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DEWAN KHALID TEXTILE MILLS LIMITED

DIRECTORS’ REPORT

IN THE NAME OF ALLAH; THE MOST GRACIOUS AND MERCIFUL
IF YE GIVE THANKS, | WILL GIVE YOU MORE (HOLY QURAN)

The Board of Directors of your Company is pleased to present unaudited condensed
interim financial information for the first quarter ended September 30, 2018 in
compliance with the requirements of section 237 of the Companies Act, 2017 and code of
corporate governance issued by Securities and Exchange Commission of Pakistan.

Overview

Textile sector being the largest manufacturing sector, which contributes to Foreign
Exchange earnings, continued to face distressed and adverse set of circumstances
which hampered the operations of several units, accordingly the company has also
suspended its operations.

Operating results (Factory Shutdown):

Company’s net sales during the current as well as in the comparative period remained nil
due to closure of operations. The Company, for the time being, has suspended its
manufacturing operations since August 2016 which could not be resumed due to
adverse scenario faced by the industry, lesser market demand and working capital
constraints.

The condensed interim financial information has been prepared using going concern
assumption as the company has approached its lenders for further restructuring of its
liabilities, which is in process. Management is hopeful that such revision will be finalized
soon which will enable the company to resume its operations.

Future Outlook

Management is endeavoring to resume the production of the company as soon as the
situation in near future improves, restructuring of the company is finalized and sufficient
working capital is provided. However, some initiatives from the government are also
needed in order to make the textile industry sustainable by reducing the cost of doing
business, especially smooth supply of gas at affordable tariff. Management is
endeavoring to resume the production of the company as soon as the situation in near
future improves.

Conclusion

In conclusion, we bow beg and pray to Aimighty Allah, Rahman-o0-Rahim, in the name of
our beloved prophet Muhammad (Peace be upon him) for the continued showering of his
blessings, Guidance, strength, health and prosperity to us, our company, country and
nation, and also pray to Aimighty Allah to bestow peace, Harmony, brotherhood and unity
in true Islamic spirit to whole of Muslim Ummah; Ameen: SummaAmeen

LO-MY LORD IS INDEED HEARER OF PRAYER (HOLY QURAN)
By and under Authority of the Board of Directors

el A
Ishtiaqg Ahmed Haroon Igbal
Chief Executive Officer Chairman Board of Directors

Dated: October 24, 2018
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‘@%%YD A YOUSUF DEWAN COMPANY

CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION

AS AT SEPTEMBER 30, 2018

September 30, June 30,
EQUITY AND LIABILITIES (Unj\"l] dited) (Aditad)
CAPITAL & RESERVES Notes (Rupees)
Authorized Share Capital
15,000,000 (June 30, 2018: 15,000,000) ordinary shares of Rs. 10/- each 150,000,000 150,000,000
Issued, subscribed and paid-up capital 96,107,590 96,107,590
Revenue reserves 6 |(574,300,435) (561,844,639)
Revaluation surplus on property plant and equipment (Capital reserve) 475,305,402 480,188,569
(2,887,443) 14,451,520
NON CURRENT LIABILITIES
Long Term Loan 7 48,221,863 47,268,969
Deferred Liabilities
Provision for staff gratuity 17,295,063 17,295,063
Deferred taxation 139,960,394 148,947,781
CURRENT LIABILITIES IR 166,242,844
Trade and other payables 181,099,738 184,061,195
Mark-up accrued on loans 64,849,901 62,933,456
Short term borrowings 300,130,923 300,130,923
Unclaimed dividend 334,741 334,741
Current and over due portion of syndicated long term Loan 104,007,672 104,007,672
Provision for income tax 6,006,817 6,006,817
656,429,792 657,474,804
Contingencies and Commitments 8 - -
859,019,669 885,438,137
ASSETS
NON CURRENT ASSETS
Property, plant and equipments 9 739,717,169 757,818,299
Long term investment 10 - -
Long term deposits 2,891,075 2,891,075
CURRENT ASSETS
Stores, spares and loose tools 15,864,488 18,428,608
Stock-in-Trade 69,530,284 69,530,284
Trade debts 2,697,269 8,466,929
Loans and advances 427,508 427,508
Short term deposits and other receivables 10,185,522 10,185,522
Income tax refunds and advances 16,172,126 16,165,214
Cash and bank balances 1,534,228 1,524,698
116,411,425 124,728,763
859,019,669 885,438,137

The annexed notes form an integral part of this condensed interim financial information.

S

Ishtiag Ahmed
Chief Executive Officer
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Chief Financial Officer
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Chairman Board of Directors




DEWAN KHALID TEXTILE MILLS LIMITED

CONDENSED INTERIM STATEMENT OF PROFIT OR LOSS (UN-AUDITED)
FOR THE FIRST QUARTER ENDED SEPTEMBER 30, 2018

Sales - net
Cost of sales
Gross ( loss)

Operating Expenses
Administrative and general expenses

Operating (loss)
Finance cost

Loss before taxation
Taxation

- Current

- Deferred

Loss after taxation

Loss per share - basic and diluted

Notes

1

14

July - Sept. July - Sept.
2018 2017
(Rupees)
(20,480,560) (25,079,870)
(20,480,560) (25,079,870)
(2,326,873) (3,003,840)
(2,326,873) (3,003,840)
(22,807,433) (28,083,710)
(3,518,917) (3,952,895)
(3,518,917) (3,952,895)
(26,326,350) (32,036,605)

4,022,461 4,945,063
4,022,461 4,945,063
(22,303,889) (27,091,542)
(2.32) (2.82)

The annexed notes form an integral part of this condensed interim financial information.

oo

Ishtiag Ahmed
Chief Executive Officer

Chief Financial Officer

&

Haroon Igbal
Chairman Board of Directors
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CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE FIRST QUARTER ENDED SEPTEMBER 30, 2018

July - Sept. July - Sept.
2018 2017
(Restated)
(Rupees)

(Loss) for the period (22,303,889) (27,091,542)
Effect of change in tax rates on balance

of revaluation on property, plant and equipment 4,964,926 5,602,998

Total comprehensive (loss) for the period (17,338,963) (21,488,544)

The annexed notes form an integral part of this condensed interim financial information.

oy £y

Ishtiag Ahmed S.M. Raza Haroon Igbal
Chief Executive Officer Chief Financial Officer Chairman Board of Directors
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DEWAN KHALID TEXTILE MILLS LIMITED

CONDENSED INTERIM STATEMENT OF CASH FLOWS (UN-AUDITED)

FOR THE FIRST QUARTER ENDED SEPTEMBER 30, 2018

CASH FLOW FROM OPERATING ACTIVITIES
(Loss) before Taxation
Adjustment for Non-Cash and Other Items:
Depreciation
Finance Cost

Working Capital Charges

(Increase) / Decrease in Current Assets
Stores, spares and loose tools
Stock-in-trade
Trade debts
Loans and advances

Increase / (Decrease) in Current Liabilities
Trade creditors, payables and other borrowings

Taxes paid

Net Cash Inflow/ (Outflow) from Operating Activities

CASH FLOW FROM INVESTING ACTIVITIES
Fixed capital expenditure
Net Cash Inflow/ (Outflow) from Investing Activities

CASH FLOW FROM FINANCING ACTIVITIES
Finance cost paid
Net Cash Inflow/ (Outflow) from Financing Activities

Net Increase /(Decrease) in Cash and Cash Equivalents

Cash and cash equivalents at the beginning of the period

Cash and cash equivalents at the end of the period

Notes

12

July - Sept. July - Sept.
2018 2017
(Rupees)
(26,326,350) (32,036,605)

18,101,130 20,459,245

3,518,917 3,952,895
21,620,047 24,412,140
(4,706,303) (7,624,465)
2,564,120 -
- 6,183,389
5,769,660 6,000
- 6,956,010
(2,961,457) 1,191,686
5,372,323 14,337,085
(6,912) (12,885)
(6,912) (12,885)
659,108 6,699,735
-- (265,000)
-- (265,000)
(649,578) (708,426)
(649,578) (708,426)
9,530 5,726,309
(298,606,225) (298,313,590)

(298,596,695)

(292,587,281)

The annexed notes form an integral part of this condensed interim financial information.

oo

Ishtiag Ahmed S.M. Raza

Chief Executive Officer Chief Financial Officer

&

Haroon Igbal
Chairman Board of Directors
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CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY (UN-AUDITED)
FOR THE FIRST QUARTER ENDED SEPTEMBER 30, 2018

Revenue Reserves Capital Reserves
Issut?d, Unrealized Revaluation
subscribed .
and paid-u General Accumulated Loss| gainfloss)dueo | Surplus on Tota
c: il Pl Reserve change in fair | property, plant
i value of & equipment
investment
(Rupees)
Balance as on July 01, 2017 - as reported 96,107,590 135,000,000 (507,399,195) 82,313,616 - (193,977,989)
Impact of change in accounting policies (Note 5.2) (49,065,269) (82,313,616) 519,250,653 387,871,768
Balance as at 1st July 2017 - restated 96,107,590 135,000,000 (556,464,464) - 519,250,653 193,893,779

Other comprehensive loss for the period:

Loss for the period - - (27,091,542) - - (27,091,542)
Other comprehensive income for the period - - - - 5,602,998 5,602,998
- - (27,091,542) - 5,602,998 (21,488,544)

Transfer to accumulated loss in respect of -
incremental depreciation - net of tax - - 11,006,753 - (11,006,753) -

Balance as on September 30, 2017 - restated 96,107,590 135,000,000  (572,549,253) - 513,846,898 172,405,235

Balance as on July 01,2018 96,107,590 135,000,000 (696,844,639) - 480,188,569 14,451,520

Other comprehensive loss for the period:

Loss for the period - - (22,303,889) - - (22,303,889)
Other comprehensive income for the period - - - - 4,964,926 4,964,926
- - (22,303,889) - 4,964,926  (17,338,963)

Transfer to accumulated loss in respect of -
incremental depreciation - net of tax - - 9,848,093 - (9,848,093) -
Balance as on September 30, 2018 96,107,590 135,000,000 (709,300,435) - 475,305,402 (2,887,443)

The annexed notes form an integral part of this condensed interim financial information.

oo Y

Ishtiag Ahmed S.M. Raza Haroon Igbal
Chief Executive Officer Chief Financial Officer Chairman Board of Directors
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DEWAN KHALID TEXTILE MILLS LIMITED

NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION - (Un Audited)
FOR THE FIRST QUARTER ENDED SEPTEMBER 30, 2018

1 Corporate Information

Dewan Khalid Textile Mills Limited (the Company) was incorporated in Pakistan, as a public
limited company on April 03, 1978, under the Companies Act, 1913 (Now the Companies
Ordinance, 1984) and its shares are listed in Pakistan Stock Exchange Limited. The registered
office of the company is located at Finance & Trade Center, Block A, 8th Floor, Shahrah-e-
Faisal, Karachi, Pakistan; while its manufacturing facilities are located at G-11, S.I.T.E., Kotri,
Sind, Pakistan. The Principal activity of the Company is trading, manufacturing and sale of
yarn.

2 GoingConcernAssumption

The condensed interim financial information of the company for the period September 30,2018
reflect that company has sustained a net loss after taxation of Rs.22.304 million (2018:
Rs.185.045 million) and as of that date company's negative reserves of Rs. 574.300 million
which have eroded its equity. Further the company's short term borrowing facilities have expired
and not been renewed. Company defaulted in repayment of its restructured liabilities due to
liquidity crunch faced by the Company due to lesser market demand and adverse factors being
faced by the overall textile industry in the country. As a result the Company, for the time being,
has suspended its manufacturing operations since August 2016. Accordingly, the entire
restructured liabilities along with markup eligible for waiver have become immediately
repayable. These conditions indicate the existence of material uncertainty which may cast
significant doubt about the company's ability to continue as a going concern, therefore the
company may not be able to realize its assets and discharge its liabilities during the normal
course of business.

The condensed interim financial information has been prepared on going concern assumption
as the Company approached its lenders for further restructuring of its liabilities which is in
process. Company is hopeful that such restructuring will be effective soon and will further
streamline the funding requirements of the Company which will ultimately help the management
to resume the operations with optimum utilization of production capacity. As the conditions
mentioned in the foregoing paragraph are temporary and would reverse therefore the
preparation of The condensed interim financial information using going concern assumption is
justified.

3 Basis of preparation
3.1 This condensed interim financial information has been prepared in accordance with
the accounting and reporting standards as applicable in Pakistan for interim financial
reporting with the exception of departure of IFRS as mentioned in note 11, for which the
management concludes that provisioning of mark up would conflict with the objectives
of the financial statements.. The accounting and reporting standards as applicable in
Pakistan for interim financial reporting comprise of:

* International Accounting Standard (IAS) 34, Interim Financial Reporting,
issued by the International Accounting Standards Board (IASB) as notified
under the CompaniesAct, 2017; and

* Provisions of and directives issued under the CompaniesAct, 2017

Where the provisions of and directives issued under the Companies Act, 2017 differ
with the requirements of IAS 34, the provisions of and directives issued under the
CompaniesAct, 2017 have been followed.

3.2 This condensed interim financial information is presented in Pakistani Rupees which is
also the Company's functional currency and all financial information presented has
been rounded off to the nearest rupee except otherwise stated.

3.3 This condensed interim financial information does not include all of the information

required for full annual financial statements and should be read in conjunction with the
annual financial statements as at and for the year ended June 30, 2018.
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4 Estimates, Judgements and Financial Risk Management
4.1 In preparing of this condensed interim financial information, management make
judgements, estimates and assumptions that affect the application of accounting
policies and the reported amounts of assets and liabilities, incomes and expenses .
Actual results may differ from these estimates.

4.2 The significant judgements made by management in applying the Company’'s
accounting policies and the key sources of estimation uncertainty were the same as
those applied to the annual audited financial statements as at and for the year ended
June 30,2018.

5 Significant Accounting Policies

5.1 The accounting policies and methods of computation adopted in the preparation of this
condensed interim financial information are the same as those applied in the
preparation of annual audited financial statements of the Company as at and for the
year ended June 30, 2018. Amendments to certain existing standards and
interpretations on approved accounting standards effective during the period were not
relevant to the Company's operations and did not have any significant impact on the
accounting policies of the Company.

5.2 Change in accounting policies
During the financial year ended June 30, 2018 Company has changed its accounting
policies for investment in associated company and revaluation surplus on property,
plant and equipment. The detailed impacts of the said change in accounting policies
have been given in the annual financial statements of the Company for the year ended
June 30, 2018. The comparative figures in statement of comprehensive income and
statement of changes in equity have been restated due to same.

Sept. 30, June 30,
6 RESERVES 2018 2018
(Rupees)
Revenue reserves
General reserves 135,000,000 135,000,000
Accumulated losses (709,300,435) (696,844,639)

Capital reserve
Revaluation surplus on property, plant and equipment 475,305,402 480,188,569
(98,995,033) (81,656,070)

7 Long term loan

Sponsor loan, Un secured, interest free- at amortized cost 48,221,863 47,268,969
48,221,863 47,268,969

8 Contingencies and Commitments
There is no material change in the contingencies and commitments since the last audited
financial statements for the year ended June 30, 2018.

9 Property, Plant & Equipments
Operating Fixed Assets 9.1 739,717,169 757,818,299
739,717,169 757,818,299

9.1 Operating Fixed Assets

Opening written down value 757,818,299 839,808,014
Additions during the period (Factory equipment) - 265,000
Depreciation during the period / year (18,101,130) (82,254,715)
Closing written down value 739,717,169 757,818,299
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DEWAN KHALID TEXTILE MILLS LIMITED

Sept. 30, June 30,

10 Long term investment 2018 R 2018
Investment in associate (Rupees)
Dewan Salman Fibre Limited - -

10.1  Associate is an entity over which the Company has significant influence but no control.
Company's investee company is considered to be its associate by virtue of common
directorship, member of Yousuf Dewan Companies and its ownership interest of 8.81%
ininvestee company.

10.2  Investment in Dewan Salman Fibre Limited - at equity method

Number of shares held 32,279,849 32,279,849
Cost of investment (Rupees) 40,000,000 40,000,000
Fair value of investment (Rupees) 28,406,267 28,406,267
Ownership interest 8.81% 8.81%

10.3  Investment in associated company was made in accordance with the requirement of
then effective Companies Ordinance, 1984. As the Company's share of losses exceed
its interest in the associate, the Company has discontinued recognising its share of
further losses. Market value is based on last available quoted price as of February 19,
2018.

11 Finance Cost

The company has not provided the markup on long term and short term borrowings from certain
banks for the year amounting to Rs. 5.922 million (Up to June 30, 2018: Rs. 385.233 million) in
respect of borrowings of certain banks who have not yet accepted the restructuring proposal.
The Management of the company is quite hopeful that theses banks will also accept
restructuring proposal in near future. Had the provision been made the loss for the period would
have been higher by Rs.5.922 million and accrued mark-up would have been higher and
shareholders' equity would have been lower by Rs. 391.155 million. The said non provisioning is
departure form the requirement of IAS 23- 'Borrowing Costs'.

Sept. 30, Sept. 30,
12 Cash and Cash Equivalents 2018 2017
Cash and Bank Balances 1,534,228 8,751,644
Short term Borrowings (300,130,923) (301,338,925)

(298,596,695)  (292,587,281)

13 Related Party Transactions
Provident Fund Contribution 159,996 237,010

14 Loss Per Share -Basic and diluted

Net (Loss) for the period (22,303,889) (27,091,542)
Number of ordinary shares 9,610,759 9,610,759
(Loss) Per Share - Basic and diluted (Rs.) (2.32) (2.82)

15 Date of Authorization for issue
This Interim Condensed Financial Information was authorized for issue on October 24, 2018
by the Board of Directors of the Company.

i Y

Ishtiag Ahmed S.M. Raza Haroon Igbal
Chief Executive Officer Chief Financial Officer Chairman Board of Directors
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