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BABRI COTTON MILLS LIMITED
DIRECTORS’ REPORT TO THE SHAREHOLDERS

FOR THE QUARTER ENDED SEPTEMBER 30, 2019
The Board of Directors of the Company is pleased to present the unaudited condensed interim financial information of the
Company for the first quarter ended September 30, 2019. Figures for the previous quarter ended September 30, 2018 are
included for comparison.

Financial Results
Current period results compared with previous period are given as under:

Period ended Sept. 30,

2019 2018
(Rupees in thousands)

Sales 320,765 439,293
Gross (Loss) / Profit (24,136) 33,091
Operating (Loss) / Profit (44,511) 13,375
Finance Cost (42,028) (18,462)
Loss before Taxation (86,539) (5,087)
Loss after Taxation (61,443) (3,853)
Loss per Share Rupees

Basic and diluted Loss per share- Rs. (16.82) (1.06)

Financial perspective

Turnover of the Company has reduced by 27% during the period under review as compared with corresponding period.
Company has also declared a gross loss as compared to gross profit in the corresponding period. Therefore, this quarter has
proved difficult for the Company.

Major reasons for incurring a loss during the current period are the changes that have been brought into the legislation through
Finance Act, 2019. Post budget period has been difficult for the entire Textile Sector due to imposition of sales tax on the entire
supply chain along with other measures taken by the Government which has put a halt on the economic cycle of the Textile
Industry. Government has imposed 20% Sales Tax (including 3% on sales to unregistered parties) on the output of Textile
Sector and has also made mandatory for the buyers to provide CNIC details. Over 90% of the Company customers are
unregistered persons mainly from the Faisalabad market segment and introduction of the above-mentioned measures
resulted in turbulence among the buyers causing a complete lockdown of yarn markets for major part of the period under
review. It is also pertinent to mention the continued devaluation of PKR against U.S dollar and constant increase in mark-up
rates which has resulted in increased cost of production and finance cost. However, the Company has managed to obtain
sales tax refunds amounting to Rs.44.953 million which has helped your Company to maintain its liquidity in times of need.

GENERAL MARKET CONDITIONS

The Textile Industry in Pakistan is being charged higher energy prices as compared to the regional competitors. The local
cotton season has started, however the Govt. is unlikely to achieve the target of 15 million bales due to unseasonal and
excessive rains in the cotton growing areas. The target is expected to be short by 5 million bales. The quality of cotton is also
inferior to the regular produce due to rains; however the prices are on the increasing trend and are soaring around Rs.9000/
maund. The local yarn market is very slow and lockdowns have become a daily routine, due to which stocks are piling up. This
uncertainty of the market conditions due to ever changing Govt. policies have made it very difficult for the textile industry to
take along term view over their operations.

FUTURE OUTLOOK

Going forward, gradual recovery in the economic activity is expected on the basis of improved market sentiment in the context
of IMF program, but only for export oriented Industries, because the future is not bright for Industries supplying in the local
markets only. There is a need for resolution of key structural issues to tread on the path of long term sustainable economic
growth. The measures that the Govt. has undertaken to bring the undocumented economy in the light may be just but these
are hurting the economy overall.

ACKNOWLEDGMENT
The Board places on record its appreciation for the support of its bankers who have consistently facilitated the Company in

difficult times. We would also like to highlight the hard work and diligence of the Company's Senior Management, support staff
and the production workers. We look forward to same dedication and cooperation from them in the future as well.

behalf of the Board of Directors

Sikandar Kuli Khan Khattak Raza Kuli Khan Khattak
Director Chief Executive Officer

Dated: October 28, 2019
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BABRI COTTON MILLS LIMITED

Condensed Interim Statement of Financial Position as at September 30, 2019

Assets Note

Non-current Assets
Property, plant and equipment
Investments in an Associated Company
Long term loans
Security deposits
Deferred taxation

Current Assets
Stores, spares and loose tools
Stock-in-trade
Trade debts
Loans and advances
Prepayments
Other receivables
Sales tax refundable
Income tax refundable, advance tax and tax deducted at source
Cash and bank balances

Total Assets
Equity and Liabilities
Equity
Authorised capital
Issued, subscribed and paid-up capital
Capital reserves
- share premium
- revaluation surplus on property, plant and equipment
Revenue reserves
- general reserve
- gain on remeasurement of forward foreign exchange contracts
- unappropriated profit
Shareholders' Equity
Liabilities
Non-current Liabilities
Long term finances
Staff retirement benefits - gratuity
Long term deposit
Deferred taxation

Current Liabilities
Trade and other payables
Unclaimed dividends
Accrued interest / mark-up
Short term finances
Current portion of non-current liabilities
Taxation

Total Liabilities
Contingencies and Commitments
Total Equity and Liabilities

6

Sept. 30, June 30,
2019 2019

Un-audited Audited

Rupees in thousand
1,705,027 1,714,667
228,654 228,654
512 41
1,033 1,033
21,520 0
1,956,746 1,944,395
26,379 31,466
734,090 885,385
675 308
10,747 11,515
6,197 1,577
2,895 2,895
35,018 79,971
48,446 47,183
5,737 2,952
870,184 1,063,252
2,826,930 3,007,647
250,000 250,000
36,522 36,522
15,096 15,096
895,373 898,868
88,000 88,000
2,112 2,139
222,938 280,886
1,260,041 1,321,511
171,239 186,718
73,911 81,520
1,084 868
0 9,204
246,234 278,310
299,657 373,287
2,431 2,431
39,853 33,407
900,833 929,483
54,838 51,803
23,043 17,415
1,320,655 1,407,826
1,566,889 1,686,136
2,826,930 3,007,647

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

SK K Ik

Raza Kuli Khan Khattak Noor-un-Nabi (ACA, APA)
Chief Executive Chief Financial Officer

Sikandar Kuli Khan Khattak
Director

BABRI COTTON MILLS LIMITED

Condensed Interim Statement of Profit or Loss & Other Comprehensive Income

(Un-audited)

For the Quarter Ended September 30, 2019

Sales - net
Cost of Sales

Gross (Loss) / Profit

Distribution Cost
Administrative Expenses
Other Expenses

Other Income

(Loss) / Profit from Operations
Finance Cost
Loss before Taxation

Taxation
- current

- deferred

Loss after Taxation
Other Comprehensive Income

Total Comprehensive Loss
for the Period

Loss per Share

For the quarter ended
Sept. 30 Sept. 30
Note 2019 2018
------- Rupees in thousand -------

320,765 439,293

344,901 406,202

(24,136) 33,091
2,961 3,635

18,453 16,188

0 0
(1,039) (107)

20,375 19,716

(44,511) 13,375

42,028 18,462
(86,539) (5,087)

8 5,628 5,491
(30,724) (6,725)
(25,096) (1,234)
(61,443) (3,853)

0 0
(61,443) (3,853)
----------------- Rupees -----------------
(16.82) (1.06)

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

o kg _
Raza Kuli Khan Khattak
Chief Executive

Noor-un-Nabi (ACA, APA)
Chief Financial Officer

.
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Sikandar Kuli Khan Khattak
Director



BABRI COTTON MILLS LIMITED

Condensed Interim Statement of Cash Flows (Un-audited)

For the Quarter Ended September 30, 2019

Cash flow from operating activities
Loss for the period - before taxation
Adjustments for non-cash charges and other items:
Depreciation
Income on bank deposits
Amortisation of gain on forward foreign exchange contracts
Staff retirement benefits - gratuity (net)
Finance cost
(Loss) / Profit before working capital changes
Effect on cash flow due to working capital changes
(Increase) / decrease in current assets:
Stores, spares and loose tools
Stock-in-trade
Trade debts
Loans and advances
Prepayments
Other receivables
Sales tax refundable
(Decrease) / increase in trade and other payables

Cash generated / (used in) operations

Taxes paid
Long term loans - net
Net cash generated / (used in) operating activities
Cash flow from investing activities
Fixed capital expenditure
Sale proceeds of operating fixed assets
Long term deposit
Net cash used in investing activities
Cash flow from financing activities
Long term finances (repaid) / obtained
Short term finances - net
Finance cost paid
Net cash (used in) / generated from financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents - at beginning of the period

Cash and cash equivalents - at end of the period

Quarter Ended
Sept. 30, Sept. 30,
2019 2018

(Rupees in thousand)

(86,539) (5,087)
17,168 16,120
0 (79)
(@7 (28)
(7,609) (1,515)
42,028 18,462
(34,979) 27,873
5,087 (18,372)
151,295 | | (163,349)
(367) 218
768 1,131
(4,620) (5,837)
0 1,207
44,953 (9,968)
(73,630) (3,305)
123,486  (198,275)
88,507  (170,402)
(1,263) (7,302)
(a71) @)
86,773 (177,711
(7,528) (71,287
0 0
216 0
(7,312) (71,287)
(12,444) 53,011
(28,650) [ 229,978
(35,582) (15,070)
(76,676) 267,919
2,785 18,927
2,952 8,143
5,737 27,070

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

SK ¥ ne

Raza Kuli Khan Khattak Noor-un-Nabi (ACA, APA)
Chief Executive Chief Financial Officer
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Sikandar Kuli Khan Khattak

Director

BABRI COTTON MILLS LIMITED
Condensed Interim Statement of Changes in Equity (Un-audited)

For the Quarter Ended September 30, 2019

Capital Reserves Revenue Reserves
Revaluation .
Share Share | surplus on Gain on Unappr-
. . General | hedging R Total
capital | premium | property,pl- . opriated
reserve |instrume- )
reserve ant and profit

nts

equipment

Rupees in thousand

Balance as at June 30, 2018 - restated 36,522 15,096 915,635 88,000 2,245 302,936 1,360,434

Total comprehensive loss for the
quarter ended September 30, 2018 0 0 0 0 0 (3,853) (3,853)

Amortisation of gain on forward
foreign exchange contracts 0 0 0 0 (29) 0 (29)

Transfer from surplus on revaluation
of property, plant and equipment on
account of incremental depreciation for

the period - net of deferred taxation 0 0 (3,834) 0 0 3,834 0
Balance as at September 30, 2018

- restated 36,522 15,096 911,801 88,000 2,216 302,917 1,356,552
Total comprehensive loss for the nine

months period ended June 30, 2019 0 0 0 0 0 (34,962) (34,962)

Amortisation of gain on forward
foreign exchange contracts 0 0 0 0 (77) 0 (77)

Transfer from surplus on revaluation of
property, plant and equipment on account
of incremental depreciation for the nine
months period ended June 30, 2019
- net of deferred taxation 0 0 (10,888) 0 0 10,888 0

Share of revaluation surplus on
property, plant and equipment of

an Associated Company 0 0 (2,045) 0 0 0 (2,045)
Effect of items directly credited in

equity by an Associated Company 0 0 0 0 0 2,043 2,043
Balance as at June 30, 2019 36,522 15,096 898,868 88,000 2,139 280,886 1,321,511
Total comprehensive loss for the quarter

ended September 30, 2019 0 0 0 0 0 (61,443) (61,443)

Transfer from surplus on revaluation of
property, plant and equipment on account
of incremental depreciation for the
quarter ended September 30, 2019 - net

of deferred taxation 0 0 (3,495) [1} 0 3,495 0
Amortisation of gain on forward
foreign exchange contracts 0 0 0 0 (27) 0 (27)

Balance as at September 30, 2019 36,522 15,096 895,373 88,000 2,112 222,938 1,260,041

e W/ ' S K KO0k
Raza Kuli Khan Khattak Noor-un-Nabi (ACA, APA) Sikandar Kuli Khan Khattak
Chief Executive Chief Financial Officer Director
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BABRI COTTON MILLS LIMITED

Notes to the Condensed Interim Financial Information (Un-audited)
For the Quarter Ended September 30, 2019

Legal Status and Operations

Babri Cotton Mills Limited (the Company) was incorporated in Pakistan on October 26, 1970
as a Public Company under the Companies Act, 1913 (now the Companies Act, 2017) and its
shares are quoted on Pakistan Stock Exchange Ltd. The Company is principally engaged in
manufacture and sale of yarn. The Company's registered office and Mills are located at
Habibabad, Kohat.

Basis of Preparation

These condensed interim financial statements have been prepared in accordance with the
accounting and reporting standards as applicable in Pakistan for interim financial reporting.
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 Companies Act,
2017; and

- Provisions of and directives issued under the Companies Act, 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 Companies Act,
2017 have been followed.

Accounting Policies

The accounting policies and methods of computation adopted for the preparation of these
condensed interim financial statements are the same as those applied in the preparation of
preceding annual financial statements of the Company for the year ended June 30, 2019,
except for certain amendments which did not have any effect on these condensed interim
financial statements.

The Company follows the practice of conducting actuarial valuations annually at the year end.
Hence, the impact of remeasurement of post-employment benefit plans has not been
incorporated in the condensed interim financial information.

These condensed interim financial statements are being submitted to the shareholders as
required by section 237 of the Companies Act, 2017. The figures of the condensed interim
statement of profit or loss & other comprehensive income for the quarters ended September
30, 2019 and 2018 have not been reviewed by the statutory auditors of the Company. These
condensed interim financial statements do not include all the information and disclosures as
required in the annual financial statements and should be read in conjunction with the
Company's financial statements for the year ended June 30, 2019.

Accounting Estimates, Judgments and Financial Risk Management

The preparation of condensed interim financial statements in conformity with approved
accounting standards requires management to make estimates, assumptions and use
judgments that affect the application of policies and reported amounts of assets and liabilities
and 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. Revisions to accounting estimates are recognised prospectively
commencing from the period of revision.

Judgments and estimates made by the management in the preparation of these condensed
interim financial statements are the same as those that were applied to the financial
statements as at and for the year ended June 30, 2019.

(8)

6.1

9.2

The Company’s financial risk management objectives and policies are consistent with those
disclosed in the financial statements as at and for the year ended June 30, 2019.

Un-audited Audited
Sept. 30, June 30,

Property, Plant and Equipment

2019 2019
Note (Rupees in thousand)
Operating fixed assets 6.1 1,674,705 1,684,041
Capital work-in-progress 30,322 30,626

1,705,027 1,714,667

Operating Fixed Assets

Opening book value 1,684,041 1,535,925
Additions during the period / year:

Owned:
- plant & machinery 1,101 207,003
- generators 6,731 7,465
- tools and equipments 0 27
- furniture and fixtures 0 28
- office equipment 0 71
- computers and accessories 0 428
7,832 215,022
Depreciation charge for the period / year (17,168) (66,906)
Closing book value 1,674,705 1,684,041

Revaluation surplus on property,
plant and equipment - net

Revaluation surplus on the Company's
property, plant and equipment 731,858 735,353

Share of revaluation surplus on property,
plant and equipment of JDM 163,515 163,515

895,373 898,868

Taxation

The provision for the current period represents tax due under section 113 of the Income Tax
Ordinance, 2001.

There has been no significant change in the status of tax litigations as reported in the
preceding published annual financial statements of the Company for the year ended June 30,
2019.

Contingencies and Commitments

There has been no significant change in the status of contingencies as reported in the
preceding published annual financial statements of the Company for the year ended June 30,
2019.

No Commitments were outstanding, against irrevocable letters of credit, as at September 30,
2019 (June 30, 2019: Rs. 3.790 million).

9)



BABRI COTTON MILLS LIMITED

10. Transactions with Related Parties
10.1 Significant transactions made during the period with related parties were as follows:
Cumulative
Name Nature of transaction Jul. - Sept., Jul. - Sept,,
2019 2018
Associated Company - JDM (Rupees in thousand)
Sale of raw material 32,777 0
Residential rent paid 0 463
Utilities / expenses paid 0 15
Salaries paid 0 389
Other related parties
Key Management Personnel Salaries and benefits 9,263 5,137
10.2 Trade and other payables include advance from Rahman Cotton Mills Limited - an Associated
Company aggregating Rs. 36.055 million, against sale of raw material.
11. Corresponding Figures
11.1 In order to comply with the requirements of IAS 34 "Interim financial reporting”, the
condensed interim statement of financial position has been compared with the balances of
annual audited financial statements of the preceding financial year, whereas, the condensed
interim statement of profit or loss & other comprehensive income, condensed interim
statement of changes in equity and condensed interim statement of cash flows have been
compared with the balances of comparable period of immediately preceding financial year.
11.2 Corresponding figures have been re-arranged and re-classified, wherever necessary, for the
purposes of comparison; however, no significant re-classifications / re-statements have been
made to these condensed interim financial statements.
12. Date of Authorisation for Issue
This condensed interim financial information was approved and authorised for issue by the
Board of Directors of the Company on 28 October, 2019.
e i By Ao
Raza Kuli Khan Khattak Noor-un-Nabi (ACA, APA) Sikandar Kuli Khan Khattak
Chief Executive Chief Financial Officer Director
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