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VISION STATEMENT

We aim at seeing our mills to be a model manufacturing unit producing high quality yarn by complying
with the requirements of Quality management System and continuously imporving its effectiveness
for total coustomers’ satisfaction. We wish to play a leading role in the spinning sector by keeping a
substantial presence in the export and local markets.

MISSION STATEMENT

1. To install state of the art machinery and to acquire sophisticated process technology to
achieve maximum growth in a competitive quality environment.

2. To make strenuous efforts to enchance profitiablity of the mills ensuring a fair return to the
investors, shareholders and employees of the company.

3. To exercise maximum care for improvement of quality of our products by employing a team of
highly skilled techinicians and professional managers.

4, To strive hard to explore new customers for the sale of our products in export and local
markets.
5. To improve customers’ satisfaction level by adhering strictly to quality requirements of our

customers in local and export markets and by improving communications with customers for
receiving prompt feed back about quality of our products.

6. To attend and prompt resolution of customers’ quality complaints by taking timely corrective
measures.
7. To improve logistic facilities for our customers dispatch programme and issue all shipments /

delivery documents well in time.

8. To make comprehensive arrangements for the training of our workers / technicians.
9. To promote team work, sense of transparency, creativity in our professionals and technical
people

2NN SHAHZAD TEXTILE MILLS LIMITED
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CODE OF CONDUCT

Shahzad Textile Mills Limited, has laid down the following code of conduct, the oberrvance of which is
compulsory for all the directrors and staff members of the company in the conduct of company’s
business in order to protect and safeguard the reputation and integrity of the company at all levels of
its operations. Any contravention of these ethics is regarded as misconduct. The company will ensure
that all the executives and subordinate staff members are fully aware of these standards and
principles.

1. Conflict of interest

All staff member are expected not to engage in any activity which can cause conflict between their
personal interests and company’s interests, such as:

a. In effecting the purchases for the company and selling its products the directors and the staff
members are forbidden from holding any personal interest in any organization supplying goods or
services to the company or buying its products.

b. The staff members should not engage in any outside business while serving the company.

c. Staff members are not permitted to conduct personal business in company’s premises or use
company’s facilities for the same.

d. If a staff member has direct or indirect relationship with an outside organization dealing with the
company he must disclose the same to the management.

2. Confidentiality

All staff members are required not to divulge any secrets / informations of the company to any outsider
even after leaving the service of the company unless it is so required by a court of law. During the
course of service in the company they should not disseminate any information relating to business
secrets of the company without the consent of management.

3. Kickbacks

All staff members are strictly forbidden not to accept any favour, gifts or kick backs from any
organization dealing with the company. In case if such a favour is considered, in the interest of the
company, the same should be disclosed clearly to the management.

4. Proper Books of Account

All funds, receipts and disbursements should be properly recorded in the books of accounts of the
company. No false or fictitious entries should be made or misleading statement pertaining to the
company or its operations should be issued. All agreements with agents, dealers and consultants
should be made in writing supported with required evidence.

SHAHZAD TEXTILE MILLS LIMITED pae’
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5. Relationship with government officials suppliers, agents etc.

The dealings of the company with Governement officials, suppliers, buyers, agents and consultants
of the company should always be such that the intergrity of the company and reputation is not
damaged. Members having queries in connection with how to deal with these requirements should
consultthe management.

6. Health and Safety

Every staff member is required to take care of his health and safety and of those working with him. The
management is responsible for keeping its staff members insured as per government rules and
regulations.

7. Environment

To preserve and protect the environment all staff members are required to operate the company’s
facilities and processes so as to ensure maximum safety of the adjoining communities, and strive
continuously to improve envirornmental awareness and protections.

8. Alcohol, Drugs

All types of gambling and betting at the company’s work places are strictly forbidden. Also bringing
alcohols or drugs inside the work places are not allowed. If any staff member, not abiding by these
prohibitions will attract disciplinary as well as penal action.

9. Coordination among staff members to maintain discipline

All staff members will work in close coordination with their co-workers, seniors and colleagues. Every
member will cooperate with other members so that the company’s work could be carried out
effectively and efficiently. All cases of non-cooperation among staff members should be reported to
the management for necessary and suitable action. Strict disciplinary action will be taken against
those staff members who violate the rules and regulations of the company.

10.Workplace harassment

All staff members will be provided an environment that is free from harassment and in which all
employees are equally respected. Work place harassment means any action that creates an
intimidating, hostile or offensive environment which may include sexual harassment, disparaging
remarks based on gender, religious, race or ethnicity.

N SHAHZAD TEXTILE MILLS LIMITED
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SIX YEARS FINANCIAL SUMMARY

2016 2015 2014 2013 2012 2011

Rupees in Thousand

Sales 3,692,132 4,211,486 4,997,603 4,977,944 4,172,217 4,513,244
Gross Profit 184,755 253,651 398,645 480,705 345,286 389,170
Profit/(Loss) before taxation 21,632 48,567 285,627 258,799 143,224 200,474
Provision for tax (34,989) (12,789) (67,928) 8,889 (25,830) (68,359)
Profit/(Loss) after taxation (13,357) 35,778 217,699 267,688 117,394 132,115
Total Assets 2,630,358 2,598,113 2,639,987 2,460,816 2,127,009 1,971,948
Current liabilities 591,876 578,450 600,823 635,105 536,127 413,192

2,038,482 2,019,663 2,039,164 1,825,711 1,590,882 1,558,757

Represented By :

Equity & Surplus 1,714,359 1,703,304 1,693,873 1,497,869 1,218,474 1,108,167
Long Term Loans & leases - - 35,224 77,014 125,264 190,162
Deferred Liablities 324,123 316,359 310,067 250,828 247,144 260,427

2,038,482 2,019,663 2,039,164 1,825,711 1,590,882 1,558,757

SHAHZAD TEXTILE MILLS LIMITED s
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Statement of Compliance with the Code of Corporate Governance
Year Ended 30th June, 2016

This statementis being presented to comply with the Code of Corporate Governance contained in
Regulation No.5.19.23 of Listing Regulations of the Rule Book of Pakistan Stock Exchange Limited
for the purpose of establishing a framework of good governance, whereby a listed company is
managedincompliancewiththe bestpracticesofcorporategovernance.

The Company has applied the principles contained in the Code of Corporate Governance (CCG)in
thefollowingmanner:

1.

Thecompanyencouragesrepresentationofindependentnon-executivedirectorsanddirectors

representingminorityinterestsonitsboard ofdirector. Atpresenttheboardincludes:

Category Names

Independent Director 1. Syed Raza Ali Bokhari

Executive Directors 2. Mr. Imran Aslam
-do- 3. Mr. Humayun Bakht
Non Executive Directors 4. Mian Parvez Aslam
-do- 5. Mr. Irfan Aslam
-do- 6. Mr. Ahsan Ahmad Khan
-do- 7. Mr. Magsood Shahid Najmi

Theindependentdirectormeetsthecriteriaofindependenceunderclause5.19.1(b)ofthe CCG.

2.

A SHAHZAD TEXTILE MILLS LIMITED

Thedirectors have confirmedthatnone ofthemisservingasadirectoronmorethansevenlisted
companies, including this company (excluding the listed subsidiaries of listed holding
companieswhere applicable).

All the resident directors of the company are registered as taxpayers and none of them has
defaultedin paymentofanyloantoabankingcompany,aDFloran NBFlorbeingamemberofa
stockexchange,hasbeendeclaredasadefaulterbythatstockexchange.

A casual vacancy occurring on the board on 28th June, 2016 due to resignation of Mr. Imran
Haiderwasfilledupbythedirectorswithin90daysasrequiredunder CCG.

The company has prepared a “Code of Conduct” and has ensured that appropriate steps have
been taken to disseminate it throughout the company along with its supporting policies and
procedures.

The boardhasdevelopedavision/mission statement, overall corporate strategy and significant
policies of the company. A complete record of particulars of significant policies along with the
datesonwhichtheywereapproved oramendedhasbeenmaintained.
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10.

11.

12.

13.

14.

15.

16.

17.

18.

All the powers of the board have been duly exercised and decisions on material transactions,
including appointment and determination of remuneration and terms and conditions of
employment of the CEO, other executive and non-executive directors, have been taken by the
board/shareholders.

The meetings ofthe board were presided overbythe Chairmanand, inhisabsence, by adirector
elected by the board for this purpose and the board met atleast once in every quarter. Written
notices of the board meetings, along with agenda and working papers, were circulated at least
seven days before the meetings. The minutes of the meeting were appropriately recorded and
circulated.

In accordance with the criteria specified in clause 5.19.7 of CCG, three of Directors of the
Company are exempted from the requirement of Directors training program, three directors
obtainedthe certificationunderDirectors Training Program (DTP).

The board has approved appointment of CFO, Company Secretary and Head of Internal Audit,
includingtheirremunerationandtermsand conditions ofemployment.

Thedirector’sreportforthis yearhasbeen preparedin compliance with the requirements of the
CCGandfullydescribesthe salientmattersrequiredtobedisclosed.

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

The directors, CEO and executive do not hold any interest in the shares of the company other
thanthatdisclosedinthe patternofshareholding.

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

The board has formed anAudit Committee. [tcomprises three (3) members; of whomtwo (2) are
non-executivedirectorsandthe chairmanofthe committeeisanindependentdirector.

The meetings of the audit committee were held atleast once every quarter prior to the approval
ofinterimand finalresults ofthe company and asrequired by CCG. Theterms ofreference ofthe
committeehavebeenformedandadvisedtothe committeeforcompliance.

The board has formed an HR and Remuneration Committee. It comprises three (3) members,
whom two (2) are executive and non-executive directors, and the chairman of the committee is
anindependentdirector.

The board has setup an effective internal auditfunction whichwas duly reviewed and ratified by
the AuditCommitteeandapprovedbythe BoardofDirectorsofthe Company.

SHAHZAD TEXTILE MILLS LIMITED (g
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19.

20.

21.

22.

23.

The statutory auditors of the company have confirmed that they have been given a satisfactory
ratingunderthe quality controlreview program ofthe ICAP, thatthey orany ofthe partners ofthe
firm, theirspousesand minorchildrendonothold shares ofthe company andthatthe firmandall
itspartnersareincompliance with International Federation ofAccountants (IFAC)guidelineson
codeofethicsasadoptedbythe |CAP.

The statutory auditors orthe persons associated with them have not been appointed to provide
otherservicesexceptinaccordancewiththelistingregulationsandthe auditors have confirmed
thattheyhaveobserved IFAC guidelinesinthisregard.

The “closed period” priorto the announcement of interim /final results, and business decisions,
which may materially affect the market price of company’s securities, was determined and

intimatedtodirectors,employeesandPakistan StockExchange Limited.

Material/price sensitive information has been disseminated among all market participants at
oncethroughPakistan Stock Exchange Limited.

We confirmthatallother materialprinciplesenshrinedinthe CCGhavebeencomplied.

A{y‘fff—“

Lahore IMRAN ASLAM
Dated: 30th September, 2016 ief Executive Officer

A SHAHZAD TEXTILE MILLS LIMITED




REVIEW REPORT TO THE MEMBERS

ON 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 Shahzad Textile
Mills Limited for the year ended 30 June, 2016 to comply with the requirements of Listing
RegulationNo.5.19.23 ofthe Rule Book of Pakistan Stock Exchange Limited wherethe Company is
listed.

Theresponsibility forcompliance withthe Codeisthatofthe Board of Directors ofthe Company. Our
responsibilityistoreview, to the extentwhere such compliance can be objectively verified, whether
the Statementof Compliancereflects the status of the Company's compliance with the provisions of
the Code and reportifitdoes notand to highlight any non-compliance with the requirements of the
Code. Areview is limited primarily to inquiries of the Company's personnel and review of various
documentspreparedbythe Companytocomplywiththe Code.

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

The Coderequiresthe Companytoplace before the Audit Committee,and uponrecommendation of
the Audit Committee, place before the Board of Directors for theirreview and approval of its related
partytransactionsdistinguishingbetweentransactions carried outontermsequivalenttothosethat
prevail in arm's length transactions and transactions which are not executed at arm's length price
andrecording proper justification forusing 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 outany procedures todetermine whethertherelated party transactions were undertaken at
arm'slength priceornot.

Based on our review, nothing has come to our attention which causes us to 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 30June2016.

Neth Yooy W b

HORWATH HUSSAIN CHAUDHURY & CO.

Chartered Accountants

LAHORE

Dated: September 30, 2016 (Engagement Partner: Muhammad Nasir Muneer)

SHAHZAD TEXTILE MILLS LIMITED ]
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NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that the Thirty Eighth Annual General Meeting of the Shareholders of
SHAHZAD TEXTILE MILLS LIMITED will be held at Company’s Registered Office, 19-A,Off Zafar Ali Road,
Gulberg-V, Lahore on Saturday, October 29,2016 at 11:00 a.m, to transact the following business:

ORDINARY BUSINESS:

1. To confirm minutes of the Extra Ordinary General Meeting of the Company held on 31st March, 2016.

2. To receive, consider and approve the Audited Financial Statements for the year ended June 30, 2016
together with the Directors’ and Auditors’ Report thereon.

3. Toappoint Company’s auditors and fix their remuneration.

SPECIAL BUSINESS:

4. Toconsiderand, if deemed fit, to pass the following resolution as Special Resolution with or

without modification for alterations in the Article of Association of the Company:

“‘Resolved that pursuant to Section 28 and other applicable provisions, if any, of the Companies
Ordinance, 1984 and any other law(s), Articles of Association of the Company be and are hereby

amended as follows:

(a) By inserting the following new article and its marginal note immediately after Article 42 as Article 42-
A, namely:

Exercise of

Voting Rights
through Elec-
tronic means

Proxies where
Voting Rights
Exercised
through Elec-
tronic means

Form of
Proxies where
Voting Rights
Exercised
Through elect-
tronic means

42-A “Subject to any rules or regulations that may be made from time to time by the
Commission in this regard. Members may exercise voting rights at general meeting through
electronic means if the Company receive the requisite demand for poll in accordance with
the applicable laws. The Company shall facilitate the voting by electronic means in the
manner and in accordance with the requirements prescribed by the Commission”.

(b) by inserting the following new article and its marginal note immediately after Article 51 as
Article 51-A, namely:

51-A. Notwithstanding anything contained in these Articles, in case of voting by electronic
means, both members and non-members can be appointed as Special Proxy or General
Proxy.

(¢) by inserting the following new article and its marginal note immediately after Article 54 as
Article 54-A, namely:

54-A Notwithstanding anything contained in these Articles, for the purposes of voting by
electronic means, the instrument appointing the proxy shall be in such form, and provided to
the Company, in the manner stipulated under the applicable laws.

Resolved Further, that the Chief Executive Officer or Company Secretary be and is hereby authorized to do all

acts, deed and things, take all steps and action necessary, ancillary and incidental for altering the Articles of
Association of the Company including filing of all requisite documents/ statutory forms as may be required and
complying with all other regulatory requirements so as to effectuate the alteration in the Articles of Association

ofthe Company.”

Ll SHAHZAD TEXTILE MILLS LIMITED
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A statement as required under Section 160(1)(b) of the Companies Ordinance 1984 in respect of the special
business to be considered at the meeting is annexed to this notice of meeting being sent:

By order of the Board

(R an

/ ST .
Place: Lahore HASSAN-UD-DIN ANSARI
Dated: September 30,2016 Company Secretary

NOTES:

1. The Share Transfer Books of the Company will remain closed from October 21, 2016 to October 29, 2016
(both days inclusive). Transfers received in order at Company’s Independent Share Registrar’s Office,
Hameed Majeed Associates (Pvt.) Limited, H.M. House, 7- Bank Square, Lahore by the close of
business on October 20, 2016, will be treated in time for the entitlement to attend the meeting.

2. A member entitled to attend and vote at this meeting may appoint another member as his/her proxy to
attend and vote instead of him/her. The instrument appointing a proxy and the power of attorney or other
authority under which it is signed or a notarially attested copy of the power of attorney must be deposited
atthe Registered Office of the Company at least 48 hours before the time of the meeting.

3. The Shareholders are requested to immediately notify the change in address if any.

4. CDC Account Holder will further have to follow the under mentioned guidelines as laid down in Circular
No. 1 of 2000, Dated 26th January, 2000 issued by The Securities and Exchange Commission of
Pakistan.

A. ForAttending the Meeting
a. In case of Individuals, the account holder and/or sub-account holder and their registration details are

uploaded as per the CDC Regulations, shall authenticate his/her identity by showing his/her original

CNIC or, original Passport at the time of attending the Meeting.

b. In case of corporate entity, the Board’s resolution/power of attorney with specimen signature of the
nominee shall be produced (unless ithas been provided earlier) at the time of the Meeting.

B. ForAppointing Proxies

a. In case of individuals, the account holder and/or sub-account holder and their registration details are
uploaded as per the CDC Regulations, shall submit the proxy form as per above requirements.

b. The proxy form shall be witnessed by two persons, whose names, addresses and CNIC number shall
be mentioned on the form.

c. Attested copies of the CNIC or the passport of beneficial owners and the proxy shall be furnished with
the proxy form.

d. The proxy shall produce his original CNIC or original passport at the time of the Meeting.

e. In case of corporate entity, the Board’s resolution/power of attorney with specimen signature shall be
furnished (unless it has been provided earlier) along with proxy form to the Company.

SHAHZAD TEXTILE MILLS LIMITED [l
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5. Availability of Audited Financial Statements on Company’s Website
The Company has placed the Audited Annual Financial Statements for the year ended June 30, 2016
along with Auditors and Directors Reports thereon on its website: www.shahzadtex.com.

6. Notice to Shareholders who have not provided their CNIC’s:

Members who have not yet submitted photocopy of their Computerized National Identity Cards to the
Company are requested to send the same at the earliest.

Distribution of Annual Report through Email:

We are pleased to inform shareholders that SECP has under and pursuant to SRO No. 787(1) 2014 dated 8th
September, 2014 allowed companies to circulate their annual balance sheet and profit & loss accounts,
auditor’s report and director’s report etc. (“Annual Report”) alongwith the notice of annual general meeting
(*Notice*) to its shareholders by email. Shareholders of the Company who wish to receive the Company’s
Annual Report and notices of annual general meeting by email are requested to provide the completed
Electronic Communication Consent Form that will be sent together with the Annual Reports 2015-2016 and
also can be downloaded from our Company’s website i.e www.shahzadtex.com

STATEMENT OF MATERIAL FACTS UNDER SECTION 160(1)(b) OF THE COMPANIES ORDINANCE,
1984

This statement sets out the material facts concerning the Special Business to be transacted at the Annual
General Meeting of the Company to be held on Saturday, October 29, 2016.

Item (4) of the Agenda
In order to give effect to the Companies (E-voting) Regulation, 2016 vide S.R.O 43(1) 2016 issued by the
Securities & Exchange Commission of Pakistan, shareholder approval is being sought to amend the Article of

Association.

The directors are not interested, directly or indirectly in the above business except to the extent of their
investment as has been detailed in the pattern of shareholding annexed to the Directors Report.

(A SHAHZAD TEXTILE MILLS LIMITED
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Directors’ Report
On behalf of directors, itis my great pleasure to present the 38th Annual Report together with the Audited financial
statements of the Company for the year ended June 30, 2016 along with auditors’ report thereon which reflects
the affairs of the company.
Financial and Operational performance:

The financial results of the company are summarized below:

2016 2015
Rupees Rupees
Sales 3,692,131,574 4,211,486,571
Profit/(loss) before taxation and share of associate (3,701,211) 12,460,695
Share of Net profit of Associate 25,333,606 36,106,592
Profit before Taxation 21,632,395 48,567,287
Taxation (34,989,497) (12,789,063)
(Loss) / Profit after Taxation (13,357,102) 35,778,224

The company has suffered a loss after tax of Rs. 13.357 million during the year ended June 30, 2016 as compared
to profit after tax of Rs.35.778 millions in previous year. Sales have also decreased in current year to Rs.3.693
billion from previous year’s sales Rs. 4.211 billions. Non-availability of favorable sale rates of yarn and scarcity of
cotton crop are the reasons which converted positive position into negative state of affair.

During the year under review, textile industry continued to confront difficult times which hampered the operations
of several textile units. The yarn market has also confronted depressed condition both domestically and
internationally for the period under discussion. Many units reached on the verge of closure. Our management
took a prudent decision and reduced the functioning of two units by step downing three shifts to one instead of
complete closure of units.

Earnings per Share

Loss per share of the company for the year ended June 30, 2016 is 0.74 as compared to profit of Rs1.99 in the
preceding year..

Dividend
The directors have not recommended any dividend in view of loss sustained by the Company during the year.
Future Prospects

From the above narrated financial data, it may be observed that the financial position has deteriorated as
compared to the corresponding year. The turnover of the company also decreased as management timely took a
decision to run only one shift in Unit No.3 and 4 foreseeing heavy losses due to non-availability of profitable sale
rates of yarn in the local as well as international market. Management is making all-out efforts to recover the
company from the situation and improve the performance in coming years. But in the prevalent unfavorable state
of affairs any positive change in the future financial position cannot be predicted with certainty. However, the
management is focusing on exploring new sale’s avenues in international and local market to sell its quality yarn
atreasonable margins.

In spite of all these adverse scenario, the Management has worked out aplanto replace 6 old gas generators
which are in operation in the mills since 2004 with new ones in order to provide the mills un-interrupted supply of
power both through direct supply of electricity and generating electricity from gas for constant functioning of mills.
Implementing their plan, initially the management has established a letter of credit with bank for import of 2
generators from Austria which are expected to arrive in February 2017 and this process shall be continued till
completion of generator replacement plan.

SHAHZAD TEXTILE MILLS LIMITED |
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1ISO 9001-2008 Certification

The company believes in sustainable quality of yarn to the complete satisfaction of its clients. For this the
company has obtained the latest version of ISO 9001-2008 Certification which is renewed every year after an
extensive checking and complete verification of its quality management system. This quality certification
enhances the trust of new customers and boosts up the confidence of old clients as well.

Related Parties Transactions

The transactions between the related parties were made at arm’s length prices determined in accordance with the
comparable uncontrolled price method. The company has fully complied with the best practices of the transfer
pricing as contained in the Listing Regulations. The related party transactions were approved by the Board on the
recommendation of Audit Committee.

Code of Conduct for protection against Harassment at Work Place

The company is determined to provide clean environment working atmosphere and ensures that every employee
is treated with due respect and dignity. The company is committed to encourage a positive professional work
atmosphere that is essential for the professional growth of its staff. Harassment, therefore, has no place at
Shahzad Textile Mills Limited. As offender, must be ready to confront disciplinary and corrective action, ranging
from a warning to termination of job if such situation arises.

Anti Corruption

We have provided corruption free environment to the workers. It includes corruption of all forms including
extortion and bribery.

Corporate and Financial Reporting Frame Work

1. The financial statements are prepared by the management of the Company, present fairly its state of affairs,
the results of its operations , cash flows and changes in equity.

2. Properbooks of account for the company 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.

3. International Financial Reporting Standards as applicable in Pakistan have been followed in preparation of
financial statements and departures, therefrom has been adequately disclosed and explained, if any.

The system of internal control is sound in design and has been effectively implemented and monitored.
There are no significant doubts upon the company’s ability to continue as going concern.

Key operating and financial data for last six years is annexed.

N o o &

In accordance with the criteria specified in clause 5.19.7 of CCG, Three of Directors of the Company are
exempted from the requirement of Directors training program, three directors obtained the certification under
Directors Training Program (DTP).

8. There are no overdue taxes and levies as on June 30,2016

9. Theform 34 and Pattern of Shareholding as on June 30, 2016 as required by the section 236 of the Companies
Ordinance 1984 and Code of Corporate Governance is annexed with this report.

10. The company has adopted practices of Corporate Governance as per listing regulations of stock exchanges.

11.No material change of commitment affecting financial position occurred between June 30, 2016 and date of
director report.
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12. The Company operates an unfunded gratuity scheme covering its permanent employees. Employee are
eligible for benefits under the gratuity scheme after completion of one year continuous service period.

Corporate Social Responsibility

The Company recognizes that the key to successful and sustainable business is to give back to the society from
where we derive economic benefits. We create value for our local community, employers and the government by
providing a vast array of facilities to our employees, financial assistance to the families of our deceased
employees, promoting a better work life balance amongst our employees, contributing regularly to the national
exchequer as perlaw

Health, Safety and Environment:

We work continuously to ensure that our employees work in safe and healthy working environment. Besides, the
Company is registered with Social Security and Employees Old Age Benefit Department of the Government and
pay regular contribution for the health facility and retirement benefits to the workers of the company.

Work-life balance

In order to promote a healthy life balance, we strictly observe working timing from 9.00am to 5.30pm. This ensures
that our employees have ample time for recreational activities with their families and friends.

Business Ethics

The management is committed to conduct all business activities with integrity, honesty, and observance of laws
and regulations. ACode of Conduct has been developed and approved by the Board.

Contribution to the National Exchequer:

To meet our social obligations towards the development of the economy of the country, the company has
contributed Rs.146.044 millions in the year 2015-16 into the Government Exchequer on account of taxes, levies,
excise duty, Income Tax and Sales Tax. Moreover, foreign exchange amount of USD 9.246 Million was also
earned for the country from export sales(yarn) during financial year.

Energy Savings

The Management is watchfully focusing on energy saving. There are many preventive measures adopted by
fixing energy conserving devices to save the energy. Awareness is also given to workers for energy saving so that
unnecessary consumption of energy could be saved.

ABSTRACT UNDER SECTION 218(1) OF THE COMPANIES ORDINANCE, 1984

During the year ended 30 June 2016, the Board of Directors have revised the remuneration of Executive Director,
Head of Internal Audit and Company Secretary during the year ended June 30,2016

Mr. Humayun Bakht Executive Director Rs. 315,000/- to 350,000/-
Mr. Abdul Majeed Head of Internal Audit  Rs. 36,600/- to 41,000/~
Mr. Hassan-ud-DinAnsari ~ Company Secretary Rs.72,636/- to 100,000/-

There was no change in other terms and conditions of their appointments. Mr. Humayun Bakht is an elected
director of the Company and is considered as interested in the aforesaid variation of his terms of appointments.
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Board of directors Meetings

During the period under review, fifteen (15) meetings of the Board of Directors were held from July 01, 2015 to

June 30, 2016. The attendance of the Board members were as follows:

Name of Directors No. of Meetings Attended
Mian Parvez Aslam 15
Mr. Imran Aslam 14
Mr. Irfan Aslam 15
Mr. Humayun Bakht 15
Mrs. Nazish Imran (Retired on 31-03-2016) 04
Mrs. Sara Irfan (Retired on 31-03-2016) 04
Mr. Naveed Sheikh (Retired on 31-03-2016) 10
Mr. Ahsan Ahmad Khan (Appointed on 31-03-2016) 04
Syed Imran Haider (Appointed on 31-03-2016

& Resigned on 28-06-2016) 03
Mr. Magsood Shahid Najmi  (Appointed on 31-03-2016) 04
Syed Raza Ali Bokhari (Appointed on 28-06-2016) -

Audit Committee

The Board has established an Audit Committee which consists of the following directors:

Syed RazaAli Bokhari Chairman

Mr. Irfan Aslam Member

Mr. Magsood Shahid Najmi Member

Syed Imran Haider (Appointed on 31-03-2016 & Resigned on 28-06-2016)
Mr. Ahsan Ahmad Khan (Appointed on 31-03-2016 & Resigned on 28-06-2016)
Mr. Naveed Sheikh (Retired on 31-03-2016)

Mrs. Nazish Imran (Retired on 31-03-2016)

Mrs. Sara Irfan (Retired on 31-03-2016)

The Audit committee efficiently reviews the usefulness of prevailing internal control system and identically point
out the loop holes. Committee also recommends corrective measures to improve the implementation of internal

control system.

During the period under review five (5) meetings of audit committee of the company were held from July 01, 2015

to June 30, 2016 and attendance of Audit Committee members was as follows:
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Name of Member No. of Meetings Attended
Mr. Naveed Sheikh Three (3)

Mrs. Nazish Imran Three (3)

Mrs. Sara Irfan Three (3)

Mr. Irfan Aslam Two (2)

Syed Imran Haider Two (2)

Mr. Ahsan Ahmad Khan Two (2)

Human Resource and Remuneration (HR & R) Committee

In Compliance with the Code of Corporate Governance the Board of Directors has formed a Human Resource and
Remuneration Committee (HR & R Committee) comprising three Directors named below. The HR & R Committee
provides assistance to the Board of directors in functioning Company’s Human Resources efficiently. Further, the
HR & R Committee will also assess and makes recommendations to ensure that the Company’s Human
Resource policies are objectively associated with its overall business.

Syed RazaAli Bokhari (Appointed on 28-06-2016) Chairman
Mr. Ahsan Ahmad Khan (Appointed on 31-03-2016) Member
Mr. Imran Aslam (Continue) Member

Mr. Magsood Shahid Najmi  (Appointed on 31-03-2016 &

Resigned on 28-06-2016) Member
Mr. Naveed Sheikh (Retired on 31-03-2016) Member
Mrs. Nazish Imran (Retired on 31-03-2016) Member

Names of the members of the Committee Meetings Attended

Mr. Naveed Sheikh Chairman One (1)
Mr. Imran Aslam Member One (1)
Mrs. Nazish Imran Member One (1)
Corporate Governance

Statement of compliance with the code of Corporate Governance is annexed.
Appointment of Auditors

The Auditors M/s Horwath Hussain Chaudhry & Co. Chartered Accountants, will retire and are eligible for
reappointment as auditors of the company for the next year.

The Audit committee and the Board have endorsed their re-appointment for reconsideration of the members at
the forthcoming annual general meeting of the Company.
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AUDITORS’ REPORT TO THE MEMBERS

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

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

b) in our opinion;
(i) the balance sheet and profit and loss account together with the notes thereon have been

drawn up in conformity with the Companies Ordinance, 1984, and are in agreement with the
books of account and are further in accordance with accounting policies consistently applied;

(ii) the expenditure incurred during the year was for the purpose of the Company’s business;
and
(i) the business conducted, investments made and the expenditure incurred during the year

were in accordance with the objects of the Company;

(c) in our opinion and to the best of our information and according to the explanations given to us, the
balance sheet, profit and loss account, statement of comprehensive income, cash flow statement
and statement of changes in equity together with the notes forming part thereof conform with
approved accounting standards as applicable in Pakistan, and, give the information required by the
Companies Ordinance, 1984, in the manner so required and respectively give a true and fair view of
the state of the Company’s affairs as at June 30, 2016 and of the loss, total comprehensive loss, its
cash flows and changes in equity for the year then ended; and

(d) In our opinion, Zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980),
was deducted by the Company and deposited in the Central Zakat Fund established under Section 7

of that Ordinance.
Nreth Toow W b

HORWATH HUSSAIN CHAUDHURY & CO.

Chartered Accountants

LAHORE

Dated: September 30, 2016 (Engagement Partner: Muhammad Nasir Muneer)
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BALANCE SHEET AS AT

2016 2015
Note Rupees Rupees
EQUITY AND LIABILITIES
Share Capital and Reserve
Authorized share capital:
40,000,000 (2015: 40,000,000) ordinary
shares of Rs. 10 each 400,000,000 400,000,000
Issued, subscribed and paid up capital 4 179,713,720 179,713,720
Reserves 5 1,029,324,962 1,038,875,778
1,209,038,682 1,218,589,498
Surplus on Revaluation of Property, Plant
and Equipment 6 505,320,397 484,715,062
Non Current Liabilities
Staff retirement benefits 7 93,332,207 88,831,027
Deferred tax liability 8 230,790,948 227,527,631
324,123,155 316,358,658
Current Liabilities
Trade and other payables 9 229,137,515 283,389,160
Accrued mark up on short term borrowings 4,807,189 8,497,367
Short term borrowings 10 320,590,584 208,716,251
Current portion of liabilities against assets subject
to finance lease 11 - 35,149,902
Provision for taxation 12 37,340,529 42,698,034
591,875,817 578,450,714
Contingencies and Commitments 13 = -
2,630,358,051 2,598,113,932

The annexed notes form an integral part of these financial statements.
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2016 2015
Note Rupees Rupees
ASSETS
Non Current Assets
Property, plant and equipment 14 1,576,075,286 1,630,096,697
Long term investment 15 344,014,924 332,297,940
Long term deposits 16 13,970,369 13,970,369
1,934,060,579 1,976,365,006
Current Assets
Stores and spares 17 49,408,186 45,860,146
Stock in trade 18 363,390,459 299,115,419
Trade debts 19 45,987,630 60,614,997
Advances, trade deposits, prepayments
and other receivables 20 77,380,795 41,843,614
Short term investments 21 1,183,793 1,595,257
Tax refunds due from the Government 22 70,795,771 90,163,110
Cash and bank balances 23 88,150,838 82,556,383
696,297,472 621,748,926
2,630,358,051 2,598,113,932
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PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED JUNE 30, 2016

2016 2015
Note Rupees Rupees
Sales 24 3,692,131,574 4,211,486,571
Cost of sales 25 (3,507,376,875) (3,957,835,099)
Gross Profit 184,754,699 253,651,472
Operating Expenses
- Selling and distribution costs 26 (33,545,410) (47,185,868)
- Administrative expenses 27 (122,130,461) (129,148,358)
(155,675,871) (176,334,226)
Operating Profit 29,078,828 77,317,246
Finance cost 28 (32,158,127) (64,108,881)
Other operating expenses 29 (2,949,9095) (7,007,950)
Other income 30 2,327,993 6,260,280
Share of net profit of associate 15 25,333,606 36,106,592
(7,446,433) (28,749,959)
Profit before Taxation 21,632,395 48,567,287
Taxation 31 (34,989,497) (12,789,063)
Net (Loss)/Profit for the Year (13,357,102) 35,778,224
(Loss)/Earnings per Share - Basic and Diluted 33 (0.74) 1.99
The annexed notes form an integral part of these financial statements.
A s
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2016 2015
Rupees Rupees
Net (Loss)/Profit for the Year (13,357,102) 35,778,224
Other Comprehensive Income for the Year
Items that will not be reclassified to profit and loss
Experience adjustment on remeasurement of staff retirement
benefits of:
- The Company 6,320,245 (2,779,240)
Related tax impact (1,333,664) 604,289
4,986,581 (2,174,951)
- Associated company 825,006 (1,565,081)
Related tax impact (103,126) 195,635
721,880 (1,369,446)
Items that may be reclassified subsequently to profit
and loss
Share in appreciation of investments available for sale
of associated company (842,571) 772,875
Related tax impact 105,321 (96,609)
(737,250) 676,266
Other comprehensive income/(loss) for the year 4,971,211 (2,868,131)
Total Comprehensive (Loss)/ Income for the Year (8,385,891) 32,910,093
The annexed notes form an integral part of these financial statements.
A = e
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CASH FLOW STATEMENT FOR THE YEAR ENDED JUNE 30, 2016

Note 2016 2015
Rupees Rupees

CASH GENERATED FROM OPERATIONS 32 22,209,917 286,395,865
Income tax paid (31,693,639) (22,335,722)
Gratuity paid (26,905,160) (22,585,253)
Finance cost paid (28,930,120) (52,224,002)
Workers' (profit) participation fund paid (3,073,265) (13,192,318)
Workers' welfare fund paid (1,005,729) (2,985,901)

(91,607,913) (113,323,196)
Net Cash (used in)/generated from Operating Activities (69,397,996) 173,072,669

CASH FLOW FROM INVESTING ACTIVITIES

Property, plant and equipment purchased
Proceeds from disposal of property, plant and equipment

Net Cash used in Investing Activities

CASH FLOW FROM FINANCING ACTIVITIES

Loan repaid to directors

Dividends received from associated company

Dividends paid to shareholders

Repayment of liabilities against assets subject to finance lease
Short term borrowings acquired/(repaid)- net

Net Cash generated from/(used in) Financing Activities
Net Increase in Cash and Cash Equivalents

Cash and cash equivalents at the beginning of the year

Cash and Cash Equivalents at the End of the Year

(46,138,667)
3.213.676

(42,924,991)

The annexed notes form an integral part of these financial statements.
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- (20,000,000)
16,240,000 4,060,000
(17,971,980) (26,959,949)
(35.149,902) (33.544,174)
111,874,333 (50,098.762)
74.992.451 (126.542.885)
5,504,455 3,604,793
82,556,383 78,951,590
88.150.838 82.556.383
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2016

Share Capital  Share Premium Unapprop'rlated Total
Profit
Rupees Rupees Rupees Rupees

Balance as at June 30, 2014 179,713,720 5,796,000 1,007,811,176 1,193,320,896
Final dividend for the year ended June 30, 2014 - - (26,957,058)  (26,957,058)
Net profit for the year ended June 30, 2015 - - 35,778,224 35,778,224
Other comprehensive loss for the year

ended June 30, 2015 - - (2,868,131) (2,868,131)
Transferred from surplus on revaluation of

property, plant and equipment on incremental

depreciation charged in current year (net of

deferred tax) - - 15,508,221 15,508,221
Surplus realized on disposal of revalued

property, plant and equipment (net of

deferred tax) - - 1,318,906 1,318,906
Share in realized surplus on revaluation of

property, plant and equipment of associate

(net of deferred tax) - - 2,488,440 2,488,440
Balance as at June 30, 2015 179,713,720 5,796,000 1,033,079,778 1,218,589,498
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2016

Share Capital  Share Premium Unapproerlated Total
Profit
Rupees Rupees Rupees Rupees

Balance as at June 30, 2015 179,713,720 5,796,000 1,033,079,778 1,218,589,498
Final dividend for the year ended June 30, 2015 - - (17,971,372)  (17,971,372)
Net loss for the year ended June 30, 2016 - - (13,357,102)  (13,357,102)
Other comprehensive income for the year

ended June 30, 2016 - - 4,971,211 4,971,211
Transferred from surplus on revaluation of

property, plant and equipment on incremental

depreciation charged in current year (net of

deferred tax) - - 14,495,622 14,495,622
Share in realized surplus on revaluation of

property, plant and equipment of associate

(net of deferred tax) - - 2,310,825 2,310,825
Balance as at June 30, 2016 179,713,720 5,796,000 1,023,528,962 1,209,038,682
The annexed notes form an integral part of these financial statements.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2016

Note 1
The Company and its Operations

Shahzad Textile Mills Limited (the Company) was incorporated in Pakistan on October 24, 1978 as a Public
Limited Company under the Companies Act, 1913 (now the Companies Ordinance, 1984). The shares of the
Company are quoted on Pakistan Stock exchange. The registered office of the Company is situated at 19-A, Off
ZafarAliRoad, Gulberg - V, Lahore. The Company manufactures and deals in all types of yarn.

Note 2
Basis of Preparation

2.1 Statement of compliance

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

2.2 Basis of measurement

These financial statements have been prepared under the historical cost convention except to the extent

of following:

Staff retirement benefits Note 7 Present value
Certain property, plant and equipment Note 14 Revalued amount
Long term investment Note 15 Equity method
Investments in quoted companies Note 21 Fair value

2.3 Functional and presentational currency

These financial statements are prepared and presented in Pak Rupees which is the Company's
functional and presentation currency. All the figures have been rounded off to the nearest rupee, unless
otherwise stated.

2.4 Use of estimates and judgments

The preparation of financial statements in conformity with IFRSs requires management to make
judgments, estimates and assumptions that affect the application of policies and reported amounts of
assets, liabilities, income and expenses. These estimates and related assumptions are based on
historical experience and various other factors that are believed to be reasonable under the
circumstances.

These estimates and related assumptions are reviewed on an on going basis. Accounting estimates are
revised in the period in which such revisions are made. Significant management estimates in these
financial statements relate to the useful life and residual values of property, plant and equipment,
provisions for doubtful receivables, provisions for defined benefit plans, slow moving and obsolete
inventory and taxation. However, the management believes that the change in outcome of estimates
would not have a material effect on the amounts disclosed in these financial statements.
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Note 2, Basis of Preparation - Contd...

2.4.1 Property, plant and equipment

The Company reviews the useful lives of property, plant and equipment on a regular basis. Any change
in the management's estimates might affect the carrying amount of respective item of property, plant
and equipment, with a corresponding effect on the depreciation charge and impairment.

2.4.2 Doubtful receivables

The Company records its trade and other receivables after deducting appropriate provisioning using its
prudence and experience. This estimate is subjective in nature. Recoveries of amounts already
provided and/ or the need of further provisioning cannot be determined with precision.

2.4.3 Staff retirement benefits

The Company has recorded its employees' retirement benefits at fair value using actuarial assumptions
regarding increase in salaries in subsequent years, remaining working lives of employees and an
estimate of discount rates. Change in actuarial assumptions over the period of time may affect the fair
value of post-employment benefits payable and the charge for such liability accounted for in any given
period.

2.4.4 Inventories

The Company has recorded its inventories using lower of cost and net realizable value. Valuation of this
inventory is reviewed at regular intervals for determination of possible impairment, if any. Any possible
impairment may change the future value of inventories.

2.4.5 Taxation

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

2.5 Changes in accounting standards, interpretations and pronouncements

2.5.1 Standards, interpretations and amendments to approved accounting standards which became
effective during the year

Amendments to IFRS 13 ‘Fair Value Measurement’ (effective for annual periods beginning on or after 1
January 2015) aim to improve consistency and reduce complexity by providing a precise definition of
fair value. The requirements do not extend the use of fair value accounting but provide guidance on how
it should be applied where its use is already required or permitted by other standards within IFRSs. The
adoption of this standard is not likely to have an impact on the Company’s financial statements.

2.5.2 Standards, interpretations and amendments to approved accounting standards which became
effective during the year but are not relevant

There were certain amendments to the approved accounting standards which became effective during
the year but are considered not to be relevant or have any significant effect on the Company's
operations and are, therefore, not disclosed in these financial statements.
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Note 2, Basis of Preparation - Contd...

2.5.3 Standards, interpretations and amendments to approved accounting standards that are

relevant but not yet effective

IFRS 16 ‘Leases’ (effective for annual periods beginning on or after 1 January 2019) is introduced
during the year that aims to set out the principles for recognition, measurement, presentation and
disclosure of leases. It introduces a single lessee accounting model and requires a lessee to recognize
assets and liabilities for all the leases with a term of more than 12 months, unless the underlying asset is
of low value. A lessee is required to recognize a right-of-use asset representing its right to use the
underlying leased asset and a lease liability representing its obligation to make the lease payments.
IFRS 16 substantially carries forward the lessor accounting requirements of |IAS 17 Leases.
Accordingly, a lessor continues to classify its leases as operating leases or finance leases, and to
account for those two types of leases differently. IFRS 16 replaces IAS 17 Leases, IFRIC 4 Determining
whether an arrangement contains alease , SIC-15 Operating Leases-Incentives and SIC-27 Evaluating
the Substance of Transactions Involving the Legal Form of a Lease.

2.5.4 Standards, interpretations and amendments to approved accounting standards that are neither

Note 3

relevant and nor yet effective

There were no new standards or amendments to existing standards and interpretations that are neither
relevant nor yet effective.

Summary of Significant Accounting Policies

The significant accounting policies adopted in the preparation of these financial statements are set out below.
These policies have been consistently applied, unless otherwise stated.

3.1

3.2

3.3

Provisions

A provision is recognized in the balance sheet when the Company has a legal or constructive obligation
as aresultof a pasteventand itis probable that an outflow of economic benefits will be required to settle
the obligation and of which a reliable estimate can be made. However, provisions are reviewed at each
balance sheet date and adjusted to reflect current best estimate.

Staff retirement benefits

Defined benefits plan

The Company operates an unfunded gratuity scheme covering its permanent employees. Employees
are eligible for benefits under the gratuity scheme after completion of one year of continuous service.
The benefit is calculated based upon the number of completed years of service and last drawn gross
salary.

Actuarial gains / (losses) arising from experience adjustments and changes in actuarial assumptions for
the defined benefit plan are charged or credited to other comprehensive income in the period in which
they arise. Past service costs are charged immediately to income.

Taxation

Current

Charge for taxation for the year on taxable profit is based on applicable tax rates after taking into
account all tax credits and rebates available, if any.

Deferred

Deferred tax is recognised using the balance sheet liability method on all temporary differences
between the carrying amount of assets and liabilities and the tax bases. Deferred tax liabilities are

SHAHZAD TEXTILE MILLS LIMITED |l




Annual Report 2016

Note 3, Summary of Significant Accounting Policies - Contd...

generally recognized for all major taxable temporary differences. Deferred tax assets are recognized for
all major deductible temporary differences to the extent that it is probable that taxable profit will be
available against which deductible temporary differences can be utilised. Deferred tax is calculated at
the rates that are expected to apply to the period when the differences reverse, based on tax rates that
have been enacted or substantially enacted by the reporting date.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax
liabilities and assets, and they relate to income taxes levied by the same tax authority on the same
taxable entity, or on different tax entities, but they intend to settle current tax liabilities and assets on a
net basis or their tax assets and liabilities will be realized simultaneously.

3.4 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 future for goods and services received, whether or not billed to the Company.

3.5 Contingent liabilities

Contingent liability is disclosed when there is a possible obligation that arises from past events and
whose existence is confirmed only by the occurrence or non-occurrence of one or more uncertain
future events not wholly within the control of the Company.

A contingent liability is also disclosed when there is present obligation that arises from past events but it
is not probable that an outflow of resources embodying economic benefits would be required to settle
the obligation or the amount of the obligation cannot be measured with sufficient reliability.

3.6 Property, plant and equipment
Owned

Property, plant and equipment are stated at cost / revalued amount less accumulated depreciation and
identified impairment loss, if any, except freehold land which is stated at revalued amount.

The management reviews market value of revalued assets at each balance sheet date to ascertain
whether the fair value of revalued assets has differed materially from the carrying value of revalued
assets, thus necessitating further revaluation.

Depreciation on property, plant and equipment has been provided for using the reducing balance
method at the rates specified in Note 14 and is charged to the profit and loss account. Depreciation on
additions is charged from the month in which the asset is available for use up to the month in which the
assetis disposed off.

Maintenance and normal repairs are charged to income as and when incurred. Major renewals and
improvements are capitalized. Gain or loss on disposal of property, plant and equipment, if any, is
shown in the profit and loss account.

Leased

Leases where the Company has substantially all the risks and rewards of ownership are classified as
'finance lease'. Assets subject to finance lease are initially recognized at the lower of present value of
minimum lease payments under the lease agreements and the fair value of the assets. Subsequently
these assets are stated at cost less accumulated depreciation and identified impairment loss.

Related rental obligations, net of finance charges are included in liabilities against assets subject to
finance lease. Liabilities are classified as current and long term depending upon the timing of payments.
Each lease payment is allocated between the liability and finance charges so as to achieve a constant
rate of return on the balance outstanding. The interest element of the rental is charged to profit over the
lease term.
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3.7

3.8

Assets acquired under a finance lease are depreciated over the useful life of the asset using the
reducing balance method at the same rates as used for owned assets. Depreciation of leased assets is
charged to the profit and loss account. Depreciation on additions to leased assets is charged from the
month in which an asset is acquired while no depreciation is charged for the month in which the assetis
disposed off.

Capital work-in-progress
Capital work-in-progress is stated at cost less any identified impairment loss.
Impairment

Carrying amount of the Company's assets are reviewed at each balance sheet date to determine
whether there is any indication of impairment loss. If any such indication exists, recoverable amount is
estimated in order to determine the extent of the impairmentloss, if any.

The recoverable amount is the higher of the fair value less costs to sell and value in use. In the absence
of any information about the fair value of a cash-generating unit, the recoverable amount is deemed to
be the value in use.

Impairmentloss is recognized as expense in the profit and loss account. Where conditions giving rise to
impairment are being reversed subsequently, the effect of the impairment charge is also reversed as a
credit to the profit and loss account. Reversal ofimpairmentloss is restricted to the original cost of asset.

Investment in associate

An associate is an entity in which the Company holds more than 20% voting power or over which the
Company has significant influence and that is neither a subsidiary nor an interest in a joint venture.
Significant influence is the power to participate in the financial and operating policy decisions of the
investee butis not control orjoint control over those policies.

The operating results, assets and liabilities of associates are incorporated in the financial statements
using the equity method. This method is applied from the date when significant influence is established
until the date when the significant influence ceases. The Company's share of income and expenses of
associates are recognized based upon their latest audited financial statements after realigning their
accounting policies, if required.

The share of losses of the associate are recognised to the extent of carrying value/cost of investment.
Further losses are recognized only when the Company has made payments on behalf of the associate
or has an obligation to make payments onits behalf.

Unrealized gains and losses, if any, arising from transactions with associates are eliminated under the
equity method. The Company's share of changes recognized directly in associate's statement of
comprehensive income and statement of changes in equity are recognized directly in the Company's
statement of comprehensive income and statement of changes in equity, respectively.

Investments in associates, not accounted for under the equity method are classified as "Available for
Sale".
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3.9 Stores, spares and stock in trade

These are valued at lower of cost and net realizable value; cost being determined as under:

Stores and spares - Atmoving average cost

Raw materials - Ataverage cost

Material in transit - Atcostcomprising invoice value plus incidental charges
Work in process - Atestimated average manufacturing cost

Finished goods - Ataverage manufacturing cost

Wastes - Atnetrealizable value

Manufacturing cost in relation to work-in-process and finished goods comprises cost of material, labour
and appropriate manufacturing overheads.

Net realizable value signifies the selling price at which goods in stock could be currently sold less any
further costs which would be incurred to complete the sale.

3.10 Trade debts and otherreceivables

All outstanding receivables are reviewed at the balance sheet date. The Company recognizes and
carries these receivables at original invoice amount less an allowance for uncollectible amounts, if any.
Bad debts are written off as incurred and provision is made against debts considered doubtful when the
collection of fullamountis no longer probable.

3.11 Cashand cash equivalents
Cash and cash equivalents for the purpose of cash flow statement comprise cash in hand, cash at
bank and short term highly liquid investments that are readily convertible to known amounts of cash
and are subject to an insignificant risk of change in value.
3.12 Financial instruments
3.12.1Financial assets
The classification depends on the intended purpose for which the financial assets were acquired. The
management determines the classification of its financial assets at the time of initial recognition. The
Company classifies its financial assets in the following categories:
At fair value through profit or loss
Financial assets at fair value through profit or loss are financial assets held for trading and financial
assets designated upon initial recognition as at fair value through profit or loss. A financial asset is
classified as held for trading if acquired principally for the purpose of selling in the short term. Assets in
this category are classified as current assets.
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
twelve months after the balance sheet date, which are classified as non-current assets. Loans and
receivables comprise advances, deposits and other receivables in the balance sheet.

Held to maturity

Held to maturity are financial assets with fixed or determinable payments and fixed maturity, where the
management has the intention and ability to hold till maturity, are carried at amortised cost.
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Available-for-sale

Available-for-sale financial assets are non-derivatives that are either designated in this category or not
classified in any of the other categories. These are included in non-current assets unless the
management intends to dispose off the investments within twelve months from the balance sheet date, in
which case these financial assets are classified as short term investments in the balance sheet.

When securities classified as available-for-sale are sold or impaired, the accumulated fair value
adjustments recognised directly in equity are included in the profit and loss account as gains and losses
from investment securities. Interest on available-for-sale securities calculated using the effective interest
method is recognised in the profit and loss account. Dividends on available-for sale equity instruments
are recognised in the profit and loss account when the Company's right to receive payments is
established.

Measurement criteria

All financial assets are recognised at the time when the Company becomes a party to the contractual
provisions of the instrument. Regular purchases and sales of investments are recognised at trade date
thatis the date on which the Company commits to purchase or sell the asset.

Financial assets are initially recognised at fair value plus transaction costs for all financial assets not
carried at fair value through profit or loss. Financial assets carried at fair value through profit or loss are
initially recognised at fair value and transaction costs are expensed in the profit and loss account.

Available-for-sale financial assets and financial assets at fair value through profit or loss are
subsequently carried at fair value. 'Loans and receivables' and 'held to maturity' investments are carried
atamortised cost using effective interest rate method.

Fair values of quoted investments are based on current prices as prevailing on stock exchange. If the
market for a financial asset is not active (for unlisted securities), the Company measures the
investments at cost less impairment in value, if any.

Financial assets are derecognised when the rights to receive cash flows from the assets have expired or
have been transferred and the Company has transferred substantially all risks and rewards of
ownership.

The Company assesses at each balance sheet date whether there is objective evidence that a financial
asset or group of financial assets is impaired.

3.12.2 Financial liabilities

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

Financial liabilities, other than those at fair value through profit or loss, are measured at amortised cost
using the effective yield method.

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or
expired. Where an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified, such an
exchange and modification is treated as a derecognition of the original liability and the recognition of a
new liability. The difference in respective carrying amounts is recognised in the profit and loss account.

3.12.3 Offsetting of financial assets and financial liabilities

Financial assets and financial liabilities and tax assets and tax liabilities are set off in the balance sheet,
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only when the Company has a legally enforceable right to set off the recognized amounts and intends
eitherto settle on a net basis or to realize the assets and settle the liabilities simultaneously.

3.13 Foreign currency translation
Assets and liabilities in foreign currency are stated in Pak Rupees at the rates of exchange ruling on the
balance sheet date or rate of exchange fixed under contractual agreements. Transactions in foreign
currency are translated at the exchange rate prevailing at the date of transaction. All exchange
differences are included in the profitand loss account.

3.14 Related party transactions
Transactions with related parties are based on the transfer pricing policy that all transactions between the
Company and the related party or between two or more segments of the Company are at arm's length
prices using the comparable uncontrolled price method except in circumstances where it is not in the
interest of the Company to do so.

3.15 Revenue recognition

- Revenue from sale of goods is recognised at the time of dispatch of goods to customers.

- Dividend on equity investments is recognized as income when the Company's right to receive the
dividend is established.

3.16 Borrowing costs
Borrowing costs are charged to income as and when incurred except those costs that are directly
attributable to acquisition, construction or production of qualifying assets that are capitalized as part of
the cost of assets.

3.17 Segmentreporting
Operating segments are reported in a manner consistent with the internal reporting provided to the Chief
Operating Decision Maker (the Chief Executive Officer). Segment results, assets, and liabilities include
items directly attributable to a segment. Segment capital expenditure is the total cost incurred during the
year to acquire property, plantand equipment.

3.18 Dividends

Dividends are recognized as a liability in the period in which these are declared.
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Note 4
Issued, Subscribed and Paid Up Capital

2016 2015 2016 2015
Number of shares Rupees Rupees
12,240,569 12,240,569 Ordinary shares of Rs. 10 122,405,690 122,405,690

each fully paid in cash

4,418,803 4,418,803 Ordinary shares of Rs. 10 44,188,030 44,188,030
each issued for consideration
otherwise than in cash

1,312,000 1,312,000 Ordinary shares of Rs. 10 13,120,000 13,120,000
each issued as fully paid
bonus shares

17,971,372 17,971,372 179,713,720 179,713,720
4.1 Movement in number of shares during the year Number Number
Opening number of shares 17,971,372 17,971,372
Shares issued / (cancelled) during the year - -
Closing number of shares 17,971,372 17,971,372

4.2 Sargodha Jute Mills Limited, an associate, held 21,090 (2015: 14,990) ordinary shares of the Company
as atthe balance sheet date.

Note 5

Reserves 2016 2015
Capital Note Rupees Rupees
Share premium reserve 5.1 5,796,000 5,796,000
Revenue
Unappropriated profit 1,023,528,962 1,033,079,778

1,029,324.962 1.038.875,778

5.1 This reserve can be utilized by the Company only for the purposes specified in Section 83(2) of the
Companies Ordinance, 1984.
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Note 6

Surplus on Revaluation of Property, Plant and Equipment 2016 2015
Land - freehold: Note Rupees Rupees
- Opening balance 6.1 197,491,920 197,491,920
- Revaluation during the year 6.2 42,124,250 -
239,616,170 197,491,920
Buildings on freehold land:
- Opening balance 6.1 42,511,640 44,972,386
- Revaluation during the year 6.2 138,382,068 -
180,893,708 44,972,386
Plant and machinery:
- Opening balance 6.1 242,907,471 255,363,690
- Revaluation during the year 6.2 (162,468,809) -
80,438,662 255,363,690
Power house:
- Opening balance 6.1 1,804,033 2,723,712
- Revaluation during the year 6.2 18,585,187 -
20,389,220 2,723,712
521,337,760 500,551,708
Related deferred taxation 1,160,829 -
522,498,589 500,551,708
Deferred tax relating to export 6.3 (2,682,570) (1,633,807)
Deferred tax due to change in tax rate = 2,624,288
Incremental depreciation (net of deferred tax) charged on
revalued property, plant and equipment during the year
transferred to retained earnings (14,495,622) (15,508,221)
Surplus realized on disposal of revalued property, plant and equipment
(net of deferred tax) transferred to retained earnings - (1,318,906)
505,320,397 484,715,062

6.1  Firstrevaluation of land, buildings and plant and machinery was carried out by an independent valuer as
at September 30, 1995 resulting in revaluation surplus of Rs. 435.412 million.

6.2 Latestrevaluation of property plant and equipment was carried out on June 30, 2016, by an approved
valuer that has resulted in revaluation surplus of Rs. 36.63 million. The following basis have been used

forrevaluation:

6.3
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Land Market Value
Buildings Market Value
Plant and Machinery Market Value
Power House Market Value

This represents amount transferred from / (to) deferred tax liability due to change in proportion of local
and export sales resulting in change in estimate of deferred tax on surplus on revaluation of property,
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Note 7

Staff Retirement Benefits 2016 2015
Note Rupees Rupees

Staff retirement benefits - Gratuity 723 93,332,207 88,831,027

7.1 The Company operates an unfunded gratuity scheme covering its permanent employees subject to
completion of minimum prescribed period of service. Actuarial valuation of the scheme is carried out
annually by an independent actuary and the latest actuarial valuation has been carried out as at June 30,

2016. Following key information is included in that actuarial report.
7.2 Actuarial assumptions

Discountrate

Expected rate of salary increase in future years

Average expected remaining working life of employees
Expected mortality rate for active members

Actuarial valuation method

7.2.1 Reconciliation of the funded status

Present value of defined benefit obligation 7.2.2

7.25%
6.25%
7 Years

9.75%
8.75%
6 Years

As per SLIC (2001-2005) Mortality

Table with one year setback
Projected Unit Credit Method

The company does not maintain plan assets to cover its defined benefit obligation.

7.2.2 Company's liability

Opening balance
Charge forthe year 7.24
Remeasurement chargeable to other comprehensive

income - experience adjustment

Benefits paid to outgoing employees

7.2.3 Movementin present value of defined benefit obligation

Opening balance

Current service cost

Interest cost on defined benefit obligation

Benefits paid to outgoing employees

Remeasurement chargeable to other comprehensive
income - experience adjustment

93,332,207 88,831,027
88,831,027 72,795,423
37,726,585 35,841,617
(6,320.245) 2.779.240

120,237,367 111,416,280

(26,905,160) (22,585,253)
93,332,207 88,831,027
88,831,027 72,795,423
30,377,186 27,692,496

7,349,399 8,149,121

(26,905,160) (22,585,253)
(6,320,245) 2,779,240
93,332,207 88,831,027
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7.2.4 Charge for the year

Current service cost
Interest cost

7.2.5 Charge for the year has been allocated as under

Cost of sales
Administrative expenses

2016 2015
Rupees Rupees
30,377,186 27,692,496

7,349,399 8,149,121
37,726,585 35,841,617
31,690,331 30,083,465

6,036,254 5,758,152
37,726,585 35,841,617

7.2.6 Year end sensitivity analysis on defined benefit obligation

Reasonably possible changes at the balance sheet date to one of the relevant actuarial assumptions,
holding other assumptions constant, would have resulted in present value of defined benefit obligation as

stated below: Impact on defined benefit obligation

Change in Increase in Decrease in
assumption assumption assumption
Rupees Rupees
1% 87,612,147 99,850,308
Discountrate 1% 100,078,547 87,298,274

Salaryincrease

7.2.7 The Company does not have any plan assets covering its post-employment benefits payable. The
comparative statement of present value of defined benefit obligations is as under:

2016 2015 2014 2013 2012
Rupees Rupees Rupees Rupees Rupees

Present value of defined benefit obligation 93,332,207 88,831,027 72,795,423 56,724,989 38,577,451
Fair value of plan asset = - - -

77,451

Net liability 2,207 31,027 72,795,423 724
Note 8
Deferred Tax Liability - Net 2016 2015
Rupees Rupees
Taxable temporary differences:
- Share of net profit of associate 34,801,866 33,337,243
- Accelerated tax depreciation 141,962,485 127,113,488
- Surplus on revaluation of property, plant and equipment 73,720,859 76,202,530
- Staff retirement benefits and others - 3,530,011
250,485,210 240,183,272
Deductible temporary differences:
- Staffretirement benefits and others (19,694,262) -
- Unused tax credits available - (12,655,641)
(19,694,262) (12,655,641)
230,790,948 227,527,631
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Note 9
Trade and Other Payables
2016 2015
Note Rupees Rupees

Creditors for:

- Goods supplied 22,573,345 22,414,706

- Services 40,365,327 31,900,897
Accrued liabilities 9.1 154,285,248 218,628,240
Advances from customers 1,153,229 1,252,935
Workers' (profit) participation fund 9.2 1,184,115 3,073,265
Workers' welfare fund 454,326 1,005,729
Salestax payable 6,928,019 3,317,288
Unclaimed dividend 416,203 416,811
Unclaimed wages 1,777,703 1,379,289

229,137.515 283,389,160

9.1 This includes Rs. 3.199 million (2015: 75.02) on account of electricity surcharge payable and Rs. 68.11
million (2015: 54.70 million) on account of gas infrastructure development cess (GIDC) till June 30, 2016.

9.2 Workers' (profit) participation fund

Opening balance 3,073,265 13,192,318
Provision for the year 1,184,115 2,587,846
Interest on funds utilized in the Company's business . 485,419
4,257,380 16,265,583
Paid during the year (3,073,265) (13,192,318)
Closing balance 1,184,115 3,073,265
Note 10
Short Term Borrowings
2016 2015
Note Rupees Rupees
From banking companies - Secured
Cash / packing finances 10.1 280,590,584 168,716,251
From related parties - Unsecured
Loan from directors 10.2 40,000,000 40,000,000
320,590,584 208,716,251

10.1 These represent utilized portion of funded and unfunded short term finance facilities of Rs. 2,504 million
(2015: Rs. 2,740 million) available from various banks under mark up arrangements. These facilities shall
expire on various dates latest by December 31, 2016. Mark up on these facilities is charged from 1 to 6
month KIBOR plus a spread of 1.25% to 2.25% (2015: 1 to 6 month KIBOR plus a spread of 1.5% to
2.25%), payable quarterly. The aggregate short term finances are secured by ranking and hypothecation
charge on property, plant and equipment, stocks and receivables of the Company; lien over export and

import documents, and personal guarantee of sponsoring directors of the Company.

10.2 This represents short term loan obtained from directors to meet the working capital requirements of the
Company. The loan is unsecured and carries mark up at the rate of 3 month KIBOR (2015: 3 months

KIBOR ), payable quarterly.
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Note 11
Current Portion of Liabilities against Assets Subject to Finance Lease

2016 2015
Note Rupees Rupees
Principal portion of future gross lease installments 11.1 = 35,149,902

11.1 During the year entire lease was repaid and leased assets have been transferred to owned assets.

(Note-14)
Note 12
Provision for Taxation - Net
2016 2015
Rupees Rupees
Opening balance 42,698,034 49,976,031
Charge for the year:
- Current 37,340,529 42,698,034
- Prior - 1,110,010
37,340,529 43,808,044
Payments / adjustments against advance tax, tax credits and refunds (42,698,034) (51,086,041)
37,340,529 42,698,034

12.1 Assessments up to Tax Year 2015 are deemed finalized as income tax returns are filed under the self
assessment scheme.

Note 13
Contingencies and Commitments

13.1 Contingencies

13.1.1 The Company has provided bank guarantees / post dated cheques in the favour of following parties:

2016 2015
Rupees in Million
- Sui Northern Gas Pipeline Limited 47.84 36.64
- Custom Authorities 7.10 5.50
54.94 42.14

13.1.2 The Company is contingently liable for Rs. 11.886 million (June 2015: Rs. 9.448 million) on account of
electricity duty on self generation. However the company has not admitted the said duty and case is
pending before the Supreme Court of Pakistan.

13.2 Commitments

13.2.1 The Company's outstanding commitments / contracts as at the balance sheet date are as under:

Foreign bills of exchange purchased 85.48 168.03
Letters of credit 33.89 87.89
119.37 255.92
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Note 15
Long Term Investment 2016 2015
Rupees Rupees
Associates - Unquoted
Sargodha Jute Mills Limited:
8,120,000 (2015: 8,120,000) fully paid ordinary shares of Rs. 10 each
Equity held 36.16% (2015: 36.16%)
Cost of investment Rs. 65,600,000 (2015: Rs. 65,600,000)
- Opening balance 332,297,940 298,199,623
- Share in net profit for the year of associate 25,333,606 36,106,592
- Share in realized surplus on revaluation of property, plant and
equipment of associate 2,640,943 2,843,931
- Share in appreciation of investments available for sale of
associate (842,571) 772,875
- Share in remeasurement of staff retirement benefits liability 825,006 (1,565,081)
- Less: Dividend received (16,240,000) (4,060,000)
344,014,924 332,297,940

15.1 The Company holds 36.16% shareholding in Sargodha Jute Mills Limited and accounts for this
investment under equity method as prescribed in IAS 28 (Investments in Associates). Information
extracted from the audited financial statements of Sargodha Jute Mills Limited is as follows:

2016 2015
Rupees in thousand
Equity 951,063 918,663
Total assets 2,048,494 1,981,987
Revenue 2,751,381 3,085,036
Net profit for the year 70,060 99,852
Note 16
Long Term Deposits
2016 2015
Rupees Rupees
Deposit with LESCO 11,951,410 11,951,410
Others 2,018,959 2,018,959
13,970,369 13,970,369
Note 17
Stores and Spares
2016 2015
Note Rupees Rupees
Stores and spares 171 49,408,186 45,860,146

17.1 This includes stores in transit amounting to Rs.

sheetdate.

2.443 million (2015: Rs. 1.431 million) as at the balance
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Note 18
Stock in Trade

2016 2015
Rupees Rupees
Raw materials 281,094,112 214,384,129
Stock in transit - 7,086,705
Work in process 29,335,701 32,366,927
Finished goods 52,960,646 45,277,658
363,390,459 299,115,419

18.1 Stocks amounting to Rs. 189.549 million (2015: Rs. 84.209 million) approximately are pledged against

short term borrowings.

Note 19
Trade Debts 2016 2015
Rupees Rupees
Local debts (Unsecured - considered good) 33,850,060 20,771,498
Foreign debts (Secured - considered good) 12,137,570 39,843,499
45,987,630 60,614,997
19.1 There is no outstanding receivable from any related party as at the balance sheet date.
Note 20
Advances, Trade Deposits, Prepayments and Other Receivables 2016 2015
Note Rupees Rupees
Advances (Unsecured - considered good):
- Employees 20.1 611,671 781,210
- Suppliers and others 6,987,517 2,638,272
Income tax deducted at source / Advance tax 32,699,368 25,687,624
Margins with banks against:
- Letters of credit 109,218 324,732
- Letters of guarantee 18,242,811 5,442,811
Prepayments 8,390,696 1,589,078
Insurance claims receivable 7,628,278 5,356,810
Other receivables 2,711,236 23,077
77,380,795 41,843,614
20.1 Amount due from chief executive, directors and executives as at the balance sheet date was Nil (2015:
Nil).
Note 21
Short Term Investments
2016 2015
Note Rupees Rupees
At fair value through profit or loss
Investment in quoted shares 211 1,183,793 1,595,257

21.1 Investments are measured at fair value through profit or loss in accordance with IAS - 39 (Financial
Instruments: Recognition and Measurement). The quoted market value in an active marketis considered
as the fair value of investment. The resulting difference between cost and fair value of investment is taken
to the profitand loss account.
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Note 22
Tax Refunds Due from the Government 2016 2015
Rupees Rupees
Sales tax 22,359,268 26,141,489
Income tax 48,436,503 64,021,621
70,795,771 90,163,110
Note 23
Cash and Bank Balances 2016 2015
Rupees Rupees
Cash in hand 892,374 774,726
Cash at banks - Current accounts 87,258,464 81,781,657
88,150,838 82,556,383
Note 24
Sales - Net 2016 2015
Rupees Rupees
Yarn:
- Local 2,846,030,717 2,999,941,685
- Export 978,234,204 1,315,214,895
Wastes 24,138,085 31,792,899
3,848,403,006 4,346,949,479
Less: Commission to selling agents (41,921,338) (58,316,777)
Sales tax (114,350,094) (77,146,131)
3,692,131,574 4,211,486,571
Note 25
Cost of Sales 2016 2015
Note Rupees Rupees
Raw materials consumed 2,362,466,549 2,633,175,784
Stores and spares consumed 86,614,076 94,094,617
Packing materials consumed 85,951,304 93,522,718
Salaries, wages and other benefits 251 394,632,949 418,778,345
Fuel and power 473,563,613 572,206,923
Insurance 10,092,726 12,381,096
Repairs and maintenance 11,072,090 8,583,809
Other manufacturing expenses 9,179,800 9,019,800
Depreciation 14.4 78,455,530 84,404,398
3,512,028,637 3,926,167,490
Opening work in process 32,366,927 42,583,035
Closing work in process (29,335,701) (32,366,927)
3,031,226 10,216,108
Cost of goods manufactured: 3,515,059,863 3,936,383,598
- Opening finished goods 45,277,658 70,973,685
- Finished goods lost in transit - insurance claim - (4,244,526)
- Closing finished goods (52,960,646) (45,277,658)
(7,682,988) 21,451,501
3,507,376,875 3,957,835,099

25.1 This includes Rs. 31.69 million (2015: Rs. 30.083 million) in respect of staff retirement benefits..
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Note 26
Selling and Distribution Costs

2016 2015
Rupees Rupees
Freight and octroi 7,548,840 10,326,819
Export sale expenses 25,996,570 36,859,049
33,545,410 47,185,868
Note 27
Administrative Expenses
2016 2015
Note Rupees Rupees
Salaries, wages and other benefits 271 70,817,620 69,925,909
Printing and stationery 725,938 775,125
Communication 1,410,789 1,402,468
Travelling and conveyance 574,833 946,518
Repairs and maintenance 1,433,144 3,058,169
Vehicles' running and maintenance 6,222,575 7,417,843
Rent, rates and taxes 4,626,540 3,715,479
Insurance 3,078,779 3,708,336
Legal and professional charges 2,076,385 3,339,815
Fees and subscription 2,676,869 4,416,067
Utilities 12,120,242 12,609,837
Entertainment 3,514,790 3,270,981
Advertisement 231,510 177,670
Miscellaneous 431,869 274,141
Depreciation 14.4 12,188,578 14,110,000
122,130,461 129,148,358

271 This includes Rs. 6.036 million (2015: Rs. 5.758 million) in respect of staff retirement benefits.

Note 28
Finance Cost 2016 2015
Interest / mark-up on: Rupees Rupees
- Short term borrowings 23,626,489 47,410,488
- Liabilities against assets subject to finance lease 1.613.453 6.291.581
25,239,942 53,702,069
Bank charges and commission 6,280,357 8,757,561
Bank guarantee commission 637,828 1,163,832
Interest on workers' (profit) participation fund - 485,419
32,158,127 64,108,881
Note 29
Other Operating Expenses 2016 2015
Rupees Rupees
Auditors' remuneration
- Statutory audit 750,000 750,000
- Limited scope review 100,000 100,000
- Other attestation services 50,000 50,000
900,000 900,000
Loss on disposal of property, plant and equipment - Net - 2,866,902
Provision for workers' (profit) participation fund 1,184,115 2,587,846
Provision for workers' welfare fund 454,326 601,782
Loss on revaluation of short term investments
at fair value through profit or loss 411,464 -
Balance Written off - 51,420
2,949,905 7,007,950
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Note 30
Other Income
2016 2015
Note Rupees Rupees
Income from financial assets
Exchange gain 237,154 551,461
Gain on revaluation of short term investments
at fair value through profit or loss - 800,057
Income from non financial assets
Profit on sale of raw material 1,366,816 4,476,762
Others 30.1 724,023 432,000
2,327,993 6,260,280

30.1 Includes Rs. 0.432 million (2015: 0.432 million) on account of rental income from related party.

Note 31
Taxation
2016 2015
Rupees Rupees
Current:
- Current year 37,340,529 42,698,034
- Prior years
- Adjustment on account of assessment / return 1,060,572 (2,296,647)
- Tax credits utilized (3,491,593) (19,206,165)
(2,431,021) (21,502,812)
34,909,508 21,195,222
Deferred 79,989 (8,406,159)
34,989,497 12,789,063
31.1 Reconciliation of tax charge for the year: 2015
Rupees
Profit before taxation 48,567,287
Tax @ 33% on profit before taxation 16,027,205
Adjustment relating to prior year tax charge (2,296,647)
Tax credits utilized and unutilized (31,861,806)
Tax effect of exports under final tax regime 8,215,770
Tax effect on income taxed at reduced rate (11,915,175)
Other adjustments 43,025,875
Deferred taxation (8,406,159)
12,789,063

31.2 Reconciliation for the year 2016 has not been given since the Company is not under taxable profits.
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Note 32
Cash Generated from Operations

2016 2015
Rupees Rupees
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation 21,632,395 48,567,287
Adjustments for:
- Depreciation 90,644,108 98,514,398
- Share of net profit of associate (25,333,606) (36,106,592)
- Loss on disposal of property, plant and equipment - Net - 2,866,902
- Loss/(gain) on investment at fair value through profit or loss 411,464 (800,057)
- Provision for gratuity related to income statement 37,726,585 35,841,617
- Exchange (gain) / loss (237,154) (551,461)
- Provision for workers' (profit) participation fund 1,184,115 2,587,846
- Provision for workers' welfare fund 454,326 601,782
- Interest on workers' (profit) participation fund - 485,419
- Adjustment of capital work in progress - 719,560
- Security deposit written off - 51,420
- Finance cost 25,239,942 53,702,069
130,089,780 157,912,903
Operating profit before working capital changes 151,722,175 206,480,190
Decrease / (increase) in current assets:
- Stores and spares (3,548,040) 154,467
- Stock in trade (64,275,040) 41,971,793
- Trade debts 14,864,521 (11,141,982)
- Advances, trade deposits, prepayments and other receivables (28,525,436) (1,497,638)
- Tax refunds due from the Government 3,782,221 (13,923,687)
Increase / (decrease) in current liabilities:
- Trade and other payables (51,810,484) 64,352,722
(129,512,258) 79,915,675
Cash Generated from Operations 22,209,917 286,395,865
Note 33
Earnings per Share - Basic and Diluted
2016 2015
Rupees Rupees
Basic earning per share is based on
Net (Loss)/profit for the year attributable
to ordinary shareholders Rupees (13,357,102) 35,778,224
Weighted average number of ordinary shares
outstanding during the year Number 17,971,372 17,971,372
(Loss) /Earnings per share - Basic Rupees (0.74) 1.99

33.1 Diluted Earnings per Share

There is no dilutive effect on the basic earnings per share of the Company as the Company has no such
commitments that would result in dilution of earnings of the Company.
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Note 34
Balances and Transactions with Related Parties

The related parties comprise associated companies, staff retirement funds, directors and key management
personnel. The Company in the normal course of business carries out transactions with various related parties.
The Company enters into transactions with related parties on the basis of mutually agreed terms. Significant
balances and transactions with related parties are as follows:

Transactions during the year

Related party Relationship  Nature of Transaction 2016 2015
Rupees Rupees
Sargodha Jute Mills Limited Associate Dividends income received 16,240,000 4,060,000
Rent received 432,000 432,000
Purchase of materials, goods 333,412 306,663
and services
Sale of materials, goods and 2,310,627 235,630
services
Dividends paid 14,990 22,485
Director Loan from director (repaid) - (20,000,000)
Mark up charged on loan from 2,641,578 4,043,540
director
Balances outstanding as at June 30,
Director Short term loan payable 40,000,000 40,000,000
Accrued markup payable - 1,313,332

34.1 There were no transactions with key management personnel other than undertaken as per terms of their
employment that have been disclosed in Note 35.

34.2 Sale and purchase transactions have been carried out on commercial terms and conditions under
comparable uncontrolled price method.
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Note 35
Chief Executive's, Directors' and Executives' Remuneration

The aggregate amounts charged in the financial statements for the year as remuneration and benefits to chief
executive, directors and executives of the Company are as follows:

2016 2015
Ch'e,f Directors Executives Ch'e,f Directors Executives
Executive Executive
Rupees Rupees Rupees Rupees Rupees Rupees
Managerial remuneration 9,272,727 3,818,182 23,443,181 9,272,727 3,436,364 21,888,557
Medical 927,273 381,818 2,344,259 927,273 343,636 3,231,572
Bonus 850,000 315,000 1,554,960 850,000 315,000 1,611,932
Staff retirement benefits 850,000 350,000 1,725,976 850,000 315,000 1,684,849
11,900,000 4,865,000 29,068,376 11,900,000 4,410,000 28,416,910
Number of persons 1 1 22 1 1 22

35.1 The chief executive, one director and eight executives are provided with free use of the Company
maintained vehicles. An executive is defined as an employee with annual basic salary exceeding Rs.
500,000.

35.2 No meeting fee has been paid during the year.

Note 36
Segment Information

For management purposes, the activities of the Company are recognized into one operating segment, i.e.
manufacturing and sales of yarn. The Company operates in the said reportable operating segment based on the
nature of the product, risk and return, organizational and management structure and internal financial reporting
systems. Accordingly, the figures reported in these financial statements related to the Company's only reportable
segment. Entity-wide disclosures regarding reportable segment are as follows:

2016 2015
36.1 Information about products: Percentage Percentage
Yarn 99.37% 99.20%
36.2 Major customers:
3 customers (2015: 3 customers) 67.85% 44.05%

36.3 Geographical Information:
Company's revenue from external customers and geographical location is given as under:

2016 2015
Rupees in thousand
Pakistan 2,870,169 3,031,735
Asia 619,098 1,009,389
Europe 359,136 310,057
3,848,403 4,351,181

36.4 All non-current assets of the Company are located and operated in Pakistan as at the reporting date.
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Note 37
Plant Capacity and Production
2016 2015
Kilograms Kilograms
Plant capacity converted into 20/S count based on
three shifts per day for 366 days (2015: 365 days) 38,320,778 38,320,778
Actual production converted into 20/S count 34,511,761 33,561,514

Note 38

Financial Risk Management

38.1

Financial risk factors

The Company's activities expose it to a variety of financial risks: market risk (including currency risk, price
risk and interest rate risk), credit risk and liquidity risk. The Company's overall risk management policies
focus on the unpredictability of financial markets and seek to minimize potential adverse effects on the
financial performance.

Risk management is carried out by the Board of Directors (the Board). The Board provides principles for
overall risk management, as well as policies covering specific areas such as currency risk, price risk,
interest rate risk, credit risk and liquidity risk.

(a) Market risk
(i) Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in foreign exchange rates. Currency risk arises mainly from future commercial
transactions orreceivables and payables that exist due to transactions in foreign currencies.

The Company is exposed to currency risk arising with respect to the United States Dollar (USD).
Currently, the Company's foreign exchange risk exposure is restricted to the amounts receivable from /
payable to foreign entities. As at the balance sheet date, the Company's exposure to currency risk was
as follows:

2016 2015
Rupees in thousand
Trade debts 12,138 39,843
Outstanding commitments against letters of credit (33,890) (87,890)
Net exposure (21,752) (48,047)

The following significant exchange rates were applied during the year:
Rupees per US Dollar

Average rate during the year reported 103.63 100.23
Reporting date rate 104.70 102.55

Sensitivity analysis

If the functional currency, at reporting date, had weakened / strengthened by 1% against the USD with
all other variables held constant, the impact on profit before taxation for the year would have been Rs.
0.0228 million (2015: Rs. 0.480 million) respectively lower / higher, mainly as a result of exchange
gains / losses on translation of foreign exchange denominated financial instruments. This sensitivity
analysis reflects exposure as at reporting date and is unrepresentative of the exposure during the year.
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Note 38, Financial Risk Management - Contd...

(ii) Price risk

Price risk represents the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market prices (other than those arising from interest rate risk or currency risk), whether
those changes are caused by factors specific to the individual financial instrument or its issuer or factors
affecting all similar financial instrument traded in the market. The Company is exposed to equity and
commodity price risk in respect of short term investments carried at market value. Following analysis shows

the impact of change in equity and commaodity price. 2016 2015
Equity Equity
Rupees
Change in commodity prices (%) 1% 1%
Effect on profitand loss account (Rs.) 11,838 15,950

(iii) Interest rate risk

This represents the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in marketinterest rates.

The Company has no significant long-term interest-bearing asset. The Company's interest rate risk arises
from short term borrowings. As the borrowings made at variable rates, these expose the Company to cash flow
interest rate risk. As at the balance sheet date the interest rate profile of the Company’s interest bearing
financial instruments was as follows:

Floating rate instruments

Fi ial liabiliti 2016 2015
ihancialliabilities Rupees in thousand

Liabilities against assets subject to finance lease - 35,150

Short term borrowings 320,591 208,716

Cash flow sensitivity analysis for variable rate instruments

The following analysis demonstrates the sensitivity to a reasonably possible change in interest rates, with all other
variables held constant, of the Company's profit and loss account. This analysis is prepared assuming the
amounts of floating rate instruments outstanding at balance sheet dates were outstanding for the whole year.
2016 2015
Rupees in thousand

Changeininterestrates (%) 1% 1%
Effect on profit and loss account (Rs.)

Liabilities against asset subject to finance lease - 352
Shortterm borrowings 3,206 2,087
Total effect on profit and loss account 3.206 2,439

(b) Creditrisk

Credit risk represents the risk that one party to a financial instrument will cause a financial loss for the other
party by failing to discharge an obligation. Carrying amounts of financial assets represent the maximum credit
exposure. The maximum exposure to creditrisk at the reporting date was as follows:

2016 2015
Rupees in thousand
Long term deposits 13,970 13,970
Trade debts 45,988 60,615
Trade deposits and other receivables 28,582 10,823
Bank balances 87,258 81,782
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Note 38, Financial Risk Management - Contd...

Company exposure relating to credit risk relating to trade debt is disclosed in relevant notes to the financial
statement. There are no significant debtors that are past due as at the balance sheet date.

The credit quality of financial assets that are neither past due nor impaired can be assessed by reference to
external credit ratings (if available) or to historical information about counterparty default rate:

Rating Rating

Short term | Long term | Agency 2016 2015

Rupees in thousand

Habib Metropolitan Bank Limited Al+ AA+ PACRA 13,678 16,337
MCB Bank Limited A1+ AAA PACRA 44,705 31,199
Habib Bank Limited A-1+ AAA JCR-VIS 2,146 40
Allied Bank Limited A1+ AA+ PACRA 11,465 16,192
JS Bank Limited A1+ A+ PACRA - 14,239
Meezan Bank Limited A-1+ AA JCR-VIS 11,756 234
National Bank of Pakistan A1+ AAA PACRA 1,123 1,029
United Bank Limited A-1+ AAA JCR-VIS 118 2,035
Bank Alfalah Limited A1+ AA PACRA 2,267 477

87,258 81,782

(c) Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with
financial liabilities. The Company manages its liquidity risk by maintaining sufficient cash and the
availability of funding through an adequate amount of committed credit facilities. As at the balance sheet
date, the Company had Rs. 2,255 million (2015: 2,280.21 million) worth unavailed short term borrowing
limits available (both funded and unfunded) from financial institutions and Rs. 88.15 million (2015: Rs.
82.56 million) cash and bank balances. Following are the contractual maturities of financial liabilities,
including interest payments.

Contractual maturities of financial liabilities as at June 30, 2016:

Carrying Contractual | Within 1 More than 5
2-5 Years
Amount cash flows year years

—————————— Rupees in thousand ----------

Trade and other payables 217,640 217,640 217,640 - -
Accrued interest 4,807 4,807 4,807 - -
Short term borrowings 320,591 320,591 320,591 - -

543,038 543,038 543,038 - -

Contractual maturities of financial liabilities as at June 30, 2015:

Carrying Contractual | Within 1 More than 5
2-5 Years
Amount cash flows year years

---------- Rupees in thousand ----------

Liabilities against leased

assets 35,150 36,806 36,806 - B
Trade and other payables 273,361 273,361 273,361 - B
Accrued interest 8,497 8,497 8,497 - B
Short term borrowings 208,716 228,269 228,269 B )

525,724 546,933 546,933 B )
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Note 38, Financial Risk Management - Contd...

The contractual cash flows relating to the above financial liabilities have been determined on the basis of
interest rates / mark up rates effective as at June 30, 2016. The rates of interest / mark up have been

disclosed in relevant notes to these financial statements.
38.2 Financial instruments by categories

Financial assets as at June 30, 2016

Fair value
Cash and Loans and through Held for
Cash ) . Total
N advances profit or trading
Equivalents
loss
---------- Rupees in thousand ----------
Long term deposits - 13,970 - - 13,970
Short term investments - - 1,184 - 1,184
Trade debts - 45,988 - - 45,988
Trade deposits and other receivables - 28,582 - - 28,582
Cash and bank balances 88,151 - - - 88,151
88,151 88,540 1,184 - 177,875
Financial assets as at June 30, 2015
Fair value
Cacsahs:nd Loans and | through Held for Total
Equivalents advances profit or trading
loss
---------- Rupees in thousand ----------
Long term deposits - 13,970 - - 13,970
Short term investments - - 1,595 - 1,595
Trade debts - 60,615 - - 60,615
Trade deposits and other receivables - 10,823 - - 10,823
Cash and bank balances 82,556 - - - 82,556
82,556 85,408 1,595 - 169,559
2016 2015

Financial liabilities at amortized cost

Liabilities against assets subject to finance lease
Trade and other payables

Accrued mark-up

Short term borrowings

38.3 Fair values of financial assets and liabilities

Rupees in thousand

- 35,150
229,138 273,361
4,807 8,497
320,591 208,716
554,536 525,724

Carrying values of all financial assets and liabilities reflected in these financial statements approximate to
their fair values. Fair value is determined on the basis of objective evidence at each reporting date.
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Note 39
Capital Risk Management

While managing capital, the objectives of the Company are to ensure that it continues to meet the going concern
assumption, enhances shareholders' wealth and meets stakeholders' expectations. The Company ensures its
sustainable growth viz. maintaining optimal capital structure, keeping its finance cost low, exercising the option of
issuing right shares or repurchasing shares, if possible, selling surplus property, plant and equipment without
affecting the optimal production and operating level and regulating its dividend payout thus maintaining smooth
capital management.

In line with others in the industry, the Company monitors capital on the basis of the gearing ratio. This ratio is
calculated as net debt divided by total capital. Net debt is calculated as total borrowings less cash and cash
equivalents. Total capital is calculated as equity as shown in the balance sheet plus net debt.

As atthe balance sheet date, the gearing ratio of the Company was as under:

2016 2015
Rupees in thousand

Total borrowings 320,591 208,716

Cash and bank balances (88,151) (82,556)

Net Debt 232,440 126,160

Equity 1,209,039 1,218,589

Total Capital 1,441,479 1,344,749

Gearing Ratio 16.13% 9.38%

Note 40

Number of Employees

2016
Permanent Contractual Total
Head office |  Mills Head office |  Mills
Number Number Number Number Number
Employees as at the year end 32 1,905 4 100 2,041
Average employees during the year 32 1,811 4 100 1,947
2015
Permanent Contractual Total
Head office |  Mills Head office |  Mills
Number Number Number Number Number

Employees as at the year end 36 2,104 3 122 2,265
Average employees during the year 36 2,029 3 108 2,186

Note 41
Provident Fund Related Disclosures

The Company does not maintain any provident fund for its employees.

Note 42
Authorization of Financial Statements

These financial statements were authorized for issuance on September 30, 2016 by the Board of Directors of
the Company.
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PATTERN OF SHAREHOLDING AS AT JUNE 30, 2016
CUIN (INCORPORATION NUMBER) 0006512

No. of Share Holding Total
Shareholders From To Shares Held

471 1 100 11,634
236 101 500 58,270
42 501 1,000 29,607
47 1,001 5,000 103,324
4 5,001 10,000 34,570

1 10,001 15,000 12,420

3 15,001 20,000 51,061

2 20,001 25,000 42,777

2 35,001 40,000 76,303

1 265,001 270,000 265,553

1 270,001 275,000 272,474

2 295,001 300,000 600,000

1 430,001 435,000 432,131

2 495,001 500,000 1,000,000

1 1,105,001 1,110,000 1,105,907

1 2,440,001 2,445,000 2,442,599

2 3,585,001 3,590,000 7,177,342

1 4,255,001 4,260,000 4,255,400
820 Total 17,971,372

5. Categories of Shareholders Shares Held Percentage

5.1 Directors, Chief Executive Officer, and their spouse and minor children 13,141,099 73.12
5.2 Associated Companies, undertakings and related parties 1,021,090 5.68
5.3 NIT and ICP 9,310 0.05
5.4 Banks Development Financial Institutions, Non Banking Financial 2,200 0.01
Institutions,
5.5 Insurance Companies 600 0.00
5.6 Modarabas and Mutual Funds 122 0.00
5.7 Share Holding 10 % or more 13,875,341 77.21
5.8 General Public
a. Local 378,959 2.11
b. Foreign - -
5.9 Others (Securities & Joint Stock Companies) 5,235 0.03

SISl  SHAHZAD TEXTILE MILLS LIMITED
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INFORMATION REQUIRED AS PER CODE OF CORPORATE GOVERNANCE

AS AT JUNE 30, 2016

S.# Particular Shares Held Percentage
1) Associated Companies, Undertakings and Related Parties
I) Sargodha Jute Mills Limited 21,090 0.12
ii) Mrs. Saima Hassan 500,000 2.78
i) Sadaf Parvez 500,000 2.78
1,021,090 5.68
2) Mutual Funds
i) Golden Arrow Selected Stock Fund Limited 122 0.00
3) Directors, Chief Executive Officer and their Spouse and Minor Children
1) Mian Parvez Aslam - Director 4,255,400 23.68
ii) Mr. Imran Aslam - Chief Executive Officer 3,589,478 19.97
i) Mr. Irfan Aslam - Director 3,587,864 19.96
iv) Mr. Ahsan Ahmad Khan - Director 650 0.00
v) Syed Raza Ali Bokhari - Director 500 0.00
vi) Mr. Humayun Bakht - Director 650 0.00
vii) Mr. Magsood Shahid Najmi - Director 650 0.00
viii) Mrs. Nazish Imran - Spouse 300,000 1.67
ix) Mrs. Sara Irfan - Spouse 300,000 1.67
xi) Mrs. Fakhra Parvez - Spouse 1,105,907 6.15
13,141,099 73.11
4) Executives 500 0.00
5) Public Sector Companies and Corporations 9,310 0.05
6) Banks, Development Financial Institutions, Non Banking
Financial Institutions, Insurance Companies, Takaful,
Modarabas and Pension Funds 2,800 0.02
7) Individuals and Joint Stock Companies 3,796,451 21.13
TOTAL NUMBER OF SHARES 17,971,372 100.00
8) Shareholders Holding Five Percent or More Voting Rights
Mian Parvez Aslam 4,255,400 23.68
Mian Shahzad Aslam 2,442,599 13.59
Mr. Imran Aslam 3,589,478 19.97
Mr. Irfan Aslam 3,587,864 19.96
Mrs. Fakhra Parvez 1,105,907 6.15

Detail of Purchases / Sales of shares by Directors/CEO/ Company Secretary/CFO and Their Spouses /Minor
Children during 2016.

650 shares were purchased by Mr. Ahsan Ahmad Khan

500 shares were purchased by Syed Raza Ali Bokhari

650 shares were purchased by Magsood Shahid Najmi

500 shares were purchased by Syed Imran Haider

No trades were carried out by other directors, executives, and their spouses and minor childern

SHAHZAD TEXTILE MILLS LIMITED pey4
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PROXY FORM
I/We Son / Daughter / Wife of being a member
of SHAHZAD TEXTILE MILLS LIMITED and holder of Shares Folio
No. CDC Participant ID # and
Sub Account # do hereby appoint of orfailing
him/her of as my/our proxy to

attend, speak and vote for me/us and on my/our behalf at the Annual General meeting of Shahzad Textile

Mills Limited scheduled to be held on Saturday October 29, 2016 at 11:00 AM at 19-A, Off. Zafar Ali Road,

Gulberg-V, Lahore and at any adjournment thereof.

As witness my/our hands this day of 2016.
1. Witnesses: Please affix here Revenue
Stamp of Rs.5/-
Name:
Signature:
CNIC:
Address: Members’ Signature
2. Witnesses:
Name: Shareholder’s Folio No.
Signature: CDC Alc No
CNIC: CNIC:
Address: Address:

Notes:

1. Amember entitled to attend and vote at the Annual General Meeting is entitled to appoint a proxy.

2. Proxies, in order to be effective, must be received at the Company’s Registered Office, 19-A, Off.
Zafar Ali Road, Gulberg-V, Lahore, not later than 48 hours before the time for holding the meeting
and must be duly stamped, signed and witnessed.

3. CDC account holders will further have to follow the under-mentioned guidelines as laid down in

circular # 1, dated 26th January, 2000 of the Securities and Exchange Commission of Pakistan.

i) Incase of individuals, the account holder and/or sub-account holder whose securities and their
registration details are uploaded as per the Regulations shall submit the proxy form as per the
above requirement.

ii) The proxy form shall be witnessed by two persons, whose names, addresses and CNIC numbers
shall be mentioned on the form.

iii) Attested copies of the CNIC or the passport of beneficial owners and the proxy shall be furnished
with the proxy form.

iv) the proxy shall produce his original CNIC or original passport at the time of the Meeting.

V) In case of corporate entity, the Board’s resolution/power of attorney with specimen signatures of
the proxy holder shall be submitted (unless it has been provided earlier) along with proxy form to
the Company.

SHAHZAD TEXTILE MILLS LIMITED pasie]




The Secretary

SHAHZAD TEXTILE MILLS LIMITED
19-A Off, Zafar Ali Road,

Gulberg V, Lahore.

Tel: +92 (42) 35754024-27
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