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Report on the Audit of the Financial Statements

Opinion

We have audited the annexed financial statements of  Din Textile Mills Limited (the Company), which comprise 
the statement of financial position as at June 30, 2024, the statement of profit or loss, the statement of 
comprehensive income, the statement of changes in equity, the statement of cash flows for the year then 
ended, and notes to the financial statements, including a summary of significant accounting policies and other 
explanatory information, and we state that we have obtained all the information and explanations which, to 
the best of our knowledge and belief, were necessary for the purposes of the audit.

In our opinion and to the best of our information and according to the explanations given to us, the statement 
of financial position, the statement of profit or loss, the statement of comprehensive income, the statement of 
changes in equity and the statement of cash flows together with the notes forming part thereof conform with 
the accounting and reporting standards as applicable in Pakistan and give the information required by the 
Companies Act, 2017 (XIX of 2017), in the manner so required and respectively give a true and fair view of the 
state of the Company's affairs as at June 30, 2024 and of the loss and other comprehensive loss, the changes in 
equity and its cash flows for the year then ended.

Basis for Opinion�

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicable in 
Pakistan. Our responsibilities under those standards are further described in the Auditor's Responsibilities for 
the Audit of the Financial Statements section of our report. We are independent of the Company in accordance 
with the International Ethics Standards Board for Accountants' Code of Ethics for Professional Accountants as 
adopted by the Institute of Chartered Accountants of Pakistan (the Code) and we have fulfilled our other ethical 
responsibilities in accordance with the Code. We believe that the audit evidence we have obtained is sufficient 
and appropriate to provide a basis for our opinion.

Key Audit Matter(s)

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of 
the financial statements of the current year. These matters were addressed in the context of our audit of the 
financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion 
on these matters.
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S. No. Key Audit Matter(s) How the matter was addressed in our audit 

01.

Tested the quantity of store, spare parts and 
loose tools at all locations, we assessed the 
corresponding inventory observation, 
instructions and participated in inventory 
counts on sites. Based on samples, we 
performed test counts and compared the 
quantities counted by us with the results of 
the counts of the management;

For a sample of inventory items, re-
performed the weighted average cost 
calculation and compared the weighted 
average cost appearing on valuation sheets.

We tested that the ageing report used by 
management correctly aged inventory items 
by agreeing a sample of aged inventory 
items to the last recorded invoice;

On a sample basis, we tested the net 
realizable value of inventory items to recent 
sel l ing prices and reperformed the 
calculation of the inventory written down, if 
any;

We also made enquiries of management, 
including those outside of the finance 
function, and considered the results of our 
testing above to determine whether any 
specific write downs were required.

Following are the Key audit matter(s):

Store, spare parts and loose tools

As disclosed in note 4.7 & 9 to the financial 
statements, the Company has significant level of 
store, spare parts and loose tools amounting to 
Rs. 1,245.03 million as at reporting date. 

There is a risk in estimating the eventual NRV of 
items held, as well as assessing which items may 
be slow moving or obsolete.

The significance of the balance in the store, 
spares parts and loose tools is being considered 
as a key audit matter.

Our audit procedures in relation to this matter 
included:

Stock-in-Trade

Refer to note 10 to the financial statements Obtained an understanding of internal 

Our procedures in relation to this matter 
included:

02.
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S. No. Key Audit Matters How the matter was addressed in our audit 

and the accounting policy in note 4.8 to the 
financial statements.

The Company has stock-in-trade aggregating Rs. 
9,492.28 million, forming significant part to 
company's assets. Comprising raw materials, 
finished goods and work in process.

We identified valuation of stock in trade as key 
audit matter because stock-in trade constitutes 
50.33% of the total current assets of the 
Company as at June 30, 2024 as it directly affects 
the profitability of the Company.

03. Trade Debts

Refer to note 11 to the financial Statements and
the accounting policy in note 4.9 to the financial
statements.

The Company has significant balance of trade
debts. Provision against doubtful trade debts is
based on loss allowance for Expected Credit Loss
(ECLs).

We identified recoverability of trade debts as a
key audit matter as it involves significant
judgement in determining the recoverable
amount of trade debts.

Obtained an understanding of and assessing 
the design and testing implementation of 
management's key internal controls relating 
to credit control process (including credit 
account application approvals credit limit 
review); and allowances for doubtful debts;

Obtained an understanding of the basis for 
the determination of provision required at 
the year end and the receivables collection 
process; and

Our audit procedures to assess the valuation 
of trade debts, amongst others, included the 
following:

controls over purchases and valuation of 
stock in trade and testing, on a sample basis, 
their design, implementation and operating 
effectiveness;

Obtained an understanding of the basis for 
the determination of NRV and the key 
estimates adopted, including future selling 
prices and costs necessary to make the sales 
and the basis of the calculation and 
justification for the amount of the write-
downs and provisions;

Assessed the NRV of stock-in-trade by 
comparing, on a sample basis, estimation of 
future selling prices for the products with 
the selling prices achieved subsequent to 
the end of the reporting period; and

Compared NRV to the cost of a sample of 
stock-in-trade and comparison to the 
associated provision to assess whether 
stock-in-trade provisions are complete.
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04.

Tested the accuracy of the data on a sample 
basis extracted from the Company's 
accounting system which has been used to 
calculate the provision required including 
subsequent recoveries

Obtained an understanding of the process 
relating to recording of sales and testing 
the design, implementation and operating 
effectiveness of key internal controls over 
recording of revenue; 

Assessed the appropriateness of the 
Company's accounting policies for recording 
of sales and compliance of those policies 
with applicable accounting standards;

Compared a sample of sale transactions 
recorded during the year with sales orders, 
sales invoices, delivery challans and other 
relevant underlying documents; 

Compared on a sample basis, specific sale 
transactions recorded just before and just 
after the financial year end date to 
determine whether the revenue had been 
recognized in the appropriate financial 
period; and

Scanned for any manual journal entries 
relating to sales raised during the year which 
were considered to be material or met other 
specific risk-based criteria for inspecting 
underlying documentation

Sales

Refer to note 26 to the financial statements and 
the accounting policy in note 4.18 which shows 
the revenue of the company. 

The Company recognized revenue of Rs. 
39,608.139 million from the sale of goods to 
domestic as well as export customers during the 
year ended 30 June 2024 as compared to Rs. 
32,313.734 million in previous year.

We identified recognition of sales as a key audit 
matter because revenue increased significantly 
as compared to last year and this is one of the key 
performance indicators of the Company and 
gives rise to a risk that revenue is recognized 
without transferring the risk and rewards.

62

Our audit procedures to assess recognition of 
sales, amongst others, included the following:
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Borrowings and related finance costs 

Refer notes 18, 19, 20 and 31 to the financial 
statements. 

The Company has obtained a range of financing 
facilities from different financial institutions with 
varying terms and tenure and incurred 
substantial cost. 

This was considered to be a key audit matter as 
these affects Company's gearing, liquidity and 
solvency. Further, compliance with debt 
covenants is a key requirement of these 
financing arrangements.
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05. Our audit procedures included the following: 

Assessed the design and operat ing 
effectiveness of the Company's internal 
controls over recording the terms and 
conditions of borrowings from financial 
institutions, including their classification as 
either current or non-current and associated 
costs; 

Obtained confirmations of borrowings as at 
30 June 2024 directly from the financial 
institutions; 

Tested  the  ca lcu lat ion  o f  mark-up 
recognized as both an expense and 
capitalized during the year to assess 
whether these were accounted for in 
accordance with approved accounting 
standards as applicable in Pakistan and 
Assessed the adequacy of the Company's 
compliance with the loan covenants and the 
disclosure in the financial statements.

The Company's exposure to litigation risk

The Company is exposed to different laws, 
regulations and interpretations thereof and 
hence, there is a litigation risk. In judgement of 
the Company; the Company has significant 
litigation cases in respect of tariff difference 
claimed by Sui Northern Gas Pipelines Limited 
(SNGPL), levy of Gas Infrastructure Development 
Cess (GIDC), levy of Cotton Cess,  Custom / Excise 
and Sales Tax Appellate Tribunal, Karachi 
regarding penalty and additional tax, details of 
which are disclosed in notes 17.3 and 17.4 to the 
annexed financial statements.

06. Our procedures in relation to this matter 
included:

Obtained and reviewed details of the 
significant pending legal/tax cases and 
discussed the same with Company's 
management;

Circulated confirmations to the company's 
external legal and tax counsels for their 
views on open legal/tax matters;

Reviewed correspondence of the company
 with the relevant authorities;
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07. Trade Creditors

Refer to note 17 to the audited financial
Statements.

The Company has significant balance of trade
creditors as compared to last year.

We identified valuation of Trade creditors to be
Key Audit Matter as it has increased significantly
as compared to last year and it can affect key
financial ratios.

Our procedures in relation to this matter 
included:

Obtained an understanding of the process 
relating to recording of purchases and 
testing the design, implementation and 
operating effectiveness of key internal 
controls over recording of creditors;

Discussed the significant increase in trade 
creditors with management to understand 
the reasons behind it and any potential 
implications for the financial statements;

Performed a reconciliation between the 
general ledger and subsidiary ledger of trade 
creditors to ensure that all liabilities are 
properly recorded;

Conducted trend analysis comparing the 
increase in trade creditors with the other 
related accounts (e.g., inventory, purchases) 
to check the consistency;

Sent balance confirmation requests to

S. No. Key Audit Matters How the matter was addressed in our audit 

Given the nature and amounts involved in such 
cases and the appellate forums at which these 
are pending, the ultimate outcome and the 
resultant accounting in the financial statements 
is subject to significant judgement, which can 
change over time as new facts emerge and each 
legal case progresses, and therefore, we have 
identified this as key audit matter.

64

Evaluated rationale provided by the 
company and opinion of the external 
legal/tax counsel; 

Involved internal tax professionals to assess 
management's conclusion on contingent tax 
matters and to evaluate the consistency of 
such conclusions with the views of the tax 
advisors engaged by the Company; and

Reviewed the disclosures made in the 
financial statements in respect of such 
contingencies.
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significant suppliers to confirm the amounts 
owed as of the reporting date;

Evaluated if there are any non-trade 
creditors incorrectly included;

Reviewed payments made to the suppliers 
subsequent to the date of statement of 
financial position.

Information Other than the Financial Statements and Auditor's Report Thereon

Management is responsible for the other information. The other information comprises the information 
included in annual report, but does not include the financial statements and our auditor's report thereon.

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

In connection with our audit of the financial statements, our responsibility is to read the other information and, 
in doing so, consider whether the other information is materially inconsistent with the financial statements or 
our knowledge obtained in the audit or otherwise appears to be materially misstated. 

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

Responsibilities of Management and Board of Directors for the Financial Statements

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

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

Board of directors are responsible for overseeing the Company's financial reporting process.
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Auditor's Responsibilities for the Audit of the Financial Statements

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

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional judgment and 
maintain professional scepticism throughout the audit. We also:

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

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

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

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

Evaluate the overall presentation, structure and content of the financial statements, including the 
disclosures, and whether the financial statements represent the underlying transactions and events in a 
manner that achieves fair presentation.
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We communicate with the board of directors regarding, among other matters, the planned scope and timing of 
the audit and significant audit findings, including any significant deficiencies in internal control that we identify 
during our audit.
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We also provide the board of directors with a statement that we have complied with relevant ethical 
requirements regarding independence, and to communicate with them all relationships and other matters that 
may reasonably be thought to bear on our independence, and where applicable, related safeguards.

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

Report on Other Legal and Regulatory Requirements

Based on our audit, we further report that in our opinion:

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

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

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

d) no zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980).

The engagement partner on the audit resulting in this independent auditor's report is 
Mr. Azeem H. Siddiqui-FCA.
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Karachi
Dated : 30 September 2024
UDIN: AR202410232Idk5gyBxq Chartered Accountants
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