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Yisvon Sdatoment

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

Mission Statement

Our Missionisto berecognized as a premium quality yarn

manufacturing unit.

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

To assume leader ship role in the technol ogical advancement of the
industry.

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

Our trademark is honesty, innovation, fairness, teamwork of our people
and integrity in relationship with our customers, associates,
shareholders, community and stake holders.
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DEWAN FAROOQUE SPINNING MILLS LIMITED

NOTICE OFANNUAL GENERAL MEETING

NOTICE ISHEREBY GIVEN that the TwentiethAnnua General Meeting of Dewan Farooque Spinning
MillsLimited (“DFSML" or “the Company”) will be held on Thur sday, October 26, 2023, at 2:00 p.m. at
Dewan Cement Limited Factory Site, at Deh Dhando, Dhabeji, District Malir, Karachi, Pakistan; to transact
thefollowing businesses upon recitation from Holy Qur'aan and other religiousrecitals:

ORDINARY BUSINESS:
1. To confirm the minutes of the preceding Extra Ordinary General Meeting of the Company held on
Thursday, January 26, 2023;

2. Toreceive, consider, approve and adopt the annual audited financia statements of the Company for the
year ended June 30, 2023, together with the Directors and A uditors Reportsthereon;

3. To confirm the appointment of the Statutory Auditors of the Company for the year ended June 30, 2024,
andtofix their remuneration;

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

Karachi: September 28, 2023 Muhammad Hanif German
Director & Company Secretary

NOTES:
1. The Share Transfer Books of the Company will remain closed for the period from October 19, 2023 to
October 26, 2023 (both daysinclusive).

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

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

4. CDCAccount holderswill further have to observe the following guidelines, aslaid down in Circular 01
dated January 20, 2000, issued by the Securitiesand Exchange Commission of Pakistan:

a) ForAttendingM eeting:

i) Incaseof individual, the account holder or sub-account holder, and/or the person whose securities
are in group account and their registration details are uploaded as per the regulations, shall
authenticate his/her identity by showing his’her original National 1dentity Card (CNIC), or original
passport at thetime of attending themeeting.

ii) In case of corporate entity, the Board of Directors' resolution/power of attorney, along with the
specimen signature of the nominee, shall be produced (unless it has been provided earlier) at the
time of meeting.

b) For Appointing Proxies:

i) Incaseof individual, the account holder or sub-account holder, and/or the person whose securities
are in group account and their registration details are uploaded as per the regulations, shall submit
the proxy form asper theabovereguirements.

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

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

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

5. Noticeto Shareholder swhohavenot provided CNIC:
CNIC of theshareholdersismandatory intermsof directiveof the Securitiesand Exchange Commission
of Pakistan contained in S.R.O. 831(1)/2012 dated July 05, 2012 for the issuance of future dividend
warrants etc. and in the absence of such information, payment of dividend may be withheld in term of
SECP'sabove mentioned directive. Therefore, the shareholderswho have not yet provided their CNICs
are once again advised to provide the attested copies of their CNICs directly to our Shares Registrar
without any further delay.

6. Mandatefor E-DIVIDENDSfor shareholders:

In order to make process of payment of cash dividend more efficient, e-dividend mechanism has been
envisaged where sharehol ders can get amount of dividend credited into their respective bank accounts
electronically without any delay. In this way, dividends may be instantly credited to respective bank
accountsand there are no changes of dividend warrants getting lost in the post, undelivered or delivered
tothewrong address, etc. The Securitiesand Exchange Commission of Pakistan (SECP) through Notice
No. 8(4) SM/CDC 2008 dated April 5, 2013 had advised all Listed Companies to adopt e-dividend
mechanism due to the benefits it entails for shareholders. In view of the above, you are hereby
encouraged to provide adividend mandate in favor of e-dividend by providing dividend mandate form
duly filledinand signed.

7. ElectronicTransmission of Financial SatementsEtc.:
SECPthrough itsnotification No. SRO 787(1)/2014 dated September 8, 2014 hasallowed companiesto
circulate Annual Audited Financial Statements along with Notice of Annual General Meeting through
email instead of sending the same through post, to those members who desiresto avail thisfacility. The
members who desire to opt to receive aforesaid statements and notice of AGM through e-mail are
reguested to provide their written consent on the Standard Request Form available on the Company's
website: http://www.yousufdewan.com/DFSML/index.html.
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DEWAN FAROOQUE SPINNING MILLS LIMITED

CHAIRMAN'SREVIEW

| am pleased to present areport on theoverall performance of the Board of Directorsand effectiveness of
therole played by the board in achieving the company’ s objectives. Theboard of directorsisresponsible
for themanagement of the company, whichformulatesall significant policiesand strategies. Theboardis
governed by relevant laws & regulations and its obligation, rights, responsibilities and duties are as
specified and prescribed therein.

The Board of Directors comprises of individuas with diversified knowledge who endeavour to
contributetowardstheaim of the Company withthe best of their abilities.

An annual self-evaluation of the Board of Directors of the Company is carried out. The purpose of this
evaluation is to ensure that the Board's overall performance and effectiveness is measured and
benchmarked agai nst expectationsin the context of objectivesset for the Company.

During financial year ended June 30, 2023, six board meetingswere held. TheBoard of Directorsof the
Company received agendas and supporting material in advance prior to the board and its committee
meetings. All Directors are equally involved in important decisions. The Board's overall performance
and effectivenessfor theyear under review wassatisfactory.

——

M ehmood-ul-Hassan Asghar
Chairman Board of Directors

Date: September 26, 2023
Place: Karachi
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DIRECTORS REPORT

INTHE NAME OFALLAH; THE MOST GRACIOUSAND THE MERCIFUL
IFYE GIVE THANKS, | WILL GIVEYOU MORE (HOLY QURAN)

Dear Shareholder(s),

Assalam-o-Alykum!

The Board of Directors of your Company are pleased to present the Annual Audited Financial Statements of the
Company for theyear ended June 30, 2023 together with theAuditors Report thereon.

Economic Overview

Financial year (FY') 2023 has presented severe economic challengesfor Pakistan reflecting long standing structural
weaknesses and political uncertainty. The geopolitical situation, difficult financial environment, and high
inflationary pressures have all had a substantial impact on the prospects for global growth. All these factors posed
significant economic risks for Pakistan's economy as well. Devastating floods and political unrest further
aggravated the situation. Thus, FY 2023 has been a challenging year for Pakistan's economy by facing tremendous
challenges of macroeconomic imbalances, flood damages, supply shocks, and international economic slowdown
which has dampened the economic growth to just 0.29 % in FY2023 (6.1% in FY22) with 1.55 % growth in
agriculture (4.4%inFY 22), -2.94 % inindustrial sector (7.2%in FY 22). The primary economic sector LSM, which
represents domestic industrial production, remained on the negative side, at -8.11% declinein FY 2023 against the
growth of 10.61 %in the corresponding year. The policy rate hashistorically goneup from 13.75%to 22.0% with an
approximateincrease of morethan 8%. | mport compression policy had adetrimental effect onthe Country'sexports
which witnessed a decline of 12.7%. Similarly, the remittances also plunged by 13.74% to USD 27 hillion as
compared to last year. During the year, Pakistan has posted its highest ever inflation of 37.97% from ayear earlier
and isexpected to remain high inthe near term along with destructive Pak Rupee deval uation by approximately 40%
againsttheUSDallar.

Dueto the proliferation of risks, including the global economic slowdown, flood damages, coupled with the SBP's
restrictive policies such as high-interest rates, import restrictions, rapid monetary policy tightening, the closure of
L Csto correct the balance of payments and control inflation and financial market volatility has created headwinds
for businesses, consumer confidence, and investment.

Industrial Overview

Textile, being amajor sector of Pakistan's economy contributes around 60% to the country's exports and provides
employment to 40% of the country'stotal labor force. Textile sector hasrecorded negative growth by 16.03% and its
exports experienced asignificant decline of 14.6% during the FY 2023. The spinning industry at the start of cotton
year was very optimistic that the price for cotton would be reduced due to anticipated growth in cotton crop and
carry-over of last year's surplus stocks but in contrary to this, during FY 2023, flash floods 2022 hit hard agriculture
sector's performance by severely damaging the cotton & other crops. A decline of 41% was observed in cotton
which resulted in the production of 4.910 million bales as compared to 8.329 million bales of last year. Resultantly
cotton market had taken an upturn and priceshad elevated. Moreover, higher international cotton pricesand overall
challenging supply chain, fraught with shortage of gas, unprecedented inflation, increased political instability and
overburdening of taxes and levies have resulted in the non-competitiveness of the textile industry in the
international market.

Operating results and performance:
The operating results for the year under review are as follows:

" Rupees’
REVENUE 488,343,690
COST OF REVENUE (716,320,054)
GROSSLOSS (227,976,364)
OPERATING EXPENSES (9,474,916)
OPERATING LOSS (237,451,280)
FINANCE COST (71,024,481)
LOSSBEFORE TAXATION (308,475,761)
TAXATION 21,874,869
LOSSAFTER TAXATION (286,600,892)
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During theyear ended 30th June 2023, Company's net revenue has decreased to Rs.488.344 million ascompared to
Rs. 694.230 million of last year. Company has suffered gross loss of Rs. 227.976 million, whereas operating
expenses of the company at Rs. 9.475 million as compared to Rs. 53.213 million of corresponding year. Finance
Cost has increased significantly to Rs.71.024 million as compared to Rs. 46.584 million of comparable period
because of massive insurgence in policy rate. Due to working capital constraints, the company continued the
production of yarn on contract basis to keep the company operational. During the year under review, production
volume was decreased as compared to last year due to temporary shutdown of plant in last quarter of FY 2023
mainly on account of plant repairs & maintenance and shortage of raw material. Your company isup and running
after resumingitsproductiononthearrival of new cotton seasoninthecountry.

Infinancial year ended 2012, Company had settled with itslendersthrough Compromise Agreement against which
consent decrees had been passed by the Honorable High Court of Sindh, Karachi. Company's short term and long
term loans had been rescheduled in the form of long term loans, however certain lenders having suits of Rs.37.405
million, did not accept the restructuring proposal at that time. Consequent to default in repayment of restructured
liabilities as per compromise agreement, the lenders filed for executions of consent decrees. The Company filed
suitsin Honorable High Court of Sindh at Karachi wherein it hasbeen strongly contested that filing of executionsis
unjust and agai nst thelaw. Management of the Company expectsfavorabl e outcometherefrom.

The Auditors of the company have expressed qualified opinion in their report on default in repayment of
installments of restructured liabilities and related non-provisioning of mark-up as explained in their report. They
haveal so added matter of emphasis paragraphintheir report regarding doubt about company'sability to continueas
going concern.

Company has approached its lenders for further restructuring of itsliabilities, whichisin process. Management is
hopeful that suchrevisionwill befinalized soon. M oreover, the markup outstanding up to the date of restructuringis
Rs.210.713 million, for which the company would beliableto pay inthe event of default of termsof agreement. The
management is confident that upon finalization of revised restructuring thisamount will remain eligiblefor waiver,
hence no provision of the same hasbeen madein thesefinancial statements.

Thesefinancia statements have been prepared using going concern assumption asthe conditionsreferred in note 2
are temporary and would reverse in foreseeable future. Further, sponsors also provide the support as and when
required to meet the working capital requirements of the company and accordingly, the preparation of these
financial statementsusing going concern assumptionisjustified.

FutureOutlook

The economic outlook, both local and global, isinherently uncertain. The economic distress on account of policy
tightening, flood impacts, import curtailment, coupled with political uncertainty has hampered the wheel of the
Pakistan economy. The country's economic stability would largely depend on political firmness, proactive &
prudent monetary policy and accessto external financing. Therefore, weforeseethat the spinning industry will go
through atough period not only because of lesser demand but al so duetoincreasein commodity prices, power cost,
rupee devaluation, minimum wage increases, mark up rates and increased taxes, etc. threatening to result in the
decreased profitability of theindustry. However, asignificant development for the Country's Textile Industry isthe
early cotton arrivals this year with better quality. If the weather conditions in the Country remain favorable and
target production of 12.7 million cotton bales (PCGA) isachieved, it will not only help to stabilize the cotton prices
and support local textileindustry toflourish but will also help the Country to earn significant foreign exchange.

For the globally competitivenessin the wake of prevalent economic crunch, we expect the government will focus
on structural reforms, addressing the fundamental flaws those lead to recurring economic crises. To boost exports
and foreign exchange, and to enable the exporters to compete internationally, the government should prioritize
export-oriented sectors, including the textile industry. Thisinvolvesfacilitating theimport of raw materials, parts,
and accessories, decrease in current interest rate presently too exorbitant for any business to sustain and also
ensuring the availability of utilities at rationalized power tariff. Further, Taxation structure is expected to create
ease of doing business and with afocus on expanding the tax-base rather than over burdening existing payers. The
next year isachallenging year for not only the company but also for theeconomy of Pakistan.
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CorporateSocial Responsibilities

Weareal so committed to Corporate Social Responsibility (CSR) and integrating sound social practicesinour day to
day business activities. The Company iscommitted to make conscious effort to consider and balance the interest of
al stakeholders, in particular the community in which we live and workers who are the core of our business. We
measure our success not only intermsof financial criteriabut also in building customer satisfaction and supporting
thecommunitiesweserve.

Health, Safety and Environment

Themanagement of the company isaware of itsresponsihility to provide asafe and healthy working environment to
our associates and give highest priority to it. Our safety culture is founded on the premise that al injuries are
preventableif duecareistaken. Continual effortsfor provision of safe, healthy and comfortableworking conditions
for the employees are made. Wefollow up and investigate on all incidents and injuries to address their root causes.
Webelievethat safety and healthisajourney of continuousimprovement and eternal diligence. Wewill continueto
takestepstoimprovethe safety and heal th of our associates.

Human Resource

Themanagement of the Company iscommitted to excellence and hasaclear vision that human resources and strong
leadership practices are important enablers of high productivity and sustainable competitive advantage of our
Company. Therefore, management of the Company gives much importance to the optimal use of human resources
by way of trai ning proper guidance, motivation andincentive schemesfor theempl oyees.

Corporateand Financial Reporting

Your Company iscommitted to good corporate governance. The Board acknowl edgesitsresponsibility in respect of
Corporate and Financial Reporting Framework. The Directorsconfirmthat:

1. Thefinancial Statements presented by the management of the Company give afair account of the state of
affairs, theresultsof itsoperations, cash flow and changesin equity.

2. Proper booksof accountshave been maintained.

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

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

5. Thesystemof internal controls, whichisin place, issound in design and has been effectively implemented
and monitored.

6. There has been no material departure from the best practices of the corporate governance, except as
disclosedin auditorsreview report.

7.  TheCompany hasconstituted an Audit Committeefrom amongst the non-executive membersof itsBoard.

8. TheBoard has prepared and circulated a Statement of Ethics and Business Practices amongst its members
and thecompany'semployees.

9. Doubtsuponthe company's Going Concern and mitigating factorshave appropriately been disclosedinthe
financial statements.

10. Information regardingthe outstandingtaxesand L eviesisgiveninthenotestothefinancial statements.

11. Asrequired under the Code of Corporate Governance, thefollowing information hasbeen presented inthis
report:

i)  Patternof Shareholding;
ii) Sharesheld by associated undertaking and rel ated persons;
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Board
The Board of Directors comprises of individuals with diversified knowledge who endeavor to contribute towards
theaim of the Company withthebest of their ahilities.

TheBoard of Directorsasof June 30, 2023, consisted of thefollowing:

Directors Numbers
a) | Mae 6
b) | Female 1
Composition Numbers
a) | Independent Director 1
b) | Other Non-executive Directors 5
c) | Executive Director 1

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

Names No. of Meetings attended

Dewan Abdul Bagi Farooqui 0

Mr. Aziz-ul-Haque

Mr. Ghazanfar Baber Siddiqi

Mr. Abdul Basit

Mr. Imran Ahmed Javed

Syed Magbool Ali

Mr. Mehmood-ul-Hassan Asghar

Mr. Muhammad Hanif German
Mrs. Nida Jamil

O WO |RPr|IOO|O| O

Leave of absence was granted to directors who could not attend these meetings.

Audit Committee

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

During the year, four Audit Committee meetings were held and attendance was as follows.

Names No. of Meetings
attended
Mr. Aziz-Ul Hague Chairman 4
Abdul Basit 4
Mr. Ghazanfar Baber Siddigj 4
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Human Resour ceand Remuner ation Committee

Human Resource and Remuneration Committee was established by the Board to assist the Directorsin discharging
their responsibilitieswith regard to devising and periodic reviews of human resource policies. It also assistsBoard
in selection, eval uation, compensation and succession planning of key management personnel.

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

Names No. of Meetings
attended
Mr. Aziz-Ul Hague Chairman 1
Syed Magbool Ali 1
Mr. Mehmood-ul-Hassan Asghar 1

Earningsper Share
(Loss) per shareduring the period under review worked out to Rs(2.93) [2022: Rs. (1.97)]

Appointment of Auditors

Thepresent auditors, M/s. Feroze Sharif Tariq & Co., Chartered Accountants, retireand being eligible, have offered
themselves for re-appointment. The Board of Directors of your company, based on the recommendations of the
Audit Committee of the board, proposes M/s. Feroze Sharif Tariq & Co., Chartered Accountants, for reappoi ntment
asauditorsof thecompany for theensuing year.

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

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

Subsequent Events
Subject to expressly stated elsewhere, there are no material changes and commitments affecting the financial
position of the Company between theend of thefinancial year and thedate of thisreport.

Voteof Thanks& Conclusion
Onthe behalf of the Board, we appreciate the valuable, loyal, and commendable services rendered to the Company
by itsexecutives, membersof the staff and workers.

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

LO-MY LORD ISINDEED HEARER OF PRAYER (HOLY QURAN)
By and under Authority of the Board of Directors

Syed Magbool Ali M ehmood-ul-Hassan Asghar
Chief Executive Officer & Director Chairman Board of Directors

Date: September 26, 2023
Place: Karachi
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FINANCIAL HIGHLIGHTS

2018 2019 2020 2021 2022 2023

(Rupees in Thousands)

(Restated)
Sales (Net) 769,189 482,918 431,984 602,428 694,230 488,343
Gross (Loss)/ Profit (247,083) (110,117) (99,211) (24,786) (117,103) (227,976)
(Loss) / Profit Before Tax (391,807) (225,131) (210,263) (119,029) (216,900) (308,476)
(Loss) / Profit After Tax (377,120) (210,213) (197,869) (112,601) (192,991) (286,601)
Current Assets 432,652 297,930 267,439 252,910 202,744 132,023
Shareholder's Equity 1,139,735 936,849 739,922 2,001,994 1,808,851 1,808,851
Current Liabilities 1,000,203 978,877 1,259,456 1,274,972 1,305,462 1,400,423
(Loss)/ Earning per Share (3.86) (2.15) (2.02) (1.15) (1.97) (2.93)
Breakup value per share (Rs) 11.66 9.58 7.57 20.48 18.50 18.50
current ratio (Times) 0.43 0.30 0.21 0.20 0.16 0.09
Gross (Loss) / Profit % -32.12%  -22.80%  -22.97% -4.11% -16.87%  -46.68%
Net (Loss) / profit% (0.49) (0.44) (0.46) (0.19) (0.28) (0.59)
Debt equity ratio (Times) 0.81 0.93 118 0.44 0.48 0.57
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Satement of Compliance with Listed Companies
(Code of Corporate Governance) Regulations, 2019

For the Year Ended June 30, 2023
Thecompany hascomplied with the requirementsof the Regul ationsinthefollowing manner:

1. Thetotal number of directorsaresevenasper thefollowing:

a) Male 6
b) Female o1

2. Thecompositionof boardisasfollows:

a) Independent Director : Mr.Aziz-ul-Haque

b) Other Non-executiveDirectors : Mr. Ghazanfar Baber Siddiqi
Mrs. NidaJamil
Mr. Abdul Basit

Mr. Mehmood-UI-Hassan Asghar
Mr. Muhammad Hanif German

c) ExecutiveDirector : SyedMagbool Ali

3. Six Directors have confirmed that they are not serving as Director in more than seven listed Companies
including this Company, however, one Director is serving as Director in more than seven listed Yousuf Dewan
Companies.

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

5. Theboard has devel oped avision/mission statement, overall corporate strategy and significant policies of the
company. A complete record of particulars of significant policies along with the dates on which they were
approved or amended hasbeen maintained.

6. All the powers of the board have been duly exercised and decision on relevant matters have been taken by
board/ sharehol dersasempowered by therel evant provisionsof theAct and these Regul ations.

7. Themeetingsof the board were presided over by the Chairman and, in hisabsence, by adirector el ected by the
board for this purpose. The board has compiled with requirements of Act and the regulations with respect to
frequency, recording and circul ating minutes of meeting of board.

8. The board of directors have a formal policy and transparent procedures for remuneration of directors in
accordancewith theAct and these Regul ations.

9. Two Directors are qualified under the Directors training program. During the year the board did not arrange
training programfor itsdirectors. However, wewill arrangethe sameinthenext coming session.

10. Theboard has approved appointment of CFO, Company Secretary and Head of Internal Audit, including their
remuneration and terms and conditions of employment and complied with relevant requirements of the
Regulations.

11. CFOand CEOduly endorsedthefinancial statementsbeforeapproval of the board.
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12. Theboard hasformed committeescomprising of membersgiven below:

a) Audit Committee . Mr.Aziz-ul-Haque Chairman
Mr.Abdul Basit Member
Mr. Ghazanfar Baber Siddiqi Member

b) HRandRemunerationCommittee :  Mr.Aziz-ul-Hague Chairman
Mr. Mehmood-ul-HassanAsghar  Member
Syed Magbool Ali Member

13. The terms of reference of the aforesaid committees have been formed, documented and advised to the
committeefor compliance.

14. Thefrequency of meetings(quarterly/half yearly/yearly) of thecommitteewereasper following:

a) Audit Committee . 4meetingsduringthefinancia year ended June 30, 2023
b) HRandRemunerationCommittee :  lannual meeting held during the financial year ended June 30,
2023

15. The board has set up an effective internal audit function. The staffs are considered suitably qualified and
experienced for the purpose and are conversant with the policiesand procedures of the company.

16. Thestatutory auditors of the company have confirmed that they have been given asatisfactory rating under the
quality control review program of the ICAPand registered with Audit Oversight Board of Pakistan, that they or
any of the partners of the firm, their spouses and minor children do not hold shares of the company and that the
firm and al its partners are in compliance with International Federation of Accountants (IFAC) guidelines on
codeof ethicsasadopted by thel CAP.

17. The statutory auditors or the persons associated with them have not been appointed to provide other services
except in accordance with the Act, these regulations or any other regul atory requirement and the auditors have
confirmed that they have observed |FAC guidelinesinthisregard.

18. We confirm that all other requirements of the Regulations 3, 6, 7, 8, 27,32, 33 and 36 of the Regulations have
been complied with; and

19. Explanationfor non-compliancewithrequirements, other thanregulations 3, 6, 7, 8, 27, 32, 33 and 36 arebel ow:

S.No. Non-Mandatory Requirement Reg No. Explanation
1 | Directors Training.- 19

It is encouraged that by June 30, 2022 all Currently, two Directors are qualified under
the directors on their Boards have the directorstraining program. The Company
acquired the prescribed certification is encouraging and planning to arrange DTP
under any director training program certificationfor theremaining Directors.
offered by institutions, local or foreign,
that meet the criteria specified by the
Commission and approved by it.

Syed Magbool Ali M ehmood-ul-Hassan Asghar
Chief Executive Officer & Director Chairman Board of Directors

Date : September 26, 2023
Place : Karachi
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FEROZE SHARIF TARIQ & CO. (KOS SHARY AR & O

Chartered Accountants

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

KARACHI 75400

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

Facimile: (+9221) 4540891

Email : fstc.ca@gmail.com

INDEPENDENT AUDITORS REVIEW REPORT
TO THE MEMBERS OF DEWAN FAROOQUE SPINNING MILLSLIMITED

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

We have reviewed the enclosed Statement of Compliance with the Listed Companies (Code of Corporate Governance)
Regulations, 2019 (the Regulations) prepared by the Board of Directors of Dewan Farooque Spinning MillsLimited (the
Company) for theyear ended June 30, 2023 in accordancewith the requirements of regul ation 36 of the Regul ations.

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

Asapart of our audit of thefinancia statementswe arerequired to obtain an understanding of the accounting and internal
control systems sufficient to plan the audit and develop an effective audit approach. We are not required to consider
whether the Board of Directors statement on internal control coversall risks and controls or to form an opinion on the
effectivenessof suchinternal controls, the Company'scorporate governance proceduresand risks.

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

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

a) The Company is required to have at least two or one third members of the Board, whichever is higher, as
independent directorsonitsboard. However, the Company hasonly oneindependent director.

b) Thecomposition of board hasincludes oneindependent director Mr. Aziz ul Haque, whereasin our opinion he
does not meet the criteria of independence due to his cross director ship in other group companies. Further,
Code requiresindependent directors shall not be less than two or one third of the total members of the board,
whichever ishigher, whereasboardinclude oneindependent director.

¢) Thechairman of Audit committee and Human Resource and Remuneration Committee shall be anindependent
director, whereasin our view Mr. Aziz ul Haque does not meet the criteria of independence dueto thereason
reflectin para(a) above.

Based on our review, except for the above instances of non-compliance, nothing has come to our attention which causes
usto believe that the Statement of Compliance does not appropriately reflect the Company's compliance, in al material
respects, with the requirements contained in the Regulations as applicable to the Company for the year ended June 30,
2023.

Furthermore, we highlight that one of the Director of the company is serving as directors in more than seven listed
Companies, and Two of thedirectorsare qualified under the Directors Training Program asreflect in note 3and 9to the
statement of Compliance.

r Y )
Dated: October 4, 2023 l’bnr}(’ Q%\Nﬁ ’MAC (LY ¥R

UDIN: CR2023101618UHJa5KhM
Place: Karachi CHARTERED ACCOUNTANTS
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FEROZE SHARIF TARIQ & CO.

Chartered Accountants

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

KARACHI 75400

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

Facimile: (+9221) 4540891

Email : fstc.ca@gmail.com

FEROZE SHARIF TARIQ & CO.

INDEPENDENT AUDITORS REPORT
TO THE MEMBERS OF DEWAN FAROOQUE SPINNING MILLSLIMITED

Report ontheAudit of the Financial Statements

Qualified Opinion

We have audited the annexed financial statements of Dewan Farooque Spinning Mills Limited (the Company),
which comprise the statement of financia position as at June 30, 2023, and the statement of profit or loss,
Statement of comprehensive income, the statement of changesin equity, the statement of cash flowsfor the year
then ended, and notesto thefinancial statements, including asummary of significant accounting policiesand other
explanatory information, and we statethat we have obtained all theinformation and explanationswhich, to the best
of our knowledgeand belief, werenecessary for the purposes of the audit.

In our opinion and to the best of our information and according to the explanations given to us, because of the
significance of the matters described in Basis for Qualified opinion Paragraph of our report and its effects, the
statement of financial position, the statement of profit or loss, Statement of comprehensive income, the statement
of changesin equity and the statement of cash flowstogether with the notesforming part thereof conformwith the
accounting and reporting standards as applicablein Pakistan and give the information required by the Companies
Act, 2017, inthemanner so required and respectively giveatrueand fair view of the state of the Company'saffairs
asat June 30, 2023 and of theloss and other comprehensive | oss, the changesin equity and its cash flowsfor the
year then ended.

Basisfor Qualified Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicablein Pakistan.
Our responsibilities under those standards are further described in the Auditor's Responsibilities for the Audit of
the Financial Statements section of our report. We are independent of the company in accordance with the
International Ethics Standards Board for Accountants Code of Ethicsfor Professional Accountants as adopted by
the Institute of Chartered Accountants of Pakistan (the Code) and we have fulfilled our other ethical
responsibilitiesin accordance with the Code. We believethat the audit evidence we have obtained is sufficient and
appropriateto provideabasisfor our qualified opinion.

a) Thecompany defaulted in repayment of installments of restructured liabilities of Financial institutions,
hence as per clause 10.2 of the Compromise Agreement of the company, the entire outstanding
restructured liabilities of Rs.398.067 (2022: Rs.398.067) million (note 8.1 to the financial Statements)
along with markup of Rs.210.713 (2022:Rs.210.713) million (eligible for waiver outstanding as of date
of restructuring) become immediately payable, therefore provision for markup should be made in these
financial statements. The Company has defaulted in restructured liabilities as per compromise
agreement, the lenders filed suits for execution of consent decrees therefore, and the Balance
Confirmations from Financial Institutions have not been received. Further, the short term finance
facilities have expired and not been renewed by banks amounting to Rs. 267.10 (2022:Rs. 267.10)
million. Thecompany isfacinglitigationsfromitslenders; theaggregate suit amount isRs. 37.405 (2022:
Rs. 37.405) million the company hasalso not provided markup on the same amount and the execution has
beenfiled by thelendersof the Company asdisclosedinnote15.1and 15.2 tothefinancial Statements.

b) Had the provisionsfor the mark up, as discussed in preceding paragraph (a), and along with markup not
booked in thesefinancial statements as per note 15.1, and 28.1 to thefinancial Statements, the loss after
taxation would have been higher by Rs. 345.086 (2022: Rs 295.371) million and markup payablewould
have been higher and shareholders equity would have been lower by Rs. 345.086 (2022: Rs.295.371)
million.
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Material Uncertainty Relatingto Going Concern

We draw attention of the membersto note 2 to the financial Statementsfor the year ended June 30, 2023 which
indicateslossafter taxation of Rs. 286.601 (2022: Rs. 192.991) million and asof that dateit hasaccumulated losses
of Rs. 1,679.053 (2022: Rs. 1,463.021) million and its current liabilities exceeded its current assets by Rs.
1,268.400 (2022: Rs. 1,102.718) million, Furthermore, the company defaulted in repayments of installments of
restructured long term liabilitiesand short term financefacilitieswhich hasbeen expired and not renewed by banks
amounting to Rs. 267.10 million as discussed in Para (@) above. The Company isin litigation with its lenders as
disclosed in note 15 to the financial Statements. Following Course, the company has temporarily suspended its
own production to manufacture yarn and started manufacturing of yarn on Contract basis due to working Capital
constraints as disclosed in note 1 and 33 to thefinancial statements. These conditions, along with other matters as
set forth in note 2 indicates the existence of material uncertainty which may cast significant doubt about
Company’s ability to Continue as going concern therefore the company may be unable to realize its assets and
dischargeitsliabilitiesin normal Course of Business. The amounts of the current liabilities and Loss reported in
said note do not include the effect of matters discussed in Basisfor Qualified opinion. Our opinionisnot modified
inrespect of thismatter.

KeyAudit Matters

Key audit mattersarethose mattersthat, in our professional judgment, were of most significancein our audit of the
financial statementsof the current period. These matterswere addressed in the context of our audit of thefinancial
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these
matters. We have determined that thereare no key audit mattersto communicatein our report other than the matters
describedinthebasisfor qualified opinion

Infor mation Other than theFinancial Satementsand Auditor'sReport Thereon
Management is responsible for the other information. The other information comprises the information in the
Annual Report, but doesnot includethefinancial statementsand our auditor'sreportsthereon.

Our opinion on the financial statements does not cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility isto read the other information and, in
doing so, consider whether the other information is materialy inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If, based on the work we have
performed, we conclude that there is a material misstatement of this other information; we are required to report
that fact. We have concluded that the other information is materially misstated for the same reason with respect to
the matters described in the basis for Qualified Opinion section and in the Material Uncertainty Related to Going
Concern section.

Responsibilitiesof M anagement and Boar d of Director sfor theFinancial Satements

Management isresponsible for the preparation and fair presentation of thefinancial statementsin accordancewith
Accounting and Reporting Standards as applicable in Pakistan and requirements of companiesAct 2017 (X1X of
2017), and for such internal control as management determinesis necessary to enable the preparation of financial
statementsthat arefreefrom material misstatement, whether duetofraud or error.

In preparing thefinancial statements, management isresponsiblefor assessing the company'sability to continueas
agoing concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless management either intends to liquidate the Company or to cease operations, or has no realistic
alternativebut todo so.

TheBoard of Directorsareresponsiblefor overseeing the company'sfinancial reporting process.
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Auditor'sResponsibilitiesfor theAudit of theFinancial Satements

Our objectives are to obtain reasonabl e assurance about whether the financial statements asawhole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonableassuranceisahighlevel of assurance, but isnot aguaranteethat an audit conducted in accordance with
| SAsas applicable in Pakistan will always detect amaterial 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 toinfluencethe economic decisionsof userstaken onthebasisof thesefinancial 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. Weal so:

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

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

e Evaluate the appropriateness of accounting policies used and the reasonabl eness of accounting estimates
and rel ated di sclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on
the audit evidence obtained, whether amaterial uncertainty existsrelated to events or conditionsthat may cast
significant doubt on the company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the
financial statementsor, if such disclosuresareinadequate, to modify our opinion. Our conclusionsare based on
the audit evidence obtained up to the date of our auditor’s report. However, future events or conditions may
causethe Company to ceaseto continueasagoing concern.

e Evaluatethe overall presentation, structure and content of the financial statements, including the disclosures,
and whether thefinancial statementsrepresent the underlying transactionsand eventsin amanner that achieves
fair presentation.

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

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

From the matters communicated the Board of Directors, we determinethose mattersthat were of most significanceinthe
audit of thefinancial statementsof the current period and aretherefore the key audit matters. We describe these mattersin
our auditor’s report unless law or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that amatter should not be communicated in our report because the adverse consequences
of doing sowould reasonably be expected to outweigh the publicinterest benefits of such communication.
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Report on Other L egal and Regulatory Requirements
Based on our audit except for the matter discussed in basis for qualified opinion section and Material Uncertainty
Relating to Going Concern Section anditseffects, wefurther report that in our opinion:

(8) proper books of account have been kept by the Company asrequired by the CompaniesAct, 2017 (XIX of
2017);

(b) thestatement of financial position, the statement of profit or loss, statement of comprehensiveincome, the
statement of changesin equity and the statement of cash flows together with the notes thereon have been
drawn upin conformity with the CompaniesAct, 2017 (XIX of 2017) however, the same arein agreement
withthebooksof account and returns;

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

(d) NoZzakat wasdeductibleat sourceunder the Zakat and Ushr Ordinance, 1980 (X V111 of 1980).

Theengagement partner ontheaudit resulting in thisindependent auditor’ sreport isMohammad Ghalib.

Dated: October 4, 2023 v Q’]MN;? (rq' ,.,\c\ Wk
UDIN: AR202310161wCBzv5kpM b“!}((

Place: Karachi CHARTERED ACCOUNTANTS
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DEWAN FAROOQUE SPINNING MILLS LIMITED

STATEMENT OF FINANCIAL POSITION

Asat 30th June, 2023

EQUITY AND LIABILITIES Juzr(')ezgov Ju;(?zzo’
SHARE _CAPITAL AND RESERVES Notes ( Rupess)
Authorized share capital
100,000,000 (2022: 100,000,000 ) Ordinary sharesof Rs.10/-each 5 1,000,000,000 1,000,000,000
I ssued, subscribed and paid-up capital 6 977,507,260 977,507,260
Revenue reserve - accumulated loss (1,679,052,587)| |(1,463,021,085)
Capital reserve - revaluation surplus on property, plant and equipment 7 2,225,864,355 2,294,365,07]
1,524,319,028 1,808,851,246
NON-CURRENT LIABILITIES
Long term [oan 8 13,515,625 16,406,250
Deferred taxation 9 258,129,754 286,108,919
Deferred liability for staff gratuity 10 24,821,967 21,054,094
CURRENT LIABILITIES
Trade and other payables 1 142,878,504 117,891,869
Accrued mark-up 390,303,597 319,474,688
Short term borrowings 12 412,864,355 412,864,355
Current & overdue portion of long term liabilities 13 448,271,977 446,553,227
Provision for taxation 14 6,104,296 8,677,877
1,400,422,729 1,305,462,016
CONTINGENCIESAND COMMITMENTS 15 - -
3,221,209,103 3,437,882,525
ASSETS
NON-CURRENT ASSETS
Property, plant and equipment 16 3,050,959,357 3,196,911,765
Long term deposits 17 38,226,745 38,226,745
CURRENT ASSETS
Stores & spares 18 28,155,525 25,350,641
Trade debts- unsecured, considered good 19 43,384,112 69,983,502
L oans and advances - unsecured, considered good 20 10,773,089 19,715,514
Trade deposits and other receivables - considered good 21 7,342,103 40,704,645
Taxes recoverable 39,568,858 36,751,422
Cash and bank balances 22 2,799,314 10,238,291
132,023,001 202,744,015
3,221,209,103 3,437,882,525

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

(Ed

D

M uhammad‘lirfan Ali
Chief Financial Officer

Syed Magbool Ali
Chief Executive Officer & Director

Mehmood-ul-Hassan Asghar
Chairman Board of Directors
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STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED 30TH JUNE 2023

Notes 2023 2022
(Rupees)
Sales/ Revenue - Net 23 488,343,690 694,230,183
Cost of sales/ revenue 24 (716,320,054) (811,333,168)
Gross (l0ss) (227,976,364) (117,102,985)
Operating expenses
Administrative expenses 25 (33,649,878) (45,057,397)
Selling and distribution expenses 26 (10,985,842) (8,155,965)
Reversal of provision for doubtful debts 19 35,160,804 -
(9,474,916) (53,213,362)

Operating (loss) (237,451,280) (170,316,347)
Finance cost 27 (71,024,481) (46,583,983)
(Loss) before taxation (308,475,761) (216,900,330)
Taxation

Current (6,104,296) (8,677,877)

Prior - 1,536,192

Deferred 27,979,165 31,051,019

21,874,869 23,909,334

(Loss) after taxation (286,600,892) (192,990,996)
(Loss) per share- basic and diluted 28 (2.93) (2.97)

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

(Ed

D

M uhammad‘lirfan Ali
Chief Financial Officer

Syed Magbool Ali
Chief Executive Officer & Director

Mehmood-ul-Hassan Asghar
Chairman Board of Directors
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DEWAN FAROOQUE SPINNING MILLS LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30TH JUNE 2023

2023 2022
(Rupees)
(L oss) after taxation (286,600,892) (192,990,996)
Other Comprehensive Income
Items that will not be subsequently reclassified to profit or loss
Remeasurement of defined benefit liability (2,068,674) 151,506
(2,068,674) 151,506
Total comprehensiveincome/ (loss) for the year (288,669,566) (192,839,490)
The annexed notes form an integral part of these financial statements.
4
/>
Syed Magbool Ali Muhammad Irfan Ali Mehmood-ul-Hassan Asghar
Chief Executive Officer & Director Chief Financia Officer Chairman Board of Directors
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STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30TH JUNE 2023

CASH FLOW FROM OPERATINGACTIVITIES Note
(Loss) before taxation
Adjustments for non cash and other items:
Depreciation
Financial charges
(Reversal) / Provision for doubtful debts
Provision for gratuity
Cash flow before working capital changes
Working Capital changes
(Increase) / Decrease in current assets:
Stores & spares
Stock in trade
Trade debts
Loans & advances
Trade deposits & other receivables
Increase/ (Decrease) in current liabilities:
Trade and other payables
Cash generated from / (used in) operations
Paymentsfor:
Taxes paid - net of refund
Gratuity paid
Financial charges paid
CASH FLOW FROM INVESTINGACTIVITIES
Capital expenditure incurred
Long term deposits
Net cash outflow from investing activities
CASH FLOW FROM FINANCINGACTIVITIES
Long term loan
Net cash inflow / (out flow) from financing activities
Net increase / (decrease) in cash and cash equivaents
Cash and Cash equivalents at the beginning of the year
Cash and Cash equivalents at the end of the year 29

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

(Ed

Syed Magbool Ali Muhammad Irfan Ali
Chief Executive Officer & Director Chief Financial Officer
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2023 2022
(Rupees)
(308,475,761) (216,900,330)
147,249,108 160,682,914
71,024,481 46,583,983
(35,160,804) 12,350,000
11,482,931 8,499,911
(113,880,045) 11,216,478
(2,804,884) (3,041,324)
- 361,003
61,760,194 1,201,012
8,042,425 (1,561,274)
33,362,542 12,338,957
24,986,635 3,323,466
12,366,867 23,928,318
(11,495,313) (14,421,155)
(5,646,384) (3,921,985)
(195,572) (179,294)
(4,970,402) 5,405,884
(1,296,700 (38,279,650)
(1,296,700) (38,279,650)
(1,171,875) (937,500)
(1,171,875) (937,500)
(7,438,977) (33,811,266)
10,238,291 44,049,557
2,799,314 10,238,291

Mehmood-ul-Hassan Asghar
Chairman Board of Directors




DEWAN FAROOQUE SPINNING MILLS LIMITED

STATEMENT OF CHANGESIN EQUITY
FOR THE YEAR ENDED 30TH JUNE 2023

Revenuereserve | Capital Reserve
w:ﬁi?ﬂ ed Revaluation surpluson
and paid-up | Accumulatedloss | property, plant& Total
capital equipment
(Rupees)
Balance as at July 01, 2021 977,507,260  (1,345,900,042) 2,370,386,530  2,001,993,748
Total comprehensive lossfor the year
(Loss) for the year - (192,990,996) - (192,990,996)
Other comprehensive income -- (151,506) -- (151,506)
-- (193,142,502) -- (193,142,502)
Transfer to accumulated loss
in respect of incremental depreciation - net of tax -- 76,021,459 (76,021,459) --
Balance as at June 30, 2022 977,507,260  (1,463,021,085) 2,294,365,071  1,808,851,246
Balance as at July 01, 2022 977,507,260  (1,463,021,085) 2,294,365,071  1,808,851,246
Total comprehensive loss for the year
(Loss) for the year (286,600,892) (286,600,892)
Other comprehensive income -- 2,068,674 -- 2,068,674
- (284,532,218) - (284,532,218)
Transfer to accumulated loss
in respect of incremental depreciation - net of tax - 68,500,716 (68,500,716) -
Balance as at June 30, 2023 977,507,260  (1,679,052,587) 2,225,864,355  1,524,319,028

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

(Ed

Syed Magbool Ali Muhammad Irfan Ali Mehmood-ul-Hassan Asghar
Chief Executive Officer & Director Chief Financial Officer Chairman Board of Directors
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NOTESTO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2023

1 THECOMPANYANDITSOPERATIONS
Dewan Farooque Spinning Mills Limited was incorporated in Pakistan on December 22, 2003 as public
limited company, under the Companies Ordinance, 1984 (now Companies Act 2017). The shares of the
company are listed on Pakistan Stock Exchange Limited. The principal activity of the company is
manufacturing and sale of fine quality yarn. The Company also manufactures yarn on contract basis. The
company hasinstalled capacity of 28,800 spindles.

The geographical Location and address of the company's business units, including mill/plant are as

under:

- The registered office of the company is located at Dewan Centre, 3-A, Lalazar Beach Hotel, Road,
Karachi, Pakistan;

- whileitsmanufacturing facilitiesarelocated at 54 km Multan Road, Phool Nagar By-pass, District Kasur,
Pakistan.

1.1 Summary of significant eventsand transactionsinthecurrent reportingperiod
All significant transactions and events that have affected the Company’s statement of financial position
and performance during the year have been adequately disclosed either in the notes to these financial
statementsor intheDirectors' report.

2 GOINGCONCERNASSUMPTION

Thefinancial statementsfor theyear ended June 30, 2023 reflect that company sustai ned net loss after taxation
of Rs. 286.601 million (2022: Rs. 192.991 million) and as of that date its negative reserves of Rs. 1,679.053
(2022: Rs. 1,463.021) million and its current liabilities exceeded its current assets by Rs. 1,268.400 million
(2022: 1,102.718). Furthermorethe short term facilities of the company have expired and not been renewed by
banks and it has defaulted in repayment of restructured liabilities. Following course, the company is facing
litigations with its lenders as more fully explained in note 15 to the financial statements. These conditions
indicate the existence of material uncertainty, which may cast significant doubt about Company's ahility to
continueasgoing concern.

These financial statements have been prepared using going concern assumption as these conditions are
temporary and would reverse in foreseeable future. Further, sponsors also provide the support as and when
required to meet the working capital requirements of the company and accordingly, the preparation of these
financial statementsusing going concernassumptionisjustified.

3 BASISOFPREPARATION
3.1 Satement of compliance
Thesefinancial statements have been prepared in accordance with the accounting and reporting standards
asapplicablein Pakistan with the exception of departure of IFRSasmentionedin note27.1 tothefinancial
statements, for which the management concludes that provisioning of mark-up would conflict with the
objectives of the financial statements. The accounting and reporting standards applicable in Pakistan
compriseof:

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

Where provisions of and directives issued under the Companies Act, 2017 differ from the IFRS, the
provisionsof and directivesissued under the CompaniesAct, 2017 havebeenfollowed.

3.2 Basisof measurement
Thesefinancial statements have been prepared under historical cost convention except for the following
items, which aremeasured on an aternative basison each reporting date:

Item M easurement basis

Land Reval uation model

Building Revaluation model

Plant and Machinery Revaluation model
Employeebenefits- Net defined benefit liability Present value of the defined benefit liability,

determined through actuarial valuation

Themethod used to measurefair valuesaredisclosed in respective policy notes.
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DEWAN FAROOQUE SPINNING MILLS LIMITED

3.3 Standards,amendments, inter pretation and improvementsapplicabletothefinancial statements

Adoption of amendmentsto approved accounting standar dseffectiveduringtheyear

There are certain new and amended standards, issued by International Accounting Standards Board
(IASB), interpretations and amendments that are mandatory for the Company's accounting periods
beginning on or after July 1, 2022 but are considered not to berelevant or do not have any significant effect
onthe Company'soperationsand thereforenot detailed in thesefinancial statements.

Amendmentstoapproved accounting standar ds

IFRS3 Referencetothe Conceptual Framework (Amendments)

IAS 16 Referencetothe Conceptual Framework (Amendments)

IAS 37 Onerous Contracts— Costsof Fulfilling aContract (Amendments)

Theadoption of the above amendmentsto the accounting standards did not have any material effect onthe
Company's financia statements.

The IASB has also issued the revised Conceptual Framework for Financial Reporting (the Conceptual
Framework) in March 2018 which is effective for annual periods beginning on or after January 01, 2020
for preparers of financial statements who develop accounting policies based on the Conceptual
Framework. Therevised Conceptual Framework isnot astandard, and none of the conceptsoverridethose
in any standard or any requirementsin a standard. The purpose of the Conceptual Framework isto assist
IASB in developing standards, to help preparers develop consistent accounting policies if there is no
applicablestandardin placeandto assist all partiesto understand and interpret the standards.

I mprovementstoAccounting Standar dsl ssued by thel ASB (2018-2020 cycle)
IFRS9Financial Instruments—Feesinthe'10 percent' test for derecognition of financial liabilities
IAS41Agriculture—Taxationinfair valuemeasurements

IFRS 16 L eases—L easeincentives

The adoption of the above amendments to the approved accounting standards did not have any material
effect onthe Company'sfinancial statements.

Sandar dsand amendmentstol FRSsthat arenot yet effective
The following amendments to the approved accounting standards as applicable in Pakistan would be
effectivefrom the dates mentioned bel ow agai nst the respective amendment or improvements:

| ASB effective date

Amendment or improvement (annual periods
beginning on or after)

IFRS17 Insurance Contracts (Amendments) January 01, 2023
IASlandIFRS
Practice Disclosureof Accounting Policies (Amendments) January 01, 2023
Statement 2
IAS8 Definition of Accounting Estimates (A mendments) January 01, 2023
IAS12 Deferred Tax related toAssetsand Liabilitiesarising

fromaSingle Transaction (Amendments) January 01, 2023
IAS12 International Tax Reform—Pillar TwoModel

Rules(Amendments) January 01, 2023
IAS1 Classification of Liabilitiesas Current or Non-current January 01, 2024
IFRS16 LeaseLiability inaSaleand L easeback (Amendments) January 01, 2024
IAS7/IFRS7  Disclosures: Supplier Finance

Arrangements (Amendments) January 01, 2024
IFRS10/1AS28 Saeor Contribution of Assetsbetweenan

Investor anditsAssociate or Joint Venture (Amendments) Notyet finalised

Further, the following new standards have been issued by IASB which are yet to be notified by the
Securities and Exchange Commission of Pakistan for the purpose of applicability in Pakistan and are not
expected to have any material impact on the Company's financial statements in the period of initial
application.
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Amendment or improvement

- IFRS1 First-timeAdoption of International Financial Reporting Standards
- IFRS17 Insurance Contracts

3.4 Functional and presentation currency
Items included in the financial statements are measured using the currency of the primary economic
environment in which the company operates. The financial statements are presented in Pakistani rupees,
whichisthe Company'sfunctional and presentational currency.

3.5 Useof estimatesand judgements
The preparation of the financial statements in conformity with approved accounting standards as
applicablein Pakistan, requires management to make judgments, estimates and assumptionsthat affect the
application of policiesand the reported amounts of assets and liabilities and income and expenses. Actual
resultsmay differ fromthese estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimatesarerecognisedinthe period inwhich theestimateisrevised andin any future periodsaffected.

In particular, information about significant areas of estimation, uncertainty and critical judgments in
applying accounting policies that have the most significant effect on the amounts recognised in the
financia statementsareasfollows:

35.1 Operatingfixed assets, revaluation and depreciation

The Company reviews appropriateness of the rate of depreciation, useful lives and residual
values used in the calculation of depreciation. The estimates of revalued amounts of revalued
assets are based on valuations carried out by aprofessional valuer. Further, where applicable, an
estimate of the recoverable amount of assetsismadefor possibleimpairment on an annual basis.
In making these estimates, the Company uses the technical resources available with the
Company. Any change in the estimates in the future might affect the carrying amount of
respectiveitem of property, plant and equipment, with corresponding effects on the depreciation
chargeandimpairment.

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

3.5.3 Incometax
In making the estimates for income tax currently payable by the Company, the management
considersthe current income tax laws and the decisions of appellate authorities on certain issues
inthepast.

354 Sockintrade
TheCompany reviewsthenet realizablevalue (NRV) of stock intradeto assessany diminutionin
the respective carrying values. Any change in the estimates in future years might affect the
carrying amounts of stock in trade and corresponding effect in profit and loss account of those
future years. Net realisable value is determined with respect to estimated selling price less
estimated expendituresto makethesales.

355 Soresandspares
The Company reviewsthe net realizable value (NRV) and impairment of storesand spare partsto
assessany diminutionintherespective carrying valuesand wherever required provisionfor NRV
/ impairment is made. The calculation of provision involves the use of estimates with regardsto
future estimated use and past consumption along with storesand spareshol ding period.
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3.5.6 Contingencies
The assessment of the contingenciesinherently involvesthe exercise of significant judgment as
the out come of the future events cannot be predicted with certainty. The company, based on the
availability of the latest information, estimates at the value of contingent assets and liabilities
whichmay differ ontheoccurrence/non occurrenceof the uncertainfutureevents.

4  SIGNIFICANTACCOUNTINGPOLICIES
Thesignificant accounting policiesapplied in the preparation of these unconsolidated financial statementsare
set out below:

4.1 Property, plant and equipment
Owned

Item of property, plant and equipment is recognized as asset when it is probable that future economic
benefits associated with the asset will flow to the company and its cost to the company can be measured
reliably.

Anitem of property, plant and equipment, which qualifiesfor recognition asan asset, isinitially measured
atitscost. Cost includes expenditure that isdirectly attributableto the acquisition of theitem. Subsequent
toinitial recognitionitemsof property, plant and equipment are carried at arevalued amount, being itsfair
value at the date of the revaluation less any subsegquent accumulated depreciation and subseguent
accumulated impairment losses. Reval uations are made with sufficient regularity such that the carrying
amount does not differ materially from that which would be determined using thefair value at the balance
sheet date.

Land (free hold and lease hold), Building and Plant and Machinery are recognized at revalued amounts
based on valuation by external independent valuer. Long term leases of land in which the Company
obtainscontrol of theland are accounted for as property, plant and equipment and presented as‘ leasehold
land’ and building . Revaluation surplus on property, plant and equipment is credited to shareholders
equity and presented as a separate line item in statement of financial position. Increasesin the carrying
amounts arising on reval uation of land are recognized, in other comprehensive income and accumul ated
in revaluation surplusin shareholders' equity. To the extent that increase reverses a decrease previously
recognized in profit or loss, the increase is first recognized in profit or loss. Decreases that reverse
previous increases of the same asset are first recognized in other comprehensive income to the extent of
theremaining surplusattributableto theasset; all other decreasesarechargedto profit or loss.

Any revaluationincreasearising ontherevaluation of assetsisrecognised in other comprehensiveincome
and presented as a separate component of equity as “Revaluation surplus on property, plant and
equipment”, except to the extent that it reverses a revaluation decrease for the same asset previously
recognised in profit or loss, in which case the increase is credited to profit or loss to the extent of the
decrease previously charged. Any decrease in carrying amount arising on the revaluation of assets is
charged to profit or lossto the extent that it exceedsthe balance, if any, held in the revaluation surpluson
property, plant and equipment relating to a previous revaluation of that asset. The revaluation reserveis
not avallablefor distribution to the Company's sharehol ders. The surplus on reval ued assetsto the extent
of incremental depreciation charged (net of deferred tax) istransferred to unappropriated profit.

Subsequent costs are included in the asset's carrying amount or recognized as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to
the company and the cost of the item can be measured reliably. All other repairs and maintenance are
chargedtotheincomestatement duringthefinancial year inwhichthey areincurred.

Depreciation is charged so as to write off the cost or revaluation of assets, other than leasehold land and
capital work-in-process, over their estimated useful lives, using thereducing balance method, onthebasis
of ratesspecifiedin note 16 to thefinancial statements. The depreciation for assets acquired or disposed of
during the year is charged from the month of acquisition or up to the month of disposal of such assets
respectively.

Thegain or loss arising on the disposal or retirement of an asset is determined as the difference between
the salesproceedsand the carrying amount of theasset andisrecognizedinincome.

I ntangibleassets

Computer software acquired by the Company are stated at cost less accumulated amortisation. Cost
represents the expense incurred to acquire the software license and bring them to use. The cost of
computer softwareisamortised over the estimated useful life.

Cost associated with maintai ning computer softwareischarged to the profit and | ossaccount.
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4.2 Capital work-in-progress
All expenditure connected with specific assets incurred during development, installation and
construction period are carried as capital work-in-progress. These aretransferred to specific assetsasand
whentheseassetsareavailablefor use.

4.3 Lease
At theinception of acontract, the Company assesseswhether acontract s, or contains, alease. A contract
is, or contains, aleaseif the contract conveystheright to control the use of an identified asset for aperiod
of timein exchangefor consideration. To assesswhether acontract conveystheright to control the use of
anidentified asset, the Company assesseswhether:

- thecontractinvolvestheuseof anidentified asset;

- the Company has the right to obtain substantially all of the economic benefits from use of the asset
throughout the period of use; and

- the Company hastheright to direct theuse of theasset.

The Company recognizesaright-of-use asset and aleaseliability at thelease commencement date.

431 Right of useasset

The right-of-use asset is initially measured at cost, which comprises the initial amount of the
lease liability adjusted for any lease payments made at or before the commencement date, plus
any initial direct costsincurred and an estimate of coststo dismantle and remove the underlying
asset or to restore the underlying asset or the site on which it islocated, lessany leaseincentives
received. Right of use asset is subsequently depreciated using the diminishing balance method
from the commencement dateto the earlier of the end of the useful life of theright of use asset or
the end of the lease term. The estimated useful lives of right of use assets are determined on the
same basis as those of property, plant and equipment. In addition, right of use asset is
periodically reduced by impairment losses, if any, and adjusted for certain remeasurements of
theleaseliahility.

4.3.2 Leaseliabilities
Theleaseliability isinitially measured at the present val ue of thelease paymentsthat arenot paid
at the commencement date, discounted using theinterest rate implicit in the lease or, if that rate
cannot be readily determined, the Company’s incremental borrowing rate. Lease payments
included inthe measurement of theleaseliability comprisethefollowing:

fixed payments (including in-substance fixed payments), less any lease incentives
receivable;

variablelease payment that arebased on anindex or arate;

amountsexpected to be payable by thelessee under residual valueguarantees;

the exercise price of a purchase option if thelesseeisreasonably certain to exercise that option,
and

payments of penalties for terminating the lease, if the |ease term reflects the lessee exercising
that option.

The lease liability is measured at amortized cost using the effective interest method. It is
remeasured whenthereisachangeinfuturelease payments.

4.3.3 Shorttermleasesand low-valueassets
The Company has el ected not to recognize right of use assets and leaseliabilitiesfor short-term
leases that have a lease term of 12 months or less and the leases of low-value assets. The
Company recognizesthelease paymentsassoci ated with theseleasesasan expense on astraight-
linebasisover theleaseterm.

4.4 Soresand spares
Thesearevalued at average cost except for thoseintransit, which arevalued at cost.
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45 Sockintrade
These are valued at lower of average cost and net realizable values, the cost is determined as follows:

Raw material - Averagecost

Packing material - Averagecost

Work inprocess - Cost of direct materials plus conversion cost valued on the basis of
equivalent production units.

Waste - Sdlingprice

Finished goods - Averagecost or netrealisablevaluewhich everistheless

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

Net realisable value signifies the estimated selling price in the ordinary course of business less cost
necessary to beincurredin order tomakethesae.

Goods-in-transit are valued at purchase price, freight value and other charges incurred thereon upto the
reporting date.

Stock-in-trade is regularly reviewed by the management and obsolete items, if any, are brought down to
their NRV. NRV signifiesthe estimated selling price in the ordinary course of business less the estimated
costsof completion and the estimated costs necessary to makethe sale.

4.6 Saff retirement benefits
Defined benefit plan
The company has established a recognized provident fund for its permanent employees at head office.
Equal contributions are being madein respect thereof by company and employeesin accordance with the
termsof thefund.

Defined benefit plan

The Company's operating an unfunded Gratuity Scheme for its permanent factory staff. The Company's
obligation under the scheme is determined through actuarial valuation carried out at each year end under
the Projected Unit Credit Method, as required by International Accounting Standards (IAS 19).
Remeasurements which comprise actuarial gains and losses are recognized immediately in other
comprehensiveincome.

The Company determinestheinterest expense onthenet defined benefit liability for the period by applying
the discount rate used to measure the defined benefit obligation at the beginning of theannual periodtothe
then defined benefit liability, taking into account any changesin the net defined benefit liability during the
period as a result of contribution and benefit payments. Interest expense and current service cost are
recognizedin Statement of profit or loss.

4.7 Taxation
Current
Provision for current taxation isbased on current rates of tax after taking into account availabletax credits
andrebatesavailable, if any.

Deferred
Deferred tax isrecognised on all timing differences between the carrying amounts of assetsand liabilities
for financial reporting purposesand theamount used for taxation purposes.

A deferred tax asset isrecognised to theextent that it is probable that future taxable profitswill beavailable
against which temporary difference can be utilised. Deferred tax assets arereviewed at each reporting date
and arereduced totheextent that itisnolonger probabl ethat therel ated tax benefit will berealised.

4.8 Provision
A provisionisrecognisedinthe balance sheet whenthe Company hasalegal or constructiveobligationasa
result of past event, it is probable that an outflow of resources embodying economic benefits will be
required to settlethe obligation and areliabl e estimate can be made of theamount of obligation.
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4.9 Financial instruments

49.1 Initial measurement of financial asset
The Company classifiesitsfinancial assetsintofollowingthreecategories:

- Fairvauethrough other comprehensiveincome (FVOCI);
- Fairvauethroughprofitorloss(FVTPL); and
- Measured at amortised cost.

A financial asset isinitially measured at fair value plus, for an item not at FVTPL, transaction
coststhat aredirectly attributabletoitsacquisition.

Subsequent measurement

Debt Investmentsat FV OCI These assets are subsequently measured at fair value.
Interest/ mark-upincome cal culated using the effective
interest method, foreign exchange gains and losses and
impairment are recognised in the statement of profit or
loss account. Other net gains and losses are recognised
in other comprehensive income. On de-recognition,
gains and losses accumulated in other comprehensive
income arereclassified to the statement of profit or loss
account.

Equity Investmentsat FVOCI These assets are subsequently measured at fair value.
Dividends are recognised asincomein the statement of
profit or loss account unless the dividend clearly
represents a recovery of part of the cost of the
investment. Other net gains and losses are recognised
in other comprehensive income and are never
reclassified to the statement of profit or loss account.

Financial assetsat FV TPL These assets are subsequently measured at fair value.
Net gains and losses, including any interest / mark-up
or dividend income, are recognised in the statement of
profit or lossaccount.

Financial assetsmeasured at These assets are subsequently measured at amortised

amortised cost cost using the effective interest method. The amortised
costisreduced by impairment losses. Interest / mark-up
income, foreign exchange gains and losses and
impairment are recognised in the statement of profit or
lossaccount.

49.2 Non-derivativefinancial assets

All non-derivative financial assets are initially recognised on trade date i.e. date on which the
Company becomesparty to therespectivecontractua provisions. Non-derivativefinancial assets
compriseloansand receivablesthat arefinancial assetswith fixed or determinabl e paymentsthat
are not quoted in active markets and includes trade debts, advances, other receivables and cash
and cash equivalent. The Company derecognisesthe financial assetswhen the contractual rights
to the cash flows from the asset expires or it transfers the rights to receive the contractual cash
flows in a transaction in which substantialy all of the risk and rewards of ownership of the
financial assets are transferred or it neither transfers nor retain substantially all of the risks and
rewardsof ownership and doesnot retain control over thetransferred asset.

4.9.21 Tradedebts, advancesand other receivables
These are classified at amortised cost and are initially recognised when they are
originated and measured at fair value of consideration receivable. These assets are
written off when there is no reasonable expectation of recovery. Actual credit loss
experienceover past yearsisused to basethecal cul ation of expected credit | oss.

4.9.2.2 Cashand cash equivalents
For the purpose of presentation in statement of cash flow, cash and cash equivalents
includes cash in hand, balanceswith banks and investments with maturities of lessthan
three months or less from acquisition date that are subject to insignificant risk of
changes in fair value and short term borrowings availed by the Company, which are
repayableon demand and formanintegral part of the Company’scash management.
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4.9.3 Financial liabilities

Financial liabilities are initially recognised on trade date i.e. date on which the Company
becomes party to the respective contractual provisions. Financia liabilities include mark-up
bearing borrowings and trade and other payables. The Company derecognises the financial
liahilitieswhen contractual obligations are discharged or cancelled or expire. Financial liability
other than at fair value through profit or lossareinitially measured at fair valuelessany directly
attributable transaction cost. Subsequent to initial recognition, these liabilities are measured at
amortised cost using effectiveinterest rate method.

49.3.1 Mark-upbearingborrowingsand borrowingcosts
Mark-up bearing borrowings are recognised initially at fair value, less attributable
transaction costs. Subsequent to initial recognition, mark-up bearing borrowings are
stated at amortised cost, while the difference between the cost (reduced for periodic
payments) and redemption valueisrecognised in the statement of profit or lossaccount
over theperiod of theborrowingsusing the effectiveinterest method.

Borrowing costs that are directly attributable to the acquisition, construction or
production of a qualifying asset are capitalised as part of the cost of the relevant
asset.

4.9.3.2 Tradeand other payables
Trade and other payablesarerecognised initially at fair value plusdirectly attributable
costs, if any, and subsequently measured at amortised costs.

49.4  Derivativefinancial instruments- other than hedging
Derivativesthat do not qualify for hedge accounting are recognised in the statement of financial
position at estimated fair value with corresponding effect to statement of profit or |0ss account.
Derivative financial instruments are carried as assets when fair value is positive and liabilities
whenfair valueisnegative.

495 Derivativefinancial instruments- cash flow hedges
When a derivative is designated as a cash flow hedging instrument, the effective portion of
changes in fair value of the derivative is recognised in other comprehensive income and
accumulated in hedging reserve. Any ineffective portion of changesin fair value of derivativeis
recognised immediately in the statement of profit or loss account. The amount accumulated in
equity is removed therefrom and included in the initial carrying amount of non-financial asset
uponrecognition of non-financial asset.

4.9.6 Offsettingof financial assetsand financial liabilities
Financial assetsand financia liabilities are offset and the net amount isreported in the financial
statements only when the Company has currently legally enforceable right to set-off the
recognised amountsand the Company intendseither to settleon anet basisor to realisethe assets
and to settle the liabilities simultaneously. Thelegally enforceable right must not be contingent
onfutureeventsand must beenforceablein normal courseof businessand intheevent of defaullt,
insolvency or winding up of the Company or the counter parties.

4.10 Impair ment

4.10.1 Financial assets
The Company recognises loss allowances for Expected Credit Losses (ECLS) in respect of
financial assetsmeasured at amortised cost.

The Company measures loss allowances at an amount equal to lifetime ECLs, except for the
following, which aremeasured at 12-month ECL s

- Debt securitiesthat are determined to havelow credit risk at the reporting date; and

- Other debt securitiesand bank balancefor which credit risk (i.e. therisk of default occurring
over the expected life of the financial instrument) has not increased significantly since
initial recognition.
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Loss alowances for trade receivables are always measured at an amount equa to lifetime
ECLs.

When determining whether the credit risk of afinancial asset has increased significantly since
initial recognition and when estimating ECLs, the Company considers reasonable and
supportableinformation that isrelevant and available without undue cost or effort. Thisincludes
both quantitative and qualitative information and analysis, based on the Company’s historical
experienceand informed credit assessment and i ncluding forward-looking information.

The Company assumesthat the credit risk on afinancial asset hasincreased significantly if itis
morethan past duefor areasonable period of time. Lifetime ECLsarethe ECL sthat result from
all possible default events over the expected life of afinancial instrument. 12-month ECLs are
the portion of ECL s that result from default events that are possible within the 12 months after
the reporting date (or a shorter period if the expected life of the instrument is less than 12
months). The maximum period considered when estimating ECL sis the maximum contractual
period over whichthe Company isexposed to credit risk.

Loss allowances for financial assets measured at amortised cost are deducted from the Gross
carrying amount of the assets.

The gross carrying amount of a financial asset is written off when the Company has no
reasonabl e expectations of recovering of afinancial asset initsentirety or aportion thereof. The
Company individually makes an assessment with respect to the timing and amount of write-off
based on whether there is a reasonable expectation of recovery. The Company expects no
significant recovery from the amount written off. However, financial assets that are written off
could still be subject to enforcement activities in order to comply with the Company’s
procedures for recovery of amounts due. The adoption of the expected loss approach has not
resultedinany material changeinimpairment provisionfor any financial asset.

4.10.2 Non-financial assets

The carrying amounts of the Company’s non-financial assets, other than deferred tax assetsand
inventoriesarereviewed at each balance sheet date to determine whether thereisany indication
of impairment. If such indication exists, the asset’ srecoverable amount, being higher of valuein
use and fair value less coststo sell, is estimated. In assessing value in use, the estimated future
cash flowsare discounted to their present value using apre-tax discount rate that reflects current
market assessments of thetimevalue of money and therisks specificto theasset. For the purpose
of impairment testing, assets that cannot be tested individually are grouped together into the
smallest group of assets that generates cash inflows from continuing use that are largely
independent of the cash inflows of other assets or groups of assets. An impairment loss is
recognised whenever the carrying amount of an asset exceeds its recoverable amount.
Impairment | osses arerecognised in the statement of profit or loss.

4.11Foreign currency translation
Transactions in foreign currencies are trandated in PKR (functional and presentation currency) at the
exchange rate prevailing on the date of transaction. Monetary assets and liabilitiesin foreign currencies
aretrandated into PKR at the rates of exchange approximating those prevalent at the date of statement of
financia position. Foreign exchange gains and losses resulting from the settlement of such transactions
and from the trandations of monetary assets and liabilities denominated in foreign currencies are
recognizedintheprofitorloss.

4.12Transactionswith related parties
All dealingswith associated companiesare carried out at arm'slength using the Comparable Uncontrolled
Price method except interest freeloan given by the Sponsorsof the Company

4.13Revenuerecognition
Saleof goods
Revenue from contracts with customersis recognised when the control of the goodsis transferred to the
customer at an amount that reflects the consideration to which the Company expects to be entitled in
exchange for those goods according to the negotiated contractual terms. The Company has generally
concluded that it actsasaprincipal in itsrevenue arrangements because it typically controlsthe goods or
serviceshbeforetransferring themto the customer.
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The Revenue from Contract basis on performance of Services is recognised upon passing of title of
goods manufactured under contract basismanufactured goods, whichisgenerally coincideswith physical
delivery.

Return on bank deposits/ saving accountsisrecognised onaccrual basis.
Otherincome, if any, isrecognised on accrual basis.

4.14Borrowing costs
Borrowing costs directly attributable to the acquisition, construction or production of an asset that
necessarily takesasubstantial period of timeto get ready for itsintended use or sale are capitalised as part
of the cost of the respective assets. All other borrowing costs are expensed in the period they occur.
Borrowing costs consist of interest and other coststhat an entity incursin connection with the borrowing
of funds.

4.15Dividendsand appropriationtoreserve
Dividend and appropriation to reserve are recognised in the unconsolidated financial statementsin the
periodinwhichtheseareapproved.

4.16Earningsper share
The Company presents basic and diluted earnings per share (EPS) datafor itsordinary shares. Basic EPS
is calculated by dividing the profit or loss attributable to ordinary shareholders of the Company by the
weighted average number of ordinary shares outstanding during the period. Diluted EPSisdetermined by
adjusting the profit or loss attributable to ordinary shareholders and the weighted average number of
ordinary sharesoutstanding for theeffectsof all dilutive potential ordinary shares.

4.17Contingent Liability
A contingent liability is disclosed when the Company has a possible obligation as aresult of past events,
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain
future events not wholly within the control of the Company; or the Company has a present legal or
constructive obligation that arises from past events, but it is not probable that an outflow of resources
embodying economic benefits will be required to settle the obligation, or the amount of the obligation
cannot bemeasured with sufficient reliability.

4.180per ating segments
For management purposes, the activities of the Company are organised into one reportable operating
segment. The Company operates in the said reportable operating segment based on the nature of the
products, risks and returns, organisational and management structure, and internal financial reporting
systems. Accordingly, the figures reported in these unconsolidated financia statements arerelated to the
Company’sonly reportable segment.

2023 2022

5 AUTHORIZED SHARE CAPITAL Rupees
100,000,000 (2022: 100,000,000 ) Ordinary shares of Rs.10/- each 1,000,000,000  1,000,000,000

6 |ISSUED, SUBSCRIBED AND PAID UP-CAPITAL
97,750,726 (2022: 97,750,726) Ordinary shares of Rs.10/- each fully paid in cash 977,507,260 977,507,260

6.1 Thepattern of shareholding, asrequired under the Code of Corporate Governanceissued by the Securities
and Exchange Commission of Pakistan, isattached at theend of thisreport.

6.2 Dewan Motors (Private) Limited, an associated company held 37,750,726 ordinary shares of Rs.10
each.

6.3 All ordinary sharesrank equally with regard to the Company’s residual assets. Holders of the shares are
entitled to dividendsfrom timeto time and are entitled to one vote per share at the general meetings of the
Company.

6.4 Asof thereporting date 37,750,726 (2022: 37,750,726) & 3,000 (2022: 5,125,727) ordinary sharesof Rs.
10 eachwereheld by associated companiesand directorsof the Company respectively.
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2023 2022
7 REVALUATION SURPLUSON PROPERTY PLANT AND EQUIPMENT VOt€S Rupees
Opening Balance 2294365071  2,370,386,530
Transferred to accumulated l0ss in respect
of incremental depreciation for the year (68,500,716) (76,021,459)

2,225,864,355 2,294,365,071

The assets of the Company have been revalued as on June 30, 2021. The revaluation is carried out by an
independent valuer, M/s Anderson Consulting (Private) Limited on the basis of professional assessment of
present market values or depreciated replacement values and resulted in asurplus on Reval uation of Property
Plant and Equipment over thewritten downvalueasfollows:

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

Building

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

Plant and M achinery

Plant and machinery valuation has been determined after making enquiries from agents, local deders,
fabricators, suppliersand manufacturersof comparabl e plants. Current pricesof used and reconditioned plants
in the local markets have also been considered. Based on above, market values have been determined and
depreciation hasbeen applied asper their condition, usage, and maintenance.

The revaluation surplus on property, plant and equipment is a capital reserve, and is not available for
distribution to the sharehol dersin accordance with section 241 of the CompaniesAct, 2017.

The latest revaluation has resulted in increase in surplus by Rs.1,536.837 million, and forced sale value of
revalued assetsisRs.2,365.970 million.
8 LONGTERM LOANS

Syndicated long term loans - Secured 8.1 - -
Restructured long term loan - Secured 8.2 13,515,625 16,406,250

13,515,625 16,406,250

8.1  SYNDICATED LONG TERM LOANS- SECURED
Syndicated Long Term Loan - Secured 8.1.1& 8.1.2 398,066,977 398,066,977
Less. Paid during the year - -

398,066,977 398,066,977
Less: Transferred to overdue portion 13 398,066,977 398,066,977

8.1.1 TheCompromiseAgreement dated December 23, 2011 had been executed between thebanksand the
company against which consent decrees had been granted by the Honorable High Court of Sindh,
Karachi. As per the terms, Company's short term and long term loans had been rescheduled in the
form of long term loans of Rs.875.13 million which wasto be repaid in six and half years from the
date of restructuring with progressive mark up ranging from 6% to 14% over the period on
outstanding principal. Thisloan is secured by way of mortgage charge over immovable properties
and hypothecation of movable assets of the company. Moreover banks/financial institution also
approved further working capital limit to the Company amounting to Rs. 192.10 million by providing
syndicated cash finance against pledge of stocksin proportion to their loan amounts which has been
expired on December 31, 2015 and not been renewed. In case of default by the company the entire
outstanding mark up as disclosed in the agreement will remain outstanding liability of the company
and all amountsin respect of itsliabilitiesshall become payablewithimmediate effect asdisclosedin
clause 10.2 of the CompromiseAgreement of the company.

8.1.2  The company approached its lenders for further restructuring of its liabilities, which isin process.
Management ishopeful that suchrevisionwill befinalized soon.

36 1 ANNUAL REPORT 2023 | —




s ANNUAL REPORT 2023 || 37

DEWAN FAROOQUE SPINNING MILLS LIMITED
2023 2022
Notes Rupees
8.2 RESTRUCTURED LONG TERM LOAN - SECURED
Restructured long term loan - Secured 821 17,812,500 18,750,000
Less: Paid during the year (1,171,875) (937,500)
16,640,625 17,812,500
Less: Transferred to current maturity 13 (3,125,000) (1,406,250)
13,515,625 16,406,250
821  Suit#210filed by M/sPak LibyaHolding was decreed on 23/12/19 by the Banking Court No. IV at
Karachi and thereafter M/s Pak Libya Holding preferred an execution application No. 28/2020 at
Banking Court No. 1V at Karachi and later the same was transferred to Banking Court Lahore.
Subsequently both the partiesarrived at settlement outside the court vide settlement agreement dated
March 21, 2022 for repayment of loanin 20 quarterly installmentsstarting from March 31, 2022.
9 DEFERRED TAXATION
Credit balance arising due to:
- accelerated tax depreciation 79,394,631 86,235,061
- revaluation - Net of related depreciation 258,129,754 286,108,919
Debit balance arising due to
- finance lease transactions 1,252,494 2,344,794
- staff gratuity (7,198,370) (6,105,687)
- carried over losses (372,006,039) (320,178,766)
(40,427,530) 48,404,321
Deferred tax asset not recognized 298,557,284 237,704,598
258,129,754 286,108,919
9.1 Movement of deferred tax liabilities
Balance as at beginning of the year 286,108,919 317,159,938
Tax charge recognized in statement of profit or loss (27,979,165) (31,051,019)
Tax charge recognized in other comprehensive income - -
Balance as at end of the year 258,129,754 286,108,919
10 DEFERRED LIABILITY FOR STAFF GRATUITY
Opening balance 21,054,094 16,324,662
Provision for the year 101 11,482,931 8,499,911
Payments during the year (5,646,384) (3,921,985)
Actuaria gain/ (loss) (2,068,674) 151,506
10.2 24,821,967 21,054,094
10.1  Provision for theyear
Current service cost 9,475,836 7,317,339
Interest cost on defined benefit obligation 2,007,095 1,182,572
11,482,931 8,499,911
10.2  Balance sheet liability
Present value of defined benefit obligation 24,821,967 21,054,094
10.3  Changesin Present Value of Defined Benefit Obligations
Present value of defined benefit obligation 21,054,094 16,324,662
Current service cost 11,482,931 8,499,911
Benefits paid during the year (5,646,384) (3,921,985)
Remeasurements chargeable in other comprehensive income (2,068,674) 151,506
24,821,967 21,054,094
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Notes 2023 R 2022
104  Significant Actuarial Assumptions Hpees
Discount rate used for interest cost in P& L charge 13.25% 10.00%
Discount rate used for year end obligation 16.25% 13.25%
Salary increase used for year end obligation N/A N/A
Next salary increased at July 01, 2023 July 01, 2022
Mortality Rates SLIC2001-2005  SLIC2001- 2005
Setback 1 Year Setback 1 Year
Withdrawal Rates Age based Age based
Retirement Assumption Age 60 Years 60 Years
10.5  Year End Sensitivity Analysis on Defined Benefit Obligation
Discount Rate + 100 bps 20,443,824 17,031,229
Discount Rate - 100 bps 22,971,936 19,290,064
Salary Increase + 100 bps 23,032,929 19,345,025
Salary Increase - 100 bps 20,367,391 16,962,268
11 TRADE AND OTHER PAYABLES
Creditors 89,500,057 60,970,055
Accrued expenses 53,220,941 54,383,127
Employees provident fund 1.1 157,506 170,376
Sales tax payable - 2,368,311
142,878,504 117,891,869

ni1 Investments of provident fund have been made in accordance with the provisions of Section 218 of
the CompaniesAct, 2017 andtherulesformulated for thispurpose.

12 SHORT TERM BORROWING
Short term finances from banks 121 & 122 75,000,000 75,000,000
Sponsors loan 12.3 337,864,355 337,864,355

412,864,355 412,864,355

121 The running finance of Rs 30 million obtained from Bank .The facility is secured by way
hypothecation charge on the current assets of the company. The markup rate for this facility is 03
Month, KIBOR plus2%.

12.2 The short term finance of Rs 150 million obtained from Bank. The facility is secured by way
hypothecation charge & mortgages against assets of the company. The markup ratefor thisfacility is
03Month, KIBOR plus3%.

123 SPONSORSLOAN
Opening Balance 1231 337,864,355 337,864,355

337,864,355 337,864,355

12.3.1 Thisrepresentsunsecured interest freeloan for the purpose of working capital requirementsand
is payable on demand. The interest free and unsecured loan has been provided by sponsor
consideringfinancia crunch being faced by thecompany.

13 OVERDUE PORTION OF LONG TERM LIABILITIES

Liabilities against assets subject to finance lease 131 29,580,000 29,580,000
Redeemable capital - PPTFCs 13.2 17,500,000 17,500,000
Over due portion of syndicated long term loans 81 398,066,977 398,066,977
Current portion of restructured long term loan 8.2 3,125,000 1,406,250

448,271,977 446,553,227
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13.1  Theaboverepresentsfinance leasesfor Plant and Machinery of the Company shown under Right of
use of Assets (previously Leased Assets), the Company defaulted in repayment of Lease Liability
therefore, the Bank filled ligation to recover the remaining amount as disclosed in note 15.2 to the
financia Statements

13.2  Thisrepresents remaining amount payable in respect of 14,000 PPTFCs which were not converted
intolong term loan. Total number of PPTFCswere 130,000 out of which 116,000 were converted into
long term loan in accordance with the consent decrees passed by Honorable High Court of Sindh as
detailedinnotes8.1.1 & 8.2.1. After obtaining decree one of the Bank restructured its PPTFC Loan as
disclosedin note8.2tothefinancial statements.

2023 2022
14 PROVISION FOR TAXATION Notes Rupees
Balance at the beginning of the year 8,677,877 10,572,616
Provision made during the year 6,104,296 8,677,877
14,782,173 19,250,493
Payment / Adjusted during the year (8,677,877) (10,572,616)
6,104,296 8,677,877

Incometax returns of the company have beenfiled up to tax year 2022 which are deemed to be assessed u/s 120
of thelncome Tax Ordinance 2001.

14.1  Reationship between income tax expense and accounting profit

Accounting (loss) as per profit and loss account (308,475,761) (216,900,330)
Applicable tax rate 29% 29%
Tax on accounting (loss) (89,457,971) (62,901,096)
Tax effect of timing difference on depreciation 35,194,307 35,169,680
Tax effect of expenses/ provisionsthat are not deductiblein

determining taxable loss charged to profit and loss account 1,692,599 4,909,099
Effect of Loss carried / (brought) forward 52,571,065 22,822,317
Minimum tax payable under Income Tax Ordinance, 2001 6,104,296 8,677,877

15 CONTINGENCIESAND COMMITMENTS

15.1  Inrespect of liabilities towards banks / financia institutions disclosed in note 8 to the financia
statements, during the year ended 2012, certain lenders have entered into a compromise agreement
with the Company for outstanding debt sought by lendersin the suitsfiled by them and it was agreed
that the Company would settleall theliabilitiesat principleamount of Rs.555.411 millionand markup
thereon of Rs.210.713 million (eligible for waiver if the Company repays the entire outstanding
principal as per term of agreement), conseguent to which consent decrees were granted by the
Honorable High Court of Sindh, Karachi. Consequent to default in repayment of restructured
liabilities as per compromise agreement, the lenders filed for execution of consent decrees. The
Company filed suits in Honorable High Court of Sindh at Karachi wherein it has been strongly
contested that filing of executionsisunjust and against thelaw. Management of the Company expects
favorableoutcometherefrom.

152 Company hasbeen facing litigation with oneof itslenderswho had filed suit for recovery of Rs. 37.40
million which is pending in Honorable High Court of Sindh, Karachi. The Company strongly
contested the case asbank hasfiled wrong claim. The management of the Company expectsfavorable
outcome.

153  The Government promulgated Gas Infrastructure Development Cess (GIDC) Ordinance, 2014 to
circumvent the earlier decision of Honorable Supreme Court wherein GIDCA ct of 2011 wasdeclared
unconstitutional and ultra vires. The Government enacted GIDC Act, 2015 which has also been
challenged by the Company through writ petition before the Honorable Lahore High Court, which
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granted the stay against collection of GIDC arrears. Later on in Jul-2020 The Supreme Court of
Pakistan has decided the casein favor of SNGPL with directionsto recover the arrears under GIDC
Act 2015 from the consumers in 24 equal installments from the applicability of GIDC Act 2015
onwards. Further Company has also filed writ petition before the Honorable Lahore High Court for
suspension of the billsissued for collection of GIDC Arrears by applying the Captive Power GIDC
Rate or without excluding the GIDC amount not collected asrequired under GIDC Act 2015, stay for
the same hasbeen granted by L ahore High Court. In accordancewith the stay order granted provision
amounting to Rs.12.308 million has been made in financial statements June 30, 2020 against
subjected liability.

154  The company aongwith other textile mills has filed writ petition in Honorable Lahore High Court
against Sui Northern Gas Pipelines Limited (SNGPL) and others against purported gas charges. The
Honorable court has granted stay against said gas charges and company expects favorable outcome
hence no provision hasbeen madein thesefinancial statements.

155 There are no commitments as of balance sheet date which need to be disclosed in the financial

statements.
2023 2022
16 PROPERTY, PLANT AND EQUIPMENT Notes Rupees
Operating fixed assets 16.1 3,050,959,357 3,196,911,765

3,050,959,357 3,196,911,765

16.1 Operating Fixed Assets
Thefollowing is a statement of operating fixed assets:

2023
Owned Right of Asstsuse| |ntangibleAssets
. . . Plant and
Freehold Factory Non Factory Plant & Electric  Furniture& Vehicles Computer Office Machinery Software Total
Land Building Building Machinery ~ Ingtallation  Fixtures Equipment  Equipment (Leased) Development

Cost / Revalued Amount
CostAsat 01 July 2022 1,682,000000 372,853584 168,850,967 2,738,828,089 65,076,005 8795459 31,025567 6,247,906 1,211,944 200,449,275 3,000,000 5,278,338,796

Addition/ Transfer from CWIP 1,201,700 95,000 1,296,700
Transfers/ Deletion - - -
Surplus on Revaluation - - - - - - - - - - - -
Asat June 30, 2023 1,682,000,000 372,853,584 168,850,967 2,740,029,789 65,076,005 8,795459 31,120,567 6,247,906 1,211,944 200,449,275 3,000,000 5,279,635,496
Accumulated Depreciation
Asat 01 July 2022 - 204,121,593 64,086,744 1547,396,650 59,729,657 7,221,320 26414290 5804159 868,838 162,783,780 3,000,000 2,081,427,031
Charge for the year - 16873199 5238211 119,311,009 801,952 157,414 933338 133124 34311 3,766,550 - 147,249,108
Adjustments - - - - - - - - - -
Asat June 30, 2023 - 220,994,792 69,324,955 1,666,707,659 60,531,609 7,378,734 27,347,628 5937,283 903,149 166,550,330 3,000,000  2,228,676,139
Net book value
Asat June 30, 2023 1,682,000000 151,858,792 99,526,012 1,073322,130 4544396 1416725 3772939 310,623 308,795 33,898,945 - 3,050,959,357
Depreciation rate % per annum - 10 5 10 15 10 20 30 10 10 25
2022
Owned Right of Assetsuse| IntangibleAssets
) ; ) Plant and
Freehold Factory Non Factory Plant & Electric  Furniture& Vehides Computer Office Machinery Software Total
Land Building Building Machinery ~ Installation  Fixtures Equipment  Equipment (Leased) Development

Cost / Revalued Amount

Cost Asat 01 July 2021 1,682,000,000 372,853,584 168,850,967 2,697,702,439 65,076,005 8,795459 31,025,567 6,112906 1,192,944 200,449,275 3,000,000  5,237,059,146

Addition/ Transfer from CWIP 41,125,650 135,000 19,000 41,279,650
Transfers/ Deletion R R R
Surplus on Revaluation - - - - - - - - - - - -
Asat June 30, 2022 1,682,000,000 372,853,584 168,850,967 2,738,828,089 65,076,005 8795459 31,025,567 6,247,906 1,211,944 200,449,275 3,000,000 5,278,338,796
Accumulated Depreciation

Asat 01 July 2021 - 185373594 58572,837 1417,648440 58,786,184 7,046416 25261471 5623624 832,826 158598,725 3,000,000 1,920,744,117
Charge for the year - 18747999 5513907 129,748,210 943473 174,904 1152819 180535 36,012 4,185,055 - 160,682,914
Adjustments - - - - - - - - - -
Asat June 30, 2022 - 204,121593 64,086,744 1,547,396,650 59,729,657 7,221,320 26,414,290 5,804,159 868,838 162,783,780 3,000,000 2,081,427,031
Net book value

Asat June 30, 2022 1,682,000,000 168,731,991 104,764,223 1191431439  5346,348 1574139 4,611,277 443747 343106 37665495 - 3,196,911,765
Depreciation rate % per annum - 10 5 10 15 10 20 30 10 10 25
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would havebeen asfollows:

Free hold land

Factory building on free hold land
Non factory building

Plant and machinery

16.3  Allocation of Depreciation

Cost of goods manufactured
Administrative expenses

Punjab, areaof landis70Acres.

17 LONGTERM DEPOSITS
Sui Northern Gas Pipelines
Lahore Electric Supply Corporation

18 STORES& SPARES
Packing material
Stores & spares

19 TRADE DEBTORS- UNSECURED
Trade debts - local - considered good
- considered doubtful

Provision for doubtful debts

19.1  Provision for doubtful debts
Opening balance
Provision during the year
Doubtful debts recovered during the year

19.2 Theaging of debtorsat thereporting date:

Up to one month
1to 6 months
More than 6 months
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16.2 Had there been no revaluation the related figures of 1and, building and plant & machinery at June 30

Depreciation / amortization for the year has been allocated as follows

Notes 2023 2022
Rupees

88,108,490 88,108,490
84,607,038 94,007,820
58,137,037 61,196,881
291,860,260 323,140,472
522,712,825 566,453,663
145,925,667 159,238,733
1,323,441 1,444,181
147,249,108 160,682,914

164  Thecompany'sfreeholdlandislocatedin 54-Km, Multan Road, Phool Nagar By PassDistrict Kasur,

35,496,745 35,496,745
2,730,000 2,730,000
38,226,745 38,226,745
3,366,198 3,597,704
24,789,327 21,752,937
28,155,525 25,350,641
43,384,112 69,983,502
101,240,486 136,401,290
144,624,598 206,384,792
19.1 (101,240,486)  (136,401,290)
43,384,112 69,983,502
136,401,290 124,051,290
- 12,350,000

(35,160,804)
101,240,486 136,401,290
40,695,308 57,852,515
2,688,805 12,130,987
43,384,112 69,083,502
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Notes
20 LOANSAND ADVANCES - UNSECURED, CONSIDERED GOOD
Advances to suppliers of goods & services
Advances to employees 20.1

Others
Provision for doubtful advances

company.
21 TRADE DEPOSITSAND OTHER RECEIVABLES - CONSIDERED GOOD

Trade deposits
Salestax receivable

22 CASH AND BANK BALANCES
Inhand - Cash
At banks - Current accounts
At banks - Saving account

23 SALES/REVENUE - NET

Local sales
Spinning charges

Sales Tax

24 COST OF SALES/REVENUE
Opening stock of finished goods
Cost of goods manufactured 24.1

Less. closing stock of finished goods

241  Cost of goods manufactured
Raw material consumed / sold
Stores and spares consumed
Packing material consumed
Salaries, wages & other benefits
Insurance
Repair & maintenance
Fuel & power
Vehicle running & maintenance
Communication
Rent, rates & taxes
Entertainment
Travelling & conveyance
Other manufacturing expenses
Depreciation 16.3

2411

Work-in-process - Opening
Work-in-process - Closing
Cost of Goods Manufactured

2023 2022
Rupees
14,799,156 21,799,156
10,431,658 10,932,821
192,655 1,633,917
(14,650,380) (14,650,380)
10,773,089 19,715,514

20.1  Advanceto employeesincludes Rs. 3.754 million (2022: Rs. 4.454) due from the executive of the

325,846 2,677,287
7,016,257 38,027,358
7,342,103 40,704,645

431,848 874,058

915,591 7,912,365
1,451,875 1,451,868
2,799,314 10,238,291

= 470,501
572,257,420 811,778,813
572,257,420 812,249,314

(83,913,730) (118,019,131)
488,343,690 694,230,183

= 361,003
716,320,054 810,972,165
716,320,054 811,333,168
716,320,054 811,333,168

39,524,730 41,064,042
21,097,813 26,112,519
170,693,370 209,570,397
3,561,644 2,644,260
1,708,238 8,812,126
325,880,642 356,622,350
2,780,899 2,893,415

881,749 843,506
1,130,580 765,268

845,821 844,379

290,906 524,039
1,997,995 1,037,131

145,925,667 159,238,733
716,320,054 810,972,165
716,320,054 810,972,165
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24.1.1 Sdaries and benefits include Rs. 11.483 million (2022: Rs. 8.500 million) in respect of post
employment benefits.

2023 2022
Notes Rupees
25 ADMINISTRATIVE EXPENSES

Salaries and benefits 25.1 20,499,002 18,568,038
Travelling & conveyance 158,268 181,553
Printing & stationary 749,422 607,023
Lega & professiona 281,000 105,000
Auditor's remuneration 25.2 700,000 700,000
Vehicle running expenses 1,427,218 1,732,755
Communication 147,978 427,119
Fees & subscription 1,933,347 2,659,381
Rent, rates & taxes 674,758 528,252
Donations 25.3 316,472 -
Depreciation / Amortization 16.3 1,323,441 1,444,181
Provision for doubtful debts - 12,350,000
Miscellaneous expenses 2,213,778 1,643,299
Other expenses 3,225,194 4,110,796

33,649,878 45,057,397

25.1  Sdariesand benefitsinclude Rs.0.484 million (2022: Rs.0.477 million) in respect of post employment benefits.

252  Audit Fee 550,000 550,000
Half yearly review 75,000 75,000

Code of Corporate Governance 50,000 50,000

Out of pocket 25,000 25,000
700,000 700,000

253 (i) None of the directors had any interest in the donee's fund.
(i) Donation Rs. 0.316 million (2022: Rs.Nil)

26 SELLINGAND DISTRIBUTION EXPENSES

Salaries and benefits 26.1 8,201,765 6,806,871
Travelling & conveyance 974,660 265,899
Vehicle running expenses 1,619,433 895,542
Communication 189,984 187,653

10,985,842 8,155,965

26.1  Sdariesand benefitsinclude Rs.0.494 million (2022: Rs.0.428 million) in respect of post employment benefits.
27 FINANCE COST

Markup on:

Syndicate long term loans 55,709,377 37,406,845
Short term loan 15,119,531 8,997,844
Bank & other charges 195,573 179,294

71,024,481 46,583,983

27.1  TheCompany hasnot madethe provision of markup for theyear amountingto Rs. 49.715million (up
to June 30, 2023: Rs.134.373 million) in respect of borrowings of certain banks who have not yet
accepted the restructuring proposal. The management of the Company is quite hopeful that these
bankswill also accept restructuring proposal in near future. Had the provision been madethelossfor
the year would have been higher by Rs.49.715 million and accrued markup would have been higher
and shareholders' equity would have beenlower by Rs.134.373million.
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2023 2022
28 (LOSS) PER SHARE - Basic and diluted Rupees
(Loss) after taxation (286,600,892) (192,990,996)
Weighted average number of ordinary shares 97,750,726 97,750,726
(Loss) per share - Basic and diluted (2.93) (2.97)

No figurefor diluted earning per share has been presented as the company has not yet issued any instruments
whichwould have animpact on basic earning per sharewhen exercised.

29 CASH AND CASH EQUIVALENTS

Cash and Bank balances 2,799,314 10,238,291
2,799,314 10,238,291
30 REMUNERATIONOFDIRECTOR & EXECUTIVES
2023 2022
CHIEF CHIEF
EXECUTIVE DIRECTOR EXECUTIVES EXECUTIVE DIRECTOR EXECUTIVES
Manageria remuneration - 13,570,929 - - 7,846,373
Staff retirement gratuity 1,215,450 - - 375,000
Provident fund 773,127 - - 537,513
House rent allowance 3,131,753 - - 1,810,701
Utilities allowance 1,207,134 - - 1,207,134
Conveyance 264,912 - - 14,052
Others 715,048 - - 280,570
20,878,353 - - 12,071,343
Number of persons - - 7 - - 4

Executives are also provided with Company manitained car.

31 TRANSACTIONSWITHRELATEDPARTIES

Related parties include associated group companies, directors, executives and key management personnel.
The remuneration paid to executives has been mentioned in Note 30. During the year aggregate transactions
undertaken by the company with the related parties contribution of provident fund amounting to Rs.1.956

million (2022: Rs. 1.811 million).

32 PLANT CAPACITY AND PRODUCTION

Installed capacity after conversion into 20's (Kgs) 11,130,330 11,130,330
Actual production after conversion into 20's (Kgs) 7,470,925 10,624,846
Total number of spindlesinstalled 28,800 28,800
Average number of spindles worked 18,709 27,492
Number of shifts worked per day 3 3
Total daysworked 237 348
The production of the Company represents manufacturing of yarn on contract basis.
33 NUMBEROFEMPLOYEES

Total number of employeesasat end of theyear 61 349
Averagenumber of employeesduring theyear 281 385
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34 FINANCIAL INSTRUMENTSAND RELATED DISCLOSORES

34.1 Financial risk management
Overview
The Company has exposures to the following risks from its use of financial instruments:
- Credit risk
- Liquidity risk
- Market risk
The Board of Directors has overall responsibility for the establishment and oversight of Company’s
risk management framework. The Board is aso responsible for developing and monitoring the
Company’s risk management policies.

342  Creditrisk 2023 2022
The maximum exposure to credit risk a the reporting date is: Rupees
Trade debts - considered good 43,384,112 69,983,502
Loans and advances - unsecured - considered good 10,624,313 12,566,738
Trade deposits & other receivable - considered good. 325,846 2,677,287
Cash and bank balances 2,799,314 10,238,291

57,133,585 95,465,818

Based on past experience the management believes that no further impairment allowance is
necessary in respect of trade debts due to subsequent recoveries and for the rest of the receivables
management believes that the same will be recovered / adjusted in short course of time. The credit
quality of the company's receivable can be measured with their past performance of no default. The
dealing banks possessgood credit ratings.

34.3  Liquidity risk

Liquidity risk istherisk that the Company will not be ableto meet itsfinancial obligationsasthey fall
due. The Company’s approach to managing liquidity is to ensure as far as possible to always
have sufficient liquidity to meetitsliability when due.

The company is exposed to liquidity risk in respect of non current interest bearing liabilities, short
term borrowings, trade and other payable and mark-up accrued.

The following are the contractual maturities of the financial liabilities, including estimated interest
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payments:
2023
Carrying Contractual Six months Six totwelve Oneyear
amount cash flows or less months onward
Financial liabilities Rupees
Long term loan 448,271,977 804,722,616 788,316,366 3,125,000 13,281,250
Trade and other payables 142,878,504 142,878,504 142,878,504 - -
Short term borrowings 412,864,355 437,028,877 437,028,877 - ©
Mark-up payable 390,303,597 390,303,597 390,303,597 S =
1,394,318,433 1,774,933,594  1,758,527,344 3,125,000 13,281,250
2022
Carrying Contractual Six months Six totwelve One year
amount cash flows or less months onward
Financial liabilities Rupees
Long term loan 446,553,227 774,790,113 774,790,113 - -
Trade and other payables 117,891,869 117,891,869 117,891,869 - -
Short term borrowings 412,864,355 427,837,627 427,837,627 - -
Mark-up payable 319,474,688 319,474,688 319,474,688 - -
1,296,784,139 1,639,994,297 1,639,994,297 - -
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The contractual cash flows relating to the above financial liabilities have been determined on the
basis of markup rates effective as at June 30, 2023. The rates of markup have been disclosed in
relevant notesto thefinancial statements.

344  Market risk
Market risk istherisk that the value of afinancial instrument will fluctuate resulting in asaresult of
changes in market prices or the market prices due to change in credit rating of the issuer or the
instrument, changein market sentiments, specul ative activities, supply and demand of securitiesand
liquidity inthemarket.

34.5 Currency risk
Foreign currency risk arises mainly due to conversion of foreign currency assets and liabilities into
local currency. The Company is not materially exposed to foreign currency risk on foreign currency
assets and liabilities.

34.6 Interest rate risk
Interest rate risk is the risk that the fair value or future cash flows of the financial instruments will
fluctuate because of changesin market interest rates, maority of theinterest rate exposurearisesfrom
short and long term borrowings from bank and term deposits and depositsin profit and loss sharing
accounts with banks. At the balance sheet date the interest rate profile of the company's interest-
bearingfinancial instrumentsare:

2023 2022
Carrying amounts

Fixed rate instruments - -
Variablerateinstruments 536,787,602 537,959,477
Financial liabilities 536,787,602 537,959,477

34.7 Risk management policies
Risk management is carried out by the management under policies approved by board of directors.
The board provides principles for overal risk management, as well as policies covering specific
areas like foreign exchange risk, interest rate risk and investing excessive liquidity.

34.8 Capital risk management
The Company’s objective when managing capital areto safeguard the Company’sability to continue
asagoing concernin order to providereturnsfor sharehol ders and benefitsfor other stakeholdersand
tomaintain an optimal capital structureto reducethe cost of capital. In order to maintain or adjust the
capital structure the Company may adjust the amount of dividends paid to shareholders, issue new
shares and take other measures commensuration to the circumstances.

Consistent with others in the industry, the company manages its capital risk by monitoring its debt
levels and liquid assets and keeping in view future investment requirements and expectation of the
shareholder. Debt is calculated as total borrowings (‘long term loan' and short term borrowings' as
shown in the balance sheet). Total capital comprises shareholders' equity as shown in the balance
sheet under 'share capital andreserves.
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2023 2022
Notes Rupees
Total borrowings 536,787,602 537,959,477
Less cash and bank balances 2,799,314 10,238,291
Net debt 533,988,288 527,721,186
Total equity 1,524,319,028 1,808,851,246
Total capital 2,058,307,316 2,336,572,432
Gearing ratio 0.26 0.23

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

As at the reporting date the fair value of al financial assets and liabilities are estimated to
approximatetheir carrying val ues.

35 DATEOFAUTHORIZATION
Thesefinancial statements have been authorized for i ssue on September 26, 2023 by the Board of Directors of
thecompany.

36 GENERAL

36.1 Comparative figures has been rearranged and re-classified wherever necessary for the purpose of
better presentation and comparison.

36.2 Figureshave been rounded off to the nearest rupees.

(Ed

Syed Magbool Ali Muhammad Irfan Ali Mehmood-ul-Hassan Asghar
Chief Executive Officer & Director Chief Financial Officer Chairman Board of Directors
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PATTERN OF SHAREHOLDING UNDER REGULATION
37(XX)(I) OF THE CODE OF CORPORATE GOVERNANCE

AS AT JUNE 30, 2023

Categories Number of Number of Shares | Percentage of

° Shareholders held Shareholding
Directors, CEO, their Spouses & Minor Children
Mr. Abdul Basit 1 500 0.00%
Mr. Aziz ul Haque 1 500 0.00%
Mr. Ghazanfar Baber Siddiqui 1 500 0.00%
Mr. Syed Magbool Ali 1 500 0.00%
Mrs. Nida Jamil 1 500 0.00%
Mr. Mehmood-ul-Hassan Asghar 1 500 0.00%
Mr. Muhammad Hanif German (Nominee Director of DMPL) - - 0.00%
Associated Companies
Dewan Motors (Pvt.) Limited 1 37,750,726 38.62%
[NIT and ICP [ -] -] 0.00%]|
[Executives [ -] -] 0.00%|
Banks, Development Financial Institutions, Non-Banking Finance 0.00%
Companies ]
[Insurance Companies [ -] -] 0.00%|
[Modarabas and Mutual Funds | - - 0.00%|
General Public
a. Local 2,196 59,538,473 60.91%
b. Foreign - - 0.00%
Others (Joint Stock Companies, Brokrage Houses, Employees 13 458527 0.47%
Funds & Trustees)
TOTAL 2,216 97,750,726 100.00%

SHAREHOLDERS HOLDING FIVE PERCENT OT MORE VOTING RIGHTS

Number of Number of Shares | Percentage of
NAME OF SHAREHOLDER
OFs$ ° Shareholders held Shareholding
Dewan Motors (Pvt.) Limited 1 37,750,726 38.62%
Dewan Zia-ur-Rehman Farooqui 2 8,622,727 8.82%
Dewan Muhammad Yousuf Farooqui 2 7,052,951 7.22%

DETAILS OF TRADING IN THE SHARES OF THE COMPANY BY DIRECTORS, CEO, CFO, COMPANY SECRETARY, THEIR SPOUSES AND
MINOR CHILDREN

During the year under review, none of the CEO, CFO, Directors, Company Secretary, their spouses and minor children
have traded in the shares of the Company.
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PATTERN OF SHAREHOLDING
ASON 30TH JUNE 2023

SI:lu‘:ethT;Z:s FromShqrehoIdlng Slab To Total Shares Held Percentage
85 1 100 1,387 0.00%
758 101 500 375,890 0.38%
291 501 1,000 289,696 0.30%
485 1,001 5,000 1,479,636 1.51%
188 5,001 10,000 1,599,005 1.64%
134 10,001 20,000 2,064,989 2.11%
75 20,001 30,000 1,919,836 1.96%
31 30,001 40,000 1,104,249 1.13%
38 40,001 50,000 1,780,500 1.82%
17 50,001 60,000 957,293 0.98%
14 60,001 70,000 939,500 0.96%
4 70,001 80,000 300,500 0.31%
10 80,001 90,000 843,210 0.86%
21 90,001 100,000 2,084,456 2.13%
17 100,001 150,000 2,138,500 2.19%
13 150,001 200,000 2,377,727 2.43%
9 200,001 250,000 2,030,989 2.08%
3 250,001 300,000 848,500 0.87%
2 300,001 400,000 800,000 0.82%
1 400,001 450,000 400,500 0.41%
3 450,001 500,000 1,499,000 1.53%
2 500,001 600,000 1,072,732 1.10%
3 600,001 700,000 1,841,500 1.88%
4 700,001 1,100,000 4,200,000 4.30%
1 1,100,001 2,000,000 1,602,000 1.64%
1 2,000,001 2,500,000 2,200,000 2.25%
1 2,500,001 3,500,000 3,500,000 3.58%
1 3,500,001 4,000,000 3,552,951 3.63%
2 4,000,001 4,100,000 8,145,454 8.33%
1 4,100,001 8,100,000 8,050,000 8.24%
1 8,100,001 38,000,000 37,750,726 38.62%
2216 TOTAL 97,750,726 100.00%
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www. jamapunji.pk

Key features:
Licensed Entities Verification

Scam meter*
Jamapunji games*
Tax credit calculator®
Company Verification

Eé¢m3dEd

Insurance & Investment Checklist

7.? FAQs Answered

Jama Puniji is an Investor
Education Initiative of
Securites and Exchange
Commission of Pakistan
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Be aware, Be alert,

Be safe

Learn about investing at
www.jamapunji.pk
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Stock trading simulator
(based on live feed from KSE)

Knowledge center
Risk profiler”
Financial calculator

Subscription to Alerts (event
notifications, corporate and
regulatory actions)

Jamapunji application for
mobile device

Online Quizzes

w
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*Mobile apps are also available for download for android and ios devicas




DEWAN FAROOQUE SPINNING MILLSLIMITED
20th ANNUAL GENERAL MEETING
PROXY FORM
IMPORTANT

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

I/We of

being a member

of Dewan Farooque Spinning MillsLimited and holder of

Ordinary shares as per Registered Folio No./CDC

Participant’s ID and Account No hereby appoint

of

whoisaso

member of Dewan Farooque Spinning Mills Limited vide Registered Folio No./CDC Participant’s ID

and Account No. my/our proxy to vote for me/our behalf at the 20th Annual Genera

Meeting of the Company to be held on Thursday, October 26, 2023, at 2:00 p.m. And any

adjournment thereof.

Signed this day of 2023.
Affix
Revenue
Stamp
Rs. 5/-
Signature
Witness: Witness:
Signature Signature
Name: Name:

Address; Address:
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