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INDEPENDENT AUDITOR’S REVIEW REPORT

To the membe'rs of Chakwal Spinning Mills Limited
Report on Review of Interim Financial Statements

Introduction

w i i
Sp?n:?r\:; lr\:\illlli“ll_?ﬁittzz accompanying condensed interim statement of financial position of Chakwal
oraffton loss r c)theras at Deceml.)er .31, 2019 and the related condensed interim statement of
and condensed o cto;nprehenswe Income, condensed interim statement of changes in equity,
ot perio o sda ;ment of cash flows, and notes to the financial statements for the six-
onestent = en 'E| (here-in-after refe‘rred to as the “interim financial statements”).
teir e accordapnon5| .eh for the. preparatlon. and presentation of these interim financial
e : ce wit ac':c?.unt.lng and reporting standards as applicable in Pakistan for interim
ancia rep.ortmg. Our responsibility is to express a conclusion on these financial statements based
on our revx.ew.. The figures of the condensed interim statement of profit or loss and other
comprehensive income for the three months period ended December 31, 2019 and 2018 have not

’

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410
“Review of Interim Financial Information Performed by the Independent Auditor of the Entity” l;
review of interim financial statements consists of making inquiries, primarily of persons responsi.ble
for financial and accounting matters, and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with International Standards on
Auditing and consequently does not enable us to obtain assurance that we would become aware ofall
significant matters that might be identified in an audit. Accordingly, we do not express an audit
opinion.

Basis for Qualified Conclusion

a. Due to litigation short term borrowings amounting to Rs. 38.42 million could not be verified
because we had not received the reply of direct confirmation from the Habib Metropolitan bank
limited and the bank facility letter provided to us were also expired. There are no other
satisfactory audit procedures that we could adopt to verify the outstanding bank balance. In the
absence of any documentary evidence and alternative audit procedures, we are unable to obtain
sufficient appropriate audit evidence to ascertain the existence, accuracy and obligation of the
above mentioned balances.

Other Offices at:

Islamabad: House # 726, Street 34, Margalla Town, off Murree Road, Islamabad.
Phone : +92-51-2374282-3 Fax: +92-51-2374281

1001-1003 10th Floor, Chapal Plaza, Hasrat Mohani Road, Off I.I Chundrigar Road, Karachi

Karachi:
Tel: +92-21-32425911-2, Fax: +92-21-32432134
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. Aslam Malik & Co. Continuation Sheet

b. b)The §ompany had not worked out and
borrowings from Habib Metro Politian Ba
ended June 30, 2019. B3
confirmation of mark-
reasonable accuracy t

provided the amount of mark-up on the short term
nk Limited in these financial statements for the year
sed on available underlying records, expired facility letter and non-
Up. balances from banking companies, we were unable to determine with
he impact on these financial statements of any disagreement with Banks.

¢. Unclaimed dividend of Rs. 384,347 (

overdue) of previous years has not been deposited into
government treasury nor has any noti

fication been issued to shareholders.

Qualified Conclusion

Based on our review, except as stated in basis for qualified opinion section of our report, nothing has
come to our attention that causes us to believe that the accompanying interim financial statements is

not Prepared, in all material respects, in accordance with the accounting and reporting standards as
applicable in Pakistan for interim financial reporting.

Material Uncertainty relating to Going Concern

Without qualifying our opinion, we draw attention to Note 1.2 in the interim financial statement
which indicates that the company incurred net loss after tax of Rs. 117.63 million (December 31,
2018 Rs. 51.60 million) and at half year end its equity is negative by Rs. 69.85 million, its accumulated
loss amounting to Rs. 854.91 million (June 30, 2019: 739.17 million) and its current liabilities exceeds
its current assets by Rs. 891.73 (June 30, 2019: Rs. 800.15 million). These conditions along with other
matters as set forth in Note 1.1 indicate the existence of a material uncertainty that may cause
significant doubt about the Company’s ability to continue as a going concern.

The engagement partner on the review resulting in this independent auditor's report is Hafiz
Muhammad Ahmad.

N Y e A o -

49/ Aslam Malik & Co.
Chartered Accountants

Date: February 28,2020
Place: Lahore
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. // CHAKWAL SPINNING MILLS LTD. arrs

711, E-3, Main Boulevard, G
_ s E-3, » Gulberg - Ill, Lahore, Pakistan.
Tel: +92-42-35757108, 35717510 - 17 Fax: +92-42-35764036, 35764832, 35757105
Email: ksmi@pol.com.pk

DIRECTORS’ REPORT TO THE SHAREHOLDERS

The Director
Condensedin?t o.f tpe Co-mpany are pleased to present their report together with the un-zudited
€rim financial statements for the half-year ended December 31, 2018.

Durin i ; .

eross %ot:;eo?igossgnd?r_ review, the Company incurred a gross loss of Rs. 86.775 million 2s compared to

of Rs. 117.628 milli million in the corresponding period. The Company incurred a net loss for the period
. ) million as compares to net loss of Rs. 51.595 million during the last half year.

z;nscaelerrto R_ate.d Status of textile se'ctor has been rescinded from new financial year and standard rate
ax Is implemented to textile sector due to which our sales to un-registered person zffected
adverse!y resultantly downward trend can be observed in our sales. Due to low szles volume and huge
cost of inputs (mainly raw material and energy cost), gross loss has been mounted up to this en=:£
Further devaluation of Pak-Rupee also adversely impacted our cost of production during the period. )

Rec_ently the §overnment has taken steps to improve the current state of textile sector by announcing 2
p(?hcy to provide energy at subsidized, if this policy is implemented it is expected that our energy cost
will be reduced.

Auditors’ have qualified the review report on certain matters which are explained below:

a) Some portion of short term borrowing has could not be verified by the auditor. In response to
auditor’s confirmation the bank failed to accomplish its responsibility towards auditors i.e; to
confirm outstanding balances.

b) Markup on short term borrowing has not been accounted for due to fact that the compzany is in
litigation with the bank and already accounted for sufficient mark-up as demanded by the bank

in the recovery suit.

c) We assure that we shall take measures as provided in the law for treatment of unclzim=d

dividends before the end of current financial year.

Auditors’ observation regarding going concern has been disclosed in note no. 1 of the interim finandal
statements for the period ended December 31, 2019. The Board is thankful to the shareholders of the
Company for their continued support to the Company and also wishes to express its gratitude to zll the
employees of the Company for their hard work, loyalty and dedication.

For and on behalf of the Board

Lahore: (Khawaja Wawed) (Khawaja Mohammad Jahangir)
Chairman Chief Executive Officer

February 28, 2020

Scanned with CamScanner



AN

TUv

CHAKWAL SPINNING MILLS LTD, 0 0i:200

TN, E-3, Maln Boulevard, Gulberg - lll, Lahore, Pakistan.
Tel: +92-42-35757108, 35717510 - 17  Fax: +92-42-35T64036, 15764041, 15757105
Emall: kasml@Epo! com pk

g i E N
Vo inZ J Bt 8l AL St 12,2010 253 e b S E LG
gL
PR 186, TT5 LA B-L a3 T K.J.T-uu‘-lz.ﬁaaﬁ. Joda it K und s
51,595 L nl S G2 117 628055
i et pedi e 26 I e et i § Sl e Jodie
._',ID—"I; Yy . L_J'Ex.frl.‘c- SlSd e - REELIY- LJF‘:TJJI:I?”IJL L u‘:,C ..-.-5:)-:5-
DT AE TN (R REAT SNy Y
sty e SV L L L Srpduisuiinind L et S JeB i enP 2o
-L,f.f_.l:u:r"..-.-.f-br_{:é;l}'ﬁ., r=

-
L
I

AL b Lo A P J I A
WP AT LT A A N Jet S NN |
~= b Kol S
Sl & F e ke kG AL BSF BSOS o s (L
-yt I:r_h 7 oL :JUJ o )df..{-* iy ity
A uE'EL;{ s U[f.:.- Wl gfatd bl .,'_'": l:-‘aﬁd:*:fﬁ. S Uju{";’rﬂ (&
P Ul F e VAL Ao il Jodbunaton 5T 2 sk
i Laafeedzn i
Aty Y sl
AL LR 28-02-2020

= T N—"

Scanned with CamScanner



page 10f 9

CHAKWAL SPINNING MILLS LIMITED
CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION (UN-AUDITED)

AS AT DECEMBER 31, 2019

December 31, June 30,
2019 2019
Note (Un-audited) (Audited)
Rupees Rupees
CAPITAL AND LIABILITIES
Share Capital and Reserves
Authorized share capital
140,000,000 (2019: 140,000,000) ordinary shares of Rs. 5 each 700,000,000 700,000,000
Issued, subscribed and paid up share capital 607,881,000 607,881,000
Loan from directors 5 42,375,000 42,375,000
Accumulated loss (854,914,744) (739,172,120)
Surplus on revaluation of property, plant and equipment 134,810,743 136,695,748
(69,848,001) 47,779,628

Non Current Liabilities
Liabilities against asset subject to finance lease - -
Deferred liabilities 38,151,234 37,076,024
Current Liabilities
Trade and other payables 634,376,888 388,364,531
Unclaimed dividend 384,347 384,347
Accrued mark- up 69,828,204 67,778,697
Short term borrowings 427,464,072 429,898,326
Current portion of non current liabilities 2,366,318 2,366,318
Provision for taxation 23,652,931 21,442,910

1,158,072,760 910,235,129
Contingencies and Commitments 5 . o

1,126,375,993 995,090,781

The annexed notes form an integral part of these condensed interim financial information (Unaudited).

W e

CHIEF EXECUTIVE OFFICER DIRECTOR\'
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CHAKWAL SPINNING MILLS LIMITED

Page 2 of 9

CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION (UN-AUDITED)

AS AT DECEMBER 31, 2019

December 31, June 30,
2019 2019
Note (Un-audited) (Audited)
Rupees Rupees
ASSETS
Non Current Assets
Property, plant and equipment 6 826,761,613 851,736,064
Long term loans 5,428,797 5,428,797
Long term deposits 27,839,744 27,839,744
860,030,154 885,004,605
Current Assets
Stores and spares 8,746,067 8,782,208
Stock in trade 127,907,909 7,008,281
Trade debts 37,158,482 43,725,804
Loans and advances 3,894,242 3,597,478
Tax refunds due from the government 77,281,102 36,345,436
Trade deposits, prepayments and other receivables 10,249,939 10,249,939
Cash and bank balances 1,108,098 377,030
266,345,839 110,086,176
1,126,375,993 995,090,781

The annexed notes form an integral part of these condensed interim financial information (Unaudited).

CHIEF EXECUTIVE OFFICER DIRECTOR

CHIEF

ANCIAL OFFICER

Scanned with CamScanner




CHAKWAL SPINNING MILLS LIMITED

page 30f 9

CONDENSED INTERIM STATEMENT OF PROFIT AND LOSS (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2019

Half Year Ended Quarter Ended
December 31, | December 31, December 31, | December 31,
2019 2018 2019 2018
Rupees Rupees Rupees Rupees
Sales - net 149,535,879 505,781,793 76,901,086 270,457,292
Cost of sales (236,311,309)  (518,364,993) _ (149,971,004)  (276,846,633)
Gross Loss (86,775,430) (12,583,200) (73,069,918) (6,389,341)
Distribution cost (1,954,118) (3,267,414) (850,634) (1,628,927)
Administrative expenses (24,572,051) (14,828,301) (8,694,922) (6,133,508)
(26,526,169) (18,095,715) (9,545,556) (7,762,435)
Operating Loss (113,301,599) (30,678,915) (82,615,474) (14,151,776)
Finance cost (2,116,009) (15,797,752) (1,045,920) (8,250,964)
Other operating income - 1,203,336 - 1,203,336
Loss before Taxation (115,417,608) (45,273,331) (83,661,394) (21,199,404)
Taxation (2,210,021) (6,322,272) (1,120,499) (3,380,716)
Loss for the period (117,627,629) (51,595,603) (84,781,893) (24,580,120)
Loss per Share - Basic & Diluted (0.97) (0.42) (0.70) (0.20)

CHIEF EXECUTIVE OFFICER

DIRECTOR
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CHAKWAL SPINNING MILLS LIMITED

CONDENSED INTERIM STATEMENT OF OTHER COMPREHENSIVE INCOME
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2019

(UN-AUDITED)

Quarter Ended

Half Year Ended
December 31,

December 31, || December 31,

December 31
2019 ' 2018 2019 2018
Rupees Rupees

(117,627,629) (51,595,603) (84,781,893) (24,580,120)

Loss for the period

Other comprehensive income for the period

(117,627,629) (51,595,603) (84,781,893) (24,580,120)

Total comprehensive loss for the period

\
CHIEF EXECUTIVE OFFICER DIRECTOR CH%FFICER
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CHAKWAL SPINNING MILLS LIMITED

Ppage 5 of

CONDENSED INTERIM STATEMENT OF CASH FLOW (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2019

Half Year Ended

December 31,

December 30,

2019 2018
Rupees Rupees
CASH FLOWS FROM OPERATING ACTIVITIES
Loss before taxation (115,417,608) (45,273,331)
Adjustments for:
Depreciation 24,974,451 26,986,011
Provision for gratuity 1,075,210 -
Finance cost 2,116,009 15,797,752
28,165,670 42,783,763
Operating loss befare working capital changes (87,251,938) (2,489,568)
(Increase) / decrease in current assets
Stores and spares 36,141 (1,330,362)
Stock in trade (120,899,628) 6,467,033
Trade debts 6,567,322 (124,766)
Loans and advances (296,764) (25,468,409)
Sales tax refundable (40,917,301) 3,610,773
Trade deposits, prepayments and other receivables - (7,000)
Increase / (decrease) in current liabilities
- Trade and other payables 246,012,357 (2,691,021)
90,502,127 (19,543,752)
Cash generated from / (used in) operations 3,250,189 (22,033,320)
Finance cost paid (66,502) (179,354)
Income tax paid (18,365) (1,341,076)
Net cash generated from / (used in) operating activities 3,165,322 (23,553,750)
CASH FLOWS FROM INVESTING ACTIVITIES
Long term loans (758,606)
Long term deposits (19,528,553)
Net cash used in investing activities - (20,287,159)
CASH FLOWS FROM FINANCING ACTIVITIES
Short term borrowings - net [ (2,434,25m [ 43,307,202 |
Net Cash (used in) / generated from financing activities (2,434,254) 43,307,202
Net increase / (decrease) in cash and cash equivalents 731,068 (533,707)
Cash and cash equivalents at the beginning of the period 377,030 1,003,878
1,108,098 470,171
CHIEF EXECUTIVE Dm CHIEF R

Scanned with CamScanner



page 6 of 9

CHAKWAL SPINNING MILLS LIMITED

CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY
FOR THE HALF YEAR ENDED DECEMBER 31, 2019

Surplus on
. Accumulated Loan from | revaluation of Total
Particulars Share Capital Profit / (Loss) Directors property, plant
& equipment
Rupees Rupees Rupees Rupees Rupees

Balance as at July 01, 2018 200,000,000 (689,648,887) 450,256,000 140,797,695 101,404,808
Issuance of shares (407,881,000) 407,881,000 - -
Loss for the period - (51,595,603) - (51,595,603)
Transfer from surplus on revaluation of property,

plant and equipment in respect of incremental

depreciation charged in current period - net of

deferred tax - 1,213,252 - (1,213,252) -
Balance as at December 31, 2018 (207,881,000) (740,031,238) 858,137,000 139,584,443 49,809,205
Balance as at July 01, 2019 607,881,000 (739,172,120) 42,375,000 136,695,748 47,779,628
Loss for the period - (117,627,629) - - (117,627,629)
Transfer from surplus on revaluation of property,

plant and equipment in respect of incremental

depreciation charged in current period - net of

deferred tax 1,885,005 - (1,885,005) -
Balance as at December 31, 2019 607,881,000 (854,914,744) 42,375,000 134,810,743 (69,848,001)

CHIEF EXECUTIVE

\}
DIRECTOR

4

cHIg A OFFICER
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CHAKWAL SPINNING MILLS LIMITED

SELECTED NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION

Note 1

FOR THE HALF YEAR ENDED DECEMBER 31, 2019

The Company and its Operations

1.1

1.2

Note 2

The Company was incorporated in Pakistan on January 31, 1988 as a Public Limited Company. Its shares are quoted
on Pakistan Stock Exchanges Limited. The registered office of the Company is situated at 7/1, E-lll, Main Boulevard
Gulberg Ill, Lahore, While the production plants of the Company are located at 43-Km, Multan Road, Bhai
Phero.The Company is engaged in the business of textile spinning.

During the half year ended December 31, 2019, Company has incurred loss after tax of Rs. 117.628 million
(December 31, 2018: Rs. 51.596 million) and at half year end and as of the year end, its accumulated losses stood
at Rs. 854.915 million (June 30, 2019: 739.172 million), its current liabilities exceed its current assets by Rs.
891.727 million (at June 30, 2019: Rs. 800.149 million). The Company in order to carry on its business and to meet
its current obligation requires generating sufficient cash flows. Accardingly there is a material uncertainly relating
to the Company's operation that may cast sufficient doubt on the discharge of its liabilities in the normal course of
business. Continuation of the Company as a going concern is dependent on improved cash flows. For this purpose
the management of the Company has drawn up plans which include:-

The Government has planned to provide energy at subsidized rates to textile industry; if the government takes
immediate steps in this regard, it is expected the our energy cost will reduced with respect to prior periods.

The management is putting its efforts on product diversification which will enhance its sales revenue. The
management is also focusing to enhance productive efficiency along with quality of its products, which will lead to
sustainable operating profitability for the Company.

The directors of the Company are committed to provide their support to stabilize the financial conditions of the
Company and to cope-with liquidity crisis which is currently faced by the management.

Recently the export market is showing positive signs which is evident from upward trend of textile exports mainly
in the European Region. The management is making arrangements with prospective clients for export of its
products and negotiating the best possible margins, the management is confident that it's efforts will be paid off.

Basis of Preparation

2.1

Statement of compliance

These condensed interim financial statements has 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:

Rt & e

w

Scanned with Cam

Tap—

Scanner



page 8 0f 9

CHAKWAL SPINNING MILLS LIMITED
Notes to and Forming Part of the Financlal Statements

Note 2 - Basis of Preparation - Continued...

counting Standards Board (IASB) as

d under the Companies Act, 2017.
the provisions of

- International Financlal Reporting Standard (IFRS) issued by the International Ac
notified under the Companies Act, 2017; and provisions of and directives issue
Where provisions of and directives issued under the Companies Act, 2017 differ from the IFRS,
and directives issued under the Companies Act, 2017 have been followed.

jon and disclosures required in the

- The condensed interim financfal information does not include all the informat
ial statements of the Company for

annual financial statements and should be read in conjunction with the financ
the year ended 30 June, 2019.

- This condensed interim financial information is presented in Pak rupees, which is the Company's functional .and
presentational currency. The financial statements have been prepared under the historical cost convention.
Figures have been rounded off to the nearest thousand rupee, unless stated otherwise.

Note 3
Significant Accounting Policies

The accounting policies adopted in the preparation of these condensed interim financial statements are the same as those
applied in the preparation of the annual financial statements of the Company for the year ended June 30, 2019, except as
disclosed below:

Changes in Accounting Policies- IFRS 16

Effective July 1, 2019, the Company has adopted IFRS 16, "Leases" which replaces existing guidance on accounting for
leases, including 1AS 17 'Leases’, IFRIC 4 ‘Determining whether an arrangement contains a Lease', SIC-15 Operating Leases-
Incentive and SIC-27 'Evaluating the substance of transactions involving the legal form of a Lease’. IFRS 16 introduces a
single, on balance sheet lease accounting model for lessee. A lessee recognizes a right-of-use asset representing its right-of-
use of the underlying asset and a lease liability representing its obligations to make lease payments. Lessor accounting
remains similar to the current standard i.e. lessors continue to classify leases as finance or operating leases.

The Company did not have any property leases arrangement therefore, adoption of IFRS 16 as at July 01, 2019 did not have
any effect on the condensed interim financial information of the Company except the reclassification of leased asset as

Right-of-use assets (refer note 6).

Note 4
Accounting Estimates and Judgments

The accounting estimates and associated assumptions used in preparation of this condensed interim financial information
are consistent with those applied in the preparation of annual financial statement of the Company Limited for the year
ended June 30, 2019.

Note 5
Contingencies and Commitments

There is no other significant change in the contingencies and commitments as reported in the last published audited
financial statements for the year ended June 30, 2019.
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CHAKWAL SPINNING MILLS LIMITED
Notes to and Forming Part of the Financial Statements

Holf Year Ended Yoar Ended
Note 6 pec 31, 2019 June 30, 2019
Property, Plant and Equipment e {Un-audited) (Audited)
Rupees Rupees
Operating Asscts 6.1 808,542,525 851,736,064
Right of use-of-assets 6.2 18,219,088
’ 826,761,613 851,736,064
6.1 Operating Assets
Opening written down value 851,736,064 905'708'092
Depreciation charge for the period / year (24,974,451) (53,972,026)
Right Of Use Assets (18,219,088) '
Closing written down value 808,542,525 851,736,064
6.2 Right of Use Assets
Opening Balance i :
Transfer from operating assets 18,686,244
(467,156) -

Depreciation charged during the period
18,219,088

Note 7
Transactions with Related Parties

The related parties and associated undertakings comprise related group companies, associated companles, directors and
key management personnel. Transactions with related parties and associated undertakings, other than remuneration and

benefits to key management personnel under the term of their employment are as follows:

Half Year Ended
Dec 31, 2019 H Dec 31, 2018

(Un-audited) (Un-audited)
Rs. In ‘000’ Rs. In ‘000

Significant transaction with related parties are as follows:

- Loan received from directors - net 499 13,593

Note 8
Financial Risk Management

The Company’s financial risk management objectives and policies are consistent with those disclosed in the audited annual
‘published financial statements of the Company for the year ended June 30, 2019.

Note 9
General

9.1 This interim financial information is authorized for issue on February 28, 2020 by the Board of Directors of the
Company.

9.2 Corresponding figures have been re-arranged wherever necessary to facilitate
comparison.
rearrangement has been made during the period. P bl

CHIEF EXECUTIVE OFFICER ECTOR ‘ CHIEF FIN OFFICER
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