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CORPORATE VISION / MISSION STATEMENT

Visi

We aim at transforming GSML into a complete Textile unit to
further explore international market of very high value products.
Our emphasis would be on product and market diversification,
value addition and cost effectiveness. We intend to fully equip the

Company to acquire pioneering role in the economic
development of the Country.

\ J

Mission

\

a A
The Company should secure and provide a rewarding return on

investment to its shareholders and investors, quality product to its
customers, a secured and environment friendly place of work to
its employees and parent itself as a reliable partner to all business

associates.

. J
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NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that Annual General Mectingol GulshanSpinning Mills Limited tthe
~Company™) will be held at 2 Floor Finlay House. LI Chundrigar Road. Karachi on
\\'cdnesdayﬂ" January, 2018 at 11:00 A.M, to transact the following business:

. Toconfirm the minutes of the last Annual General Mecting of the Company.

2. To receive. consider and adopt the audited financial statements of the Company for the
financial vear ended on June 30, 2015 together with Directors” and Auditors” Reports
thereon.

3. To appoint auditors of the company for the next financtal year 2013-2016 and fix then
remuncration. The retiring Auditors M's Baker Tilly MchmoodldressQamar. Chartered
Accountants, being cligible, have offered themsclves for reappomtment as Auditors ol the
company.

4. Totransactany other business with the permission of the Chairman.

By Order of the Board
Muhammad Saleem Raza
Karachi: Company Sccretary

January 10.2018

NOTES:

|-

The share transter books of the company will remain closed and no transfer of shares
will be accepted for registration trom 24" January, 2018 to 31" January, 2018 (both
days inclusive).

A member entitled to attend and vote at the general mecting may appoint any other niember
as proxy in writing to attend the meeting and vote on histher behal s Duly completed formts)
of proxy must be deposited with the Company at the Registered Office of the Compariy not
later than 48 hours betore the time tixed for the mecting.

CDC Account Holders are requested to bring with them their CNIC along with participant
1. &their account number at the time o mectingin order to factlitate identificotion. Ficase
of corporate entity. a certificd BOD resolution'valid power of attorney with specimen
signature of the nominee be produced at the time ofmecting.

Members are requested 1o notity immediately changes of their addresses G any ) o our
Shares Registrar M's HameedMajeed  Associates (Pv) Limited. Karachr Chaber.
HasratMohani Road, Karachi.
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GULSHAN SPINNING MILLS LIMITED ANNUAL REPORT 2015

DIRECTOR'S REPORT TO SHAREHOLDERS

The Directors of your Company are pleased to place their report together with the Auditor's Report and
audited Financial Statements of the Company for the year ended June 30, 2015 at the Annual General
Meeting of Company.

Overview

The year under review has also been proved difficult period. Severe energy crises coupled with on-going
financial impediments have obstructed the utilization of production capacities. The root cause for this
underutilization had been non-availability of working capital facilities which were blocked by the
banks/financial institutions unilaterally, and resultantly the Company could not efficiently purchase sufficient
raw material to run the installed capacities at optimum level. This hindered the Company's plan to achieve the
desired production targets which badly affected our sales turnover as well as profitability of the Company. In
spite of the ongoing adverse eventualities the Management is making all possible efforts to keep the Mills of
the Company operational.

The debt amortization profile, higher interest cost and associated liquidity problems have forced the
Company to initiate restructuring of its debt obligations subject to reconciliation of financial obligations t¢
ensure continued timely discharge of its commitments to its lenders. The Company has initiated the debt
restructuring process with the help of the key lending financial institutions. In this regard leading law firm has
been appointed as transaction lawyer and restructuring plan/terms are in process of finalization and majority
of financial institutions have agreed in principle to the restructuring process. Once achieved it would improve
the company's financial health and liquidity of the Company.

The Management is conscious of the issues that are affecting our operations and are committed to pians to
turn Company into profitable entity by implementing the restructuring process for better financial position,
strengthening our operations through proficient acumen, improving manufacturing processes and offering
better service to our customers.

Operating & Financial Performance

Operating indicators 2615 2(;14 -
 (Rupees) | (Rupees)
Sales 24761805 001069450
Cost ofgoodsﬂsold o 74192;273127 - 717,7;273.592,70677
Financial cost 2780 |  6.661350

— e e e e e o

Pre tax Loss (498,146,217) (208.802.457)

Provision for taxation (81,019.879) | {6.057.046)
| oss after taxation (417,126 .,338)

— [ S — — SRS I

(202.745.411)

Future Cutiook

The Company's Management in order to offset the effect of increased power cost and Rupee devaluation is
trying hard to utilize the production capacity to its optimum level.

The high cost of production resulting from higher cotton prices, rising energy costs. increasing prices of
imported inputs due to depreciation of Pakistani rupee, double digitinflation, and prolonged power cuts are
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DIRECTOR'S REPORT TO SHAREHOLDERS

poOSinG
future.

srious threats to textile sector. On these fronts the situation is expected to remain voiatie in the

This impediment 1s expected 1o be over in near fulure as the restructuring process s expected
completed soon and this would result in better utilization of production capacities. Once the on
reconcitiation & restructuring process is completed, we would be in better position to embark upon th
hetter priced procurement of the required raw materiais.

Subsequent to the restructuring and other proonsed measures mentioned above

1w Manageno:s
Company envisages for the continuing operations of the

sompany. With positive impact on fina
reduced costs, more effective management of resources and raw material procurement. the Con
expected to operate profitably, subject to impact, if ary. of uncentroliable external circumstances inc
power crises and global market conditions.

Auditors’ Observations

Auditors’ Observation regarding going concern, the Management
institutions for speed up the process of negotiations and finalizat
is confident that outcome will be positive Itis werth noting th a*m\
in this respect majority of the banks/financial institutions ha
Arrangement by the Creditors is in process of finahzation vv‘ f the“
Transaction Law"ﬂ-' and after its approval from Honcurable Sindh Hngb Co Jr* a Q\/Pﬁ’f{)wf*’j rv
agreement is Dmp%w 10 be exccuted betwe the Company and respective barnks Ac
remrudunrg terms all ongoing litigatons by or against the Company will be withdrawn by the
parties,

+
£

manc;al re%frurturfng ¢ f i
n.«,turmq pr' 5 a‘ddvan

The Management is making uimost efforts to recover rom the present financial crises and has made its beat
and maximurm possible efforts to corne out from the orevailing misfortunes. Reluctantly, the Management hag
to retrench most of their manpower we 1gth and has 1aken steps towards resource conservations, effective
utilizations of natural resources and raw materiais. The Management therefore is of the view that after
restructuring of debits going concerr observation will be resolved

f

Due to pending Hitigation in the High Court agam stthe Company forrecovery of amount, the Company has not
provided accrued mark-up in these accounts. Consequently banks/financial institutions have nct confirmed
the amounts which are already disputed by the Company.

The Company is very hopeful that with reconciliation of amounts, release of security In post re-profiling
scenario. the financial health of the Company will be improved which will enable the Company to 'mrc* ase
cost effective tirnely raw material, manage the resources properly, combat the pressures of local and global
market and tackie with energy crises.

Value of investment in Gujranwaia Energy Limited (GE! ) under eguity method has been determined based on
the unaudited financial statements of GEL GEL was unable to complete its audit due to non appcintment of
CEO by Energy Infrastructure Holding (Pvt) Ltd (EiHFL), which is 50% shareholder in GEL was required to
nominate the CEQ for GEL ,however the same was not nominated by EIHPL for several years despite
reminders to EIHPL by GEL as aresuit of which GEL was unable to complete its audit.

Corporate Governance

Your Company has been complying with the rules & regulations of Securities and Exchange Commission of
Pakistan and has implemented better internal control policies with more rigorous checks and balances.

Board meetings and attendance

Four (4) meetings of the Board of Directors were held and attendance thereof by each director is as follows:
Name of Director No of meeting attended

Mr. Tanveer Ahmed 4

Mr. Riaz Ahmed

Mr. Sohail Magsood

Mr. Hussain Ather

Mr. Iftikhar Ali

Mr. Muhammad Shafig (Resigned 01/01/2015)

Mr. Muhammad Magsood —ul-haq (Appointed 01/01/2015)
Mr. Muhammad Yousaf 4

Leaves of absence were granted to the members who could not attend the meetings.

N OB B A
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| DIRECTbR'S REPORT TO SHAREHOLDERS

| Earnings/(Loss) Per Share

The ioss per share of the Company for the period ended June 30, 2015 was Rs. (18.77) as compared to the
previous year of Rs. (9.12)

Dividends

Due to circumstances discussed above, the Board of Directors does not recommend dividend for the year
ended on June 30, 2015.

Corporate Social Responsibility

Your company is responsible corporate citizen and fully recognizes its responsibility towards community.
employees and environment.

Web presence

Annual and periodical financial statements of the Company are also available on the Company website
www.guishan.com.pk for information of the shareholders and others.

( Related Party Transactions

| The transactions between the related parties were made at Arm's Length prices determined in accordance
with the “comparable uncontrolied price method”. The Company has fully complied with the best practices on
transfer pricing as contained in the listing regulations of stock exchanges in Pakistan.

Trading in Company's Shares

During the year under review the trading in shares of the Company by the Directors, Chief Executive Officer.
Chief Financial Officer, Company Secretary and their spouse and minor children is as follows:

Name Opening Balance Purchases Sales Closing Balance
as on 01.07.2014 as on 30.06.2015

Mr. Magsood -ul-Hag NiL 500 NIL 5C0

Mrs. Naureen Tanveer 926,597 7.949 NIL 934 546

Statement on Value of Staff Retirement Benefit
As on June 30, 2015 deferred liability for gratuity is Rs. 23,299.607/-
Auditors

Messrs Baker Tillv Mehmood Idress Qamar, Chartered Accountants being eligible have offered themselves
for re-appointment. The Audit Committee has also recommended their appointment as External Auditors of
the Company for the next financial year 2015-2016.

Pattern of Shareholding

The pattern of shareholding as at June 30, 2015 including the information under the code of corporate of
governance is annexed.

Acknowledgement

Finally, the Board avail this opportunity to thank our valued customers and financial institutions whose faith
and support over the years has fostered a mutually beneficial relationship which played a pivotal role in
improving our products services and contributions tc the economy.

The Board also wishes to place on record its appreciation for the employees members of management team
for their efforts, commitment and hard work and to the shareholders for the trust and confidence reposed in it.

On behalf of the Board

«"J"ii‘\ru;{ 1
Lahore SOHAIL MAQSOOD
December 29,2017 CHIEFEXECUTIVE
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GULSHAN SPINNI

REVIEW REPORT TO THE MEMBERS
ON STATEMENT OF COMPLIANCE WITH THE CODE OF CORPORATE GOVERNANCES

We have reviewed the enclosed Statement of Compliance with the best practices contained in the Code of Corporats

Covernance 17 the Code™y prepared by the board of Dircctor of Gulshan Spinning Mills Limited € the Company '3 o
{ ¥ b g |

_isting Regulations No. 35 of the Pakistan Stock Tache

cnded tune 30, 2005 to comply with the requirement of
(formwrhy Karachi and Lahore Stock Fxehanges) where the Cempany is listed.
The responsibility for compliance with the Code is thal of the Board of Directors of the Company. Our responsibibite s o

review, to the extent where such compliance can be objectively verified, whether the Statement of Compliance reflects the

status of the Compar's compliance with the provisions of the Code and report if it does not, to highlight anv non-conipl

with the requirements of the Code A review is limited promarily o inguiries of the Company's personnel and review o

various documents prepared by the Company to comply w ith the Code.

< part of our andii of the financial statements we are required Lo oblain an understending of the accounting and internad

control sy slems suiticient to plan the aadit and develop an ertective audit approach. We ave nol required to consider whether
the Board of Dircciors statements o internal control covers all risks and control or o torm opinion on the eltectiveness o

cuch tmermal controls, the Company's corporate governance procedures and risks,

The Cude requires the Company to place before the Aadit Commiltee, and upon recommendation of the Audit Conmittee
place before the Board of Drrectors for their review and approval of its related party transactions distinguishing betwveen
fransactions carried out on terms equivalent to those that provail in arm's fength transactions and transactions swhich are tot
evecuted ab armn's length price and recording of proper jurisdiction for using such alternate prices imechanisn e are anhy
required and have ensured compliance of this requirements to the extent of the approval of the related party fransactions by
the Board of Director upon recommendation of the Audit Committee, We have not camed out any procedures o determme
whoether the related party transactions were undertaken at arm’s length price ornot

Pyt

Polfowing instance of non-compliance with the Company with the requirements of the Code were abserved which are not

stated in the Statement of compliance:
i During the vear, no of divector of the Company has obtained certification under director trawning program as required
I clause (xU of the Code
i No mechanism for annual evaivation of the Board's ovn perforimance has been putin place as required by sub-clause (o
of the clause (vi ol the Code. Subsequent to the vear ead, the Board discussed and agree on the process of evaluation
based onwhich itfs evaluation would be completed in the ensuring vear,

il Although the Companv has prepared o "Code on Conduct”, however the Company has not taken appropriate steps to
disseminate it throughout the company along with it sepporting policies and procedures.

vi. The Company has not filed secretaria} Compliance Ces tificate with the registrar of the Companies as required by clause
(xxii) of the Code.

Based on our review, except for the above transactions of non- comp%iancc, nothin;,; has come to our attention causes to

beticve that the Statement of Compliance does not appropiiately reflect the Company's compliance, in all material respect,

with the best practices contained in the Code as applicable te the Company for the vear ended June 30, 2015

BAKER TILLY MEHMOOD IDREES QAMAR
Chartered Accountants Lahore
Name of Engagement Partner: Bilal Ahmed Khan Date: December 29, 2017
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AUDITOR'S REPORT TO THE MEMBERS

We have audited the annesed balanee sheet ot Gulshan Spinning Mills Limited © e Conrpann 3 1 o Tune S, 2015 and the
reloted protit and toss account, statement of comprehensive imcome, casin flovw statement and latement of <hanees in cquity
together with the notes torming part thercot, for the vear then ended andos e ostate that, except tor the naatter =tiied o reraph ()
betow, we have obtained all the mformation and cxplanations which, to the best of our knowledee and beliet soere secessary for

the purposes of our audit,
prury

It s the responsibility of the Company’s management to establish and mamtam o svstens of itornal contrel ead rcpare and

present the above said statements in contormity v ith the approved accounting ~tandoards ad the Peaprcine st Hie Uerapanies

Ordinance, T8 Our responsibility is to oxpress an opinion on these statemeats bosed onour nadit

We conducted our audit in accordance with the aoditing standards as applicabie m Pakstan, These standards require that we plan

and pertorm the audit to obtain reasomable as~uranve about whethor the ahove ~aid statemonts e tree ot v oterial

misstatement. An audit imcludes examining, on a test basis, cvidence supporting the amounts and disciosore - o the aboce <aid

statement- An aodit also includes assessing the accounting peboies and stenifioant estimates made by narascient <onel ag,

evaluating the overall presentation ot the above —and =tatement- We believe that our audit provides o reasenable Tueas for our
opinion and, after duce verdication. we report that

a) as described innote 15 (o the finandial statements, the tmancial stateomrents have been prepared on core oo asis Hhe
| H

Company has accumulated Toss of Rao 270500 miiftion as ot June 300 2005 <hareholder - cquity e newatioe by 20T s
midhion and as of that date the Company's current labadites oxceed ibs current assets Do i 0 s odinen The i canpany

is tacing operational and financial problems. Further, varions banks and tinancial mstitntions boece Shed veso ey <uits

roainst the Company as detailed o note 00T to the tmanciol statements and the altmeare cotoonme on these e annot
presently bedetermined because these aatters are pending betore varion ceorts These events deeate o eeaterial
tcertatnty that many case =tgniticant dosbt on the Compaimy - S Lo Contimme o a0 ot o C1 e et Tore the

Compary mas not be able torealize its as-etsand discharge ts Baobidities inc the normad corrre o Daanes b oas (SIS
the going concern assumption used in the preparation of these tinancial statements i~ napproseiate

(b

math-up /interest on long term finances, fease tinances and short term borrove s fo the oatent ooy

mitlion. including balance of Reo 33040 million for tie current vear, has oot been aoeroed o the e S bl < Looenents
thereby reductng loss tor the current vear By R S300R nuthon and redocing <hareholdors coanne ard corrent sadiiiao. by
Re T 10820 midlion as tallv detatied in note 26.2 to the financial statements,

(c) we have not received vear end contirmation cortifioates trom banks aed ool metiiations i respeoc! o ok e e

ageregating Reo 1329 puthon qnote 17.2) aod short-term borrowings ageregatimg, R 2030 00 maihon qnote 275 and fong-

term finances from hanking companies gogrecating Reo 200088 initlion (note 22 and 250 Nocontirmagon - &

received i respect ot lease deposits inole S abilites oaist assets sebject o finance oo cote 28 and 2

voandh PR Pondhior v

reainst overdue letters of credit tnote 25 1, and acorned mark tp interest (note
“latements trom various banks and tmarconl instiutions in respect ot bank balances and <bor o sorree i BRI A

not availabie.

() alue oty estment in Gogranaw ala Pieray ceted widder caquity orethod asat Jime 20, 208 T e 2l oy
the un-aondited mancial <tatements (note 7 )
(e} i our opijon except tor the matters detasied o aforementioned paragraphs (o to Gl proner book cor o, e een

kept by the Company as regared by the Compainies Ordinance, 1954

(t

onr A\}‘!HIUH:

(1) Except for the matters detailed i atoromentioned paragraphs (o to oy the balanee shoct and protin and Toec s conni

tocether with the notes thercon have been draw

i contormity it the Companes Ordin SN ] e

agreement with the books ot account and are further in accorndonce wth accounting policies consistonty o

fh The oxpenditure incurred during the vear was tor the parpose of the Companys busie-s ond
iy Fhe business conducted, investments made and the expenditores gwerred durmg the yveanr seere o accordasee with

obiects ot the Compan

(g) o our opinton, because of the signiticance ot the matters discussed i pavavraph (ay to ds above the tnancial doeanents

do ot present fairds the fancial position of the € orpany s at Jome 00200 ot i Bnann e Pothorinanee i e h
Hows and changes in cquity tor the vear Geen ended v accordance switho approved accounting standards as appiaable im

Pakistan and requirements of the Companics Ordinance, 1984

{h) in QU OPHITON, 110 Zakat was deductible at source under the Zakat and Lshr Ordinance, TOSO NN T of Taso

BAKER TILLY MEHMOOD IDREES QAMAR
Chartered Accountants I.ahore

Name of Fngacement Partner: Bilal Ahimed Khan iDate: December 29, 2017
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GULSHAN SPINNING MILLS LIMITED

BALANCE SHEET
AS AT JUNE 30, 2015

ASSETS

NON-CURRENT ASSETS
Property, plant and equipment
Long-term investments

Long-term deposits

CURRENT ASSETS

Stores, spare parts and loose tools
Stock-in-trade

Trade debtors

Loans and advances

Trade deposits and short-term prepayments
Accrued mark-up / interest

Short-term investments

Other receivables

Cash and bank balances

TOTAL ASSETS

EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES
Share capital

Reserves

Accumulated lTosses

Surplus on revaluation of property, plant and
equipment

Sub-ordinate loan

NON-CURRENT LIABILITIES

Long-term financing,

Liabilities against assets subject to tinance lease

Deferred labilities

CURRENT LIABILITIES

Trade and other payables

Accrued mark-up / interest

Short-term borrowings

Current portion of non-current liabilities

Provision for taxation

CONTINGENCIES AND COMMITMENTS
TOTAL EQUITY AND LIABILITIES

Note

18
19

21

22
23
24

25
26
27
28

29

ANNUAL REPORT 2015

2015 2004
~ Rupees Rupees
2,257,518,874 3,700,851 390
95,352,143 92,044,601
8,476,563 8,666,005
2,361,347,580 3,810,562,799
32,182,526 34,781,969
310,880,051 625,036,858
70,620,264 137,758,235
81,150,391 32,194,115
7,889,543 6,448,651
72,878,394 67,862,517
- 9,014,190
15,101,999 15,288,764
13,405,672 11,490,658
604,108,840 939,875,957
2,965,456,420 1,750,438,756
222,250,380 222,250,380
272,000,000 272,000,000
(2,765,062,954) {2,390,322,739)
(2,270,812,574) (1,896,072,379)
997,238,443 1,963,790,345
250,000,000 250,000,000
- 71,896,635
364,370,612 884,906,999
364,370,612 956,803,634
660,957,435 588,896,543
13,031,243 2,518,511
2,735,000,374 2,738,951,309
204,878,250 133,989,673
10,792,637 11,561,120
3,624,659,939 3,475,917,156
2,965,456,420 4,750,438,756

The annexed notes from 1 to 47 form an integral part of these financial statements.

el on

SOHAIL MAQSOOD
Chief Executive
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GULSHAN SPINNING MILLS LIMITED
PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2015

2015 RISYR
Note Rupees Rupees
Sales - net 30 24,761,805 YO 6y, 154
Cost of sales 31 {419,292,312) {123,502 4067
Gross loss (394,530,507) {332
Distribution cost 32 (5,675,245} {9,876,068)
Administrative expenses 33 (54,049,499} (55430, 154)
Other expenses 34 (31,978,400) (00940}
(91,703,144) (63,513,773
Loss from operations (486,233,651) (398,036,381
Other income 35 9,422 856 197 665,900
Finance cost 36 (12,174,790} {6,061,350
{488,985,585) (207,031.8%)
Share of loss from joint venture {146,442) (1770.620)
Share of toss on short-term ivestment (9,014,71490)
Loss before taxation (498,146,217) (2088024575
Taxation 37 81,019,879 0,057,046
Loss after taxation {417,126,338) (202,745,411
Loss per share - basic and diluted 38 (18.77) (912

The annexed notes from 1 to 47 form an iategral part of these financial statements,

/
/

- o R BN
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SOHAIL MAQSOOD M. AKHTAR MIRZA
Chief Executive Director
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GULSHAN SPINNING MILLS LIMITED

GULSHAN SPINNING MILLS LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2015

Loss after taxation
Other comprehensive income / (loss)
Items that will not be reclassified to profit or loss
Gain on re-measurement of staff retirement benefit - gratuity

Deferred tax relating to gain on re-measurement of staff
5108

retirement benefit - gratuity

Total comprehensive loss for the year

ANNUAL REPORT 2015

2015 2014
Rupees Rupees
(417,126,338) (202,745 411)

- 6,012,886

- (1,843,551

- 4,169,335

(417,126,338) (198,576,076)

The annexed notes from 1 to 47 form an integral part of these financial statements.

-
SOHAIL MAQSOOD
Chief Executive
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GULSHAN SPINNING MILLS LIMITED

GULSHAN SPINNING MILLS LIMITED
CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2015

ANNUAL REPORT 2015

2015 204
Rupees Rupees

CASH FLOWS FROM OPERATING ACTIVITIES ‘
Loss betore taxation (498,146,217} (20X 802,457
Adjustments for non-cash charges and other items:

Depreciation 92,802,497 Yir, 52595

NRYV loss on stock-in-trade 314,156,807

Provision for staff retirement benefits - gratuity 5,182,455 14,027,548

Finance cost 12,174,785 6,061,350

Loss on re-measurement of investment at fair value

through profit or loss 9,014,190 COU, LA

Share of loss from joint venture 146,442 §.770.620

Interest income (8,479,232) (16,684,229)

[*rovision for doubtful debts 30,100,700

Gain on disposal of property, plant and equipment (1,027.074) (1.286,450)

Net exchange (gain) / loss - (23,651

Gain on discontinuation of equity method on

investment in an Associated Company - (179.671.570)

Cash flows before working capital changes (44,074,647) (2R7.025,29.4)
Net changes in working capital 61,487,203 300,666,003
Cash generated from operations 17,412,556 103,440,709
Interest received 9,370 3,133,006
Finance cost paid (1.662,053) (4, 142,859
Staff retirement benefits - gratuity paid (9,797,429) (28.875.662)
Income tax paid (768,483) (1,863,805)
Net cash from operating activities 5,193,961 T3,688.348
CASH FLOWS FROM INVESTING ACTIVITIES
Payment against purchase of property, plant and equipment - {7.293,453)
Proceeds from sale of property, plant and equipment 1,490,000 2050004
Receipts against long-term deposits 190,045
Proceeds from sale of rights, - 3,500,000
Net cash generated from/ (used in) investing activities 1,680,045 2538211
CASH FLOWS FROM FINANCING ACTIVITIES
Loan from chief executive repaid - (A4 N02)
Long-term financing from related party (323,950)
Long-term financing - net (3,950,935) TS0 035
Repavment ot liabilities against assets subject to finance lease (684,108) (1220420
Dividend paid - 13, 38Y)
Repavment of short-term borrowings - net - (152,355,913)
Net cash used in financing activities {4,958,993) (82.220,949;
Net increase / {decrease) in cash and cash equivalents

during the year 1,915,013 {0,000 38N
Cash and cash equivalents at the beginning of year 11,490,659 17 491,144
Cash and cash equivalents at the end of yeor 13,405,672 11,190,639
The annexed notes from 1 to 47 form an integral part of these financial statements. - &
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SOHAIL MAQSOOD M. AK AR MIRZA

Chief Executive » Director
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GULSHAN SPINNING MILLS LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2015

Reserves E
Shl?re Share General Accumulated loss Total E
capital )
premium Reserve
Rupees
Balance as at July 01, 2013 222,251),380 6(:,000,000 206,000,000 (2,245,164, 142) (1,7730.915,762)
Surplus on revaluation of property, .
plant and equipment, rcalized during
the vear on account of incremental
depreciation - net of tax : : - - 51,176,382 AR S
Etfect of item directly credited in equity v
by an associated company - - - 2,241,077 2241007
Total comprehensive oss for the vear - - - (198,576,076} {LYS.A70,076)
Balance as at June 30, 2014 222,250,380 66,000,000 206,000,000 (2,390,322.7539) (1,896,072.379;
Surplus on revaluation of property,
plant and equipment. realized during,
the vear on account of incremental
depreciation - net of tax - - - 42,386,145 42,386,143
Total comprehensive loss for the vear - - - (417,126,338) (H17.126,338;
Balance as at June 30, 2015 222,250,380 66,000,000 206,000,000 (2,765,062,954) (2,270,812,574)

The annexed notes from 1 to 47 form an integral part of these financial statements.

/
/

/

Aoy
SOHAIL MAQSOOD M. AKHTAR MIRZA
Chief Executive Director
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GULSHAN SPINNING MILLS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2015

1

LEGAL STATUS AND OPERATIONS

1.1

1.3

Sy

Gulshan Spinning Mills Limited ("the Companv™) was incorporated on June 13 1979 o< 0 ool
at ‘ Vg | H

limited company in Pakistan under the Companies Ordinance, 1984 The shares of the ©

ANy

are listed on stock exchanges at Karachi and Lahore (o Pakistan Stock Frchange Limitedy, The

registered office of the Company is situated at 2nd Floor, Finlay House, 1L et Road,
Karacht in the province of Sindh, Pakistan. Its main bustness is manufacturing and sale of varn,
The manufacturing units of the Company are located at District Kasur in the Provinee of Punjab.
The Board of Directors of the Company in its mecting held on April 05, 2611 approved the scheme
of merger by amalgamation of the Company and Gulistan Spinning Mills Fimited with and mto
Paramount Spinning Mills Limited along-with the approval of share swap ratio in relation thereto,
The Company on orders of the Honourable High Court of Sindh called Extra Ordimary Goneral
Meeting on August 01, 2011 in which the said scheme was approved by sharcholders ot the
Company. No Objection Certificates from its creditors and lenders are pending tor the said matter
to the date of these financial statements.

Going concern assumption

The Company has accumulated losses of Re. 2,765 bilhon as at fune 30, 2015 and as at that date s
current labilities exceed its current assets by Rs. 3.020 billion. This i maimby due to under

atilization of capacity because of insufficienicy of working capital Jines, Al the working capital

lines and other finances have Feen blocked by respective banks and financial wstitutions due to
litigations with these lenders as detatled innote 2911 to the financial statements These condibions
along with other adverse kev financial ratios and the pending Ltatons sith the baaking
companies and financial institutions render the Company unable to operate ils manutacturig
facilities in normal manners. this indicates existence of material uncertamity, which mav cast
significant doubt about the Coempany's ability to continue as a going concerin These tinancial
statements, however, have been prepared under the going concern assumption due to follow iy

reasohs;

(1) Restructuring / rescheduling of existing debt / loan facilities availed by the Company

P

The Company along with its restructuring agent (a feading banky and a tew other londing
banks, had proposed an indicative term sheet to its lending tinancial institutions o lune
28, 2013 in order to restructure the cutstanding debt obligations of the Company. The
proposed term sheet is sUll in the process of finalization. Once finalized, it awii be sioned
by all parties and legatl documentation will be oxecuted to restructure outstanding dobts

of the Company. Saliert features of this indicative term sheet are as follows:

- the existing facilitics will be restructured and consolidated imto o long-terms finance

facility and aggregate principal outstanding will be repard over W vears The sponsors
will inject equity amounting Rs. 400 million within one vear of the effective date of
debt restructuring through sale power generation units and/or the farmy houses,
Balance of the outstanding facility atnount wili be repaid in instalments cver o period

of 9 vears inarrcars on quarterly basis as per the agreed repaviment schedule;

- tfotal accrued and outstanding mark-up  due/pavabie Ul Tune 20, 2015 by the

Company to its existing lenders will be repaid starting inunediately aiter the expiry of
9 years time period of principal repavment on quarterly basis over a 2 vears period

(accrued mark-up period); and
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- mark-up rate shall be 5.00% per annum (referred as beginning tenor mark-up) for the
first 2 years of repayment tenor, however, a mark-up of .5% per annum shall be paid
by the Company during the first two vears of the beginming fenor mark-up period:

whereas the remaining differential mark-up .amount 1e. 4.5% shall be accumulated

and paid thereatter quarterly, starting immediately after the acorued mark-up

For the remaining 7 vears of the restructured facility, mark-up shall be . harged and

repaid on quarterly basis at the rate of 5.00% per annum.

(ii) the management has made airangements whereby  third  party cotton i<

processed against processing fee for utilization of unutilized capacity.

(iii) the management has also undertaken adequate steps towards the reduction of fined cosl
and expenses. Such steps include, but not lHimited to, right sizing of the man power,
resource conservation, close monitoring of other fixed cost et cetra.

The indicative term sheet as referred above, has not been agreed upon to date, by majority of the leinding
financial institutions. Despite this, the management optimistically anticipates that in future all leedug
institutions would agree the proposed term. hence, this proposed restructuring along with the above-
mentioned steps will not only bring the Companry out of the existing financial crisis, but also contribute
signiticantly towards the profitability of the ‘ompany in the foreseeable future. Theretore, these
financial statements do not include any adjustment that might result, should the Company not being,
able to continue as a going concern.

BASIS OF PREPARATION

2.1 Statement of compliance
These financial statements have been prepared iy 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 as
are notified under the Companies Ordinance, 1984, provisions of and dircctives 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 for
certain classes  of  property,  plant  and equipment  which  have been  included  at
revalued/recoverable amounts, certain financial assots which are carried at fair values and staft
retirement benefit which has been recognised at present value as determined by the management.
2.3 Functional and presentation currency

These financial statements are presented in Pak Rupees, which is the Companv's functional
currency. All financial information presented in Pak Rupee has been rounded-off to the nearest
Rupee except stated otherwise,

STANDARDS, INTERPRETATIONS AND AMENDMENTS ADOPTED DURING THE YEAR
The following amendments to existing standards have been published that are appheable to the
Company's financial statements covering annual periods, beginning on or after the following dates:

31 New accounting standards / amendments and IFRS interpretations that are effective for the
year ended June 30, 2015
The following standards, amendments and interpretations are cffective for the vear ended June 30,
2015, these standards, interpretations and the amendments are either not relevant to the
Company’s operations or are not expected to have significant impact on the Company's financial
statements other than certain additional disclosures.
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Amendments to IAS 19 Employee Effective from accounting period beginning
Benefits: Employee contributions on or after July 01, 2014

The amendments to 1AS 19 clarify how an entity should account for contributions made by
employees or third parties that are linked to services to defined benefit plans, based on whether
those contributions are dependent on the number of years of service provided by the emploves,
For contributions that are independent of the number of vears of service, the entitv may erther
recognize the contribution as a reduction of the service cost in the period in which the refated
service is rendered, or to attribute them to the emplovees” periods of service either using the plan’s
contribution formula or on a straight line basis; whereas for contributions that are depeadent on
the number of years of service, the entity is required to attribute them to the emplovees periods of
service. Retrospective application is required.

Amendments to IAS 32 Financial Effective from accounting period beginning
Instruments: Presentation - Offsetting on or after January 01, 2014

financial assets and financial liabilities

These amendments clarify the meaning of “currently has a legallv enforceable right to set-oft 7 It
will be necessary to assess the impact to the entity by reviewing settlement procedures and legal
documentation to ensure that offsetting is still possible in cases where it has been achicyed in the
past. In certain cases, offsetting may no longer be achieved. In other cases, contracts may have to
be renegotiated. The requirement that the right of set-off be available tor all counterpartios o the
netting agreement may prove to be a challenge for contracts where only one party has the right to
otfset in the event of default.

IAS 36 Impairment of Assets - Recoverable Effective from accounting period beginning
amount disclosures for on or after January 01, 2014
non-financial assets

IAS 39 Financial Instruments: Recognition Effective from accounting period beginning
and measurement - Novation of derivatives on or after January 01, 2014
and continuation of hedge accounting

The amendment allows the continuation of hedze accounting (under JAS 39 and 1FRS 9 Shapler on
s I§
hedge accounting) when a derivative is novated to a clearine counterparty and certain conditions
o o/ o

are met.

1FRIC 21 - Levies Effective from accounting period beginning
on or after January 01, 2014

[FRIC 21 defines a levy as a payment to a government for which an entity receives no spocitic

goods or services. A liability is recognised when the obligating event occurs. The obligating event

is the activity that triggers payment of the levv. This is typically specified in the fegislation that

imposes the levy.

New accounting standards / amendments and 1FRS interpretations that are not yet effective

The following standards, amendments and interpretations are onlv effoctive o accounting
periods, beginning on or after the date mentioned against each of them. Thewe standards,
interpretations and the amendments are either not relevant to the Companv's aperations or are not
expected to have significant impact on the Company's financial statements other than certain

additional disclosires.
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Amendments to IAS 16 and IAS 38 Effective from accounting period beginning
Clarification of acceptable methods of on or after January 01, 2016

depreciation and amortization ,

The amendments to IAS 16 prohibit entities from using a revenue-based depreciation method tor
items of property, plant and equipment. The amendment to IAS 38 introduce a rebuttable
presumption that revenue is not an appropriate basis for amortization of an intangible asset.

IAS 27 (Revised 2011) - Separate Financial Effective from accounting period beginning
Statements on or after January 01, 2015. IAS 27 (Revised

2011) will concurrently apply with [FRS 10.
IAS 28 (Revised 2011) - Investments in Effective from accounting period beginning
Associates and Joint Ventures on or after January 01, 2015

Similar to the previous Standard, the new Standard deals with how to apply the equity method of
accounting. However, the scope of the revised Standard has been changed so that it covers
investments in joint ventures as well because IFRS 11 requires investments in joint ventures to be
accounted for using the equity method of accounting.

IFRS 10 - Consolidated Financial Effective from accounting period beginning
Statements on or after January 01, 2015. Earlier adoption
is encouraged.

IFRS 11 - Joint Arrangements Effective from accounting period beginning ‘
on or after January 01, 2015

IFRS 12 - Disclosure of Interests in Other Effective from accounting period beginning
Entities - IFRS 11 - Joint Arrangements on or after January 01, 2015 ‘

Other than the aforesaid standards, interpretations and amendments, the International
Accounting Standards Board (IASB) has alsc issued the following standards which have not been
adopted locally by the Securities and Exchange Commission of Pakistan:
-1FRS 1 First Time Adoption of International Financial Reporting Standards
- 1FRS 9 Financial Instruments
- IFRS 14 Regulatory Deferral accounts

} - [FRS 15 Revenue from Contracts with Customers

4  SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS

The preparation of financial statements in conformity with the approved accounting standards requires

the use of certain critical accounting estimates. It also requires the management to exercise its judgement
! in the process of applying the Company’s accounting policies. Estimates and judgements are continually

evaluated and are based on historical experience and other factors, including expectations of future

events that are believed to be reasonable under the circumstances. The arcas where various assumptions

and estimates are significant to the Company’s financial statements or where judgements were exercised

in application of accounting policies are as follows;

(i)  Estimate of useful lives, residual values of property, plant and equipment and recoverable values

to account for impairment Joss (note 5.1 and 5.17);
(i)  Net realisable values of stores, spares and loose tools and stock-in-trade (notes 5.5 and 5.6);
(iii)  Provision for doubtful trade debtors (note 5.7);
(iv)  Provision for staff retirement benefit (note 5.11); and
(v)  Provision for taxation (note 5.13).
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5 SIGNIFICANT ACCOUNTING POLICIES

The principle accounting policies applied in the preparation of these tinancial statements are set out

below. These policies have been consistently applied to all the vears presented unless stated otherwise.

5.1

Property, plant and equipment - owned

Property, plant and equipment except for freehold land. factory and residential buddings, plant
and machinery, electric installations, gas power generators and capital work-n-progress are ~tated
at cost less accumulated depreciation and imipairment foss, if anv. Frechold fand i~ stated at
revalued amount whereas factery and residential buildings, plant and machinery, electric
installation and gas power generators are stated at vevalued amounts less accumutated
depreciation and impairment loss if any.

Capital work-in-progress is stated at cost less impairment, if anv. All expenditure conmected with
specific assets incurred during installation and construction period are carried under capital work-
in-progress. These are transferred to specific assels as and when assets are available tor use.

Subsequent costs are included in the asset's carrving amounts or recognised as o separate assets,
as appropriate, onlv when it is probable that future benefits associated with the fem will flow to
the Company and the cost of the item can be measured reliablv. Normal repairs ard maintenance
are charged to expenses as and when incurred.

Depreciation on assets s charged to income applying the reducing balonce method at the rates
stated i note 6.1 after taking o account residual values, if anv. Depreciation on additions is
charged from the month in which the assets become available tor use, while on disposals
depreciation is charged upto the month of deletion,

The depreciation method and usetul lives of items ot items of property, plant and equipment are
reviewed at cach reporiing date and altered if circumstances or expectations have changed
significantlv. Anv change is acceunted for as a change in accounting estimate by changing the
depreciation charge for the current and future yvears.

Gains or losses on disposal or retirement of operating fixed assets are determined as the difference

between the sale proceeds and carrving amount of assets and are included i the profit and foss

account.
Surplus arising on revaluation of property, plant and cquipment is credited to surplus on

i

revaluation account. Valuations are performed frequently enough to ensure that the fair vaiues of

the of the revalued assets do vot differ materially from their carrying amounts. The surplus on

revaluation shall be held on the Falance sheet tll realization in accordance with the requirements
of section 235 of the Companies Crdinance, 1984,

The Company assesses at each reporting date whether there is any indication that provertv, piant
and equipment mav be impaired. If such indication exists, the carrving amounts of such assets are
reviewed to assess whether thev are recorded in excess of their recoverable amount. Where
carrving values exceed the respective recoverable amount, assets are written down o their

recoverable amounts and the resulting impairment foss is taken to the profit and foss account

except for impairment loss on revalued assets, which is adjusted against related revaluation
surplus to the extent that the impairment loss does not exceed the surplus on revaluation of the

asset.

Accounting for leases and assets subject to finance lease

Finance lease

These are stated at the lower of present value of minimum lease pavments ander the lease
agreements and the fair value of assets. The related obligation of leases is accounted {or as
liability. Finance cost is allocated to accounting periods in a manner so as (o provide a constant
periodic rate of finance cost on the remaining balance of principa!l liability tor cach period.

Depreciation is chareed to income at the rates stated in note 6.1 applvine reducine balanice method
& hal o
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to write-off the carrying amount of the asset over its estimated remaining usctul lite in view of
certainty of ownership of assets at the end of lease period.

Finance cost and depreciation on leased assets are charged to income currently.

Investments

Investment in an associated company

Investments in associated companies are accounted for by using equity basis of accounting, under
which the investments in associated companies are initially recognised at cost and the carrving
amounts are increased or decreased to recognise the Company’s share of profit or loss of the
associated companies after the date of accusition. The Company's share of profit or loss of the
associated companies is recognised in the Company's profit or loss. Distributions received from
the associated companices reduce the carryving amounts of investments.

Adjustments to the carrying amounts are also made for changes in the Company's proportionate
interest in the associated companies avising from changes in the associated companies’ equity that
have not been recognised in the associated companies' profit or loss. The Company's share of
those changes is recognised directly in equity of the Company.

Where Company's share of losses of associated companies equals or exceeds its interest in the
associates, the Company discontinues recognising its share of further losses except to the extent
that Company has incurred legal or constructive obligation or has made payment on behalf of the
Associates. If the associates subsequently report profits, the Company resumes recognising its
share of those profit only after its share of the profit equals the share of losses not recognised.
Investment held to maturity

Investment with fixed maturity that the management has the positive intent and ability to hold till
maturity, are classified as 'held to maturity' and are initially measured at cost and at subsequent
reporting dates measured at amortized cost using he effective yield method.

Investment in joint venture

Joint venture are those entities over whose activities the Company has joint control, established by
contractual agreement and requiring unanimous consent for strategic, financial and operating
decisions. Joint control entity is accounted for by using the equitv method and is recognized
mnitially at cost. The financial statements include the Company's shares of the income and the
expenses and equity movements of equity accounted investees, after adjustment to align the
accounting policies with those of the Company, from the date that significant influence or joint
control commences until the date that significant influence or joint control ceases. When the
Company's share of losses exceeds its interest in an equity accounted investee, the carrving
amount of that interests reduced to nil and the recognition of further losses is discontinued except
of the extent that the Company as an obligation or made payments on behalf of the investee.

At fair value through profit and loss

Investments which are acquired principally for the purpose of selling in the near term exhibiting
short-term profit taking are classified as investments are fair value through profit or loss. All
transaction costs are recognised directly in profit and loss account. These are stated at fair value
with any resulting gains or losses recognised directly in the profit and loss account.

Long-term deposits

These are stated at cost which represents the fair value of consideration given.

Stores, spare parts and loose tools

Stores, spare parts and loose tools are stated at lower of cost and net realizable value. The cost of
inventory is based on weighted average cost less provision for obsolescence. Items in transit are
stated at cost comprising invoice value plus other charges thercon accumulated up to the
reporting date.
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Stock-in-trade

Stock-in-trade is valued at lower of weighted average cost and net realisable value (NRV) except
waste, which is valued at NRV. (Net realisable value signifies the selling price in the ordinary
course of business less cost of completion and cost m‘-cossérv\' to be incurred to effect such sale).
Cost of raw materials, packing materials and components represent invoice values plus other
charges paid thereon.

Cost 1n relation to work-in-process and finished goods represents direct cost of raw materials,
wages and appropriate manufacturing overheads.

Goods in transit are valued at cost comprising of invoice value plus other charges accumuiated up
to the reporting date.

Trade debtors and other receivables

Trade debtors are initially recognised at original ivoice amount which is the fair value of
consideration to be received in future and subsequently measured at cost less provision for
doubtful debts. Carrving amounts of trade and other receivables are assessed at each reporting
date and a provision is made for doubtful receivables when collection of the amount is no longer

probable. Debts considered irrecoverable are written-oft.

Short-term investment

Investments which are acquired principally tor the purpose of sciling in the near term oxhibiting
short-term profit taking are classified as investments atfair value through profit or Joss. All
transaction cost are recognised directly in profit and loss account. These are stated at fair value

with any resulting gains or losses recognised directly in the profit and foss account

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 balances with banis.

Interest/ mark-up bearing loans and borrowings
Interest / mark-up bearing loans and borrowings are recorded at the procecds roceived. Finance

charges are accounted for on accrual basis.

Staff retirement benefits - gratuity

The Company operates an unfunded gratuity scheme covering all of its permanent emplovees
who have completed minimuo qualification period for entitfement to cratuity. Provision s made
on the basis of actuarial valuation. The recent actuarial valuation was carried-out on Tune 30, 2014

using the "Projected Unit Credit Method".

The amount arising as a result of re-measurements are recognised in the balance sheet
immediately, with a charge or credit to other comprehensive income in the periods in swhich they

occur, Past-service cost, if any, are recognised immediately in the profit and loss account.

Trade and other payables
Trade and other pavables are stated at their cost which is the fair value of the consideration to be
said in future for goods and services, whethe or not billed to the Company.,

o i R

Taxation

Income tax expense represents the sum of current tax pavable, adjustments, if any, to provision for
tax made in previous vears arising from asscssments framed during the vear for such vears and
deterred iax.

Current

Provision for current year's taxation is based on taxable income tor the year at current rates of
taxation after taking into account tax credits and tax rebates available, if any, and taxes paid under
the presumptive tax regime.
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Deferred

Deferred tax is recognized using the balance sheet method on all temporary difterences between
the carrving amounts of assets and liabilities for the financial reporting purposes and the amounts
used for taxation purposes.

Deferred tax asset is recognized for ali the deductible temporary difterences only to the extent that
it is probable that future taxable profits will be available against which the deductible temporan
differences, unused tax losses and tax credits can be utilized. Deterred tax asset is reduced to the
extent that it is no longer probable that the related tax benefit will be realized. Deterred ta
ltabilities are recognized for all the taxable temporary differences.

Deferred tax assets and Habilities are measured at the tax rates that are expected wo apply to the
period when the asset is realized or the lability is scettled, based on the tax rates that have boeen
cnacted or substantively enacted by the reporting date.

Provisions, contingent assets and contingent liabilities

Provisions are recognized when the Company has a present Tegal or constructive obligation as o
result of past events, it is probable that an outflow of resources embodying cconomic benetits will
be required to settle the obligation, and a reliable estimate can be made of the amount of the

obligation.

Contingent assets are not recognized and are also not disclosed unless an inflow of ceconomig
benefits is probable and contingent liabilities are not recognized and onlyv disclosed unless the
probability of an outtlow of resources embodving economic benefits is remaote.

Financial assets and liabilities

Financial assets and financial liabilitics are recognised at the time when the Company becomes a
party to the contractual provisions of the instrument and derecognised when the Company toses
control of contractual rights that comprise the financial assets and in the case ot tinancial labilities
when the obligation spo(iﬁed in the contract is discharged, cancelled or exprred. Anv gain or [IRISS
on derecognition of financial assets and tinancial liabilities is included i the profit and Toss
account for the vear.

Financial instruments carried on the balance sheet includes deposits, trade debtors, Toans and
advances, accrued mark-up 7 interest, short-term investments, other receivables, cash and bank
batances, Tong-term finances, labilities against assets subject to finance lease, trade and other
pavables, acerued mark-up / interest and short-term borrowings. Al financial assets and
liabilities are mittally measured at cost, which is the tair value of consideration given and received
respectively. These financial assets and Habilities are subsequently: measured at fan value
amortised cost or cost as the case mav be. The particular recognition methods adopted are
disclosed in the individual policy statements associated with each item,

Off-setting of financial assets and liabilities
Financial assets and liabilities are offset and the net amount is reported in the balance sheet when
there is a legally enforceable right to offset the recognised amounts and there is an imtention to

settle either on a net basis, or to realise the asset and settle the liability simultancously.

Impairment loss

[he carrving amounts of the Company's assets are reviewed at cach reporting date to identity
circumstances indicating occurrence of impairment loss or reversal of provisions for impairment
losses. If any indications exist, the recoverable amounts of such asscts are estimated and
impairment fosses or reversals of impairment Josses are rou)gmﬁcd in the profit and loss account
and in case revalued assets are tested for impairment, then impairment loss up to the extent of
revaluation surplus shall be recognised in revaluation surplus and remaining loss, if any shall be
recagnized in profit and loss account. Reversal of impairment loss is restricted to the original cost

ol the asset.
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Foreign currency translations

Transactions in forcign currencies are translated into Pak Rupee, using the exchange rates
prevailing at the dates of the transactions. Monctary asscts and liabilities denominated in foreign
currencies are translated into [ak Rupee at the exchange rates prevaiting at the reporting date, All
arising exchange gains and losses are recognized in the profit and loss account

Revenue recognition
Revenue is recognized to the extent that it is probable that the economic benefits wiil tlow to the
Company and the amount of revenue can be measured reliabiv. Revenue is measured at the fair

value of consideration received or receivable on the following basis;

- Local sales are recognised on dispatch of goods to customers and export sales are
recognised on bill of lading date.

- Interest income is accrued on a time proportion basis, by reference to the principal
outstanding and at the interest rate applicable.,

- Dividend income trom the investments is recognised, when the Company's right to
receive dividend has been established.

- Gain or loss on sale of investments is accounted for, when the commitment (frade date)

for sale is made.

Borrowing cost

Borrowing costs directly attributable to the acquisition, construction or production of qualitving
assets, which are assets that necessarily take o 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 substantially
ready for their intended use. Al other borrowing costs are charged 1o income in the period in

which they are incurred.

Earnings per share
The Company presents basic and diluted carnings per share (EPS) data tor its ordinary shares,
Basic EPS is calculated by dividing the protit or Joss attributable to ordinary sharcholders of the

Company by the weighted average number of ordinary shares outstanding during the period.

Segment reporting
Operating segments are reported in a manner consistent with the internal reporting structure,
Management monttors the operating results of its business units separately for the purpose of

making decisions regarding resource allocation and performance assessment.

Dividend and appropriation to reserves
Dividend distribution to the Companyv's sharcholders and appropriation to reserves are

recognised in the period in which these are approved.

Related party transactions

All transactions with related parties are carried out by the Company at armis’” length price using
the method prescribed under the Companies Ordinance, 1984 (comparable uncontrofled price
method) with the exception of Toan taken trom related partios which is interest / mark-up free.

2015 2014
Note Rupees Rupees
PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment 6.1 2,257,518,874 3.,709,851,590
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2015 2044
Note Rupees Rupees
6.2 Depreciation charge has been
allocated as follows;
Cost of goods manufactured 31.1 90,048,793 M2 826, 088
Distribution cost 32 i,631,577 2125,
Administrative expenscs 33 1,122,127 1,252,064
92,802,497 Y6, [R2A03
6.3 Detail of vehicle disposed of during the vear is as follows;
particuLars | Jaccomuiare [ oersook | satk teast [ [oneer PARFICULARS
OF ASSET DEPRECIATION VALUE PROCEEDS § DEPOSIT o DISPOSALE  OFBLUYER
Vehicles
Suzuki Cultus 560,000 1901841 a4,159 30600 320,541 Necotiation Hans Yagoob
Honda Civic 1,669,000 1,273233 393,707 1,100,000 3450 w2278 Newotation
June 30, 2015 2,229,000 1,766,074 462,926 1,490,000 83450 943,624
6.4 leased assets include plant and machinery at net book value of Re. 102,495 nuidlion (2004 R,
210.252 million) and vehicles at et book value of Rs. 4,269 million (2014: Rs, 5.829 mullicen), which
have not been transferred to owned assets due to non-availability of relevant documents. Tease
liability in respect of these assets has been fully repaid but due to litigations with financial
institutions as detailed in note 29.1.1, lessors have not issued relevant supporting documents for
transfer of the ownership of thesc assets.
6.5 The Company has revalued its frechold land, factory buildings, residential buildings, owned and

leased plant and machinery, electric installation and gas and power generator on June 30, 2012

Had the property, plant and equipment been recognised under the cost model, the carrving

amount of cach revalued class of property, plant and equipment would have been as tollows,

Owned

Freehold land
Factory buildings
Residential buildings
Plant and machinery
Electric installations
Gas power generators
Leased

Plant and machinery

6.6  Capital work-in-progress
Advance tor land

Less: impairment allowance

LONG-TERM INVESTMENTS
Long-term investments in;

- in associated companies

- injoint venture

- Defence Saving Certificates

32

2015 2044
Note Rupees Rupees
14,878,943 14878743
93,175,468 93,504,382
63,257,201 64,879,181
580,275,600 595,154,461
50,546,851 51842423
67,890,118 70718873
71,245,575 73,072,385
941,269,756 966,111,148
- UsY,505
- (989,505)
7.1 - -
7.2 55,220,535 53,366,977
7.3 40,131,608 36,677,624
95,352,143 92,044,601
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Investment in an associate - Gulistan Textile Mills Limited

Previously, Galistan Textile Mills Limited (G1TM) was an associated company based on the equity
investment by GTM of more than 20% in paid-up capital of the Company, However, G I'M, during
the financial year 2014 has disposed off major portion of its'investment in the Company’s pard-up
capital due to which GTM is no more an associate of the Company. The Company has reclassitied
its investment in GTM as 'Investmeént at fair value through profit or loss' (note 15). This has
resulted in gain of Rs. 179.672 million which nas been recognised in profit and loss account as pe
provision of IAS 28 ' investment in associate’).

2015 20104
Note Rupees Rupees
7.2 Investments in a Joint venture -
under equity method
Gujranwala Energy Limited
7,500,000 (2014: 7,500,000) ordinary shares
of Rs. 10 cach - cost 7.2.1 75,000,000 75,000,000
Accumulated share of post acquisttion loss (19,633,023) (17,862,397}
Share of loss for the vear (146,442) (1,770,620)
“ (19,779,465) (19,633,023
55,220,535 55,366,977
7.21 This represent 5U0% interest in Gujraawala Energy | imited (GFL) a joint venture between

the Company and Energy Infrastructure Holdigs ! mtted oy setting up 200 MW power
project at Sungo-Wali, Tehsil Wa sirabad, District Gujranwala. Un audited  financial
statements for the year ended June 30, 2014 of GEL have been used by the management to
determine the value of its investmer:ts in joint venture under the equity method. Further,
the audited financial statements for the vears ended June 30, 2015, 2012 aind 2011 of GEL
were also not available and value of this invesiment of that vears are based on un-audited
financial statements. Following disclosures are also based on the above mentioned un-
audited financial statements. '

7.2.2 Arrangements for commercial operations date including the availabifity of finance and
import of engines is not finalised. Due to failure of National Bank of DPakistan {ihe
arranger) to arrange requisite finance within cut-out date e June 15, 2009, GEL proposed
amendments in Implementation Act and Power Purchase Agrcement and scught
extension in financial close date in prevailing force majeure. Neither such amendments
was addressed nor the date of financial close extended. Consequently on these growinds
GEL filed a suit in the High Court of Sindh at Karachi for redressal of its grievances. | he
matter is pending adjudication before the Honourable Court which had granted =t
against encashment of guarantees The sponsors are Lopeful that thea bona ade
grievances would be addressed and they would take up the project.

7.2.3 GEL in order to achicve the finan ial close, has mandated National Bark ot Pakistan
(NBP) to arrange Rs.14,135 millior. The aforesaid mandate was exe aled on Apnl H
2008, However, due to deteriorating law and order situation, areutar debtissue, ot the
financial close could not be achieved within the envisaged time pericd. GEL, as a resuit
thereof, approached Private Power & Infrastructure Board (PP with the request te
make certain amendments in the power purchase agreement to facilitate the financiat
close but PPIB did not respond positively towards the GEL's request and as a
consequence thereof GEL has filed a petition in the Honourabie High Court of Sindb
protect itself from the repercussions of not achieving the financial close with m stipuiaied
time period including encashmert of performance guarantee amounting o Lo 5
1,000,000 extended to PPIB.
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The Honourable High Court has ordered the plaintift (GEL) to keep alive guarantee and
has restricted PPIB from en-cashing the guarantee tili the adjudication of apphcation fited
by the GEL. The stay order is still in filed and the case is pending for adjudication.
Accordingly, no related adjustment has been made in the financial statements of GEL.

7.2.4 With reference to (note 7.2.2) and (note 7.2.3) GEL has also extended computment bank
guarantee amounting to €. 3,000,000 in favour of Wartsila, Finland {supplhier of engines).
During the financial yvear ended Tune 30, 2010, GEL could not raise the requosite tunds

and deposit initial mobilization advance with Wartsila and accordinglv, Wart
approached the concerned bank for cncashment of guarantee. However, GhRL fiied o
petition in Honourable High Court of Sindh to protect encashment of such guaranice. [he
Honourable High Court has restricted Wartsila from en-cashing the guarantee il the
adjudication of the application filed by GEL. The stay order is still in fifed and the case i
pending for adjudication. Accordingly. no related adjustment has been made in the
financial statements of GEL.

725  The Joint Venture Partners of GEL (i.¢. the Company and Encrgy infrastructure Holdings
Limited) are responsible to the extent of 50% each in respect of the Habilities and
obligations of GEL, including any obligation under the guarantees mentioned under note
723 and 7.2 above.

7.3 This represents investment in [efence Savings Certificates, having aggregate face value ot Rs. 21
million (2014: Rs. 21 million). These certificates are maturing on various dates by March 5, 2020
These carried mark-up at the effective rate of 18% per annum. Accrued mark-up aggregating R
19.131 million (2014: Rs. 15.678 million) is included in the carrving value. These are under lien
with a bank against guarantee amounting Rs. 19.504 million (2014: Rs. 19.504 million).

2015 2014
Note Rupees Rupees
8 LONG-TERM DEPOSITS
Utilities 8,231,998 8,231,998
Lease deposits 3,744,785 3,744,785
Others 244,565 434,610
12,221,348 12,411,393

Less: transferred to current assets

- deposits pertaining to over due portion
of lease liabilities 3,744,785 3,674,960
- deposits pertaining to lease liabilities

to be paid-off within next twelve months - 69,825

3,744,785 3,744,785

8,476,563 8,666,608

9 STORES, SPARE PARTS AND LOOSE TOOLS

Stores 48,891,829 51,491,272

Spare parts 9,209,617 9,209,617

Loose tools 2,853,755 2,853,755

Packing material 7,424,003 7,424,003

68,379,204 70,978,647

Less: provision for obsolete inventory (36,196,678) (36,196,678)
32,182,526 34,781,969
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2015 2014
Note Rupees Rupees
10 STOCK-IN-TRADE

Raw materials 232,211,210 168,867 720
Work-in-process - 3,800,577
Finished goods 73,645,149 147,284,360
Waste 5,023,692 54025697

310,880,051 625,050,858

101  Raw materials include items costing Reo 408862 millien (2014 Rs. 361997 million; stated at then

.

ANLIN
N -
RRRNA R by

replacemoent cost agereeating Rs nithon (2074 R 274298 mithion). The amount charved
falel bl o b

to the profit and loss account for the vear in respect of raw matertals written down be their
replacement cost is Rs. 2322 Hmillion (2011 Rs. 87,699 million).

10.2  Finished goods include items costing R, 147.289 million (2014: Rs. 170.801 million) stated at thoeir
net realisable values acgreeating Rs. 75.645 million (2074: Rs. 144.365 million). The amount

[els tel éﬁ \ /

charged to the profit and loss account for the vear in respect of stocks written down to then et
realisable values was Re. 73 645 mitlion (2014 Rs. 26.436 million:

103 All of the current assets of the Company are under banks’ charge as security of short-torm

borrowings as disclosed in note 27 to these {inancial statements, The Company filed

olobal sur
in the Lahore Hich Court against all banks / tinanaal mstitutions under section @ ot the Financia
Institutions  (Recovery of Finances)  Ordinance, 2001, Further various banks and financo
institutions have also filed suits before banking courts and high courts for recovery ot thewr
financial liakilities through attachment and sale of Companv's hvpothecated [/ mortgaged /

charged stocks and properties as tully disclosed in (note 29.1.1).

2015 2014
Note Rupees Ruypeoes
11 TRADE DEBTORS
Unsecured
Local - considered good 11.1 70,620,264 137,758,255
Local - considered doubttul 248,950,721 218,850,021
319,570,985 356,608,256
Provision for doubttul debts 218,950,721 218,850,021
70,620,264 137,788,205
11.1  These include folkﬁving amounts which
pertain to related parties;
Gulshan Weaving Mills Lirnited 15,022,576 15 022576
Paramount Spinning Mills Limited 2,659,428 -
CGulistan Spinning Mills Limited : 5,910,478 5,910,478
23,592,482 201933 054
12 LOANS AND ADVANCES - unsccured and
considered good
Advances to/against;
Fmployees/non-executive staff 4,011,372 171,169
Suppliers 31,800,176 31,702,946
Others 45,338,843 20,000
81,150,391 32, 194115
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2015 2014
Note Rupees Rupees
13 DEPOSITS AND PREPAYMENTS
Current portion of lease deposits 8 3,661,335 3744785
Margins against letter of credit and bank guarantees 2,229,030 2,229,030
Prepavments 1,999,178 +74,85¢0
7,889,543 0,448,631
14 ACCRUED MARK-UP/INTEREST
Mark-up / interest accrued on;
Term deposit receipts 1,837,286 1,837 286
Over due receivable balances of associated companies 71,041,108 06,025,231
72,878,394 07 862,517

15 SHORT-TERM INVESTMENT
- at fair value through profit or loss 7.1
Gulistan Textile Mills Limited
600,946 (2014: 600,946 ) ordinary shares of Rs.10 cach

Equity held 3.17% (2014: 3.17%) - 9,014,190

The market value of investment in Gulistan Textile Mills Limited (GTML) as at the vear end is not
available as trading in shares of the investee company has been suspended on the stock exchanges for
the time being. The management has charged impairment on the said investment due to operational and
financial difficulties and aforementioned reason.

2015 2014
Note Rupees Rupees
16 OTHER RECEIVABLES - unsecured and
considered good
Sales tax 13,410,929 13,397 694

Rebate receivable 1,691,070 1,691,070
15,101,999 15,288,764
17 CASH AND BANK BALANCES

Cash-in-hand 109,073 117,064

Balances with banks in;
- current accounts 4,441,819 2518213
- deposit accounts 96,371 96,371
- term deposit receipts 171 8,758,409 8,758,409
13,296,599 11,372,993
13,405,672 F1.490,6538

17.1 Term deposit receipts aggregating Rs. 5.617 million (2014: Rs. 5.617 million) are under banks
charge against guarantees aggregating Rs. 55.069 million. (2014: Rs. 55.06% million).

17.2 Majority of the Company's bank accounts operations have been blocked by the respective banks
due to on-going litigations with these banks as detailed in note 2911 to these financial
statements. Further, due to the litigation and blockage of bank accounts, bank statements for the
vear ended Junc 30, 2015 from various banks having balances aggregating to Rs.3.09 million (2014
Rs. 2.141 million) were not available to ensure balances  held with these banks. Further, vear end
balance confirmation of banks having balances aggregating to Rs.13.29 nuilion (2014: Rs. 10.22
million) have also not been reccived due to litigation.
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18 SHARE CAPITAL
2015 2014 2015 AR
Numbers Numbers Rupees EEIRTENS

Authorized capital

25,000,000 25,000,000 Ordinary shares of Rs. 10 each 250,000,000 250,000, iu1

Issued, subscribed and paid-up capital o

9,300,000 9,300,000 Ordinary shares of Rs. 10 cach 93,000,000 SRR RS
issued as fully paid in cash

12,925,038 12,925,038  Ordinary shares of Rs. 10 cach 129,250,380 29 250N

issued as fullv poid bonus shares -

22,225,038 22225038 222,250,380 222 253K

2015 2014
Note Number Nounber

18.1 Ordinary shares held by the related
parties at the year end;

Gulistan Spinning Mills Limited 10,302 1302
2015 2004
Note Rupees Rupees

19 RESERVES

Capital reserve

Share premium 19.1 66,000,000 f6, T D00
Revenue reserve
Cleneral reserve 206,000,000 206,000,008
272,000,000 272 000,000

19.1  Thi~ represents excess of consideration received on issue of ordinary shares over face value on
ordinary shares issued.
2015 2014
Note Rupees
20 SURPLUS ON REVALUATION OF PROPERTY,
PLANT AND EQUIPMENT

Surplus arisen on revaluation of;

Company's property, plant and equipment 20.1 947,238,443 [.963,790,345
997,238,443 1963 7ug, 345
2001 Surplus on revaluation of Company's assets
Balance at the beginning of the vear 2,695,263,965 2789 309 6l
Transier to unappropriated profitin respet of;
~incremental depreciation {62,332,563) (6 RT3
- impairment charge during the yvear (1,359,067,293}

Surplus on revaluation at the end of the
yeat - gross 1,273,864,109 7,695,203, 005

Related deferred tax liabilities on:

Revaluation at the beginning ot the vear 731,473,620 ‘ Y2 205,704
Effect of changes of rates enacted - ! 252079205
Incremental depreciation on revalued assets (19,946,420) ! f12,564,349)
Impairment loss on revalued assets 20.1.2 (434,901,534) L

276,625,666 73,475,620

Surplus on revaluation at the end of the
year - net of tax 997,238,443 1,963,790,345
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21

Fhe Company had revatued its frechold Tand on the basis of market value on Febroaar 3,
009, Freehold Tand was revatued by an independent vatuer - V- Cotmitancy Sapport
and Services, Karachi and resulted in revaluation sarplos of Ke 227 S b mition

Further, The Company had revalued <ils trechold Tand, tactorny buglding resrdential
buildings, feased and owned plant and machimery, electric mstallatione aod was oy
cenerator - as on Jene A0, 20020 The revalualion exerdise was cartiod oot by

mdependent valuer - Maricon Consultants (L) Doanited, Enginecrs, aathoreed

of the Pakistan Bankmg Assoctation and the Teasing Association of Pakastan bea

Road, karachi. reehold land has been revalued on the basis of ctrrent inarket s alie

whercas buildings, plant and machimery, clectrical in=tallations and go-

YOV CE e S

t
{

have been revatued on the basis of depreciated replacement valies. Phe net appaaeal

surplus arisen on this revaluation aggregating Reo 2590757 million Bas been oreditod o

this account to compiv with the requirements of section 235 of the Companies Crdinag
ICAES

The Management has reviewed the carring amounts of the property, plant aved cguep e

of the Company at the reporting date and has adentified circuneslances sdi g

occurance of impairment loss, which include but not Timited o, phiveicob damage svear
and tear, high idie capacity due to financiab and operational ditticaltios plans o dispose
assets before previcas expected date {see note 13 (] and evidence that economic

performance of item- of property, plant and equipment is los<er than expected,

2015 200

Note Rupees Rupees

SUB-ORDINATE LOAN - unsecutod
Sub-ordinate loan 250,000,000 DROL000 G0N

Fhis is an interest-feee loan obtained from Director of the Company in previous vears, This foan o sub-

ordinated to the finances provided by secured ereditors and does not carry mark-up. The joan <hali not

be repaid without obtaining consent from the secured creditors subject to availability of resonrves and

approval of management of the Company

2015 4
Note Rupees Rupees

LONG-TERM FINANCING
From banking companies - secure:d

Faveal Bank Limited - term finance 1) 22 - -
Standard Chartered Bank - Term tinance 1 222 - -
Bank Alfalah Fimited - ['TE-FOP 223 - -
From an associated company - un-ccured
Gulistan Fibres Limited 226 - T1.8Y6,035
- T1.596,035
221 Faysal Bank Limited - term finance 11
Balance at beginning, of the vear 35,714,286 35,714,286
Less: pavment made during, the vear - -
35,714,286 55,714,286
Less: current portion:
-over due instalments 28,571,428 14,255,714
- instalments due within next twelve months 7,142,858 4,285,714
instalments due after June 30, 2016/ 2015 7. 142,858
' 35,714,286 35,714,286
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The Company, during the financial vear ended June 30, 2012, had cntered into an agreement with
Favsal Bank Limited amounting Rs. 50 million to convert its short-term debt into long-term
finance. This finance facility carried mark-up at the rate of 3 months KIBOR + 250",

Prer annuing,

Originally, the principal amount under this finance agreement was repavable in

o A 5 o .

vearly instalments ending on August 6, 2015, however, due to factors stated in note 2.

h . el te

the whole amount has been grouped in current liabilities. This term {inance 1s secured Dnoway o

lst pari passu eqauitable morteage and hepothecation charge over fixed assets of the Company
r o ) . o H

upto Rs. 100 million.

2015 2004
Note Rupees Rupees

Standard Chartered Bank - Term finance il
Balance at beginning of the vear 75,000,000 TRO0000
Less: pavment made during the vear -

75,000,000 TR 000 00
Less: current portion:
- over due instaliments 56,250,000 7
- nstalments due within next twelve montns 18,750,000 PRTR0L000 ;
- instaliments due after June 30, 2016/2015 - 18,750,000 f

75,000,000 OG0 000

Fhe Company had availed a lerm finance amounting Rs.

S mithon from Standard Chartered Bank

(Pakistan) Limited for balance sheet re-profiling by terming oul =hort-termy borroweigs. {his

finance carricd mark-up at the rate of > months KIBOR + 0.73% pavable on quarterh

Originally, this term finance was repavabie in 16 equal quarterhy instalments endmg on M
2013, however, due to factors stated in (note 22.5) below, the whole amount has been grouped m
current labilities. This term finance is sccured against Tst part passu charge over plant and

machinery, ranking charge over present and future current and tixed assets of the Company.
) & &
2015 2014

Note Rupees Rupees
Bank Alfalah Limited - LTF-EOP

Balanee ot beginning ot the vear 3,672,477
[oss: overdue instalments 3,672,477

Fhe Company, being eligible for UTF - ECP promulgated by State Bank of Pakistan (SBEP), applic
1o National bank of Pakistan, United Bant. Limited and Bank Alfalah Limited for restructuriog for
their existing loans and aiter approval, the banks Fad transferred their Habilities to this new loan
account. This re-financed facility enabled the banks to obtain funds from SBIY under the scheme at

the specified rates and passed on the benefits to the Company by way of rebated priirchose price

Year-end halance represents pavable to Bank Alfalah Ltd. and was repavable v 2 qu
instalments ended on September 30, 20020 This finance carries mark-up at the wale of 7%

annum. This Toan is secured by way of Ist part passu charge over tised assets of the Company,

The Company filed a global suit in the Honorable Lahore High Court against ali banks / financial
nstittutions under section 9 of the Financia! Institutions (Recovery of Financesy Urdinance, 2001

for rendition of accounts and damages end lending banks have also filed suits before different

High Courts for recovery of their long-term and short-term liabifitios through attachment and sale

Fally disclosed i

of Company’s hyvpothecated / mortgaged [/ charged stocks and propertios as
note 29.1.1. Due to these litigations, vear-end confirmations from all tending banks have not been

received.,
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22,5

22.6

Due to the abovementioned litigations, the Company's financial arrangements with these banking
companies are disputed and these liabilities have become pavable on demand, so instalments due
after the year ending June 30, 2015 have been grouped in current portion of non-current liabilities
in accordance with the requirements of International Accounting Standard (IAS) 1 Fimancial
Statement Presentation’.

2015 2004
Note Rupees Kupees
Gulistan Fibres Limited
Balance at beginning of the vear 71,896,635 91,000,000 i
LLess: payments during the year (323,950) (19,103,365 !
71,572,685 71,896,635
Less: amount due within next twelve months (71,572,685) -

- 71,896,635

This loan has been created in accordance with the settlement agreement and agreement to sell
(debt probperty swap arrangement) dated December 30, 2013 executed between Silk Bank 1imited
(the lender), Paramount Spinnirg Mills Limited (an associated company), Gulistan Spinning Mills
Limited (an associated company), Gulistan Fibres Limited (an associated aompanyy and the
Company. As per these agreements, short-term borrowings and outstanding bills pavable
aggregating Rs. 91.00 million of the Company have been adjusted by the dender against
mortgaged property of the Gulistan Fibres Limited, under the arrangement. Accordingly, the
Company has booked this Joan as payable to Gulistan Fibres Limited by adjusting its short-term
borrowings (note 27} and bills payable (note 25.1).

This loan is unsecured and repayable within period of two vears from the date of creation ie.
April 18, 2014, This loan carries mark-up at the half percent above the borrowing cost of the
lending company and effective rate charged during the vear is 12.66% (2014: 12.66%) per annum.

2015 2014
Note Rupees Rupees
23 LIABILITIES AGAINST ASSETS SUBJECT
TO FINANCE LEASE - secured
Balance at beginning of the vear 19,602,910 20,829,330
Less: Payments/adjustments made during the year (684,108) 1,226,420
' 18,918,802 19,602,910
Less: current portion:
- over due instalments 18,918,802 19,296,757
- instalments due within next twelve months - 306,153
18,918,802 19,602,910

Balance at end of the vear - -

23.1

23.2

The Company had acquired plant and machinery and vehicles under finance lease arrangements
from leasing companies, modarabas and banks. These liabilities, during the vear, were subject to
finance cost at the rates ranging from 7.00% to 18.15% (2014: 7.00% to 14.51"%) per annum. The
Company intends to exercise its option to purchase the leased assets upon completion of the lease
term. The lease finance facilities are secured against title of the leased assets in the name of lessors.

The Company filed a suit in the Honorable Lahore High Court against all banks/financial
institutions/lessors under section 9 of the Financial Institutions (Recovery of Finances) Ordinance,
2001 for rendition of accounts and damages. Further, various lessors have also filed suits before
the banking court and the Honorable High Court of Sindh for recovery of lease finance through
attachment and sale of charged properties as fully disclosed in note 29.1.1. Due to these litigations,
vear-end confirmations from all lessors have not been received.
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23.3 Due to the facts explained in notes 23.2 above, the entire amounts of the Tease finances have
become pavable on demand, therefore, the amount of tuture finance cost 1s not ascertaimable as at
June 30, 2015 and June 30, 2014, The disclosures of future minimum lease pavments is prepared
according to existing repavment schedules and provided -only to comply with the disclosare
requirement of [AS - 17 'Leases'. According to the existing repavment schedules, the tature
minimum lease payments under these lease finance agreements are due as tollows;

W15 204
Minimun Finance | Present value of | \gininyum Finance | Presentvadae of
lease charges for minimum lease fease charges for MM e
payments |future pe:inds paviments pavments | futare penods pavaents
Rupees Rupees
Pavable withi o vear 19,871,629 952,827 18,918,802 20,249584 932,827 19 296,757
Pavable atter one vear but not
later tian five vears - - - 317982 11,226 i, 53
Minimum lease pavments 19,871,629 932827 18,918,802 20,367,500 Jod 630 [9 0
2015 2014
Note Rupees Rupees
24 DEFERRED LIABILITIES
Staff retirement benefits - gratuity 24.1 23,299,607 27914581
Deferred taxation 24.2 341,071,005 B56,992 4N
364,370,612 HE4, 906,999

24.1 Staff retirement benefits - gratuity

The Company's oblication, as per the asstumptions given in the latest actuarial veluation disclosed
) 5 )

mn annual report of the Company for the vear ended June 30, 2014, in respect of defined benefit

gratuity plan, is as follows;

24.1.1 - Movement in the net liability
recognized in the balance shect
Net liability at beginning of the vear

Charge to profit and loss account

Remeasurement recognised

Benefits paid during the vear

Closing net liability

24.1.2 Movement in present value of
defined benefit obligation

Balance at beginning of the vear

Current service cost

Interest cost

Remeasurements - gains

Benefits paid

Balance at end of the vear

24.1.3 Expense recognized in the profit
and loss account

Current service cost

Interest cost

41

Note

2015 2014
Rupees Rupees
27,914,581 !
5,182,455 [P
- {0,012 8801
(9,797,429) (28 578,662
23,299,607 27914581
27,914,581 48,778 58]
4,384,087 421,927
798,368 Re05,62]
. (6,012,8803
(9,797,429) (2K,878,662)
23,299,607 27,914,581
4,384,087 10421927
798,368 3,605,621
5,182,455 L0275 38
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2015 2014
Note Rupees Rupees
24.1.4 Expense is allocated as follows;
Cost of sales : 2,103,870 N 044,625
Administrative expenses 2,986,950 SR N9
Distribution expense ' ~ 91,635 245,032
5,182,455 1,027,548
24.1.5 Re-measurement recognised in
other comprehensive income
Actuarial gain / {Joss) on obligation - 02880
24.1.6  Actuarial assumptions used
Discount rate 13.25% [3.257
Expected rate of growth p.a. in future salaries 12.25% 1225
Average expected remaining working life time
of emploveces 6 years O vears
SLIC SHIC
Mortality rates (for death in service) 2001-2005 200 1-2005

24.1.7 The calculation of defired benefit obligation 1s sensitive to assumptions set-out above by
changing an assumption while holding all other assumptions constant. In practice, this 1
unlikely to occur, and change in some of the assumptions mayv be correlated. The
management has used the same assumptions as given in the actuarial report pertaining to
vear ended June 30, 2014, including the same method (present value of defined benefit
obligation calculated with the projected unit credit method at the end of the reporting
period), however, the management of the Company has not hired an actuary to carry out
evaluation of its defined benefit obligation tor this reporting vear. Therefore, sensitivity
analvsis for the assumptions and expected maturity analysis of undiscounted retirement
benetit plan, has not been provided.

24.1.8  The methods and types of assumptions, used in preparing the sensitivity analysis did not
change compared to the previous period.

2015 2014
Note Rupees Rupees
24.2 Deferred taxation

The net lability for deferred taxation

comprises timing differences relating to;
Taxable temporary differences

(deferred tax liabilities)
Accelerated tax depreciation - owned assets 296,445,060 194,396,996
Surplus on revaluation property, plant and equipment 617,936,285 731,473,620
Asscts subject to finance lease 66,965,259 18,181,112
Deductible temporary differences

(deferred tax assets)
Staff retirement benefits - gratuity (7,455,874) (8,538,611)
Provisions and allowances (191,864,174) (78,500,699)
Liabilities against assets subject to finance lease (6,054,(G17) -
Impairment loss on property, plant and equipment (434,901,534) -

341,071,005 836,992,418

Deterred Tax asset in respect of the unused tax losses amounting Rs. 2,224.796 million (2014
Rs.1998.807 million) has not been recognised in these financial statements, being prudent. The
management of the Company is of view that recognition of deferred tax asset will be reassessed as
at June 30, 2018.

42




GULSHAN SPINNING MILLS LIMITED ANNUAL REPORT 2015

25

26

2015 2014
Note Rupees Rupees

TRADE AND OTHER PAYABLES
Creditors 41,835,591
Advances from related parties 89,905,735
Bills pavable / letters of credit payable 25.1 455,469,5]9
Security deposit 25.2 22,500,000
Accrued expenses 49,196,190
Income tax payable 1,013,297 RRCRY
Unclaimed dividend 1,037,103 SRR RSS!

660,957,435 ARE,800,503
25.1  This represents overdue bills pavable / letters of credit payable to various financial institutions /

)
o
)

banks in respect of letters of credit (LCs) issued by the financial institutions in favour of varions
local and imported raw material suppliers. The Company is in litigation with banks and financial
institutions as detailed in note 30011, so current status and balance confirmation of these bilis
pavable could not be ascertained due to nop-availability of relevant documents. Further, no
provision of anv further commission / interest / mark-up or penalty i respect of overdue 10y
has been made in these financial statements. Amount of the un-provided commission / interest /
mark-up or penalty is impracticable to deterimine as at the reporting date.

This represents balance of security dcpos:t amouniing Re o0 million (2014 60 million) recoived
against supply of varn up to June 30, 2014 as per agreed schedudes In case of default mark-up ot
Hw rate of 12.00% is charged. Mark-up aggregating Rs. 2.7 million

charged during the vear.

014 0.673 mithion) has boeen

2015 2014
Note Rupees Rupees
ACCRUED MARK-UP/INTEREST
Mark-up / interest acerued ong
Long-term finances 26.1& 26.2 9,658,092 1,845,360
Liabilitics against assets subject to finance lease 26.2
Short-term borrowings 26.2 - -
Security deposit 3,373,151 673,151
13,031,243 2508,51
26.1 This represents mark-up payable to Gulistan Fibres Limited, "an associated company™ on deng-

26.2

term loan as disclosed in note 22.6.

During the vear ended June 30, 2015, the Company has not provided mark-up / mterest on ity
long-term finances, lease finances and short-term borrowings o the extent of Rs. 11892 milhon,

1.224 million and Rs. 317.324 million respectively (2014 Rs. 12464 million, Rs. 1.289 inithion
and Rs. 331.325 million respectivelyv) due to pending litigations with the financial institutions
Further, as detailed in note 1.3, the management is in the process of finalisation of restructuring, of
its debts and as per indicative restructuring term sheet, total accrued and outstanding mark-up
Jdue / pavable 1l June 30, 2015 will be repaid on quarterly basis over a period of 2 vears
immediately after the completion of repavment term. Un-provided mark-up / interest upto the
balance sheet date aggregated Rs. 1168256 milhon (2014 Rs. 837816 miHium Thts non-
provisioning is in contravention with the requirements of 1AS 23 - Barrowing Costs. The exact

amount of un-provided mark-up / interest could not be ascertained because of non-availabifily of

relevant information and documents  due to on-going litigations with banke and fnancial

mstitutions as disclosed fullv in note 29.1.1.

43




GULSHAN SPINNING MILLS LIMITED ANNUAL REPORT 20615

27

28

26.3 Confirmations in respect of mark-up / interest accrued on long-term finances, lease finances and
short-term finances have not been received due to pending litigations with the financial
institutions / lenders as discloscd fully in note 29.1.1.

2015 2004
Note Rupees Rupees
SHORT-TERM BORROWINGS .
Short-term finances - secured 271 & 273 1,879.288,871 1879, 288 871
Running finances - secured 27.2 & 27.3 854,985,812 554,985,815
Temporary bank overdraft - unsecured 27.4 725,691 4,676,623
2,735,000,374 2,738,951, 304

271 This represents aggregate amount of the short-term  finances obtained  from  various
banks/financial institutions against expired facilitics. These finances, are sccured by owav o
ranking / hypothecation / floating charge over present and future current assets, pari passu
charge over present and future tixed assects, Chargc over raw cotton and cotton var, fien on export
letters of credit / sales contracts / documents, trust receipts and personal guarantees ot sponsor

directors.

27.2 The abovementioned balances are against expired running finance facilities and have not been
renewed by the respective banks / financial institutions. These banks and financial institutions
have tiled suits before difterent civil courts, banking courts and high courts for recovery of their
financial liabilities through attachment and sale of Companv's hyvpothecated / mortgaged
charged stocks and properties. The Company had also filed a global suit in the Honorable Lahore
High Court for redemption / release of security, rendition of accounts, recovery of damages,
permanent injunction and anciliary reliefs as more fully detailed in note 29.1.1.

27.3 A debt-propert swap agreement dated December 30, 2013 along with agreement to sell, was
executed between Silk Bank Lumited (the lender), Paramount Spinning Mills Limited, Gulistan
Spinning Mills Limited, Gulistan Fibres Limited (all three being associated companies) and the
Company. According to the said agreements, short-term borrowing and outstanding bills pavable
aggregating Rs. 91.00 million of the Corpany have been adjusted by the lender against mortgage
property of the Gulshan Fibres Limited. Accordingly, the Company booked liabilitv pavable to
Gulistan Fibres Limited (note 22 6) by adjusting short-term borrowing and bills pavable (note 25 1)

27.4 Year-end balance confirmations aggregating Rs. 2,735 million (2014: Rs. 2,314.9 million} from the
lending banks / financial institutions have not been received due to above-mentioned litigations
with them. Further, due to these litigations, bank statements for current financial vear from all
banks / financial institutions were also not available to ensure year-end balances of these finance
facilities.

27.5 These have arisen due to issuance of cheques inexcess ot balance at bank accounts.

2015 2014
Note Rupees Rupees

CURRENT PORTION OF NON-CURRENT

LIABILITIES
Long-term finances:

Faysal Bank Limited - term finance 1l 35,714,286 35,714,286

Standard Chartered Bank - Term finance I11 75,000,000 75,000,000

Bank Alfalah Limited - LTF-EODP 3,672,477 3,672,477

Gulistan Fibres Limited 22.6 71,572,685 -
Liabilities against assets subject to finance lease 18,918,802 . 19,602,910

204,878,250 123,989,673
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29 CONTINGENCIES AND COMMITMENTS
29.1 Contingencies

29.1.1 Liabilities towards banks and financial institutions disclosed in note 22, 23, 26 and 27

(b)

(a) Various banks and financial institutions have filed recovery suits betore civil courts The
Honourable 1 .ahore High Court. The Honourable High Court of Sindh and The Bang

Court Karachi, for recovery of their long-term, short-term and lease Habilitios 2
attachment and sale of Companv's hypothecated / mortgaged / charged stovks

propertics. The aggregate amo.unt of these claims is Rso 3947582 million (26

3,770,453 million).
The management is strongiv contesting the above mentioned suits on the merits s well
as cogent factual and legal grounds available to the Company under the law. Since.alf the
cases are pending before various courts, therefore, the ultimate outcome these cases can
not be established to the date of these financial statements.
The Company filed a global suit in the Honourable Lahore High Court (LFICy against all
banks / financial institutions under Section 9 of the Financial Institutions (Recovery of
Finances) Ordinance, 2001 (the Ordinance) for redemption / release of security, rendition
of accounts, recovery of damages, permanent injunction and ancillary veliets. The FHC
vide its interim order dated October 25, 2012 ordered not to disturb the present position
of current assets and fixed assets of the Company and no coercive action shall be taken
agamst the Company. The LHC through its order dated September 11, 2003 dismissed the
case on legal grounds. The Compeny filed appeal before Divisional Bench of the LG
against the above-mentioned order. The Divisional Bench passed anorder. da ted
November 27, 2013, that respondent banks will not liquidate the Companyv's assets and
operation ot impugned judgement and decree dated September TE 2003 will yemam
suspended meanwhile.
However, the Company along with its restructuring agent (a leading bank) and a few
other tending banks, had proposcd an indicative term sheet to its lending financial
in-titutions on June 28, 2013 in order Lo restructure the outstanding debt obligations of the
Company. The proposed term sheet is still in the process of finalization. Once tinalized, @
will be signed by all parties and legal documentation will be executed to restructur
outstanding debts of the Company The management expects that entire process will be
completed in due course of time and these recovery suits will be settled according iy,

The Company has not provided for Rs. 12,519 million (2014 Rs. 12,519 miHion} n respedt
of infrastructure cess levied by the Government of Sindh. The case was dedided against
the Company by a single judge of the Honourable High Court of Sindh. The decision was
challenged before a bench of the same high court and stay for collection of cess was

allowed.

The Honourable High Court of Sindh decided the case by declaring thast the levy and
collection of infrastructure fee priov to December 28, 2006 was tllegat and ultra vires and
after that it was legal. The Companv filed an appeal in the Honourable Supreme Court of
Pakistan against the above-mentioned judgement of the Honourable High Court of Sindh.
Further, the Government of Sindh also filed appeal against part of judgement decided
against them.
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29.1.4

29.1.6

29.1.7

29.1.8

A

As at June 30, 2015, the Company has provided bank guarantees averegating Reo 19504
million (2014: R< 19504 million) in favour of the Excise and Taxation Departiment.

Being the joint venture partner in Gujranmwala Flectric Pimited to the extent of 507 the

Company is responsible for the said share o respoct of Habilitios and cbinzations oot
including any obligation urider the circumstances wentiened under note 72
Counter guarantees of Rs. 78363 million (2014: Rso 78365 million) were given by the

Company to various banks / financial mstitutions as ot June 300 10

cuarantees issued in favour of various Government Departments 7 fnstifations g st
Northern Gas Pipelines Timited.

Askart Bank Timited has filed a suit COS No. 37/2002 for recovery of Re 295 797 mailiion
on account ot two facilitios Lo cash finance factity and running finance factlits provided

to the Companv. The PLA fifed by the Company was dismissed and the Hlonauraile

Pahore High Court decreed in tavour of the plaintiff bank to the oxtent of Rs 295797
million together with the cost of tunds The Company has tled appeal acamst the
impugned judgment, which is pending for adjudication before the drivision beneh of the

Honourable Lahore High Court

Meczan Bank Limited has filed a seit COS Noo9/2003 tor recovery af Koo 46 392 mngilion
on account of murabaha finance facilitios provided to the Company. The PEA fifed by the
Company was dismissed and the Honourable Banking Court Noo 0l Karochn decreed the
suil vide its judgment dated December 20, 2016 in favour of the plaintit bank to tiw
extent of Rs, 46,492 miltion toeether with the cost of tunds. The Company has tifed appead
betore the Honourable High Court of Sindh against the impuaned judgment and the

same is pending for adjudication betore the Flonourable High Court of Sindh,

The Company, being 307 co-venturer in Guiranwala Encrgy Limuted (the joint ventare,
GELY, is responsible for the performance and purchase guarantee exiended by GLEL to the
extent of USD Emillion and €3 million respectively. The Honouarable Thgh Court of Simdh
1ws granted stav against cncashment of both guarantees to GEL as the matters are still
subjudice to the date of these financial statements. Therefore, no adjustment to citect the

same is made in these financial statements.

The Honourable Supreme Court of Pakistan, vide judement dated Aucust 22 20104 has
8 =

already dectared the Gas Infrastructure Developmoent Cess Act, 2001 ultra-vires to the
Constitution and also directed that the entire amount <o far recovered trom the
consumers be refunded. In order to nullifv the legal effect of the above judgment ot the
Supreme Court of Pakistan, the Federal Government promulgated the Gas Intrastrocture
Development Cess Ordinance, 2014, whereby not only the cess was imposed atresh but all
the judgments passed carlier were declared to have no legal eftect against the previous
recovery of the arrears of Gas Infrastructure Development Cess from the vear 20110 This
Gas Infrastructure Development Cess Ordinance, 2004 was also challenged betore
different high courts of Pakistan and in the meanwhile the Gas Infrastructure
Development Cess Act, 2015 was imposed to the same effect as that of Gas Infrastructure
Development Cess Ordinance, 205E Yet agam the Gas Intrastructure Developmoent Cess
Act, 2015 was challenged betore the Honourable Lahore Hligh Court as well as beftore the
Honourable High Court of Sindh. The Honourable High Court of Sindh vide its

judegment dated October 26, 2106, decreed the suits in favour of the consumer, whereby
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the Gas Infrastructure Development Cess Act, 2015, was held to be ultra vires and
unconstitutional and further directed Sui Southern Gas Company Limited as well as Sui
Northern Gas Pipelines Limited to refund the amounts received under the head of Cas
Infrastructure Development Cess from 2011 till date. The matter is still subjudice betore
the divisional bench of the Honourable High Court of Sindh and we are hopeful that the
judgment dated October 26, 2106, passed in favour of the consumers shall be upheid and
the Gas Infrastructure Development Cess Act, 2015 shall again be declared ultra vires o
the Constitution. The Company has not passed on gas infrastructure dey clopment cess o

its consumers and has not paid amournt of cess when stav order(s) were in field.

29.2 Commitments

There is no capital commitment as at june 30, 2015 and June 30, 2014

2015 2014
Note Rupees Rupoes
30 SALES - net
Local sales
- Sale 30.1 2,685,922 HO8, TR UTR
- Processing income 22,075,883 2 499 547
24,761,805 LUOTOLR7R,570
Less: sales tax - (19,809,111
24,761,805 U9, 069 459

30.1  Local sales include waste sales and cottor: sales of Rs. 22,300 (2014: Rs 28136 million) and R« Nil
(2014 Rs.0.855 million) respectively.

2015 20104
Note Rupees Rupees
31 COST OF SALES
Stocks al beginning of the vear
(finished goods and waste) 152,313,258 200,457,856
Cost of goods manutactured 31.1 345,647,895 1,254 087,279 }
Yarn purchased - 21300 100 |
345,647,895 1,275,347 434
497,961,153 1475905125
Stocks at the end of the vear
(finished goods and waste) (78,668,841) {(152,3173,25%,
419,292,312 1,323,392 (67

47




GULSHAN SPINNING MILLS LIMITED

ANNUAL REPORT 2015
2015 2014
Note Rupees Rupees
31.1 Cost of goods manufactured . '.
Raw materials consumed 31.2 < 236,651,519 666,724,535
Processing charges - -
Stores consumed 2,859,613 25,259,336
Packing materials consumed - 14,283,330
Salaries and other benefits 4,439,181 149,058,356
Gratuity 2,103,870 9,913,255
Fuel and power 2,382,940 278,013,762
Repair and maintenance 186,115 5,278,019
‘Communication 39,747 267,763
Travelling and conveyance 613,957 4,375,271
Insurance 2,137,190 3,796,426
Depreciation 6.2 90,048,793 92,826,088
Yarn doubling charges - 267,495
Other manufacturing expenses 324,099 811,756
341,787,024 1,250,875,392
Work-in-process adjustment:
Balance at beginning of the year 3,860,871 7,072,758
Balance at end of the year - (3,860,871)
3,860,871.00 3,211,887
345,647,895 1,254,087,279
2015 2014
Note Rupees Rupees
31.2 Raw materials consumed
Stocks at beginning of the year 468,862,729 596,949,351
Purchases - net - 538,637,913
468,862,729 1,135,587,264
Stocks at end of the year (232,211,210) (468,862,729)
236,651,519 666,724,535
32 DISTRIBUTION COST
Salaries and other benefits 2,424,000 2,424,000
Gratuity , ' 91,635 269,590 :
Depreciation , 6.2 1,631,577 2,123,836 ?
Freight and handling - local - - 508,027
Commission;
- local 528,000 4,551,215
-export : 1,000,033 -
1,528,033 4,551,215
5,675,245 9,876,668
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33

34

35

ADMINISTRATIVE EXPENSES
Directors' meeting fee

Salaries and other benefits
Gratuity

Rent, rates and taxes

Gas and electricity

Fee and subscriptions
Travelling and conveyance "
Printing and stationery
Auditor's remuneration
Repair and maintenance
Entertainment

Insurance

Communication

Legal and professional charges
Computer expenses
Advertisement

Depreciation

Other administrative expenses

33.1 Auditor's remuneration
" Audit fee
Half yearly review
Review report on Code of Corporate Governance
Other services
Certification

OTHER EXPENSES

Loss on re-measurement of investment
at fair value through profit or loss

Debit Balances written off

Exchange loss - net

OTHER INCOME
Income fromfinancial assets
Interest on;
- term-deposit receipts
- deposit accounts
- Defence Saving Certificates
- over due receivable balances of associated companies
Gain on discontinuation of equity method on
investment in an associated company

Income from non-financial assets
Gain on sale of property, plant and equipment
Exchange gain - net '

]
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2015 2014
Note Rupees Rupees
120,000 15,000
19,586,903 22,833,628
2,986,950 3,844,703
3,010,901 3,392,199
1,071,450 391,709
3,224,622 3,692,941
4,198,017 5,143,012
283,944 389,647
33.1 1,080,000 1,145,000
4,861,915 207,191
423,766 1,050,087
- 484,871
715,870 541,125
9,773,000 8,756,300
100,355 420,695
76,650 78,700
6.2 1,122,127 1,232,669
1,413,029 1,416,682
54,049,499 55,036,159
825,000 825,000
200,000 200,000
55,000 55,000
- 50,000
- 15,000
1,080,000 1,145,000
- 600,946
30,100,700 -
1,877,700 -
31,978,400 600,946
8,563 830,035
808 679,446
3,453,984 3,824,877
5,015,877 11,349,871
179,671,570
8,479,232 196,355,799
943,624 1,286,450
- 23,651
943,624 1,310,101
9,422,856 197,665,900
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2015 2014
X . Note Rupees Rupees
FINANCE COST )
Mark-up / interest on; )
- long-term finance 9,080,040 1,845
- lease finances ‘ - - 197
- security deposits 2,700,000 673
- short-term borrowings . - - 1,675
11,780,040 4,391
Bank charges 394,745 2,269
12,174,785 6,661

During the year ended June 30, 2015, the Company has not provided mark-up / interest on its long-
finances, lease finances and short-term borrowings respectively aggregating Rs. 11.892 million (201
12.464 million), Rs. 1.224 million (2014: Rs. 1.289 million), Rs. 317.324 million (2014: Rs. 331.325 mil

due to pending litigations with the financial institutions as detailed in note 26.

2015 2014
Note = Rupees Rupees
TAXATION
Current 371 ) -
Deferred 81,019,879 6,057
81,019,879 6,057

37.1 No provision for minimum tax due under section 113 of the Income Tax Ordinance, 20
incorporated, as the Company has suffered gross loss before depreciation and other inadmis
expenses. Further, no provision for alternative corporate tax under section 113C of Income
Ordinance, 2001 is incorporated, as the Company has suffered accounting loss.

2015 2014
Note Rupees Rupees
LOSS PER SHARE
Net loss for the year (417,126,338) (202,745,

----- Number of shares - - --
Weighted average number of ordinary shares

outstanding during the year 22,225,038 22,225
. Rupees Rupees
Basic loss per share . (18.77) (

38.1 Diluted earnings/ loss per share

A diluted earnings / loss per share has not been presented as the Company does not have
convertible instruments in issue as at June 30, 2015 and June 30, 2014 which would have any e
on the loss per share if the option to convert is exercised.

2015 2014
. ‘ Note Rupees Rupees
NET CHANGES IN WORKING CAPITAL
Decrease / (increase) in current assets: )
Stores, spares and loose tools 2,599,443 6,192
Stock-in-trade - 179,443
Trade debtors : 67,137,971 159,000
Loans and advances (48,956,276) 1,103
Trade deposits and short-term prepayments (1,440,892) 313
Other receivables 186,765 4,905
19,527,011 350,958
Increase in trade and other payables : 72,060,892 39,707
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40 REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES

| PARTICULARS . CHIEF EXECUTIVE DIRECTORS EXECUTIVES
| 2015 | oo 015 . |- oou4 2015 | 20u4
i Rupees
Managerial remuneration :
and other benefits - - 2,424,000 2,424,000 4,903,431 14,637,156
Gratuity - - 91,635 269,590 553,958 1,219,763
- - 2,515,635 2,693,590 5,457,389 15,856,919
No. of persons 1 1 .1 1 4 10

40.1 Chief executive, directors and executives are also provided with free use of Company maintained
vehicles in accordance with the Company's policy. _
40.2 Meeting fees of Rs. 120,000 (2014: Rs 15,000) were also paid to a director during the year.

2015 2014
i , Number Number
41 CAPACITY AND PRODUCTION
Numbers of spindles installed 44,784 44,784
Average number of spindles worked 13,495 26,649
Numbers of rotors installed 1,440 1,440
Average numbers of rotors worked 244 533
Number of shifts worked per day 3 3
Total number of days worked : . 106 147
Installed capacity after conversion
into 20's count Kg. 18,140,662 18,140,662
Actual production after conversion
into 20's count - note 41.1 Kg. 4,600,071 7,279,250

41.1 Financial institutions and banks have curtailed and blocked the short-term limits, froze the funds
in current accounts to clear mark-up and other dues and attempted to realize their securities.
These factors created liquidity crises due to which the Company could not run its operations at
normal capacity. ‘

42 FINANCIAL RISK MANAGEMENT
The Company has exposures to the following risks from its use of financial instruments;
- credit risk;
- liquidity risk; and
- market risk.

The Board of Directors has overall responsibility for the establishment and oversight of Company’s risk
management framework. The Board of Directors is also responsible for developing and monitoring the
Company's risk management policies.
421 Creditrisk
Credit risk represents the financial loss that would be recognised at the reporting date if counter
parties fail completely to perform as contracted / fail to discharge an obligation / commitment
that it has entered into with the Company.
Credit risk mainly arises from deposits and margins, trade debtors, accrued mark-up / interest,
short-term investments, and. balances with banks. The carrying amounts of financial assets that

represent the Company's maximum credit exposure as at the reporting date are as follows;
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2015 2014
Note ‘ Rupees Rupees
Deposits and margins . 14,450,378 14,640,423
Trade debtors 70,620,264 137,758,235
Accrued mark-up / interest 72,878,394 67,862,517
Short-term investment - 9,014,190
Bank balances 13,405,672 11,372,993
‘ 171,354,708 240 648,358
Ageing of trade debtors at the reporting
date is as follows:
Not past due 6,988,854
PastAdue 1-90 days 38,869,918
Past due 91-180 days 21,005,228
Past due 181-365 days 3,463,983 46,248,495
More than one year 67,156,281 24,645,740
70,620,264 137,758,235

42.2

Based on past experience and keeping in view subsequent realisations, provision for doubtful
debts aggregating Rs. 248.95 million (2014: Rs.218.85 million) has been kept as at the reporting
date in respect of doubtful trade debtors and for other debtors, there are reasonable grounds to
believe that the amounts will be realised in short course of time. '
The credit risk on deposits maintained with banks is limited as such banks enjoy reasonably high
credit rating. Accordingly, the management does not expect any counter party to fail in meeting
their obligations.

Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulties in meeting obligations associated
with financial liabilities. The Company is facing difficulty in maintaining sufficient level of
liquidity due to financial problems as all the banks and financial institutions have blocked /

ceased their finance facilities and filed suits for recovery of these finances.

June 30, 2015 June 30, 2014
Carrying Due within | Due after Carrying Due within | Due after
amount one year | one year amount one year one year
Rupees Rupees
Long-term finances 185,959,448 ) 185,959,44‘8 - 186,283,398 114,386,763 71,896,635
Liabilities against assets - -
subject to finance lease 18,918,802 18,918,802 - 19,602,910 19,602,910' -
Trade and other payables 660,957,435 660,957,435 - 588,657,511 588,657,511
Accrued mark-up / interest 13,031,243 13,031,243 - 2,518,511 2,518,511
Short-term borrowings 2,735,000,374 2,735,000,374 - 2,734,274,686  2,734,274,686
3,613,867,302 3,613,867,302 - 3,531,337,016  3,459,440,381 71,896,635

In order to manage liquidity risk, the management alongwith its restructuring agent (a leading
bank) and a few other banks are negotiating with banks / financial institutions for restructuring of
principal and mark-up / interest and rescheduling of repayment terms as detailed in note 1.3 to
the financial statements and the management envisages that sufficient financial resources will be
available to manage the liquidity risk in future.
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42.4

42.5

2015 2014
Fixed rate instruments Rupees Rupees’
Financial assets : 40,131,608 45,532,404
Financial liabilities .- , 3,672,477 3,672,477
Variable rate instruments
Financial assets 32,350,891 - 37,055,587
Financial liabilities - 2,952,909,867 2,936,488,517

The rates of mark-up / interest have been disclosed in the respective notes to these
financial statements.
Fair value sensitivity analysis for fixed rate instruments ,
The Company does not account for any fixed rate financial assets and liabilities at fail
value through profit or loss. Therefore, a change in interest rate at the reporting date
would not affect profit or loss of the Company.
Cash flow sensitivity analysis for variable rate instruments
Cash flow sensitivity analysis for variable rate instruments is not presented as the
Company is not providing for mark-up / interest due to litigation with banks anc
financial institutions.
Fair value of financial instruments
Fair value is the amount for which an asset could be exchanged, or liability settled, betweel
knowledgeable willing parties in an arm's length transaction. Consequently, differences may aris
between carrying values and the fair value estimates. '
As at June 30, 2015 the carrying values of all financial assets and liabilities reflected in the financie
statements approximate to their fair values except Defence Savings Certificates that are stated &
amortized cost. '
Capital risk management
The Company's prime objectives when managing capital are to safeguard the Company's abilit
to continue as a going concern, so that it can continue to provide returns for shareholders, benefit

for other stakeholders and to maintain.an optimal capital structure to reduce the cost of capital.
The Company manages its capital structure by monitoring return on net assets and make
adjustments to it in the light of changes in economic conditions. In order to maintain or adjust th
capital structure, the Company may adjust the amount of dividend paid to shareholders and /
issue new shares. '

There was no changes in the Company's approach to capital management during the yea
Further, the Company is not subject to externally imposed capital requirements, except thos
related to maintenance of debt covenants, commonly imposed by the providers of debt financ
which the Company could not comply as at the reporting date.

43 RELATED PARTY TRANSACTIONS
Related parties comprise of associated companies, directors of the Company, key manageme
personnel, companies in which directors, key management personnel and close members of the famili

of the directors and key management personnel are interested. The Company, in the normal course

business, carries out transactions with various related parties. Remuneration of the key manageme
personnel is disclosed in note 40. Amounts due from and to related parties are shown under receivabl
and payables. Other significant transactions with related parties are as follows:
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2015 2014
. Note Rupees Rupees
L Nature of Transaction o

! Purchase of yarn , - 4,437,600
Purchase of store items - 11,100
Purchase of cotton ' _ - 10,811,895
Sale of yarn - 6,240,000
Sale of store items ; ‘ 2,685,922 1,548,490
Processing income - 73,564,797
Doubling / dyeing charges - 854,839
Interest charged 9,080,040 1,845,360
Interest earned » 2,744,323 11,349,871
Amount advanced to Joint Venture for right shares - 2,400,000
: Amount received against sale of right of joint venture - 3,500,000
3 Long-term Joan created ' - 91,000,000
Long-term loan adjusted 323,950 19,103,365

Adjustment of trade debtors with loan from :
Chief Executive - 74,495,138
Loan from Chief Executive repaid - 504,862

Received advances from;

44 SEGMENT INFORMATION :

These financial statements have been prepared on the basis of a single reportable segment.

(a)  Yarn sale represents 11% (2014: 63.19%) of the total sales of the Company.

(b)  All of the Company's sales relate to customers in Pakistan.

(c) All non-current assets of the Company at June 30, 2015 and June 30, 2014 are located in Pakistan.

(d) The Company has earned revenues from one (2014: three) customers aggregating Rs. 15 million
(2014: 585.772 million) during the year ended June 30, 2015, which constituted 61% (2014: 59.11%)
of the total revenues. '

2015 2014
: «eveeree...Number..........
45 NUMBER OF EMPLOYEES
Number of employees as at June 30,
- Permanent 28 235
- Contractual - 8
Average number of employees during the year
- Permanent ' ‘ 28 ' 1073
- Contractual ' - 58

46 DATE OF AUTHORISATION FOR ISSUE
These financial statements were authorised for issue on December 29,2017 by the Board of Directors of the
Company.

47 CORRESPONDING FIGURES _
Corresponding figures have been rearranged and reclassified for better presentation where ever
considered necessary, the effect of which is not material.

| (C~ -
' SOH[&I::T\?/[:A‘(/Q\SOOD %@A

Chief Executive : _ Director
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A)

B)

<)

D)

E)

G)

H)

GULSHAN SPINNING MILLS LIMITED

CATEGORIES OF SHAREHOLDERS
AS AT JUNE 30, 2015

ASSOCIATED COMPANIES, UNDERTAKINGS AND RELATED PARTIES

Gulistan Spinning Mills Limited
Peridot Products (Pvt.) Limited

NIT & ICP

‘IDBP (ICP UNIT)

National Bank of Pakistan Trustee Department
CDC - Trustee National Investment (Unit) Trust

DIRECTORS, CHIEF EXECUTIVE OFFICER, THEIR SPOUSES
AND MINOR CHILDREN
DIRECTORS

Mr. Tanveer Ahmed

Mr. Riaz Ahmed

Mr. Magsood ul Hag
Mr. Muhammad Yousuf
Mr. Sohail Magsood
Mr. Iftikhar Ali

Mr. Hussain Ather

SPOUSE
Mrs. Naureen Tanveer
BANKS, DEVELOPMENT FINANCIAL INSTITUTIONS, NON

BANKING FINANCIAL INSTITUTIONS, INSURANCE COMPANIES,
MODARABAS & MUTUAL FUNDS

BANKS

National Bank of Pakistan

NIB Bank Limited

islamic Investment Bank Limited
Al-Faysal Investment Bank Limited

INSURANCE

State Life Insurance Corporation of Pakistan
Other Companies

Joint Stock Companies

General Public (Local)

SHAREHOLDERS HOLDING 05% OR MORE

" Mr. Tanveer Ahmed

Mr. Abdul Shakoor

OPAL {SMC-PRIVATE) LIMITED

BLESSED CORPORATION (PVT.) LTD.

Gulistan Textite Mills Limited

Peridot Products (Pvt.) Limited

National Bank of Pakistan Trustee Department

TRADING IN THE SHARES OF COMPANY DURING THE YEAR BY THE
DIRECTORS, CHIEF EXECUTIVE OFFICER, CHIEF FINANCIAL OFFICER,
COMPANY SECRETARY AND THEIR SPOUSES AND MINOR CHILDREN
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SHARES

10,302
2,065,470

106
550
1,203,474

2,077,979
1,110

500

500

650

500

570

934,546

313,865
19,496
9,345
50

263,326
7,684,729
75,761
7,562,209
22,225,038

2,077,979
2,098,071
2,200,000
1,925,000
2,112,655
2,065,470
1,203,474

8,449
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CATEGORIES OF SHAREHOLDERS
AS AT JUNE 30, 2015

Particulars . No. of Shares No. of Shares Percentage

Holders Held

Directors, Chief Executive Officer and their spouse and
minor children 10 3,016,355 13.57

Associated Companies, Undertakings and Related
Parties ‘ ‘ 2 2,075,772 9.34

NIT & ICP 3 1,204,130 5.42

Banks, Development Finance Institutions, Non- Banking

Financial Institutions . 5 " 342,756 1.54
Insurance Companies . 1 ’ 263,326 1.18
Joint Stock Companies 7 75,761 0.34
General Public (Local) 3,481 7,562,209 34.03
Other Companies 10 7,684,729 34.58
3,519 22,225,038 100.00
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Form of Proxy

Gulshan Spinning Mills Limited

[/We being member of Gulshan Spinning Mills Limited holder
of ordinary shares as per Share Register Folio No. and/orCRC
participant I.D. No. Account No hereby appoint Mr.
who is also member of Gulshan Spinning Mills Limitedvide Folio No. or
CDC participant I.D. No. Account No. or failinghim/her of Mr.
of. who is also member of Gulshan Spinning Mills Limited
vide Folio No. or CDC participant I.D. No. ~_Account No.

as my/our proxy to attend, speak and vote for me/us andon my/our behalf at the Annual General

Meeting of the Company to be held on 31" January 2018 at 11:00 a.m. and at any adjournment
thereof.

As witness my/our hand this day of 2018 Appropriate

Signed by the said Revenue

Witness 1:- A Stamp

Name:-
Adress:-
CNIC:-
Witness 2:-

Name:-
Adress:-
CNIC:-
Notes:

1. The Proxy in order to be valid must be duly stamped, signed and witnessed and be deposited with the
Company not later than 48 hours before the time of holding of Meeting.

2. The proxy must be a member of the Company.

3. Sigﬁatﬁre should agree with the specimen signature, registered with the Company.

4. CDC Shareholders, entitled to attend and vote at this meeting, must bring with them their National
Identify Card/Passport in original to prove his/her identity, and in case of Proxy must enclose an attested
copy of his/her NIC or passport.

5. Representative of corporate members should bring the usual documents required for such purpose.
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Be aware, Be alert,

Be safe

Learn about investing at
www.jamapunji.pk

A Stock trading simulator
(based on live feed from KSE)

) Knowledge center
3 Risk profiler®
s Financial calculator

i Subscription to Alerts (event
notifications, corporate and
~ regulatory acllons)

B Jamapuniji application for :
mobile device

3 Online Quizzes

£ »
Jamapunji.pk @jamapunji_pk
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