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VISION AND MISSION STATEMENT

THE VISION

To be the leader in interlining industry by building companies image through

Quality  improvement, Customer satisfaction and by maintaining a  high level of 

ethical and professional standards through Optimum use of resources.

MISSION STATEMENT

7. Contributing to the national economy by uplifting and skills diversification of
    the people through fulfillment of our social responsibility      

1. Endeavoring to be the Market leader and international player by enhancing
   market share and to conduct business in the best possible manner by using
   high level of ethical professionalism.

2. Seeking long term and good trading relation with customers an d suppliers 
   with fair, honest and mutually profitable dealings.

3. Building an excellent repute of our organization and to maintain high 
   professional and ethical standards with eyes on the future.

4. Offering high quality products according to the highest international 
   standards.

5. Continuous enhancement in shareholders' value through team work and
   constant improvement in performance in all operating areas in competitive 
   business 

6. Providing congenial work environment, where employees are treated with
   respect and dignity and work as a team of common goals.
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thNOTICE OF 27  ANNUAL GENERAL MEETING.

thNotice is hereby given that 27  Annual General Meeting of Aruj Industries Limited will be held on 
Monday, October 28, 2019 at 9:00 AM at the Registered Office of the Company at 2-KM, Off: Raiwind 
Manga Road, Raiwind, Lahore to transact the following business:-

ORDINARY BUSINESS:
 

th
1. To Confirm the Minutes of last Annual General Meeting held on 27  November, 2018.
2. To receive and adopt the Annual Audited Accounts for the year ended June 30, 2019 

along with Directors and Auditors report thereon.
3. To appoint Auditors of the Company to hold office till the conclusion of next Annual 

General Meeting and to fix their remuneration.

Any Other Business
4. To transact any other business with the permission of the Chair.

� � � � � � � �         By order of the Board

Lahore.� � � � � � �  Muhammad Sajjad Hussain
October 04, 2019� � � � � � �    Company Secretary

NOTES:

1) Share Transfer Books of the Company will remain closed from October 22, 2019 to 
October 28, 2019 (both days inclusive). Transfers received in order at company's Shares 
Registrar Office at the close of business on October 21, 2019 will be treated as in time.

2) Members who have not yet submitted photocopies of Computerized National Identity 
Card (CNIC) are requested to send the same at the earliest.

3) A member eligible to attend and vote at this meeting may appoint another member as his 
/ her proxy to attend and vote instead of him / her. Proxies in order to be effective must be 
received at the Company's Registered Office, not less than 48 hours before the time for 
holding the meeting and must be duly stamped, signed and witnessed.

4) Shareholders are requested to immediately notify the change in address, if any to Company 
Shares Registrar i.e. M/s Corplink (Pvt.) Limited Wings Arcade, 1-K, Commercial, Model 
Town, Lahore Tel: 042-35916714-35916719

Annual Report 2019
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As required under the Code of Corporate Governance, an annual evaluation of the Board of Directors 

of ARUJ INDUSTRIES LIMITED is carried out. The objective of this evaluation is to ensure that the 

Board's overall performance and effectiveness is measured and benchmarked against expectations

 in the context of goals set for the Company.

For the financial year ended June 30, 2019,the Board's overall performance and effectiveness has 

been assessed as satisfactory. The Board also identifies areas of improvement in line with the best 

practices.

The Board received wide-ranging agendas and supporting papers in a timely manner for its meetings. 

The Board was fully involved in the strategic planning process and in developing the vision

 for the Company. All Directors, including Independent Director, fully took part in and made 

contributions to the decision-making process of the Board. The Board has in place comprehensive 

policies for all relevant areas of the Company's operation and these policies are reviewed and updated 

from time to time.

The Audit Committee and Human Resources & Remuneration Committee met regularly to fortify the 

functions of the board.

The company has an independent Internal Audit department, which leads the Internal Audit function

 and follows a risk based Audit methodology. Audit reports are presented to the Board for review and 

actions where necessary.

In the closing, on behalf of the Board I wish to acknowledge the contribution of all our employees in the

 success of the Company. I would like to thank our shareholders, bankers, customers, suppliers and 

other business partners for their confidence and support.

Maqsood Ahmed Butt FCA
Chairperson
Dated: October 04, 2019

CHAIRPERSON'S REVIEW
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DIRECTORS’ REPORT

th
The Directors of your Company would like to present to you the 27  Annual General Meeting of 

Aruj Industries Ltd. and would like to present their report along with the audited accounts for the 
th

year ended 30 June, 2019.

OPERATING RESULTS:

 For the year ended For the year ended 
 June 30, 2019 June 30, 2018 
 Rupees Rupees 

Sales 1,433,016,290      1,162,366,244 

Gross Profit 114,289,776   109,278,921 

Profit/(Loss) Before Taxation  15,057,026    11,278,442 

Taxation                    1,932,098                     4,708,156 

Profit/(Loss) After Taxation                  13,124,928                    6,570,286  

Earnings per Share 1.26  0.63 

SALIANT FEATURES:
After some adjustments during the last financial year, your Company has been successful in 
increasing its sales figure by 23.28% to Rs. 1.433 Billion. 

Your Company believes we have started our push into exports at a favourable time. While the 
devaluation of the Pakistani Rupee has indeed put a lot of pressure on the cost-side of doing 
business, specially enhanced working capital requirement we have been able to not only increase 
volumes to existing customers, but have further diversified our client base. We believe the effect on 
sales shall be visible completely from Q3 of the current financial year onwards.

Our Processing business has, however, not been immune to the current market situation. Although 
we see steady demand in the sector, as we were catering to export-oriented units, we are a little vary 
as inflation and policies have put a stranglehold on cash flows. We are hopeful that these 
circumstances shall start easing in Q3 of this financial year, we are a little conservative in our 
projections.

As is said, with every obstacle comes an opportunity; Your Company is seeing a gap in the local 
market where the new tax policies have made it difficult for the unregistered sector. As a public limited 
company, we have always avoided such markets, but now see a possibility of producing home linen 
and garments for the local market. 

STATEMENT OF COMPLIANCE ON CORPORATE AND FINANCIAL FRAME WORK:
The management is fully aware of the compliance with code of corporate governance as 
incorporated in the additional listings regulations of the stock exchanges and necessary steps have 
been taken for their effective implementations which are as follows:

PRESENTATION OF FINANCIAL STATEMENTS:
The financial statements prepared by the management of the Company, present fairly its state of 
affairs, the results of its operations, cash flows and changes in equity.

ARUJ INDUSTRIES LTD.ARUJ INDUSTRIES LTD.
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KEY OPERATING & FINANCIAL DATA FROM 2014 TO 2019

 
  
  
 

 

Net Sales Revenue  
 

Cost of Goods Sold 
 

Gross Profit 
 

 
Operating Profit/ (Loss) 

 
Profit (Loss) Before Tax 

 
Profit (Loss) After Tax 

 
Paid up Capital 

 
 

Current Assets 
 

 
Current Liabilities

 
 
 
 

2014
 

2015
 

2016
 

2017
 

2018
 

2019
 

545,923,658
 

90,5884,377
 

1,251,872,885
 

1,380,753,165
 
1,162,366,244

 
1,433,016,290

 

469,198,144 787,975,189 1,111,629,891  1,221,130,325  1,053,087,323  1,318,726,514  

76,725,514 117,909,188 140,242,994  159,622,840     109,278,921     114,289,776  

47,686,824 66,897,424 76,425,274  67,811,308       46,260,375       55,818,562  

29,187,091 42,956,399 54,820,016  44,465,114       11,278,442       15,057,026  

30,290,005 31,831,989 41,668,897  31,462,159         6,570,286       13,124,928  

61,517,000 104,578,900 104,578,900  104,578,900     104,578,900      104,578,900  

311,992,951 472,181,494 558,523,178  717,764,147     777,259,385      862,540,980  

244,981,131
 

371,623,045
 

426,037,663
 

648,855,757
    

755,144,995
     

846,444,129
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STATEMENT OF FINANCIAL POSITION
 AS AT JUNE 30, 2019

CHIEF EXECUTIVE DIRECTOR CHIEF FINANCIAL OFFICER

FAISAL KHAN ALI MAQSOOD BUTT MRS. DURRAY ZARA BUTT

NOTE 2019 2018

EQUITY AND LIABILITIES

Rupees

Share capital and reserves

Authorized share capital: 12,500,000 (2018: 12,500,000) 

ordinary shares of Rs. 10/- each 125,000,000

            
125,000,000

            

Issued, subscribed and paid up share capital 5 104,578,900
            

104,578,900
            

Capital reserve 100,000,000
            

100,000,000
            

Directors' Loan 6 87,868,538
              

83,523,538
              

Unappropriated profit 88,547,611
              

74,807,554
              

380,995,049
            

362,909,992
            

Non-current liabilities

Liabilities against assets subject to finance lease 7 19,806,082
              

29,777,120
              

Deferred liabilities 8 49,525,182
              

43,435,337
              

69,331,264
              

73,212,457
              

Current liabilities 

Trade and other payables 9 407,381,371
            

331,590,322
            

Unclaimed dividend 2,290,218
                   

2,290,218
                

Markup accrued on loans and other payables 10 8,956,522
                

4,142,499
                

Short term borrowings 11 419,375,247
            

406,017,881
            

Current portion of long term borrowings 12 32,101,632
              

26,607,424
              

Provision for taxation 13 8,440,771
                

11,104,075
              

878,545,761
            

781,752,419
            

Contingencies and commitments 14 -
                          

-
                          

Total equity and liabilities 1,328,872,074
         

1,217,874,868
         

ASSETS

Non-current assets

Property, plant and equipment 15 431,855,040            380,709,097            

Capital work in process 16 25,213,388              52,832,815              

457,068,428            433,541,912            

Long term deposits 17 9,262,666                7,073,571                

466,331,094            440,615,483            

Current assets

Stores, spare parts and loose tools 18 13,296,746              10,031,453              

Stock in trade 19 259,949,572            366,059,808            

Trade debts 20 424,327,185            228,227,368            

Loans and advances 21 104,848,384            113,240,465            

Trade deposits and short term prepayments 22 450,446                   1,587,610                

Tax refunds due from the Government 23 49,721,041              40,137,986              

Cash and bank balances 24 9,947,606                17,974,695              

862,540,980            777,259,385            

Total assets 1,328,872,074         1,217,874,868         

The annexed notes form an integral part of these financial statements.
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CHIEF EXECUTIVE DIRECTOR CHIEF FINANCIAL OFFICER

FAISAL KHAN ALI MAQSOOD BUTT MRS. DURRAY ZARA BUTT

FOR THE YEAR ENDED JUNE 30, 2019

STATEMENT OF PROFIT OR LOSS

NOTE 2019 2018

Rupees

Sales-net 25 1,433,016,290
         

1,162,366,244
         

Less: Cost of sales 26 1,318,726,514         1,053,087,323         

Gross Profit 114,289,776            109,278,921            

Less: Selling and Distribution cost 27 19,451,908              21,145,811              

Less: Administrative expenses 28 39,019,306              41,872,735              

Operating Profit 55,818,562              46,260,375              

Less: Finance cost 29 44,656,403              34,146,044              

Less: Other expenses 30 1,115,934                835,889                   

10,046,225              11,278,442              

Add: Other Income 31 5,010,801                -                          

Profit before taxation 15,057,026              11,278,442              

Taxation 32 1,932,098                4,708,156                

Profit for the year 13,124,928              6,570,286                

Earnings per share - basic and diluted 33 1.26                         0.63                         

The annexed notes form an integral part of these financial statements.
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CHIEF EXECUTIVE DIRECTOR CHIEF FINANCIAL OFFICER

FAISAL KHAN ALI MAQSOOD BUTT MRS. DURRAY ZARA BUTT

FOR THE YEAR ENDED JUNE 30, 2019

STATEMENT OF PROFIT OR LOSS

NOTE 2019 2018

Rupees

Sales-net 25 1,433,016,290
         

1,162,366,244
         

Less: Cost of sales 26 1,318,726,514         1,053,087,323         

Gross Profit 114,289,776            109,278,921            

Less: Selling and Distribution cost 27 19,451,908              21,145,811              

Less: Administrative expenses 28 39,019,306              41,872,735              

Operating Profit 55,818,562              46,260,375              

Less: Finance cost 29 44,656,403              34,146,044              

Less: Other expenses 30 1,115,934                835,889                   

10,046,225              11,278,442              

Add: Other Income 31 5,010,801                -                          

Profit before taxation 15,057,026              11,278,442              

Taxation 32 1,932,098                4,708,156                

Profit for the year 13,124,928              6,570,286                

Earnings per share - basic and diluted 33 1.26                         0.63                         

The annexed notes form an integral part of these financial statements.
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CHIEF EXECUTIVE DIRECTOR CHIEF FINANCIAL OFFICER

FAISAL KHAN ALI MAQSOOD BUTT MRS. DURRAY ZARA BUTT

FOR THE YEAR ENDED JUNE 30, 2019

STATEMENT OF COMPREHENSIVE INCOME

NOTE 2019 2018

                  

Rupees

Profit for the year 13,124,928        6,570,286          

Other comprehensive (loss) /Income

Items that will not be subsequently reclassified to profit and loss:

Remeasurement of staff retirement benefit 615,129             536,400             

Total comprehensive income for the year 13,740,057        7,106,686          

The annexed notes form an integral part of these financial statements.
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STATEMENT OF CASH FLOWS 
FOR THE YEAR ENDED JUNE 30, 2019

CHIEF EXECUTIVE DIRECTOR CHIEF FINANCIAL OFFICER

FAISAL KHAN ALI MAQSOOD BUTT MRS. DURRAY ZARA BUTT

2019 2018

CASH FLOWS FROM OPERATING ACTIVITIES

Rupees

Profit  before taxation 15,057,026             11,278,442               

Adjustment for:

Depreciation 35,840,413             31,926,958               

Financial Charges 44,656,403             34,146,044               

Gain on Disposal (5,010,801)              -                            

Provision for gratuity 8,151,627               6,799,330                 

Worker's welfare fund 307,286                  230,172                    

Worker's profit participation fund 808,648                  605,717                    

84,753,576             73,708,221               

Profit before working capital changes 99,810,602             84,986,663               

(Increase)/decrease in current assets:

 Stores, spare parts and loose tools (3,265,293)              (6,393,594)               

 Stock in trade 106,110,236           (93,330,958)             

 Trade debts (196,099,817)          (47,895,997)             

 Loans and advances 11,310,384             3,182,468                 

 Trade deposits and short term prepayments 1,137,164               (538,791)                  

Tax refunds due from the Government (9,583,055)              100,006,121             

Increase/(decrease) in current liabilities:

Trade and other payables 76,754,059             20,261,357               

(13,636,322)            (24,709,394)             

Cash generated from operations 86,174,280             60,277,269               

Financial charges paid (39,842,380)            (31,251,686)             

Staff retirement benefits paid -                          (61,000)                     

Workers' profit participation fund paid (2,078,944)              (2,388,030)               

Taxes paid (8,960,358)              (12,221,189)             

Net cash inflow from operating activities 35,292,598             14,355,364               

CASH FLOWS FROM INVESTING ACTIVITIES

Long-term security deposits (2,189,095)              (2,353,079)               

Fixed capital expenditure (71,119,465)            (15,235,334)             

Capital work in progress 27,619,427             (72,169,877)             

Disposal proceeds 15,183,000             -                            

Net cash used in investing activities (30,506,133)            (89,758,290)             

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds / (Repayment) from directors' loans - Net 4,345,000               34,530,120               

Proceeds / (Repayment) from Lease Finance - Net (30,515,920)            (26,702,914)             

Proceeds / (Repayment) from short term borrowings - Net 13,357,366             90,260,755               

Dividend paid -                          (12,275,500)             

Net cash used in financing activities (12,813,554)            85,812,461               

Net (decrease) / increase in cash and cash equivalents (8,027,089)              10,409,535               

Cash and cash equivalents at the beginning of the year 17,974,695             7,565,160                 

Cash and cash equivalents at the end of the year 24 9,947,606               17,974,695               

The annexed notes form an integral part of these financial statements.

NOTE
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BALANCE AS AT JULY 01, 2017 104,578,900           100,000,000           48,993,418          80,354,915            333,927,233           

Profit for the year -                         -                         -                       6,570,286              6,570,286               
Loan From Directors -                         -                         34,530,120          -                         34,530,120             
Final dividend for the year ended June 30, -                         

2017 @ Rs. 1.21 per share (12,654,047)           (12,654,047)           

Other comprehensive income / (loss) -                         -                         -                       536,400                 536,400                  

Total comprehensive income for the year: -                         -                         34,530,120          (5,547,361)             28,982,759             

BALANCE AS AT JUNE 30, 2018 104,578,900           100,000,000           83,523,538          74,807,554            362,909,992           

Loan from directors -                         -                         4,345,000            -                         4,345,000               

Transaction with owners -                         -                         4,345,000            -                         4,345,000               

Profit for the year -                         -                         -                       13,124,928            13,124,928             

Other comprehensive income / (loss) -                         -                         -                       615,129                 615,129                  

Total comprehensive income for the year: -                         -                         -                       13,740,057            13,740,057             

BALANCE AS AT JUNE 30, 2019 104,578,900           100,000,000           87,868,538          88,547,611            380,995,049           

The annexed notes form an integral part of these financial statements.

(RUPEES)

SHARE

CAPITAL

UNAPPROPRIAT

ED 

PROFIT

TOTAL
DIRECTORS' 

LOAN

CAPITAL 

RESERVE
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principal actuarial assumptions used for the purpose of the valuation were as follows:

IAS 8 1-Jan-20

IFRS 1 First-time Adoption of International Financial Reporting Standards

IFRS 14 Regulatory Deferral Accounts

IFRS 17 Insurance Contracts

IFRIC 4 Determining whether an arrangement contains lease

IFRIC 12 Service concession arrangements

3 BASIS OF PREPARATION

3.01 Basis of Measurement

3.02 Functional and presentation currency

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

4.01 Foreign currency translation

4.02 Staff retirement benefits

The company operates an unfunded gratuity scheme for all permanent employees who have completed minimum qualifying

period of service. The contributions to the scheme are made in accordance with the independent actuarial valuation using

Projected Unit Credit (PUC). The most recent actuarial valuation of the scheme was carried out as at June 30, 2019. The

These financial statements have been prepared under the "historical cost" convention. In these financial statements, except for

certain staff retirement benefits at present value and the cash flow statement, all transactions have been accounted for on accrual

basis.

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

Transactions in foreign currencies are translated in Pakistan rupees (functional and presentation currency) at the exchange rate

prevailing on the date of transaction. Monetary assets and liabilities in foreign currencies are translated into Pakistan rupees at the

rates of exchange approximating those prevalent at the balance sheet date. Foreign exchange gains and losses resulting from the

settlement of such transactions and from the translations of monetary assets and liabilities denominated in foreign currencies are

recognized in the profit and loss account.

IAS 1 1-Jan-20Presentation of Financial Statements (Amendments); Amendments regarding the definition of

concept of material

Accounting Policies, Changes in Accounting Estimates and Errors (Amendments); Amendments

regarding the definition of concept of material

It is anticipated that the adoption of the above standards, amendments and interpretations in future periods, will have no material impact on the 

financial statements other than the impact on presentation/disclosures.

Further, the following new standards and interpretations have been issued by the International Accounting Standards Board (IASB), which are 

yet to be notified by the Securities and Exchange Commission of Pakistan (SECP), for the purpose of their applicability in Pakistan:

 2019 2018

Discount rate 12.50% 9.00%

Expected rate of salary increase 11.50% 8.00%

Average remaining working life time of employee 11 Years 11 Years

4.03 Trade debts

4.04 Trade and other payables

4.05 Long Term Deposits

Trade debts originated by the Company are recognized and carried at original invoice amount less an allowance for any

uncollectible amounts. An estimated provision for doubtful debt is made when collection of the full amount is no longer

probable. Bad debts are written-off as incurred.

Liabilities for trade and other amounts payable are carried at cost which is the fair value of the consideration to be paid in the

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

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

Contingent liability is disclosed when:

4.07 Contingent assets

4.08 Cash and cash equivalents 

4.09 Capital work-in-progress

4.10 Taxation

a) Current

b) Deferred

Provision for current taxation is based on taxable income for the year determined in accordance with the prevailing

laws for taxation on income earned from local as well as foreign operations, as applicable to the respective

jurisdictions. The charge for current tax is calculated using prevailing tax rates applicable to taxable income after

taking into account tax credits and tax rebates, if any under the provision of Income Tax Ordinance, 2001.

Deferred tax is accounted for using the balance sheet liability method in respect of all temporary differences arising

from differences between the carrying amount of assets and liabilities in the financial statements and the

corresponding tax bases used in the computation of the taxable profit. Deferred tax liabilities are generally recognized

for all taxable temporary differences and deferred tax assets are recognized to the extent that it is probable that future

taxable profits will be available against which the deductible temporary differences, unused tax losses and tax credits

can be utilized.

Deferred tax assets and liabilities are calculated at the rates that are expected to apply to the period when the asset is

realized or the liability is settled, based on the tax rates (and tax laws) that have been enacted or substantively enacted

by the balance sheet date. Deferred tax is charged or credited to the income.

- there is a possible obligation that arises from past events and whose existence will be confirmed only by the

occurrence or non occurrence of one or more uncertain future events not wholly within the control of the Company;

or

- there is present obligation that arises from past events but it is not probable that an outflow of resources embodying

economic benefits will be required to settle the obligation or the amount of the obligation cannot be measured with

sufficient reliability.

Contingent assets are disclosed when there is a possible asset that arises from past events and whose existence will be confirmed

only by the occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the Company.

Contingent assets are not recognized until their realization become virtually certain.

For the purpose of cash flow statement, cash and cash equivalents consists of cash in hand, cash at banks in current account and

deposits accounts.

Capital work-in-progress represents expenditure on property, plant and equipment which are in the course of construction and

installation. Transfers are made to relevant property, plant and equipment category as and when assets are available for use.

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

4.11 Property, plant and equipment

Subsequent costs are included in the asset's carrying amount or recognized as a separate asset, as appropriate, only when it is

probable that future economic benefits associated with the item will flow to the Company and the cost of the item can be

measured reliably. All other repair and maintenance costs are charged to profit and loss account during the year in which they are

incurred.                                                                                                                                                                                                                   

Property, plant and equipment except freehold land are stated at cost less accumulated depreciation and accumulated impairment

losses (if any). Freehold land is stated at cost less any identified impairment loss. Cost in relation to certain property, plant and

equipment signifies historical cost, applicable exchange differences on foreign currency loans and directly attributable cost of

bringing the asset to working condition. Borrowing cost pertaining to the construction/ erection period is also capitalized as part

of historical cost. 

Depreciation on property, plant and equipment is charged to profit and loss account applying the reducing balance method so as

to write off the depreciable amount of the assets over their estimated useful lives at the rates specified in Note 15. The company

charges the depreciation on additions from the date when the asset is available for use and to the preceding day when the asset is

de-recognized. 
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4.12 Accounting for finance lease

4.13 Stores, spares and loose tools

4.14 Stock-in-trade

These are valued at lower of cost and net realizable value applying the following basis:

Raw material Weighted average

Work in process 

Finished goods

Waste Net realizable value

4.15 Revenue recognition

Average manufacturing cost

The residual values, useful lives and depreciation methods are reviewed and adjusted, if appropriate, at each statement of 

financial position date.

These are valued at moving average cost, while items considered obsolete are carried at nil values. Items in transit are valued at

cost comprising invoice value plus other charges paid thereon.

Average manufacturing cost

Raw material is stated at weighted average except items in transit which are valued at cost accumulated up to the balance sheet

date.

Cost of work in process and finished goods comprises of cost of direct materials, labour and appropriate manufacturing

overheads.

Net realizable value of finished goods and waste represents estimated selling prices in the ordinary course of business less

incidental selling expenses.

During the year, the Company has adopted IFRS 15 "Revenue From Contracts with Customers" which provides a unified five-

step model for determining the timing, measurement and recognition of revenue. The focus of the new standard is to recognize

revenue as performance obligations are satisfied rather than based on the transfer of risk and rewards. IFRS 15 includes a

comprehensive set of disclosure requirements including qualitative and quantitative information about contracts with customers

to understand the nature, amount, timing and uncertainty of revenue.

An item of property, plant and equipment is de-recognized upon disposal or when no future economic benefits are expected from

its use or disposal. Any gain or loss arising on de-recognition of the asset is included in the statement of profit or loss in the year

the asset is de-recognized. 

Leases where the company has substantially all the risks and rewards of ownership are classified as finance leases. Assets subject

to finance lease are initially recognized at the lower of present value of minimum lease payments under the lease agreements and

the fair value of the assets. Subsequently these assets are stated at cost less accumulated depreciation and any impairment loss.

The related rental obligations, net of finance charges, are included in liabilities against assets subject to finance lease. The

liabilities are classified as current and long term  depending upon the timing of the payment.

Each lease payment is allocated between the liability and finance charges so as to achieve a constant rate on the balance

outstanding. The interest element of the rental is charged to the profit and loss account over the lease term.

Depreciation on assets acquired under a finance lease is charged to the profit and loss account applying reducing balance method

over their estimated useful lives at the rates specified in Note 15.

4.16 Financial instruments

Financial assets and financial liabilities are recognized when the Company becomes a party to the contractual provisions of the

instrument and de-recognized when the Company loses control of contractual rights that comprise the financial assets and in the

case of financial liabilities when the obligation specified in the contract is discharged, cancelled or expired. Any gain or loss on

derecognition of financial assets and financial liabilities is included in the profit and loss account for the year.

The management has concluded that revenue from local sale of goods be recognised at the point in time when control of goods is

transferred to the customer, which is when the goods are dispatched to the customer and invoices are generated.

Export sales are recorded at the time of receipt of bill of lading.

Export rebate and Duty Drawbacks are accrued on the basis of actual export proceeds realized.
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4.17 Offsetting of financial assets and liabilities

4.18 Loans and receivables

4.19

4.20 Related party transactions

4.21 Borrowing cost

4.22

-

-

-

-

Taxation

Loans and advances are non-derivative financial assets with fixed or determinable payments that are not quoted in an active

market.

Impairment

Borrowing costs are charged to income in the period in which these are incurred.

Critical  accounting estimates and judgments

The Company assesses at each balance sheet date whether there is any indication that property, plant and equipment may be

impaired. If such indication exists, the carrying amount of such assets are reviewed to assess whether they are recorded in excess

of their recoverable amount. Where carrying values exceed the respective recoverable amount, assets are written down to their

recoverable amounts and the resulting impairment loss is recognized in income currently. The recoverable amount is the higher of

an asset's fair value less costs to sell and value in use. Where an impairment loss is recognized, the depreciation charge is adjusted

in the future periods to allocate the asset's revised carrying amount over its estimated useful life.

Transactions and contracts with related parties are carried out at an arm's length price determined in accordance with comparable

uncontrolled price method except otherwise stated.

Property, plant and equipment - useful lives and residual value 

The preparation of financial statements in conformity with accounting and reporting standards requires management to make

estimates, assumptions and use judgments that affect the application of policies, reported amounts of assets, liabilities, income

and expenses. Estimates, assumptions and judgments are continually evaluated and are based on historical experience and other

factors, including reasonable expectations of future events. The areas where various assumptions and estimates are significant to

the Company's financial statements or where judgments were exercised in application of accounting policies are as follow:

Provision for doubtful receivables and advances

Provision for inventory obsolescence

Financial instruments carried on the balance sheet include deposits, trade debts, loans and advances, other receivables, cash and

bank balances, long-term financing, liabilities against assets subject to finance lease, loan from directors, short term borrowings,

accrued mark-up and trade and other payables etc. All financial assets and financial liabilities are initially measured at cost,

which is the fair value of the consideration given and received respectively. These financial assets and liabilities are subsequently

measured at fair value, amortized cost or cost, as the case may be. The particular recognition methods adopted are disclosed in the

individual policy statements associated with each item.

A financial asset and a financial liability is offset and the net amount is reported in the financial statements only when there is a

legally enforceable right to set-off the recognized amount and the Company intends either to settle on a net basis or to realize the

asset and settle the liability simultaneously.

-

-

4.23 Dividend and other appropriations

4.24 Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating decision-

maker. The Chief Executive Officer has been identified as the ‘chief operating decision-maker’, who is responsible for allocating

resources and assessing performance of the operating segments.

Dividend is recognized as a liability in the period in which it is declared. Appropriations of profits are reflected in the statement 

of changes in equity in the period in which such appropriations are approved.

Provisions and contingencies

Impairment of financial and non-financial assets
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NOTE 2019 2018

5 ISSUED, SUBSCRIBED AND PAID-UP SHARE CAPITAL

7,058,190 (2018: 7,058,190) ordinary shares of Rs. 10/- each fully paid in cash 70,581,900 70,581,900

5.1 33,997,000 33,997,000

104,578,900 104,578,900 

5.1 These include shares issued against acquisition of assets.

5.2 All ordinary share holders have same rights regarding voting, board selection, right of first refusal and block voting.

6 DIRECTORS' LOAN
 

 

Loan from directors - unsecured
 

6.2 87,868,538
           

83,523,538
          

 

6.1

6.2

7 LIABILITIES AGAINST ASSETS SUBJECT TO FINANCE LEASE NOTE 2019 2018

The amount of lease rentals payable during: 

2018-2019 -

                       

31,052,950

          

2019-2020 37,286,236

           

22,665,751

          

2020-2021 19,610,507

           

8,675,882

            

2021-2022 2,942,223

             

1,112,535

            

59,838,966

           

63,507,118

          

Less : Future finance charge 7,931,252

             

7,122,574

            

Present value of minimum lease payments 51,907,714

           

56,384,544

          

Less: Current portion shown under current liabilities 12 32,101,632

           

26,607,424

          

Liabilities against assets subject to finance lease 19,806,082

           

29,777,120

          

Reconciliation between gross minimum lease payments and their present value :

Gross minimum lease payments

Due not later than one year 37,286,236

           

31,052,950

          

Due later than one year but not later than five years 22,552,730

           

32,454,168

          

59,838,966

           

63,507,118

          

Present value of minimum lease payments

Due not later than one year 32,101,632

           

26,607,424

          

Due later than one year but not later than five years 19,806,082

           

29,777,121

          

51,907,714

           

56,384,544

          

Add: Future finance charge

Due not later than one year 5,266,423

             

4,072,513

            

Due later than one year but not later than five years 2,664,829

             

3,050,061

            

59,838,966

           

63,507,118

          

In the above leases, purchase option is available to the company.

Taxes, repairs, replacements and insurance costs are to be borne by the company.

8 DEFERRED LIABILITIES

Deferred tax - net 8.01 18,404,823

           

19,851,476

          

Employees retirement benefits 8.04 31,120,359

           

23,583,861

          

49,525,182

           

43,435,337

          

 

This loan has been obtained from Directors of the Company, and is interest free. There is no fixed tenor or schedule for repayment of this

loan. According to the loan agreement, the lenders shall not demand repayment and the same is entirely at the Company's option. This

loan is for the purpose of capaital expenditure or otherwise as the Board deem fit.

Directors include Mr. Maqsood Ahmed butt (15.9 % shareholding) and Mr. Ali Maqsood butt (22.08 % shareholding).

These loans are accounted for under Technical Release - 32 "Accounting Director's Loan" issued by the Institute of Chartered 

Accountants of Pakistan effective for the financial statements for the period beginning on or after January 01, 2016 with earlier 

application permitted.

The minimum lease payments under the lease agreements are payable in 36-60 equal monthly installments. The minimum lease payments have 

been discounted at an implicit rate ranging from 6 months KIBOR + 2.75% to 6 months KIBOR + 3.50% (2018: 8.06% to 13.69 %)  per annum 

to arrive at their present value.

Rupees

3,399,700 (2018: 3,399,700) ordinary shares of Rs. 10/- each issued for consideration other 

than cash

Rupees
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NOTE 2019 2018

8.01 DEFERRED TAX - NET

Taxable temporary differences / (deductible temporary differences) arising in respect of:

Accelerated depreciation 16,655,312           18,815,229          

Employees retirement benefits (4,036,175)           (2,760,388)           

Finance lease and others  5,785,686             3,796,635            

18,404,823           19,851,476          

8.03

8.04 EMPLOYEES RETIREMENT BENEFITS

Balance sheet liability:

Present value of defined benefit obligation 8.04            29,923,503            22,387,005 

Benefits payable as at end of the year              1,196,856              1,196,856 

31,120,359           23,583,861          

8.04 Reconciliation of present value of defined benefit obligations (PVODBO):

PVODBO as at beginning of the year            22,387,005            16,185,075 

Benefits payable as at start of the year              1,196,856              1,196,856 

Amount recognized during the year 8.05              8,151,627              6,799,330 

           31,735,488            24,181,261 

Benefits paid during the year                           -                   (61,000)

Benefits payable as at end of the year             (1,196,856)           (1,196,856)

Actuarial loss/(gain) arising during the year                (615,129)              (536,400)

PVODBO as at end of the year            29,923,503            22,387,005 

8.05 Charge to profit and loss account for the defined benefit plan

Service cost 6,136,797             5,547,350            

Interest cost 2,014,830             1,251,980            

             8,151,627              6,799,330 

8.06 Historical information for gratuity:

2019 2018 2017 2016 2015

Present value of defined benefit obligation 29,924 22,387 16,185 9,660 6,018

Experience  adjustment arising  plan  liabilities (615) (536) 459 288 397

8.07 Sensitivity Analysis as at June 30, 2019:

Rupees

Deferred tax asset on minimum tax and carry forward of tax losses for the year amounting to Rupees 25.61 million has not been

recognized due to uncertainity of adjustments with the available of high future taxable profits to such extent.

Rupees in thousands

8.02 The movement In temporary differences are as follows :
RUPEES

Balance as at 

July 01, 2017

Recognized in 

profit & loss

Balance as at 

June 30, 2018

Recognized in 

profit & loss

Balance as at 

June 30, 2019
Deferred tax Debits:

Employees retirement benefits (2,001,742)         (758,646)            (2,760,388)         (1,275,787)         (4,036,174)         

(2,001,742)         (758,646)            (2,760,388)         (1,275,787)         (4,036,174)         

Deferred tax Credits:

Accelerated depreciation 15,494,938         3,320,291           18,815,229         (2,159,917)         16,655,312         

Finance lease and Others 3,802,722           (6,087)                3,796,635           1,989,051           5,785,686           

17,295,918         2,555,558           19,851,476         (1,446,653)         18,404,823         

Discount Rate + 1% Discount Rate - 1% Salary Increase + 1% Salary Increase - 1%

PVDBO 26,835,939 33,672,890 33,672,890 26,785,269
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2019 2018

9 TRADE AND OTHER PAYABLES

Creditors 375,272,450
         

286,540,790
        

Accrued expenses 14,257,874
           

14,231,274
          

Advances from customers - Unsecured 10,979,132
           

23,201,742
          

Other payables 2,722,418
             

2,723,948
            

Workers' welfare fund 3,440,346
             

3,133,060
            

Workers' profit participation fund 9.01 709,151
                

1,759,508
            

407,381,371         331,590,322        

9.01 WORKERS' PROFIT PARTICIPATION FUND

Opening Balance 1,759,508             3,148,285            

Allocation for the year 808,648                605,717               

2,568,156             3,754,002            

Interest on funds utilized 29 219,939                393,536               

2,788,095             4,147,538            

Less:  Paid during the year (2,078,944)
           (2,388,030)

           

709,151
                

1,759,508
            

10 MARKUP ACCRUED ON LOANS AND OTHER PAYABLES

Accrued markup 8,956,522
             

4,142,499
            

2019 2018

11 SHORT TERM BORROWINGS Limit 

Rupees in Million

From banking companies-secured

Standard Chartered Bank (Pakistan) Limited 372.5 11.01 211,237,185

         

196,924,422

        

Habib Bank Limited 100 11.02 97,700,000

           

99,312,000

          

The Bank of Punjab 150 11.03 100,000,000

         

100,000,000

        

Banking Overdrafts 11.04

Habib Bank Limited 2,864,149

             

-

                       

The Bank of Punjab -

                       

5,218,659

            

J.S Bank Limited 6,396,185

             

245,881

               

Bank Alfalah Limited -

                       

4,316,919

            

Meezan Bank 1,177,728

             

-

                       

419,375,247

         

406,017,881

        

Rupees

Rupees

11.01

-

-

PP over all present and future current assets of the Company to the extent of Rs.350.6 Million.

All the finances obtained from Standard Chartered Bank (Pakistan) Limited are collaterally secured against:

This includes Running Finance Facility, Pre shipment financing under export orders, Import LCs (including its sublimits of Loans aganist 

trust receipts, Acceptance aganist LCs, Import LCs, Shipping Guarantees and Import Loan), Bonds and Guarantees (22.5 million), Credit 

Bills Negotiated. Its carries markup @ 3 months kibor + 2.5% to 2.75% and SBP + 1%. 

Personal guarantees worth Rs. 372.5 Million from Directors of the Company named as follows: Maqsood Ahmed Butt, Ali Maqsood Butt 

& Naseem Maqsood.
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-

11.03

Securities for facilities from Bank of Punjab are as follows:

-

-

-

-

-

11.04

Personal Guarantees of Mr. Maqsood Butt, Mr. Ali Maqsood Butt and Mr. Faisal Khan (Directors of the Company).

The Facility from HBL is secured against ist pari passu charge over all present and future current assets of PKR 133.333 million,

registered with SECP. Lien over Proceeds of export bills sent under LC / collection. ist pari passu charge over all present and future fixed

assets of PKR 100 million registered with SECP and personal Guarantees of all Directors.

This represents export refinance facility. It Carries markup at the rate of SBP+1% and overdue markup at the rate of 3 months KIBOR +

5% per anum.

1st PariPassu charge of Rs.134 Million and Rs. 67 Million over present and future current assets of the company with 25% margin

1st PariPassu charge of Rs.100 Million over present and future fixed assets of the company.

Token legal mortgage of Rs. 0.1 million along with equitable mortgage over residential property measuring 2 Kanals 14 Marlas owned

by director of the Company.

These represent overdrafts in current accounts of the Company due to unpresented cheques outstanding at the reporting date.

The expiry date of the facilities from Bank of Punjab is 30th April 2020.

The expiry date of the facilities from Bank of Punjab is 30th June 2020.

NOTE 2019 2018

12 CURRENT PORTION OF LONG TERM BORROWINGS

Liabilities against assets subject to finance lease 7 32,101,632

           

26,607,424

          

32,101,632

           

26,607,424

          

13 PROVISION FOR TAXATION

Opening balance 11,104,075

           

17,057,713

          

Add: Current and prior year tax 3,378,751

             

2,152,598

            

Less: Adjustments during the year (6,042,055)

           

(8,106,236)

           

8,440,771

             

11,104,075

          

14 CONTINGENCIES AND COMMITMENTS

Contingencies

14.1

14.2

Rupees

Income tax return up to and including tax year 2018 has been filed to the tax authorities under the provision of Income Tax Ordinance, 2001.

There is no significant commitment on the balance sheet date.

Commitments

The company has challenged the recovery of Gas Infrastructure Development Cess-GIDC and filed petition in Lahore High Court

challenging the vires and legality of the levy and demand of GIDC including the retrospective effect. The Court granted stay against

charging of GIDC. Since, the issue is being faced by the industry at large, therefore management is of the view that there is no need to

maintain any provision against the liability. The management is confident that decision of the case will be in its favor. Further, it is

difficult to determine the best monetary estimate as the date of applicability of the said Act is in litigation.

On behalf of the Company Standard Chartered Bank (Pakistan) Limited has issued guarantee amounted to Rs. 20,812,318 (2018: Rs.

20,812,318) in favour of SNGPL.

-

-

-

-

Ranking Charge of Rs. 40 Million on fixed assets and Ranking Charge of Rs. 49.4 Million on Current Assets of the Company.

PP over all present and future fixed assets of the Company to the extent of Rs.260 Million.

48 Kanal and 1 Marla Property Owned by the Director of the Company Mr. Maqsood Ahmed Butt. Total Value of the Land is Rs. 

135,740,000/-

The expiry date of the facilities from Standard Chartered Bank Limited is 28-02-2020.

11.02 This represent Finance against packing credit facility including its sublimits of ERF Part II, Running Finance Facility, FBP facility,

FAFB and Letter of Guarantee. The tenor of the Facility is one year and renewed on 01 August 2019. It carries mark-up at the rate of 3

months KIOR + 2.5% per anum.
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NOTE 2019 2018

16 CAPITAL WORK IN PROCESS

Building on freehold land:

As at 01st July 2018 52,832,815

         

50,202,436

         

Additions during the year 31,940,531

         

72,169,877

         

Transferred to Property Plant & Equipment (59,559,958)

        

(69,539,498)

       

As at 30th June, 2019 25,213,388

         

52,832,815

         

17 LONG TERM DEPOSITS

Advance lease deposit-non ineterst bearing 7,439,745

           

5,450,650

           

Sui northern gas pipeline ltd.-non ineterst bearing 1,351,071

           

1,351,071

           

Other-non interest bearing 471,850

              

271,850

              

9,262,666

           

7,073,571

           18 STORES, SPARE PARTS AND LOOSE TOOLS 13,296,746

         

10,031,453

         18.01 No identifiable store and spare are held for specific capitalization.

19 STOCK IN TRADE

Finished goods 95,110,906
         

119,959,137
       

Raw materials

- Fabric and accessories 93,782,208         177,299,241       

- Chemicals 39,232,172         36,162,904         

- Packing material 7,858,372           7,529,166           

- Rice Husk & Coal 23,965,914
         

25,109,360
         

259,949,572
        

366,059,808
       

No stock in trade has been pledged by any institution / party.

20 TRADE DEBTS

Considered good:

Export - secured 20.01 49,729,502

         

23,282,683

         

Local - un-secured 374,597,683

        

204,944,685

       

424,327,185

        

228,227,368

       

21 LOANS AND ADVANCES

Advances - considered good 21.01 40,685,160

         

65,345,352

         

Rebate Receivable 23,821,411

         

10,471,603

         

Advance income tax-net of adjustment 40,341,813

         

37,423,510

         

104,848,384

        

113,240,465

       

21.01 ADVANCES - CONSIDERED GOOD

Unsecured:

To suppliers for goods and services 38,427,940

         

63,210,960

         

To Employees - Interest free 1,887,000

           

1,505,000

           

For local guarantee 370,220

              

629,392

              

40,685,160

         

65,345,352

         

Rupees
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NOTE 2019 2018

22 TRADE DEPOSITS AND SHORT TERM PREPAYMENTS

Security deposits 110,420

              

110,420

              

Prepaid insurance 340,026

              

1,477,190

           

450,446

              

1,587,610

           

23 TAX REFUNDS DUE FROM THE GOVERNMENT

Sales tax -Refundable 49,721,041

         

40,137,986

         

24 CASH AND BANK BALANCES

Cash in hand 2,498,000

           

3,522,737

           

Cash at banks -in current accounts 7,449,606

           

14,451,958

         

9,947,606

           

17,974,695

         25 SALES-NET

Sales:

- Local 246,215,548

        

25,920,930

         
- Export 647,943,664

        

591,676,630

       
Local: Processing and coating 490,761,545

        

503,431,121

       Rebate on export 48,095,533

         

45,272,090

         Sales tax -

                      

(3,934,527)

         1,433,016,290
     

1,162,366,244
    

26 COST OF SALES

Fabric and accessories consumed 26.01 553,321,177        290,765,861       

Chemicals consumed 26.02 328,386,993        331,681,232       

Packing material consumed 26.03 60,571,515         51,021,095         

Rice Husk and coal consumed 26.04 67,280,076
         

93,365,642
         

Stores and spares consumed 26.05 992,538
              

4,170,317
           

Salaries and other benefits 26.06 99,509,967
         

89,651,558
         

Fuel and power 71,099,454

         

98,365,293

         

Postage, telephone and telegram 7,866,135

           

5,024,757

           

Rent, rates and taxes -

                      

775,000

              

Laboratory expenses 4,207,751

           

4,160,053

           

Insurance 6,139,945

           

5,783,074

           

Import expenses 15,740,023

         

18,936,517

         

Freight and octroi 6,180,428

           

15,133,138

         

Repair and maintenance-machinery / building 19,209,341

         

24,399,902

         

Processing Charges(CMT) 24,243,474

         

13,930,147

         

Depreciation 15.01 29,129,466

         

24,664,333

         

1,293,878,283

     

1,071,827,919

    

Finished goods:

   Opening stock 119,959,137

        

101,218,541

       

   Closing stock (95,110,906)

        

(119,959,137)

     

24,848,231

         

(18,740,596)

       

1,318,726,514

     

1,053,087,323

    

Rupees
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26.01 Fabric and accessories consumed

Opening stock 177,299,241        141,087,189       

Add: Purchases 469,804,144        326,977,913       

647,103,385        468,065,102       

Less: Closing stock (93,782,208)        (177,299,241)     

553,321,177        290,765,861       

26.02 Chemicals consumed

Opening stock 36,162,904         23,098,567         

Add: Purchases 331,456,261        344,745,569       

367,619,165        367,844,136       

Less: Closing stock (39,232,172)        (36,162,904)       

328,386,993        331,681,232       

26.03 Packing material consumed

Opening stock 7,529,166           7,324,553           

Add: Purchases 60,900,721         51,225,708         

68,429,887         58,550,261         

Less: Closing stock (7,858,372)          (7,529,166)         

60,571,515         51,021,095         

26.04 Rice Husk and coal consumed

Opening stock 25,109,360         -                     

Add: Purchases 66,136,630         118,475,002       

91,245,990         118,475,002       

Less: Closing stock (23,965,914)        (25,109,360)       

67,280,076         93,365,642         

26.05 Stores and spares consumed

Opening stock 10,031,453         3,637,859           

Add: Purchases 4,257,831           10,563,911         

14,289,284         14,201,770         

Less: Closing stock (13,296,746)
        (10,031,453)

       

992,538
              

4,170,317
           

  26.06 

27 SELLING AND DISTRIBUTION COST

Export expenses 19,451,908
         

21,145,811
         

27.01

28 ADMINISTRATIVE EXPENSES

Director's remuneration 6,600,000
           

6,600,000
           

Salaries and other benefits 28.01 11,064,935
         

9,583,801
           

Postage and telegram 1,785,542
           

2,335,931
           

Printing and stationary 1,091,788
           

1,146,090
           

Vehicle running and maintenance 5,851,205
           

7,397,763
           

Insurance 717,638
              

953,716
              

Fee and subscription 2,211,058
           

2,444,875
           

Entertainment 269,957
              

547,295
              

Auditor's remuneration 28.02 720,000
              

620,000
              

Misc Expenses 1,768,525
           

2,713,792
           

Legal and professional 227,711
              

266,847
              

Depreciation 15.01 6,710,947
           

7,262,625
           

39,019,306
         

41,872,735
         

28.01
 

28.02
 

AUDITOR'S REMUNERATION

Audit fee 600,000
              

500,000
              

Half yearly review 50,000
                

50,000
               

Other certification charges 50,000
                

50,000
               

Out of pocket expenses 20,000
                

20,000
               

720,000
              

620,000
              

Salaries and other benefits include staff retirement benefits amounting to Rs. 6,136,797  (2018: Rs. 5,556,662).

Salaries and other benefits include staff retirement benefits amounting to Rs. 2,014,830 (2018: Rs. 1,242,668).

It includes exchange loss / (gain) on on realizations and translations of foreign debtors of Rs. 2.61 million (2018: 

0.53 million).

Rupees
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2019 201829 FINANCE COST

Interest / mark-up on:

Short-term borrowings 29,309,624
         

22,240,277
         

Finance lease 6,672,370
           

4,615,405
           

Workers' Profit Participation Fund 9.01 219,939
              

393,536
              

Bank charges 8,454,470
           

6,896,826
           

44,656,403
         

34,146,044
         

30 OTHER EXPENSES

Workers' profit participation fund 9.01 808,648
              

605,717
              

Workers' welfare fund 307,286
              

230,172
              

1,115,934
           

835,889
              

31 OTHER INCOME

Gain on Disposal of Fixed Assets 5,010,801
           

-
                     

5,010,801           
-                     

32 TAXATION

Current tax - for the year 8,440,772           11,104,076         
                  - prior years (5,062,021)          (8,951,478)         

Deferred tax (1,446,653)          2,555,558           

1,932,098           4,708,156           

32.01

32.02 Reconciliation of tax charge for the year

33  EARNINGS PER SHARE - BASIC AND DILUTED

Net profit for the year / Profit attributable to ordinary shareholders - Rupees 13,124,928         6,570,286           

Weighted average number of ordinary shares outstanding during the year - Numbers 10,457,890 10,457,890

Earnings per share - basic - Rupees 1.26                    0.63                   

There is no dilutive effect on the basic earnings per share of the company .

34 FINANCIAL INSTRUMENTS BY CATEGORY

Financial assets as per Balance Sheet - loans and receivables

Long term deposits 9,262,666           7,073,571           

Trade debts 424,327,185        228,227,368       

Loans and advances 64,506,571         75,816,955         

Trade deposits 110,420              110,420              

Cash and bank balances 9,947,606           17,974,695         

508,154,448        329,203,009       

Financial liabilities as per Balance Sheet - at amortized cost

Liability against assets subject to finance lease 51,907,714         56,384,544         

Trade and other payables 392,252,742
        303,496,012

       

Accrued interest / mark-up 8,956,522
           

4,142,499
           

Short term finance 419,375,247
        

406,017,881
       

872,492,225
        

770,040,936
       

  34.01 Fair values of financial assets and liabilities

As at June 30, 2019, all financial assets and financial liabilities are carried at amortised cost

a) Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1).

Income Tax return has been filed to income tax authorities up to and including tax year 2018 under the provisions of 

The Income Tax Ordinance, 2001.

Numerical reconciliation between the average effective tax rate and the applicable tax rate is not given due to 

application of minimum tax @ 1.25% on local sales and final tax @ 1% on export sales for the calculation of 

provision of tax for the year and application of tax credits.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction in the 

principal (or most advantageous) market at the measurement date under current market conditions (i.e. an exit price) 

regardless of whether that price is directly observable or estimated using another valuation technique.

The Company classifies fair value measurements using a fair value hierarchy that reflects the significance of the inputs used 

in making the measurements. The fair value hierarchy has the following levels:

b) Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly (that is, 

as prices) or indirectly (that is, derived from prices) (level 2).
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c) Inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs) (level 3).

• changes in market and trading activity (eg. significant increases / decreases in activity)

• changes in inputs used in valuation techniques (eg inputs becoming / ceasing to be observable in the market)

There were no transfers between level 1, 2 or 3 of the fair value hierarchy during the year.

The carrying values of all financial assets and liabilities reflected in the financial statements approximate their fair values. 

35 FINANCIAL INSTRUMENTS

35.01
 

Financial risk factors 

(a) Market risk

(i) Currency risk 

Foreign trade debts 49,729,502
         

23,282,683
         

Outstanding letter of credit -
                      

-
                     

Net exposure 49,729,502
         

23,282,683
         

The following significant exchange rates have been applied at the reporting dates:

USD to PKR 160.05 121.56

Euro to PKR 182.32 142.45

(ii) Interest rate risk 

2019 2018

Financial liabilities

Finance lease 51,907,714

         

56,384,544

         

Short term borrowings 419,375,247

        

406,017,881

       

471,282,961

        

462,402,425

       

Financial assets -

                      

-

                     

Total yield / mark up rate risk sensitivity gap 471,282,961 462,402,425

Fair value sensitivity  analysis for fixed rate instruments:

Cash flow sensitivity  analysis for variable rate instruments:

Increase Decrease
As at June 30, 2019

Cash flow sensitivity - variable rate financial liabilities           (4,712,830)            4,712,830 

As at June 30, 2018

Cash flow sensitivity - variable rate financial liabilities           (4,624,024)            4,624,024 

A change of 1% in interest rates at the reporting date would have decreased / (increased) profit for the year by the

amount shown below. This analysis assumes that all other variables, in particular foreign currency rates, remains

constants. This analysis is performed on the same basis as for 2018.

At the reporting date, the interest rate profile of the company's significant interest bearing financial instruments was 

as follows:

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of

changes in market interest rates. As the Company has no significant interest-bearing assets, the Company’s income

and operating cash  inflows are substantially independent of changes in market interest rates.

The Company manages its currency risk by close monitoring of currency markets. However, the Company does not 

hedge its currency risk exposure.

The Company’s activities expose it to a variety of financial risks: market risk (including currency risk, interest rate 

risk and other price risk), credit risk and liquidity risk. The Company’s overall risk management program focuses on 

having cost effective funding as well as to manage financial risk to minimize earnings volatility and provide maximum 

return to shareholders. 

The company does not account for any fixed rate financial assets and liabilities at fair value through profit and loss.

Therefore, a change in interest rates at the reporting date would not affect profit and loss account.

Risk management is carried out by the Company’s finance department under policies approved by the Board of 

Directors.

 Profit and Loss 1% rate 

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of 

changes in foreign exchange rates. The Company imports some items of chemicals such as HDP and also exports 

goods that are exposed to currency risk, primarily with respect to liabilities and foreign currency debts denominated 

in US Dollars. In current year under report, the company has imported some raw material denominated in Dollars. 

The company's exposure to foreign currency risk in US Dollars is as follows:

Rupees

b) Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly (that is, 

as prices) or indirectly (that is, derived from prices) (level 2).

The Company recognises transfers between levels of the fair value hierarchy at the end of the reporting period during which 

the transfer has occurred.

The Company’s policy for determining when transfers between levels in the hierarchy have occurred includes monitoring of 

the following factors:
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(iii) Other price risk 

(b) Credit risk 

2019 2018

Local debts 374,597,683

        

204,944,685

       
Foreign debts 49,729,502

         

23,282,683

         
424,327,185

        

228,227,368

       
The majority of foreign debtors of the company are situated in Europe and Middle East.

The aging of loans and receivables at the reporting date was:

Past due upto 12 months 371,726,984 164,415,265

       More than one year 52,600,201          63,812,103 

424,327,185
        

228,227,368
       

2019 2018

Trade debts 424,327,185
        

228,227,368
       

Loans and advances 64,506,571
         

75,816,955
         

Trade deposits 110,420
              

110,420
              

Cash and bank balances 9,947,606

           

17,974,695

         

498,891,782

        

322,129,438

       

Banks Rating Agency

Long term Short term

Bank Al-Habib Limited PACRA AA+ A1+

Bank of Punjab PACRA AA A1+

Meezan Bank JCR-VIS AA+ A-1+

Habib Bank Limited JCR-VIS AAA A-1+

JS Bank Limited PACRA AA- A1+

Bank Al-Falah Limited PACRA AA+ A1+

Faysal Bank Limited PACRA AA A1+

Standard Chartered Bank (Pakistan) Limited PACRA AAA A1+

(c) Liquidity risk 

Liquidity risk represents the risk that the Company will encounter difficulties in meeting obligations associated with

financial liabilities. Prudent liquidity risk management implies maintaining sufficient cash and marketable securities,

the availability of funding through an adequate amount of committed credit facilities. Due to growing nature of the

business the Company maintains flexibility in funding by maintaining committed credit lines available.

The credit quality of receivables can be assessed with reference to their historical performance with no or some

defaults in recent history, however, no losses. The credit quality of Company’s bank balances can be assessed with

reference to external credit ratings as follows:

The Company monitors the credit quality of its financial assets with reference to historical performance of such assets

and available external credit ratings. The carrying values of financial assets which are neither past due nor impaired
are as under:

Credit risk arises from deposits with banks, trade debts, loans and advances, deposits and other receivables. The

company seeks to minimize the credit risk exposure through having exposures only to customers considered credit

worthy and obtaining securities, where applicable. Where considered necessary, advance payments are obtained from

certain parties. The maximum exposure to credit risk is equal to the carrying amount of financial assets. 

The maximum exposure to credit risk for trade debts at the balance sheet date by geographic region is as follows:

Credit risk represents the risk of financial loss being caused if counter parties fail to discharge an obligation. 

Rating

The table below analyses how management monitors net liquidity based on details of the remaining contractual

maturities of financial assets and liabilities. The amounts disclosed in the table are the contractual undiscounted cash

flows.

Rupees

Other price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of

changes in market prices (other than those arising from currency risk or interest rate risk), whether those changes are

caused by factors specific to the individual financial instrument or its issuer, or factors affecting all similar financial

instruments traded in the market. The Company is not exposed to equity securities price risk as its investment is not

in any securities. 

Rupees
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Maturity up to 

one year

Maturity after 

one year
Sub-total

Maturity up to 

one year

Maturity after 

one year
Sub-total Total

FINANCIAL ASSETS

Long-term security deposits -

                           

-

                           

-

                           

-

                           

9,262,666

                

9,262,666

                

9,262,666

                

Trade debts -

                           

-

                           

-

                           

424,327,185

           

-

                           

424,327,185

           

424,327,185

           

Loans and advances -

                           

-

                           

-

                           

40,685,160

              

-

                           

40,685,160

              

40,685,160

              

Trade deposits -

                           

-

                           

-

                           

110,420

                   

-

                           

110,420

                   

110,420

                   

Other receivables -

                           

-

                           

-

                           

49,721,041

              

-

                           

49,721,041

              

49,721,041

              

Cash and bank balances -

                           

-

                           

-

                           

9,947,606

                

-

                           

9,947,606

                

9,947,606

                

-

                           

-

                           

-

                           

524,791,412

           

9,262,666

                

534,054,078

           

534,054,078

           

FINANCIAL LIABILITIES

Liability against assets

subject to finance lease 32,101,632

              

19,806,082

              

51,907,714

              

-

                           

-

                           

-

                           

51,907,714

              

Trade and other payables -

                           

-

                           

-

                           

407,381,371

           

-

                           

407,381,371

           

407,381,371

           

Accrued mark up -

                           

-

                           

-

                           

8,956,522

                

-

                           

8,956,522

                

8,956,522

                

Short-term finance 419,375,247

           

-

                           

419,375,247

           

-

                           

-

                           

-

                           

419,375,247

           

451,476,879

           

19,806,082

              

471,282,961

           

416,337,893

           

-

                           

416,337,893

           

887,620,854

           

Net liquidity (451,476,879)

          

(19,806,082)

            

(471,282,961)

          

108,453,519

           

9,262,666

                

117,716,185

           

(353,566,776)

          

Maturity up to 

one year

Maturity after 

one year
Sub-total

Maturity up to 

one year

Maturity after 

one year
Sub-total Total

FINANCIAL ASSETS

Long-term security deposits -

                           

-

                           

-

                           

-

                           

7,073,571

                

7,073,571

                

7,073,571

                

Trade debts -

                           

-

                           

-

                           

228,227,368

           

-

                           

228,227,368

           

228,227,368

           

Loans and advances -

                           

-

                           

-

                           

75,816,955

              

-

                           

75,816,955

              

75,816,955

              

Trade deposits -

                           

-

                           

-

                           

110,420

                   

-

                           

110,420

                   

110,420

                   

Other receivables -

                           

-

                           

-

                           

40,137,986

              

-

                           

40,137,986

              

40,137,986

              

Cash and bank balances -

                           

-

                           

-

                           

17,974,695

              

-

                           

17,974,695

              

17,974,695

              

-

                           

-

                           

-

                           

362,267,424

           

7,073,571

                

369,340,995

           

369,340,995

           

FINANCIAL LIABILITIES

Liability against assets -

                           

subject to finance lease 26,607,424

              

29,777,120

              

56,384,544

              

-

                           

-

                           

-

                           

56,384,544

              

Trade and other payables -

                           

-

                           

-

                           

331,590,322

           

-

                           

331,590,322

           

331,590,322

           

Accrued mark up -

                           

-

                           

-

                           

4,142,499

                

-

                           

4,142,499

                

4,142,499

                

Short-term finance 406,017,881

           

-

                           

406,017,881

           

-

                           

-

                           

-

                           

406,017,881

           

432,625,305

           

29,777,120

              

462,402,425

           

335,732,821

           

-

                           

335,732,821

           

798,135,246

           

Net liquidity (432,625,305)

          

(29,777,120)

            

(462,402,425)

          

26,534,603

              

7,073,571

                

33,608,174

              

(428,794,251)

          

RUPEES - 2018

RUPEES - 2019

Interest/ mark up bearing Non interest bearing

Interest/ mark up bearing Non interest bearing
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35.02  Capital risk management

NOTE 2019 2018

Long term financing 51,907,714
                 

56,384,544
                 

Short term finance 419,375,247
               

406,017,881
               

Total debt 471,282,961
               

462,402,425
               

Total Equity 380,995,049
               

362,909,992
               

Total Capital 852,278,010
               

825,312,417
               

Gearing Ratio 55.30% 56.03%

36 REMUNERATION TO CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES

2019 2018 2019 2018

Remuneration 3,600,000 3,600,000 3,000,000 3,000,000

Allowances:

House Rent Allowances -

                             

-

                             

-

                             

-

                             

Utilities -

                             

-

                             

-

                             

-

                             

Total  Rupees 3,600,000 3,600,000 3,000,000 3,000,000

Number of Persons 1 1 1 1

36.01

  

36.02 No meeting fee has been paid to any director of the Company.

36.03

37 AGGREGATE TRANSACTIONS WITH RELATED PARTIES

2019 2018

9,750,000 34,530,120

5,405,000                                 -   

38 PLANT CAPACITY AND ACTUAL PRODUCTION

38.1 Processing capacity 2019 2018

Annual capacity 24,540,000 24,540,000

Actual production 15,595,774 15,351,805

38.2 Garments capacity 2019 2018

Annual capacity 1,650,000 1,650,000

Actual production 829,366 936,659

38.3

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a going concern in order to 

provide returns for shareholders and benefit for other stakeholders and to maintain an optimal capital structure to reduce the cost of 

capital. The Company is not subject to any externally imposed Capital requirements. 

The Company manages its capital structure and makes adjustment to it in the light of changes in economic conditions. To maintain 

or adjust the capital structure, the Company may adjust the dividend payment to shareholders or issue new shares. 

During the year, the Company’s strategy was to maintain leveraged gearing. The gearing ratios as at June 30, 2019 and 2018 were 

as follows:

The Company finances its operations through equity, borrowings and management of working capital with a view to maintaining an 

appropriate mix between various sources of finance to minimize risk.

The difference between annual capacity and actual production is mainly due to supply demand sitaution in domestic and

international markets. Further, exact comparison of the plant capacity and actual production of these divisions are indeternimable

due to multi product plants involving varying processes of manufacturing and run length of order lots.

RUPEES RUPEES

Pieces

Rupees

Chief Executive

The Chief Executive and Directors are also provided with free use of the Company maintained cars and residential phones.

The Company may in the normal course of business carry out transactions with related parties. Amounts due from related parties, due to

related parties, transactions with related parties and relationship with related parties are shown under respective notes, if any. Remuneration

of Chief Executive Officer, Directors and Executive is disclosed in note # 36 and loan from directors is disclosed in note # 6 of the Financial

Statements and Statement of Cash Flows.

Meters

Directors

Loans received during the year

Loans paid during the year

Rupees

Person qualified as executive of the company in accordance with the Companies Act, 2017 are five, drawing monthly gross salary 

in aggregate, amounting to Rs.84,6130
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CHIEF EXECUTIVE DIRECTOR CHIEF FINANCIAL OFFICER

FAISAL KHAN ALI MAQSOOD BUTT MRS. DURRAY ZARA BUTT

39 ACCOUNTING ESTIMATES AND JUDGMENTS 

Income taxes:

Property, plant and equipment:

Staff retirement benefit - gratuity:

Stock in trade and stores and spares:

40 ENTITY-WIDE INFORMATION

Information about geographical areas

Information about major customers

41 NUMBER OF EMPLOYEES 2019 2018

Total Employees:

Average during the year 309 290

As at June 30 317 300

42 GENERAL

Figure have been rounded off to the nearest Pakistani rupee.

Corresponding figures have been rearranged / reclassified, whereever necessary to facilitate comparison and/or compliance

43 DATE OF AUTHORIZATION FOR ISSUE

These financial statements were authorized for issue by the board of directors in their meeting held on October 04, 2019.

The company takes into account the current income tax law and decisions taken by the appellate authorities. Instances where the company's

view differs from the view taken by the income tax departments at the assessments stage and where the company considers that its view on

items of material nature is in accordance with law, the amounts are shown as contingent liabilities. 

The company reviews the value of assets for possible impairment on an annual basis. Any changes in the estimates in future years might

affect the carrying amounts of the respective items of property , plant and equipment with a corresponding affect on the depreciation charge

and impairment.

Certain actuarial assumptions have been adopted as disclosed in the financial statements for valuation of present value of defined benefit

obligation. 

The Company reviews the net realizable value of stock in trade and stores and spares to assess any diminution in the respective carrying

values. Net realizable value is determined with reference to estimated selling price less estimated cost to complete and estimated

expenditure to make sales.

No of employees

The Company constitutes of a single reportable segment, the principal classes of products are Fusible Interlining, Dying / Bleaching /

Processing, Stiching of Fabric and other related products.

The Company does not hold non-current assets in any foreign country.

The Company have transactions with two external customers each of which amounts to 10 percent or more of its revenues.
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FORM 34
THE COMPANIES ACT, 2017

(Section 227(2)(f)
PATTERN OF SHAREHOLDING

1.1 Name of the Company   ARUJ INDUSTRIES LIMITED

2.1. Pattern of holding of the shares held by the shareholders as at 30-06-2019

     ------Shareholdings------
2.2 No. of Shareholders From To Total Shares Held

616 10,457,890



46

Annual Report 2019

2.3 Categories of shareholders Share held Percentage

2.3.1  Directors, Chief Executive Officers, 9,050,584 86.5431%

         and their spouse and minor children

2.3.2  Associated Companies, 187,700 1.7948%

         undertakings and related

         parties. (Parent Company)

2.3.3  NIT and ICP 0 0.0000%

2.3.4  Banks Development 38 0.0004%
         Financial Institutions, Non

         Banking Financial Institutions.

2.3.5  Insurance Companies 0 0.0000%

2.3.6  Modarabas and Mutual 0 0.0000%

      Funds

2.3.7  Share holders holding 10% 8,172,580 78.1475%
         or more

2.3.8  General Public

a. Local 1,201,153 11.5908%

b. Foreign 0 0.0000%

2.3.9 Others (to be specified)

Joint Stock Companies 1,001 0.0096%

Pension Funds 6,197 0.0593%

Others 217 0.0021%
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ARUJ INDUSTRIES LIMITED 
Catagories of Shareholding required under Code of Corporate Governance (CCG)

As on June 30, 2019

Sr. No. Name
No. of Shares 

Held
Percentage
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Proxies, in  order to be affective, must be received at the Company’s Registered Office not less than 48 hours 
before the time of holding the meeting and must be signed and witnessed.

No person shall act as proxy unless he/she is a member of the Company.

Shareholders are requested to notify change in their address, if any.

I/We

of

of ARUJ INDUSTRIES LIMITED, holder of

ordinary shares of the Company, under Folio No. / Participant’s ID/CDC sub account No. 

hereby appoint

of

under Folio No. / Participant’s ID/CDC sub-account No. 

thin my/our absence to attend and vote for me/us and on my/our behalf at the 27  Annual General

Meeting of the Company to be held on October 28, 2019 and/or any adjournment thereof.

As witness my/our hand this

Signed in the presence of.

Witness

Name

Occupation

Address

IMPORTANT:

who is/are member(s) of ARUJ INDUSTRIES LIMITED,

son/daughter/wife

being member (s)of

failing him/her

respectively, as my/our proxy

of

day of October, 2019

Signature of

shareholder (s) on

revenue stamp

worth Rupees 5/-

The signature should agree with the

specimen registered with the Company.

1.

2.

3.

ARUJ INDUSTRIES LTD.
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th(27  ANNUAL GENERAL MEETING)
PROXY FORM




