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MISSION STATEMENT 
 
Punjab Cotton Mills Ltd. will strive to become best company in letter and spirit for all stakeholders.  
 
 
 
 
 
 
Chief Executive   Director  
       
 
 
Dated: October 10, 2016 
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DIRECTOR'S REPORT TO THE MEMBERS

thWe are pleased to present our 50  Annual Report of your company comprising annual report along with 
thaudited financial statements of the company and auditor's report thereon for the year ended 30  June 2016. 

As you know the mill were stopped its production since financial year 2008 due to heavy cash losses. The 
ndlosses were mainly due to installation of 2  hand plant and machinery, shortage of working capital and high 

cost of production. Further old machinery could never had achieved its rated production capacity.  

During this period management explores various options of BMR but due to inefficient machinery no plan 

worked favorably. Due to heavy losses and market conditions of textile market banks were also reluctant to 

renew present credit limits or approving new lines as well but banks were re-calling there granted facilities. 

We have negotiated with different banks and repayment has been started from director's loan 

amount. 

The management has worked out tentative disposal plan of company's machinery to settle the company 

liabilities there against. The board of director has approved the disposal of plan as mentioned in statement 

under section 160 (1) (b)

Future outlook. 

Management has given land and building on rent and funds from rent and if any surplus from disposal of 

machinery will be used for trading of yarn and fabric. We assure that there are so many benefits expected to 

accrue to the shareholders. The proceeds from the machinery along with loan from directors will be used for 

reduction of Company's borrowing, so borrowing cost reduces substantially. Resultantly, better performance 

of the company, as a whole and will enhance the shareholders value.

The director has no direct or indirect interest in the above said special business that would require further 

disclosure, save their shareholder's interest and remuneration by the Company. 

. 

CODE OF CORPORATE GOVERNANCE

The board of directors of Punjab Cotton Mills Limited is pleased to state that we have adopted the Code of 
Corporate Governance, and all necessary actions have been taken for all applicable and relevant clauses 
and board agrees to take care of the remaining clauses as and when applicable. As required by the Code, it is 
stated that:

v The financial statements of the Company represent the true and fair view of the company's 
operations, cash flow and changes in equity.

v Proper books of accounts of the company have been maintained.

v Appropriate accounting standards, as applicable in Pakistan, have been followed in preparation of 
financial statement and non-applicability, if any, has been adequately disclosed.

v The system of internal control is sound in design and has been effectively implemented and 
monitored where applicable.

v There has been no material departure from the best practices of Corporate Governance, applicable 
that 30  June 2016.



Punjab Cotton Mills Limited

8

Board of Directors' Meetings

During the year four meetings of Board of Directors were held. Following was the attendance of Directors.

Director� � � � �  � �          Attendance
Mr. Mazhar  Iqbal� � � 4
Mr. Sohail  Azeem Khan� � � 4
Mr. Mushtaq  Ahmed� � � 4
Mr. Khalil  Ahmed Khan� � � 4� � �
Mr. Rao Muhammad Usman� � � 4�
Mr. Jamil  Akhtar� � � 4
Mr. Ali  Raza� � � 4�

Shareholding Pattern� �

A statement showing pattern of shareholding as on June 30, 2016 is annexed.

Audit Committee Meeting:

During the year, four (4) meetings of Audit committee of the Board were held:

Director� � � � �  � �          Attendance
Mr. Sohail  Azeem Khan�  � � 4� � �
Mr. Khalil  Ahmed Khan� � � 4
Mr. Jamil  Akhtar�  � � 4

Human Resources and Remuneration (HR&R) Committee Meeting

Director� � � � �  � �          Attendance
Mr. Mushtaq  Ahmed�  � � 1� � �
Mr. Khalil  Ahmed Khan� � � 1
Mr. Ali Raza�  � � 1

Appointment of Auditors:

The retiring Auditors of your company M/s Hameed Khan & Co. Chartered Accountants are eligible for re-
appointment. The audit committee has recommended their appointment as auditors of the company for the 
year ending June 30, 2017

Acknowledgement:

In the end, the management feels obliged to thank all the stakeholders, who have supported the company.

For and on behalf of the board

Chief Executive 

Date October 10, 2016
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October 10, 2016
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Statement in Compliance with the Best Practice of Corporate 
Governance to Members

· This statement is being presented to comply with the code of corporate governance contained in the 
regulation No.37, Chapter No. XIII of the listing regulations of Pakistan Stock Exchange  for the 
purpose of establishing a frame work of good governance, whereby a listed company is managed in 
compliance with the best practices of corporate governance. The company has applied the principles 
contained in the code in the following manner:

· The company encourages representation of independent non-executive directors and director 
representing minority interest on its board of directors. At present board includes five independent 
non-executive directors.

· During the year under review no casual vacancies occurred in the Board which was duly filled in by 
other Directors. 

· All the Directors of the Company are registered as Tax Payers

· The Directors have confirmed that none of them is serving as director in more than ten listed 
companies, including this company.

· No director has defaulted in payment of nay loan to banking company, a DFI or NBFI for, being a 
member of a stock exchange, has been declared as a defaulter by that stock exchange.

· The company has prepared a “Statement of Ethics and Business Practice” to establish a standard of 
conduct which is signed by directors and employees of the Company.

· The board has developed a mission statement, overall corporate strategy and significant policies of 
the company. A complete record of particulars of significant policies along with the dates on which 
they were approved and 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 CEO and other executive directors are taken by the board.

· The meetings of the Board were presided over by the chairman and, in his absence, by a director 
elected by the Board for this purpose and the Board meets at least once in every quarter. Written 
notices of the board meetings, along with agenda and working papers are circulated at least seven 
days before meetings. The minutes of the meetings were appropriately recorded and circulated.

.

· The officers having positions of CFO and company secretary were appointed prior to the 
implementation of the Code of Corporate Governance. The appointments of Head of Internal Audit, 
his remuneration and other terms & conditions have been approved by the Board of Directors as 
determined by the CFO.

· The Directors were apprised about the applicable laws and their responsibilities to effectively 
manage the affairs of the company and on behalf of the company. However the company will arrange 
training for directors as per requirements.
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· The director's report for this year has been prepared in compliance with the requirements of the code 
and fully describes the salient matters required to be disclosed.

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

· The Directors, CEO and executives do not hold any interest in the shares of the company other than 
that disclosed in the pattern of shareholding.

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

· It has been confirmed by the Auditors that their case is pending in Supreme Court regarding the QCR 
Program of ICAP.

· The Board has formed an audit committee. It comprises of three members who are non executive 
directors.

· The meetings of audit committee were held at least once every quarter prior to approval of interim and 
final results of the company and as required by the code. The terms of reference of the committee 
have been formed and advised to the committee for compliance.

· The Board has set up an effective audit function. The audit staff are suitably qualified and 
experienced for the purpose and are conversant with the policies and procedures of the company 
and they (or their representative) are involved in the internal audit function on a full time basis.

· The statutory auditors of the company have confirmed that they have been given a satisfactory rating 
under the quality control review program of  Institute of Chartered Accountants of Pakistan, that they 
or any other 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 the International Federation of 
Accountants (IFAC) guidelines on code of ethics as adopted by Institute of Chartered Accountants of 
Pakistan. 

· The statutory auditors or the persons associated with them have not been appointed to provide other 
services except in accordance with the listing regulations and the auditors have confirmed that they 
have observed IFAC guidelines in this regard.

· We confirm that all other material principles contained in the Code have been complied with.

Chief Executive �� � � � � � � Director

Dated: October 10, 2016



REVIEW REPORT TO THE MEMBERS ON STATEMENT OF COMPLIANCE WITH BEST PRACTICES 
OF 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 Punjab 
Cotton Mills Limited for the year ended June 30, 2016 to comply with the requirements of 
regulation No. 5.19 of Rules Book of Pakistan Stock Exchange Limited, where the Company is 
listed.

The responsibility for compliance with the Code is that of the Board of Directors of the Company. 
Our responsibility is to review, to the extent where such compliance can be objectively verified, 
whether the Statement of Compliance reflects the status of the Company's compliance with the 
provisions of the Code and report if it does not and to highlight any non-compliance with the 
requirements of the Code. A review is limited primarily to inquiries of the Company's personnel 
and review of various documents prepared by the Company to comply with the Code.

As part of our audit of financial statements we are required to obtain an understanding of the 
accounting and internal control systems sufficient to plan the audit and develop an effective 
audit approach. We are not required to consider whether the board of Director's statement on 
internal control covers all risks and controls, or to form an opinion on the effectiveness of such 
internal controls, the company's corporate governance procedures and risks.

The Code requires the Company to place before, the Audit 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 equivalent to those that prevail in arm's length transactions and transactions which are 
not executed at arm's length price and recording proper justification for using such alternate 
pricing mechanism. We are only required and have ensured compliance of this requirement to 
the extent of the approval of the related party transactions by the Board of Directors upon 
recommendation of the audit Committee. We have not carried out any procedures to determine' 
whether the related party transactions were undertaken at arm's length price or not.

The company has not complied with code of corporate governance in respect of following.

· The Company has not appointed independent and non executive directors representing 
minority interest in board of directors.

· The board had no internal audit head in line with code of corporate governance.

· The board has not formed a human resource and remuneration committee.

· The board has not formed an executive committee to meet and take decisions on behalf 
of board in the absence of full board in line with articles of association of the company.

Punjab Cotton Mills Limited
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Based on our review and significance of the matters stated above, 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, 2016.

Lahore.� � � � � � � HAMEED KHAN & CO. 
Dated:��  October 10, 2016� � � � � CHARTERED ACCOUNTANTS

Audit Engagement Partner: 
Abdul Hameed Khan 

Punjab Cotton Mills Limited
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AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed balance sheet of PUNJAB COTTON MILLS LIMITED as at June 
30, 2016 and the related profit and loss account, statement of comprehensive income, cash 
flow statement and statement of changes in equity together with the notes forming part thereof, 
for the year then ended and we state that we have obtained all the information and explanations 
which, to the best of our knowledge and belief, were necessary for the purposes of our audit.

It is the responsibility of the company's management to establish and maintain a system of 
internal control, and prepare and present the above said statements in conformity with the 
approved accounting standards and the requirements of the Companies Ordinance, 1984. Our 
responsibility is to express an opinion on these statements based on our audit.

We conducted our audit in accordance with the auditing standards as applicable in Pakistan. 
These standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the above said statements are free of any material misstatement. An audit 
include examining, on a test basis, evidence supporting the amounts and disclosures in the 
above said statements. An audit also includes assessing the accounting policies and significant 
estimates made by management, as well as, evaluating the overall presentation of the above 
said statements. We believe that our audit provides a reasonable basis for our opinion and, 
after due verification, we report that:

1. In the absence of any confirmation from legal advisor / income tax advisor, we could 
not confirm the outstanding legal cases / income tax cases and provision for taxation 
and advance tax remained unconfirmed as at June 30, 2016.

2. As stated in Note 19 to the financial statements, a total amount of Rs. 16,861,709 
(2015: Rs. 16,861,709) due from Fortune Fibres (related party) remained 
unconfirmed due to non availability of independent confirmation as at June 30, 
2016.

3. As stated in Note 6 to the financial statements, Long term financing includes 
Rs.22,606,570 due to National Bank of Pakistan remained unconfirmed since no 
direct confirmation was received from the respective bank as at June 30, 2016. 
However this balance was verified with the bank statement. 

4. The company has not followed IAS 19 (revised)- ̀ Employee Benefits'.
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(a)� in our opinion, proper book of accounts have been kept by the company as required by the 
Companies Ordinance, 1984.

(b)� in our opinion

(i) the balance sheet and profit and loss account together with the notes thereon have 
been drawn up in conformity with the Companies Ordinance, 1984, and are in 
agreement with the books of account and are further in accordance with 
accounting policies consistently applied.

(ii)� the expenditure incurred during the year was for the purpose of the company's 
business; and

(iii)� the business conducted, investments made and the expenditure incurred during 
the year were in accordance with the objects of the company;

(c)� In our opinion, except for the effects of matters referred to in the preceding paragraphs 1 to 
4 and to the best of our information and according to the explanations given to us, the 
balance sheet, profit and loss account, statement of comprehensive income, cash flow 
statement and statement of changes in equity together with the notes forming part thereof 
conform with approved accounting standards as applicable in Pakistan, and give the 
information required by the Companies Ordinance, 1984, in the manner so required and 
except to the extent to which the reservations mentioned in the preceding paragraphs 1 to 
4 above affect the annexed financial statements, respectively give a true and fair view of 
the state of the company's affairs as at June 30, 2016 and of the profit, its cash flows and 
changes in equity for the year then ended; and

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

Without qualifying our opinion, we draw your attention that the company has sold entire stock in 
trade in the previous years, The Company has also suspended its operations since August 23, 
2008 as it is not commercially viable to carry on operations due to heavy accumulated losses. The 
Company has made a net profit of Rs. 43.680 million due to gain on settlement with banks (2015: 
Rs. 2.315 million) and has accumulated losses of Rs. 167.047 million (2015: Rs.210.727 million) 
as at June 30, 2016. Its current liabilities exceed its current assets by Rs. 22.362 million (2015: 
Rs. 112.708 million) as at balance sheet date and the Company has redundant its most of 
employees. The power connection of the Company has also been disconnected. The conditions 
alongwith other factors as disclosed in Note 1.2 indicate the existence of a material uncertainty 
which cast significant doubt about the Company's ability to continue as a going concern. 
Therefore it may not be able to realize its assets and discharge its liabilities at stated amounts.

Lahore.� � � � � � � HAMEED KHAN & CO. 
Dated:�  October 10, 2016� � � � � CHARTERED ACCOUNTANTS

        Audit Engagement Partner: 
Abdul Hameed Khan 
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70,218,350
61,264,509

4
4

3
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PUNJAB COTTON MILLS LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2016

1.� LEGAL STATUS AND NATURE OF BUSINESS

1.1� The company was incorporated as a public limited company in June 1967 in Pakistan and its 
shares are quoted on Lahore Stock Exchange. The Company is principally engaged in the 
manufacture and sale of cloth. The registered office of the Company is situated at Syed 
Irshad Ali Road, Near Zainbia Complex Behind Mansoora, 11 Km. Multan Road, Lahore. 
The Company's manufacturing facilities are located at District Shiekhupura in the province 
of Punjab.

1.2� GOING CONCERN ASSUMPTION

The company has sold entire stock in trade in the previous years. The Company has also 
suspended its operations since August 23, 2008 as it is not commercially viable to carry on 
operations due to heavy accumulated losses. The Company has incurred net profit of Rs. 
43.680 million mainly due to gain on settlement with bank (2015: Rs. 2.315 million) during 
the year and has accumulated losses of Rs. 167.047 (2015: Rs. 210.727 million) as at June 
30, 2016. Its current liabilities exceed its current assets by Rs.22.362 million (2015: Rs. 
112.708 million) as at balance sheet date. These conditions cast significant doubt about the 
Company's ability to continue as a going concern. The Company has planned to trade in 
yarn and cloth in future. As such these financial statements have been prepared on going 
concern basis. 

2.� STATEMENT OF COMPLIANCE AND SIGNIFICANT ESTIMATES

2.1� Statement of compliance

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

2.2� Initial application of standards, amendments or an interpretation to existing 
standards

a)� Standards, amendments or interpretations which became effective during the year

During the year certain amendments to Standards or new interpretations became effective, 
however, the amendments or interpretation were either not relevant to the Company's 
operations or were not expected to have any significant impact on the Company's financial 
statements. 

23
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b) New / revised accounting standards, amendments to published accounting 
standards, and interpretations that are not yet effective. 

The following standards, amendments and interpretations of approved accounting 
standards will be effective for accounting periods beginning on or after 01 July 2015:

There are certain new standards and amendments to the approved accounting standards 
which became effective during the year ended June 30, 2016, however, these are 
considered not to have any effect on the Company's operations and financial reporting 
and accordingly have not been disclosed in these financial statements. 

2.5� Standards, interpretations and amendments to published approved accounting 
standards that are not yet effective and have not been early adopted by the 
Company

IAS 1, 'Presentation of Financial Statements' aims to improve presentation and 
disclosure in financial reports by emphasising the importance of understandability, 
comparability and clarity in presentation. The amendments are applicable for annual 
periods beginning on or after January 1, 2016.

The amendments provides clarification on number of issues, including:

· Materiality - an entity should not aggregate or disaggregate information in a manner 
that obscures useful information. Where items are material, sufficient information 
must be provided to explain the impact on the financial position or performance.

· Disaggregation and subtotals – line items specified in IAS 1 may need to be 
disaggregated where this is relevant to an understanding of the entity's financial 
position or performance. There is also new guidance on the use of subtotals

· Notes – confirmation that the notes do not need to be presented in a particular order.

· Other Comprehensive Income (OCI) - arising from investments accounted for under 
the equity method - the share of the OCI arising from equity - accounted investments 
is grouped based on whether the items will or will not subsequently be reclassified to 
profit or loss. Each group should then be presented as a single line item in the 
statement of comprehensive income.

There are certain other new standards and amendments to the approved accounting 
standards which will be effective for the Company for annual periods beginning after July 
1, 2015 but are considered not to be relevant or are not expected to have any significant 
effect on the Company's operations and are, therefore, not disclosed in these financial 
statements.

24
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2.4� Significant accounting judgments and estimates

The preparation of financial statements requires management to make judgements, 
estimates and assumptions that affect the application of accounting policies and the 
reported amounts of assets, liabilities, income and expenses. The estimates and 
associated assumptions and judgements are based on historical experience and various 
other factors that are believed to be reasonable under the circumstances, the result of 
which forms the basis of making judgements about carrying values of assets and liabilities 
that are not readily apparent from other sources. Actual results may differ from these 
estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to 
accounting estimates are recognized in the period in which the estimate is revised and in 
any future periods affected.

Judgements made by management in the application of approved accounting standards 
that have significant effect on the financial statements and estimates with a risk of material 
adjustment in subsequent years are as follows:

Property, plant and equipment

The Company has made certain estimations with respect to residual value and 
depreciable lives of property, plant and equipment. The Company reviews the value of 
assets for possible impairment on an annual basis. Any change in the estimates in future 
years might effect the remaining amounts of respective items of property, plant and 
equipments with a corresponding effect on the depreciation charge and impairment.

Income Taxes

In making the estimates for income taxes payable by the Company, the management 
considers current Income Tax law and the decisions of appellate authorities on certain 
cases issued in past.

25
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3.� SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

3.1� Accounting convention

These accounts have been prepared under the historical cost convention except that 
certain fixed assets have been included at revalued amounts. In these financial 
statements, except for the cash flow statement, all the transactions have been 
accounted for on accrual basis.

3.2� Taxation

Current

Provision for current taxation is based on the taxable income for the period determined 
in accordance with the prevailing law for taxation of income. The charge for current tax is 
calculated using prevailing tax rates or tax rates expected to apply to the profit for the 
period if enacted. The charge for current taxation also includes adjustments, where 
considered necessary, to provision for tax made in previous years arising from 
assessments framed during the period for such years.

Deferred

Deferred tax is accounted for using the balance sheet liability method in respect of all 
temporary differences arising from differences between the carrying amount of assets 
and liabilities in the financial statements and the corresponding tax bases used in the 
computation of the taxable profit. Deferred tax liabilities are generally recognized for all 
taxable differences and deferred tax assets are recognized to the extent that it is 
probable that taxable profits will be available against which the deductible temporary 
differences, unused tax losses and tax credits can be utilized. 

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

3.3� Property, Plant & Equipment

Owned Assets

Operating fixed assets except freehold land are stated at cost less accumulated 
depreciation. Freehold land is stated at revalued amount. 

Depreciation is charged to profit on the reducing balance method  to write off the cost of 
an asset over its estimated useful life at the annual rates given in note 14. Full month's 
depreciation is charged in the month of additions, while no depreciation is charged in the 
month of deletions during the  year. 
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Major repairs and improvements are capitalized while minor repairs and renewals are 
charged to income. The gain or loss on disposal or retirement of an asset represented by the 
difference between the sale proceeds and the carrying amount of the asset is recognized as 
an income or expense.

� Change in accounting estimate

The management has revised the accounting estimate by increasing the depreciation rate 
of machinery from 5% to 15%. Had the company not changed accounting estimate the profit 
could have been increased to Rs. 8,274,233 and accumulated losses should have been 
reduced by same amount. 

Leasehold Assets

The leases, where the company has substantially all the risks and rewards of ownership are 
classified as finance lease. At the commencement of lease, finance leases are capitalized at 
the lower of present value of minimum lease payments under the lease agreements and fair 
value of the assets.

The related rental obligations, net of finance charges, are included in liabilities against 
assets subject to finance lease as referred to in note 7. The liabilities are classified as 
current and long term depending upon the timing of the payment.

Each lease payment is allocated between the liability and finance charges so as to achieve 
a constant rate on the balance outstanding. The interest element of the rental is charged to 
profit over the lease term.

Depreciation is charged at the same rate and basis as company's owned assets.

Capital work in progress

Capital work in progress is stated at cost and includes the expenditures on material, labour, 
appropriate over heads, pre-operating unallocated expenses and trial run losses/gains 
directly relating to the project.

These costs are transferred to fixed assets as and when assets are available for intended 
use.

3.4� Borrowing cost

Financial charges on long term liabilities/lease liabilities which are specifically obtained for 
the acquisition of qualifying assets i.e. assets that take a substantial period of time to get 
ready for their intended use, are capitalized up to the date of commissioning of respective 
asset. All other interest, markup and expenses are charged to income.

3.5� Stores, spares and loose tools

Usable stores, spares and loose tools are valued principally at moving average cost, while 
items considered obsolete are carried at nil value. Items in transit are valued at cost 
comprising invoice value plus other charges paid thereon.
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3.6� Stock-in-trade

These are stated at the lower of cost and net realizable value except for waste stock 
which is valued at net realizable value. Cost is determined using the following basis:

Raw materials

-   In hand� � -� on moving average

-   In transit� � -� at invoice value plus other charges incurred thereon

Work In Process� -� at estimated manufacturing cost including 
� � � �   Appropriate overheads

Finished Goods� -� at net realisable value

Waste�� � -� at net realisable value

Net realizable value signifies the estimated selling price in the ordinary course of 
business less costs necessarily to be incurred in order to make a sale.

3.7� Financial Instruments

Financial assets and financial liabilities are recognized when the company becomes a 
party to the contractual provisions of the instrument. The particular measurement 
methods adopted are disclosed in the individual policy statements associated with each 
item.

3.8� Trade debts

Trade debts are carried at original invoice amount less an estimate made for doubtful 
debts based on a review of all outstanding amounts at the period end. Bad debts are 
written off when identified.

3.9� Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the purpose of 
cash flow statement cash and cash equivalents comprises cash in hand, balances with 
banks on current and deposit accounts and overdrawn balances of the banks.
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3.10� Impairment

The carrying amount of the assets are reviewed at each balance sheet date to identify 
the circumstances indicating the occurrence of impairment loss or reversal of previous 
impairment losses. If any such indication exists, the recoverable amount of such asset 
is estimated and impairment loss is recognized in the profit and loss account. Where an 
impairment loss subsequently reverse, the carrying amount of such asset is increased 
to the revised recoverable amount. A reversal of the impairment loss is recognized in 
income.

3.11� Borrowings

Loans and borrowings are recorded at the proceeds received. In the subsequent 
periods, borrowings are stated at amortized cost using the effective yield method. 
Finance charges are accounted for on an accrual basis and are presented as markup 
payable to the extent of the amount remaining unpaid.

3.12� Financial Assets and Liabilities

Financial assets and liabilities are recognized when the Company becomes a party to 
the contractual provisions of the instrument and are de-recognized, in case of financial 
assets when the Company loses control of the contractual rights through either 
realization, surrender or expiration and  in case of financial liability on extinguishments, 
discharge, cancellation or expiration of obligation specified in the contract.

Financial assets include investments, cash and bank balance, trade debts, advances, 
deposits and other receivables. Trade debts are stated at their nominal value as 
reduced by appropriate allowances for estimated irrecoverable amounts, while other 
financial assets are stated at cost. Any gain or loss on the recognition and derecognition 
of the financial assets is included in the net profit and loss for the period in which it 
arises.

Financial liabilities are classified according to the substance of the contractual 
arrangement entered into. Significant financial liabilities include creditors, accrued and 
other liabilities and unclaimed creditors, accrued and other liabilities and unclaimed 
dividend are stated at their nominal value. financial charges are accounted for on 
accrual basis. Any gain or loss on the recognition and  derecognition of the financial 
liability is included in the net profit and loss for the period in which it arises.

3.13� 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 goods and services.
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3.14� Impairment of Assets

The company assesses at each balance sheet date whether there is any indication that 
assets except deferred tax assets, if any, may have been impaired. If such indication exists, 
the carrying amounts of such assets are reviewed to assess whether they are recorded in 
excess of their recoverable amount. Where carrying values exceed the respective 
recoverable amount, assets are written down to their recoverable amounts and the 
resulting impairment loss is recognized in profit and loss account. The recoverable amount 
is the higher of an asset's fair value less costs to sell and value in use.

Where impairment loss subsequently reverses, the carrying amount of the asset is 
increased to the revised recoverable amount but limited to the extent of initial cost of the 
asset. Reversal of impairment loss is recognized as income.

3.15� Transactions with related parties and transfer pricing�

All the transactions between the Company and a related party are recorded at arm's length 
prices determined in accordance with Cost plus method as approved by the Board of 
Directors.

Parties are said to be related, if they are able to influence the operating and financial 
decisions of the Company and vice versa.

3.16� Provisions

Provisions are recognized when the company has a present obligation as a result of past 
event and it is probable that  an outflow of economic benefits will be required to settle the 
obligation of which reliable estimate can be made.

3.17� Foreign Currency Transactions and Translations

Transactions in foreign currencies are accounted for in Pak Rupees at the exchange rates 
prevailing on the date of transactions. Assets and liabilities in foreign currencies are 
translated into Pak rupees at the exchange rates prevailing on the balance sheet date 
except where forward exchange rates are booked, which are translated at the contracted 
rates.

3.18� Borrowing Cost

Borrowing costs are charged to income as and when incurred except to the extent costs 
directly attributable to the acquisition, construction or production of a qualifying asset are 
capitalised as part of the cost of asset.

3.19� Offsetting of Financial Assets and Financial Liabilities

A financial asset and a financial liability is offset and the net amount is reported in the 
balance sheet if the company has legally enforceable right to set-off the recognised 
amounts and intents either to settle on a net basis or to realise the asset and settle the 
liability simultaneously.
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3.20� Transactions with Related Parties and Transfer Pricing

Transactions with related parties are accounted for using arm's length price in ordinary 
course of business in accordance with uncontrolled price method.

3.21� Dividend

The dividend distribution to the shareholders is recognized as a liability in the period in 
which it is approved by the shareholders.

3.22� Functional and presentation currency

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

3.23� Revenue recognition 

Revenue from local sales is recognized on dispatch of goods to customers. Exports 
goods are considered dispatched when bill of lading is prepared for shipment to 
customers.
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Scheduled to be held on Monday 31, October 2016 at 11.00 am at the Lahore and at any 

2016
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