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VISION STATEMENT 

 
To remain a contributor in the local market and to serve the needs of our valued customers by 
catering to the requirements of general public at large, with dedication. 

 
MISSION STATEMENT 

 
The Company is situated in a remote area of Khyber Pakhtunkhwa; despite all odds it still has 
the following two missions: 
 
Number one: to contribute to the economy through our business activities, thereby making 

a humble contribution to the local and national sector. 
 
 
Number two: to provide employment to the residents of the surrounding areas, while 

improving their efficiency through training and development. 
 
 

STATEMENT OF ETHICS AND BUSINESS PRACTICES 
 
The Organization of Khyber Textile Mills will be guided by the following principles in 
achieving its organizational objectives. 
 
 Ensure that the affairs of the Company are being carried out prudently within the 

framework of existing laws, regulations, and business ethics. 
 A drive to ensure that KTML succeeds as a business. 
 Accuracy of the books, record of the Company and its safe custody. 
 Respect of employees, suppliers, agents, customers and shareholders. 
 Timely payment of amounts due to customers, employees, agents and suppliers. 
 To strive for a healthy & safe environment. 
 To safeguard against improper payments or inappropriate use of the Company’s Assets. 
 
The dealing of Khyber Textile Mills with all elements especially with the Government and 
Financial Institutions are based on business ethics. In maintaining accounting and financing 
policies and procedures KTML is guided by the Companies Act 2017, Code of Corporate 
Governance and Corporate Regulations.  
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KEY OPERATING AND FINANCIAL DATA 
 

                            (Rupees in ‘000) 
 
OPERATING: 

2020 2019 2018 2017 2016 
 

2015 
 

Net Sales 8,062 3,516 1,750 0 0 0 

Gross (Loss) Profit 1,417 1,096 (1,034) 0 0 0 

Operating 

Profit/(Loss) 
9,800 (5,096) (7,848) (9,315) (1,169) (1,250) 

Pre Tax Profit/(Loss) 3,999 (5,416) 8,942 (9,265) (1,169) (1,250) 

After Tax Profit/(Loss) 2,125 (3,546) 10,707  (6,138)   3,496  3,900 

 

Tangible Fixed Assets 986,074  999,277 428,152 438,544 448,558 460,716 

Long Term Deposit          89          89          89         89         89         89 

 986,163 999,366 428,063  438,633 448,647 460,805 

 

Current Assets 8,989 8,256 5,688 3,345 3,372 3,322 

Current Liabilities (47,424) (26,235) (26,089) (41,468) (40,655) (40,623) 

Working Capital 38,435 (17,979) (20,401) (38,123) (37,283) (37,301) 

Share Capital 12,275 12,275 12,275 12,275 12,275 12,275 

Accumulated Losses 1,150 (10,917) (15,472) (34,957) (38,519) (42,103) 
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NOTICE OF ANNUAL GENERAL MEETING 
 
Notice is hereby given that the 59thAnnual General Meeting of the Shareholders of KHYBER 
TEXTILE MILLS LIMITED will be held on Monday, the 26th October, 2020 at the Registered 
Office of the Company, Baldher, District Haripur, Khyber Pakhtunkhwa at 10:00 am, to 
transact the following business. 
 

1. To confirm the minutes of the 58th Annual General Meeting of the Shareholders held 
on 25thOctober, 2019. 
 

2. To receive, examine and adopt the Annual Audited Accounts of the Company for the 
year ended 30th June, 2020 together with the Directors and Auditors Reports thereon. 

 
3. To appoint auditors of the Company for the year 2020-2021 and to fix their 

remuneration. The present Auditors M/s Tanwir Arif and Co. are retiring as the 
Auditors of the Company. Hence, the Board of Directors has recommended M/s 
Clarkson Hyde Saud Ansari, Chartered Accountants, who have consented to act as 
Auditors of the Company for the year 2020-2021. 
 

4. To transact any other business of the Company with the permission of the Chair.  
 
Baldher : 1st October, 2020 
BY ORDER OF THE BOARD 
 
 
For Khyber Textile Mills Limited 
 
 
 
 
Sadaqat Khan 
Company Secretary 
 
 
NOTES: 
 
1.  The Share transfer books of the Company will remain closed from 18th October 2020 to 

26thOctober, 2020 (both days inclusive). 
2.  A member entitled to attend and vote at the Meeting may appoint another member as his 

/ her proxy to attend and vote. In order to be effective, proxies must be delivered at the 
Company’s registered Office Baldher, District Haripur at least 48 hours before the time 
of Meeting and must be stamped, signed, witnessed and appended with a copy of CNIC 
or Passport of the beneficial owner and the proxy owner. 

3.  In light of the COVID 19 virus, all shareholders attending the meeting must adhere to 
Standard Operating Procedures, which include the wearing of masks, social distancing, 
use of hand sanitizer etc... 

4. Shareholders are required to promptly notify the Company’s Share Registrar of any 
change in their address. 
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CHAIRMAN’S REVIEW 
 

(In the Name of Allah the Magnificent the Merciful) 
 
I welcome you with great pleasure to the 59th Annual General Meeting of your Company for 
the year ended 30th June, 2020. 
 
Operating Results: 
 
 

2020 2019 2018 2017 2016 2015  

-----------------------------------Rupees in “000”-------------------------------- 

 
Sales 8,062 

 
3,516 

 
 
1,750  
 

     
0 

  
 0 

  
 0 

Operating Profit/ 
(Loss) (9,800) (5,096) 

 
 
 
(8,942) 

 

(9,265) (1,169) (1,250) 

Profit / (Loss) after 
tax (2,125) (3,546) 

 
10,707  
 

 (6,138)  3,490 3,900 

Accumulated Loss (1,150) (10,917) 
         
(15,472) 
 

(34,957) (38,519) (42,103) 

 
During the period under review, the Company’s textile production remained closed due to non-
availability of credit facilities. However, there were significant revenue generation through 
other business activities, specifically the sale of agricultural livestock and rental income.  
 
ACKNOWLEDGEMENT: 
 
I thank the Management and staff for their hard work and devotion for the betterment of the 
Company. 
 
 
 
 
 
          
 
Baldher, Haripur            Mr. Aurangzeb Khan 
Dated: - 1st October 2020                                       Chairman 



 Khyber Textile Mills Limited 
 

                                                                                          

7

 
 

DIRECTORS REPORT TO THE SHAREHOLDERS 
 
Dear Members, 
The Board of Directors welcomes you to the 59th Annual General Meeting of your Company 
and are pleased to present the Annual Accounts duly audited together with Auditors’ Report 
along with other relevant statements as required by the Code of Corporate Governance of 
Pakistan Stock Exchange for the year ended 30th June, 2020. 
 
Financial Results: 
During the period under review, the Company’s textile production remained closed, however 
there were significant revenue generation through other business activities, specifically the sale 
of livestock and rental income.  

                                                         2020    2019  
   
 
Sales       8,061,600      3,516,000 

Cost of sales      6,644,116      2,420,072    
Gross Loss      1,417,484      1,095,926 
Administrative expenses    17,749,921    13,047,034 
     (16,332,437)  (11,951,196) 
Other Operating Income – Rent      6,532,600      6,854,665 
Operating loss      (9,799,837)    (5,096,441) 
Other income       6,127,680             -  
           
Finance Cost - Bank charges              4,296             2,142 
Other operating expenses          322,400         318,200 
            326,696         320,342 
Profit /(Loss) before taxation      (3,998,853)    (5,416,783) 
Taxation      
      Current         1,515,563      1,590,282 
      Prior          -              -  
      Deferred       (3,389,309)   (3,460,590) 

              (1,873,746)          (1,870,308)  
            (Loss)/Profit after Taxation          (2,125,107)         (3,546,475)                       
   

(Loss)/ Profit per Share                      (1.73)                   (2.89)  
 
 
Auditor’s Reservation: 
Regarding the auditors’ observation about the Company’s ability to continue as going concern 
the same is fully explained in Notes # 6, #12 and #14 of these Accounts. 
 
Concerning auditor qualification for creditors that remain un-verified, it is stated that the 
creditors are more than 18 years old and none of the creditors are demanding their dues nor are 
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in contact with the Company. The management therefore has begun the process of writing back 
the balances. 
 
Statement of Corporate and Financial Reporting Framework: 
 
The Board of Directors further state that: 
 
1. The financial statements under review have been prepared in accordance with the 

provision of the Companies Act 2017 and the International Accounting Standards as 
applicable in Pakistan.  

2. Appropriate accounting policies have been consistently applied in preparation of 
financial statements and accounting estimates are based on reasonable and prudent 
judgment. 

3. Proper books of account have been maintained by the Company, accordingly the 
financial statements present fairly the Company’s state of affairs, the result of its 
operations, cash flows and changes in equity. 

4. The system of internal control of the Company is satisfactory in design and has been 
effectively implemented and continues to be monitored for improvement. 

5. As a result of overall effort being made to control cost and maximize revenue, there are 
no significant doubts about the Company’s ability to continue as a going concern and 
therefore no adjustment is required in the recorded assets and liabilities. 

6. There has been no material departure from the best practices of corporate governance, 
as detailed in the listing regulations and as applicable to the Company for the year 
ended 30thJune, 2020. 

7. The key operating and financial results for the last six years, in a summarized form, are 
annexed. 

8. The Audit Committee assists the Board in discharging its duties and responsibilities 
including review of reports, Company’s financial results and internal control 
procedures for management decisions and safeguarding Company’s assets and its 
business. 

9. The Audit Committee meets before Board Meetings and its report is presented in the 
Board Meeting. 

10. The pattern of shareholding as required by the Code of Corporate Governance and 
shares held/traded by the Chief Executive, CFO, Company Secretary, Directors, 
Executives of the Company and their spouses and minor children is annexed with this 
report. 

11. During the period under report 4 (four) meetings of the Board of Directors were held. 
Attendance of each Director is as under: 
 

No. Name of Directors No. of Meetings Attended 
1 Mr. Adam Jadoon 4 
2 Mr. Aurangzeb Khan 3 
3 Mr. Nasir Khan 4 
4 Mr. Amanullah Khan 2 
5 Mr. Muhammad Bahauddin 4 
6 Mr. Omar Farid Jadoon 4 
7 Mrs. Aamna Jadoon 3 
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12. Communications with the shareholders are given priority. Annual, half yearly and 
quarterly reports are disseminated and displayed on KTML website 
www.khybertextile.com within the time specified in the Companies Act 2017. 
 

13. As required by the Code of Corporate Governance, the Audit Committee has suggested 
the name of M/s Clarkson Hyde Saud Ansari, Chartered Accountants, as auditors of the 
Company for the financial year 2020-2021, who have consented to act as auditors of the 
Company. 
 

14. Law Suits Against the Company:  
NBP vs. KTML: On 17-03-2014 the Banking Judge Peshawar High Court has 
dismissed NBP’s suit in favour of KTML. NBP has filed an appeal against the 
judgment; as of September 2020, arguments are pending before the Hon’ble Peshawar 
High Court. KTML’s Management and Legal department will continue to defend the 
Company’s interests vigorously and are hopeful that the appeal will be dismissed. For 
further information refer to note #14. 
 
ICP, NBP & Others vs. KTML:A Suit for recovery was filed by ICP, NBP & Others 
in the Sindh High Court. The Sindh High Court has allowed KTML’s Leave to Defend 
Application. KTML’s Management and Legal department are optimistic as a judgment 
on these issues in our favour has already been decided by the Honorable Peshawar High 
Court which will hopefully lead to the dismissal of the suit on the basis of facts 
provided and legal questions raised before the Hon’ble Banking Judge. As of 
September 2020, the suit is at the final stages of arguments. For further information 
refer to note #14. 

 
15.       Business Activities 

The Banks maintained their credit squeeze by delaying the finalization of appeal and 
suit pending before the Peshawar High Court and Sindh High Court respectively, 
thereby ensuring that KTML’s defaulter status is maintained on the SBP Credit 
Information Bureau (CIB) list in order to force the Company to come to their unjust 
terms. The Management is of the strong view that the Company does not owe any 
outstanding amounts to the Banks. Unfortunately, the Banks coercive strategy has led 
to the continued closure of textile production, the re-initiation of which requires a hefty 
amount of funds to complete balancing, modernization & replacement (BMR), along 
with access to working capital. Nonetheless, it is the BOD and Management’s intention 
to rehabilitate the Textile Unit once the Banking litigation has reached finality and 
credit facilities have been restored. 
 
With the approval of the BOD and Members in prior AGMs, the Company has 
continued to invest in its agricultural business, specifically in its livestock farm and 
agricultural land which is currently encompassing around 17 acres (separate from the 
textile unit). This investment has included the extension of housing capacity for cattle, 
the purchase of livestock, the planting and continued care of olive saplings, improving 
the water piping system, water storage, tube well and irrigation systems throughout the 
Company’s premises. In addition, Management has enhanced the cultivation of 
unutilized vacant Company land which was developed for farming. These crops grown 
were consumed by the Company’s livestock, which has enabled a reduction in the  
purchasing of fodder from the market, reducing input costs, thus increasing the farms 
profitability in FY2020. 
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However, it must be noted that the purchasing and sales of livestock along with our 
rental business has been negatively affected by the onset of the COVID-19 (Corona  
Virus) pandemic and subsequent Government restrictions on all non-essential business 
activities and lockdowns from March 2020 onwards. Consequently, the rental business 
received a negative impact resulting in reduced rental collection and pre-mature 
termination of leases by the tenants due to their continued losses.  
 
Nonetheless, the BOD takes this opportunity to inform the shareholders that in 
Financial Year 2020 despite a ban on access to credit, rampant inflation and the 
COVID-19 restrictions, KTML has managed to enhance the operations of the livestock 
agricultural farm leading to a substantial increase in our sales. Through the successful 
sales of livestock and rental income Management has proved that the modified business 
plan for the Company is viable, as the revenue of the Company has improved. 
Furthermore, the Company is an active taxpayer, contributing tax to the national 
exchequer in the financial year.  
 
Moving forward, Management will continue to repair unutilized buildings on the 
Company’s property for warehousing and commercial activity, thereby generating 
additional revenue for the Company. Moreover, Management intends to convert 
additional vacant areas into cultivatable land, improve the overall crop yield on the land 
and invest further in the Company’s agricultural livestock farm thereby increasing the 
sale of livestock for FY-2021. The income derived from these business activities will 
be used for the maintenance of the Company’s assets, salaries of employees, meeting 
the requirements under the Companies Act 2017, the Companies legal expenses and to 
invest in new business activities if found feasible by the BOD.  
 
Lastly, Management expects that due to our Company’s location near the newly 
constructed E-35 Motorway, access to the CPEC will open up new opportunities for 
business activity.  

 
16 New Line of Business, Modification of Name 

Following SECP decision and instructions, approval of change of principal line of 
business and modifications in Articles and Memorandum of Association were obtained 
from the competent authorities and was completed in FY 2020. However, the process of 
the change of name to reflect the current business being undertaken by the Company 
could not reach fruition because of stoppage of work in government offices due to the 
COVID 19 pandemic related instructions notified by the provincial government. We are 
hopeful now that the government operations have been restored, the approval to change 
the Company’s name to the AGM approved “Khyber Textile Mills and Agricultural 
Business Limited” will be accorded in the future. 

 
On behalf of the Boards of Directors 

 
 

        
Baldher, Haripur      Adam Jadoon 
Dated:01-10-2020 
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Statement of Compliance with Listed Companies (Code of Corporate Governance) 

Regulations, 2019 
Name of Company.  Khyber Textile Mills Limited 

Year ending 30th June 2020 
 
 The company has complied with the requirements of the Regulations in the following 
manner:- 
1. The total number of directors are 7 as per the following,-  
a. Male: 6  
b. Female: 1 
 
2. The composition of the Board is as follows:  
 
i. Independent director 
Mr. Nasir Khan 
 
 ii. Non-executive directors 
Mr. Aurangzeb Khan 
Mr. Amanullah Khan 
Mr. Omar Farid Jadoon 
Mr. Muhammad Bahauddin 
Mrs. Aamna Jadoon 
 
iii.Executive directors 
Mr. Adam Jadoon 
 
iv.Female directors  
Mrs. Aamna Jadoon 
 
3. The directors have confirmed that none of them is serving as a director on more than seven 
listed companies, including this company;  
4. The company has prepared a code of conduct and has ensured that appropriate steps have 
been taken to disseminate it throughout the company along with its supporting policies and 
procedures;  
5. The Board has developed a vision/mission statement, overall corporate strategy and 
significant policies of the company. The Board has ensured that complete record of particulars 
of the significant policies along with their date of approval or updating is maintained by the 
company;  
6. All the powers of the Board have been duly exercised and decisions on relevant matters have 
been taken by the Board/ shareholders as empowered by the relevant provisions of the Act and 
these Regulations;  
7. The meetings of the Board were presided over by the Chairman and, in his absence, by a 
director elected by the Board for this purpose. The Board has complied with the requirements 
of Act and the Regulations with respect to frequency, recording and circulating minutes of 
meeting of the Board;  
8. The Board have a formal policy and transparent procedures for remuneration of directors in 
accordance with the Act and these Regulations;  
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9. Four Members of the Board have carried out the Director’s Training program including the 
Independent Director. The remaining Directors are exempt from the training program due to 
their experience on the Board.    
10. The Board has approved appointment of chief financial officer, company secretary and 
head of internal audit, including their remuneration and terms and conditions of employment 
and complied with relevant requirements of the Regulations;  
11. Chief financial officer and chief executive officer duly endorsed the financial statements 
before approval of the Board;  
12. The Board has formed committees comprising of members given below.-  
a) Audit Committee 
     Mr. Nasir Khan (Chairman) 
     Mr. Muhammad Bahauddin 
     Mrs. Aamna Jadoon 
 
b) HR and Remuneration Committee 
     Mr. Nasir Khan (Chairman) 
     Mr. Amanullah Khan 
     Mrs. Aamna Jadoon  
 
13. The terms of reference of the aforesaid committees have been formed, documented and 
advised to the committee for compliance;  
14. The frequency of meetings of the committee were as per following,-  
a) Audit Committee; Four Quarterly Meetings during the financial year ended June 30, 2020  
b) HR and Remuneration Committee: One meeting during the financial year ended June 30, 
2020. 
15. The Board has set up an effective internal audit function/ or has outsourced the internal 
audit function to who are considered suitably qualified and experienced for the purpose and are 
conversant with the policies and procedures of the company;  
16. The statutory auditors of the company have confirmed that they have been given a 
satisfactory rating under the Quality Control Review program of the Institute of Chartered 
Accountants of Pakistan and registered with Audit Oversight Board of Pakistan, that they and 
all their partners are in compliance with International Federation of Accountants (IFAC) 
guidelines on code of ethics as adopted by the Institute of Chartered Accountants of Pakistan 
and that they and the partners of the firm involved in the audit are not a close relative (spouse, 
parent, dependent and non-dependent children) of the chief executive officer, chief financial 
officer, head of internal audit, company secretary or director of the company;  
17. The statutory auditors or the persons associated with them have not been appointed to 
provide other services except in accordance with the Act, these Regulations or any other 
regulatory requirement and the auditors have confirmed that they have observed IFAC 
guidelines in this regard;   
18. We confirm that all requirements of regulations have been complied with,  
 
 
 

Chairman 
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REVIEW REPORT ON THE STATEMENT OF COMPLIANCE CONTAINED IN LISTED 
COMPANIES (CODE OF CORPORATE GOVERNANCE) REGULATIONS, 2019 
 

We have reviewed the enclosed Statement of Compliance with the Listed Companies (Code of 
Corporate Governance) Regulations, 2019 (the Regulations) prepared by the Board of 
Directors of M/S. KHYBER TEXTILE MILLS LIMITED (the Company) for the year 
ended June 30, 2020 in accordance with the requirements of regulation 36 of the Regulations. 
 
The responsibility for compliance with the Regulations is that of the Board of Directors of the 
Company. Our responsibility is to review whether the Statement of Compliance reflects the 
status of the Company’s compliance with the provisions of the Regulations and report if it does 
not and to highlight any non-compliance with the requirements of the Regulations. A review is 
limited primarily to inquiries of the Company’s personnel and review of various documents 
prepared by the Company to comply with the Regulations. 
 
As a part of our audit of the financial statements we are required to obtain an understanding of 
the accounting and internal control systems sufficient to plan the audit and develop an effective 
audit approach. We are not required to consider whether the Board of Directors’ statement on 
internal control covers all risks and controls or to form an opinion on the effectiveness of such 
internal controls, the Company’s corporate governance procedures and risks. 
 
The Regulations require the Company to place before the Audit Committee, and upon 
recommendation of the Audit Committee, place before the Board of Directors for their review 
and approval, its related party transactions. We are only required and have ensured compliance 
of this requirement to the extent of the approval of the related party transactions by the Board 
of Directors upon recommendation of the Audit Committee. 
 
Based on our review, nothing has come to our attention which causes us to believe that the 
Statement of Compliance does not appropriately reflect the Company's compliance, in all 
material respects, with the requirements contained in the Regulations as applicable to the 
Company for the year ended June 30, 2020. 
 
 

 
     TANWIR ARIF & CO., 
CHARTERED ACCOUNTANTS 

       Engagement Partner - Tanwir Arif 
         
HYDERABAD 
DATED:  1st October, 2020 
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS  
 

Report on the Audit of the Financial Statements 
 
Opinion 
We have audited the annexed financial statements of KHYBER TEXTILE MILLS 
LIMITED (the Company), which comprise the statement of financial position as at June 30, 
2020, and the statement of profit or loss and  statement of comprehensive income, the 
statement of changes in equity, the statement of cash flows for the year then ended, and notes 
to the financial statements, including a summary of significant accounting policies and other 
explanatory information, and we state that we have obtained all the information and 
explanations which, to the best of our knowledge and belief, were necessary for the purposes of 
the audit. 
 
In our opinion, except for the possible effects of the matters described in the bases for 
Qualified Opinion section of our report, and to the best of our information and according to the 
explanations given to us, the statement of financial position, statement of profit or loss and 
statement of other comprehensive income,  the statement of changes in equity and the 
statement of cash flows together with the notes forming part thereof conform with the 
accounting and reporting standards as applicable in Pakistan and give the information required 
by the Companies Act, 2017 (XIX of 2017), in the manner so required and respectively give a 
true and fair view of the state of the Company's affairs as at June 30, 2020 and of the loss, 
comprehensive income and the changes in equity and its cash flows for the year then ended: 
 

Basis of qualified opinion  
We conducted our audit in accordance with International Standards on Auditing (ISAs) as 
applicable in Pakistan. Our responsibilities under those standards are further described in the 
Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We 
are independent of the Company in accordance with the International Ethics Standards Board 
for Accountants’ Code of Ethics for Professional Accountants as adopted by the Institute of 
Chartered Accountants of Pakistan (the code) and we have fulfilled our other ethical 
responsibilities in accordance with the Code. We believe that the audit evidence we have 
obtained is sufficient and appropriate to provide a basis for our qualified opinion. 
 
1. We have not received confirmations for balance appearing in trade creditors under note 

no. 12 to the accounts. Hence, their balances remained un verified in spite of reminders. 
Further, during the year an amount of Rs. 6.128 million is written back by the 
management, if the same was not incorporated, Company would have incurred loss of Rs. 
8.253 million instead of Rs. 2.125 million.  

Material Uncertainty relating to Going Concern  
We draw attention to Note 6 in the financial statements, which indicates that the operations of 
the Company are closed since 2007, the accumulated losses amounting to Rs. 1.15 million and 
the Company’s current liabilities exceeded its current assets by Rs. 38.435 million. As stated in 
Note 6, these events or conditions, along with other matters, indicate that a material uncertainty 
exists that may cast significant doubt on the Company’s ability to continue as a going concern. 
Our opinion is not modified in respect of this matter.  
 

Key Audit Matter 
Key audit matters are those matters that, in our professional judgment, were of most 
significance in our audit of the financial statements of the current period. These matters were 
addressed in the context of our audit of the financial statements as a whole, and in forming our 
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opinion thereon, and we do not provide a separate opinion on these matters. In addition to the 
matter described in the Material Uncertainty Related to Going Concern section, we have 
determined the matter described below to be the key audit matter to be communicated in our 
report: 

 Key audit Matter How the matter is addressed 
in our audit 

i) Contingencies and commitments 
  

Refer note 14 to the annexed financial 
statements. 
 
The Company is subject to material 
litigations involving different courts 
pertaining to recovery, which requires 
management to make assessment and 
judgments with respect to likelihood 
and impact of such litigations on the 
financial statements of the Company. 
 
Given the nature and amounts involved 
in such cases and the appellate forums 
at which these are 
pending, the ultimate outcome and the 
resultant accounting in the financial 
statements is subject 
to significant judgment, which can 
change over time as new facts emerge 
and each legal case 
progresses, and therefore, we have 
identified this as key audit matter. 

 

In response to this matter, our audit 
procedures included: 

 
 
 Discussing legal cases with the 

management to understand their view 
point and obtaining and reviewing the 
litigation documents in order to assess the 
facts and circumstances; 
 

 
 Obtaining independent opinion of legal 

council’s dealing with such cases in the 
form of confirmation; and 

 

 We also evaluated the possible outcome of 
these legal cases in line with the 
requirements of IAS 37: Provisions, 
contingent liabilities and contingent assets. 
The disclosures of legal exposures and 
provisions were assessed for completeness 
and accuracy. 

 
Information other than the financial statements  
and auditor’s report thereon 
Management is responsible for the other information. The other information comprises the 
information included in the annual report, but does not include the financial statements and our 
auditor’s report thereon. 
 
Our opinion on the financial statements does not cover the other information and we do not 
express any form of assurance conclusion thereon. 
 
In connection with our audit of the financial statements, our responsibility is to read the other 
information and, in doing so, consider whether the other information is materially inconsistent 
with the financial statements or our knowledge obtained in the audit, or otherwise appears to be 
materially misstated. If, based on the work we have performed, we conclude that there is a 
material misstatement of this other information, we are required to report 
that fact. We have nothing to report in this regard. 
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Responsibilities of Management and Board of Directors  
for the Financial Statements 
Management is responsible for the preparation and fair presentation of the financial statements 
in accordance with the accounting and reporting standards as applicable in Pakistan and the 
requirements of Companies Act, 2017(XIX of 2017) and for such internal control as 
management determines is necessary to enable the preparation of financial statements that are 
free from material misstatement, whether due to fraud or error. 
 
In preparing the financial statements, management is responsible for assessing the Company’s 
ability to continue as a going concern, disclosing, as applicable, matters related to going 
concern and using the going concern basis of accounting unless management either intends to 
liquidate the Company or to cease operations, or has no realistic alternative but to do so. 
 
Board of directors is responsible for overseeing the Company’s financial reporting process. 
 
Auditor’s Responsibilities for the Audit 
of the Financial Statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a 
whole are free from material misstatement, whether due to fraud or error, and to issue an 
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but 
is not a guarantee that an audit conducted in accordance with ISAs as applicable in Pakistan 
will always detect a material misstatement when it exists. Misstatements can arise from fraud or 
error and are considered material if, individually or in the aggregate, they could reasonably be 
expected to influence the economic decisions of users taken on the basis of these financial 
statements. 
 
As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional 
judgment and maintain professional skepticism throughout the audit. We also: 
 

 Identify and assess the risks of material misstatement of the financial statements, 
whether due to fraud or error, design and perform audit procedures responsive to 
those risks, and obtain audit evidence that is sufficient and appropriate to provide a 
basis for our opinion. The risk of not detecting a material misstatement resulting from 
fraud is higher than for one resulting from error, as fraud may involve collusion, 
forgery, intentional omissions, misrepresentations, or the override of internal control. 

 
 

 Obtain an understanding of internal control relevant to the audit in order to design 
audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the Company’s internal control. 

 Evaluate the appropriateness of accounting policies used and the reasonableness of 
accounting estimates and related disclosures made by management. 

 
 Conclude on the appropriateness of management’s use of the going concern basis of 

accounting and, based on the audit evidence obtained, whether a material uncertainty 
exists related to events or conditions that may cast significant doubt on the 
Company’s ability to continue as a going concern. If we conclude that a material 
uncertainty exists, we are required to draw attention in our auditor’s report to the 
related disclosures in the financial statements or, if such disclosures are inadequate, to 
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modify our opinion. Our conclusions are based on the audit evidence obtained up to 
the date of our auditor’s report. However, future events or conditions may cause the 
Company to cease to continue as a going concern. 

 
 Evaluate the overall presentation, structure and content of the financial statements, 

including the disclosures, and whether the financial statements represent the 
underlying transactions and events in a manner that achieves fair presentation. 

 
We communicate with the board of directors regarding, among other matters, the planned scope 
and timing of the audit and significant audit findings, including any significant deficiencies in 
internal control that we identify during our audit. 
We also provide the board of directors with a statement that we have complied with relevant 
ethical requirements regarding independence, and to communicate with them all relationships 
and other matters that may reasonably be thought to bear on our independence, and where 
applicable, related safeguards. 
 
From the matters communicated with the board of directors, we determine those matters that 
were of most significance in the audit of the financial statements of the current period and are 
therefore the key audit matters. We describe these matters in our auditor’s report unless law or 
regulation precludes public disclosure about the matter or when, in extremely rare 
circumstances, we determine that a matter should not be communicated in our report because 
the adverse consequences of doing so would reasonably be expected to outweigh the public 
interest benefits of such communication. 
 
Report on Other Legal and Regulatory Requirements 
Based on our audit, we further report that in our opinion: 
 

a) proper books of account have been kept by the Company as required by the 
Companies Act, 2017 (XIX of 2017); 
 

b) the statement of financial position, the statement of profit or loss and other 
comprehensive income the statement of changes in equity and the statement of 
cash flows together with the notes thereon have been drawn up in conformity with 
the Companies Act, 2017 (XIX of 2017) and are in agreement with the books of 
account and returns; 
 

c) investments made, expenditure incurred and guarantees extended during the year 
were for the purpose of the Company’s business; and 

 
d) no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 

(XVIII of 1980).  
 

The engagement partner on the audit resulting in this independent auditor’s report is Tanwir 
Arif. 
 
 
CHARTERED ACCOUNTANTS 
HYDERABAD 
DATED:  1st October, 2020 
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NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2020 

 
1. STATUS AND NATURE OF BUSINESS: 
 
Khyber Textile Mills Limited is a Public Limited Company, incorporated on 26th August, 1961 under 
the Companies Act, 1913 (Now the Companies Act, 2017). Its shares are quoted on the Pakistan Stock 
Exchange Limited. The activities of the Company were manufacture and sale of cotton/polyester yarn 
and cloth, however due to external factors production was halted. Consequently, the Company has been 
operating an agricultural livestock business on its vacant land since 2017, as a revised principal 
business of the Company i.e. that is agricultural, that was approved by the Registrar of Companies. It is 
also carrying out alternative business activities of renting excess buildings for warehousing and 
commercial purposes since 2016.  The Members of Company resolved through a resolution the 
alteration of the name of the Company to reflect the new business taking place on the premises to 
“Khyber Textile Mills and Agricultural Business Limited” which is pending due to delays caused by the 
closure of the regulator offices during the COVID 19 pandemic.   
 
The geographical locations and addresses of Company's premises are as under:  

 
The registered office of the company is situated at Baldher, District Haripur, Khyber 
Pakhtunkhawa.  
 
The production facility and agriculture farms are also situated at Baldher, District Haripur,    
Khyber Pakhtunkhawa. 

 
2. STATEMENT OF COMPLIANCE 
These financial statements have been prepared in accordance with the approved accounting and 
reporting standards as applicable in Pakistan. The approved accounting and reporting standards 
applicable in Pakistan comprise of:  

 
International Financial Reporting Standards (IFRS) 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 provisions of and directives issued under the Companies Act, 2017 differ from the IFRS 
Standards, the provisions of and directives issued under the Companies Act, 2017 have been followed.  
 
3. NEW STANDARDS, INTERPRETATIONS AND AMENDMENTS TO PUBLISHED 

APPROVED ACCOUNTING STANDARDS. 
 

3.1 Amendments to standards effective in current year and not relevant to the Company 
 
New standards, amendments and interpretations that are mandatory for accounting periods beginning on 
July 1, 2019 are considered not to be relevant for the Company's financial statements and hence have 
not been detailed in these financial statements. 
 

3.2 Standards, Amendments to Approved Accounting Standards and Interpretations 
that are published and has been considered but not yet effective. 

 
The following new standards have been issued by the International Accounting Standards Board 
(IASB), which are yet to be notifi-ed by the Securities and Exchange Commission of Pakistan (SECP), 
for the purpose of their applicability in Pakistan: 
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IFRS 1  First-time Adoption of International Financial Reporting Standards  
IFRS 17.  Insurance contracts 

 
Additionally there are certain new standards, amendments and interpretations to the approved 
accounting and reporting standards that will be mandatory for the Company’s annual 
accounting periods beginning on or after July 1, 2020. However, these will not have any 
significant impact on the financial reporting of the Company and, therefore, have not been 
disclosed in these financial statements. 

 
4.    SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

4.1 Basis of measurement. 
 
These financial statements have been prepared under the "historical cost" convention except as 
otherwise disclosed in the accounting policies below. 
 
The preparation of financial statements in conformity with the applicable accounting standards 
requires the use of certain critical accounting estimates. It also requires management to exercise 
its judgement in the process of applying the Company’s accounting policies. The areas 
involving higher degree of judgement or complexity, or areas where assumptions and estimates 
are significant to the financial statements are disclosed in note 5.  
 
4.2 Functional and Presentation Currency 
 
These financial statements are presented in Pakistan Rupees, which is the functional currency 
of the Company. All the financial information contained in these financial statements has been 
rounded-off to the nearest rupee.  
 
4.3 Property, Plant and Equipment 
These are stated at cost less depreciation. Depreciation is charged on pro- rata basis under 
reducing balance method at the rates mentioned in note no. 15. 
 
Freehold land, building & civil works and plant & machinery are measured at revalued 
amounts, which is the fair value at the date of revaluation less accumulated depreciation and 
accumulated impairment losses, if any, recognized subsequent to the date of revaluation. 
 
Revaluation is carried out so that the fair value and carrying value do not differ materially at the 
balance sheet date. Any revaluation increase arising on the revaluation of such assets is credited 
to "Surplus on Revaluation of Fixed Assets". A decrease in the carrying amount arising on 
revaluation is charged to the statement of comprehensive income to extent that it exceeds the 
balance, if any, held in the surplus on revaluation of fixed assets to a previous revaluation of 
that assets. The surplus on revaluation- net of deferred tax to the extent of incremental 
depreciation charged on the related revalued assets is transferred to unappropriated profit.  
 
In case of additions to fixed assets depreciation is charged from the month addition is made and 
in case of disposal of items of fixed assets up to the month the asset has been in use of the 
Company. 
 
The assets residual values and useful lives are reviewed and adjusted if appropriate at each 
financial year end. The effect of any adjustment in residual value and useful lives is recognized 
prospectively as a change of accounting estimates. 
 
Repairs and maintenance of major amounts are capitalized, while normal repair and 
maintenance of assets are charged to the income as and when incurred. 
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Gain or Losses on disposal of assets, if any, are included in the profit or loss account currently. 
 

     4.4 Biological assets - livestock 
 
Livestock are measured at their fair value. Initially cost incurred in acquisition of biological 
assets is also added in cost likewise transportation, labor etc. along with cost of feed and 
vaccination. 
 
Gain /(Loss) arising, if any, from changes in fair value of livestock is recognized in profit or 
loss account. 
 
4.5 Stores & Spares 
 
These are stated at lower of cost and net realizable value using moving average cost method 
except items in transit which are valued at cost accumulated up to the balance sheet date. Cost 
comprises purchase cost and other costs incurred in bringing the inventories to their present 
location and condition. Net realizable value signifies the estimated selling price in the ordinary 
course of business less the cost necessarily to be incurred in order to make the sale. The 
Company reviews the carrying amount of stores on regular basis and provision is made for 
obsolescence, if any.  
 
4.6 Trade debts / Account receivables 
 
Trade receivables are recognized and carried at original invoice amount. Bad debts are adjusted 
against provisions for doubtful debts or written off against the profit of the  company during the 
year in which these are deemed to be irrecoverable. Provision is made for debts which are 
considered doubtful of recovery. 
 
4.7  Borrowing cost 

 
Borrowing cost that are directly attributable to the acquisition, construction or production of  a 
qualifying assets are capitalized as a part of the cost of that asset. All other borrowing costs are 
charged to income. 

 
4.8 Trade and Others Payable 

 
Liabilities for trade and others payable are carried at cost which is the fair value of the 
consideration to be paid in future for goods or services obtained, whether or not billed to the 
Company. 
 
4.9 Provision 

 
The charge for current taxation is based on taxable income at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any, or minimum 
taxation on the turnover under section 113 of the Income Tax Ordinance, 2001, whichever is 
higher. 
The charge for current tax also includes adjustments, wherever considered necessary, to the 
provision for tax made in the previous years as a result of adjustments in assessments framed 
during the year for such years.  
 
Deferred: 
Deferred tax is provided using the liability method for all temporary difference at the balance 
sheet date between tax bases of assets and liabilities and their carrying amounts for financial 
statements reporting purposes.  
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Deferred tax liabilities are generally recognized for all taxable temporary differences. Deferred 
tax assets are recognized for all deductible temporary differences to the extent that taxable 
profit will be available against which the deductible temporary differences, unused tax losses 
and tax credits can be utilized. 
 
The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced 
to the extent that it is no longer probable that sufficient taxable profit will be available to allow 
all or part of the assets to be recovered. 

 
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply when 
the asset is realized or the liability is settled, based on the tax rates that have been enacted or 
substantively enacted at the balance sheet date. Accordingly the effect on deferred taxation 
relating to the portion of income falling under final tax regime is adjusted in accordance with 
the requirements of Accounting Technical Release – 27 of the Institute of Chartered 
Accountants of Pakistan.   

 
4.11  Revenue Recognition 
 
Sales are recorded on dispatch of goods. Income other than sales are recorded on accrual basis. 
Sales include rebates on exports (if any). 
 
To determine whether to recognize revenue, the company follows a 5-step process: 
 
1 Identifying the contract with a customer  
2 Identifying the performance obligations  
3 Determining the transaction price  
4 Allocating the transaction price to the performance obligations  
5 Recognizing revenue when/as performance obligation(s) are satisfied.  
The company often enters into transactions involving a range of the products. In all cases, the 
total transaction price for a contract is allocated amongst the various performance obligations 
based on their relative stand-alone selling prices. The transaction price for a contract excludes 
any amounts collected on behalf of third parties.  
 
Revenue is recognized either at a point in time or over time, when (or as) the company satisfies 
performance obligations by transferring the promised goods or services to its customers.  
 
The company recognizes contract liabilities for consideration received in respect of unsatisfied 
performance obligations and reports these amounts as other liabilities in the statement of 
financial position. Similarly, if the company satisfies a performance obligation before it 
receives the consideration, it recognizes either a contract asset or a receivable in its statement of 
financial position, depending on whether something other than the passage of time is required 
before the consideration is due. 
 
4.12  Financial Instruments 
 

 4.12.1 Financial Assets 
The Company classifies its financial assets at amortized cost, fair value through other 
comprehensive income or fair value through profit or loss on the basis of the Company’s 
business model for managing the financial assets and the contractual cash flow characteristics 
of the financial asset. 
 

 a) Financial assets at amortized cost 
Financial assets at amortized cost are held within a business model whose objective is to hold 
financial assets in order to collect contractual cash flows and the contractual terms of the 
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financial asset give rise on specified dates to cash flows that are solely payments of principal 
and interest on the principal amount outstanding. Interest income from these financial assets, 
impairment losses, foreign exchange gains and losses, and gain or loss arising on de-
recognition are recognized directly in profit or loss. 
 
b) Financial assets at fair value through other comprehensive income 
Financial assets at fair value through other comprehensive income are held within a business 
model whose objective is achieved by both collecting contractual cash flows and selling 
financial assets and the contractual terms of the financial asset give rise on specified dates to 
cash flows that are solely payments of principal and interest on the principal amount 
outstanding. 
 
c) Financial assets at fair value through profit or loss 
Financial assets at fair value through profit or loss are those financial assets which are either 
designated in this category or not classified in any of the other categories. A gain or loss on 
debt investment that is subsequently measured at fair value through profit or loss is recognized 
in profit or loss in the period in which it arises. 
 
Financial assets are initially measured at cost, which is the fair value of the consideration given 
and received respectively. These financial assets and liabilities are subsequently re-measured to 
fair value, amortized cost or cost as the case may be. Any gain or loss on the recognition and 
de-recognition of the financial assets and liabilities is included in the profit or loss for the 
period in which it arises.  
 
Financial assets are derecognized when the rights to receive cash flows from the assets have 
expired or have been transferred and the Company has transferred substantially all risks and 
rewards of ownership. Assets or liabilities that are not contractual in nature and that are created 
as a result of statutory requirements imposed by the Government are not the financial 
instruments of the Company. 
 
The Company assesses on a forward looking basis the expected credit losses associated with its 
financial assets carried at amortized cost and fair value through other comprehensive income. 
The impairment methodology applied depends on whether there has been a significant increase 
in credit risk. For trade receivables, the Company applies the simplified approach, which 
requires expected lifetime losses to be recognized from initial recognition of the receivables. 
The Company recognizes in profit or loss, as an impairment gain or loss, the amount of 
expected credit losses (or reversal) that is required to adjust the loss allowance at the reporting 
date. 

 
4.12.2  Financial liabilities 
All financial liabilities are recognized at the time when the Company becomes a party to the 
contractual provisions of the instrument. Financial liabilities at amortized costs are initially 
measured at fair value minus transaction costs. Financial liabilities at fair value through profit 
or loss are initially recognized at fair value and transaction costs are expensed in the profit or 
loss. 
 
Financial liabilities, other than those at fair value through profit or loss, are subsequently 
measured at amortized cost using the effective yield method.  
 
A financial liability is derecognized when the obligation under the liability is discharged, 
cancelled or expired. Where an existing financial liability is replaced by another from the same 
lender on substantially different terms, or the terms of an existing liability are substantially 
modified, such an exchange and modification is treated as a de-recognition of the original 
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liability and the recognition of a new liability, and the difference in respective carrying amounts 
is recognized in the profit or loss. 
 
4.12.3 Off-setting of financial assets and financial liabilities 
A financial asset and a financial liability is offset and the net amount is reported in the financial 
statements if the Company has a legally enforceable right to set-off the transaction and also 
intends either to settle on a net basis or to realize the asset and settle the liability 
simultaneously. 
 
4.13 Impairment 
The carrying amounts of the Company’s assets are reviewed at each balance sheet date to 
determine whether there is any indication of impairment loss. If any such indication exists the 
assets recoverable amount is estimated in order to determine the extent of the impairment loss, 
if any. Impairment losses are recognized as expense in statement of comprehensive income. 
 
4.14  Related Party Transactions and Transfer Pricing 
Transactions between the company and related parties are made at arm’s length prices  
determined in accordance with the comparable uncontrolled price method which sets the  price 
by reference to comparable goods sold in an economically comparable market to a buyer 
unrelated to seller. In case when comparable prices from the market are not available, approval 
of the Board is obtained. 
 
4.15 Cash and Cash Equivalents 
For the purpose of cash flow statement, cash and cash equivalents comprise cash in hand and 
current and deposit accounts with the commercial banks. 
 

5. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS 
Estimates and judgments are continually evaluated and are based on historical experience and other 
factors, including expectations of future events that are believed to be reasonable under the 
circumstances. 

5.1 Critical accounting estimates and assumptions 
The company makes estimates and assumptions concerning the future. The estimates and 
assumptions that have a significant risk of causing material adjustment to the carrying amounts 
of assets and liabilities within the next financial year are discussed below: 
 
Trade debtors 
The company reviews its receivable against provision required there against on an ongoing 
basis. The provision is made taking into consideration expected recoveries, if any. 
 
Income taxes 
In making the estimates for income taxes currently payable by the company the management 
considers the current income tax law and the decisions of appellate authorities on certain issues 
in the past. 
 
Impairment of assets 
In accordance with the accounting policy, the management carries out an annual assessment to 
ascertain whether any of the company’s assets are impaired. This assessment may change due 
to technological developments. 
 
Biological assets - livestock 
The fair value of biological assets (livestock) is determined annually by the management of the 
Company, which are based on market conditions and physical attributes of livestock existing at 
the end of each reporting period, which are subject to change at each period end due to market 
conditions. 
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Depreciable amount and useful lives of fixed assets 
In accordance with the accounting policy, the management carries out an annual assessment of 
depreciable amount and useful lives of fixed assets. 
 
5.2  Critical judgments in applying the company’s accounting policies 
During preparation of these financial statements, the significant judgments made by the 
management in applying the company's accounting policies and the key sources of estimation 
and uncertainty were the same as those that applied in the preceding audited annual published 
financial statements of the company for the year ended 30 June 2019. 

6. Going Concern 
Despite the uncertainties given here under, that may cast doubt about the Company's ability to continue 
as a going concern, these financial statements have been prepared on going concern basis: 

1) There are accumulated losses amounting to Rs. 1.15 million, due to the continued 
suspension of textile operations since July 2007. 

2) The current liabilities of the Company exceed present value of assets by Rs. 38.435 
million; and 

3) The financial ratios are adverse. 
These accounts have been prepared on going concern basis by the Management for the reasons and 
considerations as discussed below: 

1) As repeatedly identified, the core reasons for the adverse situation is the continued 
financial squeeze resulting from ongoing litigation in the High Courts (Reference note 
no. 14). Due to this KTML continues to appear on the SBP Credit Information Bureau 
List as a defaulter of National Bank of Pakistan, that has caused a complete ban on 
access to credit. The continued litigation restricts KTML to dispose-off its excess land 
to meet the BMR and working capital requirements of the textile unit. Consequently, 
most of the employees got laid-off and production of yarn was stopped completely 
since FY 2008, in order to avoid further losses. Furthermore, matters of resuming 
production have been complicated due to constant electric power load shedding, 
escalating power tariffs, restrictions on installation and use of industrial gas meters and 
generators. Nonetheless, the Members, Board of Directors and Management are 
determined to rehabilitate and restart the textile unit once the funding is available from 
the Banks, for which KTML’s Management is diligently pursuing the High Court cases 
so that they may reach finality and the credit facilities are restored. 
 
In order to make KTML compliant of the various provisions of the Companies Act 
2017 and other legal provisions, the Management approached the BOD and thereafter 
the Members (through AGMs) to allow it to undertake livestock rearing and 
agricultural activities as alternate business activities on the Company’s abundant vacant 
land. These initiatives met with positive results encouraging the stakeholders to 
approach the regulators to convert them into the principle business. Moreover, approval 
was also received by the BOD & Members for the rental of excess buildings for 
warehousing and commercial purposes to generate further additional income for the 
Company. Applications were moved for effecting the requisite changes; amendments in 
the Memorandum of Association and Articles of Association have been approved while 
the change of name request to the prior AGM approved “Khyber Textile Mills and 
Agricultural Business Limited”, is pending due to delays caused by the closure of the 
regulator offices during the COVID 19 pandemic.  

 
General revenue stream of the Company has been significant as Management’s endeavors, 
listed below, were successful. 

 
a) Increased earnings have enabled the Company to pay advance tax of Rs. 1.48 Million 

during the year. 
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b) Management successfully rented empty buildings for warehousing and commercial 

purposes to reputable organizations and local distributers which has earned rental 
income of Rs. 6.5 million during the current year. 

 
c) From FY 2017 to FY 2020 the Company has made investments in an Agricultural 

Livestock Farm, irrigation and water storage systems which were constructed on the 
Company’s vacant land. In addition, Management has dedicated approximately 17 
acres of the Company’s land for the livestock farm and the production of crops/fodder 
for the cattle.  The revenue from the sale of livestock during the current year amounts 
to Rs. 8.06 Million, which proves the viability of the business. 

 
2) Though there are accumulated losses to the tune of Rs. 1.15 million and negative 

working capital of Rs. 38.435 million, the Directors have supported the Company by 
provision of interest free loans totaling Rs. 27.5 million. The Directors further ensure to 
support the Company in the future, if needed.  

 
3) The accumulated losses have reduced during the year with the new revenue generation 

activities  from the year 2018. Additionally last year, the Revaluation Surplus has 
shown an increase of Rs.580.687 million consequent to the Revaluation of Land, 
Property, Plant & Equipment and Building (Reference note No.9). The exercise of 
revaluation as repeatedly emphasized by Management has proved the worth of the 
Company. The Management of the Company has no plan to liquidate its assets other 
than under normal course of business. The ability of the Company to continue as a 
going concern currently is based on the followings: 
 

i) Successful generation of revenue from livestock and agricultural business;  
 

ii) Start of other profitable business activities with available financial resources and 
unutilized assets, that have led to a significant increase in income; 

 
iii) Continued financial support from Directors; 

 
iv) Revival of the production activities after outcome of the litigations in favor of the 

Company; and 
 

v) There is a need to keep the entity in existence till the final decision of the litigation 
commenced by the banks as disclosed under Contingencies and Commitments note No 
14 and the Company has no such assets and liabilities that require adjustments relating 
to the recoverability of recorded assets amount and reclassification of liabilities. 

 
7. OTHER NON FINANCIAL INFORMATION 
 
On March 11, 2020, the World Health Organization declared COVID-19 a global pandemic. The 
COVID-19 outbreak developed rapidly thereafter with a significant number of COVID-19 cases 
reported globally. The pandemic has resulted in consequences on health and society and on economy 
affecting the earnings and cash flow of businesses, after the announcement of lock-downs by the 
government authorities, resulting in closure of business operations except for specifically exempted 
industries. The management believes that due to the pandemic the Company’s operations, financial 
position and results have been impacted only on a temporary basis and believes that as normalcy comes 
about, these impacts have started to recede. 
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14. CONTINGENCIES & COMMITMENTS 
 
NBP vs. KTML: 
During the 1990’s, NBP’s policy towards KTML of denial of working capital and placing 
restrictions on access to long-term modernization funds that KTML required in order to stay 
competitive in the textile market, led to losses for the Company. Due to the banks coercive 
methods, KTML agreed to the Bank’s offer of placing the outstanding dues for consideration 
before the Committees. These Committees had been formed in 1997 on the directives of the 
Prime Minister of Pakistan and given a mandate by the State Bank of Pakistan to assist 
industries in genuine distress due to credit restrictions. The Committee’s authority and binding 
nature of recommendations was confirmed through issuance of SBP Circular No. 19, which 
stated that after a decision is made by the Committee, “in case no objection is received within 
seven days from the date of decision of the Committee, it will be deemed as final.” Moreover, 
further SBP Circulars were also issued, directing NBP and other commercial banks to follow 
the decisions of the Government mandated Committee. The Committee checked and examined 
the facts, determining that KTML’s case was genuine and hence accepted KTML’s case. In 
addition, NBP’s Senior Management also requested that KTML’s case be transferred to 
Committee No.5 for deliberation on all outstanding issues between both parties. The Bank’s 
Senior Management nominated Executive Vice President/Deputy Regional Chief Executive of 
National Bank of Pakistan who took part in the proceedings of Committee No.5 vigorously; the 
positions of both sides were laid bare before the Committee. NBP submitted its total 
outstanding liabilities amounting to Rs.7.4 Million, which were accepted by the Committee. 
The Committee decided that repayment of the liability in installments and determination of 
debenture loan in accordance with Industrial Rehabilitation Committee recommendations. The 
recommendations were appropriately conveyed to NBP for confirmation indicating that in case 
no response is received within 7 days, the decision shall become final. After receiving 3 
installments from KTML in accordance with the Committee’s directions, NBP issued a letter 
after 8 months of receipt of Committee decisions, stating that it was instituting suit for recovery 
of liabilities. Despite this, KTML continued to abide by the binding decisions of Committee 
No. 5 and repaid NBP’s entire loan including interest amounting to Rs.9.57 million. Although 
the decisions of the Committee were applicable and binding, in 1998 NBP filed a lawsuit 
against the Company in the Peshawar High Court for recovery of Rs.437 Million erroneously 
calculated on basis of loans from the 1970s and 1980s, thereby ignoring the binding decisions 
of the IRC (1982/1986) and Committee Number 5 (1997).  
 
KTML’s Management and Legal Team are pleased to inform you that the National Bank of 
Pakistan versus Khyber Textile Mills Ltd. Suit has been decided in favor of KTML by the 
Hon’able Peshawar High Court on 17-03-2014. The judgment is based on the legal and factual 
aspects, in which the Banking Judge has determined that KTML had indeed paid all outstanding 
dues to NBP, in accordance with the decision of Committee No.5 constituted by Federal 
Government in 1997 and that the entire outstanding loan has been paid by KTML, which had 
been duly acknowledged by NBP in the High Court. It was also held by the Court that the State 
Bank of Pakistan had issued Circulars constituting these Committees, in which SBP directed the 
Banks, including NBP, to follow the decisions of the Committee. Consequently, based on these 
above-mentioned facts NBP’s suit was dismissed. However, in order to coerce the Company to 
submit to its unjust demands, NBP filed an appeal in the Peshawar High Court, and as of 
September 2020, arguments regarding the appeal are pending. Nonetheless, KTML’s 
Management and legal department will continue to defend against NBP's appeal vigorously.  
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ICP, NBP & Others vs. KTML: 
The Hon’ble Sindh High Court vide its order dated 24/02/2010 has set aside the ex-parte 
Judgment and Decree passed in favor of ICP, NBP & Others based on the observation that the 
Banks had not served legal notice to KTML’s registered address in Baldher, Haripur, NWFP 
(now KP). Subsequently the Sindh High Court Judge ordered KTML to file a Leave to Defend 
application so that the case may proceed with both sides present. KTML’s legal attorney had 
consequently filed a Leave to Defend application and the Sindh High Court on 10/01/2016 has 
accepted KTML’s Leave to Defend Application for the case. It should be noted that the 
Banking Consortium has revised its claim against KTML downwards to Rs.50 Million due to 
their erroneous calculations in their original suit. Following the completion of the evidence at 
SHC, due to increase in the pecuniary jurisdiction, the suit was transferred to the Banking 
Court. As of September 2020, the matter is at the stage of final argument. 
 
Moreover, the suit’s decisions are pending on issues of res judicata, jurisdiction and limitation 
raised by KTML’s Attorney in the Sindh High Court. KTML’s Management and legal 
department are optimistic that this suit has no standing and will be dismissed once again as 
NBP has filed two cases for recovery of the same amount in two different High Courts. 
Additionally, KTML’s legal department is of the view that this suit is time barred as these loans 
were issued in 1970’s and 1980’s and all outstanding loans determined by Industrial 
Rehabilitation Committee and Committee Number 5 have been repaid to the banking 
consortium. Finally, a judgment on these issues in KTML’s favour has already been decided by 
the Honorable Peshawar High Court on 17-03-2014, which has been submitted by our attorney 
to the Sindh High Court. 
 
It must be noted that the Banks are actively avoiding the finalization of litigation by evading 
arguments before the Honorable High Courts so as to extend their financial squeeze and 
pressurize the Company to give in to their unjust demands. Nonetheless, our legal department is 
making efforts to obtain further favorable decisions from the Courts in order to end this long-
standing litigation. 
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