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VISION

L SO

Our Vision is to Provide quality yvarn of clothing needs of the people.

OUR MISSION

Chakwal Spinning Mills Ltd. is g yarn monufacturing company committed ta produce quality
varn for quali ty conscious valued customers, The company's mission is to become progressive
and profitable by adopting best industry practices, lotest technolosy and maintaining fair,

friendly and creative work environment which shall lead to senerate sufficient return for the
investors, : .
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Nolice is hereby given that ke 38th Annual General “menibs C 1 ,
LIMITED" (he "Company") will be hefd al the Registered Office df the Company siluated.at 7/1, E-3, Main

L SPIN s

Boulevard, Gulberg Ill; Lahore on Tussday, October 28, 2025 at 10:30 a.m. to ransact the follawing business i-
ORDINARY BUSINESS: ‘ ‘

11,
2.

- Chairman'sreview , Direclors and Auditer's report thereon.
3.

e,

NOTES: -
10

Taconlirmthe minules of EOGM held on March 04, 2025, . ‘ ‘
Toreceive and adoplthe audited accourls of the Company for the year ended June 30, 20235, togelherwith the

To appoint audifors forthe year ending-June 30, 202G.and lo fix their remiuneration, The presan{Audiior_Saeed-
ul-Hassan & Co. Chartered Accountants relire.and being eligible ofierthemselvesforreappointment.
Talransact any olher business which may be broughtforward wilh the permission of the Chair,

lLahore: '

o opos - . NADEEM ANWAR
October 07,2025 . L Campany Secrelary

,_The'sharé‘lrénsfer bbo,ks for .ordin_a_ry-sh_afes ol Ihe. Company will be closed from 21-10-2025 to 28-10-2025
{both daysinclusive). Valid transfer(s) received in order by our Share Regisirar; Corplink (Pvi.) Limiled, Wings

. Arcade, 1-K Commercial, Model Town, Lahare by the closure of business:on20-10-2025 will be-in treated in

lime.The change inaddress, ifany; be sent 1o our share registrar M/s: Gorplink {Pvt.) Limited, Wings Arcade, | -
1=K, Commereial, Model Town, Lahore. Tel: 042-35839182. .
-Amember enlitled 1o atlend and vole al the General Meeling is-also.entifled 1o appoint anolher member as
proxy. Proxies, in order la be effective, must be received atthe Company’s regisléred office not less than forty]
~eight (48) hours.before the {ime of meeling. Members through CDC appolriling proxies must aliach altested
- copy.oftheir Compulerized National Identity Card (CNIC) or Passportwith ihe proxy farm. -
- The-shareholders through CDC, who wish o atlend the Arinual General Meeling, aré requesled o picase

- bring,origirial CNIC. CDC account halder will furlher have to follswihe guidelines as laid.down in Circular No. 1|

daled January 26,2000 issued by the Securities and Exchange Commission of Pakislan.

. In ¢ase of gorporate entity, cerlified copy of the board of direclors’ resolution / power of atlorngy with specimen |

signalure shall be'submilied {unless ithas been provided earlier) along with prosy Torm of the Cormpany.

. The-financial stalements for the year ended June 30, 2025 shall be uploaded on the Campany's ‘websile

www.chakwalspinningmills.com{wenty one days prior o lhe date of halding of Annual General Meeling.
. Prohibitign of Gift Distribution _ _ _ ‘
In compliarice with the directives of the Securities and Exchange Commission of Pakistan (SECP), members

- are hereby informead that the Company will nol disiribute any giil(s), giit hamper(s), orolher giveaways al the

© Annual Generai Meeling.

. \Fihe Comipany receives consant from. the membershol-tiing'al feast 10% 'sha‘reholdihg"re_sidi'ng in & city, to

- paricipate in the meeting through video-link al least 07 days prior lo dale of the mesting, the. Campany will

arrange facilily of video-link in that city subject to availabllity of such facility in that city. _ 7 ‘
- The Company is tespansibifity under Section 244 of the Companies Act, 2017 in respect of un-claimed
dividends, where by he Campany approached sharehoiders lo claim their un-tlaimed dividends in accordance
with the law. Any Shareholder whase dividends are still unclaimed, are hereby orice agaln requésted- to
“-approach the Company with all necessary delails immedialely, 1o claim [heir nutstanding dividand amounts. In

- case no claimis received, tha Company shall proceed in accordance with the applicablelaw,

- Online meeting link and login credentials will be shared with only those Members whose emails, containing all

.. Shareholders nlresled in allending Lhe AGM throug Zoom facllity, ae hereby advised lo getlhemselves
registered "with the. Campany by providing the following -informafion through - '

email:salman@chakwalgroup.com.pk along wilh a valid copy of theit CNIC.

Naine of Folio Na, /CDC
Share Holders Account No,

CNIC No. ~.No.of Shares | ContactNo. | Email Address

. therequirad parlictlars, are received al the given email address by 5:00 p.mvon Saturday October 25, 2025, :
10. The shareholders having physical shares are encouraged lo place lheir physical shares inlo eleclronic formas | -

Section 72(2) of the Companies Act, 2017 slates that "Every existing company shall berequired to replace its
-physical. shares wilh baok-gniry form in a marniner s may be specified and from [he date notified by SECP,
- wilhin a period not exceeding four years fram the comimencemenl of (he Act”, :
- The shareholders of the Company may contact Shara Ragistrar of the Carmpany forassislance in.conversjon
of physical shares inio Book-Enlry Form.




REVIEW REPORT BY THE CHAIRMAN ON THE OVERALL PERFORMACE OF THE BOARD

AND EFFECTIVNESS OF THE ROLE PLAYED BY THE BOARD IN ACHIEVING THE

COMPANY’S OBJECTIVES

The Board of Directors (the Board) of Chakwal Spinning Mills Limited {CSML} has performed their duties
diligently in upholding the best interest of shareholders’ of the Company and has managed the affairs
of the Company in an effective and efficient manner. The Board has exercised its powers and has
performed its duties as stated in the Companies Act 2017 (previously Companies Ordinance 1984) and
the listed Companies {Code of Corporate Governance) regulations, 2017,

The Board has actively participated in strategic planning processes, enterprise risk
management system, policy development and financial structure, monitoring and approval;

All the significant issues throughout the year were presented before the Board or its
committees to strengthen and formalize the corporate decision making process and particularly .
all the related party transactions executed by the Company were approved by the Board on the
recommendation of the Audit Committee;

The Board has ensured that the adequate system of internal control is in place and its regular
assessment through self-assessment mechanism and/or internal audit activities;

The Board has prepared and approved the director’s report and has ensured that the director’s
report is published with the quarterly and annual financial statement of the Company and the
content of the director’s report are in accordance with the requirement of applicable laws and
regulations;

The Board has ensured the hiring, evaluation and compensation of the Chief Executive Officer
and other key executives including Chief financial Officer, Company Secretary and Head of
internal Audit;

The Board has ensured that adequate information is shared among its members in a timely
manner and the Board members are kept abreast of developments between meetings; and

The Board has exercised its power in light of power assigned to the Board in accordance with
the relevant laws and regulations applicable on the Company and the Board has always
prioritized the Compliance with all the applicable laws and regutation in term of their conduct
as directors and exercising their powers and decision making.

The annual evaluation of the Board's performance is assessed based on the key areas where the
Board requires clarity in order to provide high level oversight, including the strategic process;
key business drivers and performing milestones, the global economic environment and
competitive context in which the Company operates; the risks faced

By the Company's business; Board dynamics; capability and information flows. Based on the
aforementioned, it can reasonably be stated that the Board of CSML has played a key role in
ensuring that the Company objectives are not only achieved, but also exceeded expectations
through a joint effort with the management team and guidance and oversight by the Board and -
its members.

October 06, 2025 Mr. Khawaja Mohammad Jahangir
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DIRECTORS’ REPORT TO THE SHAREHOLDERS

On behalf of the Board of Directars of Chakwal Spinning Mills Limited, we are pleased to submit annual
report of your Company together with audited financial statements and auditors’ report thereon for the
year ended 30™ June 2025. - ' '

The Company during the period incurred a net loss after tax for the year of Rs.117.727 mitlion as
compared to the loss of Rs. 121.746 million during the last year. The management of the company is
managing to generate revenue to meet its outstanding liability and recurring expenses by letting its
certain premises.

Business Review

Chakwal Spinning Limited was engaged in the business of textile spinning. However, due to severe
business losses and the unprecedented economic downturn in the aftermath of COVID-19, the
operations of the Company were suspended in 2019. Despite persistent efforts, the management could
not succeed in resuming cperations because of the continued slump and challenging environment
prevailing in the textile sector,

Management’s Efforts for Revival

The Board and management of the Company have consistently remained focused on exploring viable
avenues for the revival of the Company in order to safeguard and enhance shareholders' value.
Recognizing the long-term potential of information technology and cloud-based businesses, the .
management decided to diversify into this sector. Accordingly, in August 2024, the members of the
Company, in an Extracrdinary General Meeting (EOGM), approved the change in the Company's name
and object clause to enable this transition. The Company has been keeping the Pakistan Stock
Exchange (PSX) and the Securities and Exchange Commission of Pakistan (SECP) updated regarding
these developments. During this transmission process, certain regulatory observations were raised by
the concerned authorities, which temporarily hindered the smoocth progress of the transformation plan.
The management has made every possible effort to address these observations in good faith and in the
best interest of the shareholders.

Future Qutlook

The Board firmly believes that regulatory approvals will soon be obtained, paving the way for the
successful revival of the Company with a new identity and business line in the 1T and cloud sector, The
management remains committed to gaining the confidence of the regulators and is determined to
transform the Company into a profitable and sustainable enterprise in the near future.

Financial Statements and Audit

The Auditors in their report have drawn attention to certain matters. The Board of Directors would like
to respond te these observations as under:

1. Uncertainty relating to Going Concern

The Company acknowledges the auditors’ emphasis on going concern. The management has already
initiated a comprehensive restructuring plan whereby the existing operations are being converted into
an 1T and cloud-based business model. A detailed business plan has been prepared and duly appraved
by the Board, and after obtaining necessary regulatory and corporate approvals, the Company shall
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farmally commence its IT and cloud operations. The Directors are confident that this transformation -
will provide sustainable revenue streams and ensure long-term viability of the Company. In light of the
above factors, the Board is confident that the company will be able to meet its obligation , continue
operations in the normal course of business, and therefore the financial statements has been prepared
on a going concern business. '

2. Provision of Contingent Liabilities ‘

The company is presently invalved in tax matters which are in appeal. Based on the advice of its legal . -
counsel, management strongly believes that these will be decided in the company's favour. Accordingly
no provision has been made in the accounts.

3. Non-provision of Mark-up

The Company is presently in litigation with its lenders. As the matter is sub- judice, no mark-up has
been provided on the outstanding liabilities. In line with established accounting practice, the mark-up
shall be recorded once the Court decides the matter and determines the cost of funds, if any, payable,
This treatment reflects prudence and fairness in the preparation of financial statements.

4. Deferred Taxation
The Company has not recognised deferred tax asset or liability. Management is of the view that
recognition of deferred taxation at this stage is not required and the matter is kept under review.

Principal Activity

The principal activity of the Company is presently manufacturing and sale of yarn.

Principal Risks and Uncertainties

The Board of Directors is responsible to oversee the Company's operations and to devise an
effective strategy to mitigate any potential any potential adverse impact of risks.

The Company’s principal financial liabilities comprise long term finances, trade and other payables
and short term borrowings. The Company’s principal financial assets comprise of trade debts,
advances, short-term deposits, other receivables, cash and bank balances that arise directly from
its operations. . !

The Company’s activities expose it to a variety of financial risks: market risk (including currency
risk, interest rate risk and price risk), credit risk and liquidity risk.

The Company's overall risk management program focuses on the unpredictability of financial
markets and seeks to minimize potential adverse effects on the financial performance. The
Company has adequately disclosed all the litigation and their expected outcomes in the financial
statements. '

Corporate Social Responsibility

The Company strongly believes in the integration of Corporate Social Responsibilfty into its business,
and consistency endeavors to uplift communities that are influenced directly or indirectly by our
business.

Environment, Health and Safety




—)

Thv

"/ CHAKWAL SPINNING MILLS LTD. 59200

AN

711, E-3, Main Boulevard, Gulberg - lll, L.ahore, Pakistan.
Tel: +92-42.35757108, 35717510 - 17 Fax: +92-42-35764036, 35764043, 35757105
Email: ksmi@pol.com.pk

The Company maintains safe working conditions avoiding the risk to the health of employees and
public at large. The management has maintained safe environment in all its operations throughout
the year and its constantly upgrading their safety and living facilities.

Safety is a matter of concern for machinery as well as the employees working at plant. Fire
extinguishers and ather fire safety equipments have been placed at sites as well as registered and
head office of the Company. Regular drills are performed to ensure efficiency of fire safety
equipments. '

Internal Financial Controls

A system of sound internal control is established and implemented at all levels of the Company by
the Board of Directors. The system of internal control is sound in design for ensuring achievement of
Company’s objectives and operational effectiveness and efficiency, reliable financial reparting and
compliance with laws, regulations and policies,

Related Parties

All related party transactions during the financial year ended June 30, 2025 were reviewed by the
Audit Committee and approved by the Board of Directors.

Compliance with the Code of Corporate Governance

The requirements of the Code of Corporate Governance regulations, 2019 have been duty complied
with. A statement to this effect is annexed to the Report.

Corporate Governance & Financial Reporting Framework

As required by the Code of Corporate Governance, Directors are pleased to report that:

i) The financial statements prepared by the management of the Company present fair state of
Company's aperations, cash flows and changes in equity.

i) Proper books of account of the Company have been maintained.

iii) Appropriate accounting policies have been consistently applied in the preparation of financial
statements and accounting estimates are based upon reasonable and prudent judgment.

iv} International Financial Reporting Standards (IFRS), as applicable in ‘Pakistan, have been
followed in the preparation of financial statements, and any departures there from has.
been adequately disclosed and explained,

v) The system of internal control is sound in design and has been effectively implemented and
monitored.

vi) Key operating and financial data for the last five years is annexed.

vii) There has been no departure from the best practices of Corporate Governance, as detailed in
the listing regulations. '

vili)We have been prepared and circulated a statement of ethics and business strategy among
directors and employees.

ix)  The Company has neither declared dividend nar issued bonus shares because of loss sustained
by the Company for the year.

X} Outstanding taxes and Levis are given in the notes to the financial statements.

Share Holding Pattern

In respect of pattern of share holding, the Company has certain pas}able amount under dispute with
Central Depository Company (CDC). The management is actively pursuing the matter and is
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committed to resole the issue at the earliest. However, due to the unavailabitity of the List of
Beneficial Qwners (LOBO), the Company is presently unable to submitt the pattern of shareholding
as at June 30, 2025.

Appointment of Auditors

M/s. Saeed ul Hassan & Co. Chartered ‘Atcountants, Lahore are due to retire. They are eligi'ble and ,
offer themselves for reappointment for the Year ended June 30, 2026

Composition of Board

1. The term of Board of Directors was completed and new election was made to elect the directors of
the company. The Board fix the No of Directors to Seven (7). The elected directors are 07 as per
the following:

a. Male ;05
b. Female : 02

2. The composition of the board is as follows:

a, Chief Executive Officer

b. Executive Directars T M
c. Other Non-Executive Directors : 04
d. Independent Directors 1 02

Chief Executive Officer

1) Mr. Mansoor Bin Saeed (Non - Director)
Name of Directors

i} Mr. Khawaja Mohammad Jahangir (Chairman)

iii)  Mr. Khawaja Mochammad Kaleem (Executive Director)
iv)  Mr. Khawaja Mohammad Tanveer

¥) Ms. Soha Kaleem

vi)  Mst. Munaza Kaleem

vii}  Mr. Sheikh Magbool Ahmed (Independent Director)
viii) Mr, Abbas Ali (Independent Director)

Committees of the Board

The Board has made following sub-committees:

Audit Committee Meetings

i.  Mr. Sheikh Magbool Ahmed - (Chairman)
ii. Ms. Soha Kaleem (Member)
jii. Mr. Abbas Ali (Member)

HR and Remuneration Committee Meetings

i. Mr. Sheikh Magbool Ahmed (Chairman)
il.  Mr. Khawaja Mohammad Tanveer {(Member)
iii. Mst, Munaza Kaleem (Member)
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Significant Features of Directors’ Remuneration

The Board of Directors has approved a formal policy for remuneration of executive directors depending
upon their responsibility in affairs of the Campany. The remuneration is commensurate with their level
of responsibility and expertise needed to govern the Company successfully and to encourage value
addition from them. ‘ ,

Gender Diversity Disclosure

In accardance with the requirements of the Companies Act, 2017 and the Listed Companies {Code of
Corporate Governance) Regulations, 2019, the Board reports that during the year under review the
Company had no female employees on its payroll. The management, however, is conscious of the
importance of gender diversity and equal employment opportunities, and will encourage the induction
of suitably qualified female professionals in future recruitments, subject to operational requirements
of the business. The Board has advised management to give due consideration to gender bhalance in
future recruitment and succession planning

Acknowledge

The Directors express their gratitude to the shareholders for their patience, trust, and continued
support during this crucial phase of transition,

N On behalf of the Board
’ Y A
October 06 2025 Khawaja Mufiammad\Kaleem Khawaja Muhammad Jahangir

Lahore. . Executive Director ° Chairman



A

TUV

N/ CHAKWAL SPINNING MILLS LTD. 'Sgguam

711, E-3, lfiain Boulevard, Gulberg - Ill, Lahore, Pakistan,
Tel: +92-42-35757108, 35717510 - 17 Fax: +92-42-35764036, 35764043, 35757105
Email: ksmi@pol.com.pk

Statement of Compliance with the Listed Companies
(Code of Corporate Governance) Regulations, 2019

Name of Company : Chakwal Spinning Mill Limited
Year ending : June 30, 2025

Chakwal Spinning Mills Limited (the “"Company”} has complied with the requirement of the Regulations in the following manner:
1. The total number of Elected Directors are 07 as per the following:

a. Male 05
b, Female :02

2. The composition of the board is as follows: ‘

a. Chief Executive Officer

b. Executive Directors ;01

c. Other Non-Executive Directors : 04

d. Independent Directors 1 02
Name Category
Mr. Mansoor bin Saeed Chief executive Officer
Mr. Khawaja Mohammad Jahangir Chairman
Mr. Khawaja Mohammad Kaleem Executive Director
Mr. Khawaja Mohammad Tanveer Non-Executive Director
Mrs. Munaza Kaleem Non-Executive Director
Ms. Soha Kaleem - Non-Executive Director
Mr. Abbas Ali Independent Director
Mr. Sheikh Magbool Ahmed Independent Director

* Best practices of corporate governance entail having an optimal number and mix of board members with adequate
skilis and experience. The current Board of Directors of the Company adequately meets this requirement. Further,
existing independent directors play an effective part within the Board and make valuable contribution.

- 3. The directors have confirmed that none of them is serving as a director on more than seven listed companies, including this
Company.

4. During the period Election of Directors was conducted. The Board fixed the No of Directors to seven and the seven person
were elected for a period of three {3) years term . The Chief Executive Officer is non elected and was appointed as Chief
Executive Officer.

5. The Board has developed a vision/mission statement,. The Board has ensured that complete record of partlculars of the
significant policies along with their date of approval or updating is maintained by the company.

Page 1 of 3
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6. All the powers of the hoard have been duly exercised and decisions on relevant matters have been taken by the
board/shareholders as empowered by the relevant provisions of the Act and these regulfations.

7. The meetings of the board were presided over by the Chairman and, in her absence, by a director elected by the board for
this purpose. The Chief Executive Officer is not a Elected Director of the company but eligible to attend the meeting by
virtue of law. The board complied with requirements of the Act and the Regulations with respect to frequency, recording
and circulating minutes of the meeting of board.

8. The board of directors has a formal policy and transparent procedures for remuneration of directors in accordance W|th the
Act and these Regulations.

8. The Directors were appraised of their duties and responsibilities from time to time. All of the Directors will duly comply with
the requirement of Code of Corporate Governance with respect of Directors’ Training Program and the Company is plannlng
to arrange this program for the Director.

10. No appointment of Company Secretary, Chief Financial Officer and Head of Internal Audit has been made during the year.
11. Chief financial officer and chief executive officer duly endorsed the financial statements before approval of the Board; '

12. The Board has formed committees comprising members given below:

l Audit Committee;

i Mr. Shiekh Magbool Ahmed — Chairman
ii. Ms, Soha Kaleem
iii. Mr. Abbas Al

I HR and Remuneration Committee:

i.  Mr. Shiekh Magbool Ahmed — Chairman
ii. Mr. Khawaja Mohammad Tanveer
iti. Mst. Munaza Kaleem

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

14. The frequencies of meeting of the afaresaid committees were as follows,
a)  Audit Committee: Four quarterly Meeting during the financial year ended June 30, 2024
b) HR& Remuneration Committee: One meeting during the financial year ended June 30, 2024

15. The statutory auditors of the Company have confirmed that they have been given a satisfactory rating under the quality
control review program of the ICAP, 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 all its partners are in compliance with International Federation of
Accountants (IFAC} guidelines on code of ethics as adopted by the ICAP and that they and the partners of the firm involved
in the audit are not a close relative (spouse, parent, dependent and nan-dependent children) of the chief executive officer,
chief financial officer, head of internal audit, company secretary or director of the company,.
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16. 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 requirement and the auditors have confirmed that they. have
observed IFAC guidelines in this regard.

17. We confirm that all requirements of regulations 3, 6, 7, 8, 27, 32, 33 and 36 of the Regulationsr have heen complied with;
and g

18. The directors shall comply with the provision of Code of Corporate Governess Rules, 2017 in respect of Director Training
Program, ' ‘

19. The auditors have not highlighted the instance of any non-Compliance with the requirement for Regulations.

20. The Chief Executive Officer is out of the country, hense the annual accounts has been signed by two director of the
company, .

21. Gender Pay Gap statement

Under circular 10 of 2024 for the year ended June 30, 2025.

» Mean Gender Pay Gap : N.A

» Median Gender Pay Gap : N.A

» Other Details as deemed relevant : Chakwal Spinning Mills Ltd does not have any Female
Employees.

For Chalowal Spinning Mills Limited
W\J—T’\/\/—f
Khawaja Mohammad Jaﬁangir
. Chairman

Lahore: Ocicher 06, 2025
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INDERENDEDNT AUDITOR’S REVIEW REPORT
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TO THE MEMBERS OF CHAKWAL SPINNING MILLS LIMITED

REVIEW REPORT ON THE STATEMENT OF COMPLIANCE CONTAINED IN THE LISTED
COMPANIES {CODE OF CORPORATE GOVERNANCE) REGULATIONS, 2019

We have reviewed the enclosed Statement of Compliance with the Listed Companies (Code of
Corporate Governance) Regulations, 2019 (the Regulations), prepared by the Board of Directors
of Chakwal Spinning Mills Limited (the Company) for the year ended June 30, 2025, to comply
with the requirements of regulation 36 of the Regulations.

The responsibility for compliance with the Regulations is that of the Board of Directors of the
Company. Our responsibility is to review whether the Statement of Compliance reflects the
status of the Company’s compliance with the provisions of the Regulations and to 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.

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

The Regulations require the Company to place before the Audit Committee, and upon
recommendation of the Audit Committee, place before the Board of Directors for their review
and approval, its related party transactions and also ensure compliance with the requirements
of section 208 of the Companies Act, 2017. We are only required and have ensured compliance
of this requirement to the extent of the approval of the related party transactions by Board of
Directors upon recommendation of the Audit Committee. We have not carried out procedures
to assess and determine the Company's process for identification of related parties and that
whether the related party transactions were undertaken at arm’s length price or not.

Based on our review, nothing has come to our attention which causes us to belief that the
Statement of compliance does not appropriately reflect the Company’s compliance in all
materiat respects, with the requirements contained in the Regulations as applicable to the
Company for year ended June 30, 2025.

SAEED UL HASSAN & COMPANY
CHARTERED ACCOUNTANTS
Engagement Partner: SAEED UL HASSAN
Lahore

Date: October 06, 2025

27 C, TAMC Building, 1sf Floor, MM Alam Road, Gulberg lil, Lahore. Tel: 042 - 35772246/48 Emaltuci_lhr@yahoo.com
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INDEPENDENT AUDITORS’ REPORT
TO THE MEMBERS OF CHAKWAL SPINNING MILLS LIMITED

Report on the Audit of the Financial Statements

Qualified Opinion

We have audited the annexed financial statements of CHAKWAL SPINNING MILLS LIMITED
(“the company”), which comprise the statement of financial position as of June 30, 2025, and
the statement of profit or loss, the statement of other comprehensive income, the statement
of changes in equity, the statement of cash flows for the year then ended, and notes to the
financial statements, including a summary of significant accounting policies and other
explanatory information, and we state that we have obtained all the information and
explanations which, to the best of our knowledge and belief, we necessary for purpose of the
audit.

In our opinion and to the best of our information and according to the explanations given to
us, except for the possible effects of the matter described in the Basis for Qualified Opinion
section of our report, the statement of financial position, the statement of profit or loss, the
statement of other 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, 2025
and of the loss and other comprehensive loss, the changes in equity and its cash flows for the
year then ended.

Basis for Qualified Opinion

During our audit, we identified the following matters that form the basis for our qualified
opinion:

a) Provision for Contingent Liabilities Not Made
The Company has not provided for a tax liability of Rs. 4,870,776 demanded by
tax authorities for various assessment years, against which appeals are filed. In
light of the Company's non-operational status and financial distress, the
rationale for not providing for this contingent liability is not supported,
resulting in a potential understatement of liabilities and expenses.

b) Interest Expense and Loan Balances Not Accrued/Confirmed
Markup/interest on bank borrowings has not been accrued since June 2019 due
to ongoing litigation. Furthermore, loan balances remain unconfirmed by the
banks, and facility letters are unavailable. Consequently, the completeness of
liabilities and finance costs is materially misstated.

Page 1|5
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c) Non-Recognition of Deferred Taxation
The Company has not recognized the impact of deferred taxation for the
current or prior years, as required by [AS 12 Income Taxes. This has resulted in
a material misstatement of the financial statements through the
understatement of either a deferred tax liability or a deferred tax asset
(subject to recoverability assessment) and a corresponding misstatement of the
tax expense for the peried.

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 qualified opinion.

Material Uncertainty Related to Going Concern

We draw attention to Note 2.2 in the financial statements, which indicates that the
Company incurred a loss of Rs. 117.727 million during the year ended June 30, 2025,
and had accumulated losses of Rs. 1,094.487 million. As of that date, the Company’s
current liabilities exceeded its current assets by Rs. 757.244 million, and it is subject
to legal proceedings from banking institutions for the recovery of outstanding
balances. These conditions, along with other matters set forth in Note 2.2, indicate
the existence of a material uncertainty that may cast significant doubt on the
Company’s ability to continue as a going concern. Management's plans to mitigate this
uncertainty, as detailed in Note 2.2, involve a strategic shift to the IT sector, which is
pending final approval from the SECP. The success of these plans is critical; however,
the company’s going concern ability is subject to the successful implementation of
these plans. Our opinion is not modified in respect of this matter.

Key Audit Matter

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the financial statements for the year ended June 30, 2025. 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.

In addition, for the matters described in the ‘Basis for Qualified Opinion’ and material
uncertainty relating to going concern section of our report, we have determined there are no
key audit matters to be communicated in our report.

Key Audit Matter How the Matter Was Addressed in the
Audit
1. Unclaimed Dividend:
(Refer to the 'Current Liabilities' section of a. Obtained and critically assessed
the Statement of Financial Position) management's written representation
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The Company has an unclaimed dividend
balance of RS. 384,347 which has not been
deposited into the Federal Consolidated Fund
as required by Section 244 of the Companies
Act, 2017. Management has contended that
non-comptiance is due to the unavailability of
a specific government treasury account for
this purpose and has provided a written
representation to this effect.

Assessing the validity of management's
justification for non-compliance with a
statutory requirement is a key audit matter
due to the potential for material
misstatement and legal implications.

and supporting explanation rega in
the unavailability of a government
treasury account.

Corroborated the accuracy of the
unclaimed dividend balance of RS.
384,347 by tracing it to dividend
declarations and subsequent
shareholder payment records.

Evaluated the appropriateness of the
accounting treatment and the
adequacy of the disclosures in the
financial statements concerning this
non-comptiance,

d. Verified the establishment of a
separate bank account for unclaimed
dividends as required by Section 244
of the Companies Act, 2017.

Information Other than the Financial Statements and Auditors’ Report Thereon
Management is responsible for the other information. The other information comprises the
information included in the Annual Report, but does not include the financial statements and
our auditors’ 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 the 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.

The board of directors is responsible for overseeing the Company’s financial reporting
process.
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Auditors’ 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 it is not a guarantee that an audit conducted in accordance with 1SAs 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 ecanomic decisions of users taken based on
these financial statements.

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

o 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 controt relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not to express an
opinion on the effectiveness of the Company’s internal control.

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

e Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, hased 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 auditors’ 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 auditors’ report. However, future events or conditions may cause the
Company to cease to continue as a going concern.

e 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.

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.

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.
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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 auditors’ 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, except for the matters discussed in the basis for the qualified opinion
section of our report, we further report that in our opinion:

{(a) Proper books of accounts 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
other 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 agree with the books of account and
returns;

(c) Investments made, expenditures 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.

Other Matter

We draw attention to the fact that the audit of the financial statements for the year ended
June 30, 2024, was conducted by H.A.M.D & Company Chartered Accountants, who expressed
an adverse opinion on those financial statements in their December 21, 2024, report. Our
audit opinion on the financial statements for the year ended June 30, 2025, is also modified
for the reasons described in the Basis for Qualified Opinion section of this report.

The engagement partner on the audit resutting in this independent auditor’s report is Saeed
Ul Hassan.

RDeoolld 0l
SAEED-UL-HASSAN & Co.
Chartered Accountants

Place: Lahore
Dated: October 06, 2025

UDIN: ARIORS /024, / ?éO\/’j@iﬁCa
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CHAKWAL SPINNING MILLS LIMITED
STATEMENT OF FINANCIAL POSITION

AS AT JUNE 30, 2025

Page 1 of 35

2025 2024
Note Rupees Rupees
CAPITAL AND LIABILITIES
Share Capital and Reserves
Authorized share capital:
140,000,000 (2024: 140,000,000 of Rs. 5/- each) ordinary shares
of Rs.5/- each 700,000,000 700,000,000
issued, subscribed and paid up share capital 5 607,881,000 607,881,000
Loan from directors 6 118,776,547 118,776,547
Accumulated loss {1,094,486,824) {979,422,361)
Surplus on revaluation of property, plant & equipment 7 1,594,611,920 1,597,274,524
1,226,782,643 1,344,509,710
Non Current Liabilities
Lease Liability B - -
Deferred liabilities 9
Current Liabilities
Trade and other payables 10 282,185,432 278,035,442
Accrued mark- up 11 67,778,697 67,778,697
Shart term barrawings 12 386,984,419 385,937,419
Current portion of non current liabilities 37,923,139 37,865,589
Unclaimed dividend 13 384,347 384,347
Provision for taxation 14 10,232,194 10,232,194
785,488,228 780,233,688
Contingencies and Commitments 15 - -
2,012,270,87 2,124,743,198
ASSETS
Non Current Assets
Property, plant and equipment 16 1,952,938,636 2,065,055,398
Long term loans 17 747,766 747,766
Long term deposits 18 30,339,744 30,339,744
1,984,026,146 2,096,142,908
Current Assets
Trade debts 19 - 324,607
Loans and advances 0 4,316,292 4,346,292
Tax refunds due from the government 21 23,880,927 23,880,927
Trade deposits, prepayments and other receivables 22 - -
Cash and bank balances 23 47,507 48,665
28,244,726 28,600,491

The annexed notes from 1 to 47 form an integral part of these financial statements.
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CHAKWAL SPINNING MILLS LIMITED

STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED JUNE 30, 2025

Page 2 of 36

2025 2024
Note Rupees Rupees
Sales 24 . -
Cost of sales 25 (111,887,464) (122,669,591}
Gross Loss (111,887,464) (122,669,591}
Distribution cost 26 - -
Administrative expenses 27 {6,847,445) {2,578,779)
(6,847,445) (2,578,779)
 Operating Loss (118,734,909) (125,248,370)
Finance cost 28 {2,028) (1,050,511)
Other operating expenses 29 (250,000) (250,000)
Other operating income 30 1,259,870 4,803,009
Loss before Taxation (117,727,067} {121,745,872)
Taxation 31 - -
Loss after Taxation {117,727,067) {121,745,872)
Loss per Share - Basic & Diluted 32 (0.97) (1.00)

The annexed nates from 1 to 41 form an integral part of these financial statements.

w '

CHAIRMAN

<

v

DIRECTOR

CHIEKFIN

}t{\/ OFFICER

)
\

o
Vs




CHAKWAL SPINNING MILLS LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2025

Page 3 of 36

2025 2024
Rupees Rupees
Loss after taxation (117,727,067) (121,745,872)

Other comprehensive income for the year

Items that will not be reclassified to profit or loss:

Impairment loss on property, plant & equipment

Total comprehensive loss for the year

{117,727,067)

{121,745,872)

The annexed notes from 1 to 41 form an integral part of these financial statements.
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CHAKWAL SPINNING MILLS LIMITED

STATEMENT OF CASH FLOW

FOR THE YEAR ENDED JUNE 30, 2025

2025

Page 4 of 36

2024

CASH FLOWS FROM OPERATING ACTIVITIES

Loss before taxation

Adjustments for:

Rupees

(117,727,067}

Rupees

(121,745,872)

- Depreciation 112,116,762 122,944,656
- Provision for gratuity 57,550 57,550
- Finance cost 2,028 1,050,511
112,176,340 124,052,717
Operating profit before working capital changes (5,550,727) 2,306,845
{Increase) / decrease in current assets
- Loans and advances 30,000 4,147,607
- Trade deposits, prepayments and other receivables - 429,717
Increase / (decrease) in current liabilities
- Trade and other payables 4,149,950 {4,512,376)
4,504,557 64,948
Cash generated from operations (1,046,130) 2,371,793
Finance cost paid {2,028) (1,050,511)
Net Cash generated used in Operating Activities (1,048,158} 1,321,282
CASH FLOWS FROM INVESTING ACTIVITIES
Long term loans - employees | {35,000}]
Met Cash used in Investing Activities - (35,000}
CASH FLOWS FROM FINANCING ACTIVITIES
Short term borrowings - net - 618,189
Loan from directors and others 1,047,000 (1,508,000)
Net Cash used in Financing Activities 1,047,000 (1,289,811)
Net decrease in cash and cash equivalents {1,158) (3,530)
Cash and cash equivalents at the beginning of the year 48,665 52,195
47,507 48,665

The annexed notes from 1 to 41 form an integral part of these financial statements,
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CHAKWAL SPINNING MILLS LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2025

FPage 5 of 36

Surplus on
revajuation of

Particulars Share Capital [Accumulated Loss| Loan from Directors Total
property, plant
& equipment
Rupees Rupees Rupees Rupees Rupees
Balance as at June 30, 2023 607,881,000 {B93,697,878) 42,375,000 118,116,081 {125,325,797)
Conversion of Directors Loan from short term - - 76,401,547 76,401,547
Impact of Revaluation of PPE - - 1,515,179,832  1,515,179,832
Loss for the Year - (121,745,872} - {121,745,872)
Transfer from surplus an revaluation of property,
ptant and equipment in respect of incremental
depreciation charged in current year - net of
deferred tax - 36,021,389 - (36,021,389) -
Balance as at June 30, 2024 607,881,000 (979,422,361) 118,776,547  1,597,274,524  1,344,509,710
Conversian of Directors Loan from short term - - -
Impact of Revaluation of PPE - - - - .
Loss for the Year B (117,727,067} - - (117,727,067)
Other comrehensive loss for the year - - . - -
*Transfer from surplus on revaluation of praperty,
plant and equipment in respect of incremental
depreciation charged in current year - net of
deferred tax - 2,662,604 - (2,662,604} -
Balance as at June 30, 2025 607,881,000 (1,094,4B6,824) 118,776,547  1,594,611,920  1,226,782,643

The annexed notes from 1 to 41 form an integrol part of these financial statements.
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Note 1
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CHAKWAL SPINNING MILLS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2025

"The Company and its Operations

Wate 2

The Company was incorporated in Pakistan on January 31, 1988, as a Public Limited Company., its shares are quoted on the Pakistan
Stock Exchange Limited. The registered office of the Company is situated at 7/1, E-ll, Main Boulevard, Gulberg lIl, Lahore, while the
production plants of the Company are located at 49 km, Multan Road, Bhai Phero. The Company is engaged in the business of textile
spinning.

Basis of Preparation

2.1

2.2

Statement of compliance

These financial statements have been prepared in accordance with the accounting and reporting standards as applicable in Pakistan.
The accounting and reparting standards applicable in Pakistan comprise:

International Financial Reporting Standard {IFRS) issued by the International Accounting Standards Board {lASB) as notified under the
Companies Act, 2017; and

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

Where provisians of and directives issued under the Companies Act, 2017 differ from the IFRS, the provisions of and directives issued
under the Companies Act, 2017 have been followed.

Appropriateness of the Going Concern Assumption

The Company has incurred a loss after tax of Rs. 117.727 million (2024: Rs. 121.745 miltion) and at year-end, its accumulated losses
stood at Rs. 1094.487 million {2024: 979.422 million). Its current liabilities exceed its current assets by Rs. 756.861 million (2024: Rs.
751.633 million}. The Company has suspended its operations since March 2020. The Company to carry on its business and to meet its
current abligations requires generating sufficient cash flows, The Company has breached the terms of the loan/financing agreements
and is unable to make timely repayments of its lean/financing, including markup/interest thereon. The banking companies also filed
suits against the Company for recovery of outstanding balances and related interest accrued thereon. Accordingly there is a material
uncertainly relating to the Company's operation that may cast sufficient doubt on the discharge of its liahilities in the normal course
of business. Continuation of the Company as a going concern s dependent on improved cash flows, These factors raise doubts
about the Company's ability to continue as a going concern, However, these financial statements have been prepared on going
concern basis based on the following plans. For this purpose the management of the Company has drawn up plans te mitigate these
conditions which include:-

- The Company plans te expand into the rapidly growing IT sector, focusing en cloud computing, data centers, software development,
and other [T-related services. This includes the development and operation of clould-based infrastructure and the provision of
tailored IT solutions to meet market demands.

- In alignment with strategic shift, the company will undergo a rebranding process, including a name chanee and amendments to it
memorandum of association to reflect its focus on IT and to expand its scope of activities in this sector.

- A key component of the diversification strategy involves the establishment of Pakistan's first cloud data center. This initiative
capitalizes on the national clould policy, which mandates the storage of data within Pakistan, positioning the company to address an
estimated USD 750 market opportunity.

- The company has entered into an agreement with Intermarket Securities Limited {151} to raise PKR. 1.0 billion through equity
injections. The funding will be sourced from the Company's sponsars and private investors, with ISL praviding advisary services ta
facilitate fund raising and ensure regulatary compliance.
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Notes to and Forming Part of the Financial Statements

2.3

2.4

2,5

- In parallel with the IT diversification, management is working to restarte the spinning unit operations, supported by a Balancing,
Modernization and Replacement {(BMR) plan. This initiative aims to position the Company for a return to production in the near term.

- The Company's sponsors and directors have reaffirmed their ongaing commitment to providing financial suppert, ensuring the
necessary resources to execute the business plan and meet financial obligations.

Given above strategic initiatives and the secured financial support, management believes the Company wilt continue as a gaing
concern and is well-positioned for long-term growth and financial stability.

Basis of measurement

These financial statements have been prepared under the historical cost convention except certain property, plant and equipment
that have been stated at revalued amount and retirement benefits which have been recognized at present value determined by
actuary. In these financial statements, except for the amounts reflected in the cash fliow statement, all transactions have been
accounted for on accrual basis.

Functional currency
These financial statements have been prepared in Pak Rupees which is the Company's functional currency.
Use of estimates and judgments

The preparation of financial statements in conformity with IFRSs requires management to make judements, estimates and
assumptions that affect the application of policies and reported amounts of assets, liabilities, income and expenses. These estimates
and related assumptions are based on historical experience and various other factors that are believed to be reasonable under the
circumstances, the result of which form the basis of making judgments abaut carrying values of assets and liabilities that are not
readily apparent from other sources. Actual results may differ from these estimates.

These estimates and related assumptions are reviewed an an on going basis. Accounting estimates are revised in the period in which
such revisions are made. Significant management estimates in these financial statements relate to the useful life and residual values
of praperty, plant and equipment; revalued amounts of property, plant and equipment; amortization of intangible assets; impairment
of assets; provisions for defined benefit obligations; taxation; and contingent liabilities. However, the management believes that the
change in outcome of estimates would not have a material effect on the amaunts disclosed in these financial statements.
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*  Notes to and Ferming Part of the Finoncial Statements

3 Initial application of a standard, amendment or interpretation to an existing standard

3.1  Amendments to accounting standards that are effective for the year ended June 30, 2025
The following amendments to accounting standards are effective for the year ended June 30, 2025. These amendments are either not
relevant to the Company's cperations or are not expected to have a significant impact on the Company's financial statements other
than certain additional disclosures. '
Amendments to |AS 1 ‘Presentation of Financial Statements' and IFRS practice statement 2 - Disclosure of accounting
policies
Amendments to |AS 8 "Accounting Policies, Changes in Accounting Estimates and Errors’ - Definition of accounting
estimates
Amendments to |AS 12 'Income Taxes’ - Beferred tax related to assets and liabilities arising from a single transaction
Amendments to 1AS 12 'Income taxes' - International Tax Reform — Pillar Two Model Rules
Due to the adoption of Amendments to 1AS 1 ‘Presentation of Financial Statements’ - Disclosure of accounting policies effective fram
January 01, 2023. The word ‘'significant’ has been replaced with ‘material’ as reflected in related note of accounting potices {note 4).
Although the amendments did not result in any changes to the accounting policies themselves.

3.2

New Standard and amendments to accaunting standards that are not yet effective have not been early adopted by the company

The following new standard and amendments are only effective for accounting periods, beginning on or after the date mentioned
against each of them, These amendments are either not relevant to the Company's operations or are not expected to have significant
impact on the Company's financial statements other than certain additional disclosures,

Effective fram accounting period
beginning on or after

Amendments to IFRS 16 'Leases’ - Clarification on how seller-lessee subsequently measures sale 1-Jan-24
and leaseback transactions

Amendments to 1AS 1 'Presentation of Financial Statements’ - Classification of liabilities as 1-Jan-24
current or non-current along with Nan-current liabilities with

Amendments to [AS 7 'Statement of Cash Flows' and IFRS 7 'Financial instruments disclosures' - 1-Jan-24
Supplier Finance Arrangements

Amendments to 1AS 21 The Effects of Changes in Foreign Exchange Rates' - Clarification on how 1-Jan-25
entity accounts when there is long term lack of

IFRS 17 - 'lnsurance Contracts' {including amendments made in June 2020 and December 2021) 1-Jan-26
Amendments IFRS 9 ‘Financial Instruments’ and IFRS 7 ‘Financial instruments disclosures' - 1-Jan-26
Classification and measurement of financial instruments

Other than the aforesaid amendments, the International Accaunting Standards Board {IASB} has also issued the following
standards which have not been adopted locally by the Securities and Exchange Commission of Pakistan (SECP):

- IFRS 1 - First Time Adoption of International Financial Reporting Standards

- IFRS 18 - Presentation and Disclosures in Financial Statements

- {FRS 19 - Subsidiaries without Public Accountability: Disclosures
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Note 4

Significant Accaunting Policies

4.1

4.2

4.3

4.4

Employee retirement benefits

The company operates an unfunded and unapproved gratuity scheme for its employees, which is a defined benefit plan based upon
the last salary drawn by an employee. Present value of defined benefit obligation is calculated on the basis of actuarial valuation at
the end of the year. The valuation in these accounts is warked out on the Projected Unit Credit Actuarial Cost methed.

Any Actuarial gains and losses are recognized immediately in the statement of other Comprehensive income.
Provisions

A provision is recognized in the statement of financial position when the Company has a legal or constructive obligation as a result of
a past event and it is probable that an outflow of economic benefits will be required to settle the cbligation and a reliable estimate
of the amount can be made. Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate,

Trade and other payables
Trade and other payables are recognized initially at fair value net of directly attributable cost, if any.

Taxation

Income tax on the profit or loss for the year comprises current and deferred tax. Income tax expense is recognized in the profit and
loss account except to the extent that relates to items recognized directly in equity, in which case it is recognized in equity.

Current

Charge for the current taxation for the year is based an taxable income at the current rates of taxation after taking intc account tax
rebates and credits available, if any.

Deferred

Deferred tax is accounted for using the balance sheet liability method in respect of all temporary differences arising from differences
between the carrying amount of assets and liabilities in the financial statements and the corresponding tax bases used in the
computation of the taxable profit. Deferred tax liabilities are generally recognized for all taxable temporary differences and deferred
tax assets are recognized to the extent that it is probable that taxable profits are available against which the deductible temporary
differences, unused tax losses and tax credits can be utilized,

Carrying amount of all deferred tax assets is reviewed at each balance sheet date and adjusted to the appropriate extent, if it is no
longer probable that sufficient taxable profits would be available to attow alt or part of deferred tax assets to be utilized. Tax rates
enacted at the balance sheet date are used to determine deferred income tasx.
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Note 4 - Significant Accounting Policies ... Contd.

4,5

4.6

4.7

4.8

4.9

Property, plant and equipment

Owned

Property, plant and equipment are stated at cost/revalued amount less accumulated depreciation and identified impairment losses
except free hold (and which is stated at Cost. Cost of property, plant and equipment consists of historical cost, borrowing cost
pertaining to the construction and erection period and directly attributable cost of bringing the assets into working condition.

Bepreciation is charged to income on reducing balance method at the rates specified in Note 15. Depreciation of an asset begins when
it is available for use and ceases at the earlier of the date that the asset is classified as held for sale as per IFRS 5 and the date that
the asset is derecognized. Where an impairment loss is recognized, the depreciation charge is adjusted in the future periods to
allocate the asset’s revised carrying amount over its estimated useful life.

Maintenance and normal repairs are charged to income as and when incurred. Major renewals and replacements are capitalized.
Gains or losses on disppsal of property, plant and equipment are included in the current year income.

Stock and stores

These have been valued at the lower of cost and net realizable value. Cost has been determined as follows:

Stores and spare parts - at moving average cost

Raw materials - at average cost

Wark in process - at average manufacturing cost using average cost method

Finished goods - at average manufacturing cost

Gouods in transit - at cost comprising invoice value plus other charges incurred thereon

Manufacturing cost in relation to work in process and finished goods comprises cost of material, labor and appropriate manufacturing
overheads. Net realizable value signifies the estimated selting price in the ordinary course of business less necessary cost to make the
sale.

Trade debts and other receivables

These are classified at amortized cost and are initially recognized when they are criginated and measured at fair value of
consideration receivable. These assets are written off when there is no reasonable expectation of recovery. Actual credit loss
experience over past years is used to base the calculation of expected credit loss.

Related party transactions

All transactions involving related parties arising in the normal course of business are canducted at arm's length at normal commercial
rates on the same terms and conditions as third party transactions using valuation modes, as admissible, except in extremely rare
circumstances where, subject to the approval of the board of directars, it is in the interest of the Company to do so.

Dividend distribution

Dividend distribution to the company’s sharehalders is recognized as a liability in the financial statements in the period in which the
dividends are approved by the Company's shareholders.
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Note 4 - Significant Accounting Policies ... Contd.

4.10

4.12

4,121

Cash and cash equivalents

Cash and cash eguivalents are carried at cost. For the purpose of cash flow statement, cash and cash equivalents comprise cash in
hand and cash at banks in current accounts,

Revenue recognition

The Company is in the business of sale of textile products. Revenue from contracts with customers is recognized at the point of time
when control of the goods is transferred to the customer (generally on delivery of the goods) at an amount that reflects the
consideration to which the Company expects to be entitled in exchange for those goods. The Company has generally concluded that it
is the principal in its revenue arrangements, because it typically controls the goods before transferring them to the customer.

The Company considers whether there are other promises in the contract that are separate performance obligations to which a
portion of the transaction price needs to be allocated (e.g. warranties}. In determining the transaction price for the sale of goods,
the Company considers the effects of variable consideration, the existence of significant financing components, non-cash
consideration, and consideration payable to the customer (if any).

Revenue from contracts with customers

Sale of Goods

Sale of goods is recognized when the Company has transferred control of the products to the customers and there is no unfulfilled
obligation that could affect the customer's acceptance of the products.

Contract assets

Contract assets arise when the Company performs its performance obligations by transferring goods to a custemer befare the
customer pays its consideratian or before payment is due.

Contract Habilities

Contract liability s the obligation of the Company to transfer goods to a customer for which the Company has received consideration
from the customer. If a customer pays consideration before the Company transfers goods, a contract liability is recognized when the
payment is made. Contract liabilities are reconnized as revenue when the Company performs its performance obligations under the
cantract.

Financial instruments

Financial assets

All financial assets are recognized at the time when the Company becomes a party to the contractual provisions of the instrument,
Regular purchases and sales of financial assets are recognized and derecognized, as applicable, using trade-date accounting or
settlement date accounting.
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Note 4 - Significant Accounting Policies ... Contd.

4,42.1.1 Classification

The Company classifies its financial assets in the following categories: at amortized cost, at fair value through other comprehensive
income and at fair value through profit or loss. The classificatian is based on the Company's business model for managing the financial
assets and the contractual cash flow characteristics of the financial asset. The management determines the classification of its
financial assets at the time of initial recognition.

a) Financial assets at amortized cost

A financial asset is measured at amortized cost if the financial asset is held within a business madel whose objective is to hold
financial assets in order to collect contractual cash flows and the contractual terms of the financial asset give rise on specified dates
to cash flows that are solely payments of principal and interest on the principal amount outstanding.

b) Financial assets at fair value through other comprehensive income

A financial asset is measured at fair value through other comprehensive income if the financiat asset is held within a business model
whose ohjective is achieved by both collecting contractual cash flows and selling financial assets and the contractual terms of the
financial asset give rise on specified dates to cash flows that are solely payments of principal and interest on the principal amount
outstanding.

¢) Financial assets at fair value through profit or loss

A financial asset is measured at fair value through profit or loss unless it is measured at amortized cost or at fair value through other
comprehensive income. However, the Company can make an irrevocable election at initial recognition for particular investments in
equity instruments that would otherwise be measured at fair value through profit or toss to present subsequent changes in fair value
in other comprehensive income unless these are held for trading in which case these have to be measured at fair value through profit
or loss. The equity investments of the Company held in short term investments are classified at fair value through profit or loss
because they are frequently traded, )

Reciassification

When the Company changes its business model for managing financial assets, it reclassifies all affected financial assets accordingly.
The Company applies the reclassification prospectively from the reclassification date,

In case of reclassification out of the amortized cost measurement category to fair value through profit or loss measurement category,
fair value of the financial asset is measured at the reclassification date, Any gain or loss arising from a difference between the
previous amartized cost and fair value is recognized in profit or loss.

In case of reclassification out of fair value through profit or loss measurement category to the amortized cost measurement category,
fair value of the financial asset at the reclassification date becomes its new gross carrying amount.

In case of reclassification out of the amortized cost measurement category to fair value through other comprehensive income
measurement category, fair value of the financial asset is measured at the reclassification date. Any gain or loss arising from a
difference between the previous amortized cost and fair value is recognized in other comprehensive income. The effective interest
rate and the measurement of expected credit lasses are not adjusted as a result of the reclassification.
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* Note 4 - Significant Accounting Policies ... Contd.

4.12.1.2

4.12,1.3

4.12.1.4

In case of reclassification out of fair value through other comprehensive income measurement category to the amortized cost
measurement category, the financial asset is reclassified at its fair value at the reclassification date. However, the cumulative gain or
loss previously recognized in other comprehensive income is removed from equity and adjusted against the fair value of the financial
asset at the reclassification date. The effective interest rate and the measurement of expected credit losses are not adjusted as a
result of the reclassification.

In case of reclassification out of fair value through profit or loss measurement category to the fair value through other comprehensive
income measurement category, the financial asset continues to be measured at fair value.

In case of reclassification out of fair value through other comprehensive income measurement category to the fair value through
profit or loss measurement category, the financial asset continues to be measured at fair value. The cumulative gain ar loss
previously recognized in other comprehensive income is reclassified from equity to profit or loss as a reclassification adjustment at
the reclassification date.

Initiaf recognition and measurement

All financial assets are recognized at the time when the Company becomes a party to the contractual provisions of the instrument.
Regular purchases and sales of investments are recognized on trade-date - the date on which the Company commits to purchase or
sell the asset,

Except for trade receivables, financial assets are initially recognized at fair value plus transaction costs for all financial assets not
carried at fair value through profit or loss. Financial assets carried at fair value through profit or loss are initially recognized at fair
value and transaction costs are expensed in the profit and loss account, Dividend income from financial assets at fair value through
profit or loss is recognized in the profit and loss account when the Company's right to receive payments is established. Trade
receivables are initially measured at the transaction price if these do not contain a significant financing component in accordance
with IFRS 15. Where the Company uses settlement date accounting for an asset that is subsequently measured at amartized cost, the
asset is recognized initially at its fair value on the trade debt.

Subsequent measurement
Far the purpose of measuring financial assets after initial recognition, these are classified into the following categories:

- financial assets at amortized cost;
- financial assets at fair value through other comprehensive income; and
- financial assets at fair value through profit or loss.

Financial assets carried at amortized cost are subsequently measured using the effective interest method. Gain or loss on financial
assets not part of hedging relationship is recognized in profit or loss when the financial asset is derecognized, reclassified, through
the amortization process aor in order to recognize impairment gains or losses.

When the contractual cash flaws of a financial asset are renegotiated or otherwise modified and the renegatiation or modification
does not result in the derecognition of that financial asset, the Company recalculates the gross carrying amount of the financial asset
and recognizes a modification gafn or loss in profit or loss.

Financial assets ‘at fair value through other comprehensive income’ are marked to market using the closing market rates and are
carried in the balance sheet at fair value. Net gains and losses arising on changes in fair values of these financial assets are
recognized in other comprehensive income, Interest calculated using the effective interest rate method is credited to the statement
of profit or loss. Dividends on equity instruments are credited to the statement of profit or loss when the Company’s right to receive
payments is established.

Financial assets ‘at fair value through profit or loss’ are marked to market using the closing market rates and are carried in the
balance sheet at fair value. Net gains and losses arising on changes in fair values of these financial assets are taken to the profit and
loss account in the period in which these arise.

Fair values of quoted investments are based on current prices. If the market for a financfal asset is not active {and for unlisted
securities), the Company measures the fnvestments at cost less impairment in value, if any.
Derecognition
Financial assets are derecognized when:
- the contractual rights to receive cash flows from the assets have expired; or

- the Company has transferred its rights to recaive cash flows from the asset or has assumed an obligation to pay the
received cash flows in full without material delay to a third party under a ‘pass-through’ arrangement; and either:
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4.12.1.5

a) the Company has transferred substantially all the risks and rewards of the asset; or

b) the Company has neither transferred nor retained substantially all the risks and rewards of the
asset, but has transferred control of the asset.

The difference between the carrying amaunt and the consideration received is recognized in profit or {oss.

If the Company transfers a financial asset in a transfer that qualifies for derecognition in its entirety and retains the right to service
the financial asset for a fee, it recognizes either a servicing asset or a servicing liability for that servicing cantract,

When the Company has transferred its rights to receive cash flows from an asset or has entered into a pass through arrangement, it
evaluates if, and to what extent, it has retained the risks and rewards of ownership, When it has neither transferred nor retained
substantially all of the risks and rewards of the asset, nor transferred control of the asset, the Company continues to recognize the
transferred asset to the extent of its cantinuing involvement. In that case, the Company also recognizes an associated liability which
cannot be offset with the related asset. The transferred asset and the associated liability are measured on a basis that reflects the
rights and obligations that the Company has retained.

Continuing invalvement that takes the form of a guarantee over the transferred asset is measured at the lower of the original carrying
amount of the asset and the maximum amount of consideration that the Company could be required to repay.

If the Company’s continuing involvement is in only a part of a financial asset, the Company allocates the previous carrying amount of
the financial asset between the part it continues to recognize under continuing involvement, and the part it no longer recognizes on
the basis of the relative fair values of those parts on the date of the transfer. The difference between the carrying amount allocated
to the part that is no longer recognized and the consideration received for the part no langer recognized is recognized in profit or
loss.

Impairment of financial assets

The Caompany directly reduces the gross carrying amount of a financial asset when the Company has no reasonable expectations of
recovering a financial asset in its entirety or a portion thereof.

The Company recognizes a loss allowance for expected credit losses on a financial asset measured at amortized cost and through
ather comprehensive income, a lease receivable, a contract asset or a loan commitment and a financial guararitee contract. In case
of financial assets measured at fair value through other comprehensive income, loss allowance is recognized in other comprehensive
income and carrying amount of the financial asset in the statement of financial position is not reduced.,

The Company measures, at each reporting date, the loss allowance for a financial instrument at an amount equal to the lifetime
expected credit losses if the credit risk on that financial instrument has increased significantly since initial recognition. Where the
credit risk an a financial instrument has not increased significantly since the initial recognition, the Company measures the loss
allowance for that financial instrument at an amount equal to 12-month expected credit losses,

The Company always measures the loss allowance at an amount equal to lifetime expected credit losses for trade receivables or
cantract assets that result from transactions under iFRS 15 and lease receivables.

The Company recognizes the amount of expected credit losses (or reversal), that is required to adjust the loss allowance at the
reporting date to the amount that is required to be recognized, in the profit or {oss.
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4.12.2 Financial liabilities

4.12.2.1 Initial recognition and measurement

All financial liabilities are recognized at the time when the Company becomes a party to the contractual provisions of the instrument,

Financial liabilities are classified, at initial recognition, as financial Liabilities at amortized cost except for financial Uabilities at fair
value through profit or loss, financial liabilities that arise when a transfer of a financial asset does not gualify for derecognition or

. when the continuing invelvement approach applies, financial guarantee contracts, commitments to provide a toan at a below-market
interest rate and contingent consideration recognized in a business combination.

The Company does not reclassify any of its financial liabilities.

Financial liabilities are initially recognized at fair value minus transaction costs for all financial Liabilities not carried at fair value
through profit or loss. Financial liabilities carried at fair value through profit or loss are initially recognized at fair value and
transaction costs are credited in the profit and loss account.

The Company's financial liabilities include trade and other payables, loans and borrowings including Company overdrafts, financial
guarantee contracts and derivative financial instruments.

4,12.2,2 Subsequent measurement
The measurement of financial liabilities depends on their classification, as described below:

Financial lighilities at fair value through profit or loss

Such liabilities, including derivatives that are liabilities, are subsequently measured at fair value.

Financial liabilities at fair value through profit or toss include financial liabilities held for trading and financial Uabilities designated
upon initial recognition as at fair value through profit or loss,

Financial liabilities are classified as held for trading if they are incurred for the purpose of repurchasing in the near term. This
category also includes derivative financial instruments entered into by the Company that are not designated as hedging instruments in
hedge relationships. Separated embedded derivatives are also classified as held for trading unless they are designated as effective
hedging instruments.

The amount of change in the fair value that is attributable to changes in the credit risk of financial liability is presented in other
comprehensive income and the remaining amount of change in the fair value of the liability is presented in profit or loss.

Financial liabilities designated upon initial recognition at fair value through profit or loss are designated at the initial date of
recognition, and only if it eliminates or significantly reduces a measurement or recognition inconsistency or a group of financial
liabilities is managed and its performance is evaluated on a fair value basis, in accordance with a documented risk management or
investment strategy, and information about the group is provided internally on that basis to the Company’s key management
personnel. The Company has not designated any financial liability as at fair value through profit or loss.

Financial euarantee contracts and commitments to provide a logn at g below-market interest rate

Financial guarantee contracts issued by the Company are those contracts that require a payment to be made to reimburse the holder
for a loss it incurs because the specified debtor fails to make a payment when due in accordance with the terms of a debt instrument.
Financial guarantee contracts and commitments to provide a loan at a below-market interest rate are recognized initially as a Hability
at fair value, adjusted for transaction costs that are directly attributable to the issuance of the guarantee. Subsequently, the liability
is measured at the higher of the best estimate of the expenditure required to settle the present obligation at the reporting date and
the amount recognized less cumulative amortization.

Contingent consideration recognized in a business combination
These are subsequently measured at fair value with changes recognized in profit or loss.

All other liabilities

All other financial liabilities are measured at amortized cost using the EIR method. Gains and losses are recognized in profit or loss
when the liabilities are derecognized as well as through the EIR amortization process. Amartized cost is calculated by taking into
account any discount or premium on acquisition and fees or costs that are an integral part of the EIR. The EIR amortization {5 included
as finance costs in the statement of profit or loss.
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4,12.2.3 Derecognition

A financial liability is derecognized when the obligation under the liability is discharged or cancelled ar expired. Where an existing
financial liability is replaced by ancther from the same lender on substantially different terms, aor the terms of an existing liability are
substantially modified, such an exchange or modification is treated as a Derecognition of the original liability and the recognition of a
new liability, and the difference in respective carrying amounts is recagnized in the profit and loss account. The difference between
the carrying amount of a financial liahility extinguished or transferred to another party and the consideraticn paid, including any nen-
cash assets transferred or liabilities assumed, is recognized in profit or loss.

If the Company repurchases a part of a financial liability, the Company allocates the previous carrying amount of the financial
liability between the part that continues to be recognized and the part that is derecognized based on the relative fair values of those
parts an the date of the repurchase. The difference between the carrying amount allocated to the part derecognized and the
consideration paid, including any non-cash assets transferred or liabilities assumed, for the part derecognized is recognized in profit
or loss.

Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date in the principal, or in its absence, the most advantageous market to which the Company has
access at that date. The fair value of a liability reflects its pon-performance risk. When applicable, the Company measures the fair
value of an instrument using the quoted price in an active market for that instrument. A market is regarded as active if transactions
for the asset or liability take place with sufficient frequency and volume to pravide pricing information on an ongoing basis.
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4,16

4,17

When there is no quoted price in an active market, the Company uses valuation technigues that maximize the use of relevant
ubservable inputs and minimize the use of unobservable inputs. The chosen valuation technique incorporates all the factors that
market participants would take into account in pricing a transaction. The best evidence of the fair value of a financial instrument at
initial recognition is normally the transaction price i.e. the fair value of the consideration given or received. If the Company
determines that the fair value at initial recognition differs from the transaction price and the fair value is evidenced neither by a
quoted price in an active market for an identical asset or liability nor based on a valuation technique that uses only data from
ghservable markets, the instrument is initially measured at fair value, adjusted to defer the difference between the fair value at
initfal recognition and the transaction price. Subsequently, that difference is credited or charged ta the statement of profit or loss en
an appropriate basis over the life of the instrument but no later than when the valuation is supported wholly by abservable market
data or the transaction is closed out.

The Company's pelicy is to recognize transfers into and transfers out of fair value hierarchy levels as of the date of the event or
change in circumstances that caused the transfer.

Earnings per Share

The Company presents basic and diluted earnings per share (EPS). Basis 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 year, Diluted EPS is
determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted average number of ordinary shares
outstanding far the effects of all dilutive potential ordinary shares, if any.

Dividend to ordinary shareholders

Dividend to ordinary shareholders is recognized as a deduction form accumulated prafit in the statement of changes in equity and as a
liability in the Company's financial statements in the year in which the dividends are approved by the Board of Directors or the
Company's shareholders as the case may be.

Dff-setting of financial assets and financial liabilities

A financial asset and financial liability is offset and the net amount is reported in the statement of financial position if the Company
has a legally enforceable right to set-off the recognized amounts and intends either to settle on a net basis or to realize the asset and
settle the liability simultaneously.

Leases

The Company assesses at contract inception whether a contract is, or contains, a lease, That fs, if the contract conveys the right to
control the use of an identified asset for a period of time in exchange for consideration.

Company as a lesses
The Company applies a single recagnition and measurement approach for all leases, except for short-term leases and leases of low-
value assets. The Company recognizes lease liabilities to make lease payments and right-of-use assets representing the right to use
the underlying assets.

Right-of-use assets

The Company recognizes right-of-use assets at the commencement date of the lease (i.e., the date the underlying asset 1s available
for use). Right-of-use assets are measured at cost, less any accumulated depreciation and impairment losses, and adjusted for any
remeasurement of lease liabilities. The cost of right-of-use assets includes the amount of lease liabilities recognized, initial direct
costs incurred, and lease payments made at or before the commencement date less any lease incentives received. Right-of-use assets
are depreciated on a straight-line basis over the shorter of the lease term and the estimated useful lives of the assets.

If ownership of the leased asset transfers to the Company at the end of the lease term or the cost reflects the exercise of a purchase
option, depreciation is calculated using the estimated useful life of the asset, The right-of-use assets are also subject to impairment.
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i)

ii)

Lease liabitities

At the commencement date of the lease, the Company recagnizes lease liabilities measured at the present value of lease payments to
be made over the lease term. The lease payments include fixed payments (including in substance fixed payments) less any lease
incentives receivable, variable lease payments that depend on an index or a rate, and amounts expected to be paid under residual
value guarantees, The lease payments also include the exercise price of a purchase option reasanably certain to be exercised by the
Company and payments of penalties for terminating the lease, if the lease term reflects the Company exercising the optien to
terminate.

Variable lease payments that do not depend on an index or a rate are recognized as expenses (unless they are incurred to produce
inventories) in the period in which the event or condition that triggers the payment occurs.

In calculating the present value of lease payments, the Company uses its incremental borrowing rate at the lease commencement
date because the interest rate implicit in the lease is not readily determinable. After the commencement date, the amount of lease
liabilities is increased to reflect the accretion of interest and reduced for the lease payments made. In addition, the carrying amount
of lease liabilities is premeasured if there is a madification, a change in the lease term, a change in the lease payments {e.g.,
changes to future payments resulting from a change in an index or rate used to determine such lease payments} ar a change in the
assessment of an option to purchase the underlying asset. The Company's lease liabilities are included in Interest-bearing loans.

Short-term leases and leases of low-value assets

The Company applies the short-term lease recognition exemption to its short-term leases of machinery and equipment {i.e., those
leases that have a lease term of 12 months or less from the commencement date and do not contain a purchase option). [t also
applies the lease of low-value assets recognition exemption to leases of office equipment that are considered to be low value, Lease
payments on short-term leases and leases of low value assets are recognized as expense on a straight-line basis over the lease term.

Company as a lessor

Leases for which the Company is a lessor are classified as finance or operating leases. Whenever the term of the lease transfers
substantially all the risks and rewards of ownership to the lessee, the contract is classified as a finance lease. All other leases are
classified as operating lease,

Rental income from operating leases is recognized on a straight-line basis over the term of the relevant lease. Initial direct costs
incurred in negaotiating and arranging an operating lease are added to the carrying amount of the leased asset and recognized on a
straight-line basis over the lease term.



. CHAKWAL SPINNING MILLS LIMITED Page 19 of 27
Notes to and Forming Part of the Financial Statements

Note 5
Issued, Subscribed and Paid up Capital

2025 2024 2025 2024
Number of shares Rupees Rupees
Ordinary shares of Rs. 5 each {2024: Rs. 5) fully paid in cash. 121,576,200 121,576,200 607,881,000 607,881,000
Note 6
Loan from Directors
2025 2024
Rupees Rupees
Loan from directors ’ 118,776,547 118,776,547

These interest free loans were obtained from the Directors of the Company to meet working capital requirements of the Company. These loans
are subordinated to finances from the directors and these are repayable at the discretion of the Company after the short term finances availed
from the banks. These are not measured at amortized cost, rather these are treated as equity at face value in accordance with the guideline
provided through TR 32 - “Accounting Directors’ Loan” as issued by the Institute of Chartered Accountants of Pakistan. A amount of Rs.
76,401,547 has been classified as long-term from show term borrowing with the approval of the board.

Note 7
Surplus on Revaluation of Property, Plant & Equipment
2025 2024
Rupees Rupees
Opening balance 82,094,692 118,116,081
Revaluation adjustment - 1,515,179,832
Impairment - -
82,094,692 118,116,081
Transfer to retained eamings in respect of net incremental depreciation (2,662,604} (36,021,389}
, Closing balance 79,432,088 82,094,692

The latest revaluation of freehold land was carried out as of June 29, 2024, by M/s. Diamond Surveyors Pakistan, based on their professional
assessment of the present market value, made inquiries about the cost of land of a similar nature, size, and lacation. Incremental depreciation
charged on revalued fixed assets is transferred to the statement of changes in equity to recard the realization of surplus to the extent of
incremental depreciation, Incremental depreciation represents the difference between the actual depreciation on building and the equivalent
depreciation based an the historical cost of building.
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Note 8

Lease Liability

2025 2024

Lease Payments | Finance Charge | Lease Payments | Finance Charge

- RUPEES-+-rerrrmmmmmmememm o mn s
Mot later than ane year 2,431,516 65,218 2,431,516 65,218
Later than one year and not later than five years - - - -
2,431,516 65,218 2,431,516 65,218

8.1  This represents lease finance facility of Auto Cone machine from Habib Metropolitan Bank Limited. The principal amount of lease
amount to Rs. 18 million carry mark-up @ 13.16% repayable in 36 equal monthly installments starting fram 18-05-2014. Last
installment was due on 18-05-2017 which is still cutstanding. The lease finance facility is under litigation, therefore, no markup is
further accrued due to litigation, payment of which depends upon decision of the Court.

: Note 9
Deferred Liabilities
2025 2024
Note Rupees Rupees
' Gratuity payable 9.1 6,497,903 6,440,353
Long term advances from customers 2.2 28,993,671 28,993,671
35,491,574 35,434,024
Less: Current portion {35,491,674) (35,434,024)
9.1  Staff Gratuity-Defined Benefit Plan
9.1.%4 The Company operates unfunded gratuity scheme for its employees that pays a lump sum gratuity to members on leaving company’s
service after completion of one year of continuaus service. The latest actuarial valuation was carried out by TRT Associates as on
December 31, 2023.
2025 2024
Rupees Rupees
9.1.2 Present value of defined benefit obligation 6,497,903 6,440,353
9.1,3 Movement in the present value of defined benefit abligation is as follows:
Present value of defined benefit obligation as at 1st July 6,440,353 6,382,803
Current service cost 57,550 57,550
Interest cost - .
Benefit paid - .
Present value of defined benefit obligation as at 30th June 6,497,903 6,440,353
9.1.4 Amount charge to profit and loss account
Current service cost 57,550 57,550
Interest cost - -
57,550 57,550
9.1,5 Allocation of charge for the year

Cost of sales 24 -
Administrative expenses 26 -
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9.1.6

9.1.7

Amount recognized in other comprehensive income are:

Actuarial loss due to experience adjustments - -

Key actuarial assumptions used;

Discount rate -
Expected rate of salary increase - -
Retirement age - -

Note 9 - Deferred Liabilities ... Cantd.

9.2  This represents an interest free and unsecured long term advance received from a custormer against the exclusive sale commitment of
a particular quality of waste to him for a period of six years. The same has been extended / renewed for a further period of three
years and shatl be adjusted in August 2025 or shall be extended / renewed for a further term as mutually agreed between the
parties. The amount of advance is being utilized by the Company in the ordinary course of business. According to IFRS, the amount of
advance should be recorded at amortized cost hawever the contract has been expired an August 2025, therefore due to immaterial
impact under IFRS-9, no change is recognized against this advance.
Note 10
"Trade and Other Payables
2025 2024
Note Rupees Rupees
Creditors - Unsecured 121,078,526 116,728,536
' Accrued liabilities 132,985,607 133,185,607
Other liabilities 2,033,396 2,033,396
Contract liabilities 72,574 72,574
Income tax payable 6,326,667 6,326,667
Sates Tax Payable 19,688,662 19,688,662
282,185,432 278,035,442
Note 11
Accrued Mark-up
2025 2024
Rupees Rupees
Accrued mark up on:
Liability against assets subject finance lease 174,539 174,539
- Shart term borrowings - HMBL 1.1 59,561,264 59,561,264
- Short term borrowings - BOP 11,2 8,042,894 8,042,894
: 67,778,697 67,778,697

11,2

The company has accrued markup up te June 2019. No mark-up has been charged for the year on the said barrowings in view of
litigation. Markup payable and the cost of funds payable are to be determined by the Court. Principat amount of the short-term
borrowings from Habib Metrapolitan Bank Limited {HMBL) is Rs. 357.501 millicn {2024: Rs. 357.501 million).

The company has accrued markup up to June 2019, No mark-up has been charged for the year on the said borrowings in view of
litigation. Markup payable and the cost of funds payable are to be determined by the Court. Principal amount of the shart-term
horrowings from Bank of Punjab (BOP) is Rs. 28.435 million (2024: Rs. 2B.435 million).



CHAKWAL SPINNING MILLS LIMITED Page 22 of 36

Nates to and Forming Part of the Financial Statements

" Hote 12
Short Term Borrowings
2025 2024
Note Rupees Rupees
Banking companies - Secured
v Rurning / cash finance - HMBL 121 357,501,678 357,501,678
- Running / cash finance - BOP 12.2 28,435,741 28,435,741
Related parties - Unsecured
- Loan from directars 12.3 1,047,000 -
386,984,419 385,937,419

12.1 These represent the utilized portion of short-term finance facilities of Rs. 357.502 million {2024: Rs. 357.502 millicn} availed from
Habib Metropalitan Bank Limited (HMBL) under mark-up arrangements. These are secured against current assets, fixed assets, and
personal guarantees of directars. Mark-up an the above facilities ranges from 3 months Kibor plus 2% per annum, payable gquarterly.

These facilities have expired on September 30, 2016, and are under litigation.

12.2 These represent the utilized portion of short-term finance facitities of Rs. 28.435 million (2024: Rs. 28,435 million) availed from Bank
of Punjab {BOP) under mark-up arrangements. These are secured against current assets, fixed assets, and personal guarantees of
directors. Mark-up on the abave facilities ranges from 3 months Kibor plus 2% per annum, payable quarterly. These facilities have

expired on September 30, 2016, and are under litigation. :
12.3 This represents interest free funds obtained from directors to meet working capital requirements of the Company.

Note 13
Unclaimed Dividend

As at June 30, 2025, unclaimed dividend of PKR 384,347 remain payable to shareholders. The Company has camplied with Section 244
of the Companies Act, 2017 by issuing the prescribed notices. Transfer to the Federal Government's account could not be made as no
sperative mechanism has been provided by the regutators, Accordingly, the balance is carried as a liability and will be paid to

shareholders on valid claim.
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Note 14
. Provision for Taxation - Net
2025 2024
Note Rupees Rupees
Balance at the beginning of the year 10,232,194 10,232,124
Add:  Provision for the year 14.1 - -
‘Less:  Adjustment against advance tax - -
10,232,154 10,232,194
14.1  Since there is no sales during the year hence no provision has been recarded under section 113 of Income tax ordinance 2001.
Mote 15

Contingencies and Commitments

15.1

15.2

15.4

Contingencies

Tax liability for Rs. 4,870,776 (2024: Rs. 4,870,776) has been demanded by the concerned assessing officer for the various assessment
years against which company has filed appeals. No provision for this amount has been made because the management is confident
that the decision shall be in favor of the company.

Habib Metropolitan Bank Limited (HMBL) filed a suit against the Cempany and Others before the Lahore High Court vide COS
No.126873/2018, wherein the Bank claimed recavery of Rs. 359,375 million inclusive of principal and mark up amounts. This suit is
still pending adjudication. The amount involved in this case is the same as claimed by the Bank. This case is being vigorously and
diligently contested by the Company and there are good chances of a favorable result in this case. Sufficient provision of markup have
been made in these financial statement.

The Company has filed a suit against Habib Metropelitan Bank Limited before the Lahore High Court vide COS No.219125/2018,
wheretn alang with other prayers recovery of Rs, 2,306.246 mitlion has also been claimed. This suit is still pending adjudication.
There is no scope of any loss to the Company in the instant matter. This case is being vigarously pursued by the Company.

Bark of Punjab (BOP) filed a suit against the Company before the Lahore High Court, wherein the Bank claimed recovery of Rs. 47.348
million inclusive of principal and mark up amounts. This suit is still pending adjudication. The amount involved in this case is the same
as claimed by the Bank. This case is being vigorously and diligently contested by the Campany and there are goad chances of a
favorable result in this case. Sufficient provision of markup have been made in these financial statement.

Certain government dues are payable by the company since 2019 in respect of Sales Tax Rs. 19.68 miltian, Income Tax Payable Rs.
6.326 million, Gas Bills Rs. 65.55 million and liability in respect of EOB| and PESS! of Rs. 1.955 million up to the reporting date, The

Company is exposed to be liabile for surcharge/penalties an these gavernment dues, however, management is determined to settle
alt government dues as per decision upon resuming business operations.

Commitments

There are no commitments of the company for the year ended June 30, 2025 (2024: Nil).
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16,1

The depreciation charge for the year has been allocated as under:

2025 2024
Note Rupees Rupees
Cost of sales 24 111,887,464 122,669,591
Administrative expenses 26 229,298 275,065
112,116,762 122,944,656

16.2 There has been no disposal of property, plant and equipment during the current year.

16.3

16.4

' 16,5

16.6

Particulars of immovable property (i.e. land and building} in the name of Company are as follows:

L Location / Address | Usage of immovable property | Total Area (In Kanals) | Covered Area (In sq. ft.) —l

49-Km, Multan Road,

Production unit 132.5

298,440

As per the valuation report of an independent valuer as of June 29, 2024 the forced sales value of revalued assets is Rs. 1,937.680 million.
The management believes that these values approximate to the values as on June 30, 2025. Break-up of forced sale value is as following:

Asset Forced Sale Value {Rs.)
Land 596,250,000
Building 656,818,200

Plant & Machinery 684,612,000

1,937,680,200

The revaluation of freehold land, building and plant & machinery was carded out on June 29, 2024 by M/s. Diamond Surveyors Pakistan, an
independent valuer on prevailing market prices.

Had there been no revaluation, the Cost, accumulated depreciation and boolk values of the revalued assets would have been as follows:

As at June 30, 2025 As at June 30, 2024
PARTICULARS Accumulated Written Down Accumulated Written Down
Cost . Cost .

Depreciation Value Depreciation Value

Rupees Rupees Rupees Rupees Rupees Rupees
Land 5,009,292 - 5,009,292 5,009,292 - 5,009,292
Building 356,307,236 296,881,979 59,425,257 356,307,236 290,279,173 66,028,063
Plant and machinery 1,099,851,692 736,238,350 363,613,342 1,099,851,692 717,100,806 382,750,886
Power house 145,165,634 56,545,854 88,619,780 145,165,634 46,699,212 98,466,422
Total 1,606,333,854 1,089,666,183 516,667,671 1,606,333,854 1,054,079,191 552,254,663
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Note 17
Long Term Loans
2025 2024
Note . Rupees Rupees
Loans to employees - (Secured - considered good)
- Due from executive 17.1 1,528,317 3,528,317
- Due from ather employees 1,535,741 1,535,741
5,064,058 5,064,058
Less: Current portion
- Due from executives {3,528,317) (3,528,317)
- Due from other employees (787,975} {787,975)
(4,316,292} (4,316,292)
747,766 747,766
17.1  Reconciliation of carrying amount of loan to executive:
Opening balance 3,528,317 3,528,317
Disbursement during the year - -
3,528,317 3,528,317
Recoveries during the year - -
Closing Balance 3,528,317 3,528,317

17.2  This represents interest free loans given to executives and other employees for construction of houses and other purpases as per the
Company's policy. These loans shall be recovered in monthly installments from satary and are secured against gratuity balances.

17.3  The maximum aggregate amaunt of loans due from executives and emplayees at the end of any month during the year was Rs, 5.064
million (2024: Rs. 5.064 million)

17.4 Long term loans have been carried at cost as the effect of carrying these balances at amortized cost would not be material.

Note 18
Long Term Depaosits
2025 2024
Rupees Rupees
Depaosits against:
- Utilities 30,332,744 30,332,744
- Margin on letter of guarantee 7,000 7,000
30,339,744 30,339,744
Hote 19
Trade Debts
2025 2024
Note Rupess Rupees
Local - Unsecured and considered good 19.1 - 324,607

19.
! Trade debts do not include any amount due fram related parties (2024: Nil).
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Note 20
Loans and Advances
2025 2024
Note Rupees Rupees
Current portion of loans to employees 17 4,316,292 4,316,292
* Advances - Considerad good
Suppliers and contractors - 30,000
Employees 20.1 - -
4,316,292 4,346,292
=0.1  Amount due from directars, chief executive and executives of the Campany is Nil {2024: Nil)
Note 21
Tax refunds due from the government
2025 2024
Rupees Rupees
Tax deducted at source and advance tax 7,098,105 7,098,105
Sales tax refundable - Net 16,782,822 16,782,822
23,880,927 23,880,927
Note 22
Trade Deposits, Prepayments and Other Receivables
2025 2024
' Rupees Rupees
Prepayments R -
Note 23
Cash and Bank Balance
2025 2024
Rupees Rupees
Cash in hand - -
Cash at bank - in current accounts 47,507 48,665
47,507 48,665
Note 24
Sales
2025 2024
Rupees Rupees

Lacal - Yarn Sales
Sales tax
Net sales
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Note 25
Cost of Sales
2025 2024
MNote Rupees Rupees
Salaries, wages and benefits 5.1 - .
Depreciation 16.1 111,887,464 122,669,591
111,887,464 122,669,591
25.1  This includes Rs. Nil {2024: Rs. Nil) in respect of employee benefits - gratuity scheme.
Note 26
Distribution Cost
2025 2024
Rupees Rupees
Freight and other charges - -
Note 27
Administrative Expenses
2025 2024
Note Rupees Rupees
salaries, wages and benefits 27.1 741,550 657,550
Director's remuneration - -
Repairs and maintenance - 23,500
Printing and stationery - 4,000
Fees and subscriptions 5,473,990 1,540,664
Advertiserment and publicity 78,000 78,000
Depreciation 16.1 229,298 275,065
Bad debts 324,607 -
6,847,445 2,578,779
27.1  This includes Rs. 57,550 (2024: Rs. 57,550) in respect of employee benefits - gratuity scheme.
Note 28
Finance Cost
2025 2024
Rupees Rupees
Bank charges and commission 2,028 1,050,511
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Note 29
Other Operating Expenses
2025 2024
Note Rupees Rupees
Auditors' remuneration 291 250,000 250,000
29.1  Auditors' remuneration
Audit fee 250,000 250,000
Half yearly review and code of corporate governance - -
250,000 250,000
Note 30
Other Operating Income
' 2025 2024
Note Rupees Rupees
Other income 1,259,870 4,803,009

Note 31
Taxation

Current - for the year
Deferred - for the year

3.1 The relationship between tax expense and accounting profit is not presented in these financial statements, as the Company has
declared an accounting loss for the year. Since there are no sales during the year, no provision for taxation is accounted for during
the current year based on the minimum tax u/s 113 of the Income Tax Ordinance, 2001. A deferred tax liability due to certain
temporary timing differences amounting to Rs. 277.433 million {2024: Rs. 272.537) million as at the year-end has not been accounted

for in view of the uncertainty of the revival of business operations,

31.2  As a matter of prudence, deferred tax asset amounting to Rs. 71.95 millien (2024: 70.02 million) arising mainly due to brought
forward losses amounting to Rs. Z41.46 million (2024: 241.456 million) has not been recognized in the current year, as the attributable

temporary differences are not expected to reverse in the foreseeable future.

Note 32
l.oss per Share
2025 2024
Rupees Rupees
Loss after taxation Rupees (117,727,067) (121,745,872}

Weighted average number of ordinary shares cutstanding during the

year

Loss per share - basic & diluted

Number of shares

Number 121,576,200 121,576,200

Rupees {0.97) {1.00)

32,1 There is no dilution effect on the basic loss per share of the Cempany as the Company has no such commitments that would result in

dilution of earnings of the Company.
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Note 33

Remuneration of Chief Executive, Directors’ and Executives

3341

33.2

Note 34

The aggregate amounts charged in the accounts for the year as remuneration and benefits to the chief executive, directors and
executive of the Company are as follows:

2025 2024
Director Executives Director Executives

Managerial Remuneration - - - .

Number of persens 0 G 0 0
Neither any director remuneration nor any meeting fee have been paid to any director of the Company.

No remuneration has been paid to chief executive officer of the Company during the year.

Transactions with Related Parties

Note 35

The related parties comprise associated companies, related group companies, directors and key management personnel. Transactions
with related parties and associated companies, other than remuneration and benefits to key management personnel under the terms
of their employment are as follows:

Particulars Relationship 2025 2024

Rupees in ‘000"

Short term funds (paid) / availed from directors Directar {1,047) (1,908)

Expenses paid by Yousaf Weaving Mills Limited on behatlf

of Chakwal Spinning Mills Associate-Common Directorship - -

Financial Risk Management

35.1

a)

Financial risk factors

The Company's activities expose it to a variety of financial risks; market risk {including currency risk, other price risk and interest rate
risk}, credit risk and liquidity risk, The Campany's averall risk management policies facus on the unpredictability of financial markets
and seek to minimize potential adverse effects on the financial performance.

Risk management is carried out by the Board of Directars (the Board). The Beard pravides principles for overall risk management as
well as policies covering specific areas such as currency risk, other price risk, interest rate risk, credit risk and liquidity risk,

Market Risk

‘Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of changes in foreign
currercy, interest rate, commodity price and equity price that will effect the Company's income or the value of its holdings of
financial instruments,

i} Currency Risk

Currency risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of changes in foreign
exchange rates. Currency risk arises mainly from future commercial transactions or receivables and payables that exist due to
transactions in foreign currencies. The Company has na receivable / {payable) balance in fareign currency.

if) Other Price Risk

Cther price risk represents the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes
in marker prices (other than those arising from interest rate risk or currency risk}, whether those changes are caused by factors
specific to the individual financial instrument or its issuer, or factors affecting all similar financial instrument traded in the market.
The Company is nat exposed to equity and commadity price risk.
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iii) Interest Rate Risk

This represents the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in market
interest rates.

The Company has no significant long-term interest-bearing assets. The Company's interest rate risk arises from long term financing,
lease liabilities and shart term horrowings. As the borrowings are obtained at variable rates, these expose the Company to cash flaw

inkterest rate risk,

At the balance sheet date the interest rate profile of the Company's interest bearing financial instruments was:

2025 2024
Rupees Rupees
Floating rate instruments
Financial Liabilities
Short term borrowings 357,501,678 357,501,678

Cash flow sensitivity analysis for variable rate instruments

A change of 100 basis points in interest rates at the reporting date would have increased / (decreased) equity and profit or loss by Rs,
3.575 (2024: Rs. 3.575) million. This analysis assumes that all other variables, in particular foreign currency rates, remain constant.
This analysis is prepared assuming that amounts of assets and liabilities outstanding as at the reporting date have been cutstanding
for the entire year,

Nate 35 - Financial Risk Management ... Contd.

b)

Credit Risk

Credit risk represents the risk that one party to a financial instrument will cause a financial lass for the other party by failing to
discharge an obligation. Carrying amounts of financial assets represent the maximum credit exposure. The maximum exposure to
credit risk at the reporting date was as follows:-

2025 2024
Rupees Rupees
Long term loans 747,766 747,766
Long term deposits 30,339,744 30,339,744
Trade debts - 324,607
l.oans and advances 4,316,292 4,346,292
Trade Depasits, Prepayments and Other Receivables - -
Cash and bank balances : 47,507 48,665
The aging of trade debts at balance sheet date is as follows:
1- 30 days - -
31 - 60 days - -
61 - 120 days - -
- 324,607

120 days and above

- 324,607
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The Company believes that it is not exposed to major concentration of credit risk as its exposure is spread over a large number of
parties and trade debts are subject to specific credit ceilings based on customer credit history.

The credit quality of bank balances that are neither past due nor impaired can be assessed by reference to external credit ratings (if
available) or to historical information about counter party defauit rate:

Date of ) Credit Rating
Name of Bank Rating Rating Agency Short-term T Long-term
Habib Metropolitan Bank Limited Jul-25 PACRA A-1+ AA+
Meezan Bank Limited Jul-25 JCR-VIS A1+ AAA
Bank of Punjab Jul-25 PACRA A1+ AA+
Habib Bank Limited Jul-25 JCR-VIS A1+ AAA

c) Liquidity Risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with financial labilities. The
Company manages liquidity risk by maintaining sufficient cash and the availability of funding through an adequate amount of
cammitted credit facilities. As at the balance sheet date, the Company had Rs. 385 million {2024: Rs. 385 millions} worth short term
borrowing limits available from financial institutions and Rs. 0.048 millicn {2024: Rs 0.049 million) cash and bank balances. Following
are the contractual maturities of financial liabilities, including interest payments.

Contractual maturities of financial liabilities as at June 30, 2025

Carrying Contractual Less then Between 5 years
Amount Cash Flows 1 year 1 to 5 years and above
Rupees Rupees Rupees Rupees Rupees
Trade and other payables 282,021,705 282,021,705 282,021,705 - -
Accrued mark- up 67,778,697 67,778,697 67,778,697 - -
Short term finances 357,501,678 357,301,678 357,501,678 - -
Current portian of non current
liabilities 37,923,139 37,923,139 37,923,139 - -

Contractual maturities of financial liabilities as at June 30, 2024

Carrying Contractual Less then Between 5 years
Amount Cash Flows 1 year 1to 5 years and above
Rupees Rupees Rupees Rupees Rupees
Trade and other payables 278,035,442 278,035,442 278,035,442 - -
Accrued interest 67,778,697 67,778,697 67,778,697 - -
. Shart term borrowings 357,501,678 357,501,678 357,501,678 - .
C .
urrent partion of nan current 37,865,589 37,865,589 37,865,589 . .

tabilities
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{d)

35.2

35.3

Note 36

The contractual cash flows relating to the above financial Habilities have been determined an the basis of interest rates / mark up
rates effective as at 30th June. The rates of interest mark up have been disclosed in Note 14 to these financial statements.

Fair value of financial instruments

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction in the principal
market at the measurement date under current market conditions regardless of whether that price is directly observable or estimated
using another valuation technique,

As at June 30, 2025 the net fair value of all financial assets and financial liabilities are estimated to approximate thefr carrying
values.

Financfal assets which are tradable in an open market are revalued at the market prices prevailing en the reporting date. The fair
values of all other financial assets and liabilities are not considered to be significantly different from their carrying values.

The Company classifies the financiat instruments measured in the statement of financial position at fair value in accordance with the
following fair value measurement hierarchy:

Level 1 Quoted market prices
tevel 2 Valuation techniques (market observable)
Level 3 Valuation techniques {non market abservable)

Financial instruments by categories

2025 2024
Financial asset as at amortized cost Rupees Rupees
Long term [oans 747,766 747,766
Long term deposits 30,339,744 30,339,744
Trade debts - 324,607
Short term loans to employees 4,316,292 4,346,292
Trade Deposits, Prepayments and Other Receivables - -
Cash and Bank Balance 47,507 48,665
Financial liabilities at amortized cost
Trade and other payables 282,021,705 278,035,442
Accrued mark- up ' 67,778,697 67,778,697
Short term borrowings 357,501,678 357,501,678

Fair values of financial assets and liabilities

Carrying values of all financial assets and liabilities reflected in these financial statements approximate to their fair values. Fair value
is determined on the basis of objective evidence at each reporting date.

Capitatl Risk Management

While managing capital, the abjectives of the Company are to ensure that it continues to meet the going concern assumption,
enhance shareholders' wealth and meets stakeholders' expectations. The Company ensures its sustainable growth viz, maintaining
optimal capital structure, keeping its finance cost low, exercising the option of issuing right shares or repurchase shares, if possible,
selling surplus praperty, plant and equipment withaut affecting the optimal production and operating levet, and regulate its dividend
payout thus maintaining smoath capital management.

In line with others in the industry, the Company manitors capital on the basis of the gearing ratio. This ratio is calculated as net debt
divided by total capital. Net debt is calculated as total borrowings (including current and non current) less cash and cash equivalents.
Total capital is calculated as equity as shown in the balance sheet plus net debt,

As on the balance sheet date, the gearing ratio of the Company was as under:
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2025 2024
Rupees Rupees
Total borrowings 543,684,105 542,579,555
Cash and bank balances {47,507) (48,665)

542,530,890

Net Debt 543,636,598
Equity 1,226,782,643

1,344,509,710

Total capital employed 1,770,419,244

1,887,040,600

Gearing Ratio 30.71% 28.75%
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Note 37
Entity- Wise Information

37.t  The Company constitutes of a single reportable segment, the principal classe of product is yarn,
37.2  Information about geographical areas
The Company does not hold non-current assets in any foreign country. All of the Company sales are local.
37.3  Information about major customers
The Company does not have transactions with any external custemer which amount to 10 percent or more of its revenues.
Note 38
Plant Capacity and Production
2025 2024
Rupees Rupees
Number of spindles installed 33,468 33,468
Installed capacity in 20's count {Kgs} - approximately 11,168,743 11,168,743

Actual production after conversion into 20's count (Kgs) -

It is difficult to describe precisely the under utitization of production capacity in spinning since it fluctuates widely depending on
various factors such as count of yarn spun, spindles speed, etc. It also varies according to the pattern of production adopted in

particular year.,

Note 39
Number of Employees
2025

2024

Note Rupees
Employees as at June 30,
Permanent 39.1 1
Temporary .

Average employees during the year
Permanent 1
Temporary -

39.1  Includes factory employees as at June 30, -

Rupees
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Note 40
Authorization of Financial Statements

These financial statements were authorized for issue on 06 October 2025 by the Board of Directors of the Company.

Note 41
General

Corresponding figures have been reclassified wherever necessary to reflect more appropriate presentation of events and transactions for the
purpose of comparisan in accordance with the accounting and reporting standards as applicable in Pakistan.
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Form of Proxy - 38" Annual General Meeting

The Corporate Secretary Folio # /
Chakwal Spinning Mills Limited CDC A/C #,
7/1 E-3 Main Boulevard Gulberg lll, Lahore Participant I.D
Account #
Shares held
I/We of
being a member (s) of CHAKWAL SPINNING MILLS LIMITED hold ordinary shares
hereby appoint  Mr./Mrs./Miss of
or failing him/her
of as my /our Proxy to attend and vote for me/us and on

my/our behalf at the 38" Annual General Meeting of the Company to be held on Tuesday, 287
October, 2025 at 10:30 a.m at the registered office 7/1 E-lll, Main Boulevard, Gulberg I,
Lahore.

Signed this day of 2025,

NOTE

1. This Farm of proxy, duly completed and signed, must be received at the registered office of
the company, at 7/1 E-3 Main Boulevard Gulberg [ll, Lahore Pakistan, not less than 48 hours
befare the time of holding the meeting.

2. If a member appoints more than one proxy and more than one instruments of proxy are
deposited by a member with the company, all such instruments of proxy shall be rendered

invalid.
1. Witness:
Signature AFFIX
Name REVENUE
Address STAMP of Five rupees
CNIC
1.  Witness:
Signature Signature
Name
Address (Signature  appended  above
should agree with the specimen
CNIC signatures registered with the

Company.)



