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BABRI COTTON MILLS LIMITED
DIRECTORS’ REVIEW REPORT TO THE SHAREHOLDERS

On behalf of the Board of Directors (BOD), we present the un-audited reviewed financial
statements of the Company for the 2nd quarter & half year ended 315t December 2020.

FINANCIAL HIGHLIGHTS

Key financial results of the Company for the review period and their comparison with the
corresponding period of last year are tabulated below:

Quarter Half

Ended Year Ended

Dec. 31, Dec. Dec. 31, Dec. 3],
2020 31, 2020 2019
2019
Rs. in Millions

Sales-net 242.039 576.770 357.797 897.535
Gross loss (39.796) (7.700) (108.557) (31.83¢)
Loss from operations (72.025) (38.696) (152.111) (83.207)
Loss before taxation (74.472) (80.445) (174.316) (166.984)
Loss after taxation (116.723) (98.504) (218.303) (159.947)

Loss per share (31.96) (59.78) (43.80)

The turnover of the Company, for the half year ended 31 December, 2020 has decreased by
Rs.539.738 million as compared to the previous period. Further, the Company, in the period under
report, has incurred loss before tax amounting to Rs.174.316 million and loss after tax of
Rs.218.303 million in comparison with loss before tax amounting to Rs.166.984 million and loss
after tax amounting to Rs.159.947 million respectively, in the previous comparative period. The
Company temporarily suspended its operations from March 25, 2020 due to Covid-19 pandemic.
However, the Company was unable to start its operations again due to heavy losses and laid off its
employees/workers inthe month of July, 2020 and closed the mills. The Company with the approval
of its shareholders, has given its factory buildings and plant & machinery on lease to Janana De
MaluchoTextile Mills Ltd. (JDM), in order to keep its plant & machinery in excellent working
condition. This is a stop gap / interim arrangementtill the completion of merger of both the entities.

We would also like to inform the members of the Company that the merger of the Company
with JDM is in process. The Competition Commission of Pakistan has granted its approval for
the merger of both the Companies. The BOD has called an extra ordinary general meeting
(EOGM) of the Company on 13 March 2021, in order to get the approval of members on the
decision of the BOD to merge / amalgamate both the Companies. After the approval from
members a petition shall be filed with the High Court for its approval.

GENERAL MARKET CONDITION

The textile industry has shown phenomenal growth in the current six months. The texfile
exports increased by 7.79pc to $7.442bn in Jul.-Dec. 2020 against $6.904bn in the same
period last year. The imports into the country during the period under review also
increased by 5.72pc by growing from $23.195bn last year to $24.521bn during the first half
of current fiscal year. The country’s trade deficit increased by 6.44pc during July-
December, as compared to the corresponding period of last year.
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BABRI COTTON MILLS LIMITED

FUTURE OUTLOOK

There are few challenges that are likely to keep haunting the textile industry. These
challenges include energy affordability cost, shortage of quality raw material,
infrastructure hurdles, skill development constraints, foreign exchange volatility and above
all, the inconsistent short term and long-term policies of the Govt. The current cotton crop
of Pakistan has failed and quality of cotton is very poor which can only produce 20/s to 30/s
count.

COMMENTS ON “EMPHASIS OF MATTER” PARAGRAPH IN THE AUDITOR'S REPORT

The GIDC issue has been currently challenged in the Peshawar High Court (PHC) as well
as OGRA as the Company, being a spinning unit and producing raw material for weaving
sector has not passed on burden of GIDC to its customers and company has never made
any provision of GIDC expense in its accounts, which is conclusive proof that GIDC effect
has not been passed on to the consumer. The yarn market is not a regulated market i.e.,
textile units are price takers not the price makers, therefore, spinning sector could not add
GIDC in their prices and certainly has not collected the same from its customers. The PHC
in its order dated 16-09-2020, has referred the case to OGRA and has asked them to hear
the pleas of Textile sector and give decision on this point of Law.

The Company, has also filed another petition in PHC and PHC has granted stay order
against recovery of GIDC. The lawyers hired by KPTMA have said that we have a strong
and reasonable case, so we are hopeful that decisions from PHC and OGRA will be in the
favor of the Company and the spinning industry.

COMMENTS ON “MATERIAL UNCERTAINTY RELATING TO GOING CONCERN” PARAGRAPH IN
THE AUDITOR’S REPORT

The financial statements have been prepared on going concern basis as fixed assets of
the Company are operational and have been leased to JDM. The Company's fixed assets
are generating present and future economic benefits for JOM. Further, the Company's
liabilities will be assumed by JDM after completion of merger of both entfities.

ACKNOWLEDGMENT

The Board places on record its appreciation for the support of its bankers who have
constantly facilitated the Company in financially difficult times. The hard work and
diligence of the Company’'s senior management and the production workers is also
commendable. We look forward to same dedication and cooperation from them in the
future as well.

On behalf of the Board of Directors

—
Ahmad Kuli Khan Khattak Muhammad Iftikhar Ali
Director Chief Executive Officer

Dated: February 28, 2021
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Independent Auditors' Review Report to the Members of
Babri Cotton Mills Limited

Report on Review of Interim Financial Statements
Introduction

We have reviewed the accompanying condensed interim statement of financial position of Babri Cotton Mills
Limited (the Company) as at December 31, 2020 and the related condensed interim statement of profit or
loss and other comprehensive income, condensed interim statement of changes in equity, and condensed
interim statement of cash flows, and notes to the condensed interim financial statements for the six
months period then ended (here-in-after referred to as " interim financial statements"). Management is
responsible for the preparation and presentation of these interim financial statements in accordance with
accounting and reporting standards as applicable in Pakistan for interim financial reporting. Our responsibility
is to express a conclusion on these interim financial statements based on our review.

The figures of the condensed interim statement of profit or loss and other comprehensive income for the
quarters ended December 31, 2019 and December 31, 2020 have not been reviewed, as we are required to
review only the cumulative figures for the six months period ended December 31, 2020.

Scope of Review

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

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
interim financial statements are not prepared, in all material respects, in accordance with the accounting and
reporting standards as applicable in Pakistan for interim financial reporting.

Emphasis of Matter

We draw attention to note 14.1 to the interim financial statements, which describes the matter
regarding non-provisioning of Gas Infrastructure Development Cess aggregating Rs.345.261 million
demanded by Sui Northern Gas Pipelines Ltd. Our review report is not modified in respect of this matter.

Uncertainty relating to Going Concern

We draw attention to note 1.2 to the interim financial statements, which describes the reason for preparation
of these condensed interim financial statements on going concern basis despite the fact that accumulated
loss aggregated Rs.300.454 million and the Company's current liabilities exceeded its current assets by
Rs.785.247 million on the reporting date. These events and conditions indicate that a material uncertainty
exists that may cast significant doubt on the Company's ability to continue as a going concern. Our review
report is not modified in respect of this matter.

The engagement partner on the review resulting in this independent auditors' review report is Nafees ud din.

SHINEWING HAMEED CHAUDHRI & CO.,
LAHORE: 28 February, 2021 CHARTERED ACCOUNTANTS

BABRI COTTON MILLS LIMITED



BABRI COTTON MILLS LIMITED

Condensed Interim Statement of Financial Position as at December 31, 2020

Dec. 31, June 30,
2020 2020
Un-audited Audited
Assets Note Rupees in thousand
Non-current assets
Property, plant and equipment 5 1,390,036 1,681,485
Investments in an Associated Company 6 241,997 234,288
Long term loans 148 200
Security deposits 929 1,033
1,633,110 1,917,006
Current assets
Stores, spares and loose tools 21,412 23,951
Stock-in-trade 28,335 430,898
Trade debts 9,116 6,406
Loans and advances 41,739 12,849
Prepayments 174 2,751
Other receivables 5,887 5,887
Income tax refundable, advance tax and
tax deducted at source 24,006 45,222
Cash and bank balances 26,225 4,389
Non-current assets held-for-sale 7 77,688 0
234,582 532,353
Total assets 1,867,692 2,449,359
Equity and liabilities
Equity
Authorised capital 250,000 250,000
Issued, subscribed and paid-up capital 36,522 36,522
Capital reserves
- share premium 15,096 15,096
- revaluation surplus on property, plant and equipment 8 831,815 911,638
Revenue reserves
- general reserve 88,000 88,000
- gain on remeasurement of forward foreign
exchange contracts 1,984 2,032
- accumulated loss (300,454) (64,468)
Shareholders' equity 672,963 988,820
Liabilities
Non-current liabilities
Long term finances 9 152,322 174,580
Staff retirement benefits - gratuity 10 13,370 73,431
Deferred taxation 9,208 9,208
174,900 257,219
Current liabilities
Trade and other payables 11 429,751 434,527
Advances received against sale of freehold land 71 212,400 0
Unclaimed dividends 2,431 2,431
Accrued interest / mark-up 12,395 46,848
Short term finances 12 314,505 669,673
Current portion of long term finances 9 42,865 26,607
Taxation 13 5,482 23,234
1,019,829 1,203,320
Total liabilities 1,194,729 1,460,539
Contingencies and commitments 14
Total equity and liabilities 1,867,692 2,449,359

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

N

_ Y
Muhammad Iftikhar Ali Ahmad Kuli Khan Khatak Nasir Mehmood
Chief Executive Director Chief Financial Officer
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BABRI COTTON MILLS LIMITED

Condensed Interim Statement of Profit or Loss & Other

Comprehensive Income (Un-audited)
For the Quarter and Six Months Period Ended December 31, 2020

Note

Sales - net

Cost of sales

Gross loss

Distribution cost

Administrative expenses

Other expenses 15

Other income

Loss from operations

Finance cost

Share of profit / (loss) of an
Associated Company 6

Loss before taxation

Taxation
- current 13
- prior year 13.2

- deferred

Loss after taxation
Other comprehensive income

Deficit / surplus arisen upon
revaluation of property,
plant and equipment 8.1

Deferred taxation 8.1

Total comprehensive loss
for the period

Loss per share

Quarter ended Six months period ended
Dec. 31, Dec. 31, Dec. 31, Dec. 31,
2020 2019 2020 2019
---------------- Rupees in thousand ----------------
242,039 576,770 357,797 897,535
281,835 584,470 466,354 929,371
(39,796) (7,700) (108,557) (31,836)
1,908 3,901 2,280 6,862
5,971 27,293 16,960 45,746
27,464 0 27,464 0
(3,114) (198) (3,150) (1,237)
32,229 30,996 43,554 51,371
(72,025) (38,696) (152,111) (83,207)
13,510 40,742 33,268 82,770
(85,535) (79,438) (185,379) (165,977)
11,063 (1,007) 11,063 (1,007)
(74,472) (80,445) (174,316) (166,984)
3,746 7,628 5,482 13,256
49 (11,089) 49 (11,089)
38,456 21,520 38,456 (9,204)
42,251 18,059 43,987 (7,037)
(116,723) (98,504) (218,303) (159,947)
(132,608) 40,877 (132,608) 40,877
38,456 (4,129) 38,456 (4,129)
(94,152) 36,748 (94,152) 36,748
(210,875) (61,756) (312,455) (123,199)
------------------------- Rupees ----===s=smmmmmnmnmnnnnn
(31.96) (26.97) (59.78) (43.80)

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

Muhammad Iftikhar Ali
Chief Executive

Director

8

—
Ahmad Kuli Khan Khatak

Nasir Mehmood
Chief Financial Officer



BABRI COTTON MILLS LIMITED

Condensed Interim Statement of Cash Flows (Un-audited)
For the Six Months Period Ended December 31, 2020

Cash flows from operating activities
Loss for the period - before taxation and share of
profit / (loss) on investments in an Associated Company
Adjustments for non-cash charges and other items:
Depreciation
Impairment loss on non-current assets held-for-sale
Amortisation of gain on forward foreign exchange contracts
Loss on sale of plant and machinery
Staff retirement benefits - gratuity (net)
Finance cost
Loss before working capital changes

Effect on cash flows due to working capital changes
(Increase) / decrease in current assets:

Stores, spares and loose tools

Stock-in-trade

Trade debts

Loans and advances

Prepayments

Other receivables

Sales tax refundable
Increase / (decrease) in trade and other payables

Cash generated from operations
Taxes paid
Net cash generated from operating activities

Cash flows from investing activities
Fixed capital expenditure
Advances received against sale of freehold land
Proceeds from sale of plant & machinery
Security deposits
Net cash generated from / (used in) investing activities

Cash flows from financing activities
Long term finances - net
Short term finances - net
Finance cost paid

Net cash used in financing activities

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

Cash and cash equivalents - at end of the period

Six months period ended

Dec. 31,
2020

Dec. 31,

2019

(Rupees in thousand)

(185,379)  (165,977)
30,112 34,902
16,052 0

(48) (81)
11,412 0
(60,061) (3,961)
33,268 82,770
(154,644) ~ (52,317)

2,539 6,128

402,563 344,221

(2,710)| | (44,092)

(28,838) (5,394)
2,577 (2,419)
0 (2,991)

0 79,971
@4777| | (27,536)
371,354 347,888
216,710 295,571
(2,067) (2,917)
214,643 292,654
(75)] [ (12,080)
212,400 0
23,653 0
104 0
236,082 (12,080)
(6,000)] [ (24,890)

(355,168)| | (177,545)
67,721)| | (75,993)

(428,889)  (278,428)
21,836 2,146

4,389 2,952
26,225 5,098

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

—
Muhammad Iftikhar Ali Ahmad Kuli Khan Khatak
Chief Executive Director

9

N

Nasir Mehmood
Chief Financial Officer




BABRI COTTON MILLS LIMITED

Condensed Interim Statement of Changes in Equity (Un-audited)
For the Six Months Period Ended December 31, 2020

Capital Reserves Revenue Reserves
Revaluation
Gainon | (Accumul-
Sha_re Sha.re surplus on General | hedging | ated loss) / Total
capital | premium | property, pl- .
reserve |instrume-| unappropr-
reserve ant and . )
. nts iated profit
equipment
----------------------------- Rupees in thousand
Balance as at June 30, 2020 (audited) 36,522 15,096 911,638 88,000 2,032 (64,468) 988,820
Total comprehensive loss for the
period ended December 31, 2020 0 1} (94,152) 0 0 (218,303) (312,455)
Amortisation of gain on forward
foreign exchange contracts 0 0 0 0 (48) 0 (48)
Transfer from surplus on revaluation
of property, plant and equipment
(net of deferred taxation)
- on account of incremental
depreciation for the period 0 0 (5,076) 0 0 5,076 0
- upon sale of revalued assets 0 0 19,985 0 0 (19,985) 0
Share of revaluation surplus on
property, plant and equipment of
an Associated Company 0 0 (580) 0 0 0 (580)
Effect of items directly credited in
equity by an Associated Company 0 0 0 0 0 (2,774) (2,774)
Balance as at December 31, 2020
(un-audited) 36,522 15,096 831,815 88,000 1,984 (300,454) 672,963
Balance as at June 30, 2019 (audited) 36,522 15,096 898,868 88,000 2,139 280,886 1,321,511
Total comprehensive loss for the
period ended December 31, 2019 0 [} 36,748 0 0 (159,947) (123,199)
Amortisation of gain on forward
foreign exchange contracts 0 0 0 0 (51) 0 (51)
Transfer from surplus on revaluation
of property, plant and equipment on
account of incremental depreciation for
the period - net of deferred taxation 0 0 (7,370) 0 0 7,370 0
Share of revaluation surplus on
property, plant and equipment of
an Associated Company 0 0 (804) 0 0 0 (804)
Effect of items directly credited in
equity by an Associated Company 0 0 0 0 0 12,438 12,438
Balance as at December 31, 2019
(un-audited) 36,522 15,096 927,442 88,000 2,088 140,747 1,209,895
The annexed notes form an integral part of these condensed interim financial statements.
g ¥
Muhammad Iftikhar Ali Ahmad Kuli Khan Khatak Nasir Mehmood

Chief Executive

Director

10

Chief Financial Officer



1.2

1.3

a)

b)

c)

d)
e)

2.2

23

Notes to the Condensed Interim Financial Statements (Un-audited)
For the Six Months Period Ended December 31, 2020

Legal status and operations

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

These financial statements have been prepared on going concern basis as fixed assets of
the Company are operational and have been leased to Janana De Malucho Textile Mils Ltd.
(JDM - an Associated Company). The Company's fixed assets are generating present and
future economic benefits for JDM. Further, the Company's liabilities will be assumed by JDM
after completion of merger of both entities.

The members of the Company in the annual general meeting held on October 21, 2020 have
passed the special resolution whereby the Company has leased its factory buildings and plant
& machinery to Janana De Malucho Textile Mills Ltd. (JDM - an Associated Company). The
salient terms of this lease agreement are as follows:

The lease rentals are Rs.100,000/- per month. The amount of lease rent has been
determined on the basis that JDM shall bring back and keep the machinery of the Company in
working condition.

JDM shall not only maintain the machinery by oiling & cleaning and also use the machinery
for manufacturing purposes so that unit shall remain in good working condition.

The term of lease has commenced from October 01, 2020 and shall continue till June 30,
2022.

Both the companies have the option to terminate the lease with one month prior notice.

The lease of assets is a stop gap / interim arrangement till the completion of merger of both
the entities.

Basis of preparation
Statement of compliance

These condensed interim financial statements of the Company have been prepared in
accordance with the accounting and reporting standards as applicable in Pakistan for interim
financial reporting. The accounting and reporting standards as applicable in Pakistan for
interim financial reporting comprise of:

- International Accounting Standard ( IAS) 34, "Interim financial reporting", issued by the
International Accounting Standards Board (IASB) as notified under the Companies Act,
2017; and

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

Where the provisions of and directives issued under the Companies Act, 2017 differ with the
requirements of IFRS standards, the provisions of and directives issued under the
Companies Act, 2017 have been followed.

These condensed interim financial statements do not include all the information required for
full annual financial statements and should be read in conjunction with the annual audited
financial statements of the Company as at and for the year ended June 30, 2020.

The comparative condensed interim statement of financial position presented in these
condensed interim financial statements has been extracted from the audited financial
statements of the Company for the year ended June 30, 2020, whereas the comparative
condensed interim statement of profit or loss & other comprehensive income, condensed
interim statement of changes in equity and condensed interim statement of cash flows have
been extracted from the un-audited condensed interim financial statements for the period
ended December 31, 2019.

11
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BABRI COTTON MILLS LIMITED
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2.6

341

a)

b)

4.2

4.3

These condensed interim financial statements are un-audited and are being submitted to
the shareholders as required by the listing regulations of Pakistan Stock Exchange Ltd. vide
section 237 of the Companies Act, 2017.

Basis of measurement

These condensed interim financial statements have been prepared under the historical
cost convention except for the Company's liability under defined benefit plan (gratuity), which
is determined on the present value of defined benefit obligations determined by an
independent actuary and property, plant and equipment at revalued amounts assessed by an
independent valuer.

Functional and presentation currency

These condensed interim financial statements are presented in Pak Rupees, which is also
the Company’s functional currency. All amounts have been rounded to the nearest thousand,
unless otherwise stated.

Significant accounting policies

The accounting policies and methods of computation adopted in the preparation of these
condensed interim financial statements are the same as those applied in the preparation of
audited annual financial statements of the Company as at and for the year ended
June 30, 2020.

Changes in accounting standards, interpretations and pronouncements

Standards and amendments to approved accounting and reporting standards that are
effective

There are certain amendments and interpretations to the accounting and reporting standards,
which are mandatory for the Company's annual accounting period commenced on July 01,
2020. However, these do not have any significant impact on the Company's financial
reporting and, therefore, have not been disclosed in these condensed interim financial
statements

Standards and amendments to approved accounting and reporting standards that are
not yet effective

There are certain amendments and interpretations to the accounting and reporting standards,
that will be mandatory for the Company's annual accounting periods commencing on or after
January 01, 2021. However, these will not have any material impact on the Company's
financial reporting and, therefore, have not been disclosed in these condensed interim
financial statements.

Accounting estimates, judgments and financial risk management

The preparation of condensed interim financial statements in conformity with accounting and
reporting standards, as applicable in Pakistan, requires management to make judgments,
estimates and assumptions that affect the application of the accounting policies and reported
amounts of assets, liabilities, income and expenses. The estimates and associated
assumptions are based on historical experience and various other factors that are believed to
be reasonable under the circumstances, the results of which form the basis of making the
judgments about the carrying values of assets and liabilities that are not readily apparent from
other sources. Actual results may differ from these estimates.

The significant judgments made by the management in applying the Company's accounting
policies and the key sources of estimation uncertainty were the same as those that were
applied to the annual audited financial statements of the Company as at and for the year
ended June 30, 2020.

The Company’s financial risk management objectives and policies are consistent with those
disclosed in the audited annual financial statements as at and for the year ended June 30,
2020.

12



BABRI COTTON MILLS LIMITED

5. Property, plant and equipment

Book value as at June 30, 2020
Movement during the period:

Revaluation (deficit) / increment arisen upon latest
revaluation incorporated:

-buildings on freehold land
- plant & machinery

- generators

Addition in office equipment
Book value of plant & machinery sold
Transfer to held for sale category:

- freehold land

- plant & machinery

Depreciation charge for the period

Book value as at December 31, 2020

Note

Un-audited
Dec. 31,
2020
(Rupees in
thousand)
1,681,485

5.1
5.1
5.1

(5,435)
(135,131)
7,958

(132,608)
75
(35,065)

(56,640)
(37,099)

93,739
30,112

1,390,036

5.1 Revaluation (deficit) / surplus on each class of assets, as a result of latest revaluation as
detailed note 8.1, has been determined as follows:

Particulars Freehold land Buildings on frechold Iand. - PIar!t & Generators Total
Factory | Non-factory | Residential | machinery
.............................. Rupees inthousand =====-=sceseeceaccacaacaanann=
Cost / revaluation as at
June 30, 2020 487,240 193,236 22,963 19,896 1,132,063 189,416 2,044,814
Accumulated depreciation to
June 30, 2020 0 34,598 1,381 5,751 269,473 61,747 372,950
Book value before
revaluation adjustments
as at June 30, 2020 487,240 158,638 21,582 14,145 862,590 127,669 1,671,864
Revalued amounts 487,240 155,161 19,365 14,404 727,459 135,627 1,539,256
Revaluation (deficit) / surplus 0 (3,477) (2,217) 259 (135,131) 7,958 (132,608)
6. Investments in an Associated Company - Quoted
Janana De Malucho Textile Mills Ltd. (JDM)
341,000 ordinary shares of Rs.10 each - cost-Equity held: 7.13% 4,030
Post acquisition profit and other comprehensive income brought
forward including effect of items directly credited in equity 67,043
Share of revaluation surplus on property, plant and equipment 161,002
Profit for the period - net of taxation 11,063
Share of other comprehensive loss (1,141)
241,997
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BABRI COTTON MILLS LIMITED

6.1

6.2

7.1

7.2

8.1

Although the Company has less than 20% voting rights in JDM as at
December 31, 2020 and June 30, 2020, JDM has been treated as an Associated Company
by virtue of common directorships.

Market value of the Company's investments in JDM as at December 31, 2020 was
Rs.26.008 million (June 30, 2020: Rs.26.813 million).

Non-current assets held-for-sale Un-audited
Dec. 31,
2020
Note (Rupees in
thousand)
Freehold land to be transferred to Janana
De Malucho Textile Mills Ltd.(JDM) 71 56,640
Plant & machinery to be transferred to Ideal
Trading Company, Faisalabad 7.2 21,048
77,688

The Company, during the period, has entered in to an agreement with JDM (an Associated
Company); the Company is an exclusive owner of the area of land measuring 354 marlas and
has agreed to sell the said land according to the terms of sale as under:

a) the price of land is Rs.600,000/- per marla and total consideration is Rs.212.400 million;
b) the total amount has been paid in advance by JDM;

c) JDM has taken possession of the area of land and the area is secured with barbed wire;
d) JDM has purchased this land to construct quarters for its workers;

e) transfer of land in the name of JDM shall be done after completion of all legal

formalities; and

f) the total expenses on the execution of agreement, transfer of land, attorney fees, etc.
shall be borne by JDM.

The Company, during the period, has entered into an agreement with Ideal Trading Company
for the sale of plant & machinery. The Company has received advances from the party, which
have been grouped under trade and other payables.

Revaluation surplus on property, plant and equipment - net
Note Un-audited Audited
Dec. 31, June 30,
2020 2020
(Rupees in thousand)
Revaluation surplus on the Company's
property, plant & equipment 8.1 670,813 750,056

Share of revaluation surplus on property, plant
and equipment of an Associated Company 6 161,002 161,582

831,815 911,638

The management of the Company, during the period, has again revalued its freehold land,
buildings on freehold land, plant & machinery and generators. The revaluation exercise has
been carried-out by independent Valuers - Hamid Mukhtar & Co. (Pvt) Ltd. Lahore. Freehold
land has been revalued on the basis of current market value whereas buildings on freehold
land, plant & machinery and generators have been revalued on the basis of depreciated
market values. The net deficit arisen on latest revaluation aggregating Rs.132.608 million has
been debited to this account. The period-end balance has been arrived at as follows:
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BABRI COTTON MILLS LIMITED

Un-audited
Dec. 31,
2020
(Rupees in
Note thousand)
Opening balance 858,894
Add: net deficit arisen on revaluation carried-out
during the period 5.1 (132,608)
Less: transferred to accumulated loss:
- on account of incremental depreciation for the period (7,150)
- upon sale of revalued assets 28,148
747,284

Less: deferred tax on:

- opening balance of surplus 108,838
- deficit arisen on revaluation carried-out during the period (38,456)|
- incremental depreciation for the period (2,074)|
- sale of revalued assets 8,163 |
76,471
670,813
9. Long term finances - secured Un-audited Audited
Dec. 31, June 30,
2020 2020
Note (Rupees in thousand)
The Bank of Khyber
- demand finance - | 121,792 121,792
- demand finance - Il 24,840 30,840
Sindh Modaraba - diminishing musharaka 48,555 48,555
195,187 201,187
Less: current portion grouped under current liabilities 42,865 26,607

152,322 174,580

10. Staff retirement benefits - gratuity
The Company, during the period, has paid gratuity benefits aggregating Rs.60.061 million.
11. Trade and other payables

Creditors 253,625 253,180
Due to an Associated Company 0 4,851
Advances from customers - contract liabilities 40,114 20,001
Accrued expenses 43,369 83,292
Interest free security deposits - repayable on demand 170 170
Due to Waqf-e-Kuli Khan 12,048 12,048
Advances received against sale of plant & machinery 1.1 24,026 0
Income tax deducted at source 11,096 12,089
Sales tax payable 43,175 47,967
Others 2,128 929

429,751 434,527

11.1 The Company, during the period, has received advances aggregating Rs. 51.700 million from
Ideal Trading Company, Faisalabad and sold it plant & machinery valuing Rs. 27.674 million.
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12.

13.

13.1

13.2

13.3

13.4

Un-audited Audited
Dec. 31, June 30,

2020 2020
Short term finances - secured (Rupees in thousand)
National Bank of Pakistan 56,009 411,177
The Bank of Khyber 258,496 258,496

314,505 669,673

BABRI COTTON MILLS LIMITED

Taxation - net Un-audited
Dec. 31,
2020
(Rupees in
thousand)

Balance as at June 30, 2020 23,234

Add: provision made during the period:

current 5,482

prior year 49

5,531

28,765

Less: payments / adjustments made against completed assessments 23,283
5,482

Income tax return of the Company for tax year 2020 (accounting period ended June 30, 2020)
has been filed during the period.

The Company had filed a writ petition before the Peshawar High Court (PHC) under article
199 of the constitution of Pakistan praying that amendments introduced in section 65B of the
Ordinance, by inserting a proviso through Finance Act, 2019 whereby tax credit of 10% was
reduced to 5% for the tax year 2019, be declared illegal, unlawful and void ab initio; further
the said amendments could not be applied retrospectively. The PHC vide its order dated
December 31, 2019 had ordered that the Company be allowed to submit its return manually
or by making adjustment in e-portal / computer system as provisional interim arrangement, as
per un-amended provisions of section 65B of the Ordinance (prior to amendment through the
Finance Act, 2019). This reversal represented short tax credit adjusted against tax provision
for the year ended June 30, 2019, which was incorporated in preceding year's financial
statements.

The minimum tax demand under section 113 of the Ordinance relevant to tax years 2010,
2011 and 2012 has been deleted in the amended Finance Act, 2015 as per sub-clause (xx) of
clause (11A) in part IV of the second schedule to the Ordinance. The writ petition filed before
the Islamabad High Court, therefore, would have no effect on the demand. The Company,
therefore, has withdrawn the writ petition on the point of clause added in the Ordinance as
clause (xx) of clause (11A) in part IV of the second schedule to the Ordinance. The Company
would not be liable for payment of any tax amount for the tax years 2010, 2011 and 2012.

There has been no significant change during the current period in the status of taxation

matter as detailed in note 26.5 to the audited financial statements of the Company for the
year ended June 30, 2020.

16



BABRI COTTON MILLS LIMITED

14.

141

14.2

14.3

Contingencies and commitments

Gas Infrastructure Development Cess (GIDC) was initially imposed as a levy on gas
consumers during the year 2011 vide the GIDC Act, 2011. The said Act was challenged
before the Peshawar High Court (PHC), which declared the levy of GIDC unconstitutional.
The Government had challenged the PHC’s judgment before the Supreme Court of Pakistan
(SCP). The SCP had upheld the PHC’s decision declaring GIDC a fee and not a tax that
could not be introduced through money bill. Soon after the said judgement, GIDC Ordinance,
2014 was promulgated through which GIDC was again imposed. The Ordinance was also
given retrospective effect from December 15, 2011. While the Ordinance was still in the field,
the Government sought review of the SCP’s judgment, which was also dismissed by the SCP.

During May, 2015, the Government had passed the GIDC Act, 2015 whereby GIDC was
again imposed on gas consumers. The Company had filed the writ petition before the PHC
and challenged the validity of the GIDC Act, 2015. The PHC had dismissed the writ petition of
the Company vide its judgment dated May 31, 2017 and declared the GIDC Act, 2015 to be
intra vires of the Constitution. The Company has preferred an appeal before the SCP against
the said judgment of PHC. The SCP vide its detailed judgment dated August 13, 2020 has
declared the GIDC Act, 2015 as valid and constitutional. The SCP in its said judgment stated
that the Cess under GIDC Act, 2015 is applicable only to those consumers of natural gas,
which on account of their industrial or commercial dealings had passed on the GIDC burden
to their end customers/clients.

Subsequently, the Company has filed a review petition against the said judgement of the SCP
for waiver of the full amount of GIDC Cess on the ground that the Company, being spinning
unit and producing raw materials for weaving sector, has not passed on the GIDC burden to
its customers. The SCP has dismissed the aforementioned review petition vide its judgment
dated November 02, 2020; however, the SCP, in its said judgment, has mentioned that the
companies claiming any relief under GIDC Act, 2015 may approach the right forum.

After the SCP’s judgment dated August 13, 2020, the Company has received GIDC
instalment bills from Sui Northern Gas Pipelines Ltd.(SNGPL). The said GIDC bills have been
challenged before the PHC wherein PHC granted stay order and restrained SNGPL from
taking any coercive action against the Company and other petitioners. The matter is still
pending before the court of law for judgment. The lawyers representing the Company in the
subject case are very hopeful for favourable judgment.

SNGPL, along with gas bill for the month of August, 2020, has raised GIDC demands
aggregating Rs.345.261 million against which provisions have not been recognised in the
books of account.

Earlier, during the year 2018, the Company had filed writ petition before the PHC with the
plea that the Company did not pass on the GIDC to its end customers and sought relief under
Section 8 (2) of the GIDC Act, 2015. The PHC had granted interim relief and refrained
SNGPL from recovering the GIDC from the Company. After the SCP’s judgment dated August
13, 2020, the PHC had referred the case to OGRA being the relevant authority for
determining the fact whether the Company and other petitioners had passed the GIDC
burden to their end customers or not. The matter is pending with OGRA for decision.

Guarantee amounting Rs.75 million (June 30, 2020: Rs.75 million) issued by National Bank of
Pakistan on behalf of the Company in favour of Sui Northern Gas Pipelines Ltd. was
outstanding as at December 31, 2020.

No commitments were outstanding as at December 31, 2020 and June 30, 2020.
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BABRI COTTON MILLS LIMITED

15. Other expenses Cumulative
Jul. - Dec., Jul. - Dec,,
2020 2019
(Rupees in thousand)

Loss on sale of plant & machinery 11,412 0
Impairment loss on transfer of plant & machinery to

held-for-sale category 16,052 0

27,464 0

16. Transactions with related parties

16.1 Significant transactions made during the period with related parties were as follows:

Cumulative
Name Nature of transaction Jul. - Dec., Jul. - Dec.,
2020 2019
Associated Companies (Rupees in thousand)

Janana De Malucho Residential rent paid 532 1,064
Textile Mills Ltd. Utilities / expenses:

- recovered 48,364 0

- paid a77 77
Salaries & benefits

- recovered 582 0

- paid 2,281 1,612

Sale of raw cotton 51,894 32,777

Sale of stores and spares 8,998 0

Purchase of stores and spares 2,753 0

Lease rentals received 300 0
Advances received against

sale of freehold land 212,400 0
Rahman Cotton Mills Ltd. Sale of raw cotton 0 40,101
Other related parties
Key management personnel Salaries and benefits 0 17,594
16.2 Period-end balances (grouped under loans and Un-audited Audited
advances) were as follows: Dec. 31, June 30,
2020 2020

(Rupees in thousand)

Due from Rahman Cotton Mills Ltd.
Due from / (to) Janana De Malucho Textile Mills Ltd.

4,047
29,920

4,047
(4,851)

17. Corresponding figures

Corresponding figures have been re-arranged and re-classified, wherever necessary, for the
purposes of comparison; however, no significant re-classifications / re-statements have been
made to these condensed interim financial statements.

18. Date of authorisation for issue

These condensed interim financial statements were approved and authorised for issue by the
Board of Directors of the Company on February 28, 2021.

N

Muhammad Iftikhar Ali
Chief Executive

—
Ahmad Kuli Khan Khatak
Director
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