DEWAN KHALID TEXTILE MILLS LIMITED

Yssvon Sdatoment

To be the leader in textile industry by building the Companys' image
through quality, competitive prices, customer's satisfaction and meeting
social obligation.

oMyssion Statement

Our Missionisto berecognized as a premium quality yarn
manufacturing unit.

The Unit is setup with an idea to cater to the premium market of
fine count compact yarn to satisfy the valuable customers.

To assume |eadership rolein the technol ogical advancement of the
industry.

To benefit the customers, employees and
shareholders and to fulfill our commitments to the society.

Our trademark is honesty, innovation, fairness, teamwork of our people
and integrity in relationship with our customers, associates,
shareholders, community and stake holders.
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NOTICE OFANNUAL GENERAL MEETING

NOTICEISHEREBY GIVEN that the Forty ThirdAnnual General Meeting of Dewan Khalid TextileMillsLimited
(“DKTML" or “the Company”) will be held on M onday, October 26, 2020, at 11:30 a.m. at Dewan Cement Limited
Factory Site, at DehDhando, Dhabeji, District Malir, Karachi, Pakistan; to transact the following businesses upon
recitationfrom Holy Qur’ aanand other religiousrecitals:

ORDINARY BUSINESS:
1. Toconfirmthe minutes of the preceding Annual General Meeting of the Company held on Thursday, October 24,
2019,

2. Toreceive, consider, approve and adopt the annual audited financia statementsof the Company for theyear ended
June 30, 2020, together with the Directors' and Auditors’ Reportsthereon;

3. Toconfirmthe appointment of the Statutory Auditors’ of the Company for theyear ended June 30, 2021, and to fix
their remuneration;

4. Toconsider any other businesswith the permission of the Chair. By order of the Board

Muhammad Hanif German
Karachi: September 28, 2020 Company Secretary

NOTES:
1. TheShareTransfer Booksof the Company will remain closed for the period from October 19, 2020 to October 26,
2020 (both daysinclusive).

2. Members are requested to immediately notify change in their addresses, if any, at our Shares Registrar Transfer
Agent BMF Consultants Pakistan (Private) Limited, located at Anum Estate Building, Room No. 310 & 311, 3rd
Floor, 49, Darul Aman Society, Main Shahrah-e-Faisal, adjacent to Baloch Colony Bridge, Karachi, Pakistan.

3. A member of the Company entitled to attend and vote at this meeting, may appoint another member as his/her
proxy to attend and vote instead of him/her. Proxies, in order to be effective, must be received by the Company at
the abovesaid address, not |essthan 48 hoursbeforethe meeting.

4. CDC Account holders will further have to observe the following guidelines, as laid down in Circular 01 dated
January 20, 2000, issued by the Securitiesand Exchange Commission of Pakistan:

a) ForAttendingMeeting:

i) Incaseof individual, theaccount holder or sub-account holder, and/or the person whose securitiesarein group
account and their registration detail s are upl oaded as per the regulations, shall authenticate his/her identity by
showing hig’her original National Identity Card (CNIC), or original passport at the time of attending the
meeting.

ii) In case of corporate entity, the Board of Directors’ resolution/power of attorney, along with the specimen
signatureof thenominee, shall be produced (unlessit hasbeen provided earlier) at thetime of meeting.

b) For AppointingProxies:

i) Incaseof individual, theaccount holder or sub-account hol der, and/or the person whose securitiesarein group
account and their registration detail sare uploaded as per the regul ations, shall submit theproxy formasper the
aboverequirements.

i) Two persons, whose names, addresses, and CNIC numbers shall be mentioned on the form, shall witness
theproxy.
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iii) Attested copies of CNIC or passport of the beneficial owners and proxy shall be furnished along with the
proxy form.

iv) Theproxy shall producehis/her original CNIC or original passport at thetime of themeeting.

v) In case of corporate entity, the Board of Directors' resolution/power of attorney, along with the specimen
signature of the nomineg, shall be produced (unlessit has been provided earlier) along with the proxy formto
the Company.

5. Noticeto Shareholder swhohavenot provided CNIC:
CNIC of the shareholders is mandatory in terms of directive of the Securities and Exchange Commission of
Pakistan containedin S.R.O. 831(1)/2012 dated July 05, 2012 for theissuance of future dividend warrantsetc. and
in the absence of such information, payment of dividend may be withheld in term of SECP’s above mentioned
directive. Therefore, the sharehol derswho havenot yet provided their CNICsareonce again advised to providethe
attested copiesof their CNICsdirectly to our SharesRegistrar without any further delay.

6. Mandatefor E-DIVIDENDSfor shareholders:

In order to make process of payment of cash dividend more efficient, e-dividend mechanism has been envisaged
where sharehol ders can get amount of dividend credited into their respective bank accounts el ectronically without
any delay. Inthisway, dividendsmay beinstantly credited to respective bank accounts and there are no changes of
dividend warrants getting lost in the post, undelivered or delivered to the wrong address, etc. The Securities and
Exchange Commission of Pakistan (SECP) through Notice No. 8(4) SM/CDC 2008 dated April 5, 2013 had
advised all Listed Companiesto adopt e-dividend mechanism dueto thebenefitsit entail sfor shareholders. Inview
of the above, you are hereby encouraged to provide a dividend mandate in favor of e-dividend by providing
dividend mandateformduly filledinand signed.

7. ElectronicTransmission of Financial StatementsEtc.:
SECPthrough its notification No. SRO 787(1)/2014 dated September 8, 2014 has allowed companiesto circulate
Annual Audited Financial Statements along with Notice of Annual General Meeting through email instead of
sending the samethrough post, to those memberswho desiresto avail thisfacility. The memberswho desireto opt
toreceiveaforesaid statementsand notice of AGM through e-mail are requested to providetheir written consent on
the Standard Request Form available on the Company’'s website:
http://www.yousuf dewan.com/DK TML/index.html
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CHAIRMAN'SREVIEW

| am pleased to present a report on the overall performance of the Board of Directors and effectiveness of the role
played by theboardin achieving the company’sobjectives. The board of directorsisresponsiblefor the management of
the company, which formulates all significant policies and strategies. The board is governed by relevant laws &
regulationsanditsobligation, rights, responsibilitiesand dutiesare as specified and prescribed therein.

The Board of Directors comprisesof individual swith diversified knowledge who endeavour to contribute towardsthe
aim of the Company withthebest of their abilities.

Anannual self evaluation of the Board of Directors of the Company iscarried out. The purpose of thisevaluationisto
ensure that the Board's overall performance and effectivenessis measured and benchmarked against expectationsin
the context of objectivesset for the Company.

Due to Covid-19 and pandemic situation, company was unable to conduct 3rd Quarter Board of Directors meeting
which waslater conducted on 25-Sep-2020.The Board of Directors of the Company received agendas and supporting
material in advance prior to the board and its committee meetings. All Directors are equally involved in important
decisions. TheBoard' soverall performanceand effectivenessfor theyear under review was satisfactory.

e

Haroon Igbal
Chairman Board of Directors

Date: September 28, 2020
Place: Karachi.
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DIRECTORS REPORT

INTHE NAME OF ALLAH,;
THE MOST GRACIOUSAND MERCIFUL
IFYE GIVE THANKS, | WILL GIVE YOU MORE (HOLY QURAN)

Dear Shareholder(s),
Assalam-o-Alykum!

The Board of Directors of your Company are pleased to present the Annual Audited Financial Statements of the
Company for theyear ended June 30, 2020 together withtheAuditors’ Report thereon.

Overview

The Textile industry in Pakistan is the largest manufacturing sector and the second largest employment generating
sector and has been major contributor in Foreign Exchange earnings of the Country. During thefirst half of financial
year 2019-20 under review, domestic industry faced immense challenge of contractionary economic policies coupled
with highestinflationrateinrecenttimes. Thissituation aggravated further inthe second half of current financia year
dueto theemergence of COV I D-19 pandemic which has caused major disruptionsto economic activitiesfor thewhole
world including Pakistan. COVID-19 was also catastrophic for Pakistan’s already ailing economy. The pandemic has
eroded the Country’s economic growth which demonstrated its worst performance in past 68 years, as per the
provisional estimates, Pakistan’sreal GDPis set to contract at 0.4 per cent in FY 20. The drop in domestic and global
demand compounded the strain on the economy. Higher inflation and rupee deval uation continued to exert significant
pressureontheoverall economy in general and the manufacturing industry in particul ar, during FY 20.

The Government of Pakistan responded swiftly to this situation and accordingly the State Bank of Pakistan (SBP)
dlashed the policy rate by a cumulative 625 basis points. SBP launched new refinancing schemes to support
employment, new investments and BMR. Together with the government’s stimulus package, these measures are
helping to cushion the impact of COVID-19 outbreak. Beyond their immediate positive impact, these measures are
expected to support the post-COV 1 D-19 economic recovery aswell.

Operatingresultsand performance(Factory shutdown):
Theoperating resultsfor theyear under review areasfollows:

" Rupees’

SALES (NET) =

COST OF SALES (69,680,849)
GROSSLOSS (69,680,849)
OPERATING EXPENSES 3,998,900
OPERATING LOSS (65,681,949)
FINANCE COST (22,664,922)
LOSSBEFORE TAXATION (88,346,871)
TAXATION 14,057,969
LOSSAFTER TAXATION (74,288,902)

Company’s net sale for the year remained nil due to closure of operations. The Company, for the time being, has
suspended its manufacturing operations since August 2016 which could not be resumed due to adverse scenario faced
by theindustry, |esser market demand and working capital constraints.

In financial year ended 2012, Company had settled with its lenders through Compromise Agreement against which
consent decrees had been passed by the Honorable High Court of Sindh, Karachi. Company’sshort term and long term
loans had been rescheduled in the form of long term loans, however certain banks having suits of Rs.275.008 million,
did not accept the restructuring proposal. Consequent to default in repayment of restructured liabilities as per
compromise agreement, thelendersfiled for execution of consent decrees. The Company filed suitsin HonorableHigh
Court of Sindh at Karachi wherein it has been strongly contested that filing of executionsisunjust and against thelaw.
Management of the Company expectsfavorabl e outcometherefrom.
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TheAuditors of the company have expressed adverse opinion in their report, on going concern assumption, default in
repayment of installmentsof restructured liabilitiesand rel ated non-provisioning of mark-up.

Thefinancial statements have been prepared on going concern assumption as the company approached itslendersfor
further restructuring of itsliabilities, whichisin process. Company is hopeful that such restructuring will be effective
soon and will streamline the funding requirements of the Company which will ultimately help the management to
resume the operation with optimum utilization of production capacity. Therefore, the preparation of financial
statementsusing going concern assumptionisjustified, asexplainedinnote, 1.1 tothefinancial statements.

As certain banks covering suits amounting to Rs 275.008 million has not yet accepted the restructuring proposal and
also one of the banks had filed a winding up petition under section 305 of the Companies Ordinance, 1984. The
Company strongly contested the cases as banks have filed wrong claims. The management of the Company expects
favorable outcome. The management of the Company is quite hopeful that these banks will also accept restructuring
proposal in near future. Accordingly, no provision of thesaid mark-up hasbeen madein thesefinancial statements.

The company has approached itslendersfor further restructuring of itsliabilities, which isin process. Management is
hopeful that such revision will befinalized soon asfully explained in note 7.1.2 to the financial statements. Moreover,
the markup outstanding up to the date of restructuringisRs.85.516 millionwhich the company would beliabletopay in
the event of default of terms of agreement. The management is confident that upon finalization of restructuring this
amount will remain eligiblefor waiver, henceno provision of the same hasbeen madein thesefinancial statements.

FutureOutlook

The management is optimistic about business environment as the steps taken by the Government in the form of
deferment of principal loan payments, reduction ininterest rates and availability of funds at nominal cost for payment
of workers' wages and salaries helped in business stability during current turbulent time of COVID-19 pandemic.
Pakistan did manage to contain the economic impact through its effective lockdown strategy, and we are already
witnessing signs of recovery as the global economic activity has gained some momentum after relaxation of
lockdowns. Assuch, the situation in Pakistan has witnessed a sharp recovery in Jul 2020, with exportsincreasing by
14.40% as compared to the corresponding period. If the situation continuesto improve further and the global economy
witnessesapauseinthecrisis, we can hopethat the economic activitieswill start growing.

In addition to above the biggest challengefor theindustry islow production of cotton crop in the country dueto which
cotton has to be imported which puts the domestic products at comparative disadvantage against other producing
countries. On the domestic front, depreciation of PKR, recovery of global prices of crude oil are expected to have
inflationary impact which may pose risk to stable economic outlook. After taking all these factors into the account,
management of your company expects gradual revival of economic activities in domestic market. Some further
initiativesfromthegovernment aredirely needed in order to makethetextileindustry sustainable.

Corporate Social Responsibilities

We are also committed to Corporate Social Responsibility (CSR) and integrating sound social practicesin our day to
day business activities. The Company is committed to make conscious effort to consider and balance theinterest of al
stakeholders, in particular the community in which welive and workerswho arethe core of our business. We measure
our success not only in terms of financial criteria but aso in building customer satisfaction and supporting the
communitiesweserve.

Health, Safety and Environment

Themanagement of thecompany isawareof itsresponsibility to provideasafeand healthy working environment to our
associatesand give highest priority toit. Our safety cultureisfounded onthe premisethat all injuriesare preventableif
duecareistaken. Continual effortsfor provision of safe, heal thy and comfortableworking conditionsfor theemployees
aremade. Wefollow up and investigate on all incidents and injuriesto addresstheir root causes. We believethat safety
and healthisajourney of continuousimprovement and eternal diligence. Wewill continueto take stepsto improvethe
safety and health of all of our associates.

Human Resource

The management of the Company is committed to excellence and has a clear vision that human resources and strong
leadership practices are important enablers of high productivity and sustainable competitive advantage of our
Company. Therefore, management of the Company gives much importance to the optimal use of human resources by
way of training proper guidance, motivation and incentive schemesfor theemployees.
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Corporateand Financial Reporting ) o
Your Company is committed to good corporate governance. The Board acknowledges its responsibility in respect of
Corporate and Financial Reporting Framework. TheDirectorsconfirmthat:

1. Thefinancia Statementspresented by the management of the Company give, subject to auditor’sreport, afair
account of thestate of affairs, theresultsof itsoperations, cash flow and changesin equity.

2. Proper booksof accountshave been maintained.

3. Accounting policies have been consistently applied in the preparation of financial statements, except for
certain changes whose impact have been appropriately disclosed in the financial statements and accounting
estimatesare based on reasonable and prudent judgment.

4. International Financial Reporting Standards as applicable in Pakistan have been followed in preparation of
financial statementsand any departuretherefrom, if any, hasbeen adequately disclosed.

5. Thesystem of internal controls, whichisin place, is sound in design and has been effectively implemented
and monitored.

6. Therehasbeennomaterial departurefromthebest practicesof thecorporate governance
7. TheCompany hasconstituted an Audit Committeefrom amongst the non-executivemembersof itsBoard.

8. TheBoardhasprepared and circul ated a Statement of Ethicsand Business Practicesamongst itsmembersand
the company’semployees.

9. There are no doubts upon the company’s Going Concern except as disclosed in note 1.1 to the financial
Statements.

10. Informationregarding the outstanding taxesand leviesisgiveninthenotesto thefinancial statements.

11. Asrequired under the Code of Corporate Governance, the following information has been presented in this
report:

i) Patternof Shareholding; )
i) Sharesheld by associated undertaking and rel ated persons;

Board
The Board of Directors comprises of individualswith diversified knowledge who endeavor to contribute towardsthe
aim of the Company with the best of their abilities. The Board of Directors as of June 30, 2020 consisted of the

following:

Directors Numbers
a) | Mae 7

b) | Female None*
Composition Numbers
a) | Independent Director 1

b) | Other Non-executive Directors 5

¢) | Executive Director 1

* The requirement to have Female representation in the Company’s board will be complied upon reconstitution of the Board.

During the year three meetings of the Board were held. The attendance of directors was as follows:

Names No. of Meetings
attended
Mr. Haroon Igbal 3

Mr. Aziz-ul-Hague

Mr. Muhammad Bagjir Jafferi

Mr. Ishtiag Ahmed

Mr. Muhammad Naeemuddin Malik
Mr. Imran Ahmed Javed

Mr. Zafar Asim
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L eaveof absencewasgranted to directorswho could not attend these meetings.
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Audit Committee

Audit committee was established by the Board to assist the Directorsin discharging their responsibilitiesfor Corporate
Governance, Financial Reporting and Corporate Control. The committee consists of three members. Majority of
membersincluding thechairman of thecommitteeare non-executivedirectors.

Duringtheyear, threeAudit Committee meetingswereheld and attendancewasasfollows.

Names No. of Meetings
attended
Mr. Aziz-Ul-Haque — Chairman 3
Mr. Haroon Igbal 3
Muhammad Naeemuddin Malik 3

Human Resour ceand Remuner ation Committee

Human Resource and Remuneration Committee was established by the Board to assist the Directors in discharging
their responsibilities with regard to devising and periodic reviews of human resource policies. It also assistsBoard in
selection, eval uation, compensati on and successi on planning of key management personnel.

The committee consists of three members. During the year one Human Resource and Remuneration committee
meeting washeld and attendancewasasfollows

Names No. of Meetings
attended
Mr. Aziz-Ul Hague — Chairman 1
Mr. Haroon Igbal 1
Mr. Ishtiag Ahmed 1

Earningsper Share
Basic (L oss) per shareduring the period under report worked out to Rs(7.73) [2019: Rs. (7.92)]

Appointment of Auditors

The present auditors, M/s. Feroze Sharif Tariq & Co., Chartered Accountants, retire and being eligible, have offered
themselves for re-appointment. The Board of Directors of your company, based on the recommendations of the Audit
Committee of the board, proposes M/s. Feroze Sharif Tariq & Co., Chartered Accountants, for reappointment as
auditorsof thecompany for theensuing year.

Patter n of Shareholding
The prescribed shareholding information, both under the CompaniesAct, 2017, and the Listing Regulations, vis-a-vis,
Codeof Corporate Governance, isattached at the end of thisreport.

K ey operatingand financial data
K ey operating and financial datafor preceding six yearsisannexed.

Subsequent Events ) ) ) ) N
Thereareno material changesand commitmentsaffecting thefinancial position of the Company between theend of the
financial year and thedate of thisreport.

Voteof Thanks& Conclusion
Onthebehalf of the Board, we appreciate the valuable, loyal, and commendabl e services rendered to the Company by
itsexecutives, membersof the staff and workers

In conclusion, we bow, beg and pray to Almighty Allah, Rahman-o-Ar-Rahim, in the name of our beloved Prophet
Muhammad (peace be upon him) for the continued showering of his blessings, guidance, strength, health, and
prosperity to us, our company, country and nation; and also pray to Almighty Allah to bestow peace, harmony,
brotherhood, and unity intruelslamic spirit to whol e of the Muslim Ummah; Ameen; SummaAmeen.

o d,( LO-MY LORD ISINDEED HEARER OF PRAYER (HOLY QURAN) % .
. By and under Authority of the Board of Directors
Ishtiag Ahmed Haroon Igbal
CEO & Director Chairman Board of Directors

Karachi, September 28, 2020
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FINANCIAL HIGHLIGHTS

2015 2016 2017 2018 2019 2020

(Rupeesin Million)

Sale (Net) 716.61 348.86 36.12 - - -

Gross Profit / (L0ss) (84.38) (184.41) (98.75) (93.68) (81.50) (69.68)
(Loss) / Profit befor Tax (120.40) (248.26) (138.19) (211.35) (92.24)  (88.35)
(Loss) / Profit after Tax (100.24) (282.64) (123.39) (185.05) (76.15)  (74.29)
Current Assets 498.00 281.00 24440 12473 116.17 114.25
Shareholder's Equity 337.00 (.53 193.89 1445 (56.73) (131.02)
Current Liabilities 647.00 625.00 651.00 65747 644.82 73844
Current ratio (Times) 0.77 0.45 0.38 0.19 0.18 0.15

(Loss)/ Earning per Share(Rs)  (17.49) (42.76)  (13.07) (19.25) (7.92) (7.73)
Breakup value per share (Rs.) 59.22 (0.23) 20.54 150 (5.90) (13.63)
Gross(Loss) / Profit Ratio (%) -11.78% -52.86% -273.40% 0.00% 0.00%  0.00%

Net (Loss)/ profit Ratio (%) 13.99% (81.02) (341.60) 0.00% 0.00%  0.00%
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Satement of Compliance with Listed Companies
(Code of Corporate Gover nance) Regulations, 2017

For theYear Ended June 30, 2020
Thecompany hascomplied with the requirementsof the Regul ationsinthefollowing manner:
1. Thetotal number of directorsaresevenasper thefollowing:

a) Mae 7
b) Female : None*

:‘hTrée re%ui rement to have Female representation in the Company’ s board will be complied upon reconstitution of
e Board.

2. Thecompositionof boardisasfollows:

a) Independent Director : Mr.Aziz-ul-Haque
b) Other Non-executiveDirectors : Mr.Haroonlgbal
Mr. Zafar ASim

Mr. ImranAhmed Javed
Mr. Muhammad Naeemuddin Malik
Mr. Muhammad Bagar Jafferi

c) ExecutiveDirectors : Mr.IshtiagAhmed

3. Six Directors have confirmed that they are not serving as Director in more than seven listed Companiesincluding
thisCompany, however, oneDirector isserving asDirector inmorethan sevenlisted Yousuf Dewan Companies.

4. The company has prepared a Code of Conduct and has ensured that appropriate steps have been taken to
disseminateit throughout the company along withitssupporting policiesand procedures.

5. The board has developed a vision/mission statement, overall corporate strategy and significant policies of the
company. A complete record of particulars of significant policies along with the dates on which they were
approved or amended hasbeen maintained.

6. All the powersof the board have been duly exercised and decision on relevant matters have been taken by board/
shareholdersasempowered by therelevant provisionsof theAct and these Regul ations.

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 compiled with requirements of Act and the regulations with respect to
frequency, recording and circul ating minutes of meeting of board.

8. Theboard of directorshaveaformal policy and transparent proceduresfor remuneration of directorsinaccordance
withtheAct and these Regulations.

9. FiveDirectorsarequalified under thedirectorstraining program. During theyear the board did not arrangetraining
program. However, wewill arrangethe samein the next coming session.

10. The board has approved appointment of CFO, 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. CFOand CEOduly endorsed thefinancia statementsbeforeapproval of theboard.

12. Theboard hasformed committeescomprising of membersgiven below:

a) Audit Committee : Mr.Aziz-ul-Hague Chairman
Mr. Muhammad NaeemuddinMalik Member
Mr. Haroon Igbal Member

b) HRandRemunerationCommittee :  Mr.Aziz-ul-Haque Chairman
Mr. Haroon Igbal Member
Mr. IshtiagAhmed Member
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13. Thetermsof reference of the af oresaid committees have been formed, documented and advised to the committee
for compliance.

14. Thefrequency of meetings(quarterly/half yearly/ yearly) of thecommitteewereasper following:
a) Audit Committee . 3quarterly meetingsduring thefinancial year ended June 30, 2020

b) HRandRemunerationCommittee :  1annual meeting held duringthefinancial year ended June 30, 2020

15. The board has set up an effective internal audit function. The staffs are considered suitably qualified and
experienced for the purpose and are conversant with the policiesand 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 | CAPand registered with Audit Oversight Board of Pakistan, that they or any
of the partnersof thefirm, their spousesand minor children do not hold shares of the company and that thefirm and
all itspartnersarein compliancewith International Federation of Accountants (IFAC) guidelines on code of ethics
asadopted by thel CAP.

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 guidelinesinthisregard.

18. Weconfirmthat all other requirementsof the Regul ationshave been complied with.

Ishtiag Ahmed Haroon Igbal

CEO & Director Chairman Board of Directors

Karachi, September 28, 2020
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FEROZE SHARIF TARIQ & CO.

Chartered Accountants

4-N/4, BLOCK 6, P.E.C.H.S.,

KARACHI 75400

Voice: (+9221) 4540891
(+9221) 4522734

Facimile: (+9221) 4540891

Email:  fstc.ca@gmail.com

FEROZE SHARIF TARIQ & CO.

INDEPENDENT AUDITORS REVIEW REPORT
TO THE MEMBERS OF DEWAN KHALID TEXTILE MILLSLIMITED

Review Report on the Statement of Compliance contained in Listed Companies (Code of Corporate Governance)
Regulations, 2019

We have reviewed the enclosed Statement of Compliancewith the Listed Companies(Code of Corporate Governance)
Regulations, 2019 (the Regulations) prepared by the Board of Directors of Dewan Khalid Textile Mills Limited (the
Company) for theyear ended June 30, 2020 in accordance with the requirements of regul ation 36 of the Regul ations.

The responsibility for compliance with the Regulations is that of the Board of Directors of the Company. Our
responsibility isto review whether the Statement of Compliancereflectsthe status of the Company’s compliance with
theprovisionsof the Regulationsand report if it doesnot and to highlight any non-compliancewith the requirements of
the Regulations. A review is limited primarily to inquiries of the Company’s personnel and review of various
documentsprepared by the Company to comply with the Regul ations.

As apart 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 ontheeffectivenessof suchinternal controls, the Company’scorporate governance proceduresand risks.

The Regulations require the Company to place before the Audit Committee, and upon recommendation of the Audit
Committee, place beforethe Board of Directorsfor their review and approval, itsrelated party transactionsWeareonly
required and have ensured compliance of thisrequirement to the extent of the approval of therelated party transactions
by the Board of Directorsupon recommendation of theAudit Committee.

Following instances of Non-complianceswith the requirements of the Code were observed which are not stated in the
Statement of Compliance.

a) Thecompositionof board hasincludesoneindependent director Mr. Aziz ul Hagque, whereasin our opinion he
does not meet the criteria of independence due to his cross director ship in other group companies. Further,
Code requiresindependent directors shall not belessthan two or onethird of thetotal members of the board,
whichever ishigher, whereasboard include oneindependent director.

b) The chairman of Audit committee shall be an independent director, whereasin our view Mr. Aziz ul Hague
doesnot meet the criteriaof independence duetothereasonreflectinpara(a) above.

¢) Thechairman of Human Resource and Remuneration Committee shall be an independent director whereasin
our view Mr. Aziz ul Haque does not meet the criteria of independence dueto the reason reflect in para(a)
above.

Based on our review, except for the above instances of non-compliance, nothing has come to our attention which
causes usto believethat the Statement of Compliance does not appropriately reflect the Company’s compliance, in all
material respects, with the requirements contained in the Regul ations as applicable to the Company for the year ended
June 30, 2020.

Furthermore, we highlight that the company hasno femaledirector onitsboard and one of the Director of the company
is serving as directorsin more than seven listed Companies as reflected in the Paragraph 1 and 3 of the Statement of
Compliancerespectively.

e Oof o e
Dated: September 28, 2020 Chartered Accountants
Place : Karachi: (Muhammad Ghalib)
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FEROZE SHARIF TARIQ & CO. Chartered Accountants.

4-N/4, BLOCK 6, P.E.C.H.S.,
KARACHI 75400

Voice: (+9221) 4540891
(+9221) 4522734
Facimile: (+9221) 4540891

INDEPENDENT AUDITORS REPORT Email:  fstc.ca@gmail.com
TO THE MEMBERS OF DEWAN KHALID TEXTILE MILLSLIMITED
Report ontheAudit of theFinancial Statements

AdverseOpinion

We have audited the annexed financial statements of Dewan Khalid Textile mills Limited (the Company), which comprise
thestatement of financial position asat June 30, 2020, and the statement of profit or lossand other comprehensiveincome, 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 theinformation and explanationswhich, to the best of our knowledge and belief, were necessary for the purposes
of theaudit.

In our opinion and to the best of our information and according to the explanations given to us, because of the significance of
the matters described in Basis for Adverse opinion Paragraph, the statement of financial position, the statement of profit or
loss and other comprehensive income, the statement of changesin equity and the statement of cash flows together with the
notesforming part thereof don not conform with the accounting and reporting standards as applicablein Pakistan and do not
givetheinformation required by the CompaniesAct, 2017, in the manner so required and respectively do not give atrue and
fair view of the state of the Company’saffairsasat June 30, 2020 and of thelossand other comprehensiveloss, the changesin
equity and itscash flowsfor theyear then ended.

Basisfor Adver seOpinion

We conducted our audit in accordance with International Standards on Auditing (1SAS) 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 Ethicsfor Professional Accountants as adopted by the Institute of Chartered A ccountants of
Pakistan (the Code) and we have fulfilled our other ethical responsibilitiesin accordance with the Code. We believe that the
audit evidencewe have obtai ned i ssufficient and appropriateto provideabasisfor our adverseopinion.

a) The financial statements of the company for the year ended June 30, 2020 as disclosed in note 1.1 to the financial
Statements reflect loss after taxation of Rs. 74.289 (2019: Rs. 76.145) million and as of that date it has accumulated
losses of Rs. 638.469 (2019: Rs. 598.587) million and its current liabilities exceeded its current assets by Rs. 624.196
(2019: Rs. 548.648) million without providing markups of Restructured and other liabilities and asrefer in below para
(b). The operations of the company were closed from August 2016 due to working capital constraints. Furthermore, the
company defaulted in repayments of installments of restructured long term liabilities and short term finance facilities
have expired and not been renewed by banksamounting to Rs. 403.90 million, hence asper thetermsof therestructuring
under clause 10.2 of the compromise agreement the entire restructured debt amounting to Rs. 104.008 million along
with mark up of Rs. 85.516 million (eligible for waiver outstanding as of date of restructuring) have immediately
become payabletherefore provision for markup should be madein thesefinancial statements. Moreover, certainlenders
arein litigation with the company, the aggregate suit amount is Rs.275.008 million (the company have also not provide
markup on the same Loan). Further, one of the lender have aso filed winding up petition also some of financia
Institutionsfilled suit for execution of decree asdisclosed in note 13.2 to thefinancial statements. These conditionslead
us to believe that the going concern assumption used in preparation of these financial Statements is inappropriate;
consequently theassetsand liabilitiesshould have been stated at their realizabl e and settlement amountsrespectively.

b) In addition to above, since the proposal, has not been accepted so far and the lenders, instead of the accepting the
restructuring Proposal, have preferred to filed suit against the company, therefore the provision of mark up should be
madeinthefinancial statements. Had theprovisionsfor themark up, asdiscussed in preceding paragraphs, been madein
thesefinancial statements, the loss after taxation would have been higher by Rs. 538.046 (2019: Rs. 511.361) million
and markup payablewould have been higher and sharehol ders' equity would have been lower by Rs. 538.046 (2019: Rs.
511.361) million.

KeyAudit Matters

Except for the matter described in the Basis for Adverse Opinion section, we have determined, 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
year. These matters were addressed in the context of our audit of the financial statements as a whole, and in forming our
opinionthereon, and we do not provide aseparate opi nion on these matters.
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Following aretheKey Audit Matters:

S.No.

Key Audit Matters

How the matter was addressed in our audit

1

Unprovided Mark up on Financial Institutions L oan dueto Litigation

The company's exposure to huge bank loan,
unprovided liabilities for mark-up
aggregating to Rs. 538.046 (2019: Rs.
511.361) million were shown (note 13.1
and 25.1 of financia statements) as this
liability has not settled with the Banks our
audit report is also qualified on said
unprovided liability due to litigation with the
financial institutions for restructuring of the
Loan

We reviewed and understood the
requirements of the departure from I1AS 24
Borrowing Cost:

 Considered the management’s process for
Calculating the markup and disclosure made
inthefinancial Statements' ..

* Recal culate the mark up loan wise to Check
theaccuracy.

» Verified on test basis the supporting
evidence for the additional disclosures and
ensured appropriateness of the disclosures
made.

Discuss with senior management for the
reason for non providing the markup and seen
litigationgrounds.

Obtain legal Councils Confirmation to
grounds where the company contesting the
litigation for the restructuring of the
companies|oans.

Contingencies

The Company issubject to material litigations
involving different courts pertaining to GIDC
and Recovery of Loans by Financial
Institutions, which requires management to
make assessment and judgments with respect
tolikelihood andimpact of suchlitigations.

Management have engaged independent legal
counsel on these matters. The accounting for,
and disclosure of, contingencies is complex
and is a matter of most significance in our
audit because of the judgments required to
determine the level of certainty on these
matters.

The details of contingencies along with
management’s assessment and the related
provisions are disclosed in note 13.3 to the
financial statements.

Thereis an inherent risk that legal exposures
arenot identified and considered for financial
reporting purposes on a timely basis,
therefore, considered to be akey audit matter.
Importantly, the decision to recognize a
provision and the basis of measurement are
judgmental.

Inresponsetothismetter, our audit procedures
included:

Discussing legal cases with the legal
department to understand the management’s
view point and obtaining and reviewing the
litigation documents in order to assess the
factsand circumstances.

Obtaining independent opinion of legal
advisors dealing with such cases in the form
confirmations.

We also evaluated the legal casesin line with
the requirements of IAS 37: Provisions,
contingent liabilitiesand contingent assets.

The disclosures of legal exposures and
provisions were assessed for completeness
and accuracy

In view of the significant judgements
required, we evaluated the Company’s
assessment of the nature and status of
litigation, claims and provision assessments,
if any, and discussed with management to
understand the legal position and the basis of
material risk positions. We received legal
letters from the Company’s external counsel
setting out their viewsin major cases.

Specificaly, we challenged the timing of
recognition for cases where there was
potential exposure but it was not clear that a
provision should be raised e.g. where
obtaining reliableestimatesarenot considered
possible.
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As set out in the financial statements, the
outcome of litigation and regulatory claims
are dependent on the future outcome of
continuing legal and regulatory processesand
consequently the calculations of the
provisionsaresubject toinherent uncertainty.

Information Other than theFinancial Satementsand Auditor’sReport Thereon
Management isresponsiblefor the other information. The other information comprisestheinformationintheAnnual Report,
but doesnot includethefinancia statementsand our auditor’ sreportsthereon.

Our opinion on the financia statements does not cover the other information and we do not express any form of assurance
conclusionthereon.

In connection with our audit of the financial statements, our responsibility isto read the other information and, in doing so,
consider whether the other informationismaterially inconsistent with the financial statementsor our knowledgeobtainedin
theaudit or otherwise appearsto bematerially misstated. If based onthework performed, we concludethat thereisamaterial
misstatement of thisother information; werequired toreport that fact. We havenothing toreport inthisregard.

Responsibilitiesof M anagement and Boar d of Director sfor theFinancial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
Accounting and Reporting Standards as applicablein Pakistan and requirements of companiesAct 2017 (XIX of 2017), and
for suchinternal control asmanagement determinesisnecessary to enablethe preparation of financial statementsthat arefree
frommaterial misstatement, whether dueto fraud or error.

In preparing thefinancial statements, management is responsible for assessing the company’s ability to continue asagoing
concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless
management either intendsto liquidatethe Company or to cease operations, or hasnorealistic alternative but to do so.

TheBoard of Directorsareresponsiblefor overseeing thecompany’ sfinancial reporting process.

Auditor’sResponsibilitiesfor theAudit of theFinancial Satements

Our objectives are to obtain reasonabl e assurance about whether the financia statements as awhole are free from material
misstatement, whether dueto fraud or error, and to issue an auditor’ sreport that includes our opinion. Reasonabl e assurance
isahigh level of assurance, but is not aguarantee that an audit conducted in accordance with |SAs 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 onthebasisof thesefinancial statements.

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional judgment and maintain
professional skepticismthroughout theaudit. Weal so:

e ldentify 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
appropriateto provideabasisfor our opinion. Therisk of not detecting amaterial misstatement resulting fromfraud
is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or theoverrideof internal control.

e 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’sinternal control.

»  Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
rel ated di sclosuresmade by management.

e 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’sability to continueasagoing concern. If we concludethat amaterial uncertainty
exists, wearerequired to draw attention in our auditor’sreport to the related disclosuresin thefinancial statements
or, if such disclosures are inadequate, to 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
ceaseto continueasagoing concern.

» Evauatetheoverall 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.
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We communicate with the Board of Directors regarding, anong other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficienciesininternal control that weidentify during our audit.

We also provide the Board of Directorswith astatement that we have complied with relevant ethical requirements regarding
independence, and to communicatewith themall rel ationshipsand other mattersthat may reasonably bethought to bear on our
independence, and whereapplicable, related safeguards.

From the matterscommunicated the Board of Directors, we determinethose mattersthat were of most significancein theaudit
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 sowould reasonably beexpected to outwei gh the publicinterest benefits of such communication.

Report on Other L egal and Regulatory Requirements
Based on our audit except for the matter discussed in basisfor adverse opinion section, wefurther report that in our opinion:

(a) proper booksof account have been kept by the Company asrequired by the CompaniesAct, 2017 (X1X of 2017);

(b) because of the matters described in Basis for Adverse Opinion section, the statement of financial position, the
statement of profit or loss and other comprehensiveincome, the statement of changesin equity and the statement of
cash flows together with the notes thereon have not been drawn up in conformity with the Companies Act, 2017
(XIX of 2017) however, the samearein agreement with the booksof account and returns;

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

(d) Nozakat wasdeductibleat source under the Zakat and Ushr Ordinance, 1980 (X V11 of 1980).

Theengagement partner ontheaudit resulting in thisindependent auditor’ sreport isM ohammad Tariq.

Dated: September 28, 2020 w M;? 6

Place : Karachi: Chartered Accountants
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STATEMENT OF FINANCIAL POSITION

ASAT JUNE 30, 2020

EQUITY AND LIABILITIES
SHARE CAPITAL & RESERVES
Authorized share capital
15,000,000 (June 30, 2019: 15,000,000) ordinary shares of Rs. 10/- each

Issued, subscribed and paid-up capital
Revenue reserves
Revaluation surplus on property plant and equipment (Capital reserve)

NON CURRENT LIABILITIES
Long Term Loan
Provision for staff gratuity
Deferred taxation

CURRENT LIABILITIES
Trade and other payables
Mark-up accrued on loans
Short term borrowings
Unclaimed dividend
Current and over due portion of syndicated long term Loan
Provision for income tax

CONTINGENCIESAND COMMITMENTS

ASSETS
NON CURRENT ASSETS
Property, plant and equipments
Long term investment
Long term deposits

CURRENT ASSETS
Stores, spares and loose tools
Stock-in-Trade
Trade debts
L oans and advances
Statutory Balances and Other Receivables
Income tax refunds and advances
Cash and bank balances

The annexed notes form an integral part of these financial Satements

gt S

/>
I shtiag Ahmed Muhammad Irfan Ali
CEO & Director Chief Financial Officer

Notes

oo

10

n

12

13

14
15

16
17
18
19
20

21

June 30, June 30,
2020 2019
(Rupees)

150,000,000 150,000,000
96,107,590 96,107,590
(638,468,575) (598,597,459)
411,343,336 445,761,122
(131,017,649) (56,728,747)
-- 51,197,358
17,295,063 17,295,063
113,835,044 127,893,013
131,130,107 145,188,076
182,840,520 180,544,605
89,669,026 73,797,746
355,583,140 300,130,923
334,741 334,741
104,007,672 104,007,672
6,006,817 6,006,817
738,441,916 664,822,504
738,554,374 804,479,191
621,468,028 685,413,787
2,840,450 2,891,075
14,853,089 15,634,830
69,530,284 69,530,284
2,134,790 2,172,883
412,746 423,908
10,185,522 10,185,522
16,195,762 16,195,762
933,703 2,031,140
114,245,896 116,174,329
738,554,374 804,479,191

e

Haroon Igbal

Chairman Board of Directors
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STATEMENT OF PROFIT ORLOSS
FOR THE YEAR ENDED JUNE 30, 2020

June 30, June 30,
2020 2019
Notes (Rupees)
Saes- net 22 -- --
Cost of sdles 23 (69,680,849) (81,501,262)
Gross ( loss) (69,680,849) (81,501,262)
Operating Expenses
Administrative and general expenses 24 (20,476,100) (10,450,657)
Reversd of provision against doubtful debts 14,475,000 17,073,830
3,998,900 6,623,173
Operating (l0ss) (65,681,949) (74,878,089)
Finance cost 25 (22,664,922) (17,356,946)
(L oss) beforetaxation (88,346,871) (92,235,035)
Taxation
- Deferred 14,057,969 16,089,842
14,057,969 16,089,842
(L oss) after taxation (74,288,902) (76,145,193)
(Loss) per share - basic and diluted 26 (7.73) (7.92)

The annexed notes form an integral part of these financial Satements

@y o ot

I shtiag Ahmed Muhammad Irfan Ali Haroon Igbal
CEO & Director Chief Financial Officer Chairman Board of Directors
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STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2020

June 30, June 30,
2020 2019
(Rupees)
(Loss) for the year (74,288,902) (76,145,193)
Other comprehensive income:
Effect of change in tax rates on balance
of revaluation on property, plant and equipment - 4,964,926
Total comprehensive (loss) for the year (74,288,902) (71,180,267)

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

@y o ot

I shtiag Ahmed Muhammad Irfan Ali Haroon Igbal
CEO & Director Chief Financial Officer Chairman Board of Directors
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STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2020

June 30, June 30,
2020 2019
Notes (Rupess)
CASH FLOW FROM OPERATINGACTIVITIES
(Loss) before Taxation (88,346,871) (92,235,035)
Adjustment for Non-Cash and Other Items:
Depreciation 63,945,759 72,404,512
(Reversal) of provision for doubtful debts (14,475,000) (17,073,830)
Provision for slow moving Store & Spare 781,741
Advance & Others A/c Written Off 61,787
Finance Cost 22,664,922 17,356,946
72,979,209 72,687,628
(15,367,662) (19,547,407)
Working Capital Charges
(Increase) / Decreasein Current Assets
Stores, spares and loose tools - 2,793,778
Trade debts 14,513,093 23,367,876
L oans and advances - 3,600
Increase/ (Decrease) in Current Liabilities
Trade and other payables 2,295,915 (3,516,590)
16,809,008 22,648,664
Taxes paid - (30,548)
Net Cash Inflow/ (Outflow) from Operating Activities 1,441,346 3,070,709
CASH FLOW FROM INVESTINGACTIVITIES
Fixed capital expenditure - -
Long term deposits -
Net Cash Inflow/ (Outflow) from Investing Activities - -
CASH FLOW FROM FINANCINGACTIVITIES
Finance cost paid (2,538,783) (2,564,267)
Net Cash Inflow/ (Outflow) from Financing Activities (2,538,783) (2,564,267)
Net Increase /(Decrease) in Cash and Cash Equivalents (1,097,437) 506,442
Cash and cash equivalents at the beginning of the year 2,031,140 1,524,698
Cash and cash equivalents at the end of the year 30 933,703 2,031,140

The annexed notes form an integral part of these financial Satements

e

Haroon Igbal
Chairman Board of Directors

7 =

I shtiag Ahmed Muhammad Irfan Ali
CEO & Director Chief Financial Officer
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STATEMENT OF CHANGESIN EQUITY
FOR THE YEAR ENDED JUNE 30, 2020

Balanceason 1 July 2018

Other comprehensive (loss) for year
(Loss) for the year
Other comprehensive income for the year

Transfer to accumulated lossin respect of
incremental depreciation - net of tax

Balance as at 30, June 2019
Balance ason July 01, 2019

Total comprehensive (loss) for year
(Loss) for the year
Other comprehensive income for the year

Transfer to accumulated lossin respect of
incremental depreciation - net of tax

Balance as at 30, June 2020

Revenue Reserves Capital Reserves
I'ssued, .
subscribed Revaluation
. General Surpluson Total
and paid-up Accumulated L oss
. Reserve property, plant &
capital .
equipment
(Rupees)
96,107,590 135,000,000 (696,844,639) 480,188,569 14,451,520
- - (76,145,193) - (76,145,193)
-- -- -- 4,964,926 4,964,926
- - (76,145,193) 4,964,926  (71,180,267)
-- -- 39,392,373 (39,392,373) --
96,107,590 135,000,000  (733,597,459) 445,761,122 (56,728,747)
96,107,590 135,000,000  (733,597,459) 445,761,122 (56,728,747)
- - (74,288,902) - (74,288,902)
- - (74,288,902) - (74,288,902)
-- -- 34,417,786 (34,417,786) --
96,107,590 135,000,000  (773,468,575) 411343336 (131,017,649)

The annexed notes form an integral part of these financial Satements

A

Ishtiag Ahmed
CEO & Director

EE

Muhammad”lrfan Ali

Chief Financial Officer

e

Haroon Igbal

Chairman Board of Directors
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NOTESTO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2020

1 Corporatelnformation
Dewan Khalid Textile Mills Limited (the Company) was incorporated in Pakistan, as a public limited
company onApril 03,1978, under the CompaniesAct, 1913 (Now the CompaniesAct, 2017) and its shares
are listed in Pakistan Stock Exchange Limited. The registered office of the company is located at 3-A,
Lalazar, Beach Hotel Road, Karachi, Pakistan; while its manufacturing facilities are located at G-11,
S.I.T.E., Kotri, Sindh, Pakistan. The Principal activity of the Company istrading, manufacturing and sale of
yarn, the operationsof the company suspended sinceAugust, 2016.

All significant transactions and eventsthat have affected the Company’s statement of financial position and
performance during theyear have been adequately disclosed either in the notesto thesefinancial statements
orintheDirectors' report.

1.1 GoingConcernAssumption

The financial statements of the company for the year ended 30 June 2020 reflect that company has
sustained a net loss after taxation of Rs.74.289 million (2019: Rs.76.145 million) and as of that date
company has negative reserves of Rs. 638.469 million which have eroded its equity. Further the
company's short term borrowing facilities have expired and not been renewed. Company defaulted in
repayment of its restructured liabilities due to liquidity crunch faced by the Company due to lesser
market demand and adverse factors being faced by the overal textile industry in the country and
working capital constraint face by the company as a result the Company, for the time being, has
suspended its manufacturing operations since August 2016. Accordingly, the entire restructured
liabilitiesalong with markup eligible for waiver (asdisclosed in note 13.1 to the financial statements)
have become immediately repayable. These conditionsindicate the existence of materia uncertainty
which may cast significant doubt about the company's ability to continue asagoing concern, therefore
the company may not beabletorealizeitsassetsand dischargeitsliabilitiesduring the normal course of
business.

Thefinancia statements hasbeen prepared on going concern assumption asthe Company approached
itslendersfor further restructuring of itsliabilitieswhich isin process. Company is hopeful that such
restructuring will be effective soon and will further streamline the funding requirements of the
Company which will ultimately help the management to resume the operations with optimum
utilization of production capacity. As the conditions mentioned in the foregoing paragraph are
temporary and would reverse therefore the preparation of financial statements using going concern
assumptionisjustified.

2 BASISOFPREPARATION
2.1 Satement of compliance
Thesefinancial statements have been prepared in accordance with the accounting and reporting standards as
applicable in Pakistan with the exception of departure of IFRS as mentioned in note 25.1 to the financial
statements, for which the management concludes that provisioning of mark-up would conflict with the
objectives of the financial statements. The accounting and reporting standards applicable in Pakistan
compriseof:

- International Financial Reporting Standards (IFRS) issued by the International Accounting
StandardsBoard (IASB) asnotified under the CompaniesAct, 2017; and

- Provisionsof and directivesissued under the CompaniesAct, 2017.

Where provisions of and directivesissued under the CompaniesAct, 2017 differ from the IFRS, the provisions of and
directivesissued under the CompaniesAct, 2017 havebeenfollowed.

2.2 Basisof measurement
Thesefinancial statements have been prepared under the historical cost convention except the obligationin
respect of gratuity which is measured at present value and certain items of property, plant and equipment
whicharecarried at revalued amounts.
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2.3 STANDARDS, AMENDMENTS, INTERPRETATION AND IMPROVEMENTS APPLICABLE
TOTHEFINANCIAL STATEMENTS

New standar ds, amendments, inter pretation and improvementseffectiveduringthecurrent year

The Company has adopted the following standards, amendments, interpretation and improvements to
International Financial Reporting Standards (1FRSs) which becameeffectivefor thecurrent year:

Standards,Amendmentsor | nter pretation

IFRS9 - Prepayment Featureswith Negative Compensation (Amendments)
IFRS 14 - Regulatory Deferral Accounts

IFRS16- Leases

IFRS16- COVID 19 Related Rent Concessions (A mendments)

IAS19- PlanAmendment, Curtailment or Settlement (Amendments)
IAS28- Long-termInterestsinAssociatesand Joint Ventures (Amendments)
IFRIC 23 - Uncertainty over incometax treatments

Improvements to Accounting Standards Issued by the IASB (2015-2017 cycle)

IFRS3- BusinessCombinations- Previously held Interestsin ajoint operation

IFRS 11 - Joint Arrangements- Previously held I nterestsinajoint operation

IAS 12 - Income Taxes - Income tax consegquences of payments on financial instruments classified as
equity

IAS23- Borrowing Costs- Borrowing costseligiblefor capitalisation

The adoption of the above standards, amendments, interpretations and improvements to the accounting
standards did not have any effect on the Company’sfinancial statements except for IFRS 16. Theimpact of
adoption of IFRS 16 and itsamendmentsare described bel ow:

24 |IFRS16Leases
IFRS 16 supersedes |AS 17 Leases, |FRIC 4 Determining whether an Arrangement containsa L ease, SIC-
15 Operating L eases-Incentives and SIC-27 Eval uating the Substance of Transactions Involving the Legal
Form of aLease. The standard sets out the principles for the recognition, measurement, presentation and
disclosureof leasesand requires|esseesto account for all leasesunder asinglenote on statement of financial
positionmodel.

The Company adopted IFRS 16 using the modified retrospective approach with the date of initia
application of July 01, 2019. Under thismethod, the standard is applied retrospectively with the cumulative
effect of initialy applying the standard recognised at the date of initial application. Accordingly the
information presented for prior years has not been restated. The Company elected to use the transition
practical expedient allowing the standard to be applied only to lease contracts that were previously
identified asleasesapplying IAS 17 and IFRIC 4 at the date of initial application. The Company also el ected
to usetherecognition exemptionsfor lease contractsthat, at the commencement date, havealeaseterm of 12
monthsor lessanddo not containapurchaseoption (‘ short-termleases’).

The new accounting policy in respect of leasesis disclosed in note 4.5 & 4.6 to these financial statements
which donot effectsthe financial Statemnet of the Company

25 Sandards, amendments and improvements to the approved accounting standardsthat are not yet
effective

The following standards, amendments and improvements to the approved accounting standards as
applicablein Pakistan would be effective from the dates mentioned bel ow agai nst the respective standard or

interpretation: Effective date
Amendments (annual periods
beginning on or
after)
IFRS3-- Definition of aBusiness(Amendments) 01 January 2020
IFRS3-- Referenceto the Conceptual Framework (Amendments) 01 January 2022
IFRS9/1AS39/IFRS7 -- Interest Rate Benchmark Reform (Amendments) 01 January 2020
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IFRS10/1AS28-- Saleor Contribution of Assetsbetween
anInvestor anditsAssociate or Joint Venture (Amendment) Not yet finalised
IAS1/1AS8-- Definition of Material (Amendments) 01 January 2020
IAS1--Classification of LiabilitiesasCurrent or Non-current (Amendments) 01 January 2022*
|AS16-- Proceedsbefore Intended Use (A mendments) 01 January 2022
|AS 37 -- Onerous Contracts— Costsof FulfillingaContract (Amendments) 01 January 2022

*Thel ASB hasissued an exposuredraft proposing to defer the effective date of theAmendmentstoIAS 1 to
01 January 2023.

I mprovementstoAccounting Standar dsl ssued by thel ASB (2018-2020 cycle)

IFRS9-- Financial Instruments—Feesinthe’ 10 percent’ test for
derecognition of financial liabilities 01 January 2022
IAS41-- Agriculture—Taxationinfair value measurements 01 January 2022

The IASB has also issued the revised Conceptua Framework for Financial Reporting (the Conceptual
Framework) in March 2018 which is effective for annual periods beginning on or after 01 January 2020 for
preparers of financial statements who develop accounting policies based on the Conceptual Framework.
The revised Conceptual Framework is not a standard, and none of the concepts override those in any
standard or any requirementsin astandard. The purpose of the Conceptual Framework isto assist IASB in
developing standards, to help preparers develop consistent accounting policies if there is no applicable
standardinplaceandto assist all partiesto understand and interpret the standards.

Further, thefollowing new standards have beenissued by | ASB which areyet to be notified by the SECPfor
the purpose of applicability in Pakistan. Effective date

(annual periods

Sandard or I nterpretation beginning on or
after)

IFRS1-- Firsttimeadoption of IFRSs 01 January 2004

IFRS17 -- Insurance Contracts 01 January 2023

2.6 Functional and presentation currency
Items included in the financial statements are measured using the currency of the primary economic
environment in which the Company operates. The financial statementsare presented in Pak Rupees, which
isthe Company'sfunctional and presentation currency.

3  Useof estimatesand judgements
The preparation of the financial statementsin conformity with approved accounting standards as applicablein
Pakistan, requires management to make judgments, estimates and assumptions that affect the application of
policies and the reported amounts of assets and liabilities and income and expenses. Actual results may differ
fromtheseestimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognisedinthe periodinwhichtheestimateisrevised andin any future periodsaffected.

In particular, information about significant areas of estimation, uncertainty and critical judgments in applying
accounting policiesthat havethemost significant affect on the amountsrecognised inthefinancia statementsare
asfollows:

3.1 Operatingfixed assets, revaluation and depreciation

The Company reviews appropriateness of the rate of depreciation, useful lives and residual values
used in the calculation of depreciation. The estimates of revalued amounts of revalued assets are based
on valuations carried out by a professional valuer. Further, where applicable, an estimate of the
recoverable amount of assets is made for possible impairment on an annual basis. In making these
estimates, the Company uses the technical resources available with the Company. Any change in the
estimates in the future might affect the carrying amount of respective item of property, plant and
equipment, with corresponding effectson the depreci ation chargeand impairment.
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4 Summary of Significant Accounting Policies
The accounting policies adopted in the preparation of these financial statements are consistent with those of the
previousfinancial year.

DEWAN KHALID TEXTILE MILLS LIMITED

Tradedebts

The Company reviews its doubtful debts at each reporting dates to access whether provision should be
recorded in the profit and loss account. In particular, judgment by management is required in the
estimates of the amount and timing of future cash flows when determining the level of provision
required. Such estimates are based on assumptions about a number of factors and actual results may
differ, resulting in future changesto the provisions.

Incometax
In making the estimates for income tax currently payable by the Company, the management considers
thecurrentincometax lawsand thedecisions of appellate authoritieson certainissuesin the past.

Sockintrade
The Company reviews the net realizable value (NRV) of stock in trade to assess any diminution in the
respective carrying values. Any change in the estimates in future years might affect the carrying
amounts of stock in trade and corresponding effect in profit and loss account of those future years. Net
realisable value is determined with respect to estimated selling price less estimated expenditures to
makethesales.

Soresand spares

The Company reviews the net realizable value (NRV) and impairment of stores and spare parts to
assess any diminution in the respective carrying values and wherever required provision for NRV /
impairment is made. The calculation of provision involves the use of estimates with regards to future
estimated use and past consumption along with storesand spareshol ding period.

Post Employment Benefits

Defined Benefit Plan

The Company operates an unfunded gratuity scheme for its non-management staff. Provisions are made,
based on actuarial recommendations. Actuarial valuation is carried out using the 'Projected Unit Credit'
method, as required by International Accounting Standard 19 "Employee Benefits'. However, at present
company has no employees who are eligible for gratuity, hence no provision for the same has been made
duringtheyear, liability appearing asgratuity payablerepresentsactual amount payableto employees.

Defined Contribution Plan

Effective from July 01, 2010, the company has, in place of gratuity scheme, established a recognised
provident fund for its permanent management staff for which equal contributions are being made in respect
thereof by company and empl oyeesin accordancewith thetermsof thefund.

Tradeand Other Payables
Tradeand other payablesare stated at their costs.

Taxation

Current Year

Provisioninrespect of current year'staxation isbased on the method of taxation prescribed under theIncome
Tax Ordinance, 2001, whereby taxableincomeisdetermined and tax charged at the current rates of taxation
after taking into account tax credits and rebates available, if any, or the minimum tax liability determined
under Section 113 of thelncome Tax Ordinance, 2001, whichever ishigher.

Deferred

Deferred tax is provided using the liability method on all temporary differences at the balance sheet date,
between the tax bases of assets and liabilities and their carrying amount for financial statements reporting
purposes. Deferred tax liabilitiesaregenerally recognized for all temporary taxabledifferences.

Deferred tax assets are recognized for all deductible temporary differencesto the extent that it is probable
that taxable profit will be available against which the deductible temporary differences, unused tax losses
andtax creditscanbeutilized.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply when the asset is
realized or theliability issettled, based on thetax ratesthat have been enacted or substantially enacted at the
balance sheet date.
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4.4 Property, Plant and Equipment

- Owned
Property, Plant and Equipment are stated at cost/revalued amounts less accumulated depreciation and
impairment losses, if any; lease hold land is amortised over the period of lease except capital worksin
progresswhichisstated at cost accumul ated up to the balance sheet date.

Any revaluation increase arising on the reval uation of property, plant and equipment isrecognised in other
comprehensive income and presented as a separate component of equity as “Revaluation surplus on
property, plant and equipment”, except to the extent that it reversesareval uation decreasefor the same asset
previously recognised in profit or loss, in which casetheincreaseis credited to profit or lossto the extent of
the decrease previously charged. Any decrease in carrying amount arising on the revaluation of property,
plant and equipment is charged to profit or lossto the extent that it exceeds the balance, if any, held in the
Revaluation surplus on property, plant and equipment relating to a previous revaluation of that asset. The
revaluation surplus to the extent of incremental depreciation charged (net of deferred tax) istransferred to
accumulatedloss.

- Depreciation

Depreciation is charged from the month of acquisition or transfer of assetsfrom capital work in progresson
proportionate basis and until disposal or retirement, using the reducing balance method whereby the cost or
revalued amount of an asset iswritten off over its estimated useful life and the rates applied are in no case
lessthan therates prescribed by the Federal Board of Revenue. The depreciation method and useful lives of
the items of property, plant and equipment are reviewed periodically and altered if circumstances or
expectations have changed significantly. Any changeisaccounted for asachangein accounting estimate by
changing the depreciation chargefor the current and future periods.

The assets residual values and useful lives are reviewed at each financial year end, and adjusted, if
appropriate, at each balance sheet date.

- Repair s, renewalsand maintenance
Major repairs and renewals are capitalized . Normal repairs and maintenance are charged as expense when
incurred. Gains or losses on disposal or retirement of assets are determined as the difference between the
saleproceedsand the carrying amountsof these assets, and areincluded intheincome currently.

45 Intangibleassets
Computer software coststhat are directly associated with the computer and computer controlled machines
which cannot operate without the rel ated specific software, areincluded in the costs of the respective assets.
Softwarewhich arenot anintegral part of therelated hardware are classified asintangible assets. Amortized
onstraightlinebasis.

4.6 Right-of-useassets

The Company recognises right-of-use assets at the commencement date of the lease (i.e., the date the
underlying asset is available for use). Right-of-use assets are measured at cost, less any accumulated
depreciation and impairment losses, and adjusted for any remeasurement of lease liabilities. The cost of
right-of-use assetsincludes the amount of leaseliabilitiesrecognised, initial direct costsincurred, and lease
paymentsmade at or beforethe commencement datelessany leaseincentivesreceived asapplicable. Unless
the Company is reasonably certain to obtain ownership of the leased asset at the end of the lease term, The
right-of-use asset is depreciated using the straight line method over the shorter of the lease term and the
asset's useful life . The estimated useful lives of assets are determined on the same basis as that for owned
assets. Inaddition, theright-of-use asset isperiodical ly reduced by impai rment | osses, if any.

4.7 LeaseLiability
Leaseliabilities The Company assessesat contract inception whether acontract s, or contains, alease, i.e. if
the contract conveys the right to control the use of an identified asset for a period of time in exchange for
consideration. The Company applies a single recognition and measurement approach for all leases, except
for short-term leases. The Company recognises lease liabilities to make lease payments and right-of-use
assetsrepresenting theright to usethe underlying assets.
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At the commencement date of the lease, the Company recognises lease liabilities measured at the present
value of lease payments to be made over the lease term. The lease payments include fixed payments
(including in-substance fixed payments) less any |ease incentives receivable, variable lease payments that
depend on an index or arate, and amounts expected to be paid under residual value guarantees. The lease
payments also include the exercise price of a purchase option reasonably certain to be exercised by the
Company and payments of penalties for terminating a lease, if the lease term reflects the Company
exercising the option to terminate. The variable lease paymentsthat do not depend on anindex or arate are
recogni sed asexpenseinthe period onwhich theevent or condition that triggersthe payment occurs.

In calculating the present val ue of |ease payments, the Company usestheincremental borrowing rate at the
commencement dateof theleaseif theinterest rateimplicitintheleaseisnot readily determinable. After the
commencement date, the amount of lease liabilities is increased to reflect the accretion of interest and
reduced for the lease payments made. In addition, the carrying amount of lease liabilitiesis remeasured if
thereisamodification, achange in the lease term, a change in the in-substance fixed |ease payments or a
changein theassessment to purchasetheunderlying asset.

4.8 InvestmentinAssociate

Associates are entities over which the Company exercisessignificant influence. Investment in associatesis
accounted for using equity basis of accounting, under which the investment in associate is initially
recognised at cost and the carrying amount isincreased or decreased to recognise the Company’s share of
profit or loss of the associate after the date of acquisition. The Company’s share of profit or loss of the
associate is recognised in the Company’s profit and loss account. Distributions received from associate
reduce the carrying amount of the investment. Adjustments to the carrying amount are also made for
changes in the Company’s proportionate interest in the associate arising from changes in the associates
other comprehensiveincomethat have not been recognisedin the associate’ s profit or loss. The Company’s
share of those changesisrecognised in other comprehensiveincome of the Company. The carrying amount
of theinvestment istested for impairment, by comparing itsrecoverable amount (higher of valuein useand
thefair valueless coststo sell) with itscarrying amount and loss, if any, isrecognised in profit or loss. If the
Company's share of losses of an associate equals or exceeds its interest in the associate, the Company
discontinuesrecognizing itsshareof further losses.

4.9 Sores, Sparesand LooseTools
These are stated at thelower of cost and net realizable value. The cost of inventory isbased on the weighted

averagecost. ltemsintransit are stated at cost accumulated up to thedate of the balance sheet.
Provisionismadefor any slow moving and obsol eteitems.

4,10 Sock-in-Trade

Thesearevalued asfollows:

Raw Material : At lower of weighted average cost or net realizable value.
Cost of raw material and components represents invoice value plus other
chargespaidthereon.

Finished Goods : At lower of weighted average cost or net realizable value.

Cost of finished goods comprises of prime cost and an appropriate portion
of production overheads.

Waste : Atnetrealizablevalue.
Work-in-Process : Atweighted averagecost.

This comprises the direct cost of raw materials, wages, and appropriate
manufacturing overheads.

SockinTransit : At cost accumulated upto the bal ance sheet date.
Sockat fair priceshop : At cost calculated onthe First-in-first-out method of valuation.
Packing Material : Atlower of weighted average cost or net realizableval ue.

Net Redlizable Value signifies the estimated selling price in the ordinary course of business less cost
necessary to beincurredin order tomakethesale.
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4.11 TradeDebts& Other Receivables
Trade debts originated by the company are recognized and carried at the original invoice amount less an
allowancefor any uncollectible amounts. An estimate for adoubtful receivableis made when collection of
thewholeor part of theamount isno longer probable. Bad debtsarewritten off asincurred.

4.12 Foreign Currency Trandation
Transactions in foreign currencies are initially recorded using the rates of exchange ruling at the date of
transaction. Monetary assetsand liabilitiesin foreign currencies are translated into Rupees at the exchange
rates prevailing on the balance sheet date. In order to hedge its exposureto foreign exchange risks, the
company enters into forward exchange contracts. Such transactions are translated at contracted rates.
All exchangedifferencesareincludedintheProfit and LossAccount.

4.13 RevenueRecognltlon
Revenuefrom salesisrecognized ondispatch of goodsto customers.

- Dividendincomeisrecognized on the basis of declaration by thel nvestee company.

- Return onbank depositsareon anaccrual basis.

- Unrealized gains/loss arising on re-measurement of investmentsclassified as"financial assetsat fair
value though "profit or loss' are included in the profit and loss account in the period in which these
arise.

- Realised capital gains/ loss on sale of investments are recognized in the profit and loss account at the
timeof sale.

4.14 Borrowing Cost
Borrowing Costsarerecognizedinitially infair value net of transaction costsincurred.

Borrowing cost directly attributable to the acquisition, construction or production of qualifying assets,
which are assets that necessarily take a substantial period of time to get ready for their intended use, are
added to the cost of those assets until such time the assets are substantially ready for their intended use. All
other borrowing costsare charged toincomeinthe period inwhichthey areincurred.

4.15 Provisions
A provisionisrecognized in the bal ance sheet when the company hasalegal or constructive obligation, and,
as aresult of past event, it is probable that an outflow of resources embodying economic benefits will be
required to settlethe obligation, and that areliabl e estimate can be madefor theamount of thisobligation.

4,16 Financial instruments

416.1  Financial asset
The financia assets of the Company mainly include trade debts, loans, deposits, long-term
investments, other receivabl esand cash and bank balances.

Oniinitial recognition, afinancial asset is classified as measured at: amortised cost; Fair Value
through Other Comprehensive Income (FVOCI) — debt investment; FVOCI — equity
investment; or Fair Value through Profit or Loss (FVTPL). The classification of financial assets
under IFRS 9isgenerally based on the business model in which afinancial asset ismanaged and
its contractual cash flow characteristics. Based on the business model of the Company, the
financial assetsof the Company are measured and classified under IFRS9 asfollows;

Trade debts and other financial assets are measured at amortised cost using the effectiveinterest
ratemethod |essan allowancefor expected creditlosses, if any.

4.16.2 Financial liabilities
All financia liabilities are recognized initailly at fair value and, in the case of loans and
borrowings, net of directly attributable transaction costs. For the purpose of subsequent
measurement financial liabilities are either classified at amortized cost or fair value through
profit or loss. The Company does not have any financial liability at fair value through profit or
loss.

4.16.3 Impairment of financial assets- allowancefor expected credit losses
Impairment of financial assets - allowance for expected credit losses ECLs are based on the
difference between the contractual cash flows due in accordance with the contract and all the
cash flows that the Company expects to receive. The shortfall is then discounted at an
approximationtotheasset’soriginal effectiveinterest rate. The expected cash flowswill include
cash flows from the sale of collateral held or other credit enhancements that areintegral to the
contractual terms.
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A financial asset is written off when there is no reasonable expectation of recovering the
contractual cash flows. However, in certain cases, the Company may also consider a financial
asset tobein default wheninternal or external informationindicatesthat the Company isunlikely
to receive the outstanding contractual amounts in full before taking into account any credit
enhancementsheld by the Company.

At each date of statement of financial position, the Company assesses whether financial assets
are credit-impaired. A financial asset is ‘ credit-impaired’ when one or more events that have a
detrimental impact on the estimated future cash flows of the financial asset have occurred. Loss
allowancesfor financial assets measured at amortised cost are deducted from the gross carrying
amount of therespective asset.

The Company uses the standard’s simplified approach and calculates ECL based on life time
ECL onitsfinancial assets. The Company has established aprovision matrix that is based on the
Company’shistorical credit |oss experience, adjusted for forward-looking factors specific to the
financial assetsand the economic environment.

416.4  Offsettingof financial instruments
Financial assets and financial liabilities are offset and the net amount is reported in the
unconsolidated statement of financial position if there is a currently enforceable legal right to
offset the recogni sed amounts and thereisan intention to settle on anet basis, to realise the assets
and settletheliabilitiessimultaneously.

4.16.5 I mpair ment of non-financial assets

The carrying amounts of non-financial assets other than inventories and deferred tax assets are
assessed at date of statement of financial position to ascertain whether thereis any indication of
impairment. If such anindication exists, the asset’ srecoverable amount isestimated to determine
the extent of impairment loss, if any. An impairment loss is recognised, as an expense in the
unconsolidated statement of profit or loss. Therecoverable amount isthe higher of an asset’sfair
valuelesscost of disposal and valuein use. Valuein useisascertained through discounting of the
estimated future cash flows using a discount rate that reflects current market assessments of the
timevalueof money and therisk specifictotheassets.

4.17 Related Party Transactions
All transactionswithrel ated partiesarecarried out by thecompany at arm'slength prices.

4.18 Loans,Advancesand Other Receivables
Loans, advances and other receivables are recognized initially at cost, and subsequently at their amortized/
residual cost.

4.19 Short Termand Long Term L oans
Short Term and Long Term Loans are recognized initially at cost and subsequently measured at amortized
cost.

4.20 Dividend and appropriationtoreserves
Dividends and appropriations to reserves, subsequent to the balance sheet date are considered as non-
adjusting events and are recognised in the financial statements in the period in which such dividends and

appropriationsareapproved.
5  Issued, Subscribed and Paid-up Capital 2020 2019
5,728,300 (2019: 5,728,300) Ordinary Shares of (Rupees)
Rs. 10/- each fully paid in cash 57,283,000 57,283,000
3,882,459 (2019: 3,882,459) Ordinary Shares of
Rs. 10/- each issued as fully paid bonus shares 38,824,590 38,824,590

96,107,590 96,107,590

5.1 Dewan Motors (Private) Limited, an associated company held 451,185 Ordinary shares of Rs.10 each.
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2020 2019
6  Surpluson revaluation of property plant and equipment Notes (Rupees)
Opening balance 573,654,135 629,136,350
Transferred to accumulated losses in respect
of incremental depreciation for the year (48,475,755) (55,482,215)

I 525,178,380 573,654,135
Deferred tax liability

Opening balance 127,893,013 148,947,781
Incremental depreciation (14,057,969) (16,089,842)
Effect of change in tax rates = (4,964,926)
113,835,044 127,893,013
411,343,336 445,761,122

This represents net surplus over the book value resulting from the revaluation of land, Building , Plant and
Machinery carried out on December 21, 2016 by independent professional valuers M/s K.GTRADERS, the
basi sof market value or depreciated replacement val uesasapplicable. Basisof revaluation areasfollows:

Land
Valuation of land is based on assessment of present market values from the information of current matured
transactionsinrecent past, pertaining toimmediate neighborhood and surrounding areas.

Building

Valuation of building has been determined by assessment of type of construction, current condition of
construction and by applying current construction rates for current replacement value and taking into account
depreciationinvolving theyear of construction, physical condition, usage and maintenance.

Plantand Machinery

Plant and machinery val uation has been determined after making enquiriesfrom agents, local ded ers, fabricators,
suppliers and manufacturers of comparable plants. Current prices of used and reconditioned plants in the local
markets have also been considered. Based on above market values have been determined and depreciation has
been applied asper their condition, usage, and maintenance.

Therevaluation surpluson property, plant and equipment isacapital reserve, andisnot availablefor distributionto the
shareholdersin accordancewith section 241 of the CompaniesAct, 2017.

Thelatest revaluation resultedinincreasein surplusby Rs.416.748 million, forced salevalueof revalued assetsis  Rs.
711.726 million.

7 Longterm loans

Syndicated Long Term Loan - Secured 7.1 - -
Sponsor [oan 7.2 - 51,197,358
51,197,358 51,197,358
7.1 Syndicated Long Term Loan - Secured
Syndicated Long Term Loan 104,007,672 104,007,672
Current portion of syndicated Long term loan - -

Over due portion of syndicated Long term loan (104,007,672) 104,007,672

7.1.1The Compromise Agreement dated December 23, 2011 had been executed between the banks and the
company against which consent decrees had been granted by the Honorable High Court of Sindh, Karachi. As
per theterms, Company’sshort term and long term | oans had been rescheduled in the form of long term loans
of Rs. 282.496 million which was to be repaid in six and half years from the date of restructuring with
progressive mark up ranging from 4% to 14% (or KIBOR whichever islower) over the period on outstanding
principal. This loan had been secured by way of mortgage charge over immovable properties and
hypothecation of movable assets of the company. Moreover banks/ financial institutions had allowed further
working capital limit to the Company asfully explained in note 11 to these financial statements. However, in
case of default by the company the entire outstanding mark up as disclosed in the agreement will remain
outstanding liability of the company and all amounts in respect of its liabilities shall become payable with
immediate effect asdisclosed in clause 10.2 of the CompromiseAgreement.
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7.1.2 The company has approached its lenders for further restructuring of its liabilities, which is in advanced
stage asthe term sheet has been finalized and circulated by the agent to syndicate of banksfor their internal
approvals. Management is hopeful that such revision will be finalized soon. Accordingly the Banks

liability hasbeenin accordancewith previous repayment schedul es.

7.2 Sponsor loan
Sponsor Loan- Unsecured
Unwinding interest
Present val ue adjustment
Present Value of Sponsor loan

Tr. Current portion short term borrowing

7.2.1 Thisrepresents unsecured interest free |oan payabl e to sponsor against liabilities of abank assumed by the
sponsor. The Sponsor |oan has been measured at amortized cost in accordance with International Financial
Reporting Standard 9, Financial Instruments, and has been discounted using the weighted average interest

2020 2019
Notes (Rupees)
55,452,217 55,452,217
4,254,859 3,928,389
(4,254,859) (8,183,248)
55,452,217 51,197,358
(55,452,217) -

rate of 8.01% per annum. Thisinterest freeloanispayableon 31st July 2020.

Provision for Saff Gratuity
Balance at beginning
Payments during the year

Deferred Taxation

Credit balance arising due to:

- accelerated tax depreciation

- revaluation on property plant & equipment
Debit balance arising due to

- staff gratuity

- carried over losses and provisions

Deferred tax asset not recognized

9.1 Movement of deferred tax liabilities
Balance as at beginning of the year
Tax charge recognised in statement of profit or loss
Tax charge recognised in other comprehensive income

Balance as at end of the year

Trade and Other Payables
Creditors

Accrued Expenses
Provident Fund

Sdletax payable

10.1 ThisincludesRs. 120.550 million (2019: Rs. 120.550 million) payableto associ ated undertaking.

10.2 Investments of provident fund have been made in accordance with the provisions of Section 218 of the

17,295,063 17,295,063
17,295,063 17,295,063

18,305,576 21,909,182
113,835,044 127,893,013

(5,015,568) (5,015,568)
(197,799,974)  (199,793,187)
(70,674,922)  (55,006,560)
(184,509,966)  (182,899,573)
113,835,044 127,893,013
127,893,013 148,947,781
(14,057,969) (16,089,842

- (4,964,926)

113,835,044 127,893,013

10.1 125,306,218 125,206,062
56,377,054 54,243,929

10.2 93,756 31,122
1,063,492 1,063,492

182,840,520 180,544,605

CompaniesAct, 2017 and therulesformulated for thispurpose.

Short Term Borrowings - Secured
Short term Running Finance

Short term Loan

Sponsor Loan

ni& 11.2 257,162,900 257,162,900
11.3 35,483,023 35,483,023
15 62,937,217 7,485,000

355,583,140 300,130,923
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11.1 The company hasfacilitiesfor short term running finances under mark-up arrangements amounting to Rs.
140million (2019: Rs. 140 million) from banks. Thefacility carriesmark-up at therateof 1 month KIBOR +
2.5%p.a(2019: 1 month KIBOR + 2.5%p.a). These facilities are secured against hypothecation charge on
stocks-in-trade and trade debts. Thesefacilities are generally for twelve months renewabl e at the end of the
period. The mark-up on running finance facilities is payable on a quarterly basis. This financing
arrangement have expired and not been renewed by the bank.

11.2 Thefacility for short term loan under mark up arrangement obtained from bank against available limit of
Rs.100 million (2019: Rs. 100 million) at markup rate of KIBOR + 3% (2019: KIBOR + 3%) payable
quarterly in arrears. The facility is secured by way of hypothecation of stock in trade, book debts and other
current assets of the company. Thisfinancing arrangement have expired and not been renewed by the bank
forsix years.

11.3 Aspart of restructuring banks/ financial institutions have approved further working capital to the Company
amounting to thelimit of Rs. 63.90 million by providing syndicated cash finance against pledge of stocksin
proportion to their loan amounts. The tenure of working capital facility is one year and renewable on
rollover basisand thisfacility issecured by way of pledge of stocksof the company. Themarkup ratefor this
facility isone month KIBOR which is payable on quarterly basis. Thisfinancing arrangement have expired
and not been renewed by thebank.

11.4 Thebanks/financial institutions amounting Rs. 236 millionin note 11.1 and 11.2 arein litigation with the
company asdisclosedinnoteno 13.2 tothefinancial Statements.

2020 2019
11.5 Short term Sponsor L oan Notes (Rupees)
Balance at the beginning 11.5.1 7,485,000 7,485,000
Add: Trnasfer from Long tem Sponsor Loan 55,452,217 -
62,937,217 7,485,000

11.5.1This represents unsecured interest free loan payable to sponsor against liabilities of a bank assumed by
the sponsor and is payable on demand. Theinterest free and unsecured loan has been provided by sponsor
consideringfinancial crunch being faced by thecompany.

12 Provision for Taxation
Balance at the beginning 6,006,817 6,006,817
Add: Provision for the year = -

6,006,817 6,006,817
Payment / adjustment during the year = -

6,006,817 6,006,817

Incometax returns of the company have beenfiled up to tax year 2019 which are deemed to be assessed u/s 120 of
the Income Tax Ordinance 2001. On account of closure of operation, no tax provision has been made in these
financial statements.

13 Contingenciesand Commitments

13.1 Inrespect of ligbilitiestowards banks/ financial institutions disclosed in note 7 to thefinancial statements,
during the year ended 2012, certain lenders have entered into a compromise agreement with the Company
for outstanding debt sought by lendersin the suitsfiled by them and it was agreed that the Company would
settle all theliabilities at principle amount of Rs.184.258 million and markup thereon of Rs.85.516 million
(eligible for waiver if the Company repays the entire outstanding principal as per term of agreement),
conseguent to which consent decrees were granted by the Honorable High Court of Sindh, Karachi.
Consequent to default in repayment of restructured liabilities as per compromise agreement, the lenders
filed for execution of consent decrees. The Company filed suits in Honourable High Court of Sindh at
Karachi wherein it has been strongly contested that filing of executions is unjust and against the law.
Management of the Company expectsfavorabl e outcometherefrom.

13.2 Two of the lenders having suits amounting to Rs 275.008 million has not yet accepted the restructuring
proposal, and out of these one lender had also filed awinding up petition under section 305 of the repealed
Companies Ordinance, 1984. The Company strongly contested the cases as banks have filed wrong claims.
Themanagement of the Company expectsfavorableoutcome.
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13.3 The Government of Pakistan has promulgated the Gas I nfrastructure Development Cess Ordinance, 2014
(GIDC) against which the Company filed suit in the Honourable Sindh High Court challenging itslegality
and applicability on the Company and the Honourable Sindh High Court had issued stay against the
recovery of GIDC. The Honourable Sindh High Court decided the case in favour of the Company and
directed to refund / adjust in bills the amounts already collected, against which the Sui Southern Gas
Company Limited (SSGC) hasfiled appeal in Honourable Sindh High Court, which was also rejected. The
Government enacted GIDC Act, 2015 which had also been challenged by the Company through writ
petition before the Honourable Sindh High Court, which granted the stay against collection of GIDC
arrears. In Jul-2020 The Supreme Court of Pakistan has decided the casein favour of SSGCwith directions
to recover the arrears under GIDC Act 2015 from the consumers who have passed on their burden to its
customers. Asneither SSGC hascharged GIDC to the company initshilling nor the Company haspassed on
the same to the customers. Therefore, the management feels there is need to make any provision in this
regard.
13.4 Thereareno commitmentsasof bal ance sheet datewhich need to bedisclosedinthefinancial statements.
2020 2019
14  Property, Plant and Equipment Notes (Rupees)
Operating Assets 14.1 621,468,028 685,413,787
621,468,028 685,413,787
14.1 Operating Assets
June 2020
Cost / Revaluation Depreciation Written Down
Asat - Asat Rate Asat ) Charge Asat Value asat
July ,Agg';?gns JUNE % July Ad#;r;:ns/ For the June June
Particulars 2019 2020 2019 period 2020 2020
OWNED RUPEES RUPEES
Lease Hold Land 134,295,556 - 134,295,556 0 9,871,215  -- 2,131,675 12,002,890 122,292,666
Factory Building 210,332,377 - 210332377 10 101,762,856 -- 10856952 112,619,808 97,712,569
Non Factory Building 39,432,514 - 39432514 10 19532325  -- 1,990,019 21,522,344 17,910,170
Labour Quarters 115,067,941 - 115,067,941 25 85902831  -- 7,291,278 93,194,109 21,873,832
Plant and Mechinery 1,049,018,897 - 1049018897 10 657,243368 - 39,177,553 696,420,921 352,597,976
Electric Installation 5,760,815 - 5,760,815 15 5736471 - 3,652 5,740,123 20,692
Power House 31,037,292 - 31,037,292 10 24211330 - 682,596 24,893,926 6,143,366
Factory and Office Equipmts 6,241,146 - 6,241,146 10 4,699,121 - 154,203 4,853,324 1,387,822
Vehicles 30,198,120 - 30,198,120 20 29,093,695 « -- 220,885 29,314,580 883,540
Furniture and Fixture 6,284,082 - 6,284,082 10 5,566,976 71,711 5,638,687 645,395
Intangible Assets -
Software Development 5,825,000 -- 5825000 25 4,459,765  -- 1,365,235 5,825,000 --
June 30' 2020 1,633,493,740 -- 1,633,493,740 948,079,953  -- 63,945,759 1,012,025,712 621,468,028
June 2019
Cost / Revaluation Depreciation Written Down
Asat . Asat Rate Asat ) Charge Asat Valueasat
July /AS(;';?QHS JUNE % July Ad#:nr;:ns/ For the June June
Particulars 2018 2019 2018 period 2019 2019
OWNED RUPEES RUPEES
Lease Hold Land 134,295,556 -- 134,295,556 0 7,739540  -- 2,131,675 9,871,215 124,424,341
Factory Building 210,332,377 -- 210,332,377 10 89,699,576 -- 12,063,280 101,762,856 108,569,521
Non Factory Building 39,432,514 - 39432514 10 17,321,193  -- 2,211,132 19,532,325 19,900,189
Labour Quarters 115,067,941 - 115067,941 25 76181127 - 9721704 85902831 29,165110
Plant and Machinery 1,049,018,897 - 1049018897 10 613712754 - 43530,614 657,243,368 391,775529
Electric Installation 5,760,815 -- 5,760,815 15 5732175  -- 4,296 5,736,471 24,344
Power House 31,037,292 - 31,037,292 10 23452890 - 758440 24211330 6825962
Factory and Office Equipmts 6,241,146 - 6,241,146 10 4,527,785 - 171336 4,699,121 1,542,025
Vehicles 30,198,120 - 30,198,120 20 28817,589 - 276,106 29,093,695 1,104,425
Furniture and Fixture 6,284,082 -- 6,284,082 10 5,487,297 79,679 5,566,976 717,106
Intangible Assets
Software Devel opment 5,825,000 - 5825000 25 3003515 -~ 1456250 4,459,765  1,365235
June30' 2019 1,633,493,740 = 1,633,493,740 875675441 — 72404512 948,079,953 685,413,787
14.2 Allocation of Depreciation
Cost of Sales 62,287,928 70,592,477
Administrative and General Expenses 292,596 355,785
Administrative and General Expenses (Amortization of software) 1,365,235 1,456,250
63,945,759 72,404,512
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14.3 Immovable property (i.e. leasehold land and factory building, non-factory building and labour quarters
thereon) is situated at S.I.T.E. Kotri, District Jamshoro having accumulated area of 16 acres.

14.4 Hadtherebeen norevaluation thecarrying amountsof reval ued assetswould have been asfollows:

2020 2019
(Rupees)
Lease hold land 1,651,808 1,651,808
Factory building on lease hold land 19,969,657 22,188,508
Non - factory building 2,352,181 2,613,534
Labour Quarters 250 334
Plant & machinery 75,237,829 83,597,588
99,211,725 110,051,772

15 Long Term Investment
I nvestment in associate
Dewan Salman Fibre Limited - -

15.1 Associateisan entity over whichthe Company hassignificant influence but no control. Company'sinvestee
company is considered to be its associate by virtue of common directorship, member of yousuf dewan
companiesanditsownershipinterest of 8.81%ininvesteecompany.

15.2 Investment in Dewan Salman Fibre Limited - at equity method

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

15.3 Summarised financial infor mation of associated company
Total assets 8,143,557,000  9233,827,000
Total liabilities 20,903,039,000  20,856,161,000
Net assets (12,759,482,000) _(11.622.334,000)
Company's share of net assets (1,124,110,364)  (1,023,927,625)
Revenue - -
Loss for the year (927,876,000)  (1,499,573,000)

quoted priceasof February 19, 2018.
16 Stores, Spares& Loose Tools

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

Stores and Spares 15,634,830 15,634,830

Packing Materia -- --
15,634,830 15,634,830

Provision for slow moving Store & Spare (781,741) --
14,853,089 15,634,830

17 Sock-in-Trade

Raw Materials 32,431,351 32,431,351
Finished Goods 103,916,244 103,916,244
136,347,595 136,347,595
Provision for slow moving and obsolescence stock (66,817,311) (66,817,311)
69,530,284 69,530,284
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17.1 Stocks valuing Rs. 47.410 million (2019: Rs.47.410 million) was pledged with the banks against the

restructured financefaciliti es obtai ned by the Company.

2020 2019
Trade Debts - Considered Good Notes (Rupees)
Local Receivables - Unsecured 2,134,790 2,172,883
Considered doubtful 17,527,057 32,002,057
19,661,847 34,174,940
Provision for doubtful debts 181 (17,527,057) (32,002,057)
2,134,790 2,172,883
18.1 Provision for doubtful debts
Opening balance 32,002,057 49,075,887
Provision/ (Reversal) during the year (14,475,000) (17,073,830)
17,527,057 32,002,057
18.2 The aging of Debtors at the reporting date was:
Up to one month = -
1 to 6 months = -
More than 6 months 2,134,790 2,172,883
2,134,790 2,172,883
L oans and Advances - Unsecured, Considered Good
Advance against Supplies 209,000 215,500
L oans and Advances to employees 203,746 208,408
412,746 423,908
Satutory Balances and Other Receivables - Considered good
Sales Tax Receivable 10,185,522 10,185,522
10,185,522 10,185,522
Cash and Bank Balances
Cash in Hand 46,658 84,345
Cash at Banks - Current Accounts 887,045 1,946,795
933,703 2,031,140
SALES- Net - -
Cost of Sales
Salaries, Wages and Other Benefits 5,684,817 8,674,066
Fuel, Power & Water Consumed 607,700 1,291,173
Insurance 586,388 622,280
Vehicle Expenses 24,100 64,130
Repairs and Maintenance 286,020 133,347
Rent, Rates and Taxes 203,896 123,789
Depreciation 14.1 62,287,928 70,592,477
69,680,849 81,501,262
Work-in-Process - Opening - -
Work-in-Process - Closing - -
Cost of Goods Manufactured 69,680,849 81,501,262
Finished Goods - Opening 103,916,244 103,916,244
Finished Goods - Closing (103,916,244) (103,916,244)
69,680,849 81,501,262
23.1 Raw Material Consumed
Opening Stock 32,431,351 32,431,351
Purchases - Net - -
32,431,351 32,431,351
Closing Stock (32,431,351) (32,431,351)

Raw Materia Consumed
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2020 2019
24 Administrative and General Expenses Notes (Rupees)

Salaries, Allowances and Other Benefits 24.1 5,505,353 5,591,552
Travelling, Conveyance and Entertainment 54,620 112,818
Printing and Stationery 243,525 404,639
Communication 122,601 116,375
Vehicles Running & Maintaince Expenses 1,058,986 1,098,918
Lega and Professional Charges 85,500 27,000
Fees and Subscription 296,146 558,580
Depreciation 14.1 292,596 355,785
Amortization of software 1,365,235 1,456,250
Auditors Remuneration 24.2 500,000 500,000
Others 108,170 228,740
Advance & Others A/c Written Off 61,627 -
Provision for slow moving Store & Spare 781,741 -

10,476,100 10,450,657

24.1 Salaries, alowances and other benefitsinclude Rs. 0.188 millon (2019: Rs. 0.171 million) relating to staff
retirement benefits.

24.2 RepresentsAudit fee (Annual, Half year and Review of Codeand corporate Governance) fortheyear.

25 Finance Cost

Mark-up on Long term Borrowings 13,451,493 9,736,533
Mark-up on Short Term Borrowings 4,557,531 3,512,507
Bank Charges and Commission 401,039 179,517
Unwinding interest 4,254,859 3,928,389

22,664,922 17,356,946

25.1 The company has not provided the markup on long term and short term borrowings from certain banksfor
the year amounting to Rs. 26.683 million (Up to June 30, 2019: Rs. 425.846 million) in respect of
borrowings of certain banks who have not yet accepted the restructiong proposal. The Management of the
company is quite hopeful that theses banks will aso accept restructiong propsal in near future. Had the
provsion been madethelossfor the period would have been higher by Rs.26.683 million and accured mark-
up would have been higher and sharehol ders equity would have beenlower by Rs. 452.530 million. Thesaid
non provsioningisdepartureformtherequirement of |AS23- ‘Borrowing Costs.

26 Earning/ (Loss) Per Share- Basic

(Loss) after Taxation Rupees  (74,288,902) (76,145,193)
Weighted Average Number of Ordinary Shares Nos 9,610,759 9,610,759
(Loss) Per Share - Basic Rupees (7.73) (7.92)

26.1 No figure for diluted earning per share has been presented as the company has not yet issued any
instruments which would have an impact on basic earning per Share when exercised.

27 Remuneration of Chief Executive, Director and Executives
27.1 Chief executiveand directorsof the Company did not chargeany fee or other remuneration.

27.2 No employee of the Company falls under the definition of "executive" as per the Companies Act, 2017.
Hencenodisclosureisgiveninthefinancia statements.

27.3 Executive hasbeen provided with company maintained car.
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28 Related PartiesTransactions
Related partiesincludes associated group companies, directors, executives, key management personals and staff
retirement funds. The statement regarding remuneration of chief executive, directors, executive and key
management personal isdisclosedinnote 27 tothefinancial statements.

During the year aggregate transactions made by the company with the related parties were provident fund
contribution of Rs. 0.375 million (2019: Rs.0.342 million). Further, during the year long term sponsor loan
transfered to short term sponsor loan due to the maturity date of the loan in next year amounting to Rs.55.452
millionnote7.2and 11.5.1

29 Plant Capacity and Production 2020 2019
) Notes (Rupees)
Particulars
Attainable capacity converted to 20 count (Kgs) (Annual) 10,298,087 10,298,087
Number of spindlesinstalled 25,536 25,536

29.1 The company's operations remained suspended on account of working capital constraints.

30 Cash and Cash Equivalents
Cash and Bank Balances 21 933,703 2,031,140
933,703 2,031,140

31 Financial Instrumentsand Related Disclosures
The Company isexposedto thefollowing risksfromitsuseof financial instruments:

- Creditrisk
- Liquidity risk
- Market risk

Risk management framewor k

The Company’s Board of Directors has overall responsihility for the establishment and oversight of the
Company’s risk management framework. The Board of Directors is responsible for developing and
monitoring the Company’srisk management policies.

The Company's objective in managing risk is the creation and protection of shareholders value. The
Company’ srisk management policiesare established toidentify and analysetherisk faced by the Company,
to set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management
policies and systems are reviewed regularly to reflect changes in market conditions and the Company’s
activities. The Company aims to develop a disciplined and constructive control environment in which all
employeesunderstand their rolesand obligations.

The Board of Directors reviews the adequacy of the risk management framework in relation to the risks
faced by the Company.

31.1 Credit risk
Creditrisk istherisk that one party to afinancial instrument will fail to discharge an obligation and causethe
other patty to incur a financial loss, without taking into account the fair value of any collateral.
Concentration of credit risk arises when a number of counter parties are engaged in similar business
activitiesor have similar economic featuresthat would cause their ability to meet contractual obligationsto
be similarly affected by changes in economics, palitical or other conditions. Concentrations of credit risk
indicate the relative sensitivity of the Company's performance to developments affecting a particular

industry.
The maximum exposure to credit risk at the June30,2020are;
2020 2019
(Rupees)

Long term Investments - -
Trade Debts - Considered Good 2,134,790 2,172,883
Loans and Advances - Unsecured, Considered good 412,746 423,908
Trade Deposits, Prepayments and Statutory Balances - Considered good 10,185,522 10,185,522
Cash and Bank Balances 933,703 2,031,140

13,666,761 14,813,453
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31.2 Liquidity risk

Liquidity risk reflectsan enterprise'sinability in raising fundsto meet commitments. The Company follows
an effective cash management and planning policy to ensure availability of funds and to take appropriate
measures for new requirements. During the year, the Company faced liquidity problems due to adverse
conditions of overall textile industry, hence it was unable to make scheduled repayments of restructured
long term financing. The management has actively taken measure to rectify the default by approaching its
lendersfor further restructuring of theliabilities. Thefurther restructuringisin advanced stage and expected
to befinalised soon.

The following are the contractual maturities of the financial liabilities, including estimated interest

payments:
2020
Contractual Six Monthsor  Sixtotwelve  Oneyear
CarryingAmount  Cash Flow Less Months onward
Financial Liabilities (Rupees)
Syndicated Long Term Loans 104,007,672 116,332,581 116,332,581 -- -
Trade & other payables 182,840,520 182,840,520 182,840,520 -- -
Short term Borrowings 355,583,140 373,365,897 373,365,897 -- --
Mark-up accrued on Loans 89,669,026 89,669,026 89,669,026 -- --
Total 732,100,358 762,208,024 762,208,024 -- --
2019
Contractual SixMonthsor Sixtotwelve Oneyear
CarryingAmount  Cash Flow Less Months
Financial Liabilities (Rupees)
Syndicated Long Term Loans 155,205,030 166,204,787 110,752,570 - 55,452,217
Trade & other payables 180,544,605 184,061,195 184,061,195 -- -
Short term Borrowings 300,130,923 322,727,211 322,727,211 -- --
Mark-up accrued on Loans 73,797,746 62,933,456 62,933,456 -- --
Total 709,678,304 735,926,649 680,474,432 - 55,452,217

31.3 Market risk
Market risk istherisk that thevalueof afinancial instrument will fluctuateresultingin asaresult of changes
in market pricesor themarket pricesdueto changein credit rating of theissuer or theinstrument, changein
market sentiments, specul ative activities, supply and demand of securitiesand liquidity inthemarket.

31.4 Currency risk
Foreign currency risk arises mainly where receivables and payables exists due to transactions in foreign
currencies. The financial instruments of the Company is not exposed to currency risk as there were no
financial instrumentsinforeign currencies.

31.5 Interest rate risk
Interest rate risk is the risk that the value of financial instrument will fluctuate due to changes in market
interest rates. The Company's exposure to the risk of changes in interest rates relates primarily to the

following:
) ] Carrying Amounts
Fixed rate instruments 2020 2019
Variablerateinstruments (Rupeses)
Financial assets - -
Financial liabilities (396,653,595) (396,653,595)

(396,653595)  (396,653,505)
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31.6 Risk management policies
Risk management is carried out by the management under policies approved by board of directors. The
board provides principles for overall risk management, as well as policies covering specific areas like
foreign exchange risk, interest rate risk and investing excessive liquidity.

31.7 Capital risk management
The Company’s objective when managing capital are to safeguard the Company’s ability to continue as a
going concern in order to provide returns for shareholders and benefits for other stakeholders and to
maintain an optimal capital structure to reduce the cost of capital. In order to maintain or adjust the capital
structure the Company may adjust the amount of dividends paid to shareholders, issue new shares and
take other measures commensuration to the circumstances.

Consistent with othersin theindustry, the company managesitscapital risk by monitoringitsdebt levelsand
liquid assetsand keeping in view futureinvestment requirementsand expectation of theshareholder. Debtis
calculated astotal borrowings ('long term loan' and short term borrowings' as shown in the bal ance sheet).
total capital comprises shareholders equity as shown in the balance sheet under 'share capita and

reserves.
2020 2019
(Rupees)

Total Borrowings 459,590,812 455,335,953
L ess Cash and Bank Balances (933,703) (2,031,140)
Net debt 458,657,109 453,304,813
Total equity (131,017,649) (56,728,747)
Total Capita 327,639,460 396,576,066
Gearing ratio 139.99% 114.30%

31.8 Fair value of financial instruments
Fair value is an amount for which an assets could be exchanged, or a liability settled, between
knowledgeable willing parties in arm's length transaction. Consequently, differences may arise between
the carrying value and the fair value estimates.

Asat thereporting datethefair value of all financial assetsand liabilitiesare estimated to approximate their
carrying values.

Number of Employees
Total number of employeesat theend of year 30 39
Average number of employees 32 45

COVID-190UTBREAK ANDITSIMPACT ONFINANCIAL STATEMENTS

The sudden spread of COVID-19 has disrupted lives, livelihoods, communities and businesses worldwide. In
March, 2020, the relevant authorities announced atemporary lockdown as a measure to reduce the spread of the
COVID-19. Complying with the lockdown, the Company offices were also closed . At that difficult time, our
focus was to safeguard the well-being of everyone . Further due to the measures taken by the Government to
control the pandemic has a so badly affected the economic activity and businesseshave cometo ahalt not only in
Pakistan but globally aswell. The Company believesthat this crisis presents an opportunity to take bold actions
and show |eadership and solidarity. Level of communication hasbeen significantly increased and associateshave
been empowered towork remotely.
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Therevenue of the Company was not impacted by COV I D-19 dueto company's operations has been Closed since
August 2016 and remain closed during the year in the period of lockdown and in addition, the Company had to
incur additional cost to ensure safety of itsempl oyeesand stakehol ders. Consequently, Covid-19 being one of the
major factors hence increased the fixed and variable cost and variable overheads. However, after implementing
all the necessary Standard Operating Procedures (SOPs) to ensure safety of employees, the Company henceforth
resumed its limited office operations and has also taken all necessary steps to ensure smooth and adequate
continuation of its business despite of slowed down economic activity. Dueto this, the management has assessed
the accounting implications arising out of these developments on these financial statements, including but not
limitedtothefollowing areas:

» Theimpairment of tangibleandintangibleassetsunder |AS 36, “ | mpairment of non-financial assets”
* Thenet realizablevalueof Inventory under IAS2, “Inventories’

Based on the assessment, there isno significant accounting implication arising out of the effects of COVID-19in
thesefinancia statementsexcept Fixed and Variable cost and variable overheadsas stated above.

34  Approval of financial Statements
Thesefinancial statements were approved by the Board of Directors and authorized for issueon 28 September,
2020.

35 General
i)  Figureshavebeenrounded off to nearest rupee.
ii) Comparative figures have been rearranged and reclassified wherever necessary for the purpose of better
presentation and comparison. However, therewere no significant reclassificationsand restatements.

@y o ot

I shtiag Ahmed Muhammad Irfan Ali Haroon Igbal
CEO & Director Chief Financial Officer Chairman Board of Directors
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PATTERN OF SHAREHOLDING UNDER REGULATION 37 (XX) (1) OF

THE CODE OF CORPORATE GOVERNANCE
AS30TH JUNE 2020

Srl # Categories of Shareholders gT;r;:);rdg—s Number:ecl)(ijhar&s Sharog)hglfding
1 Associated Companies 1 451,185 4.69%
2. NITandICP 5 251,891 2.62%
3. Directors, CEO, their Spouses & Minor Children 7 3,500 0.04%
4. Executives - - 0.00%
5. Public Sector Companies & Corporations 6 2,436 0.03%
6. Banks, Development Finance Institutions, Non-Banking Finance - - 0.00%

Companies, | nsurance Companies, M odarbas & Mutual Funds
7. Individuals 680 8,901,747 92.62%
TOTAL 699 9,610,759 100.00%
DETAILS OF CATAGORIES OF SHAREHOL DERS
Sl # Names Number of Number of Shares % of .
Shareholders held Shareholding
1. Associated Companies
1.1 Dewan Motors (Pvt.) Limited 1 451,185 4.69%
2. NITandICP
2.1 TRUSTEE NATIONAL BANK OF PAKISTAN EMPLOY EES PENSION FUND 1 25,552 0.27%
2.2 TRUSTEE NATIONAL BANK OF PAKISTAN EMPBENEVOLENT FUND TRUST 1 897 0.01%
2.3 CDC-TRUSTEE NATIONAL INVESTMENT (UNIT) TRUST 1 224,486 2.34%
2.4 National Bank of Pakistan 2 956 0.01%
5 251,891 2.62%
3. Directors, CEOQ, their Spouses& Minor Children
Directorsand CEO
3.1 Mr. Haroon Igbal 1 500 0.01%
3.2 Mr. Muhammad Naeemuddin Malik 1 500 0.01%
3.3 Mr. Aziz ul Hagque 1 500 0.01%
3.4 Mr. Ishtiag Ahmed 1 500 0.01%
3.5 Mr. Muhammad Bagar Jafferi 1 500 0.01%
3.6 Mr. Imran Ahmed Javed 1 500 0.01%
3.7 Mr. Zafar AsSim 1 500 0.01%
7 3,500 0.04%
Spouses of Directorsand CEO
| ] ] 000% |
- - 0.00%
Minor Children of Directorsand CEO
| - - 0.00% |
- - 0.00%
Total Directors, CEO, Their Spouses & Children 7 3,500 0.04%
SHAREHOLDERSHOLDING 5% OR MORE OF THE VOTING SHARES/ INTERESTSIN THE COMPANY
Sl # Names Number of Number of Shares % of _
Shareholders held Shareholding
1 Dewan Muhammad Yousuf Farooqui 2 5,102,619 53.09%
DETAILSOF TRADING IN THE SHARES OF THE COMPANY BY DIRECTORS, CEO, CFO, COMPANY SECRETARY,
THEIR SPOUSESAND MINOR CHILDREN

During the year under review, none of the CEO, CFO, Directors, Company Secretary, their spouses and minor children have

traded in the shares of the Company.
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THE COMPANIES ORDINANCE, 1984 FORM 34
(Section 236(1) and 464)
PATTERN OF SHAREHOLDING
1. Incorporation Number | 006194 |
2. Nameof the Company | DEWAN KHALID TEXTILE MILLSLIMITED |
3. Pattern of holding of the shares held by the
Shareholders as at 310110(6]]2(0(2)0
4 Ss;r;?;’djs Shareholdings Total Shares held
320 1 - 100 Shares 7,359
187 101 - 500 Shares 53,252
50 501 - 1,000 Shares 41,491
86 1,001 - 5,000 Shares 205,340
11 5,001 i 10,000 Shares 79,019
6 10,001 ] 15,000 Shares 83,872
9 15,001 ] 20,000 Shares 159,565
3 20,001 ) 25,000 Shares 68,174
2 25,001 - 30,000 Shares 55,552
2 30,001 - 35,000 Shares 65,722
2 35,001 - 45,000 Shares 84,500
1 45,001 : 50,000 Shares 48,750
3 50,001 - 70,000 Shares 199,532
1 70,001 : 80,000 iz: 74,706
1 80,001 ] 100000 o - 81,587
1 100,001 ) 110000 o 105,500
2 110,001 _ 150,000 o . 234,123
1 150,001 ] 175,000 oo on 166,182
1 175,001 - 200,000 g ores 200,000
1 200,001 - 225000 o res 224,486
1 225,001 - 270,000 g yres 261,212
1 270,001 - 280,000 ghares 272,868
1 280,001 - 305,000 ghares 301,912
2 305,001 ) 325,000 Shares 643,236
1 325,001 ] 400,000 Shares 339,015
1 400,001 ] 500,000 Shares 451,185
1 500,001 2,000,000 Shares 1,545,597
1 2,000,001 ) 4,000,000 Shares 3,557,022
| 699 | TOTAL 9,610,759
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5 | Categories of Shareholders | Shares held |  Percentage |
5.1 Directors, Chief Executive Officer, their spouses and 3,500 0.04%
minor children
5.2 Associated Companies, undertakings and related 451,185 4.69%
parties
53 NITandICP 251,891 2.62%
5.4 Banks, Development Financial Institutions Institutions, .
Non-Banking Finance Companies i 0.00%
5.5 Insurance Companies - 0.00%
5.6 Modarabas and Mutual Funds - 0.00%
5.7 Shareholders holding 5% 5,102,619 53.09%
5.8 General Public
a. Loca 8,901,747 92.62%
b. Foreign - 0.00%
5.9 Others (Joint Stock Companies, Brokrage Houses, 2436 0.03%

Employees Funds & Trustees)
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DEWAN KHALID TEXTILE MILLSLIMITED
43RD ANNUAL GENERAL MEETING
FORM OF PROXY

This form of Proxy duly completed must be deposited at our Shares Registrar
Transfer Agent BMF Consultants Pakistan (Private) Ltd. Anum Estate Building,
Room No. 310 & 311, 3rd Floor, 49, Darul Aman Society, Main Shahrah-e-Faisal,
Adjacent Baloch Colony Bridge, Karachi-75350, Pakistan. Not | ater than 48 hoursbefore
thetimeof holding the meeting A Proxy should al so beamember of the Company.

I/we

of being amember (s) of

DEWANKHALIDTEXTILEMILLSLIMITED andholder of

Ordinary Sharesasper Registered Folio No./CDC Participant's| D and Account No.

hereby appoint

of

or failing him

of
who is aso member of DEWAN KHALID TEXTILE MILLS LIMITED vide Registered Folio

No./CDC Participant's| D and Account No. asmy/our proxy to votefor me/usand
on my/our behalf at the 43rd Annual General Meeting of the Company to be held on M onday, October
26th, 2020 at 11: 30 p.m. and any adjournment thereof .

Signedthis day of 2020.

Affix
Revenue
Stamp
Rs. 5/-
Signature
Witness: Witness:
Signature Signature
Name; Name:

Address; Address:
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