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AL NASR TEXTILES LIMITED
Directors Report for the Year Ending 30™ June, 2017

The Directors of Al Nasr Textiles Limited are pleased to present the Annual report
along with Audited Financial Statements for the year ended 30" June, 2017

FINANCIAL HIGHLIGHTS

Comparison of Audited result for the year ended June 30", 2017 as against June 307,

2016 is as follows:
30.06.2017 30.06.2016

(Rs.) (Rs.)

Sales (Net) 2,995,806,674 2818581230
Gross Profit 332,423,068 176,187,105
Profit before taxation 202,837,771 42,598,174
Taxation {77.038,350) {42,588,174)
Profit after taxation 125,799,421 8,048,696
Total Comprehensive Income for the year 126,759,803 9,603,059
Un-appropriated Profit/ {Loss) brought forward 914,529,961 904,926,902
Un-appropriated Profit carried forward 1,041,289,764 914,529,961
Earnings per Share 3.68 0.24

COMPANY PERFORMANCE

During the year, your company earned a pre-tax Profit of Rs. 202,837,771 as against a
pre-tax Profit of Rs. 42,598,174 in the last financial year representing 376 % year on
year increase. The Gross Profit Margin increased by 89 % as compared to F/Y 2016.
This increase reflects the tireless efforts by the management during a slump in the textile
industry. The cost efficiency gain in Unit-1 after the installation of new Ring Frames and
good margins earned in Unit-2 are a major contributing factor in this turn around. Your
company earned a profit after tax of Rs. 125.799,421as compared to last year's profit
after tax of Rs. 8,048,696 (F/Y 2016) which is a substantial 15 times year on year
increase.

AL Nasr Textiles Limited

Head office: 28 Shadman-I1, Lahare, Pakistan. Phone: +52 42-111-888-600 Fax: +92 42-17421469
E-Mail: varn@pakkuwait.com Web Site: wew pakkuwait.com
Factory: 5 km Raiwind - Manga Road, District Kasur. Phone: +832 42-35351741, 35252064 Fax: +82 42-35391140
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AL NASR TEXTILES LIMITED
Directors Report for the Year Ending 30" June, 2017

BALANCING MODERNIZATION & REPLACEMENT (EMR)

Addition to Plant & Machinery was made during the year ended 30" June, 2017. These
additions will ensure the production of high quality yarn in the future. The details of the
machines acquired are as follows:

« Auto Leveller For Toyoda DX8 LT

FUTURE PROSPECTS

Currently Cotton prices are extremely volatile, efforts are being made to procure cotton
at reasonable rates in order to maintain profitability to a reasonable level during the
current year. Due to continuous increase in minimum wage announced by the
Government the production cost of the company will increase in the next year.
Availability of Gas for electricity generation will be important to balance the increase in
cost of production. The yarn rates have been depressed, which would adversely impact
the financial results of the year 2017 / 2018.

PATTERN OF SHAREHOLDING

Pattern of shareholding as on 30 June 2017, as required under Section 236{2) (d) of the
Companies Ordinance 1984, is annexed.

AUDITORS

M/S KPMG Taseer Hadi & Co., Chartered Accountants, retires and being eligible, offers
themselves for reappointment as Company's auditors for the year ending 30 June 2018.

ACKNOWLEDGEMENT

The directors acknowledge the efforts made by Company's employees at all levels
during the year under review and expect continued endeavors for the achievement of
improved results in the current year as well.

For and on behalf of the Board of Directors

Lahore
9 October 2017 Chiaf Executive

AL Nasr Textiles Limited

Head office: 79 Shadman-11, Lahore, Pakistan. Phone: +92 42-111-888-600 Fax; +92 42-37421469
E-Mail: varn@pakkuwait.com Web Site: wew pakkuwait. com
Factory: 5 km Raiwind - Manga Road, District Kasur. Phone: +82 42-35381147 35352064 Fax: +92 42-35391140
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KPMG Taseer Hadi & Co. Telephone + 92 (42) 3573 09015
Chartered Accauntants Fax + 92 (42) 3878 0807
2nd Floor, Internat  www.kpmg.com.pk
Senvis House

2-Main Gulberg Jail Rosd,

Lahore Pakistan

Auditor’s Report to the Members

We have audited the annexed balance sheet of Al Nasr Textiles Limited
(“the Company™) as at 30 June 2017 and the related profit and loss account,
statement of comprehensive income, cash flow statement and statement of changes in
equity together with the notes forming part thereof, for the year then ended and we
state that we have obtained all the information and explanations which, to the best of
our knowledge and belief, were necessary for the purposes of our audit.

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

We conducted our audit in accordance with the auditing standards as applicable in
Pakistan. These standards require that we plan and perform the audit to obtain
reasonable assurance about whether the above said statements are free of any material
misstatement. An audit includes examining, on a tlest 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 account have been kept by the Company as
required by the Companies Ordinance, 1984

b)  in our opinion:

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

ii) the expenditure incurred during the year was for the purpose of the
Company’s business; and

iii) the business conducted, investments made and the expenditure incurred
during the year were in accordance with the objects of the Company; \06
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KPMG Taseer Hadi & Co.

¢) 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 30 June 2017 and of
the profit, its cash flows and changes in equity for the year then ended; and

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

pate {J S OCT 201/ KPMG Taseer Hadi & Co.
Chartered Accountants
Lahore (M .Rehan Chughtai)
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Al Nasr Textiles Limited

Profit and Loss Account
For the year ended 30 June 2017

Sales - net
Cost of sales
Gross profit

Administrative expenses
Distribution cost
Other expenses

Other income
Operating profit

Finance cost
Profit before taxation

Taxation
Profit after taxation

Nt

:,..
&

24
23

24

2017
Rupees

2,995,806,674

2016
Rupees

2.818,581.230

(2,663,383,608)  (2.642,394,125)
332,423,066 176,187.105
(34,666,044) (29,222,966)
(26,098,280) (36.455,576)
(15,379,208) (31,148,171)
(76,143,532) (96,826,713}

6,316,104 28,734,259
262,595,638 108,094,651
(59,757,867) (65,496 477)
202,837,771 42,598,174
(77,038,350) (34,549,478)
125,799,421 8,048,696

The annexed notes from 1 to 33 form an integral part of these financial statements.

Lahore

Chief Executive
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Al Nasr Textiles Limited

Statement of Comprehensive Income
For the year ended 30 June 2007

Profit after taxation

Other comprehensive incone

frems that will never be reclassified to profit and loss account

Remeasurement of defined benefit obligation
Related deferred tax

Total com prehensive income for the year

The anmexed notes from 1 o 33 form an integral part of these financial statements.

Lahore Cxecutive

2017 2016
Rupees Rupees
125,799,421 8,048,696
1,258,533 2,029,195
(328,151) {474,832)
960,382 1,554,363

126,759,803

9,603,059
ML, _‘ﬁ
‘ru\-“



Al Masr Textiles Limited

Cash Flow Statement
For the year ended 30 June 2077

Cash flows from operating activifies

Profit before tuxation
Adjusiments jor non-cash dems:
Depreciation
Amorlisation
Finance cost
Loz on disposal of property, plant and egquipment
Provision for doubtful debis
Prowvision for Weorker's Profit Participation Fund
Provvisian for Worker's Welfare Fund
Stalf retirement benefits

Operating profit before working capital changes

Effect on cash flow due to working capital changes

(Increaseldecrease in curren! asseis:
Trade debis
Stores, spare parts and loose tools
Stock-m-trade
Advances deposits and prapayments
Cither receivables

Decrease in curreni lakilites!
Trade and other pavables

Cash generated from aperations

Finance cost paid

Stadl retirement benefits paid

Payment mude lo Worker's Frofit Participation Fund
Payment mude to Worker's Welfare Fund

Long term depasits paid

Income Taxes paid

Net cash generated from operating activities

Caxh flows from fnvesting qeiivitics

Acquisition of property, plant and equipment {Including CWIF}
Proceeds fom disposal of property, plant and equipment
Met eash wsed in investing activities

Cash flaws from financing activities

Long term laans - net

Pavment of finance lsase liabilities

Net mavement in shart term borrowings - secured

Net cash (used in) / generated from financing activities
Net decrease in cash and cash equivalents

Cash and cash equivalents at beginning of the year
Cash and cash equivalents at end of the yvear

Cash and cash squivalents comprise of the following:

Cash and bank balances
Funning finance

The annesed nodes from | to 33 form an integral part of these financial starcments.

Lahore “hief Executive

Noie
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27
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25
T2

m7 2016
Rupees Rupees
202,837,771 41,598,174
06,242,564 92581 .6082
304,624 394624
59,757,867 G5, 496 47T
1,217,954 206,185
1,853 458 B57.758
1 01,iv54,20% 2432524
4,468,359 B0l 350
10,127,138 11,755,072
185,121,173 I 74,353 686
IHT058,944 216,991 860
(20,572,693) 26,897,261
23444006 (13,404,361}
(71,572,551) 58967077
(24,403.313) (7T 190,609)
(9,123,633) 212280248
(1,594,591 ) (17.052,713)
(125,222,175} [554,807)
262,736,769 216,457,053
(64,328,782) (i ARR OG0T
(10,426.242) {10,255.780)
{2,436.124) (2,557,600
(869,350) (1,362 964
{298,000) -
{17.478,16% {16,035,111)
(95,836,667 (116,704 184)
166G b, 1O 99,732 009

(11,860,269) [

(232,311,250
2,705,529

(11,860,269) (229.605.723)
{115,410,898) 78,415,879
- (583.6%1)
{128,786,908) 24 316969
!244,”7.30&} 102 649,157
(B9,157,973) (27,223.897)
71,944,534 100,168 431
(16,213,439} 72,944 534
22,257,106 73,892,172
{38,500,545) [947,634)
(16,213,439

N

72944534 @
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Al Nasr Textiles Limited

Statement of Changes in Equity
For the year ended 30 June 2017

Balance as at 30 June 2015

Total comprefiensive income for the year

Profit for the vear ended 30 June 2016
Other comprehensive income for the
year ended 30 June 2016

Balance as at 30 June 20106

Total comprefiensive income for the vear

Profit for the yvear ended 30 June 2017
Other comprehensive income for the
year ended 30 June 2017

Balance as at 30 June 2017

The annexed notes from | to 33 form an integral part of these financial statements.

Lahore

Share | Acecumulated
Taotal
capital profit
Rupees T5e
342 000,000 904,926,902 1.246,926,902
- 8,048,606 8.048.696
- 1,554,363 1,554,363
- 9 603,059 9,603,059
342,000,000 014,529,961 1,256,529,961
- 125,799,421 125,799,421
= 060,382 060,382
- 126,759,803 126,759,803
342,000,000 1,041,289,764 1,383,289,764

Chief Executive

o




Al Nasr Textiles Limited

Notes to the Financial Statements
For the year ended 30 June 2017

1 Reporting entity

Al Nasr Textiles Limited {“the Company™) was incorporated in Pakistan in July 2001 as an unquoted public
limited company. The Company is a subsidiary of Pak Kuwait Textiles Limited ("the Parent Company"), which
holds 96.84% of total paid-up share capital of the Company. The principal activity of the Company is
manufacturing and sale of 100% cotton yam. The registered address of the Company is situated at 29-Shadman
11, Lahare, Pakistan.

2 Statement of compliance

2.1

These unconsolidated 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 {IFRSs) issued by the International Accounting Standards
Board and Islamic Financial Accounting Standards (IFAS) issued by the Institute of Chartered
Accountants of Pakistan as are notified under the Companies Ordinance, 1984, provisions of and
directives issued under the Companies Ordinance, 1984, In case requirements differ, the provisions of,
or directives issued under the Companies Ordinance, 1984 shall prevail.

During the year on 30 May 2017, the Companies Act, 2017 (the Act) was enacted which replaced and
repealed the Companies Ordinance, 1984 (the repealed Ordinance). However, the Securities and
Exchange Commission of Pakistan (SECP) through its Circular No. 17 of 2017 dated 20 July 2017 his
advised the Companies whose financial vear closes on or before 30 June 2017 shall prepare their
financial statements in accordance with the provisions of the Companies Ordinance. 1984,

New Companies Act, 2017 and new and revised approved accounting standards, interpretations and

amendments thereto

31

3.2

The Companies Act, 2017 applicable for financial year beginning on 1 July 2017 requires certain
additional disclosures and Section 235 of the repealed Companies Ordinance, 1984 relating to
treatment of surplus arising out of revaluation of assets has not been carried forward in the Companies
Act, 2017, This would require change in accounting policy relating to surplus on revaluation of land
to bring it in line with the reguirements of 1AS 16 — Property, plant and equipment. This amendment is
nat likely to have an impact on the Company’s financial statements,

The following standards, amendments and interpretations of approved accounting standards will be
effective for accounting periods beginning on or after 01 July 2017:

- Amendments to [AS 12 ‘Income Taxes’ are effective for annual periods beginning on or after |
January 2017, The amendments clarify that the existence of a deductible temporary difference
depends solely on a comparison of the carrying amount of an asset and its tax base at the end of
the reporting period, and is not affected by possible future changes in the carrying amount or
expected manner of recovery of the asset. The amendments further clarify that when calculating
deferred tax asset in respect of insufficient taxable temporary differences, the future taxable
profit excludes tax deductions resulting from the reversal of those deductible temporary
differences. The amendments are not likely to have an impact on Company’s financial

statemen:}pg



Amendments to TAS.7 ‘Statement of Cash Flows’ are part of IASB’s broader disclosure
initiative and are effective for annual periods beginning on or after | January 2017. The
amendments require disclosures that enable users of financial statements to evaluate changes in
liabilities arising from financing activities, including both changes arising from cash flow and
non-cash changes.

Amendments to IFRS 2 - Share-based Payment clarify the accounting for certain types of
arrangements and are effective for annual petiods beginning on or after | January 2018. The
amendments cover three accounting areas (a) measurement of cash-settled share-based
payments; (b) classification of share-based payments settled net of tax withholdings: and (c)
accounting for a modification of a share-based payment from cash-settled to equity-settled. The
new requirements could affect the classification and/or measurement of these arrangements and
potentially the timing and amount of expense recognized for new and outstanding awards. The
amendments are not likely to have an impact on Company’s financial stalements.

Transfers of Investment Property {Amendments to TAS 40 ‘Investment Property” -effective for
annual periods beginning on or after | January 2018) clarifies that an entity shall transfer a
property to, or from, investment property when, and only when there is a change in use. A
change in use occurs when the property meets, or ceases to meet, the definition of investment
property and there is evidence of the change in use. In isolation, a change in management's
intentions for the use of a property does not provide evidence of a change in use. The
amendments are not likely to have an impact on Company’s financial statements,

Annual improvements to IFRS standards 2014-2016 cycle. The new eycle of improvements addresses
improvements to following approved accounting standards:

Amendments to IFRS 12 ‘Disclosure of Interests in Other Entities’ (effective for annual
periods beginning on or after 1 January 2017) clarify that the requirements of IFRS 12 apply to
an entity’s interests that are classified as held for sale or discontinued operations in accordance
with IFRS 5 - ‘Non-current Assets Held for Sale and Discontinued Operations’. The
amendments are nol likely to have an impact on Company’s financial stalements.

Amendments to TAS 28 ‘Investments in Associates and Joint Ventures® (effective for annual
periods beginning on or after 1 January 2018) clarifies that a venture capital organization and
ather similar entities may elect to measure investments in associates and joint ventures at fair
value through profit or loss, for each associate or joint venture separately at the time of initial
recognition of investment. Furthermore, similar election is available to non-investment entity
that has an interest in an associate or joint venture that is an investment entity, when applying
the equity method, to retain the fair value measurement applied by that investment entity
associate or joint venture to the investment entity associate's or joint venture's interests in
subsidiaries. This election is made separately for each investment entity associate or joint
venture. The amendments are not likely to have an impact on Company’s financial statements.

IFRIC 22 *Foreign Currency Transactions and Advance Consideration” (effective for annual
periods beginning on or after | January 2018) clarifies which date should be used for
translation when a foreign currency transaction involves payment or receipt in advance of the
itemn it relates to. The related item is translated using the exchange rate on the date the advance
foreign currency is received or paid and the prepayment or deferred income is recognized. The
date of the transaction for the purpose of determining the exchange rate to use on initial
recognition of the related asset, expense or income (or part of it) would remain the date on
which receipt of payment from advance consideration was recognized. If there are multiple
payments or receipts in advance, the entity shall determine a date of the transaction for each
payment or receipt of advance consideration. .&\

o



3.3

34

35

3.5.1

3.5.3

- IFRIC 23 ‘Uneertainty over Income Tax Treatments’ (effective for annual periods beginning on
or after 1 January 2019) clarifies the accounting for income tax when there is uncertainty over
income tax treatments under 1AS 12, The interpretation requires the uncertainty over tax
treatment be reflected in the measurement of current and deferred tax.

The above amendments are not likely to have an jmpact on the Company’s financial statements,
except for certain additional disclosures.

Basis of measurement

These financial statements have been prepared on the historical cost convention except for employee
retirement benefits that are stated at present value and certain investments are carried at fair value.

Functional and presentation currency

These financial statements are presented in Pakistani Rupee ("Rs.") which is the Company’s functional
currency. All financial information presented in Rupees has been rounded off to the nearest rupee,
unless otherwise stated,

Use of estimates and judgments

The preparation of financial statements requires management to make judgments, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets,
liabilities, income and expenses. The estimates and associated assumptions and judgments are based
on historical experience and various other factors that are believed to be reasonable under the
circumstances, the result of which forms the basis of making judgments about carrying values of assels
and liabilities that are not readily apparent from other sources. Actual results may differ from these
estimates, Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions 1o
accounting estimates are recognized in the period in which the estimate is revised and n any future
periods affected.

Depreciation method, rates and useful lives of property, plant and equipment

The management of the Company reassesses useful lives, depreciation method and rates for each item
of property, plant and equipment annually by considering expected pattern of economic benefits that
the Company expects to derive from that item and the maximum period up to which such benefits are
expected to be available. Any change in estimate may affect the depreciation charge or impairment,
The rates of depreciation are specified in note 13.1.

The Company reviews the rate of amortisation and value of intangible assets for possible impairment,
on an annual basis. Any change in the estimates in future years might affect the carrying amounts of
intangible assets with a corresponding affect on the amortisation charge and impairment,

Srares, spare parts, loose tools and stock in trade

iy

The Company reviews the stores, spare parts, loose tools and stock in trade for possible impairment on
an annual basis. Any change in the estimates in future years might affect the carrying amounts of the
respective items of stores, spare parts and loose tools and stock in trade with a corresponding alfect on
the provision and net realizable value.

N@



354

J.5.6

Met realizable value is the estimated selling price in the ordinary course of business, less the estimated
costs of completion and estimated costs necessary to make the sale,

Provision against trade debrs, advances and other receivables

The Company reviews the recoverability of its trade debts, advances and other receivables to assess
impairment and provision required there against on annual hasis.

Provisions

Estimates of the amount of provisions recognized are based on current legal and constructive
requirements. Because actual outflows can differ from estimates due to changes in laws, regulations,
public expectations, technology, prices and conditions, and can take place many years in the future, the
carrying amounts of provisions are regularly reviewed and adjusted to take account of such changes.

fmpairment

The management of the Company reviews carrving amounts of its assets including receivables and
advances and cash generating units for possible impairment and makes formal estimates of recoverable
amount if there is any such indication,

Taxation

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

Employee benefiis

The present value of the obligation for gratuity depends on a number of factors that are determined on
an actuarial basis using a number of assumptions. The assumptions used in determining the charge for
the year include the discount rate, expected increase in eligible salary and mortality rate. Any changes
in these assumptions will impact the carrying amount of obligations for gratuity.

Significant accounting policies

The significant accounting policies have been applied consistently to all periods presented in these financial
statements,

4.1

4.2

Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of ordinary
shares are recognised as a deduction from equity, net of any tax effects.

Taxation
Crrrent

Provision for current taxation is based on taxable income at the enacted or substantively enacted rates
of taxation after taking into account available tax credits and rebates, it any. The charge for current tax
includes adjustments to charge for prior vears, if any,

W



4.3

4.4

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

The Company also regularly reviews the trend of proportion of incomes between Presumptive Tax
Regime income and Normal Tax Regime income and the change in proportions, if significant, is
accounted for in the year of change.

Deferred

Deferred tax is accounted for using the balance sheet approach providing for temporary differences
between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts
used for tax purposes. In this regard, the effects on deferred taxation of the portion of income that is
subject to final tax regime is also considered in accordance with the treatment preseribed by the
Institute of Chartered Accountants of Pakistan. Deferred tax is measured at rates that are expected to
be applied to the temporary differences when they reverse, based on laws that have been enacted or
substantively enacted by the reporting date,

A deferred tax liability is recognized for all taxable temporary differences. A deferred tax asset is
recognized for deductible temporary differences to the extent that future taxable profits will be
available against which temporary differences can be utilized. Deferred tax assets are reviewed at each
reporting date and are reduced to the extent that it is no longer probable that the related tax benefit will
be realized.

Staff retirement benefits

The Company operates an unfunded gratuity scheme for all its permanent employees subject to
completion of a prescribed qualifying period of service. Provision is made annually en the basis of
actuarial recommendation to cover obligation under the scheme. Actuarial valuation of the scheme is
undertaken al appropriate regular intervals and the latest valuation was carried out at 30 June 2017,
using the "Projected Unit Credit Method".

Remeasurement of net defined benefit liability, which comprise of actuarial gains and losses is
recognized immediately in other comprehensive income. The Company determines net interest
expense/(income) on the defined benefit obligation for the period by applying the discount rate used to
measure the defined benefit obligation at the beginning of the annual period to then-net defined
benefit, taking into account any change in the net defined benefit obligation during the period as a
result of benefit payments. Net interest expense and other expenses related to defined benefit plans are
recognized in profit and loss.

Financial instruments

Financial assets and liabilities are recognized when the Company becomes party to the contractual
provisions of the instruments,

Financial assets are de-recognized when the Company looses control of the contractual rights that
comprise the financial assets.

Financial liabilities are de-recognized when they are extinguished, that is, when the obligation
specified in the contract is extinguished, cancelled, or expired. Any gain or loss on de-recognizing the
financial assets and financial liabilities is taken to profit and loss account currently. \{1’( ]
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4.5

4.6

The particular measurement methods adopted for various financial instruments are disclosed in the
individual policy statements associated with each item.

Financial liabilities

Financial liahilities are classified according to substance of contractual arrangements entered into,
Significant financial liabilities include short and long term borrowings and trade and other payables.

futerest bearing borrowings

Interest bearing borrowings are recognized initially at fair value less attributable transaction cost, if
any. Subsequent to initial recognition, these are stated at amortized cost with any difference between
cost and redemption value being recognized in the profit and loss over the period of the borrowings
on an effective interest basis,

Oiher financial liabilities

All other financial liabilities are initially recognized at fair value plus directly attributable cost, if any,
and subsequently at amortized cost using efTective interest rate method,

Trade and other payables

Trade and other payables are initially recognized at fair value and subsequently al amortized cost using
effective interest rate method.

Property, plant and equipment
hwied

Property, plant and equipment except freehold land and capital work in progress are stated at cost less
accumulated depreciation and any identified impairment loss. Frechold land and capital work-in-
progress are stated at cost less any identified impairment loss. Depreciation is charged to profit and
loss by applying the reducing balance method at rates indicated in note 13.1 to these financial
statements. Cost comprises purchase price, including duties and non refundable purchase taxes, afler
deducting trade discounts and rebates, and includes other costs directly attributable to the acquisition
or comstruction, erection or installation,

Depreciation on additions to property, plant and equipment is charged on full month basis when asset
is capitalized, while no depreciation is charged in the month of disposal,

Major repairs and maintenance, which enhances the production capacity, quality of the premium
products and increase the life of machinery, are capitalized, whereas, normal repairs and maintenance
are charged to income as and when incurred.

Giain or loss arising on disposal of assets is included in the other income currently.

Capital wark in progress

Capital work in progress represents expenditure on property, plant and equipment in the course of
construction and installation including material, labour and overheads directly relating to the project.
Transfers are made to relevant category of property, plant and equipment as and when assets are
available for use, Capital work in progress is stated at cost, less any identified impairment loss.{ﬁ
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4.9

4.10

Intangibles

Intangible assets having finite useful life are stated at cost less accumulated amortisation and any
identified impairment loss. These are amortized using the straight line method at the rates given in note
14. Amortisation on additions is charged from the month in which an intangible asset is acquired,
while no amortisation is charged for the month in which intangible asset is disposed off,

Subsequent expenditure on intangible assets is capitalized only when it increases the future economic
benefits embodied in the specific asset to which it relates. All other expenditures are charged to
income as and when incurred.

Stores, spare parts, loose tools and stock in trade

These are valued at lower of cost or net realizable value. Cost has been determined as follows:

Stores, spare parts and loose tools, At moving average cost.
Raw material Al moving average cosl.
Worl in process At average manufacturing cost.
Finished goods Al average manufacturing cosL

ltems in transit, are valued at cost comprising invoiced value and related expenses. The Cempany
reviews the carrying amount of stores and spares and stock in trade on a regular basis and provision is
made for obsolescence if there is any change in usage pattern and physical form of related stores,
spares and loose tols and stock in trade. Impairment is also made for slow moving items.

Net realizable value signifies the estimated selling price in the ordinary course of business less costs
necessary to be incurred in order 1o make the sale,

Trade debts and other receivables

On initial recognition, these are measured at cost, being their fair value at the date of transaction.
Subsequent to initial recognition, these are measured at amortized cost less impairment losses if any,
using the effective interest method, with interest recognized in profit and loss account. Bad debts are
written off when identified.

Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the purpose of cash flow
statement, cash and cash equivalents comprise of cash in hand and bank balances. Running finances
that are repayable on demand are included as component of cash and cash equivalents for the purpose
of cash flow statement,

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable. net of trade
discounts and sales tax, and represents amounis received or receivable for goods and services provided
and other income earned in the normal course of business. Revenue is recognized when il is probable
that the economic benefits associated with the transaction will flow to the Company, and the amount
of revenue and the associated costs incurred or to be incurred can be measured reliably. @
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4.15

4.16

Revenue from different sourees is recognized as follows:

- Revenue from sale of soods is recognized when risks and rewards incidental to the ownership
of goods are transferred o the buyer;

= Interest income is recognized as and when accrued on effective interest method; and

~ Dividend income is recognized when the Company's right to receive payment is established.

Foreign currencies

Foreign currency transactions are converted into Pak Rupees using the exchange rates prevailing on
the date of transaction while monetary assets and liabilities are converted into Pak Rupees using the
exchange rates prevailing at the balance sheet date. All exchange differences are charged to profit and
loss account,

Borrowing costs

Borrowings and other related costs directly attributable to the acquisition, construction or production
of qualifying assets, which are assets that necessarily take substantial period of time to get ready for
their intended use, are added to the cost of those assets, until such time as the assets are ready for their
intended use, All other borrowing costs are recognized as an expense in the period in which they are
incurred,

Provisions and contingencics

Provisions are recognized in the balance sheet when the Company has a legal or constructive
obligation as a result of past events and it is probable that outflow of economic beneflits will be
required to scttle the obligation and a reliable estimate of the amount can be made. However,
provisions are reviewed at each balance sheet date and adjusted to reflect current best estimate. Where
the outflow of resources embodying economic benefits is not probable, a contingent liability is
disclosed, unless the possibility of outflow is remote.

Impairment losses
Financial avsety

A linancial asset is assessed at each reporting date to determine whether there is any objective
evidence that it is impaired. Individually significant financial assets are tested for impairment on an
individual basis. The remaining financial assets are assessed collectively in groups that share similar
credit risk characteristics. A financial asset is considered to be impaired if objective evidence indicates
that one or more events have had a negative effect on the estimated future cash flows of the asset.

An impairment loss in respect of a financial asset measured at amortized cost is calculated as the
difference between its carrying amount, and the present value of the estimated future cash Hows
discounted at the original effective interest rate. lmpairment loss in respect of a financial asset
measured at fair value is determined by reference to that fair value. All impairment losses are
recognized in profit and loss account. An impairment loss is reversed through profit and loss account
if the reversal can be related objectively to an event occurring afler the impairment loss was
recognized. An impairment loss is reversed only to the extent that the financial asset’s carrying amaount
after the reversal does not excead the carrying amount that would have been determined, net of
amortization, il no impairment loss had been recognized.
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Impairment losses on available for sale financial assets are recognised by reclassifying the losses
accumulated in the fair value reserve to profit or loss. The amount reclassified is the difference
between the acquisition cost (net of any principal repayiment and amortisation) and the current fair
value, less any impairment loss previously recognised in profit or loss. If the fair value of an impaired
available for sale debt security subsequently increases and the increase can be related objectively to an
event occurring after the impairment loss was recognised, then the impairment loss is reversed though
profit and loss; otherwise it is reversed through other eomprehensive income.

Non financial assets

The carrying amount of the Company’s non-financial assets except for, inventories and deferred tax
asset, are reviewed at each balance sheet date to determine whether there is any indication of
impairment loss. If any such indication exists, the asset’s recoverable amount is estimated in order to
determine the extent of the impairment loss, if any.

For impairment testing, assets are grouped together into the smallest group of assets that generates
cash inflows from continuing use that are largely independent of cash nflows of other assets of cash
generating units.

The recoverable amount of an asset or cash generating unit is the greater of its value in use and its fair
value less costs to sell. Value in use is based on the estimated future cash flows, discounted to their
present value using a pre-tax discount rate that reflects current market asscssments of the time value of
money and the risks specific to the asset of cash generating unit,

An impairment loss is recognized whenever the carrying amount of an asset or its cash generating unit
exceeds its recoverable amount. Impairment losses are recognized in the profit and loss.

Impairment losses are reversed when there is an indication that the impairment loss may no longer
exist and there has been a change in the estimate used to determing the recoverable amounl. An
impairment loss is reversed only to the extent that asset’s carrying amount does not exceed the carrying
amount that would have been determined, net of depreciation and amortization, it no impairment loss
had been charged.

Offsetting of financial assets and financial liabilities

Financial assets and liabilities are offset and the net amount is reported in the financial statements only
when there is legally enforceable right to set-off the recognized amount and the Company intends
either to settle on a net basis, or to realize the assets and 1o settle the liabilities simultaneously.

2007 2016
Rupees Rupees

Issued, subseribed and paid-up capital
34,200,000 (2016: 34,200,000} ordinary shares of g

Rs. 10 each fully paid in cash 342,000,000.00 342,000,000
5.1 Pak Kuwait Textiles Limited, the Parent Company, holds 33,119,000 (2016: 33,119,000} ordinary

shares of Rs. 10 each of the Company. :

52

Directors hold 673,291 {2016: 445,831) ordinary shares of Rs. 10 each of the Company. 1{\
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Deferred liahilities Note
Staff retirement benefils 7.1

Deferred tax lability T2

7.1 Staff gratuity

T.1.3

7.1.4

2017 20106
Rupees Rupees
16,670,758 18,258,395

191,280,047 177,549,943
207,950,805 195,808,328

The latest actuarial valuation of the Company’s defined benefit plan, was conducted at 30 June 2017
using projected unit credit method. Detail of obligation for defined benefit plan is as follows:

Nate
The amounts recognized in the balance
sheet are as follows:
Present value of defined benefit obligation 714

Liability at end of the year

The amounts recognized in the profit and loss account
apainst defined benefit plan are as follows:

Current service cost
Interest cost
Charge 1o profit and loss

Included in other comprehensive income:

Lxperience adjustment on obligation
Credit to other comprehensive income

Movement in the liability recognized in the
balance sheet is as follows:

Liability at beginning of the year
Charge for the year

Actuarial gain credited to OCI 7.1.3
Benefits paid during the vear

Liability at end of the year

Movement in the liability recognized in the
balance sheet is as follows:

Present value of defined benefit obligation
at beginning of the year

Current service cost

Interest cost

Benefits paid

Remeasurement gain on obligation

Present value of defined benefit obligation
at the end of the year

2017 2016
Rupees Rupees
16,670,758 18,258,395
16,670,758 18,258,395

9,181,356 10,423,182

945,782 1,331,890
10,127,138 11,755,072
(1,288,533) (2,029,195}
(1,288,533) (2.029,195)
18,258,395 18,788,298
10,127,138 11,755,072
(1,288,533) (2,029,195}

(10,426,242} {10,255,780)
16,670,758 18,258,395
18,258,305 18,788,298

9,181,356 10,423,182

045,782 1,331,890

(10,426,242) (10,255, TR0}
(1,288,533) (2,029,195)
16,670,758 18,255,395

wﬁ\
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7.1.6  Amounts recognized in the profit and loss account

Current service cost
Interest cost

7.1.7  Actuarial assumptions
Yaluation discount rate

Expected rate of increase in salaries
Average expected remaining working lifetime of employees

27 2016
Rupees Rupees
9,181,356 10,423,182
445,782 1,331,890
10,127,138 11,755,072
2017 2016
7.25% 9.75%
7.75% 6.25%
b years 6 years

7.1.8  The sensitivity of the defined benefit obligation to changes in the weighted principal assumptions is:

Impact on defined benefit obligation at the year
end -increase/(decrease)

Change in Increase in Decrease in

assumplions assumptlion assumption
Discount rate 1% (974,051 1,132,444
Salary growth rate 1% 1,194,774 (1,049,329)

The average duration of the defined benefit obligation is & years. The Company expects to charge Rs.

10.51 million to profit and loss account on account of defined benefit plan in 2018,

2017 2016
Note Rupees Rupees
r i 4 Delerred tax liability
Taxable temparary difference:
Accelerated tax depreciation 195,887,904 183,511,152
Deductibie tempaorary differences:
Staff retirement benefits (3,917,391) (3.797.633)
Provision for doubtful debts {690,466) (200,717)
Unused tax losses - (1.962,859)
191,280,047 177,549,943
Current portion of long term liabilitics
Long term lnancing (1) 107,605,994 115,410,959
107,605,994 115,410,959

(Nﬁ
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2017 2016
Short term borrowing - secured Rupees Rupees
Fronr banking companies,
Short term cash finance 342,150,639 470,937 547
Short term running finance 38,500,545 G447 638
380,651,184 471,885,185
9.1 These facilities have been obtained from various banking companies for working capital requirements,

These are secured by way of joint pari passu charge on current assets of the Company amounting to Rs.
979 million (2016; Rs.979 million} pledge of raw material, lien on import documents and personal
guarantees of directors. These facilities are expiring on various dates latest by 30 June 2018,

Mark-up on facilities is charged at the rates ranging from 6.51% to 7.16% (2016: 6.60% to 8.90%) per

annum payable quarterly.

The aggregate available short term funded facilities amount to Rs. 2,795 million (2016: Rs. 2,793

million],

Trade and other payvables

Trade creditors

Accrued liahilities

Advances from cuslomers

Payvable to Workers' Profit Participation Fund
Payable to Worker Welfare 'und
Withholding tax payable

Withholding sales tax payvable

Securily refundable

Pavable to commission and clearing agents
Other payables

10,1 Waorkers' Profit Participation Fund
At beginning of the year

Allocation for the year
Inerest for the year

Less: Paid during the year
At end of the vear

10.2 Workers' Welfare Fund
Al beginning of the year

Allocation for the yvear

Less: Paid during the vear
At end of the year

Nate

s

)

I 2

e

25

23

2017 2016
Rupees Rupees
24,607,786 24 046,165
B8, 136,263 T7.861.157
12,738,426 24,512,108
10,910,849 2,287,764
4,468,359 869,350
567,141 174,427
365,730 64,266
- 5,RR2,658
6,199,971 3,855,111
7602121 5,089,140
155,596,646 145,269,143
2,287,764 2,412,830
10,910,849 2,287.7064
148,360 144,770
13,346,973 4,845,364
(2,436,124) (2,557,600)
10,910,849 2,287,764
369,350 1,362,966
4,468,359 869350
5,337,709 2232316
(869,350} (1,362,966)
4,468,359 869,350

B
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10.3

10.4

Thiz includes Rs. 39,521 million booked on account of Gas Infrastructure Development Cess {GIDC) for
the period from August 2014 to June 2017, The Company, along with various other companies has
challenged the legality and validity of levy and demand of GIDC in Honorable Lahore High Court which
is pending adjudication. However, on a prudent basis, the Company has recorded the GIDC amount for
the mentioned period. Further, due to non payment, default surcharge of Rs. 13.007 million for the
period from September 2015 1o June 2017 has been imposed on the Company, which has not been
recorded in these financial statements based on the opinion of legal advisor. The management is hopeful
that the Company will not be required to pay the default surcharge.

These interest free security deposits are held by the Company against vendors for waste and varn sales.
These are repayable on demand subject to clearance of dues,

amz 2014

Mark-up acerued on borrowings Rupees Rupees

Long term financing - secured 2,521,219 4,280,093
Short term borrowings - secured 8,099 903 10,911,944

10,621,122 15,192,037

Contingencies and commitments

12.1

12.1.1

12.2

12.2.1

12.2.2

Contingencies

The Company filed an appeal before the Honorable Supreme Court of Pakistan against the judgment of
the Division Bench of the Honorable High Court of Sindh at Karachi. The Division Bench, by judgment
dated 15 September 2008, had partly accepted the appeal by declaring that the levy and collection of
infrastructure cess / fee prior to 28 December 2006 was illegal and ultra vires and after 28 December
2006, it was legal and the same was collected by the Excise Department in accordance with the law. The
appeal was filed against the declaration that the infrastructure cess / fee collected aller 28 December
2006 by the Excise Department is in accordance with law. The Prowvince of Sindh and Excise and
Taxation Department had also preferred an appeal against the judgment decided against them. The
Honorable Supreme Court consolidated both the appeals and were set aside. Thereafter. law has been
challenged in constitution petition in the Honorable Sindh High Court Karachi. Stay has been granted by
the IHonarable High Court on 31 May 2011 on payment of 50% of the cess to the Excisc Department and
on furnishing of bank guarantee amounting to Rs. 8.07 million for remaining 50% to them, The petition
is pending for hearing and stay is continuing. No provision has been made in these fAnancial statements
as the management is confident of favourable outcome of the matter.

Commitments

Agaregate amount of bank guarantees issued by banks outstanding as at balance sheet date amounted to
Rs. 49,990 million {2016: Rs. 40.944 million)

2017 2016
Rupees Rupees
In respecl of
- letters of credit for:
- capital expenditure 416,985,513 -
- staves and spares 21,075,128 -
- raw mMgierial 52,110,575 3,349 428
Civil works 5,281,866 -
495,453,082 5,349,428

q
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Frechobd land

Butldings on freekold land
Plant and machinery
Vehicles

Fumiture and fixtare
Electnc installation

Tewls and eguipment
Office equipment

Tube well

Loawed

Wehicles

018

13.2 The deprecia

Cost of sales
Admimstrative expenses

2016
—— Accumuluted Depreciation -
) Met ook
Az at transfers Disposals Az at Rt As at Charge for the  Transfers dunng Dhspasals Az at value as at
01 July during the during the B0 Jume i1 July yeur the s during the 3 June 0 June
2015 vear yeiur 2016 2015 ¥oar 2006 2016
..................... B L T TR % D T el .11 . - R T
34,857 369 - - 3457 360 - - - - . . 34857 309
214 943 503 26201728 - 24119534 5 B1.481. 750 6,734 763 - - 58,266,493 152,928,738
| 654 RO BOG 197 080,509 (12486076 1849488230 | 10 & 5 663,127 729 B0,729.077 . {9,574 358) Thd IEZ A48 1,115,205,791
4,254,754 2,383,000 - 6,637,754 n 2,739 250 479 337 1,14%9 347 - 4,367 034 2,60 520
3108031 24 800 - ER R 5] i 1,982,045 113,765 - - 2,095,810 1,037,021
72,537.273 11,672,562 - B4,200,835 I 45,101 R84 3,038,192 - . 48,140,076 36,069,759
9004 000 - - 9004 000 m 5,737,053 326,645 - - 6,063,748 2,940,252
G AL 414,191 7255206 i 2 hdR 354 441 989 - - 090,343 4,164,563
4,271,530 - 4,271,230 n 474067 379 746 - - 853,813 34177
2004 761 281 237,776,790 (1ZARe0Te) 2240081595 503292112 3,293 564 1,145,347 {9,574 ,358) BET, 160,665 1,352 891,330
2,383,000 (2,383 000 - - 20 1061, 239 BE118 (1149347} - - -
2,383,000 (2,383 006} . 6l 220 BELIR (1,149 347) - = -
2007144 28] 235393.790 (12 486076) 2240051 995 B4 353 341 92381682 - (%.574.358) H87.180 665 1,352, 891,330
27 2016
n charge Tor the year has been allocated as follows: N Rupees Rupees
7 94,798,926 90,097 279
23 1,443,638 1,384,403
6,242 564 91581682
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13.4

15

Disposal of property, plant and equipment
: Particulars , Accumulated Written Sale : Maode of
Particular Cost S _
of buyers depreciation  down value proceeids disposal
--------------------- Rupegs -------------ccau=w--
‘ombe Mati Textile :
o ancnel el 3414971 2197017 1,217,954 - Donation
Machine Liniversity
207 3,414,971 2,197,017 1,217,954 -
2016 12,486,076 9,574,358 2911718 2,705,529
2017 2016
Capital work in progress MNate Rupees Rupees
Opening balance = -
Additions during the vear 0,986,707 =
Transfers to property, plant and equipment - -
Adjustment of advance (141,857}
Closing balance i35 6.844,850 -
13.5  The breakup is as follows:
PPlant and machinery 3920316 -
Advances for civil wark 2,915,534
6,844,850 -
Intangibles
Comfrfer sofiware
Cost JEN 1,973,122 1,973,122
Less: Accurnulated amortisalion P42 (1479,83% (1,085 215)
493,283 BE7.907
Amorlization rate 0% 20%
141  Cost
Al beginning of the vear 1,973,122 1,973,122
Additions during the year - -
Atend of the vear 1,973,122 1,973,122
142 Accumulated amortisation
At heginning of the year 185,215 690,591
Amortisation for the vear 304,624 394,624
Al end of the vear 1,479,839 1085215

143 The amortisation charge for the vear has been allocated 1o administrative expenses as relerred to in note 23,

Long term deposits

These mainly include security deposits with Water and Power Development Authority.

Stores, spare parts and loose tools

Stores
Spare parts and loose ools

2017 2016
Rupees Rupees
16,912,533 15,064 418
27,588,019 31,780,740
44,500,552 46,845,158

&



2017 2016

17 Stock-in-trade Note Rupees Rupess
Faw material 174 540,623,900 568,639,671
Packing matcrial 9,672,437 6,666,054
Work in process 14,209,275 16,380,099
Finished goods 17.2 146,044,212 47,291,449

T10,549,824 638,977,273

171 Raw materials amounting to Rs. 342,15 million (2016; Rs. 512 million) are pledged with lenders as security against
short term borrowings as mentioned in note 9,1,

17.2 This includes net realizable value adjustment of Rs. 2,97 million (2016: Nil)
2017 2016
18 Trade debts Naore Rupees Rupees
Local debtors - wnsecured, considered pood 82,034,362 63,315,127
Considered doubtful 2,711,216 857,758
84,745,578 64,172,885
Provision for deubtful debis 23 (2,711,216) (857,758)
82,034,362 63,315,127
19 Advances, deposits and prepayments
Advances to employees - unsecured, considered good 412,012 524,914
Advances w suppliers - unsecured, considered goad
- loeal 1,206,153 1,631,031
- foreign - 5,076,466 -
Security deposits 6,000 i, (K0
Sales tax receivable 159,469,326 140,252,913
Advance against letters of credit 1,208,745 722,199
Margin on bank guarantees 8,006,427 7,996,427
Prepayments 1,310,935 2,149,267
177,686,064 153,282,751
20 Cash and bank balances
Cash in hand T6HT, 066 1,974,821
Cash at bank;
Current accounts 21,508,951 71,907,242
Saving account 20.1 10,159 10,105
21,287,106 73,892,172
20.1  These carry mark-up on saving account at 3.75% to 4.75% (2016: 3% 10 4%) per annum.
21 Sales - net
Lacal:
Cotton yarm 2,788,026,692 2,605,510,587
Wiscose varn 34,050,931 -
Waste Sale 173,680,599 113,492 983
Haw material 6,355,194 70,571,539
Fxpars; )
Callon yarn - 108,729,758
3002,113,416 2 R08, 304,867
Less:  Sales tax (6,306,742) (79,723,637)
2,995,806,674 2,818 581,230

o



22  Cost of sales

23

Raw material consumed

Salaries, wages and benefits
Power and fuel

Stores and spares consumed
Packing material consumed
Repairs and maintenance

WVehicles running and maintenance
Insurance

Staff retirement benefits

Rent, rates, taxes and telephone charges

Freight charges
Entertainment
Depreciation
Other expenses

Work in process
At beginning of the year
At end of the year

Cost of goods manulactured

Finished goods
At beginning of the year
At end of the year

Cost of sales - purchased products

Administrative expenses

Salaries and other benefits
Traveling expenses

Telephone, postage and telegrams
Rent, rates and taxes

Power and fuel

Printing and stationery
Entertainment

Insurance

Repairs and maintenance

Legal and professional charges
Auditors’ remuneration

Vehicle running and maintenance
Charity and donation
Subscription fees

Staff retirement benefits
Provision for doubtful debts
Depreciation

Amortisation

Other expenses

Nere
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23:1

232

18

i3.2
14,2

2017 2016
Rupees Rupees
1,909,708,897 1,689,143,903
178,403,327 181,537,929
390,119,854 360,008,259
46,706,267 60,489,096
51,174,071 44,103,148
52,643,724 41,261,457
1,361,619 1,613,514
11,452,617 10,302,363
9,606,147 11,195,115
517,802 886,590
314,999 562,282
634,334 482,295
94,798,926 90,997,279
6,788,101 13,866,118
2,754,230,685 2,506,449 348
16,380,099 20,141,229
(14,209,275) (16,380,099)
2,170,824 3,761,130
2,756,401,509 2510210478
7,291,449 || 109,519,165
{146,044,212) (47,291,447
(98,752,763) 62,227,716
5,734,862 69,955,931
2,663,383,608 2,642,394,125
16,798,937 14,763,054
52,765 79,034
124,427 155,406
1,653,795 | 688,335
856,249 942 689
301,355 323,963
284,448 229,971
48,984 138,280
391,040 683,567
1,066,660 1,053,335
250,000 250,000
733,969 1,140,973
6,684,163 4,075,000
178,459 168,139
520,991 559,957
1,853,458 857,758
1,443,638 1,384,403
394,624 394,624
1,028,082 334,478
34,666,044 29,222,966

o~
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2017 2016
Rupees Rupees
231 Auditors’ remuneration
Audir fee 200,000 200,000
Chet of pocket expense ) 50,000 50,000
250,000 250,000
232 These donations were given to Mational Textile University Faisalabad and Chaudhary Masurullah Family Trust (the

Trust). Mr. Tariq Mehmaood, Mr. Javed Nasrullah and Mr. Raza Nasrullah, Directors of the Company, are on the

Board of the Trust. Head office of the Trust is situated at 29-Shadman 11, Lahore, Pakistan,

07 2016
Mate Rupees Rupees
Distribution cost
Freight and other expenses - axpart
Oeean freight - 686,503
Others - 10,218,598
- 10,903,101
Salaries and other benefils an1,571 272,530
Freight and other expenses - logal 3,921,641 4,421,144
Commission on yarn sales - local 16,652,838 16,144,235
Loading and other expenses 5,222,230 4,712 566
26,098,280 36,455,576
Other expenses
Workers' Profil Parlicipation Fund Ty 10,210,849 2,287,764
Workers' Welfare Fund 4,468,359 69,350
Lass on disposal of property, plant and equipment - 206,189
Losgs of stock due to fire - 27,743,872
Exchange loss = 40,996
15,379,208 31148171
Other income
From financial assels:
Profit an hank deposits 208 343
Insuranee claim against yam theft 6,051,432 -
Insurance claim against loss of stock due to fire n 28,476,000
From non-financial assets: '
Income on sale of scrap 264,464 257916
6,316,104 28,734,250
Finance cost
Interest and mark-up on
- Long term financing - secured 22,218,489 26,981,725
- Finance lease = 11,354
- Shott tenm borrowings - secured 34,240,915 35657957
Commission on letter of credit 2,477,139 2,312,444
Interest on Workers' Profit Participation Fund i 148,360 144,770
Commission on bank guarantees 343,688 83,135
Bank charges 329,276 305,092
59,757,867 65,496,477
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Taxation

Current
- for the vear

= AR

Deferred - for the year

28,1  Tax charge reconciliation

Numerical reconciliotion berween tax expense and accoumiing profit

Profit before mxation

Applicable tax rate as per Income Tax Ordinanee, 2001

Tax cffect of;
- ingome under Final Tax Regime

- change in proportion of local and export sales

- prior year adjustment in current tax
- lax eredils

- cffeet of minimuom tex over tax under Normal Tax Hegime

- effeet of permanent difference on donations

- gthers

Transactions with related parties

2017 2006
Rupees Rupees
63,541,983 8,477,762
94,414 815,773
63,636,397 9,293,337
13,401,953 25,253,941
77,038,350 34,549,478
2017 2016
Rupees Rupees
202,837,771 42,598,174
------- (Percentage) --------
3% J1%
017 2010
Rupees Rupees
62,879,709 13.631.416
5 1,087,208
15,683,578 12,651,398
04,414 815,775
(4,362,616) (19, 708,051)
- 27098315
2,072,001 -
671,174 (1,027,073)
14,158,641 20,918,062
TT038,350 34549478

The Company is a subsidiary of Pak Kuwwait Textiles Limited and accordingly all the associated wndertakings ol Pak
Kuwait Textiles Limited are the related parties of the Company. Further, related partics include entities over which
dircetors are able to exercise influence. directors and key management personnel. Transactions with related parties are as

follows:

Related partics

Unigohar Homes (Private)
Limited - Associated undertaking
Pak Kuwait Textiles Limited - Parent Company
Koy management personns]
Chaudary Masrullah Family Trust
- Associated undertaking

Nature of transactions

Fent
Reimbursements
Femuneration

Donations

2017
Rupees

1,584,000
2 ART 499
11,013,273

4,997,000

2014
Rupees

1,584,000
1,940,829
4,474,344

4,075,000

il



30 Financial Instruments

The Company has cxposures o the following risks from its use of financial instruments:

- Credit risk
- Liguidity risk
- Mlarket risk

This note presents information about the Company’s exposure to each of the above risks, the Company’s objectives, policics and
processes for measuring and managing risk, and the Company’s management of capital,

Rixk management framework

The Board of Directors has overall responsibility for the establishment and oversight of Company’s risk management framework.
The Board is also responsible for developing and menitoring the Company's risk management policies,

The Company’s risk management policies are established to identify and analyze the risks faced by the Company, to sel
appropriate risk limits and controls, and to monitor risks and adherence to limits, Risk management policies and systems are
reviewed regularly 1o reflect changes in market conditions and the Company's activities. The Company, through ils training and
management standards and procedures, aims to develop a disciplined and constructive control environment in which all
employvees understand their roles and obligations. The Board of Directors reviews and agrees policies for managing each ol these
risks,

0.1 Credit risk and concentration of credit risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument fails 1o
meet its contraciual obligations. To manage credit risk the Company maintains procedures covering Lhe application
for credit approvals, granting and renewal of counterparty limits and monitoring of exposurcs against these limits, As
part of these processes the financial viability of all counterpartios is regularly monitored and assessed.

ALl Exposure to credit risk

The carrving amount of financial assers represents the musimum eredit exposure. The maximum exposure to credil
risk as at the end ol the reporting periad was as [ollows:

2017 2016
Rupees Rupees
Trade debrs - unsecured, considered good 82,034,362 63,315,127
Deposils and other receivables 21,320,599 12,011,868
Margin account with a banking company 8,996,427 7.9496 427
Bank balances 21,519,140 71917351
133,870,518 135,240,773

a0.1.2 Concentration of credit risk

The Company identifics concentrations of credit risk by reference to type of counter party. Maximum exposure 1o
gredit risk by type of counlerparty is as follows:

20017 2016
Hupees Rupees
Customers $2,034,362 63,315,127
Banking companies and financial institutions 30,515,567 79,913,778
Uthers 21,320,599 12,011,868
T 133870528 155.240.773

30.1.3 Credit quality and impairment

Credit gualily of financial assets is assessed by reference 1o external credit ratings, where available, or w historical
information about counterparty default rawes. All counterpartics, with the exception ol customers, have external credit
ratings determined by various eredit rating agencies. Credit quality of customers s assessed by reference Lo historical

defaults rates and present ages, h&‘

W
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Counterparties with external credit rasings

These include banking companies ané finaneinl nstitulions. These counterpartics have reasenably high credit ratings as determined by various
credit tating apencies Dhee o long standing business relationships with these counterparties end considering their strong financial standing,
minagement does not expest non-performance by these counterparties an their abligations 1o the Company, Followimg are (e credit matings of

counterpirties with external credit ratings:

Rating Rating ams7 2ia

Banks Short term Long term Apgency Rupees Rupees
Mationizl Bank of Pakistan Al AdA PACEA 957,846 4,081 5489
Faysal Bank Limincd Al AB PACRA H996,453 13,156,579
Favsal Bank Barkat lslamic Banking Al+ A PACRA 62,500 257590
Dbk Bk Limited Ael= AdA JCR-VIS 2,556,680 13,133,468
Biank Alfalah Limired Al+ AA+ PACRA 169 364
Bunk Allalah Limied lslamic Banking Al+ AdH PACRA 1091811 7,952 900
tloezan Bark Limited A-l= AA JCR-VIS 4,557,258 19,842 959
United Bank Limited A= AAA ICR-VIS 5,500 5,544
MO Bank Limited Al+ AN PACKA 1,868 594 555955
Halzils Metropalitan Bank Limited Al+ b PACTA 2,904,965 5,894,791
Bank Al Habib Limited Al A PACEA 4465574 12,005,110
Bank of Punjak Al Ad PACRA 1,118,181 1,854,148
Askari Bank Limited Al A ICR-VIS 1,029,227 L 376

0515567 79913778

Comerpterpureties witlowt external credit rafngy

These include custemers which are cownter parties to

Compuny a5 ul the reporting, date 15 a5 fllows

ocal und foregn e debis against sale of yarm, The analysis of ages of tade debts af the

a7 WG
Rupees Rupees
The aging of trade receivable at the reporting date 15
Past due 1-30 days 62,305,504 55,191,755
Past due 31-180 days 16,563,369 6,561,029
Past dua 181 days -365 days 3,161,361 1425435
sl dus 360 & above 2,717,344 05 G66
84,745,578 64,172 885

A year end, trade debts do not include any balance receivable from related parties (2016 Mil),

Liguidity risk

Liquidity risk is the risk that an entity will encounter dillicully in meeting the obligations associated with its financial liabilities that are seftled by
delivering cash or anether Mrancizl assels, or that such obligations will have 1o be setlad in & manrer unfavorable to the Company. Managament
closely monitors the Company’s liquidity und cash Oew position, This includes maintentmee of balance sheet liquidity raties, debtors and ereditors
concentrition both in tenms of the everall funding mix wnd avoidanee of undue reliunee on large individual customers.

Ultistate responsibility for liquidity risk management rests with the Board of Directors, which nas built an appropriate hquidity risk inanagement
framework for the management of the Company's shoet, medium and long-term funding and Jiquadity management requirements. The Compuny
mangapges liguidity risk by manaining sdequate reserves, banking fucilities o reserve borrawing facilities, by continuously muonitoring forecast
and ectual cash flows and marching the maturity profiles of financial assets and Tabilites
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Exposure to liguidity risk

Contracial maturives of finasetal Habititles, including estimated interest payaents

The following ure the remaining contractual matunties at the reporting due, The amounts are grossed and undiscounted, and include estimated
interest payments and exclude the impact of netting gereements.

Now-derivaiive fTnanclal Tabilisics

Loy term finaneing - sectred
Truie and ether payables
Mark-up accrucd on borrowings
Shart term borrowings - secrrd

Nowe-derivaiive finpecial fabilitle

Leng term financing - secered
Trade and other payables
Mark-up acerued on borrowings
Short term borrowings - secursd

Murket risk

017
Carrying Contractunl cnsh Between 1 to 5
anmount flows Liss than 1 year YEATS Above 5 years
r (Hupees)
242,607 924 272,859,525 122,024,441 150,835,084
126,546,141 126,546,141 126,546,141 - -
10.621,122 10,621,132 10,621,122 -

30651184 SE0E51, 184 JBO651, 184 - -
Tal.426,371 THLGTT.IT72 63'1.!141&38 150,835 (84 -

016

Carrying amount

Contraciual cash

Between 1 to 5

flows Leess than | vear years Above 5 yeors
(Rupess)
358,014,822 a4, 285037 138,220,076 276,064 061 -
116,734,231 116,734 231 116,734,231 -
15,192,037 15,192,037 15,192,037 -
471,885,185 471 HES 185 A471.885, 185 - -
i ] .H30E:’.=‘J'IE= 1] B 046 450 T42.032.429 276,064 061 =

harket risk 25 the risk that charges in market prices, such as Toreign exchange Tates, inlerest rales and cquity prices will affect the Company's
income or the volne of its heldings of financial instruments. The objective of murkel nisk management is 1o manige and eontrol markel tisk

exposures within acceprable parameters, while optimizing return. The Cempany is not exposed 10 market risk.

Currency risk

The Company is exposed to currency risk on import of raw materials and stores and spares and export of goods mainly deneminaled in LIS dollars
and an forcign curreney bank secounts. The Company's exposurs to foreign curreney risk for US Dollars is as follows:

Expusure fo currency fsk

The sommary quantitative data abour the Company's exposure n currency risk as reported o the management of the Company 15 a5 follaws. The
figures represent foreign currency balances afler conversion in Pak Rupees using exchanse rutes prevailing at the halance sheet date

Foreign crediors
Fargign debtors
Mt cxposur:

Exchange rates appifed dnring tie vear

The following significant exchange rate his been applied:

USsDiwo PKR
Nensitiviry analvyiy

17 2016
UsD Rupces LI&D Rupees
1,621 170,129 23493 2457318
1,621 170,129 23,493 2,457,318

Avernge rale

Reporting date rale

07
Rupees

104,78

2Mé
Rupsaes

10310

2n7 2016
Rupees Rupeccs
104,95 (XS]

A reasonubly possible strengihening ¢ {weakening) of 10% in Pak Rupec against the following currencies would have affected the measurement of
financial instruments denominated in foreign currency and affected profit and loss by the amaunts shown below at the balance sheet. The analysis
assumes that all other variahles, in particular interest rles, remain constant and ignoeres any impact of forecast sales and purchises,

Effect on prafit or lovg

L% Dollars

M7 2016
Rupees Fupess
17013 245,732

The strengthening of the FKR against US Dollas would have had an sqqual but opposite tmpoet on the pre tax {loss)profit. 'd(

‘“y\
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The sensitivity analvsis prepared is nol necessarily indicative of the effects on (loss) ¢ profit for the year and assets ¢ liabilitics of the Cornpany,

Interest rate rish

At the reporting date the intzrest rate profile of the Company's significant interest beaning financizl instruments was as follows:

. Carrying amaunt
0T 20046
Wil K R R e Rupees Rupees
Furencid {ahilifies
Long term leans - secured 242,607,924 58,018,422
Short term borrowing - securcd 380,651,184 471,885,185
623,259,108 B0 50 00T
Famancic! ssely
Saving bank accounts (10,1549 (10,104
623,248,949 R29 893 894

i ) asdiiviry anadysis for fived rate ins A3

The Company does not account for any fixed rile financial assets and lisbilities at fair valse through profit und loss. Therefore a change in inlerest
rittes At the reporting date would not affect profit and loss account

Cash flow sensiivlne analvsis for variahle rafe instranmants

A change of 100 hasis points in interest rales at the reporting dute would have increased![decreased) profit for the year by (he amownts shown
below, This analysis assumes thal all oller variables, in particular foreign currency rates, reman constant. The analysis is performed an the same
Disis foa 20010

__ Profit before taxation 100 bps

Inerease Diecrense
As at 30 June 2017 Hupees Rupees
Cush Now senstviy-% anable rate financial liabilities (6,232 480} 1,232,489
Ag at 30 June 2016
Cash flow sensitivity=-"anable rute Dozl liabilities (82498910 8,298,935

The sensitivity analysis prepared is not necessarily muwatiee of the effects on lass for the year and assets lubilites ol the Company.

Capital management

The FBoard's policy i to maintain an efficient capital base s¢ &5 10 maintain investor, creditor and markel confidence and 1o sustan thee future
development of its business. The Board of Directors monitors the retem on capital emploved, which the Company defines as operating income
divided by total capital empleyed, The Beard of ircctors also monitors the level of dividends te ordinary sharzholders,

The Company'’s ohjectives when managing capital are:

{i Ta safsguard the entinys ability 1o continue as 4 going concem, 50 that it can continue to pravide reurms for sharcholders and benefits
fior ather stakeholders, and

{1} To provide an adequate return to sharcholders.

The Compary manages the capital structure in the context of econamic conditions and the nisk charastenistics of the underlying assets. In order 1o
frasintain of adiust the capital structure, the Compary may, for example, adjust the ameunt of dividends paid to sharcholders, issue new shares, or

sell assens to reduce debt. {\h
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32

33

Lahore Chief Fxecutive

Remuneration of key management personnel

The aggregate amounts charged in the financial statements for the remuneration, including all benefits, to the
Executive Director and executives of the Company were as follows:

Executive Director Executives
2017 2016 7 2016
(Rupees)

Managerial remunerations 2,520,000 2,240,000 0,678,024 5,630,800
Retirement benefits 165,000 146,667 437,252 308,683
Utilities 180,000 160,000 477,000 402,200
Leave Encashment 133,333 116,667 174,167 202,833
Medical expenses 200,250 149986 48,247 36,508

3,198,583 2,813,320 7,514,690 f,661,024
MNumber of persons 1 1 7 7
31.1 No remuneration or any other benefits are being paid to the Chief Executive Officer of the Company

(2016: Nil).
312 The total and average number of employees during the year and as at 30 June are as follows:
27 2016

{(Number of persons)

- Az at 30 June 641 603
- Average number of employees 637 T

Plant eapacity and actual production

Spinning Linit 2017 2016
Number of spindles installed No. 45,408 45 408
Plant capacity on the basis of utilization

converted into 20s count Kes 18,155,492 18,155,492
Actual production converted into 205 count Kgs 21,077,117 16,191,037

It is difficult to precisely describe production capacity and the resultant production converted into base count in
the textile industry since it fluctuates widely depending on various factors such as count of yarn spun, raw
material used, spindle speed and twist, picks ete. It would also vary according to the pattern of production
adopted in a particular year.

Date of authorization for issue

These financial statements were authorized for issue on by the Directors of the

Compw \{‘&ﬁ

S




Name of Company AL NASR TEXTILES LTD.

Pattern of Holdings of the Shares held by the Shareholders of AL NASR TEXTILES LTD.

as at 30 th June, 2017

Shareholding

Mo. of shareholders From To Total Shares held
2 00001 10,000 9,002
i 10,001 50,000 269,103
1 50,001 100,000 99,515
3 100,001 300,000 673,290
1 30,000,001 35,000,000 33,119,000
14 TOTAL:- 34,200,000
Categories of No of Shares
Shareholders Shareholders Held Percentage
Individuals 14 1,081,000 3.16%
Helding co. 1 33,119,000 96.84%

TOTAL:- 15 34,200,000 100.00%
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