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Gulistan Spinning Mills Limited

CORPORATE VISION / MISSION STATEMENT

Vision:
Hll We aim to re-built the Company.
Mission:
HH To become again a quality manufacturer of textile products,



GULISTAN SPINNING MILLS LIMITED

NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that Annual General Meeting of Gulistan Spinning Mills
Limited (the “Company™) will be held at 2" Floor Finlay House, L1, Chundrigar
Road, Karachi on Saturday 24" June, 2023 at 11:45 a.m, to transact the following
business:

I. To confirm the minutes of the last Annual General Meeting of the Company.

[ ]

To receive, consider and adopt the audited financial statements of the
Company for the financial year ended on June 30, 2021 together with
Directors” and Auditors’ Reports thereon and endorsement of 2020 audited
accounts from the members of the company.

3. To appoint auditors of the company for the next financial year 2021-2022 and
fix their remuneration. The retiring Auditors M/s Malik Harcon Shahid Safder
& Co, Chartered Accountants, being eligible, have offered themselves for
reappointment as Auditors of the company.

4, To transact any other business with the permission of the Chairman.

By Order

Muham
Lahore: Company Wecp
June 03.2023

NOTES:

1. The share transfer books of the company will remain closed and no transfer of
shares will be accepted lor registration from 17" June, 2023 to 24" June,

2023 (both days inclusive).

2. A member entitled to attend and vote at the general meeting may appoint any
other member as proxy in writing lo attend the meeting and vote on his’/her
behalf. Duly completed form(s) of proxy must be deposited with the Company
at the Registered Office of the Company not later than 48 hours before the
time fixed for the meeting.

3. CDC Account Holders are requested to bring with them their CNIC along with
participant 1.D &their account number at the time of meeting in order to
facilitate identification. In case of corporate entity, a certified BOD resolution/
valid power of attorney with specimen signature of the nominee be produced
at the time of meeting,

4. Members are requested to notify immediately changes ol their addresses (if
any) to our Shares Registrar M/s Hameed Majeed Associates (Pvt) Limited,
Karachi Chamber, Hasrat Mohani Road, Karachi.
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GULISTAN SPINNING MILLS LIMITED

CHAIRMAN REVIEW

The Company is very hopeful that with restructuring and settlement of amounts,
the pending issues with financial institutions will be settled, the financial health of
the Company will be improved which will enable the Company to focus on new
profitable avenues. The scheme of arrangement with creditors has been signed and
submitted in Sindh High court Karachi. The shareholders have already approved
the Scheme in the meeting dated 15.07.2019 held by the chairman appointed by
the court pursuant to the order dated 21.06.2019.All pending litigations with
banks will be withdrawn as per the Scheme of Arrangement.

ACKNOWLEDGEMENTS

The performance of our Board and the services render by the management and
staff of the Company is appreciated.

Muhammad Akhtar Mirza
Lahore - 02.06.2023
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Gulistan Spinning Mills Limited

2* Floor Finlay House L1, Chundrigar Road . Karachi (Pakistan)
‘ ‘ ‘ ‘ Tel: (92-42) 371755831

Director’s Report to Shareholders

The Directors of your Company are pleased to place their report together with the Auditor’s Report
and audited Financial Statements of the Company for the year ended June 30, 2021 at the Annual
General Meeting of Company.

The previgus auditors of the company (Retiring Auditor) appointed for the financial year ending June
30, 2020 failed to comply with its statutory duties by not signing the financial statements for the year
ending June 30, 2020, Therefore, audit for the vear ended 30 June 2020 was delaved due to the actions
and inactions of the retiring auditor. Due to this reason subsequent audit are also delayed.

Overview

The litigation with financial institutions forced the Company to initiate restructuring of its debt
obligations subject to reconciliation to discharge its commitments to its lenders, The Company has
initiated the debt restructuring process with the help of the key lending financial institutions. In this
regard a S5cheme of Arrangement under section 279 to 283 & 285 of the Companies Act 2017
(Scheme of Arrangement) has been signed by majority of the secured credilors and is pending
adjudication before the Sindh High Court at Karachi (the “Court™). The shareholders and creditors of
the company have already passed resolution in favor of the scheme, in a meeting chaired by the chair
person appointed by the court pursuant to the directions of (the “court™). After sanction of the Scheme
by the Court the litigation will be withdrawn by the creditors in terms of the Scheme.

Operating & Financial Performance

Operating indicators 2021 2020

(Rupees) (Rupees)

Sales = .

| Cost of goods sold . -

Financial cost (81) | (2,144)

Pre tax Loss 67,697 (44,520,941)

Provision for taxation -

Loss afier taxation 67,697 (44,520,941)

Future Outlook

The restructuring process is expected to be completed soon, once the Scheme of Arrangement is
sanctioned by the Court and is implemented, the Company will be in a better position to structure
the way forward.

rﬁ_\ﬁ



Gulistan Spinning Mills Limited

2" Floor Finlay House LL Chundrigar HRoad , Karachi (Pakistan)
I ‘ l | Tel: (92-42) 371755831

Auditors® Observations

# Stock in trade 15 not verifiable because various go-downs have been sealed as per the courl order(s).
Therefore. the go-down will be de-sealed with the permission of the concerned court(s).

# The auditor shows their reservation only that they have not received the confirmation directly from the
Banks to them due to pending litigation with banks per their normal audit procedure. However, it is
relevant to mention here that in annexed financial statement, the amount of loan has been taken from
the Scheme of Arrangement which was confirmed by the secured creditors and was submitted before
the Court.

# Trade and others payable include Electric duty and Sindh development funds as reported in Note
No 17

Corporate Governance

The Company has been complying with the rules & regulations of Securities and Exchange
Commission of Pakistan and has implemented better internal control policies with more rigorous
checks and balances.

Board meetings and attendance

Four (4) meetings of the Board of Directors were held and attendance thereof by each director is as
follows:

Name of Director No of meeting attended
Mr. Sohail Magsood 4
Mr. Abid Sattar 4
Mr.Muhammad Akhtar Mirza 4
Mr Muhammad Ashraf Khan 3
Mr.Muhammad Junaid 3
Mr.Muhammad Asil Akram 2
Mr.Muhammad Aril 4

Leaves ol absence were granted to the members who could not attend the meetings.
Audit Committees

The Board of Directors of the Company in compliance with the Code of Corporate Governance has
established an Audit Committee. Four (4) meetings of the Audit Commitiee were held and attendance
thereof by each member is as follows:

Name of Members No of meeting attended
Mr.Muhammad Junaid B
Mr. Abid Sattar 4

Mr. M. Akhtar Mirza

HR & Remuneration Committee

The Board of Directors of the Company in compliance with the Code of Corporate Governance has

also established HR & Remuneration Committee. The names of its members are given in the Company

information, -
e



2" Floor Finlay House L1. Chundrigar Road , Karachi (Pakistan)
Tel: (92-42) 37175531

Gulistan Spinning Mills Limited
G
S

Internal Audit Function

The Board has implemented a sound and effective internal control system including operational,
financial and compliance controls to carry on the business of the Company in a controlled
environment in an efficient manner to address the Company's basic objectives.

Internal audit findings are reviewed by the Audit Committee, where necessary, action taken on the
basis of recommendations contained in the internal audit reports.

Corporate Governance & Financial Reporting Framework

As required by the code of corporate governance, directors are pleased to report that:

. The financial statements prepared by the Management of the Company present fairly its true
state of atfairs, the results of its operations, cash flows and changes in equity.

. Proper books of account of the Company have been maintained,

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

. International accounting standards, as applicable in Pakistan have been followed in preparation
of financial statements.

. The system of internal control is sound and has been effectively implemented and monitored.

. There has been no material departure from the best practices of corporate povernance as
detailed in the listing regulations of the stock exchanges.

. Key operating and financial data for the last six vears is annexed.

. There are no statutory payments on account of taxes, duties, levies and charges which are

outstanding as on June 30, 2021 excem for those disclosed in the financial statements.

. No material changes and commitments affecting the financial position of your Company have
ocourred between the end of the financial vear to which this Balance Sheet relates and the date
of the Directors’ Report, except for those disclosed in the financial statements,

Earnings/(Loss) Per Share

The loss per share of the Company for the period ended June 30, 2021 was Rs. 0.005 as compared to
the previous year of Rs. (3.04)

Dividends

Due to circumstances discussed above, the Board of Directors does not recommend dividend for the
year ended on June 30, 2021,

Corporate Social Responsibility

The company is responsible corporate citizen and fully recognizes its responsibility towards
community, employees and environment,

Web presence

Annual and periodical financial statements of the Company are also available on the Company website
www. aulshan,com.pk for information of the shareholders and others.

)

LT



2" Hoor Finlay House LI Chundrigar Road , Karachi (Pakistan)
Tal: (92-42) 37175831

Gulistan Spinning Mills Limited
O
S

Related Party Transactions

The transactions between the related parties were made at Arm’s Length prices determined in
accordance with the “comparable uncontrolled price method”. The Company has fully complied with
the best practices on transfer pricing as contained in the listing regulations of stock exchanges in
Pakistan.

Trading in Company’s Shares

During the year under review, there is no trading in shares of the Company by the Directors, Chiefl

Executive Officer, Cheif Financial Officer, Company Secretary and their spouse and minor children.
Statement on Value of Stafl Retirement Benefit

As on June 30, 2021 deferred Hiability for gratuity is Rs.43,863/-

Auditors

Messrs Malik Haroon Shahid Safder & Co., Chartered Accountants being eligible have offered themselves
lor re-appointment. The Audit Committee has also recommended their appointment as External
Auditors of the Company for the next financial vear 2021 - 2022,

Pattern of Sharcholding

The pattern of shareholding as at June 30, 2021 including the information under the code of corporate
of povernance is annexed.

Acknowledgement

The Board wishes to place on record its appreciation for the employees, members of management
team for their e¢fforts, commitment and hard work and to the sharcholders who have accepted the
Scheme of Arrangement in the meeting held pursuant to the orders of the Sindh High Court,

On behalf of the Board

D=
Tgt?b%'ix i il
SOHAIL MAQSOOD MUHAMMAD AKHTAR MIRZA

CHIEF EXECUTIVE CHAIRMAN

Lahore June 02, 2023
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Financial cost (81) | (2,144)
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Gulistan Spinning Mills Limited

Lahore (Pakistan)
Tel: (92-42) 37173831

@ 2™ Floor , Garden Heights, 8-Aibak Block, New Garden Town ,

STATEMENT OF COMPLIANCE WITH THE LISTED COMPANIES
(CODE OF CORPORATE GOVERNANCE) REGULATIONS-2019

Year Ended June 30, 2021

The compuany has complied with the requirements of listed Companies (Code of Corporate
Governance) Regulation-2019 (the regulations) in the following manner

I- The total number of directors is seven (including the Chief executive officer). The

composition ol the board is as follow,

Category Names
Independent Director® Mr. Muhammad Junaid and Muhammad Asif Akram
Executive Directors Mr. Sohail Magsood and Muhammad Ashraf Khan
Non-Executive Directors | Mr. Muhammad Arif, Mr. Muhammad Akhtar Mirza, Mr, Abid Sattar

[ ]

P‘l

* With reference to Regulation 6 (1), in a Board comprising 7 members, one-third works out to
2.33. Since the fraction is below half (i.e. 0.5) the fraction contained in such one-third is not
rounded up to one, Further, the two elected independent divectors have requisite competencies,
skills, knowledge, and experience to discharge and execute their duties competently, as per
applicable laws and regulations, hence. appointment of a third independent director is not
warranted. Furthermore, the independent directors are not selected from data bank.

The directors have confirmed that none of them is serving as a director in more than Seven
listed companies, including this Company;

The Company has prepared u “Code of Conduct” and has ensured that appropriate steps
have been taken to disseminate it throughout the company along with its supporting policies
and procedures;

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 has been maintained:

All the powers of the board have been duly exercised and decisions on relevant matters have
been taken by board / sharcholders as empowered bv the relevant provisions of the
Companies Act, 2017 and these Regulations;

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 and the Board met at least once in every
quarter. Written notices of the Board meetings, along with agenda and working papers, were
circulated at least seven days before the meetings. The minutes of the meetings were
appropriately recorded and circulated;

The board of directors have a formal policy and transparent procedures for remuneration of
directors in accordance with the Act and these Regulations:

The Board has approved appointment of Chief Financial Officer. Company Secretary and
Head of Internal Audit, including their remuneration and terms and conditions of
employment;

The financial statements of the company were duly endorsed by CEQ and CFO before
approval of the board;

@)
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Gulistan Spinning Mills Limited

Lahore (Pakistan)

Tel; (92-42) 37175831

@ 2% Floor , Garden Heights, 8-Aibak Block, New Garden Town ,

The Board has formed a committees, comprising of members are given below:-
A) Audit Committee

Mr. Muhammad Junaid Chairman

Mr. Abid Sattar Member

Mr. Muhammad Akhtar Mirza Member

By HR & Remuneration Committee

Mr. Muhammad Asil Akram Chairman
Mr. Abid Sattar Member
Mr. Muhammad Akhrar Mirza Member

The term of reference of aforesaid committees have been formed, documented and advised
to the committees for compliance;

. The frequency of the meetings (quarterly / half yearly / annually) are as per following,

a) Audit Committee Four Meeting were held during the financial year
with at least one meeting in each quarter.

b) HR & Remuneration Committee Four Meeting were held during the financial vear.

. The board has set up an effective internal audit function which is considered suitably

qualified, experienced for the purpose and conversant with the policies and procedures of
the Company;

. The statwtory auditors of the Company have confirmed that they have been given a

satisfactory rating under the quality contral review program of the Tnstitute of Charlersd
Accountants of Pakistan and registered with Audit Oversight Board of Pakistan, and that
the firm and all its partners are in compliance with International Federation of Accountants
(IFAC) guidelines on code of ethics as adopted by the Institute of Chartered Accountants of
Pakistan and that they and the partners of the firm involved in the audit are not the close
relative (spouse, parent, dependent and non-dependent children) of the Chiel Executive
Officer, Chief Financial Officer, Head of Internal Audit, Company Secretary or Director of
the Company;

. The statutory auditors or the persons associated with them have not been appointed to

provide other services except in accordance with the listing regulations and the auditors
have confirmed that they have observed IFAC guidelines in this regard.

. We confirm that all requirements of the regulations 3, 6, 8, 27, 32, 33 and 36 of the

regulations have been complied with, except the requirement of the regulation 7 which is
explained as follows:

Sr.

Mandatory Requirement Reg. | Explanation i

No. No. |

Subject to section 154 of the Act. it is T The Company has appointed
mandatory that the Board shall have at female director as per CCG
least one female director. Regulation-2019 in the year
2022-2023.




Gulistan Spinning Mills Limited

@ 2™ Floor , Garden Heights, 8-Aibak Block, New Garden Town ,

Lahore (Pakistan)
Tel: {(92-42) 37175831

17. Explanation for non-compliance with requirements, other than regulations 3, 6, 7, 8, 27, 32,

33 and 36 is as follows;

Sr. | Non-Mandatory Requirement Reg. | Explanation

Nao. No. |

2 The Board mav constitute a separate | 29(1) | The company has no nomination
committee, designated as the nomination commitice because all its mills’
committee, of such number and class of | operations have been closed.

directors, as it may deem appropriate in
its circumstances.

out a review of effectiveness of risk
management procedures and present a
report to the Board.

3 The Board may constitute the risk | 30(1) | The company has no risk
management committee, of such number | management committee because
and class of directors, as it may deem all its mills’ operations have
appropriate in its circumstances, to carry been closed.

4 It is encouraged that by June 30, 2024, all | 19(1) | The Company may conduet

directors on the Board have acquired the training program before the next
preseribed certification under any director election of directors.

training program offered by institutions,
| local or foreign, that meet the criteria
specified by the Commission and
approved by it.

On behalf of the board of Directors

—Sha] ™ '—797}‘"47 B

Chiel Executive Officer Chairman
Lahore:- 02.06.2023
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Independent Auditor's Review Report
To the Members of “Gulistan Spinning Mills Limited”

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

We have reviewed the enclosed Statement of Compliance with the Listed Companies (Code of
Corporate Governance) Regulations, 2019 (the Regulations) prepared by the Board of Directors
of Gulistan Spinning Mills Limited for the year ended June 30, 2021 in accordance with the
requirements of regulation 34 of the Regulations.

The responsibility for compliance with the Regulations is that of the Board of Directors of the
Company. Our responsibility 15 to review whether the Statement of Compliance reflects the
status of the Company's compliance with the provisions of the Regulations and report if it does
not and to highlight any non-compliance with the requirements of the Regulations. A review is
limited primanly to inguiries of the Company's personnel and review of various documents
prepared by the Company to comply with the Regulations.

As a part of our audit of the financial statements we are required to obtain an understanding of
the accounting and internal control systems sufficient to plan the audit and develop an effective
audit approach. We are not required to consider whether the Board of Directors' stalement on
internal control covers all risks and contrels or to form an opinion on the effectiveness of such
internal controls, the Company's corporate governance procedures and risks,

The Regulations reguire the Coempany to place before the Audit Committee, and upon
recommendation of the Audit Committee, place before the Board of Directors for their review
and approval, its related party transactions. We are only required and have ensured compliance
of this requirement to the extent of the approval of the related party transactions by the Board
of Directors upon recommendation of the Audit Committee.

We draw attention to paragraph 16 of the statement of compliance, which states that the
Company will appeint the female director as per CCG regulation-201% within the due course. Our
conclusion is not modified in respect of this matter.

HBased on our review, nothing has come to our attention which causes us to believe that the
Statement of Compliance does not appropriately reflect the Company's compliance, in all
material respects, with the reguirements contained in the Regulations as applicable to the
Company for the year ended June 30, 2021
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Lahore Malik Haroon Shahid Safder & Co, | =
June 02, 2023 Chartered Accountants \ }
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INDEPENDENT AUDITOR'S REPORT
to the Members of Gulistan Spinning Mills Limited
Repoert on the Audit of the Financial Statements

Qualified Opinion

We have audited the annexed financial statements of Gulistan Spinning Mills Limited (the
Company), which comprise the statement of financial position as of June 30, 2021, and the
statement of profit or loss, the statement of other comprehensive income, the statement of
changes in equity, the statement of cash flows for the year then ended, and notes to the
financial statements, including a summary of significant accounting policies and other
explanatory information.

In our opinion, except for the effects of the matters described in the Basis for Qualified
Opinian section of our report, the accampanying financial statements present fairly. in all
material respects, the financial position of the Company as at June 30, 2021, and its financial
performance and its cash flows for the year then ended in accordance with International
Financial Reparting Standards as applicable in Pakistan

Basis for Qualified Opinion

1 We were unable to satisfy ourselves regarding the existence and valuation of
property, plant, and eguipment having carrying values as of June 30, 2021 amounting
to Rs. 1.894 million.

2. We did not observe the counting of physical inventories at the end of the year and
accordilnoly, we were unable to satisfy curselves by alternative means concerning
the inventory guantities held on June 30, 2021, which are stated in the financial
statements at cost of Rs. 52.37% million.

3. Due to litigations with banks have not recewved confirmations from banks and other
financial institutions. Accordingly, we were unable to verify bank balances
aggregating to Rs. 4,462 millien and investments amounting to Rs. 23,433 million.

4 We were unable to satisfy ourselves regarding balances payable in respect of trade,
and other payables, and unclaimed dividends amounting to Rs. 11.874 million and Rs.
0.617 million, respectively

We conducted our audit in accardance with international Standards on Auditing (ISAs).
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 ethical requirements that are
relevant to our audit of the financial statements in Pakistan, and we have fulfilled our
other ethical responsibilities in accordance with these requirements. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our
qualified opimon,

Emphasis of Matter

We draw attention to notes 12 and 2.2 of the financial statements, which state that the
Company alang with its restructuring agent - United Bank Limited, and the majarity of the
lending financial institutions has signed a "Scheme of Arrangement” under sections 279 to
283 read with section 285 of the Companies Act, 2017 {*the Act”) and the directors have
determined that the going concern basis of praparation is no longer appropriate. Accardingly,
the financial statements have been prepared on a liguidation/break-up value basis. Our
opinion is not modified in respect of this matter.

)
Head Office; 25-G, Gulberg || . infoi@mhssco.com dependesst AlEamed of
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Key Audit Matters
Key audit matters are those matters that, In our professional judgment, were of most
significance in our audit of the financial statements of the current period, These matters were
addressed in the context of our audit of the financial statements as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion on these matters.

Following are the key audit matters:

Matter

How the matter was addressed in our audit

Valuation of disposal group under the scheme of arrangement

Refer to in note 11 to the accompanying
financial statements, the directors
have decided to settle the Company's
Liabilities to secured creditors through
the sale of items of property, plant,
and eguipment under the scheme of
arrangement.

We identified this area as a key audit

matter because the disposal group

under the scheme of arrangement
canstitutes B8% of the total assets of
the Company as of June 30, 2021, and
determiming an appropriate carrying
value as & result of impairment
involves management judgment and

| estimation.

Qur audit procedures, amongst others,
included the following:

Inquired and discussed with
management to dewvelop an
understanding of management for
classification of items of property,
plant, and equipment as disposal
group under the scheme of
arrangement,;

Read minutes of the meeting of the
board of directors for the approval
of items of property, plant, and
equipment as disposal group under
the scheme of arrangement,
Obtained copy of the scheme of the
arrangement, duly signed by a
majority of secured creditors
(banking companies) to establish a
complete understanding of the
Scheme;

Check that the valuer is registered
on penal of state bank of Pakistan.
Obtained the revaluation report
carried out by the restructuring
agent - United Bank Limited from
management to verify that carrying
values disclosed in the financial
statements are appropriate.
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No Matter How the matter was addressed in our audit
2. | Contingencies and commitments
Refer to note 19 to the financial Our audit procedures included the
statements, following;
The Company has  significant * FRead the scheme of arrangement
litigations in respect of claims lodged and ensure that all the Ltigation as
by various parites mentioned in the scheme and
Given the nature and amount involved approved by the banks are properly
in such cases and the appellate disclosed in  the  financial
forums at which these are pending statements.
and the non-receipt of confirmation « Read the minutes of the meeting
from a legal advisor, the outcome and and evaluate whether the provision
resultant accounting i financial of the scheme regarding the
statements are subject to significant withdrawal of the filed litigations 15
Judgment, which can change over time still appropriate.
as new fact emerged and each legal
case progresses, and therefore, we
have identified this as key matter,
1 Payable to banking companies under the scheme of arrangement and accrued mark

Refer to notes 18 to the financial Dur:aun:iltpruceduresmcludethefulLuwmg

statements,

We |dentified payable to banking
companies under the scheme of
arrangement as & key matter as it
constilutes B2% of total liabilities and
involves multiple litigations.

Discuss the matter with
management and understand the
matter.

Collaborate the figures with the
amounts disclosed in the scheme of
arrangement as approved by the

e arsighalial arg

representatives af the creditors.

» FRead the scheme to ensure that no
further liability in respect of this
balance is expected to arise,

Information Other than the Financial Statements and Auditor’s Report thereon;

Management is responsible for the other information. The Other Information comprises the
information included in the Annual Report but does not include the financial statements and
our-auditor's report therean. Our opinion on the financial statements does not cover the Other
Information and we do nol express any form of assurance conclusion therean.

In connection with our audit of the financial statements, our rasponsibility is te read the Other
Information and, in doing so, consider whether the Other Information iIs materially
incansistent with the financial statements or our knowledge obtained in the audit, or
otherwise appears to be materially misstated. '

If based on the work we have performed, we conclude that there is a material misstatement
of this Other Information, we are required to report that fact. We have nothing to report in

this regard.
&
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Responsibilities of Management and Board of Directors for the Financial Statements
Management is responsible for the preparation and fair presentation of the financial
statements in accordance with the accounting and reporting standards as applicable in
Pakistan and the requirements of the Companies Act, 2017 (XIX of 2017) and such internal
control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the
Company's ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless management either
intends to liguidate the Company or to cease operations or has no realistic alternative but to
do so.

The Board of directors |s responsible for averseeing the Company's financial reporting

process.

Auditor's Responsibilities for the Audit of the Financial Statements

QOur objectives are to obtain reasenable assurance about whether the financial statements
as a whole are free from material misstatement, whether due to fraud or errer and to issue
an auditor's report that includes our opinion. Reasonable assurance is a high level of
assurance but is not a guarantee that an audit conducted in accordance with I1SAs as
applicable in Pakistan will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or
in the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements;

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:
= |dentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to

those risks, and obtain audit evidence that is sufficient and appropriate ta provide a

basis for our opinion. The risk of not detecting a material misstatement resulting from

fraud is higher than for one resulting from error, as fraud may involve cellusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

« Obtain an understanding of internal contral relevant to the audit in order to design

F audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an apinion on the effectiveness of the Company's internal control.

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

« Conclude on the appropriateness of management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company's ability to continue as a going concern. |f we conclude that @ material
uncertainty exists, we are required to draw attention in our auditor’s report to the
related disclosures in the financial statements ar, if such disclosures are
inadeguate, to modify our opinion. Our canclusions are based on the audit evidence
obtained up to the date of our auditer's repert, However, future events ar conditions
may cause the Company to cease to continue as a going concern.

+ Evaluale the overall presentation, structure, and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in.a manner that achieves fair presentation.

Y
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We communicate with the board of directars regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal contral that we identify during our audit.

We also provide the board of directors with a statement that we have complied with relevant
ethical reguirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

From the matters communicated with the board of directors, we determine those matters
that were of most significance in the audit of the financial statements of the current period
and are therefore the key audit matters, We describe these matters in our auditor's report
unless law or regulation precludes public disclosure about the matter or when, in extremely
rare circumstances, we determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably be expected to outweigh
the public nterest benefits of such communication.

Report on Other Legal and Regulatory Reguirements
Based on our audit, we further report that in our opinion, except for the matters stated in
Basis for Qualified Opinion above:

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

h) the statement of financial position, the statement of profit or loss, the statement of
comprehensive income, the statement of changes in eguity, and the statement of cash
flows together with the notes therson have been drawn up in canformity with the
Companies Act, 2017 (XIX of 2017) and are in agreement with the books of account and
raturns,

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

d) no Zakat was deductible at source under the Zakat and Usher ordinance, 1980 (XVIlI
1980).

The engagement partner on the audit resulting in this independent auditor’'s report i1s Malik
Haroon Ahmad, FCA

h\,\u..,_, N P éb-u.h.-—ql “!-!ﬂﬂh 'Jlr
Lahore Malik Haroon Shahid Saft
June 02,2023 Chartered Accountants
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GULISTAN SPINNING MILLS LIMITED
STATEMENT OF FINANCIAL POSITION
AS AT JUNE 30, 2021

_

ASSETS

Property, plant and equipment

Investments

Stock-in-trade

Trade deposits and short-term prepayments
Tax reflunds due from Government

Cash and bank balances

Disposal group under seheme of arrangement

TOTAL ASSETS

EQUITY AND LIABILITIES

SHARE CAPITAL AND RESERVES

Share capital

Reserves

Surplus on revaluation of property, plant and equipment
Sub-ordinated loan

Accumulated losses

Total equity

LIABILITIES

Loan from assoclates and others

Past employment benefits pavahbies

Trade and olher payables

Unclaimed dividend

Payable to banking companies under scheme of
arrangement

CONTINGENCIES AND COMMITMENTS
TOTAL EQUITY AND LIABILITIES

12

13
14

15
16
17
18

19

1,894,570
23,634,803
52,379,543

145,097
9,411,245
4,462,643

660,366,450

2,149,905
23,414,979
52,379,543

145,097
9,411,245
4,468,533

660,366,450

752,294,351

752,335,752

146,410,000 146,410,000
24,983,168 24,983,168
351,461,447 351,461,447
103,000,000 103,000,000

(2,087,425,579)  [2,087,493,276)

(1,461,570,964)  (1,461,638,661)

281,736,234
43,863
11,874,690
619,529

1,919,590,999

280,134,534
425,451
13,203.900
619,529

1,919,590.9599

2,213,865,315

2213974413

752,294,351

752,335,752

The annexed notes from 1 to 32 form an integral part of these financial statements

Lhucay 1

o] .
CHIEF EXECUTIVE

CHIEF FINANCIAL OFFICER

DIRECTOR




GULISTAN SPINNING MILLS LIMITED =
STATEMENT OF PROFIT OR LOSS 'f:‘””
FOR THE YEAR ENDED JUNE 30, 2021

Gulistan
Rupeges Hupees
Sales - £
Cost of sales =
Gross loss .
Operating cost - -
Administrative expenses 20 [1,854,156) [926,245)
Other operating expenses 21 - (45,175,920}
[1,854,156) [46,102,165)
Loss from operations [1,854,154) (46,102,165}
Other income 22 1,921,934 1,583,368
Finance cost 23 (B1) [2.144)
Profit / (loss) before taxation 67,697 (44,520,941}
Taxation - -
Profit / {loss) after taxation 67,697 (44,520,941)
Earning / (loss) per share - basic and diluted 24 0.005 [3.04])

The annexed notes from 1 to 32 form an integral part of these financial statements,

. b
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CHIEF EXECUTIVE

CHIEF FINANCIAL OFFICER DIRECTOR



GULISTAN SPINNING MILLS LIMITED =
STATEMENT OF OTHER COMPREHENSIVE INCOME ""
FOR THE YEAR ENDED JUNE 30, 2021

Profit / (loss) after taxation 67,697 (44,520,941)

Gulistan

Other comprehensive income

Total comprehensive income / (loss) for the year 67,697 (44.520,941)

The annexed notes from 1 to 32 form an integral part of these financlal statements.
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GULISTAN SPINNING MILLS LIMITED

CASH FLOW STATEMENT

FOR THE YEAR ENDED JUNE 30, 2021

CASH FLOWS FROM OPERATING ACTIVITIES

Profit / (loss]) before taxation

Adjustments for non-cash charges and other items:

Depreciation
Finance cost
Imipalrment loss

Liabilities written-off

Interest accrued

Cash flows before working capital chanpes

[Increase) / decrease in assets

Trade debtars

Increase [ (decrease) in liabilities
Trade and other payables
Cash penerated from operations

Finance cost paid

Staff retirement benefits - gratuity paid

Income tax paid

Net cash flows from operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of property, plant and equipment

Decrease in security deposit

Net cash flows from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Receipragainst loan from associates and other parties
Repayment of short-term financing - net

Net cash used in financing activities

Net increase / (decrease) in cash and cash equivalents

during the year

Cash and cash equivalents at the beginning of year
Cash and cash equivalents at the end of year

2021
Rupees

67,697

255,335
81

(1,689,210)

(219,824)

Gil

Gulistan

[44,520,941)
294914
2,144
45,175,920

[1,583,368)

(1,585,921) (631,331)
- 311,000
360,000 310,000
(1,225,921) (10,331)
(81) (2.144)
(381,588) :
(1,607,590) (12.475)
1,601,700
1,601,700
(5.890) (12.475)
4,468,533 4,481,008
4,462,643 4,468,533

The annexed notes from 1 to 32 form an integral part of these financial statements.
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GULISTAN SPINNING MILLS LIMITED
NOTES TO THE FINANCIAL STATEMENTS ””
FOR THE YEAR ENDED JUNE 30,2021

Gulistan

Notes

1 LEGALSTATUS AND NATURE OF BUSINESS

1.1

1.2

Gulistan Spinning Mills Limited ["the Company"] was incorporated in Pakistan on February 25, 1987
under the repealed Companies Ordinance, 1984 (now Companies Act, 2017) as a public limited
company and guoted on stock exchanges at Karachi and Lahore (now Pakistan Stock Exchange

Limited]
Geographical location and addresses of all business units and offices are as follows:

Manulacturing units and offices Address

Land Mear Qutabpur Saddat Chwak, Vehart,

Manufacturing unit 64 Km Lahore - Multan read, Pattoki, Kasur,
Hegistered office 2nd Floor, Finlay House, LI Chundrigar Road, Karachi.
Reglonal office 2nd Floor, Garden Heights, New Garden Town, Lahore,

Scheme of arrangement with secured creditors

The Company alang with Its restructuring agent - United Bank Limited and majority of the lending
financial institutions has signed a “Scheme of Arrangement” under sections 279 to 283 read with
section 285 of the Companies Act, 2017 ("the Act"), Under this Scheme, the existing financial
abligations / liabilitles of the Company towards the secured creditors shall be settled by way of sale
of moyeable and immovable charged assets of the Company as detailed in the scheme and payment
of the proceeds thereof ta the secured creditors as contemplated under the scheme of arrangement.

In terms of the order dated June 21, 2013 passed by the Sindh High Court in CMA Ne.112/1% in J.GM
No, 15/19 the meeting of the members / shareholders of the company was convened, The members
of the company having 99.99% in value of share, present in persan or by proxy passed the resolution
for approval of the scheme and a detalled report was submitted before the Court by the chairman
duly appointad by the Court. Subsequent to year eénd on 30.03.2022 a meeting of the secured
creditars of the company was held and conducted by the chairman, whereln secure creditors
appraved and adopted the scheme of arrangement. The report of meeting has been submitted to
court for Anal sanction by the court. The Scheme, after sanetioned by the Honorable High Court by an
order passed in this respect, would be binding on the Compszny, along with all the shareholders,
creditors - secured or otherwise, stakeholders and any other regulatory / statutory bodies of/ or
with respect o the Company. The Scheme seeks to record the terms and conditions of a legally
binding compromise and arrangement between the secured creditors on one part and the Company
and s direciors and sponsors on the other pact, for ensuring, inter alla, te settlement of the existing
labilities and ancillary measures as follows:
a) Constituton of an Assets Sales Committee having such powers and undertaking such functions
as stated in the Scheme;
bB) Settlement and repayment of the existing labilitles pursuant to the sale of all moveable and
immowvahle assets of the company as contemplated in the scheme |, by and under the auspices
of the Asset Sale Committee, the proceeds from whichare to he distributed inter se the secured
creditors in accordance with the provisions of the Scheme;
¢) Pooling of securitles over the charged assets which are available with the secured creditors, to
be shared amongst all the secured creditors on a pari passu basis in proportion to their share
af the existing labliltfes - principal portlon (lrrespective of charge), upon the release of the
security interests over the charged assets for the purposes of consummating the sales thereof
in the manner preseribed under the Scheme;
d) Release of the charged stock, and sales thereof for the purpeses specified under the Scheme;
2] Provision of the additional Security by the Company to form part of the Sale Assets ("charged
assets ') which shall be sold In the manner detalled in the Scheme;
f} The withdrawal of all legal procecdmgs (refer to note 19.1), which shall be subject to the sale
of the charged assets and stocks and completion of all relevant formalities, in accordance with
the provisions of the Scheme; and
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g} The Scheme shall become binding, operative and effective as soon as an arder is passed by the
Court under Section 279 / 282 of the Act, sanctioning the Scheme and making any necessary
provisions under Section 282 of the Act, or such other date as stipulated by the Court {the

*Completion Date®),
Summary of significant transactions and events affecting the Company’s financial position and

performance

There are no significant transaction and event affecting the Company’s financials position and

performunce during the year, other then those which are disclosed in notes to the financial
statements,

2 HBASIS OF PREPARATION

21

22

Statement of compliance

These financial statements have been prepared in accordance with approved accounting standards
a5 applicable in Pakistan, Approved accounting standards comprise of such International Financial
Reporting Standards (IFRS's) issued by the International Accounting Standards Board (IASB) as are
notified under the Companies Act, 2017, provisions of and directives issued under the Companies
Act, 2017, In case requirements differ, the provisions or directives of the Companies Act, 2017 shall
prevail.

Basis of measurement

Due to the Scheme as described in nete 1.2t these financial statemunts, the directors have
determined that the golng concern basis of preparation of financial statements s no longer
appropriate.

Accordingly, these financlal statements have been prepared on lguidation/break-up value basis,
following the intention of the partes w settle the Babilides through proceeds of disposal of assets of
the company as contemplated in the scheme.

Impact of adopting the net realizable value basis of preparation on measurement,
clagsification ol assets and liabilities, and disclosures in the financial statements.

Under the net reallzable value basis of preparation, assets and liabllities are measured at their net
realizable value, Net realizable value is based on the proceeds receivable on disposal less cost to sell
as detailed in the accounting policies noted below. The net realizable value of liabilities 1= the
expected settdement amount as detailed in the accounting policies noted below. Any pains or losses
resulting from measuring assets and liabilities to the net realizable value are recognized in profit or
loss or otherwise under the auspices of approved accounting standards.

Under the net realizable value hasis of accounting, all assets and labilities are classified as current. In
adopting the net realizable value basis, the directors have continued to spply the disclosure
requirements of approved accounting smndards to the extent they are relevant to the llguldation
hasis, and have modified them where this (s considered appropriate.

The gccounting policies adupted are consistent with those of the previous financial year except for
changes specified related to the adoption of the liquidation basis of preparation and to the extent
described below.
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Following table shows how individual account heads are dealt in these financial statements:

Sr. No. Account head Basis of measurement
1 Property, plant and Fair market value which approximate the net book value
equipment at reparting date
2 Investments Estimated fair value
3 Stock-in-trade Met realizable value,
4 Trade debts Realizable values based on probability of recovery
5 Hrade Qeposrs anc Bt Reallzahle values based on probability of recavery

term prepayme nts

Tax refunds  due from

1 ; Heallzable value based an probability of recovery
Lovernment
i Bank balances Undisputed / irrevocable balandes,
4 Disposal group under scheme Poita i vatie
of arrangement
5 I3 viluad
5 urplus on  revaluation of i A sl
operating fixed assets
10 Sub-ordinated loan On expected settlement value
i fr suuhales
11 dan “",T' assuclates .and On expected settlement value
ather parties
12 Post employment benefits On expected settlement value
13 Trade and other payahles On expected settlement value
14 Unelaimed divided On expected settlement value
o -
Tayape o B On expected settlement value as given in Scheme of]
15 companies under scheme of
Arrangement
arrangement

Funetional and presentation currency

These financial statements are presented in Pak Rupees, which is the Company's functional currency.
All financial information presented in Pak Rupee has been rounded-off to the nearest Rupee except
stated otherwise.

3 STANDARDS, AMENDMENTS AND IMPROVEMENTS APPLICABLE TO FINANCIAL STATEMENTS

New standards, amendments and improvements which are effective during the year and
standards, amendments and improvements which are not yet effective

Cerain standards, amendments and interpretations to [FRS are effective for accounting perinds
beginning on July 1, 2020 but, pursuant to paragraphs 1.2 and 2.2, ahove are considered not to be
relevant or to have any signlficant effect on the company's eperations and are, therefore, not detalled
in these financial statements. The standards, amends and improvements which are not yet effective
are also not considered relevant and accordingly are not detailed [n these financial statements,
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4 SIGNIFICANT ACCOUNTING POLICIES
The principal accounting policies applied over previous years before preparing financial statements pn
liguidated basts are;

4.1

Property, plant and equipment - owned

ltems of property, plant and equipment are stated at cost less accumulated depreciation and
accumulated impairment losses with the exception of freehold land which Is measured at revalued
amount less accumulated impairment losses, buildings, plant and machinery, power house, electric
installation, factory equipment, air conditioner and power house which are measured at revalued
amount less accumulated depreciation and accumulated impairment losses.

Capital work-in-progress is stated at cost less any identified impairment loss. Transfers are made to
relevant fixed assets category as and when assets are available for use.

Cost of items of property, plant and equipment comprises purchase price, including import duties
and non-refundable purchase taxes, after deducting trade discounts and rebates, and includes other
custs directly attributable to the acquisition or construction, erection and installation.

Major renewals and Improvements to an item of property, plant and equipment are recognized In thie
carrying amount of the item if it is prabable that the embotied future economic benefits will flow tu
the company and the cost of renewal or improvement can be measured reliably. The cost of day to
day servicing of property, plant and equipment are recognized in profit and loss as incurred,

Surplus arising on revaluation of an item of property, plant and eguipment is credited to surplus on
revaluation of property, plant and equipment, except to the extent that it reverses deficit on
vevaluation of the same assets previously recognized in profit and loss, in which case the surplus is
credited to profit and loss to the extent of deficit previously charged to income. Deficit on revaluation
of an item of property, plant and equipment is charged to profit and loss to the extent that it exceeds
the balance, If any held in surplus on revaluation of property, plant and equipment relating to
previous revaluation of that ivem.

On subsequent sale or retirement of revalued item of property, plant and equipment, the attributable
surplus net of deferred tax, if any, remaining in the surplus on revaluation of property, plant and
equipment is transferred directly to unappropriated profit An amount equal to incremental
depreciation, being the difference between the depreciation based on revalued amounts and that
based on oripinal cost, net of deferred tax, if any, is transferred from surplus on revaluation of
property, plant and equipment to unappropriated profit every year

Depreciation on all items of property, plant and equipment except for freehold land is charged o
profit and boss applying the reducing balance method over the useful life of each item 4l the rates
specified in the respective note. Depreciation on additions is charged from the day on which the asset
is available for use, while on disposals depreciation is charged up 1o the date of disposal or when the
item Is ¢classified as held for disposal,

The useful life and depreciation method are reviewed periodically to ensure that the methad and
period of depreciation are consistent with expected pattern of economic benefits from items of
property, plant and equipment

An item of property, plant and equipment |s de-recognized on disposal or when no future economic
benefits are expected from its use or disposal. Any galn or loss arising on de-recognition of the asset
[calculated as the difference between the net disposal proceeds and carrying amount of the assets) |s
recognized in profitand loss in the year in which the asset is derccognized.
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4.2

4.3

4

Right of use assets and related liabilities

At the inception of a contract, the Company assesses whether a contract is, or contains, a lease based
on whether the contract conveys the right to control the use of an identified asset for a period of time
in exchange for consideration. Lease terms are negotiated on an individual basis and contain a wide
range of different terms and conditions. The extension and termination options are incorporated In
determination of lease term only when the Company Is reasonably certain to exercise these options.
The lease liabilities are initially measured at the present value of the remaining lease payments at
the commencement date, discounted using the interest rate implicit in the lease, or if that rate cannaol
be readily determined, the Company's incremental borrowing rate. Generally, the Company uses its
incremental borrowlng rate as the discount rate. At inltial recognition, liabilides were discounted
using the Company’s Incremental borrowing rate. The lease labilities are subsequently measured at
amortized cost using the efective interest rate.

Right-of-use assets are initially measured based on the initial amount of the lease liabilities adjusted
for any lease payments made at or before the commencement date, plus any initlal direct costs
incurred and an estimate of costs o dismantle and remove the underlying assel or o restore the
underlving asset or the site on which it |5 located, less any lease incentive received. The right of-use
assets are depreciated on a straight line method over the lease term as this method maost closely
reflects the expected pattern of consumption of future economic benefits. The carrying smount of the
right-of-use asset is reduced by impairment losses, if any. At transition, the Company recognised
right to use assets equal to the present value of lease payments.

Assets classified as disposal group

Assets held for disposal are classified as disposal group if their carrying amounts will be recovered
principally throuph a sale/ disposal rather than through continuing use, Such non-current assets are
measured at the lower of their carrying amount and fair value less cost to sell. Property and
equipment and intangibles assets once classified as held for sale / disposal are not depreciated or
amaortized.

Investments

Regular way purchase or sale of investments

All purchases and sales of investments are recognized using trade date accounting. Trade date is the
date that the Company commits to purchase or sell the investment.

Investments in equity instruments of associated companies

Investments in associated companies are accounted for by using equity basis of accounting, under
which the fnvestments in assoclated companies are initially recopgnized at cost and the carrying
amounts are increased or decreased to recognize the Company's share of profit or loss of the
assuclated companies after the date of gegquisidon. The Company's share of profit or loss of the
assoclated companies is recognized {n the Company's profit or loss. Distributions received from the
assoclated companies reduce the carrying amounts of investments,

Adjustments to the carrying amounts are also made for changes In the Company’s proportionate
interest in the assoclated companies arising from changes in the associated companies’ equity that
have not been recognized in the assodated companies' profit or loss, The Company's share of those
changes is recognlzed directly in eguity of the Company. Where Company's share of losses of
associated companies equals or exceeds its interest in the associates, the Company discontinues
recognizing its share of further losses except to the extent that Company has incurred legal or
constructive obligatdon or has made payment on behalf of the associates. If the associates
subsequently reports profits, the Company resumes recognizing its share of those profits only after
its share of the profit equals the share of losses not recognized.

{
VI
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4.5

+.6

4.7

4.8

4.9

Available for sale investments

These investments are initially measured at their fair value plus directly attributable transaction cost
and at subsequent reporting dates, measured at fair values and gains or losses from changes in fair
values other than impairment loss are recognized in other comprehensive income. Impairment loss
on investments available for sale is recognized in the profit or loss.

Other investments

Other investments like defence saving certificate are held to maturity. Interest is accrued on these
investments according to the rate provided by the {ssuer,

Investment with fixed maturity that the management has the positive intent and ahility to hold tll]
maturity, are classified as * held to maturity” and are |nitially measured at cost and at subsequent
reporting date measured at amortized cost using the cfectlve yield method,

Stores, spare parts and loose tools

Stores, spare parts and loose tools are valued at lower of cost and net realizable value, Cost Is
determined by moving average method less provision for obsalescence. ltems considered ohsolete
are carried at nil value. tems in transit are valued at cost comprising involce value plus other
charges incurred thereon,

Stock-in-trade

Stock-in-trade is valued at lower of welghted average cost and net realizable value [NRV) excepl
waste, which s valued at NRV,

Net realizable value signlfles the selling price in the ordinary course of bhusiness less cost of
completion and cost necessary to be incurred to effect such sale. Cost of raw materials, packing
materials and components represent involce values plus other charges patd thereon.

Cost in relation to work-in-process and finished goods represents direct cost of raw materfals, wages
and appropriate manufacturing overheads,

Goods in-transit are valued at cost comprising of involee value plus other charges accumulated up to
the reporting date,

Trade debts and other receivables

Trade debis are initally recognlzed at original invoice amount which is the fair value of
cansideration to be recelved In future and subsequently measured at cost less provision for doubtful
debts. Carrving amounts of rade and other receivables are assessed at each reporting date and a
provision is made for doubtful receivables when cullection ol the amount I8 no longer probable.
Debts considered irrecoverable are written offt

Post-employment benelits - gratuity

The Company operates an unfunded gratuity scheme covering for all lts permanent emplovees who
have completed the minimum qualification perlod for entitlement to the gratuity.

Provislon is made annually to cover the obligation on the basis of actuartal valuation and charged to
income currently. Expense comprising of current service cost and interest cost is recerded in profic
and loss account, whereas any re-measurements due to actuarial assumptions are charged o other
comprehensive income as and when they arise.

Taxation

Incomi tax expense represents the sum of current tax pavable, adjustments, if any, to provision for
tax made in previous years arising from assessments framed during the year for such years and
deferred tax.

Current

Provision for current taxation js based on taxability of certain income streams of the Company under
presumptive / fnal tax regime at the applicable tax rates and remaining income streams chargeable
at current rate of taxation under the normal tax regime after taking into account tax credit and tax
rebates available, if any, The cliarge for current tax includes any adjustment to past years lHabilities,

&),

_—
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111

4112

Deferred

Deferred tax is recognized on all temperary differences between the carrying amaunts of assets and
labilities for the financlal reporting purposes and the amounts used for taxation purposes,

Deferred tax asset is recognized for all the deductible temporary differences only to the extent that [t
is probable that future taxable profits will be avallable against which the deductible tempaorary
differences, unused tax losses and tax credits can be utilized, Deferred tax asset is reduced to the
extent that It is no longer probable that the related tax benefit will be reallzed, Deferred tax Habilities
are recognized for all the taxable temporary differences.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the
period when the asset Is reallzed or the liability is settled, based on the tax rates that have been
enacted or substantively enacted by the reporting date.

Provisions, contingent assets and contingent liabilities

Provisions are recagnleed when the Campany has a present legal or constructive obligation as a
result of past events, it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation, and a reliable estimate can be made of the amount of the obligation.
Contingent assets are not recognized and are also not disclosed unless an inflow of economic benefits
{5 probable and contingent Habilities are not recognized and only disclosed unless the probability of
an outflow of resources embodying economic benefits is remote.

Borrowing cosl

Borrowing costs directly attributable to the aequisition, construction or production of qualifying
assets, which are assets that necessarily take a substantial period of time to get ready for thelr
intended use, are added to the cost of those assets, until such time as the assets are substantially
ready for their intended use. All other borrowing costs are charged to income in the peried in which
they are incurred.

Revenue recognition

Reverue is recognized to the extent that it is probable that the economic benefits will low 10 the
Company and the amount of revenue cap be measured reliably, Revenue is measured at the falr
value of consideration received or receivable on the following basis;

Local sales are recognized on dispatch of goods to customers and export sales are recognized on hill
of lading date,

Bividend income from the Investments s recognized, when the Compuny's right to receive dividend
hds been established,

- Mark-up on loans to related partles and profit on saving accounts is accrued on time basis, by

reference to the principal outstanding and at the effective profit rate applicable,

Farelgn currency translations

Transactions in forelgn currencies are translated into Pak Rupee, using the exchange rates prevalling
at the dates af the transactdons, Monetary assets and liabilities denominated In foreign currencies are
translated into Pak Rupee at the exchange rates prevalling at the reporting date, All arising exchange
gains and losses are recognised in the profit and loss account,

Financial instruments

Trade debts, other receivables and other financial assets

Trade debts and other receivables are Initlally recognized at falr value plus any directly attributable
transaction cost Subsequent te initlal recognition, these are measured at amortized cost using
effective interest method, less any Impairment losses. Known bad debts are written off, when
identified, Any receipt against previously written off debtors 15 recognized as income in the year in
which amount Isteceived,



GULISTAN SPINNING MILLS LIMITED
NOTES TO THE FINANCIAL STATEMENTS H”

FOR THE YEAR ENDED JUNE 30, 2021
Gulistan

Cash and cash equivalents
Cash and cash equivalents comprise cash-in-hand, cash with banks in current, saving and depaosit
accounts, bank overdraft and other short-term highly liguid investments that are readily convertible
to known amounts of cash and which are subject to insignificant risk of change in value.
Off-setting of financial assets and liabilities
Financial assets and liabilities are off-set and the net amount is reparted In the balance sheet when
there is a legally enforceable right to off-set the recognized amounts and there i5 an Intention to
sertle elther on a net basis, or to realize the asset and settle the liability simultaneously.

4.15 Related party transactions
All transactions with related parties ure carried out by the company at arms' length price using the
method prescribed under the Companles Act, 2017 [comparable uncontrolled price method) with
the exception of loan taken from related parties which is interest f mark-up free.

416 Impairment loss
The carrying amounts af the Company's assets are reviewed at each reporting date to identify
circumstances indicating occurrence of impairment loss or reversal of provisions for impairment
losses. If any indications exist, the recoverable amounts of such assets are estimated and impalrment
losses or reversals of impairment losses are recognized In the profit and loss account and in case
revalued assets are tested for impalrment, then Impairment loss up to the extent of revaluation
surplus shall be recognized in revaluation surplus and remaining loss, If any shall be recognized in
profit and loss account. Reversal of Impairment lass is restricted to the original cost of the asset,

4,17 Dividend and appropriation to reserves
Dividend distribution to the Company's shareholders and appropriation to reserves are recognized
in the period in which these are approved.

4,18 Significant accounting estimates and judgments
The preparation of financial statements in conformity with the approved accounting standards
requires the use of certain critical accounting estimates. It also requires the management to exercise
its judgement In the process of applying the Company's accounting pollicies, Estimates and
judgements are continually evaluated and are based on historical experience and other factors,
including expectations of future events that are belleved to be reasonable under the circumstances,
The areas where various assumptions and estimates are significant to the Company's Ananckal
statements or where judgements were exercised n application of accounting palicies are as follows:

(1) Estimate of usefal lives, residual values of property, plant and eguipment and recoverable
values to account for impairment loss: [note 4.1)

(i}  Met realisable values of stores, spares and loose tools and stock-in-trade. (note 4.5 and 4.6)

(fif} Prowvision for impairment of trade debts.[note 4.16}

{iv) Provision for staff retirement benefit - gratuity.[note 4.8)

(v} PFrovision for taxation (note 4.9

[’J;E?)



GULISTAN SPINNING MILLS LIMITED o=
NOTES TO THE FINANCIAL STATEMENTS [[E:i”“
FOR THE YEAR ENDED JUNE 30, 2021

Gulistan

Fl PROPERTY, PLANT AND EQUIPMENT

P '-RUPEEE-- s
Property, plant and éguipment 1.894.570 2,149,905
= |
Particulors Office Furniture & Total
equipment finture
At July 01, 2020
Dpentng net book value 1,139,275 06 B4 334 403452 2,149,905
Dispersaly/ Transler
- ot l - l £ = -
- accumulated depreciatian - - -
Degrreciation charge [113,928] [0, &EH4] {33] {ROLE90) [2565333]
Closing net hools valde June 30, 2021 1LO25 347 44,160 30l 322 762 1 R‘H-EETﬂ
Cexst B, 384 4,37H,524 230 49,753,035 19,140,173
Leiss: accumiilated depreciation {3,977 .037] {EH32 464] [5,524) (9,430,273} [17,245.603)
Net ook value fune 30, 2021 1025347 S, 160 301 322,762 1,694,570
Rata of depreciation 1004 10 100 20%,

Particulars Oiffice 'I"|.|r-||ill.l1'1': & Arms and Vehicles Total
equipment Mixture smmiinition
2020

As at July i, 20049
Opening net baok value 1,265 HE3 674271 371 S4.315 2444 H1Y
Disposais Transfer - ¥
Depreciathon charge [126.587] (67,427 137} [100HB3) L2945 40
Closing niet boolk value June 30, 2020 1139275 GG, B4 334 A0E A2 2,149,905
Cost 002 384 4,378.524 5,230 9,753,035 19,140,173
Less: accumulatind deprociation (3.863.10%] (3,771,6A0] [5,A96] {9,349 583} [16.990.268)
Net book value fune 30, 2020 1,129275 606 44 EEL ) 403,452 L,149.905
Rate of depreciation 10%, 10, 10%; 20%0

Deprociation charged during the year has heen allocated as follows;
Operating cost - =
Adlminlstrsbive ERpEmses 255335 204914

255,535 294914

5.3 Noimpairment relating 1o property, plant and eguipments has been recognmred in the corront year. (20Z0: Nif)
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Rupees

6

INVESTMENTS

Investment In associate - under equity method i1 B

Other investments in equity shares 6.2 = .

Defence saving certificates 0.3 23,634,803 23,414,579
23,634,803 234145749

6.1 Investments in associates - under equity method

611

6.1.2

6.2

6.3

Quoted companties

Crulshan spinning Mills Limited 6.1.1 -
Gulshan Spinning Mills Limited (GSML)

10,303 (2020; 10,303) ardinary shares

of Rs. 10 each - cost 238,887 238,887

Equity held 0.046% (2020 0.046%)

Accumulated share of post acguisition loss [1,133.913) [1.133913)

Share of Surplus on revaluation of property, plant and

equipment 1,146,108 1,146,108

12,195 12,195

251,082 231082

Impairment charged on investment

Opening balance (251,082) {£51,062)

Charged / (adjusted] In the year - -

{251,082) {EEI.UHZ]
Carrying value of shares =
The recoverable amount has been calculated as Bs. Nil [2020: Rs. NII] per share apgregating to Re. Nil
[2020: Rs. Nil) after considering the company’s estimated future cash flows expected to be generated by
the associate, including the cash flows from the operations of the associate and the proceeds on the
ultlmate disposal of the investment as opposed to the fair value less cost to sell,
Sumimarized Oeancial informaticn of the associated company as at June 30, based on audited financial
statements |s as follows:

Gulshan Splnning Mills Limited

Liabilities 4,701,271,105 4,702, 705,900
Asgets 1,729 498,913 1.B76,020,.256
Revene = :
Loss after tax (88,946,284) (19,157.743)
Other investments in equity shares

This represents the investments in equity shares of: Number of share of Rs. 10 each

- Qulistan Textile Mills Limited 1.049 1,049
= Gulshan Weaving Milis Limited 778,900 TTR,900

Chue the closure of business of bath the entities the fair values of bath the investments kave been reduced
to Bs, nil and hence lully charged off,

It represents |[nvestment In defence saving certificate. These certificates are under len against
guarantees provided by various financial institutions
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Rupees

7 STOCK-IN-TRADE

Raw material 43,644,278 43,644 278
Finlshed poods 8,735,265 H, 735 265
52,379,543 52,379.543

¥ All of the stocks of the Company are under banks' charge as security of borrowings The Company filed a
suit in the Lahore High Court against all banks / financial Institutions under section 9 of the Financial
Institutions {Recovery of Finances) Ordinance, 2001, Further various banks and financial institutions
have also filed suits before Banking Court, Sindh High Court and Lahore High Court for recovary through
attachment and sale of Company's hypothecated / mortgaped [ charged stocks and properties as fully
explained in note 19.1 "litgation with banks and fAnancial institutions”

H THRADE DEPOSITS AND SHORT-TERM PREPAYMENTS
Short-Lerm prepayiments = z
Other receivables 8.1 145,097 145,097
145,007 145,097
a1 This represents receivable from Gubistan Textile Mills Limited, ex-associated campany, on account of zale
of fixed assets

9 TAX REFUNDS DUE FROM GOVERNMENT

Advance income tax -
Sales tax 9,411,245 9,411,245

9,411,245 9.411.245

10 CASH AND BANK BALANCES
Cash-in-hand = =

Balances with banks - current accounts 57,322 f3,212
Balances with banks - saving accounts 42,951 42,951
Term depesits 10,2 4,362,370 +362,370

4,462,643 4468533

10.1 Majority of the Company's bank aceaunts operations have been blocked by the respective banls due to
on-gaing litigations with these banks as detalled in note 19.1 to the financial statements,

10.2 These are under len with respect to guarantess provided on behalf of the company by various financial
institutions

11 DISPOSAL GROUP UNDER SCHEME OF ARRANGEMENT

Owned:

Freehold land 110,320,750 110,320,750

Bullding oo free hold land 247,983,200 247,983,200

Flant and machinery 212,613,937 212,613.937

Power houss 8,284 0829 B 284 829

Flectric installation 25,986,045 25,986,045

Factary equipment 17,777,115 17,777,115

Adr conditioning plant 19,748,238 19,7408 258

Right ol use asset:

Power houses 17,652,336 17,652,336
660,366,450 660,366,450

11.1 Particulars of immovable fixed assets are as follows:

Particulars Address Ares of land (Kanals)

Land Near Qutabpur Saddat Chwok, Vehari. 34.35 34.35

Manufacturing unit fd Km Lahore - Multan road, Pattokl, Kasur 125.95 125,95

160.30 16030

i{- Iu, “-‘:,_/I
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11.2 The Company along with its restructuring agent - United Bank Limited and majority of the lending financial

12

13

14

15

institutions has signed & “Scheme of Arcangement” under sections 279 to 283 read with section 285 of the
Companies Act, 2017 ["the Act”) as detealled in note 1.2, Hence, above mentioned assets has been classified and

presented under disposal group under scheme of arrangement,

The valuation of these assets is based on valuation report of an independent valuer, Oriental Engineering

services, dated 04 February 2021 The management believes that there is no materfal difference between the
forced sale value of these assets as on reporting date and date of valuation report. However, the an upward
increase in value of “building on free hold land® amounting to Rs, 14,590,960 {5 not accounted lor in these
finandal statements

SHARE CAPITAL
Numbers Numbers Rupees Rupees
2021 | 2020 | | 2021 | 2020
Authorized capital
15,000,000 15,000,000 Ordinary shares of Rs, 10 each 150,000,000 150,000.000
| Issued, subscribed and paid-up capital ]
6,838,330 6,838,330 Ordinary shares of Rs. 10 each 68,383,300 8,383,300
issued as futly paid in cash
7HUZ,6T0 7.802,670 Ordinary shares of Ks. 10 each 78,026,700 78,026,700
izsued as fully bonus shares
14 641:000 i4551-1 000 146,410,000 146,410,000
12.1  Ordinary shares held by the related party at the year end:
Paramount Spinning Mills Limited 202,777 202777
SURPLUS ON REVALUATION OF PROPERTY, PLANT AND EQUIPMENT
The revaluation surplus is based on revaluation report, dated October 22, 2018, of free hold land, buildings on
free hold land, plant and machinery, power house, electric installation, factory equipment, alr conditioning and
lease hold power house, Impairment loss has been charged to surplus on revaluation on those assets against
which surplus was available,
SUB-ORDINATED LOAN - unsecured 103,000,000 103,000,000
This is an Interest-free [nan obtained from Ex-Directar al the Company in previous years. This loan is sub-
ordinated to the finances provided by secured creditors, The loan shall not be repaid without obtaining consent
from the secured creditors subject to availability of resources and at discretion of the Company. This Inan has
heen classified in eqguity as per technical release "Accounting Directors' Loan (TR-32) of the [nstitute ol
Chartered Accountants of Pakistan (ICAF).
LOAN FROM ASSOCIATES AND OTHERS

Gulistan Fibers Limited 15.1 74818341 T4 B84
Gulshan Spinning Mills Limited - 6,950,441
Guishan Weaving Mills Limited 14,999,930 14,999,930
Interest free loan rom other partios - unsecured 15.2 191,917,963 183,365,822

281,736,234 280,134.534
15.1 This loan has been ereated In accordance with the settlement m
December 30, 2013, executed between Silk Bank Limited (the Lender), Gulshan Spinning Mills Limited
[an associated company), Paramount Spinning Mills Limited (an associated company) Gulistan Fibers
Limited [an associated company) and the Company. As per these agreements, short term borrowings
and putstanding pills payables aggregating Rs. 99.00 million of the Company have been adjusted by the
lLender against mortgaged property of the Gulistan Pibers Limited, under the debt-property swap
arrangement. Accordingly, the Campany has booked this loan as payable to Gulistan Fibers Limited by
adjusting its shoart-term borrowings and bills payable
@
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2021 2020
Rupees Rup

16

17

18.1

18.2

This loan is unsecured and carries markeup at the hall percent above the borrowing cost of the lending
company. The sald loan [s classified as short-term on account of non-payment with the agreed period of
time due to non-availability of funds and the Company did not charge interest on the same as well

15.2  These loans were advanced by the Ex-Chief Executive and his other relatives in order to meet wirking
vapital requirements,

POST EMPLOYMENT BENEFITS PAYABLES
Fost employment benelits payvables 16.1 43,863 425451

16.1  Movement in post employment benefits payable

Net liability nt beginning of the year 425451 425451
Add: eharge to profit and loss account * .
Less: benefits paid (381,588) -
Net liability at end of the year 43,863 425451
TRADE AND OTHER PAYABLES
Creditors ¢ 2
Accrued labilities 171 3,405,306 4,734,516
Sindh development fund and other payables 8,469,384 H 469 384
11,874,690 13,203,500

171 Accrued liabilities includes the amount of Electric duty payable amounting to Rs. 1,906,625 (2020: Rs.
1,906,625). The Company has ohtained stay order from the Honorable Lahore High Court against the
pavment of electrie duty to LESCO as detailed in note 19.2.2.

PAYABLE TO BANKING COMPANIES UNDER SCHEME OF ARRANGEMENT

United Bank Limfited 28,184,000 28,184,000
Faysal Hank Limited 128.420,000 128,420,000
Fabib Bank Limited 47,123,000 47,123,000
Askari Bank Limited 151,397,000 151,397,000
Hank Alfalah Limited 161,359,000 161,359,000
MO Bank Limidted 70,911,000 70.8911.000
Al-Baraka Bank Limited 153,610,000 153,610,000
Habib Metropalitan Bank Limited 48,079,000 48,079,000
HBank Island Pakistan Limited 17,000,000 17,000,000
Pair [nvestment Company Limited 350,000,000 150,000,000
The Bank of Punjab 148,058,000 14 E, 5,000
Mational Bank of Pakistan 167,914,000 L67.914,000
First National Bank Modaraba 50,000,000 50,000,000
Mark-up payable under scheme of arrangement 18.2 397,535,999 397,535,999

1,919,590,999 1,914,590,999

This represents payable to banking companles under scheme of arrangement as detailed in note 1.2 of these
financial statements,

Due to the long outstanding multiple litigations with banks the mark up expense for the year can not be relishly
estimated, hernce no provision for the markup for twe and half year is recognised in these financial statements.

&
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CONTINGENCIES AND COMMITMENTS
Contingencles
Litigation with banks and finaneial institutions

191

19.1.1

1912

19.1.3

The Company along with its restructuring agent = Unired Bank Limited and majority of
the jending financial institurions has signed a “Scheme of Arrangement” under sections
279 w 287 read with section 285 of the Companies Act, 2017 (“the Act™). Under this
Scheme, the existing financlal obligations / labilities of the Company towards the
secured ereditory shall be settled by way of sale of moveable and Immovable charged
assets of the Company as detailad in the scheme and payment of the proceeds thereof to
the secured creditars as contemplated under the scheme of arrangement, In teems of the
prder dated June 21, 2019 passed by the Sindh High Court in CMA N0 112/1% in |.C.M No,
15/19 the meeting of the members / shareholders of the campany was convened. The
members of the company having 99.99% |n value of share, present in person or by proxy
passed the resolution for approval of the scheme and a detalled report was submitted
hefore the Court by the chairman duly appointed by the Court. A meeting of the secured
creditors of the company will also be hetd and conducted by the chairman, report
whereof shall also be submitted to the court by the said chalrman.

Thiz Scheme, If agreed-upon by the requisite majority of the secored creditors of the
Company as stipulated in the Act, and sanctioned by the Honorable high court by an
order passed in this respect, would be binding on the Company, along with all the
sharchalders, creditors, stakeholders and any other regulatory/statutory bodies of for
with respects to the Company. The S¢heme secks to record the rerms and conditons of a
legally Binding compromise snd arrangement between the secured creditors on one
part and the Company and its directors and sponsors on the other part, for ensuring
inter alia, the settlement of the existing Hahilities and ancillary measures as mentioned

i note 1.2 to these financial statements.
Various banks and financial institutions have filed recovery suits before the banking

courts; the Henorable High Court of Sindh and the Honorahle Lahore High Court, for
recovery of their alleged long-term and short-term liabilities and lease labilities through
attachment and sale of Company’s hypothecated [/ mortgaged [/ charged stocks and
properties, The aggregate amount of these claims is Rs. 191959 million (2020: Rs.
1,919,549 millian).

The manegement is strongly cortesting above mentioned suits on merits as well as
cogent factual and legal grounds available to the Company under the law. Sinee, all the
cases are pending before varlous Courts therefore the uitimate outcome of these cases
can not be established t the date of these financial statements,

The Company fled a sult in the Honorable Lahore High Court (LHC) against its all
secured creditors / financial institotions under Section 9 of the Financial [nstiwtions
[Recovery of Finances) Ordinance. 2001 (“the Ovdinance”’) for redemption / release of
security, renditlon of accounts, recovery of damages, permanent injunction and ancillary
reliefs, The LHC vide {ts interim order dated October 25, 2012, ordered not to disturb
the present position of current assets and fixed assets of the Company and ne coercive
action shall be taken against the Company. The LHC through its order dated September
11, 2013, dismissed the case on legal grounds. The Company filed appeal before
Divisional Bench of the LHC against the above-mentionad arder. The Divisional Bench
passed an order, dated November 27, 2073 that respondent hanks will not liguidate the
Company's assets and operation of impugned judgement and decree dated September
11, 2013, will remain suspended meanwhlle. The Appeal filed by the company was
allowed vide order dated 04.11.2020, wherehy the case was remanded to the learned
single judge to decide the application for leave to defend.

&
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19.1.4

172.1.5

19.1.6

19.1.7

The Bank of Punjab has filed a suit COS No. 50/ 2013 for recovery of Rs. 168,426 million
or account of working capital facilities provided to the Company. The company filed PLA
Mo 148-B/2013, in response to the symmons issued by the Honorable Lahore High
Court. . The Honorable Lahore High Court dismissed the application and decreed in favar
of the plaintiff hank ta the extent of Rs. 159,286 million. The Company has fled appeal (o
the division bench of the Honorable Lahore Hiph Court, and the case is being contested
on merits.

Askari Bank Limited has fled a suit COS Mo, 40/2013 for recovery of Bs, 14825 million
The Company filed PLA No. 105-B/2013, in response to the summan issued by the
Honorable Lahare High Court The court dismissed the application for leave o defend.
The Honorable Banking Court decreed In favor of Plaintilf Bank, together with the costs
af funds as contemplated by section 3 of above mentioned Ordinance. The Company has
filed appeal in the Division Bench of the Honorable Lahore High Court, and the appeal is

still subjudice.
First Treat Manufacturing Modaraba filed a suit | Misc. No. 02 of 2015 for winding-up of

the Company. The said petition was disposed off by the Honorable High Court of Sindh,
through its order dated April 18, 2017, since the parties have resolved the dispute
amicably in an out-af-court settlement agreement dated February 28, 2016 executed at
Lahore, All the parties to this agreement settled that outstanding amount will be paid in
monthly Installments till the entire payment is made. The management has not
recognized the impact of the sajd agreement in these financial statements.

First National Bank Modarba has filed a suit against the Company for recovery of Bs
51.842 million. The said sult was decreed vide judgment dated August 01, 2017 agalnst
the Company and the same was converted into execution procesdings by the court
under section 19 of Financlal Institutions {Recovery of Finances) Ordinance, 2001, First
Mational Bank Modaraba has filed an Execution petition which is now pending
adjudication hefore the Banking Court Mo, 1, Lahore, where in the company has: filed an
ohjection petdtion, This case is also being vigorously and diligently contested by the
Company.

192 Lirigation with parties other than banks and financial institutions

19.2.1

The company has not provided tor Bs. 68 milllon (2020: Re. 6.8 million) in respect iof
infrastructure cess levied by the Government of Sindh. The case was decided against the
Company by a single judge of the Honorable Sindh High Court, The decision wis
challenged before a bench of same High Court and stay for collection of cess was
allowed. The Honorable High Court of Sindh decided the case by declaring that the levy
and collection of infrastructure fee prior to December 28, 2006 was illegal and ultra
vires and after that it was [egal. The Company filed an appeal In the Honorable Suprene
Court of Pakistan against the above-mentioned judgement of the Honorable High Court
of Sindh. Further, the Government of Sindh alse filed appeal against part of judgement
decided against them

The above appeals were disposed-off in May 2011 with a joint statement of the parties
that, during the pendency of the appeals, another law came into existence which was not
subject matter in the appeal. therefore, the decision thereon be first obtained from the
High Court before approaching the Honorable Suprome Court of Pakistan with the right
to appeal. Avcordingly, the petition was filed in the Honorable High Court of Sindh in
respect of the above view, During the pendency of this appeal an interim arrangement
was agreed where by bank puarantees furmished for consignments cleared upto
December 27, 2006 were returned and bank guarantees were furnished for 50% of the
levy for consignment released subsequent to December 27, 2006 while payment was
made against the balance amount. This petition was disposed off in terms of the
consolidated judgment dated June 04, 2021, The Company challenged the impugned
order dated June 04, 2021 before the honorable Supreme Court of Pakistan whereln the
operation of the Impugned judgement of Sindh High Court and recavery the levy was
suspended by the court

e
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19.2,2 The company has obtained stay order from Honorable Lahiore Thgh Court against the
payment of electric duty to LESCO. However, an amount of Rs. 1,906,625/ (2020: Rs.
1,906,625/~ had baen provided in the accounts oo account of electric duty,

19.2.3 The Company has filed a suit bearing # 1167/18 before the Honorable High Court of
Sindh, wherein, stay has been confirmed vide order dated March 03, 2017, The
Honorable Supreme Court of Pakistan in its judgment dated August 13, 2020, passed In
Civil Appeals No. 1113 10 1155 of 2017 ete. was pleased to waive off the Late Fayment
Surcharge and to recover GIDC in 24 egual monthly installments after making proper
caleulations. However, in-the light of the Judgment dated August 13,2020, read with Sub-
section 2 of Section B of the GIDC Act 2015, SNGPL is not entitled to recover GIDC from
the Company as the company has not collected the GIDC from Its clients / customers and
evien not passed on to its clients / customers, Accordingly, the Company has filed a suit
hefore Sindh High Court at Karachi whereln the honorable court was pleased to give stay
order on GIDC. The Company has not paid GIDC to SNGPL during the period when
injunctive orders were in field and the reported judgment of the Hon'ble Supreme Court
of Pakistan in the case of Fetleration of Pakistan vs Durrani Ceramles & Others 2014
SCMR 1630, The Company has also instituted a sult for recovery against SNGPL for
recovery of excess amount paid on account of GIDC and tariff difference which pending
adljudleation hefore Gas Utility Court, Lahore.

19.2  Other contingencies
19.3.1 Bank guarantees issued on behalf of the company;

Sul Northern Gas Pipelines Limited 19.862,200 18,862,200
Director of Excise and Taxation B957,572 8,957,572
28,819,772 28819772

Various other bank guarantees are also given by banks on behalf of the company to
various parties
194 Commitments
Thure is no capltal commitment asat June 30, 2021 (2020: Nil),

20 ADMINISTRATIVE EXPENSES

Rent, rates and Laxes 5L670 -
Postage and telephone . 14,000
Advertising 34,250 17,700
Traveling and conveyance 30,000 2870
Legal and professional 1,100,000 100,000
Fee and subscription - 6,655
Auditor's remuneration 20.1 360,000 410,000
Depreciation 5.2 255,336 204914
(thisrs 2,900 BO,006
1,854,156 926,245

20,1 Auditor's remuneration
Annual audit 350,000 400,000
Compliance report on Code of Corperate Governance 10,000 10,0001
360,000 410,000
21 OTHER EXPENSES

Debtorsand other receivables written-off = =
Impairment loss - 45,175,920
- 45,175,920

" ‘l‘
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202 2020
Rupees Rupees

22

23

24

25

26

OTHER INCOME

Prafit aon defence saving certificates 219,824 1,583 368
Receipts from bad debts 12,900 -
Liabllities written-of 1,689,210 -

1,921,934 1,584,468
FINANCE COST
Bank charges o1 2,144
Mark-up on lease liability = g

a1 2,144
EARING / (LOSS) PER SHARE - BASIC AND DILUTED
Profit / [less) after taxation 67,697 (44.520.941)
------ Number of shares ----

Weighted average number of ordinary shares
outstanding during the period 14,641,000 14,641,000
Earning / [loss] per share - basic and diluted 0.005 [3.04]

There is no dilutive effect on the basic loss per share of the Company,

REMUNERATION OF CHIEF EXECUTIVE OFFICER, DIRECTORS AND EXECUTIVES
Mo remuneration was pald 1o chief executive officer and directors. Number of executives of the company are Nil
(2020:Nil).

FINANCIAL INSTUMENTS BY CATEGORY
Financial assets - amortized cost

Investments 23,634,803 23414979

Trade deposit and short term prepayments 145,097 145,097

Cash and bank balances 4462643 4,468,533
28,242,543 28,024 609

Financlal Habilities - amortized cost

Loan from associates and others 281,736,234 0134534

Trade and other payahles 11,874,690 13,203,900
Unclaimed dividend 619,529 619,529
Payahle to banking companies under scheme of arrangement 1,919,590,999 1,919,590,999
294,230,453 293,957 963

26,1 Fair values of inancial Instruments
Fair value is the amount for which an asset could be exchanged or liability be-settled between
knowledgeable willlng parties In an arm's length transaction, As at the reporting date, fair values of all
financial instruments are considered 1o approximate their carrying amounts

26,2 Methods of determining fair values
Fair vatues of financlal instruments, with the exception of investment in associates, for which prices are
available from the active market are measured by reference to those market prices. Fale values of
financial assets and liabilities with no active market and those of investments in subsidiaries are
determined in accordance with generally accepred pricing models based on discounted cash fow
analysis based on inputs from other than ohervable market
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27

6.3

Z6.4

26.5

Discount/interest rates used for determining falr values

The interest rates used to discount estimated cash lows, when applicable, are baged on the government
yield curve as at the reporting date plus an ndeguate credit spread,

Sipnificant assumptions used in determining fair values

Fair values of financeal -asset and liabilities that are measured at fair value subsequent to Initial
recognition are determined by using discounted cash flow analysis. This analysis requires management
to make sipnificant assumptions and estimates which may ciuse material adjpstmeants to the carrying
armounts of financial asgets and financial lakilities in future periods. These assumptions are not fully
supportable by ohservable market prices or rates. The Company uses various significant assumptions for
determining fair value of financial assets and liabilities and incorperates information about other

estimation uncertainticsas well,
Significance of fair value accounting estimates to the Company’s financltal position and

performance

The Company uses fair value accounting for its financial instruments in deternuining its overall financial
pasition and in making decisions about individual financial instruments, This approach reflects the
[udgement of the Company about the present value of expected future cash flows relating to an
instrument. The management helieves that fair value information is relevant to many decisions made by
users of financial statements a5 it permits comparison of financial instruments having substantially the
same econumic characteristics and provides neutral basis for assessing the management's stewardship
by indieating effects of its decisions to acquire, sell or hoid financial assets and to incur, maintain or
discharae financial liahilines,

FINANCIAL RISK EXPOSURE AND MANAGEMENT

The Company may have exposures to credit risk, liquidity risk and market risk from its use of financial
instruments.

The board of directors has overall responsibility for the sstablishment and oversight of Company's risk
manzgement framework. The board is also responsible for developing and monitoring the Company's risk
menagement policies

27.1

Credit risk
2714 Exposure to credit risk
Credit risk |5 the risk of finaneial logs to the company (f 8 customer or coURter party to a
finarcial instrument fails to mect its contractual obligations, and arises principally from
the long-term deposits, trade debts, trade depasits and other receivable, accrued mark-
up and cash and bank balances. The carrying amount of financial asscts represents the
maxinum credit exposure. The maxlmum exposure to credit risk at the reporting date 15

as follows:
Trade deposits and other receivable 145,097 145,097
Bank balances 4462643 446H,534

4,607,740 4,613,630
The credit quality of Company’s bank balances can be assessed with reference to external credit ratings
as follows:

Ratin

K ki i Short term | I.Eung Lerm
Hanib Bank Limited JCR-VIS A1+ AfA
Standard Chartered Bank Lid. PACRA Al+ Ah
Bank Al Habib Limited PACEA Al AN
Agleari Banle Limited PACRA Al+ A
Hahib Metropolitan Bank Lid. PFACEA Al= AA+
Sindh Bank Limited VIS A-1 A+
Allied Banlk Limited PACHA Al ANA
Mational Bank of Pakistan PACRA Al= AAA
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27.3

27.4

Liguidity risk

Liquidity risk is the risk that an entity will encounter difficulties in meeting obligations assooiated with
financial Habilities, The Company Is facing difficulty in maintaining sufficient level of liquidity due to
financial problems ag all the banks and financlal insttutions have blocked / crased their finance fadlities
and flled suits for recovery ol these finances.

| nn __EIZIZ'II
Carrying Dne within one | Ducafierone | Carrying Due within one | Due 2fer one.
Amitiuri] year year amount Vet AT
[ Rupees |
[nan from associates and other
parties 81,736,254 Rt - 28013453 20,1345 -
Trade and other pavables LR 11574640 - |3, 208,900 (3,203,900 -
Fayable undes scheme of . y
Piyitiemmdesa 181950999 19195999 o LeEF0ME 141950090
arrangemnt
MMAMAN LNimnan - 1Ml 12984

In order to manage liquidity risk, the management along with its restructuring agent (a leading bank]
and a few other banks are negotiating with banks / financial institutions for restructuring of principal
and mark-up / interest and rescheduling of repayment terms as detailed in note 1.2 ta the financial
statemnents and the management envisages that sufficient financlal resourves will be available to manage
the liguidity risk.
Market risk
Market risk it the risk that the value of the financial instraments may fluctuate as o result of changes in
market interest rates or the market price due to a change in credit rating of the |ssuer or the instrument,
change in market sentiments, speculative activities, supply and demand of securities amd Tigquidity in the
market
(a) Currency risk
Currency risk is the risk that the fair value of future cash fAows ol o financial instrument
will luctuate because of changes in foreign exchange rates,
At reporting date, the Company is not exposed 1o currency nisk that's why currency risk
analysis has not been provided.
(b) Interest rate risk
Interest rate risk is the risk that fadr value or future cash flows of a linancial instrument
will Auctuate because of changes in market interest rates,
Majority of the Interest rate risk of the Company arises from borrowings from banks and
deposits with banks, However, the Company 1 not providing for mareup/interest on its
boreowings and liabllities due to litigation with banks and financial institutions a3
detailed in note 19.1.1 At the reporting date the profile of the Company’s interest
bearing financial instruments is as follows:
Fixed rate instrumaents
Financial assets 23,634,803 23,414,979
Financial liabilities - -
Variable rate instruments

Financial assets 4,405,321 4,405,321
Financial liabilities 3 z
Off balance sheet ltems
Hank guarantees issued in ordinary course of business 28,819,772 L84 19,772

Capital risk management

There was no change In the Company's approach to capital management during the year. Further, the
Cumpany is not subject to externally imposed to capital requirements, except those, related to
maintenance of debt covenants, commanly impased by the providers of debt finance which the Company

could not comply as at the reporting date.
o
-,
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30
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s Rupees

RELATED PARTY TRANSACTIONS

Related parties comprise of associated companies, directors of the Company, key management personnel,
cumpanies i which directors, key management personnel and close members of the families of the directors
and key management personnel are interested. The Company, in the narmal course of business, carries out
transactions with various related parties, Remuneration of the key management personnel Is disclosed in note
36 Amounts due from and to related parties are shown under loan fram associate and others. Other significant
transactions with related partics are a3 follows.

Name of related Relationship Transactions Z0z1 2020
party Rupess Rupees

Gulshan Spinning Mills|Comman directorship Adjustment ol 6,950,441 40,418,639
Limited loan
Other related parties Ex. CED and hiz relateives  [Reciept of loan 1,601,700
CAPACITY AND PRODUCTION
Numhber of spindies installed 24,096 24,090
Installed capacity in kilograms after conversion
into 205 counts Kg. 8,029,854 8,029,854

29.1 ‘The Company has not carrled out any nperations during the current reporting fnancial year due to the
circuinstances as disclosed in niote 1.2 resulting in cessation of operations.

NUMBER OF EMPLOYEES
Number of employees as at June 30,2021 . -
Average number of employees during the year - =

EVENTS AFTER REPORTING DATE

Subsequent to year end on 30.03.2022 4 meeting of the secured creditors of the company was held and
conducted by the chairman as appointed by the court, wherein secure creditors approved and adopted the
scheme of arrangerment. The report of meeting has bean submitted to court for final sanction by Lhe court.

DATE OF AUTHORIZATION FOR ISSUE
These financial statements have been authorized for ssue on

the Company.

— ] -

CHIEF EXECUTIVE

Sley T/

CHIEF FINANCIAL OFFICER

Q;‘Ir/dgf}hl’g by the Board of Directors of

Mol

DIRECTOR

(¢
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CATEGORIES OF SHAREHOLDERS
AS AT JUNE 30, 2021
Particulars MNo. of Share MNo, of Shares
Percentage
Holders Held E
Diractors, Chief Executive Offlcer, Thelr Spouses and
Minar Children 7 4,082 0.03
Associated Companies, Undertakings and Related
Parties 1 202,777 1.38
NIT B ICP 2 964 0,01
Banks, Development Finance Institutions, Non- Banking
Financial Institutions 3 426,492 2.91
Joint Stock Companies 5 78,550 0.54
General Public (Local} 1,728 8,386,971 57.28
Other Companies 9 5,541,157 1785
1,755 14,641,000 100.00
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CATEGORIES OF SHAREHOLDERS
AS AT JUNE 30, 2021

A)

B

)

B}

E)
F)

G)

H)

ASSOCIATED COMPANIES, UNDERTAKINGS AND RELATED PARTIES

Paramount Spinning Mills Limited

NIT & ICP

10BL [ICP UNIT)
Investment Corporation of Pakistan

DIRECTORS, CHIEF EXECUTIVE OFFICER, THEIR SPOUSES
AND MINOR CHILDREN

DIRECTORS

iir. MUHAMMAD JUNAID
Mir. Sohall Magsood
Mr.Muhammad Akhtar Mirza
Mr.Muhammad Ashraf Khan
Mr.Abid Sattar

Mr. Muhammad Asif Akram
MR MUHAMMAD ARIF

SPOUSES

BANKS, DEVELOPMENT FINANCIAL INSTITUTIONS, NON
BANKING FINANCIAL INSTITUTIONS, INSURANCE COMPANIES,
MODARABAS & MUTUAL FUNDS

BANKS

Mational Bank of Pakistan
The Bank of Punjab, Treasury Division

OTHER COMPANIES
JIOINT STOCK COMPANIES
GENERAL PUBLIC (LOCAL)

TRADING IN THE SHARES OF COMPANY DURING THE YEAR BY THE
DIRECTORS, CHIEF EXECUTIVE OFFICER, CHIEF FINANCIAL OFFICER,
COMPANY SECRETARY AND THEIR SPOUSES AND MINOR CHILDREN

SHARES

2027717

464
500

500
350
500
986
500
500
553

148,992
277,500

5541157
18,550

8,386,971

14,641,000

NIL

2



Form of Proxy

Gulistan Spinning Mills Limited

I/'We being member of Gulistan Spinning Mills Limited holder of
ordinary shares as per Share Register Folio No. and/or CRC
participant L.I). No. Account No hereby appoint_____
who is also member of Gulistan Spinning Mills Limited vide Folio No._
or CDC participant 1.1D. No. Account No. or failing him/her
of Mr. of who 15 also member of Gulistan Spinning Mills Limited vide
Folio No. or CDC participant LD. No./__ AccountNo.___ as my/our

proxy fo attend, speak and vote for me/us and on my/our behall at the Annual General
Meeting of the Company to be held on 24" June 2023 at 11:45 a.m and at any adjournment

therenf.

As witness my/our hand this day of 2023 | Appropriate

Signed by the said Revenue

Witness [:- Stamp

MName:-
Address:-
CNIC:-

Witness 2:-

Name:-
Address:-
CNIC:-
Notes:

I. The Proxy in order to be valid must be duly stamped, signed and witnessed and be deposited with

the Company not later than 48 hours before the time of holding of Meeting.

2. The proxy must be a member of the Company.

3. Signature should agree with the specimen signature, registered with the Company.

4. CDC Shareholders, entitled to attend and vote at this meeting, must bring with them their National
Identity Card/Passport in original to prove his/her identity, and in case of Proxy must enclose an
attested copy of his/her NIC or passport.

5. Representative of corporate members should bring the usual documents required for such purpose.

&
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