office of the Company al 370-Sector 1/9, Industrial Area, Islamabad on Tuesday
October 24, 2007 at 10,30 a.m. to transact the following business:-

I To Confirm the minutes of the last Annual General Meeting.

2. To consider, approve and adopt the Audited Accounts of the Company for the year ended June
30, 2017 together with Auditors’ and Directors” Reports thereon.

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

4. To transaci any other ordinary busincss of the Company with the prior permission of the

Chairman.
Y ORDER OF THE BOARD
[slamabad,
September 26, 2017, W&i e,
(MAHFOOZ ELARIE)
Chief Executive
NOTES:

1. Share transfer Books of the Company shall remain closed from October 18, 2017 1o October
24, 2017 (both days inclusive)

3. A member entitled 1o attend and vote in the meeting is authorized 1o appoint any other person a
proxy o atiend, speak and vore for him or her.

Lk

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

4. 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 Authorily, must be
reached at the Registered Office of the Company not less than 48 hours before the time of the
Meeting,

5 Sharcholders are requested to notify immediately their NIC No. and any change in their
registered address.

6. SECP has directed vide SRO No. 779{112011 dated August 18, 2001 to issue dividend warrant
only crossed as “Afc Payee only” and should bear the Computerized National Identity Card
(CNIC) of the registercd members. Members who have not yet submitted photocopy of their
valid CNIC are requested to send the same to the Company's Registrar M/S. Corplink (Pvt)
Limited, Wings Arcade, 1-K Commercial, Model Town, Lahore.



7. In accordance with the provision of Section 242 of the Companies Act, 2017, dividend payable
in cash shall only be paid through electronic mode directly into the bank account designated by
the entitled shareholders. SECP vide Circular No. 18 of 2017 dated August 01, 2017, has
presently waived this condition till October 31, 2017. Any dividend payable after this due date
shall be paid in the manner as prescribed,

All shareholders are requesied to provide the details of their mandate specifying (i) Title of
Account,{iilAccount Number,(iii) IBAN Number, (iv) Bank Name and (v} Branch NMame, Code
and Address to the Company’s Share Registrar M/S, Corplink (Pvt) Limited, Wings Arcade, 1-
K, Commercial, Model Town, Lahore.

#. 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 aggregate 10% or more sharcholding
residing at geographical location to participate in the meeting through video conference at least
10 days prior to the date of meeting, the Company will 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 registered office of the Company:

Ii'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)

The Company will intimate members regarding venue of conference facility at least 5 days
before the date of general meeting along with complete information necessary to enable them to
access such fcility.



ELAHI COTTON MILLS LIMITED

MEECTORS REFORT TO THE MEMBEHRS

The Directors of the Company are pleased to present the 47" Annual Report and the Audited financial statements
of the Company for the year ended June 30, 2017 together with the auditors® report thereon.

FINANCIAL RESULTS

During the year under review, the Company registered a turnover of Rs. 320,825 million as compared to Rs.
83418 million in the preceding year showing increase of Rs, 27207 millien {13,012 %) whereas the cost of sales
increazed from B, 279077 million to Bs, 318,490 million showing increase of Bs. 3941 million {14.12%). The
Company earned gross profit of Rs. 2334 million as compared 0 gross profit of 4,542 million. The increase in
turnover is due 1o increase in production. The lnancial results of the Company for the year under review are as
urider;

RUPEES M

MILLION
Sales IMLE2S
Cost of Sales J18.4090
Giross Profit 2318
Administrative expenses 5215
Other operaling expenses 0375
ther income 1.274
Financial Charges A6
Laoss before taxation | 985
Provision for taxation 2.352
Loss after taxation 4339
Loss per share (Fs.) 354

The Company suffered loss before taxation of Rs. 1.988 million as compared to loss of Rs. 2.212 million in the
last year and loss after taxation of Rs. 4.339 million a5 compared to loss of Rs. 4.027 million. The net loss
incurred by the Company is due (0 increaze in Prome costs especially in the prices of raw material. Another factor
that is hurting the profitability of the Company s electric shut down due to which the Company has closed one
shift throughout the year and hence not utilized 100/ capacity,

During the year the Company couldn’t make payment of current portion of loan from Direclors and Associale
Undertaking of Rs. 77.59% million due to financial constraints,

DIVIDENI:

The Directors of the company do not recommend any dividend' bonus shares o the shareholders as the Company
has incurred net loss and also has accumulated loss and no amount is available in the reserves,

AUDITORS:

The present Auditors MYS. BDOD Ebrahim & Company, Charfered Accountanis bave retired and being eligible,
offered themselves for re-appointment. The Board of Directors, on recommendations of the Audit Commitice has
proposed appointment of M/S. BDO Ebmhim & Company, Chartered Accountants as suditors of the Company
for the year ending June 30, 2018,



SHAREHOLIMNG:

A staterment showing the pattern of share holding by the sharcholders of the Company as on June 30, 2017 is
annexed herewith.

FUTURE FROSPECTS AND OUT LOOK:

The management expects the coming year 1o be a favourable for the textile spinning industry in Pakistan as the
prices of finished goods presently seems to be better. However, it depends upon uninterrupted power supply. The
Company intends to make investments in Drawing, Simplex and doubling sections in coming years. With the
insertion of these machines, the quality of the products will improve and production of the Company will be
increased that eventually increase the profitability of the Company.

The auditors have drawn attention o Mote 1.2 in the financial statements that the Company incurred a net loss of
Es 4,339 million and the Company's current labilities exceeded s current assets by Bs. 66282 million, The
Company has accumulated loss of Rs. 76.678 million that exceeds the issued, subscribed and paid up capital by
Rs. 63.678 million, These conditions indicate the existence of a material uncertainty that cast doubs about the
Company s ahility to continue as a going concer,

Despite the above factors, the Company generated cash from its operating activities after meeting its cash
outflows over the year. The management is making every effort to minimize the impact through improve
efficiency and better marketing, The Sponsor Directors are continuously supporting in the form of funds as and
when required by the Company, The management has neither intention nor the necessity of liquidation or ceasing

manufaciuring operation in foresecable future. So, with the successful efforts of the management, the Company
will continue as a poing coneem,

CORPORATE GOVERNANCE
The Directors are pleased to report that:

a) The Financial Statements prepared by the Management present its state of affairs fairly, the
rezulis of its operations, cash flows and changes in equity.

b} Proper Books of Accounts have been maintained,

) Appropriate Accounting Policies have been consistently applied in preparation of financial
statements and accounting estimates are based on reasonable and prudent judgment.

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

£ The system of Internal Control is sound in design and has been effectively implemented and
monitored.

f The management hias devised a plan 1o enable the Company to continue &s a going concern,

E} There has been 11-1: material departure from the best practices of Corporate Govemance as
detailed in the listing regulations.

b Significant deviation from last vear in operating resulis of the Company and
reasons thereof has been explained,

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

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



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

I3 Thirteen meetings of the Board of Directors, six meefings of the Audit Committes and thres
meetings of the Human Resource & Remuneration Commitiee were Tedd during the year, The
atendance of each Director at the moeetings is as under: -

Mame of Direcior Board Andit HE&ER
Mr. Mahboob Elahi 12 4 N/A

Mr. Mahfooz Elahi i M/A MFA
Mr. Mahmood Elahi 13 A 3

Mr. Maveed Akhter 11 f 3

Mr. Farrukh Ahmed 11 fi NA

Syed Muhammad Raunag ud din 0 A 3

Mr. Murlaza Wahab ] 0 MiA
Mrs. Saming Begum 01 HiA MIA
Mr. Ahmed ShafTi 04 0 A

m} Five Directors of the Company are excmpt from Director training programme due to their
qualification and relevant experience. Ume Board member has attended orientation course and
got certification from the University of Lahore.

n} 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 fo acknowledge our gratitude to the stafl members
for performing their duties.

OMN BEHALF OF THE BOARD

Islamabad,
September 26, 2017 m&*ﬂ‘l ¢
(MAHF Lalh

Chief Executive



ELAHI COTTON MILLS LIMITED
STATAMENT OF COMPLIANCE WITH THE CODE OF
CORPORATE GOVERNANCE
FOR THE YEAR ENDED JUNE 30, 2017

This statement is being presented to comply with the Code of Corporate Governance (CCG) contained in
Regulation Mo, 5,19 of listing regulation of Pakistan Stock Exchange for the purpose of esiablishing a
framework of good governance, whereby a listed company is managed in compliance with the best practices of
corporale govermande.

The company has applied the principles contained in the CCG in the following manner:

B3

10

The company encourages representation of independent non-executive Directors and Diarectors
represeniting minority interests on its Board of Directors. At present the Board includes:

Category Names

Independent Direclor Ahmed Shafhi
[ Executive Directors Mahfooz Elahi, Mahmood Elahi

Mon-Executive Directors Mahboob Elahi, Maveed Akhtar, Farrukh Ahmad, 5.M.
- Feaunag-ud-Tin J

The Independent Director meets the criteria of independence under clause S.19.1(b) of CCLG.

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

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, 4 DF1 or an NBFI or, being a member of a stock exchange,
has been declared as a defaulter by that stock exchange.

A causal vacancy oceurring on the Board on 24.02.2007 was filled up by the Directors within ninety
days.

The company has prepared a "Code of Comduct” and has ensured that appropriate steps have been taken
1o disseminate it throughout the company along with its supporting policies and procedures.

The Board has developed a vision‘mission statement, overall corporate strategy and significant policics
of the company, A complete recerd of the particulars of significant policies along with the dates on
which they were approved or amended has been maintained.

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 CEQ,
ather executive and non-executive Directors, have been taken by the Board/shareholders.

The meetings of the Board were presided over by the Chainman and, in his absence, by a Director elected
by the Board for this purpose and the Roard met at lenst once in every quarter. Written notices of the
Board meetings, along with agenda and working pagers, were circulated at least seven days 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 1o their qualification
and relevant experience. One Board member bas attained certification of Directors Training Frogram
froam the University of Lahore,

There was no new appointment of CFO, Company Secretary and Head of Internal Audit. The Head on
insernal Audit is also working in a sister concem. The Company is making arrangement 1o appoint a Tull
tine head of Tnternal Audit.
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The Directors' report for this year has been preparcd 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 inferest in the shares of the company other than that
disclosed in the panern of shareholding.

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

The Board has formed an Audit Committes of four members including one independent which
comprises of non-executive Directors.

The meetings of the audit committee were held at least once every guarter prior to approval of interim
and final results of the company and as required by the CCG. The terms of reference of the commitiee
have been formed and advised to the committes Tor complionees.

The Board has formed an HR and Remuneration Commitice of three members which comprises of one
executive and twe non-executive Directors and the chairman of the committee is an Executive Director.

The Board has set up an effective interial audit function that is qualified and experienced fior the purpose
and is conversant with the policics and procedures of the company.

The statutory muditers of the company have confirmed that they have been given a satisfactory rating
under the quality control review prograrm 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 euditors 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 interimy/fimal results, and business decisions, which
may materially affect the market price of company's securities, was determined and intimated to
Directors, employees and stock exchange(s).

Material/price sensitive information has been disseminated among all markel participanis at once
through stock exchange(s).

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.

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

{mwm

CHIEF EXECUTIVE

Islamabad,
September 26, 2017
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REVIEW REPORT TO THE MEMBERS OM THE STATEMENT OF COMPLIANCE WITH THE CODE OF
CORPORATE GOVERNANCE

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, 2017 to comply with the requirements of Regulation No. 5.19
of Rule Book of Pakistan Stock Exchange Limited (farmerly Karachi Stock Exchange in which Lahore
amd 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 variows 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 awdit 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 reguires the Company to place before the Audit Committee, and upon recommendation
of the Audit Committee, place before the Board of Directors for their review and approval its
related party transactions distinguishing between transactions carried out on terms eguivalent 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 nol carried out any procedures to determine whether the related party
transactions were undertaken at arm's leneth price or not.

Based on our review, nothing has come to ouwr attention, which causes us (o believe that the
Statement of Compliance does not appropriately 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, 2017,

We draw your attention to clause 10 of the Statement, which states that the Head of Internal Audit
is also serving as an accountant of a related party of the Company. This may arise conflict of
interest and due to which independence of internal awdit function cannot be ensured as reguired
by the Code.

ISLAMABAD ".r;#.' 2 12_/
AL AP S Vo
paTeD: ? 6 SEP 2017 CHARTERED ACCOUNTANTS
Engagament Partner: Abdul qm‘,;i,‘,

: Page - 1
BDOD Ebrahim & Co. Chartered accountants
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AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed balance sheet of ELAHI COTTON MILLS LIMITED (the Company) as at
June 10, 2017 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, Lo the best of our knewledge and belief, were necessary for the purposes of our audit.

It is the responsibility of the Compamy'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, Qur
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 amy material misstatement. An audit includes
examining, on a test basis, evidence supperting 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 abave said
statements. We believe that our audit provides a reasonable basis for our opinion and, after due
verification, we state that: -

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

(2] im 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,

[if) 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;

ich 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 incame,
cash flow statement and statement of changes in eguity together with the notes forming
part thereaf 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, 2017 and of the loss, its comprehensive loss, its cash flows and changes in
equity for the year then ended; and

Page - 1
BDO Ehrahim & Co. Chartered Accountants
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IBDO

(e} in our opinion, no Zakat was deductible at source under the Zakat and Ushr Ordinance,
19800V 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. 4.33% million during the year ended June 30,
2017 and as of that date the Company's current liabilities exceeded its current assets by Rs.
66,982 million. The accumulated losses have exceeded the issued, subscribed and paid up capital
by Rs. 63.678 million as at June 30, 2017 and accurmudated lesses as of that date amounted to
Bs, 76678 million. These conditions, along with other matters as set forth in Mote 1.2, indicate
the existence of a material uncertainty which may cast doubt about the Company’s ability to
continue as a going concern, '

. s
ISLAMABAD CHARTERED ACEGUH'%NTS
Engagement Partner: Abdul
oATE:2 6 SEP 2017 TR
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Tel: =93 568 260 &4571-5 3rd Floar,
I BDO Fax- +92 51 260 4968 saped Plaza,
wiww bido,com.pk 21-East Blue Area,
Islarmabad-44000,
Pakistan.

AUMTORS' REPORT TO THE MEMBERS

We have audited the annexed balance sheet of ELAHI COTTON MILLS LIMITED (the Company) as at
June 30, 2017 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 owr 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 reasocnable 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;

{+1} in our opindon: -

] the balance sheet and profit and loss account together with the notes thereon
have been drawn up in confarmity 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

(i) the bisiness conducted, investments made and the expenditure incurred during
the year were in accordance with the objects of the Company;

() in our opinion and to the best of our information and according to the explanations givien
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 alfairs as
at June 30, 2017 and of the loss, its comprehensive loss, its cash flows and changes in
equity for the year then ended; and
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{d) in our opinion, na Zakat was deductible at source under the Iakat and Ushr Ordinance,
1980V of 1980).

without qualifying our apinion, we draw attention to Note 1.2 in the financial statements which
indicates that the Company incurred a net loss of Rs. 4,339 million during the year ended June 30,
2017 and as of that date the Company's current liabilities exceeded its current assets by Rs.
66.982 million, The accumulated losses have exceeded the issued, subscribed and paid up capital
by Rs. 63,678 million as at June 30, 2017 and accumulated losses as of that date amounted to
Rs. 76.678 million. These conditions, along with other matters as set forth in Hote 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

Ly, *
ISLAMABAD CHARTERED ACCOUNTANTS

paTe: 2 6 SEP 20W Engagement Partner: mmmﬁﬁ
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ELAHI COTTON MILLS LIMITED
BALANCE SHEET AS AT JUNE 30, 2017

2017 2016
Naote Rupces Rupees
ARRETS
NON-CURRENT ASSETS
Property, plant and egquipment
Operating fixed assets 5 90,645,274 94,371,045
Capital work in progress 636,689 -
Long term security deposits 918.810 918,810
Loans and advances B 1,371,759 1,204,508
93,572,532 96,494,363
CURRENT ASSETS ;
Stores, spares and loose tools 7 1,449,812 1,273,609
Stock in trade # 9,794 278 10,395,545
Imade debis o 7202424 7,513,609
Loans and advances Lo 208,376 672,988
Short term prepayments 173,562 167,311
Tax refunds due from government 11 215,269 26,329
Taxatwn - net 12 = 3,773
Cash and bank balances 13 8.234 895 5118329
27278616 25,171,495
TOTAL ASSETS 120,851,148 121,665,858
EQUITY AND LIARILITIES
SHARE CAPITAL AND RESERVES
Share capital 14 13,000,000 13,000,000
Accumulated loss (76,677,660) {73,963 386)
(63,677,660) (60,963 386)
SURPLUS ON REVALUATION OF FIXED
ASSETS 15 72,309,752 73949814
NHN-(;I]RHENT LIARILITIES
Deferred liabilities 16 17,958,405 16,060,454
Long term loan from directors |7 - -
17,958 405 16,060 4534
CURRENT LIABILITIES
Taxation - net 12 15,531 -
Current portion of long term loan from directors 17 67,682,547 67,882,547
Due 1o associated undertaking 18 9916077 9,916,077
Short term loan from directors 19 5,100,000 4,350,000
I rade and other payables 20 11,546,496 10,470,372
04,260,651 02,618,996
CONTINGENCIES AND COMMITMENTS 21

TOTAL EQUITY AND LIABILITIES 120,851,148 121,665,858

Thea anrexed notes from | to 41 form an integral part of these financial statcments. :
Ao M f Lodun
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ELAHI COTTON MILLS LIMITED
PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2017

07 2016
Note Rupees Rupees

Sales - net 72 120825272 283,618,449
Cost of sales 23 318,489 957 279,076,694
Gross profit 2335315 4,341,733
Administrative expenses 24 5215397 4,758,895
Other operating charges 25 375,273 2,074,458

5,590,670 6,833,353
Operating loss (3.255.35%) (2,291,598)
(Mher income 26 1,273,500 R7.637
Financial charges ok 5,676 8.230
Loss before taxation (1,987,531 (2,212,191)
Taxalion 28 (2,3531,543) (1,814,545)
Loss after taxation (4.339.074) i(4.026,736)
Loss per share - basic and diluted 30 {3-34! {3.10

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

Vel Fclit'

CHIEF BXBCUTIVE DIRECTOR



ELAHI COTTON MILLS LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2017

2017 2016
Hupees Rupees
Lass after taxation {4.339.074) (4,026.730)
Other comprehensive income
Item that will not be reclassified to profit and loss
(Loss)eain on remeasurement of defined benefit hability (15,262) 191,460
Total comprehensive loss for the year {4,354,336) (3,835,276)

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

Mo 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,

e
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ELAHI COTTON MILLS LIMITED
CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2017

CASH FLOWS FROM OPERATING ACTIVITIES
Larss belore axation
Adjustment for non-cash charges and other items:
[Depreciation
Financial charges
Provision for doubtful debis
Gain on disposal of fixed asset
Provision for gratuity

Profit before working capital changes
Changes in working capital:
Decrease S {increase) in current assels

Stores, spares and lpose tools

Stock in rade

Trade debis

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
Ciratuity paid

Net cash generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Loans given 1o emplovees
Addifion to capital work in progress
Proceeds from disposal of fixed asset
Purchase of property, plant and equipment
Net cash penerated fromfused in) investing activities

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

MNet cash generated from linancing activities

Met 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

-rhc\g‘\n‘igd notes from | to 41 form an integral part of these financial statements,

CHIEF EXEQUTWE

27
Rupees

(1,987,531}

2016
Rupees

(2,212.191)

3,638,478 1,984 109
5.676 8,230
- |.680.367
(846,507 =
3,594,395 2,539,654
6,392,042 B.212.360
4,404,511 6,000,169
(176,203) 283,596
601,267 (2,290,180)
311,185 (3.077.099)
464,612 182,828
(6.251) (7,634)
(92,860) 405,271
1,073,174 3,562,276
2,174,924 (940,942)
6,579,435 5,059,227
(5,676) {8,230)
(3,202,903) (3,270,420}
(934,150) (1.046,020)
(4.142,729) (4.324,670)
2,436,706 734,557
(167,251) (126.747)
(636,689) -
933,800 -
E (954,050)
129,860 (1,080,797)
(200,000) (1,175,000)
: (2,500,000)
750,000 4,350,000
550,000 675,000
3,116,566 328,760
5,118,329 4,789,569
%,234,895 5118329

.
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ELAHI COTTON MILLS LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2017

Issued,
subscribed and | Accuomulated loss Total
paid-up capital
Note Rupees

Balance as at July 01, 2015 13,000,000 (71,943,700) (58,943,701)
Total comprehensive income for the year

Loss for the year . (4,026,730) (4.026,736)

Gain on remeasurement of defined benefit liability . 191,460 191 460

- {3,835,270) (3,835,276)

Transter from surplus on revaluation of
fixed assets incremental depreciation-net of deferred tax 13 = [.B15,59] 1,815,591
Balance as at June 30, 2016 13,000,000 (73,963,386) (60,963.386)
Total comprehensive income for the year ;

Loss for the year . (4,339.074) {4,339.074)

Loss on remeasurement of defined benefit liability = (15,262) {15,262}

, {4,354,339) {4,354336)

Transfer from surplus on revaluation of
[ixed assets incremental depreciation-net of deferred tax 15 - 1,640,062 1,640,062
Balance as at Jung 30, 2017 13,000,000 (T6,677,660) (63,.677.660)
The annexed notes from 1 to 41 form an integral part of these financial statements. E

WL A Sl

DIRECTOR
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ELAHI COTTON MILLS LIMITED
NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED JUNE 30, 2017

1.1

2.1

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 [-9, Industrial Area, Islamabad. The principal business of the Company is manulacture
and sale of yarn.

The Company incurred a net loss of Rs. 4.339 million (2016; Rs, 4,026 million) during the year
ended June 30, 2017 and, as of that date, the Company's current liabilities exceeded its current
assets by Rs. 060,982 million (2016: Rs. 67.448 million), The Company has accumulated loss of
Rs. 76.678 million (2016; Bs. 73.963 million). The Company’s accumulated losses exceeded the
issucd, subscribed and paid up capital by Rs. 63.678 million. These conditions indicate the
existence of material uncertainty which may cast doubt about the Company's ability to continue as
E0INZ CONCEm.

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 and based on
projections, demonstrate increases in revenue and cash [Tows and hence improvement in the
financial performance and position of the company, for the year ending December 31, 2018
onwaris.

BASIS OF PREPARATION
Statement of compliance

These financial statemen(s have been prepared in accordance with approved accounting standards
as applicable in Pakistan. Approved accounting standards comprise of such International
Financial Reporting Standards (IFRS) 1ssued by the International Accounting Standards Board as
are notified under the Companies Ordinance, 1984, provisions of and directives issued under the
repealed Companies Ordinance, 1984, In case requirements differ, the provisions or directives of
the repealed Companies Ordinance, 1984 shall prevail,

The financial statements of the Company have been prepared in accordance with the provisions of
the repealed Companies Ordinance, 1984 as per the directive of Securities and Exchange
Commission of Pakistan issued vide Circular No. 17 dated July 20, 2017.

Al
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2.2

2.3

31

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 excepl for
cash flow information.

The preparation of these financial statements in conformity with approved accounting standards
requires the management to exercisc 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 n
note 4.25,

Funetional 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

Amendments that are effeetive in current year but not relevant to the Company

The Company has adopted the amendments to the following approved accounting standards as
applicable in Pakistan which became effective during the year from the dates mentioned below
against the respective standards:

Effective date
{annual periods
heginning on or

after)
IFRS § Non-current Asscts Held for Sale and Discontinued Operations  January 01, 2016
IFRS 7 Financial Instruments; Disclosures January 01, 2000
IFRS 10 Consolidated Financial Statements January 01, 2016
IFES 11 Joint Arrangements January 01, 2016
IFRS 12 hsclosure of Interests in Other Entities January 01, 20016
IAS | Presentation of Financial Statements January 01, 2016
IAS 16 Property, Plant and Equipment January 01,2016
IAS 19 Employee Benefits January 01,2016
IAS 27 Separale Financial Statements Tanuary 01,2016
IAS 28 Investment in Associates and Joint Ventures January 01,2016
TAS 34 Interim Financial Reporting January 01, 2016
IAS 3% Intangible Assets January 01, 2016
IAS 41 Agriculiure January 01, 2016

Page - 2
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32 Amendments not yet elfective

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

Effective date
{annual periods
beginning on or

after)

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

IFRS 4 Insurance Contract - Amendments regarding a temporary
exemption from IFRS 9 has been granted 1o insurers and an
optional accounting policy choice has been introduced to allow
an insurer to apply the overlay approach to designated financial
assets when it first applies IFRS 9 January 01, 2018

IFRS 10 Consolidated Financial Statements - Amendments regarding the

gale or contribution of assets between an investor and its Deferred
associale or joinl venture indefinitely
1AS5 7 Statement of Cash Nows - The amendments in Disclosure

Initiative that entities shall provide disclosures that enable vsers
of financial statements to evaluate changes in liabilities arising
from financing activities January 01, 2017

IAS 12 Income Taxes - Amendment to clarify the requirements on
recognition of deferred tax assets for unrealised losses on debt

instruments measured at fair value January 01, 2017

IAS 28 Investment in Associates and Joint YVentures - Clarification that
an entities may elect, at initial recognition, to measure
investments in an associate or joint vienture at fair value through

profit or loss separately for cach associale or joinl venlure Deferred
measuring an associate or joint venture at fair value indefinitely
TAS 40 Investment Property - amendment to state that an entity shall

transfer a property to, or from, investment property when, and
only when, there is evidence of a change in use, A change of use
occurs if property meets, or ceases to meet, the definition of
investment property Januvary 01, 2018

The management anticipates that the adoption of the above amendments in future perieds will
have no material impact on the Company's financial statements,

i
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33  Standards or interpretations not vet effective

4.1

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

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

IFRE 17 Insurance Contracts

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 heen 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 imparment, il 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 rencwals and repairs are capitalized and the assets so replaced arc retired. Minor renewals
or replacement, maintenance and repairs are charged to income as and when incurred. Gains or
losses on disposal of properly, plant and equipment are accounted for as profit or loss for the year.

A
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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 10 buyers, Gain and losses on disposal are determined by comparing the
proceeds with the carrving 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 excced the estimated recoverable
amount, assels 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 al 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 al 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:

-
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4.6

4.7

4.8

4.9

- Raw materials - al 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

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 thercon.
Trade receivables

Trade reccivables are recognized and carried at original invoiced amount which 1s fair value of
the consideration to be received in fulure. 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 1o 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 50 desighated 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 camed at nominal amounts.

Share capital

Share capital is classified as equity and recognized at the face value. Incremental costs directly

altributable to the issue of new shares are shown as a deduction in equity.

Ah—
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4.10 Stall retirement benefits

4.11

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 umt 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",

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, n which
case it is recognized in equity.

Current

Provision for current taxation 15 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/egal 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 liabilitics are measured at the 1ax ratcs that are expected to apply to the
period when the lability is settled based on tax rates thal 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.
A
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4.12

4.13

4.14

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, excepl atherwise
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 1o profit
and loss account in the period in which these are incurred.

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 cvent, it is probable that an outflow of resources embadying
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 cach balance sheet date
and adjusted 1o 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
goads 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 [ollowing basis:

Local sales are recorded on dispatch of goods to customers,
Scrap sales are recognized when delivery 13 made to customers.
Interest income is recognized as revenue on time proportion basis.

Page - &



4.16

4.17

4.18

4.19

4.20

Earnings per share

The Company presents eamings per share (EPS) data for its ordinary shares. Basic EFS is
calculated by dividing the profit or loss attributable to ordinary sharcholders of the Company by
weighted average number of ordinary shares outstanding during the vear. 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
chares.

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 al normal commercial rates on the same lerms and conditions as third party
transactions using valuation modes as admissible.

Dividend and apportioning to reserves

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

Financial instrumenis

Fi:}.ancia] asscts

The Company classifies its financial assets in the following categories: at fair value through profit
or loss, loans and receivables, held to matunty and available for sale. The classification depends
on the purmpose 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 debis’, 'loans and advances, deposits’, ‘other
receivables’ and ‘cash and cash equivalents' in the balance sheet.

-
Page -9



4.21

4.22

Impairment

At the end of each reporting period the Company asscsses whether there is an objective evidence
that a financial asset or group of financial assets 1s 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 resull of one or more events that occurred after the nitial recognition of the
assel (a "loss event") and that loss event (or evenis) 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 ohjectively 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 liabilitics arc recognized at the time when the Company becomes a parly to the
contractual provisions of the instrument,

Recognition and measurement

All financial assets and liabilities are initially measured at cost, which is the fair valve 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.

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 arc
extinguished i.e. when the obligation specified in the contract 13 discharged, cancelled or expired.

Offsetting of financial assets and financial liabilities

A financial asset and a financial liability is offsel and the net amount is repored in the balance
sheet if the Company has a legally enforceable right to set-off the recognized amounts and intends
gither to settle on a net bagis or 1o realize the assets and settle the Lability 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 liabilitics in foreign currencies are
translated into Pak Rupees at the rates of exchange prevailing at the balance shect date. Exchange

gains and losses are included in the profit and loss acwu‘:a._
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4.23

4.24

4.25

a)

b)

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
outfllow of resources embodying economic benefits will be required 1o settle the obligation, or the
amount of the obligation cannot be measured with sufficient reliability.

Scgment reporting

An operating segment is a component of the Company that engages in business activities from
which it may eam 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 eritical 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 policics in many areas. Actual results may differ from estimates caleulated using these
judgments and assumptions.

The arcas invelving critical accounting estimates and significant assumptions concerning the
future are discussed below:-

Provision for inventory obsolescence and doubtful receivables

The Company reviews the cammying 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 stape and where the Company considers that its view on items of

material nature 18 in accordance with law, the amounts are shown as contingent liabilities.
.-
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d)

Property, plant and cquipment

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 cstimates with respect
to residual values and useful lives, Further, the Company reviews the value of the assets for
possible impainment on an annual basis. Any change in these estimates in future vears might
affect the camying amounts of the respeclive items of property, plant and egquipment with
corresponding eflect 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 (o 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 stalements.

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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. 4

OPERATING FIXED ASSETS

The fallowing is the siztement of operating fixed assels;

A ; Faciory
Free hold LEmildings Furniture Puower anal = s
Description land ““ﬂ__.m_”mlﬂ:"__ fixture amd “.”_n._n“_m“”n_._“ wther E:“M“Mhﬁnun Mlotor vehicles Tedal
Residential Factory affice equipment installations e
Hupees
Y ear emléd June 30, 20017
Metl carrying value hasis
Opening book valos Si, 700,000 I6166TE B 249890 24 841 267 o1, 1E1 203 X249 26 47,430 545203 G4 3T
Additions - - - - - . - - - -
_..Emﬂ..-._m...._._ = i _“ﬂ.-._—..w._w_m.._ -2 < - . . - {(E7,293)
Diepaeciption charge - (IB0.854Y  (BX3 630 (244,127 (i LE (67h {22 B} 1£,743) {10F, 0, (3638 47H)
Closing et book valae S5, T ) 3455 844 u_uwt..um_q wm_ru__u._.a_u bl WEE 156 ik, 314 TEGET 436, |62 QkE45,274
Giross carrying valug basis
Costrevalue 56, 00,0 5645385 23095084 HI2213 260 1041252 A, 3260443 FRLE L LA A0 175,372 8440
Agcusmulated depreciation - 2209541 15755117 59 866, 120 450,252 4,464 2,054,108 1,525,200 I 5ed, 55 B4, 727,564
men book value A6, FOL (=H) m_.nuu..mﬂ 1,330 9F 22357 140 L] kL mgrwz. TE GET 456,16 Aip 645,274
Yewremded Jame 30, 2004
Nt carrying value basis
Oipening bock value S, T, 00 B0 050 9 feG 548 261507 112340 M3 221,155 7144 81,502 T AL 104
Adlditions - - - QR 030 - - 31,03 . . 254,050
Depreciation charge - : {2,650, 560 {11,235) {110y (228915 9,714} {136,300 {3,984, 109)
Closing net book value 36, T 0l 1itg6TE 8249 B0 24,841 Hh7 100011 21K 219,264 E7.4MF 345,203 B4, 571,045
—e i, .y ——
Giross carrving value basis
Caslrevalue 56, T00 00 5645388 23 324 387 b e 1,041,242 3,000 2 260,443 20H11 ERT 3400, 530 175,602,143
Accumulued depreciation - TOZRTHT 15074497 57362 002 b U BTl 4797 2L 1,914 457 _.muum_.m_w 80,231,098
Mel book value S, 00000 3606.6TH E 249 B30 T4 B4 1 26T L1110 203 225 A 7450 uh..._.m_..._m 4 m.“__ (g
Anneal rule of deprecintion (s} . S 4 109% 10%% 331% 1% 11%4 %
T 016
Mute Rupees Hupeees
Dreprvciation has been allocaied as Colbows:
Cast ol sules 23 1338426 3646,122
Adminisirative expenses 24 0005 337,587
5E5EATR 3 9R4 105
The follewing nperating fixed assers were dipssed off during the year: =
Description Accumulated | Med hook Maode af
Note Costl revalued et lisa Sale procecds i Partbeulars of buyers
Rupoes
Building - fagtory 33 230303 1420 H7.293 433,400 Megotation  Oovernmest ol Punjab
Jume M, 2017 219,303 142,000 7.3 433,500
Jume M, 2016 - - . .
e
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3.3

6.1

1.1

8.1

This represents a portion of boundary wall of the manufacturing mill, which has been
demolished for the dualization and improvement of Mandra Chakwal Road. The Land
Acquisition Collector/ Assitant Commissioner, Gujar Khan, Government of Punjab has
commensated the company for the demlolished wall,

2017 2016
Note Rupees Rupees
LOANS AND ADVANCES
Unsecured
Considered good
Opening balance 1,371,008 1,248,761
Loan given to employees during the year 350,251 346,997
Payment received during the year {246,5000) {224,750)
1,474,759 1371008
Less: Current portion shown under current
asscts 10 { 103,000) (166,500)
1,371,759 1,204,508

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.

2017 2016
Rupees Rupees
STORES, SPARES AND LOOSE TOOLS
Stores 1,395,965 1,178,536
Spares 20,750 44,352
Fair price shop 33,097 50,721
1.449,812 1,273,609

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.

2017 2016
Note Rupees Rupees
STOCK IN TRADE
Faw material 4,145,028 2,309,909
Work in process 1,952,731 2047107
Finished goods 2.1 3679685 6,032,097
Wasic 16,834 6,432

9,794,278 10,395,345

This includes net off amount of Rs. Nil (2016: Rs. 0.105 million) charged against NRV to carry
out finished goods at Fair value less cost to sell. During the last year, write down in the carrying
value of finished goods in hand amounting to Rs.2.163 million has been recorded on account of
net realisable value being lower than cost.

A
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Mote
9 TRADE DEBTS

Unsecured
Local
Considered good
Considered doubtiul

Less: Provision for doubtliul debts 9.1

2.1 Movement in provision for doubtful debis is
as follows:

Opening balance
Charge for the vear 25

Written off during the year
Closing balance

10 ADVANCES
Unsecured-considered good
Advances to employees f
Advances to suppliers
11 TAX REFUNDS DUE FROM GOVERNMENT
Income tax
Bale tax
12 TAXATION - NET

Balance at beginming of the year
Prior year adjustment

Transferred to tax refunds due from government
Provision for the vear 28

Less: Payment/adjustment
Closing balance receivable

Page - 15

a0m7 2016
Rupees Rupees
7,202,424 7.513,609
- 1,680,367
7,202 424 9,193,976
. (1.680,367)
7.202 424 7,513,609
1,680,367 -
- 1,680,367
(1,680,367) -
- 1,680,367
103,000 166,500
105,376 506,488
208,376 672,988
122,409 26,129
92,860 -
215,269 26,329
3.775 {565,009)
92,305 -
06,080 (565.009)
(96,080) :

- (565,009)
(3,218,434) (2.837.036)
{3.218,434) {3.402,045)

3,202,903 3,405,820
(15,531) 3,775
A
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14

14.1

14.2

Note
CASH AND BANK BALANCES
Cash in hand
Cash at banks:
Current accounts
Saving account 13.1

2017 2016
Rupecs Rupees
270 878 443 132
2,982,926 2,446,632
4,972,091 2,228,565
8214 ROS 5,118,329

Saving account carmes mark up at the rates ranging from (.02% o 0.06% (2016: 0.03% to

0.05%) per annurm.

SHARE CAPITAL

Authorized share capital:

This represents 5,000,000 (2016 : 5,000,000} ordinary shares of Rs. 10 cach amounting to Rs.

50,000,000 (2016 : Rs. S0,000,000).

[ssued, subscribed and paid up capital:

Mumber of ordinary
shares of Rs. 10/~ each
2017 2016

Fully paid

|, 300,000 1,300,000 in cash

SURPLUS ON REVALUATION OF
OPERATING FIXED ASSETS

Ralance brought forward

Less: Transferred to equity in respect of
incremental depreciation charged during
the yvear - (net of deferred tax)
Felated deferred tax hability during the
vear transferred to profit and loss account

Related deferred tax effect:

Balance as at July 01

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

Lesgs:

Less:
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2017 2016
Rupees Rupees
13,000,000 13,000,000
B1.472,190 84,065,891

1,640,061 1,815,591

702,884 778,110

2,342 946 2,553,701
79,129,244 R1.472. 19

1,322,376 8300486

(702,884) (778,110}

6,819,492 71,522,376

72,309,752

73,949 814
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16.1

The Company has revalued its frechold land, buildings and plant and machinery on June 30,
2014 by independent valuer Mis 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 frechold 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 bmlding. At that date, the revaluation resulted in a
surplus of Rs. 33,215,659 of these assets.

Under the requirements of the Companies Ordinance, 1984, the Company cannot use the
surplus except for setting oft the losses arising out of the disposal of the revalued assets, losses
arising oul 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:

2017 2016
Note Rupecs Rupees

Freehold land 302,395 102,395
Buildings on freehold land 1,159 986 1,221,038
Plant and machinery 5,931,536 6, 5,596
DEFERRED LIABILITIES
Staff retirement benefits - gratuity 16.1 0.9, 152 TIT1E595
Deferred taxation 16.2 8,167,253 £,941,839

17,958,405 16,060,434

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, 2017 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 serviee is greater than
what the Company has assumed. Since the bencfit is calculated on the final salary, the benefit
amount would also increase proportionately,

Asset volatility - Presently the Company 15 not exposed to asset volatility nsk.

Discount rate fluctuation - The plan liabilities are caleulated 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.
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Investment risks - The risk of the investment underperforming and not being sufficient o meet
the Habilities. This risk is mitigated by closely monitoring the performance of investment.

Risk of insufficiency of asse¢ts - This is managed by making regular contribution to the Fund as

advised by the actuary.

Principal actuarial assumptions

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

Driscount 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 delined 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

MNon current portion

Current portion
Charge for the year
Remeasurement chargeable to other

comprehensive income

Transferred to current liabilities
‘Benefits paid during the year
Closing net liahility

16.1.3 Movement in present value of defined
benefit obligations

Opening present value of defined henefit obligations
Mon current poriion
Current portion

Current service cost for the vear

Interest cost for the vear

Transferred to current liabilities

Benefits paid during the year

Remcasurement loss / {gain) on obligation

Closing present value of defined benefit obligations

Page - I8

2017 2016
Rupees Rupees
725 7.25
6.25 6.25
SLIC{2001-05)
9,791,152 T.11R,595
9,791,152 7,118,595
7,118,595 5,951,071
134,650
3,594,395 2,539,654
15,262 (191.460)
{137,600) {134,650)
{(934,150) (1,046,020)
9,791,152 7,118,595
T.118,595 5,951,071
134,650
3,112,267 2,051,129
482,128 488,525
(137,600) (134,650)
(934,150) (1,046,020)
15,262 [191.460)
0,791,152 7,118,595
/o



16.1.4

16.1.5

16.1.6

16.1.7

16.1.8

16.2

2017 2016
Rupees Rupees
Charge for the vear
Current service cost 3,112,267 2.051.129
Interest cost 482,128 488,525
Charge for the year 3,594,395 2,539,654
Remeasurement chargeable to other
comprehensive income
Remeasurement loss / (gain) on obligation 15,262 {1491,460)

This is fourth 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 0,176,032 10,520,900
Salary increase 10,520,900] 0,165,301

The charge in respect of defined benefit plan for the year ending June 30, 2018 is estimated to
be Rs. 3.874 muallion.

Deferred taxation

Deferred tax liabilitics / (assets) ansing due to taxable temporary tming differences are as
follows:

207 2010
Rupees Rupees

Accelerated tax depreciation 1,347,761 1419463
Surplus on revaluation of fixed assets 6,819,452 7,922,376

%.167.253 £.041,839

iy i
Tax rate used 0% 0%
- -
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16.3

164

17

17.1

7.2

I8

181

Deferred tax asset of Rs. 523,131 (2016: Rs. 865,667) 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.

In view of judgment of Sindh High Court vide ITRA No. 132 of 2011 dated May 07, 2013, the
benelit of section 113 (2) (c) 15 no more available to the taxpayer. Accordingly minimum tax
paid in previous years due W losses cannot be adjusted from the tax liability of subsequent
vears, Therelore deferred tax assets on turnover tax amounting to Rs. 3.972 million has been
not been disclosed during the vear,

2017 2016
Note Rupees Rupees
LONG TERM LOAN FROM DIRECTORS
Balance brought forward 17.1 67,882,547 69057547
Additions during the year = #
Payments during the year ( 200, 000) (1,175,000)
67,682,547 67,882,547
Less: Current portion shown under current liabilities (67,682,547 (67,882,547T)

This represents unsecured interest free loan from two directors and Chief Executive of the
Company. The loan was payable on July 01, 2015. As these are now payable on demand,
therefore all amounts had been transferred to current liabilities in the financial statements.

The maximum aggregate amount due to directors at the end of any month during the year was
Rs 67 882 547 (2016: Rs, 69.057.547).

2017 2016
MNote Rupees Rupees
DUE TO ASSOCIATED UNDERTAKING
Unsecured _
International Beverages (Private) Limited
Opening balance 9.916,077 12,416,077
Paid duning the vear - (2, 300.000)
18.1 9.916,077 9.916,077

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.

e
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19.1

21

21.2

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 repavable to IBL on July 01, 2015, As these are now payable on demand,
therefore all amounts had been transferred to current liabilities in the financial statements.

The maximum aggregate amount due to associated undertaking at the end of any month during
the year was Rs. 9,916,077 (2016: Rs. 12.416,07 7).

2017 2016
Note Rupees Rupees
SHORT TERM LOAN FROM DIRECTORS
Balance brought forward 4. 350,000 -
Additions during the year 750,004 4,350,000
19.] 5,100,000 4,350,000

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

2017 2016
Rupees Hupees

TRADE AND OTHER PAYABLES

Lreditors 126,883 [,545.926
Accrued expenses 4,446,950 5,537.221
Advances from customers 6,108,714 2,355,764
Government dues 422 373 373,038
Unclaimed dividend 248,165 248,165
Income tax pavahble 39.552 61,503
Sales tax due (o government 1,686 126,043
Sales tax payable 14,573 BR.057
Giratuity payable 137,600 134,650

11,546,496 10,470,372

CONTINGENCIES AND COMMITMENTS

CONTINGENCIES

I'here was no contingent liability of the Company as at the balance sheet date (2016: Nil).
COMMITMENTS

There were no commitments for capital expenditures as at the balance sheet date (2016: Nil).

A
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SALES

Yarn
Wasle

Less: sales tax

COST OF SALES

Raw material consumed

Store and spares consumed
Salaries, wages and other bencfits
Power charges

Insurance

Repairs and maintenance
Depreciation

Work in process
Opening
Closing

Cost of poods 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

Page - 22

MNote

231

232
23.3

5.1

2017 2016
Rupees Rupees
321,348,985 291,825,826
361,783 301,175
321,710,768 262127001
(885,496) (8,508,552}
320,825,272 283,618,449
212,222,044 185,939,894
10,453,122 Q. 666,686
53,014,652 46,896,240
36,521,061 35,831,792
279091 255.963
225,175 106,240
3,338,426 3,646,122
316,053,571 282,542 937
2047107 2,386,497
(1,852,731) (2.047,107)
94,376 339 3%
316,147,947 282,882,327
6,032,097 2,220,440
(3,679,685} (6,032,097)
2,352 412 (3,811,657)
6,432 12,456
(16,834} (6,432}
(10.402) 6,024
318,489,957 279,076,694
2,309,909 3,485,972
214,057,163 184,763,831
216,367,072 | B8,249,803
{4,145,028) (2,309,909,
212,222 044 185,939,894
A
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233

24

24.1

24.2

15

2017 2010
Note Rupees Rupees
Stores and loose toals consumed
Opening stock 1,222 888 1,461,627
Add: Purchases 10,646,949 09427 947
11,869 837 10,889 574
Less: Closing stock (1,416,715) (1,222.88%)
10,453,122 9,666,686

Salaries, wages and other benefits includes an amount of Rs. 3,794,208 (2016; Rs, 1,977,233) in

respect of stafl retirement benefits,

2017 2016
Naote Rupees Rupees

ADMINISTRATIVE EXPENSES
Direciors’ remuneration 29 278,400 278,400
Salaries and other benefits 24.1 2 906,601 2,520,510
Telephone expenses 71,690 64,913
Motor running expenses 450,121 382,911
Printing, stationery and periodicals 42,100 55,802
Rent 300,000 240000
Rates and taxes 255,381 11,129
Advertisement 51,000 25,000
Traveling and conveyance 76,250 62,220
Repair and mamienance - 11,320
Entertainment 78,855 T1.579
Subscription and membership fec 208,702 609,177
Depreciation 5.1 300,052 137,087

Donation 24.2 100,000 -

(ither expenses 096,245 81,947
—S 215,397 4 T58 895

Salaries and other benefits include Rs. 465,987 (2016: Rs, 562,421) in respect of staff retirement

henelits.

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.

2m7 2016
Note Rupees Rupees
OTHER OPERATING CHARGES
Legal and professional expenses 125,273 144,091
Auditor's remuneration 25.1 250,000 250,000
Provision for doubtful debts 0.1 - 1,680,367
375273 2074 458
.
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26

207 2016

Note Rupees Rupees
Auditors' remuneration
Aundit fee 2000, (WD 200 000
Review of half year financial statements S0, 0000 S0.000
250,000 250,000
OTHER INCOMI
Income from non-financial assels
Scrap sales 84,297 85,169
Bank profit 1,013 2 468
Gain on sale of fixed asset B46.507 :
Liabihities written back 26.1 347,683 .
1,273, 5K} 87,637

This represents the long unclaimed outstanding balances payable to vendors written back with the
approval of the Board.

27 2016
Note Rupees Rupees
FINANCIAL CHARGES
Mark-upfinterest on:
Bank commussion and charges 5,676 8,230
5676 8.230
TAXATION
Provision for taxation
Current 3218 434 2837036
Prior year adjustment 284 (92,305) (135,400)
* Deferred (774,586) (BE7.091)
== 2.351,543 1.814,545

Mumerical 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 vear and prior vear.

The applicable income tax rate was reduced from 32% to 31% for the yvear on account of the
changes made to Income Tax Ordinance 2001 through Finance Act, 2017,

The applicable income tax rate lor subsequent years beyond Tax year 2017 was reduced to 30% on
account of changes made to Income Tax Ordinance 2001 through Finance Act 2017, 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 claimed under section 65 of the Income Tax Ordinance, 2001, on plant
and machinery.
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k)

<)

d)

REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES

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

of the Company is as follows:

2017 2006
2 ..H_.:_m&. Directors | Executives Total ..H_._pﬁ.,., Directors | Execcutives Tuotal
Executive Executive
[Hupees)
Managerial remuneration 278,400 - 920,000 1,198,400 278,400 - 9049, 000 1,187,400
Bonus . - - - - - - .
Staft retirement benefits . - 77000 77,000 - . 76, M0 To,000
Medical 27.265 - - 27,2635 = - - -
Ltilities y . p . . . - .
Oithers . = z E & £ >y L
Tal 305,665 - o7 000 1,302,665 278,400 - QR5.000 1,263,400
s armeey —r ————— —
N _ s ——— e —— P, T
Number of persons l 6 1 8 I ] 1 8
—_—— D

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

The aggregate amount charged in the financial statements for remuneration, including all benefits to Executive directors and Non exccutive
directors of the Company is as follows:

Managerial remuneration

Number of persons

2017 2016

Executive Non Executive Executive Non Executive

T Total
Directors Directors . Dircctors Directors ot

{ Rupees)
27R. 400 - 278,400 278,400 - 278,400
“ —= — i j LT
2 7 2 7
e E—— —_——

No remuneration / benefits were paid to the non executive directors during the current vear and preceding financial vears.
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31.1

31.2

3Lk3

LOSS PER SHARE - BASIC AND DILUTED

There 1s no dilutive effect on the basic earmings per share of the Company, which is based on:

27 20l &
Rupees Rupees
Loss afier taxation (4,339.074) (4.026,730)
Number of shares

Weighted average number of ordinary shares at the
end of the year 1,300,000 1. 300,000

—_———a e

Rupees

Loss per share - basic and diluted (3.34) {3.10)

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
associaled undertakings involve advance for working capital requirements. These transactions
including remuneration to key management personnel under the terms of their employment are
as follows:

2017 2016
Rupees Rupees

Transaction with the  Nature of Transaction
Companies
International Beverages  Payment made against balance
(Private) Limited duc to associated undertaking - 2,500,000
Taj Mills Limited Rent paid / payable 300,000 240,000
Directors Short term loan for working

capital requirements 750,000 4,350,000

Adjustment / repayment of long

term finance (200,000 i(1,175,0000)

Compensation to key management personnel

The details of compensation paid to key management personnel are shown under the heading of
"Remuneration of Chiel” Execotive, Directors and Execubive (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 al June 30, 2017 are included in
"Long/short term loan from directors” (note 17 & 19) and "Due to associated undertaking” (note
18).
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32 FINANCIAL ASSETS AND LIABILITIES

The Company’s exposure 1o inlerest e risk on its financial assets and liabilitics are summarized as follows: -

2007
Inferestmark up bearing Mot interest
Tatal Maturity  Maturily fmark up
up toome  after one bearing
year YEar Sub-total
Rupes
Financial asscis
Losns and receivables st amortized cost
Long term securily deposiis FE.A810 . - = ]
Trade debts 1.202 424 . . - T.202.424
Loans and pdvances 1,474,759 . - = 1,474,750
Cash and bank balances 8.234 Ros 4 9T 00 g 4972001 3,262 804
[7. 830 888 4 97209 48972041 | 2,858,797
Financial liabilitics
Financial liabilities carried at smortized cost
Current portion of long term toan from direciors 67,682,547 - - 67,683,547
Short term loan from directors 2, 0,000 - 5. 100, (00
Provision for gratuity 0,791,152 - . 9.7091,152
De to associated undertaking L916077 - - 0016077
Trade and other pavables 4,959 508 - - 4,959 598
U7 A49,374 - - - 97449574
O balance sheel pap (T0618486) 4972 (A1 - 4,972,091 {R4,500,577
MY balance sheet itemis
Financial commitments: - —.. " - - -
Total Gap (79.618486) 4972091 - 4,972,091 (84,590,577
2016
Interest/mark up bearing Mol interest
Total Maturily Malurily Imark up
up toone  afler one bearing
year Yeur Sub-total
Rupees
Financial asseis
Loans and receivables at amortized cost
Lomg term ::nl:urh:,r depnsits GIRRIN - - SR B0
Trade debis 7,513,609 - 1513608
Loans and advances 1,371,008 - - - 1371008
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 liabilitics
Financial liabilities carried af amoriieed cosi
Current portion of long term loan from directars 67,882,547 - - 67,882,547
Khoret tenn loan from direcions 4,5 50,000 4,350 00Kk
Provision for gratuity T 118,593 - - - 7,118,595
D b associated underaking 2916077 - - - 9900077
Trade and other pavables 7,465,962 - - - 7,463,562
Y6, 713,181 - - - 96,733,181
On balance sheet gap (B1,811.425% 2,228,565 - 2,228,565 [ B2 030 Q00
(MY balance sheet items
Financial commitments: - - - - -
Total Gap (B1,811,425) 2,228,565 - 2,228 565 (84,059,900

Elfective interest rales are mentioned in the respective nodes 1o the fnancial statements,
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33.2

FINANCIAL RISK MANAGEMENT OBJIECTIVES 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 ongoeing identification,
measurement and monitoring, subject to risk limits and other controls. The process of risk management is
crtical to the Company’s continuing profitability. The Company is exposed to credit risk, liguidity risk
and market risk (which includes currency risk, interest rate risk and price risk) arising from the financial
instruments it holds.

The Company linances its operations through equity, borrowings and management of working capital with
a view fo 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. 17.830 million (2016: Rs. 14.922 million). the financial
assets which are subject to credit risk amounted to Rs. 17.551 million (2016: Rs. 14479 million). The
carrving amounts of financial assets exposed 1o credit risk at reporting date are as under:

2017 2016

Rupees Rupces
Long term security deposits 018,810 918,810
Trade debis 7,202,424 7.513.609
Loans and advances 1,474,759 1,371,008
Bank balances 7,955,017 4,675,197
17,551,010 14,478,624

The aging of trade debts at the reporting date is as follows:
1-30) days 3,157,096 5,401,697
30-60 days 936,282 303,584
60-365 days 3051972 1,776,449
Over one year 6,674 31,379
?.E{IE‘EJI-# 7,513,609
H_
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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 faciors. Where considered
necessary, advance payments are obtained from certain parties.

The exposure 1o 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 visk

Concentration of credit nsk anses 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
o be similarly affected by the changes in economie, 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.

Liguidity 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 liguidity 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
netling agreements, if any:

Carrying  Contractual  Sis monihs Six o e Two to Over
to
" Amount Cash or bess Twelve T Tive five
Flows months  years years YEurs
Rupees
2017
Deferred liakilitics &,7%1,152 9,791,152 - " - - S 791,152
Lomg term loan from
directors 67,682,547 6T 682,547 - 67,682,547 -
Shori term boan
from directors 5, L0, MM 5,100,000 - 5, 1, 00 -
e to associated
urdertaking D916,07TT 9906077 - 9.916,077 -
Trade and other
payales 11,546,496 11546496  STTIME SITIMME . . .
104,036,272 104,036,272 5,773,248 BRATIETZ . - Q791,152
— —
e
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(i)

(i)

Carrving  Condraciual  Six months Six tn (Ine Twa o {wer

Amaunt Cash or hess Twelve II':r five five
Flows months  years years YOS
Rupees
2006
Digferred linkilities T,118,595 T8 59% - - - - 118,595
Long term loan from
directions 67,882,547 6T BBZ 34T - 67882547 -
Short term boan
from direclors 4,350,000 4,350,006 - 4,350,000 - ’ E
Dt mssosiated
underiaking 9916077 9916077 - 9BIE0TT -
Trade and other
payables 10470372 10,470,372 5,235,186 S.235.1%6 . . -
a7 W TR 5235186 87383810 . E T118.595
Market risk

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

Currency risk

Currency risk 18 the risk that the fair value or future cash flows of a financial instrument will fluchiate
because of changes in foreign exchange rates. Currency risk arise in financial instruments that arc
denominated in foreign currencies i.e. in a currency other than the functional currency in which they are
measured.

Presently the Company is not exposad to foreign currency risk.
Interest rate risk
Interest rote risk 15 the risk that the far valee or future cnsh flows of a financial instrument will uctuate

because of changes in market interest rates. Majority of the interest rate exposure arises from long term
loans and short borrowings.

7 2016 2017 2016
Rates Carrying amount
In Percemt 0 =seeeeeee Rupees -------- =
Financial assets
Bank balances 0020006 0.03100.05 4,972,001 2,228,565
p—.
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Cash flow sensitivity analvsis for variable rate instruments

A change of 100 basis points in interest rales at the reporting date would have increase / (decrease) profit
tor the yvear by the amounts shown below. This analysis assumes that all other variables, in particular
foreign currency rates, remain constant. The analysis 15 performed on the same basis for the prior vear.

Profit and loss (post tax)

100 bps 100 bps
increase decrease
-- Rupees —------
As at June 30, 2017
Cash flow sensitivity - Variable rate financial liabilities 34,307 (34.307)
As at June 30, 2016
Cash flow sensitivity - Variable rate financial liabilities 15,377 {15,377)

The sensitivity analysis prepared is not necessarily indicative of the effects on profit for the vear and assets
{ liahilities of the Company.

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 10 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 uctvate 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
knowlédgeable willing partics 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,

Carrying Amount | Fair value Level 1 Level 2 Level 3
June 30, 20017 Rupees Rupees Rupees Rupees Rupees
Amsels carmed at fair value 17,830,888 17 830,888 17,830 8RR - =
—_—
June 30, 2016
Assels carried at fair value 14,921,756  14.921,756 14,921,756 - -
-
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343

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

Fair value of land and building are based on assumptions considered 1o 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 i the
valuation.

Valuation technigues 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 [ool 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 efc.;
- Diperational capacity;

- Present physical condition;

- Resale prospects; and

- Obsolescence.

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:

2017 2016
Rupees Rupees
Opening balance (level 3 recurring fair values) 24,841,267 26,615,079
Additions - Cost - 023,050
Depreciation charge (2,484,127) (2,096,862)
Closing balance (level 3 recurring fair values) 22,157,140 24,841,267
H—
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There were no transfers between levels 2 and 3 for recurring fair value measurements during the vear.

Had there been no revaluation, the net book value of the specific classes of operating assets have been 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 povernment yicld
curve al the reporting date plus an adequate credil 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 shorl term in
nature, fair value significantly approximates to carrying value.

Fair value hierarchy
International Financial Reporting Standard (IFES) 13, "Fair Value Measurement” requires the Company to
classify fair value measurements using a fair value hicrarchy 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 Lability
etther directly (1.e. as prices) or indirectly (1.e. denved 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.

Determination of fair values
A number of the Company's accounting polices and disclosures require the determination of fair value, for

baoth financial and non-financial assets and liabilitics. Fair values have been determined of measerement 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.

o
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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 1o "All Shares Islamic Index”

June 30, June 30,
2017 2016
Rupees Rupeces
Description Explanation
Loans and advances Non-interest bearing - -
Deposits Non-interest bearing -
Segment revenue The Company has only one segment -
Bank balances as at Placed under interest arrangement -
Tune 30, Placed under Shariah permissible
arrangements 4,972,091 2,228,565
Income on bank Maced under interest arrangement - -
deposits Placed under Shariah permissible
arrangements - 302
Gamf{loss) on available-
for-sale investments . _
Dividend income 5
All sources of other income Disclosed in note 26 1,273,500 87637
Exchange gain Eamned from actual currency ; -
Relationship with banks having
Islamic windows 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 sharcholders. There were no changes 1o
the Company's approach to capital management during the year and the Company is not subject 1o
externally imposed capital requirements,
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207 2016

Numbers Mumbers
37 PLANT CAPACITY, PRODUCTION AND EMPLOYEES
No. of spindles installed 1,548 T7.548
Installed capacity converied into 20°s count 1hs. 5,940,512 5,682,229
Actual production converted into 20' count 1bs. 3918770 3,813,910
Actual production in lbs, 3,852 (00 3,565 800
Averape count manufactured 20 21
Mo. of shifts worked daily 2 2

37.1  Reasons for under utilization of capacity

The Company could not achieve the installed capacity due to excessive electricity shul down which
resulted in decrease in one production shifi.

38 NUMBER OF EMPLOYEES

The number of employees as at year end was 256 (2016: 248) and average number of employecs during the
year was 254 (2016 242).

39  CORRESPONDING FIGURES
Comresponding 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.

40 DATE OF AUTHORIZATION FOR ISSUE

These financial statements are authorized for issue by the Board of Directors on 2 6 SEP 2017

41  GENERAL

Figures have been rounded off to the nearest rupee,
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ELAHI COTTOMN MILLS LIMITED

Catagories of Shareholding required under Code of Corporate Governance (CCG)

Az on June 30, 2017

Mao. u-f.'E‘TI'r_arﬁ

Sr. Mo, Marme Held Percentage

Associated Companies, Undertakings and Related Parties (Mame Wise Detail):

Mutual Funds (Name Wise Detail)

Directors and their Spouse and Minor Children (Mame Wise Detail):
1 ME. MAHBOOBR ELAHI (C0C) S63 200 43,323
2 MR, MAHFOOZ ELAHI 199675 15.359%
3 ME. MAHMOOD ELAHI 200250 154038
4 EH. FARRUKH AHMELD 2.500 01923
5 ME. NAVEED AHMED IDREES 2500 01923
i SYED MUHAMMAD RALUNAQ-UT-[MN 2,500 0123
T ME. AHMELD SHAFFI 10,244 1.4803
8 MES. SAMINA BEGUM WO MAHBOOB ELAHL (CDC) T3, 500 56538

Executives;

Fublic Sector Companies & Corporations:

Banks, Development Finance Institutions, Non Banking Finance

Companies, Insurance Companies, Takaful, Modarabas and Pension Funds:

Sharehelders holding five percent or more voting intrest in the listed company (Name Wise Detall)

LA B W D —

ME. MAHBOOE ELAHI

ME. MAHFOOZ ELAHI

ME. MAHMOOD ELAHI

SALIM SOZER SECURITIES (PVT) LTD. (CDC)

MES, SAMINA BEGUM WO MAHBOOB ELAHI {CDC)

563,200
190,675
200,250
152,743

73,500

453231
153596
154038
11,7495

56538

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

Sr. Mo,

Mame

NIL

Sale

Furchase




