Annual Report ~0717

J.K. SPINNING MILLS LIMITED






02
04
06
10
18
19
20
22
24
25
27
28
30
31
32
33
34
76
77
79

Company Information

Vision & Mission

Chairman’s Review

Directors' Report

Directors' Report urdu

Vertical Analysis & Horizontal Analysis Based on Year 2013

Key Operating and Financial Results

Statement of Compliance with best Practices of Corporate Governance
Review Report to the Members

Notice of Annual General Meeting

Auditors’ Report to the Members

Balance Sheet

Profit & Loss Account

Statement of Comprehensive Income

Cash Flow Statement

Statement of Changes in Equity

Notes to the Financial Statements

Pattern of Shareholding

Abstract Under Section 218 of the Companies Ordinance, 1984
Proxy Form



Chairman Mr. Jawed Anwar
Chief Executive Mr. Faiq Jawed
Directors Mr. Shaig Jawed
Mr. Rehan Ashfag
Mrs. Farhat Jehan
Mrs. Nageen Faiq
Mrs. Mahwish Shaiq
Mrs. Sadaf Aamir Arshad

Chairman Mr.Rehan Ashfaq
Members Mrs.Farhat Jehan
Mrs.Sadaf Aamir Arshad

Chairperson Mrs.Sadaf Aamir Arshad
Members Mr.Shaiq Jawed
Mrs.Nageen Faiq
Company Secretary Syed Hussain Shahid Mansoor Naqvi
Chief Financial Officer Mr. Ghulam Muhammad
Head of Internal Audit Mr. Amjad Ali
Auditors M/s Riaz Ahmad & Company,

Chartered Accountants
(A member of Nexia International)

Faisalabad
Legal Advisor Mahfooz Ahmad khan Advocates
Registrar's and Share M/s Orient Software Management
Registration office Services (pvt.) Ltd. 35-Z, Ameer Plaza,

Opposite Mujahid Hospital, Commercial
Centre, Madina Town, Faisalabad

Bankers Standard Chartered Bank (Pakistan) Limited
The Bank of Punjab
National Bank of Pakistan
Askari Bank Limited
MCB Bank Limited
The Bank of Khyber
Summit Bank
Habib Bank Limited
Meezan Bank Limited

Head Office & Mills 29-KM, Sheikhupura Road, khurrianwala
Faisalabad.

2 LK. Spinning Mills Limited



Annual Report 2017 3




To enter into global economy
accepting the challenge of barrier
free trade as a dynamic force.

To turn around performance of company
into sustainable growth for the benefit of
its stake holders.

To stand the test of expectations of our
valued customers redefining excellence
with craft, creativity, professionalism and
quality control.

To strive hard for boosting exports of
country to earn more foreign exchange to
rebuild economy.

4 K. Spinning Mills Limited
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Economic growth in Pakistan has historically remained volatile, lacking a steady growth path and adding
to the economic uncertainty about the country's economic conditions. Historical data shows that the
economy in one year reached a high of above 10 percent growth level , but the following year it declined
to 2 percent and went up again to above 9 percent . Then it dipped again to 1.2 percent in the following
year. From 2007-08 to 2012-13 the economy grew by 3.2 percent on an average. PAKISTAN'S annual GDP
growth rate has touched five per centin 2016-17 after almost adecade. The country's outlook is brightened
and looks promising on the back of agricultural recovery, rebound in industrial activities and inflow of
investment under CPEC. The CPEC will not only further develop Pakistan but also strengthen human ties
across both sides of the border. Along the CPEC route, new industrial zones should open opportunities
for investment, particularly for small and medium sized auxiliary businesses. Joint ventures between
Pakistan and Chinese corporations should promote strategic development and mutual assistance. China
is rapidly technologically advancing and therefore business collaboration should bring this knowhow on
our doorsteps.

The expected transfer of technology can provide a much-needed boost of the development and
modernization of the SME sector which is critically required. CPEC is not only a short term economic
growth booster, but its impact is far reaching in future. The development of infrastructure, energy and
communication will provide much needed impetus to the growth of capital formation, productivity growth
and employment.

The performance of Textile sector remained subdued on account of lackluster performance of cotton yarn
and cotton cloth. The production of cotton declined by 29 percent during last year while it recorded an
increase of 7.6 percent in FY 2017 along with rise in cotton prices in international market. Export bailout
package for textile bode well for its performance in future.

Financial year 2016-17 again remained challenging for textile sector like past two years. We closed the
year FY 2016-17 with a positive bottom line despite adverse market trends. During the year ending June
30, 2017 your company's profit after taxation stood at Rs. 82.769 million as compared to profit of Rs.
75.746 million in the corresponding year.

Company's Sales revenue for the year 2017 stood Rs. 9,049.707 million against Rs. 8,289.147 million in
2016. During the year under review average cotton prices increased to Rs. 6300 per mound as compared
to Rs. 5650 per mound in 2017. Fuel and power cost increased in view of upward trend in oil prices
while salaries and wages expenses increased due to increase in minimum wage rate. Stores, spare parts,
and loose tools, processing and conversion charges remained downward in view of better management
controls and low rate of inflation factor. Financial cost increased to Rs.134.378 million in the year 2017
from Rs. 96.484 million in 2016 in view of maintaining higher level of raw material inventories as
compared to corresponding year and delay in getting dutydrawback.

Management of Your company is constantly focusing on Balancing Modernization and Replacement
(BMR) of its plant and machinery and enhancement of spinning capacity of existing spinning units. During
the year under review, you company opened letters of credit for import of eight draw frame machines,
five Ring Frames machines comprising 9120 spindles, 5 auto cone machines which are in process of
commissioning in first quarter of next financial year. Letter of credit has also been opened for two draw
frames machines, 8 ring frame machines comprising 14,592 spindles and 8 Auto cone machines in first
quarter of forthcoming financial year. Your company has also added 32 shuttle less looms in new weaving
unit during the year under review.
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The production of yarn converted into 20s for the
year ended June 30, 2017 stood at 29.693 million
Kgs against 28.880 million kgs of corresponding
year while fabric production stood 3.394 million
sg meters ( 2016: NIL).

Balance Sheet footing is showing constant
sign of improvement over past six years. Total
assets of the company stood at Rs. 6,163.736
million in financial years 2017 as compared to
Rs. 5,659.795 million in corresponding year.

Liquidity of the company is good enough with
current ratio of 1.38. The Debt equity ratio stood
at 0892 in 2017 against 15:85 in 2016 while
leverage of the company stood at 0.71 in 2017.
Breakup value of a Rs. 10 share is Rs. 42.25
against Rs. 46.85 in lastyear. All balance sheets
ratios are showing improvement with symptom
of growth of the company.

Human Resource Management is fundamental
aspectforexistenceof anentityandforsuccess of
its business. We strongly believe that delivery of
our growth ambitionsis contingenton the quality
of our people. Therefore, we remain determined
in our motivation of attracting, developing and
retaining the best talent while cultivating an
enabling environment conducive to innovation
and high performance and transforming our
people into leaders of tomorrow. We have
developed an open and effective environment
for our employees where they are given an
opportunity to express their ideas which are
heard, valued and respected. These ideas lead to
innovation, process improvement and ultimately
enhance the growth of the company.

Board of directors, Audit Committee and human
source committee's meetings were regularly
held during the year. Board as a whole is playing
full and constructive part in the development
and determination of the company’s strategies
and policies, and decisions taken by the Board
are in the company's best interests and fairly



reflect  Board's  consensus.
Strategies and policies agreed by
the Board are being effectively
implemented by the Chief
Executive and the management.
Board have established good
corporate governance practices
and procedures and promotes
the highest standards of integrity
and  corporate  governance
throughout the company and
particularly at Board level.

Pakistan textile exports have
declined in the last four years
due to high business costs.
Though Govt is supplying 24
hour LNG supply to textile

sector in Punjab but LNG cost

to Punjab based industry is 60%
higher than Natural gas supply to
SIND and KPK province which is
discriminative. The spinning and
weaving sectors are backbone of
the textile value chain and are
facing the brunt of high cost of
doing business and this has made
them unviable. Government
should take steps to provide gas
at the regionally competitive rate
for viability of the textile industry

The country is expected to get
12.6 million bales of the cotton

crop during this season (2017-
18). Traders and market experts
say that the country's cotton
crop is likely to improve during
this season compared to the
previous season mainly due to
favorable weather conditions.
However there is no doubt that
the country’'s cotton crop would
remain lower side during 2017-
18 but likely to be better than last
season.

World economy has grown by
3.1 percent in 2016 and growth
is expected to accelerate to 3.5
percent in 2017 according to
World Economic Outlook. This
acceleration is the result of
faster growth in the advanced
economies as well as in the
emerging market and developing

economies.

Currently varn sale margins are
depressed. Management of your
company is closely watching the
cotton outlook to procure cotton
at minimum rates and is focusing
efforts on minimizing cost by
enhancing capacity to achieve
the favorable financial results of
forthcoming financial year.

e

Chairman

Faisalabad
September 23, 2017
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In the name of Almighty Allah The Most Gracious, The beneficent, The Merciful

The Directors' of your company
feel pleasure in presenting the
annual report together with
audited financial statements of
the company for the Year Ended
June 30, 2017.

The financial highlights of the
company for the year ended
June 30, 2017 are summarized as
under:

for the financial year 2017.

Earnings per share for the year
ended June 30, 2017 stood at Rs.
1.18 per share as compared to Rs.
1.14 per share in corresponding
year.

Sales 8,289,147
Gross Profit 650,889
Profit before Taxation 86,772
Taxation 11,026
Profit after taxation 75,746
Board of Directors in their

meeting held on  September

23, 2017 approved final cash

dividend @ 5% ( 0.50 per share) Security and Exchange

J.K. Spinning Mills Limited

Chief Executive Officer

Commission of Pakistan framed
a code of corporate governance,
which was incorporated through
the listing regulations of all
Stock Exchanges of the country.
The Director of your company
has ensured implementation
of all provisions of the code of
corporate governance applicable
for the period ended on June 30,
2017.

TThe review report on Statement
of Compliance with the code of
corporate governance of Auditors
is annexed with this report.

The Directors of the company are
pleased to confirm that there is
no material departure from the
best practices as detailed in the
listing regulations.

» The financial statements
prepared by the
management of J.K. Spinning
Mills Limited present fairly
its state of affair, the results
of its operations, cash flow



and statement of changes in
equity.

Proper books of accounts of
J.K. Spinning Mills Limited
have been maintained.

Appropriate accounting
policies have been
consistently  applied in

preparation of financial
statements and accounting

estimates are based on
reasonable and prudent
judgment.

The International Accounting
Standards as applicable in
Pakistan have been followed
in preparation of financial
statements and any
departure there from has
been adequately disclosed.

The system of internal
control is sound in design
and has been effectively
implemented and monitored.
The system is continuously
monitored by internal
audit and through other
monitoring procedures.
The process of monitoring

internal control will
continue as ongoing process
with objective to further
strengthen the controls and
bring improvement in the
system.

There are no significant
doubts upon the company's
ability to continue as going
concern.

There has been no material
departure from the best
practices of corporate
governance, as detailed in
listing regulations.

Detail of significant changes
in company's operations
during the current vyear
as compared to last year
and significant plans and
decisions for the future
prospects of profits are
stated in the Chairman’'s
review as endorsed by
directors.

There is no information and
explanation in regard to any
contents of modification in
the auditor’s report;

-

There is

no default in
payment of any debt during
the year.

No material changes and
commitments affecting
the financial position of the
company have been occurred
between the end of financial
year of the company
to which the financial
statement relates and the
date of report.

Information about
outstanding taxes and levies
is given in notes to the
accounts.

Main trends and factors
likely to affect the future
development, performance
and position of the company
are stated in chairman’s
review.

Company is not carrying
out any business activity
affecting the environment.

Key operating results and
financial data of last six
years in summarized form is

Annual Report 2017
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annexed.

» The gain/ (loss) arising
out due to exchange rate
fluctuations and financing
under State Bank of Pakistan
circular No. F.E. 25 has been
appropriately accounted for
as on the date of balance
sheet.

» The number of employees as
at June 30, 2017 were 2262
(2016:2341).

« Value of investment of
provident fund trust based
on audited accounts as on
June 30, 2016 is Rs. 190.538
million.

» No trade in shares of the
company was carried
out during the vyear by
its Directors, CEO, CFO,
Company Secretary and their
spouses and minor children.
Right shares issued by the
company was subscribed
by the Directors, CEO, CFO,
Company Secretary and their
spouses and minor children.

» The Statement of pattern
of shareholding of the
company as at June 30, 2017
is annexed in new form set
out in the code of corporate
governance.

» Abstract of terms of Mr.
Jawed Anwar, Chairman
of board of Director's is
annexed herewith. There
was no change in terms and
conditions of Chief Executive
and other Director.

J.K. Spinning Mills Limited

The company is conducting
business in a challenging
environment. Its  activities

expose it to number of risks
including raw material sourcing/
pricing, currency risk, credit risk,
liquidity and interest rate risks,
Gas and power outage risk and
human resource retention and
recruitment.

Cotton is main raw material of
a textile spinning. Inability to
procureraw materialandincrease
in prices may adversely influence
the operation and profitability of
the company. The company aims
to use its purchasing power and
manage to procure cotton at the
start of harvesting season to
minimize this risk.

Exchange rate fluctuation may
have impact on financial results.
The company mitigates these
risks through hedging tools
and monitoring payable and
receivable in foreign currencies.

The company's credit exposure
to credit risk and impairment
relates to its trade debts. This
risk is mitigated by the fact that
majority of our customers have
a strong financial standings and
we have a long standing relations
with all our customers. We do not
expect non performance by these
counter parties, hence credit risk
is minimal.

It is one of our objectives to
safeguard the company's ability
as a going concern. Collapse in
steady availability of funds and
interest rates may adversely
affect the liquidity and overall
financial  conditions. The
significant portion of working
capital requirements of the
company is arranged through
short term financing. The
company has secured sufficient
financing facilities to meet these
requirements to mitigate capital
risk. We manage the capital
structure on the basis of leverage
ratio at low level. Interest
rates risk is managed through
alternative financing.

Smooth operation may get
affected due to Gas outage. The
company has mitigated this risk
through standby arrangements
of power supply from FESCO and
diesel generators.

Failure to attract and retain the
right peoples may adversely
affect the achievement of
company goals and plans. A
strong emphasis is placed on the
company human resource and
its skills. We operate the best
talent management and human
resource instrument to attract,
retain, motivate, educate and
encourage personnel and staff.



The company
handsome amount of charity and
donations to various institution

is contributing

and reputed healthcare non
-profit organizations serving the
community.

During the year under review,
four meetings of Board of
Directors were held. Attendance
position of Board of Directors
meetings is as under:

Mr. Jawed Anwar 04
Mr. Faiq Jawed 04
Mr. Shaiq Jawed 02
Mr. Rehan Ashfaq 04
Mrs. Farhat Jahan 04
Mrs Sadaf Aamir 04
Mrs. Nageen Faig 03
Mrs. Mahwish Shaiq 03
The Audit Committee held

eight meetings during the year
under review, each before the
Board of Director's meeting to
review the financial statements,
internal audit reports and
compliance of the corporate
governance requirements. These
meeting included meeting with
external auditors before and
after completion of audit and
other statutory meetings as
required by the code of corporate
Governance.

Two meetings of HR committee
were held during the vyear
which were attended by all the
committee members.

Three director's of the company
participated and completed all

the requirements of Directors
Training Program  conducted
by Institute of Chartered

Accountants of Pakistan in
March, 2016 and got certification
of Certified Directors to fulfill the
requirements of directors training
program as required by Code
of Corporate Governance. Four
directors are exempted due to
more than 14 years of education
and 15 years of experience on
board of listed company.

The  Auditors M/S  Riaz
Ahmad & Company, Chartered
Accountants, stand retired and
being eligible, offer themselves
for re-appointment for the next
financial year ending on  30-06-
2018.

The accompanied Chairman's
Review deals with principal
activities, major business

developments and performance
of the company during the year
under review and future outlook.
The directors of the company
endorse the contents of review.

There was no significant event
after reporting period which
warrants mention in Directors’
Report.

The Directorswishtoexpresstheir
gratitude to our valued clients
and bankers for the cooperation
extended by them during the
course of business activities.
The Directors also wish to place
on record their appreciation
for the hard work and devoted
services demonstrated by the
staff members and the workers
of the company.

For and on behalf of
Board of Directors

e

gty

Chief Executive Officer

Faisalabad
September 23, 2017
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TOTAL EQUITY 3,032,098 54% 2,931,496 60% 2,880,464 56% 3,008,247 55%
NON-CURRENT LIABILITIES 512,065 % 191,472 4% 524,271 10% 690517 13%
CURRENT LIABILITIES 2,115,632 37% 1,770,692 36% 1,774,742 34% 1,764,128 32%
2,627,697 46% 1,962,164 40% 2,299,013 44% 2,454,645 45%
5,659,795 100% 4,893,660 100% 5179477 100% 5,462,892 100%
NON-CURRENT ASSETS 2,755,096 49% 2,302,278 47% 2,320,164 45% 2,832,655 52%
CURRENT ASSETS 2,904,699 51% 2,591,382 53% 2,859,313 55% 2,630,237 48%
5,659,795 100% 4,893,660 100% 5179477 100% 5,462,892 100%
SALES 8,289,147 100.00% 8813412 100.00% 9,734,861 100.00% 8918973 100.00%
COST OF SALES 7,638,258 92.15% 7971024 90.44% 8,765,635 90.04% 7,476,268 83.82%
GROSS PROFIT 650,889 7.85% 842,388 9.56% 965,226 9.96% 1,442,705 16.18%
DISTRIBUTION COST 275913 3.33% 325,709 3.70% 343,996 3.53% 404,019 4.53%
ADMINISTRATIVE EXPENSES 212,147 2.56% 199,301 2.26% 179,530 1.84% 164,422 1.84%
OTHER OPERATING EXPENSES 11,948 0.14% 18342 0.21% 31,780 0.33% 45871 0.51%
500,008 6.03% 543,352 6.17% 555,306 5.70% 614,312 6.89%
150,881 1.82% 299,036 3.39% 413,920 4.25% 828,393 9.29%
OTHER OPERATING INCOME 32375 0.39% 24,594 0.28% 158,196 1.63% 38319 0.43%
PROFIT FROM OPERATIONS 183,256 2.21% 323630 3.67% 572,116 5.88% 866,712 9.72%
FINANCE COST 96,484 1.16% 147,701 1.68% 221,186 2.27% 216,220 2.42%
PROFIT BEFORE TAXATION 86,772 1.05% 175,929 2.00% 350,930 3.60% 650,492 7.29%
PROVISION FOR TAXATION 11,026 0.13% 63994 0.73% 57,668 0.59% 51,137 0.57%
PROFIT AFTER TAXATION 75,746 0.91% 111,935 1.27% 293,262 3.01% 599,355 6.72%
3,032,098 101% 2,931,496 97% 2,830,464 96% 3,008,247 100%
NON-CURRENT LIABILITIES 512,065 74% 191,472 28% 524,271 76% 690517 100%
CURRENT LIABILITIES 2,115,632 120% 1,770,692 100% 1,774,742 101% 1,764,128 100%
2,627,697 107% 1,962,164 80% 2,299,013 94% 2,454,645 100%
TOTAL EQUITY AND LIABILITIES 5,659,795 104% 4,893,660 90% 5179477 95% 5,462,892 100%
NON-CURRENT ASSETS 2,755,096 97% 2,302,278 81% 2,320,164 82% 2,832,655 100%
CURRENT ASSETS 2,904,699 110% 2,591,382 99% 2,859,313 109% 2,630,237 100%
5,659,795 104% 4,893,660 90% 5179477 95% 5,462,892 100%
SALES 8,289,147 93% 8813412 99%% 9,734,861 109% 8918973 100%
COST OF SALES 7,638,258 102% 7971024 107% 8765635 117% 7,476,268 100%
GROSS PROFIT 650,889 45% 842,388 58% 969,226 67% 1,442,705 100%
DISTRIBUTION COST 275913 68% 325,709 81% 343,996 85% 404,019 100%
ADMINISTRATIVE EXPENSES 212147 129% 199,301 121% 179,530 109% 164,422 100%
OTHER OPERATING EXPENSES 11,948 26% 18,342 40% 31,780 69% 45871 100%
500,008 81% 543,352 88% 555,306 90% 614,312 100%
150,881 18% 299,036 36% 413920 50% 828,393 100%
OTHER OPERATING INCOME 32,375 84% 24,594 64% 158,196 413% 38319 100%
PROFIT FROM OPERATIONS 183,256 21% 323630 37% 572,116 66% 866,712 100%
FINANCE COST 96,484 45% 147,701 68% 221,186 102% 216,220 100%
PROFIT BEFORE TAXATION 86,772 13% 175929 27% 350,930 54% 650,492 100%
PROVISION FOR TAXATION 11,026 22% 63,994 125% 57,668 113% 51,137 100%
PROFIT AFTER TAXATION 75,746 13% 111,935 19% 293,262 49% 599,355 100%
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for last six years

Property, Plant And Equipment 2,748,664 2,290,022 2,302,819 2,822,964 2,841,761
Long Term Loans = = 1,727 387 392
Other Non-Current Assets 6432 12,256 15618 9,304 675
Stores, Spares And Loose Tools 65643 65,076 61,125 44,926 37,082
Stock In Trade 1,756,108 1,484,015 1,647,336 1,592,021 1278678
Trade Debts 513,799 593,632 691,322 612,751 451,143
Other Current Assets 569,149 448,659 459,030 380,539 370479
5,659,795 4,893,660 5179477 5,462,892 4,980,210

2,853,464 2,777,718 2,726,686 2,400,047 1,763,656

178634 153,778 153,778 608,200 966,759

Long Term Financing 358,291 = 10,715 86,818 194,163
Director's Loan - - 300,000 300,000 300,000
Liabilities Against Assets Subject To Finance Lease 7,158 21973 26,887 25875 =
Deferred Tax 145824 167,865 184,718 277824 264,216
Other Non-Current Liabilities 792 1634 1,951 = =
Short Term Borrowings 1,517,083 1,191,193 1,202,486 1,194,856 1,032,246
Current Portion Of Long Term Liabilities 135,519 23,245 102,360 124,999 125,561
Other Current Liabilities 463,030 556,254 469,896 444,273 333,609
5,659,795 4,893,660 5179477 5,462,892 4,980,210

Sales 8,289,147 8813412 9,734,861 8918973 7,193,895
Gross Profit 650,889 842,388 969,226 1,442,705 1,017,273
EBITDA 421,945 548337 841,572 1,011,933 736,629
Profit From Operations 183,256 323,630 572,116 866,712 605,624
Profit Before Tax 86,772 175,929 350,930 650,492 364,079
Profit After Tax 75,746 111,935 293,262 599,355 281,585
Cash Flow From Operating Activities (113,065) 716,386 285417 373,240 341,837
Cash Flow From Investing Activities (669,963) (184,617) (222,047) (437,276) (387,618)
Cash Flow From Financing Activities 781,640 (489,440) (95,088) 77,833 30,708
Changing In Cash & Cash Equivalents (1,388) 42,329 (31,718) 13,797 (15,073)
Cash & Cash Equivalents - Year End 68,237 69,625 27,296 59,014 45217
Gross Profit % 7.85 9.56 9.96 16.18 1414
EBITDA To Sales % 5.09 6.22 8.64 11.35 10.24
Pre Tax Profit % 1.05 2.00 3.60 7.29 5.06
After Tax Profit % 0.91 1.27 3.01 6.72 3.91
Return On Equity % 2.65 4.03 10.76 24.97 15.97
Return On Capital Employed % 2.36 4.03 10.71 24,10 14.38
Dividend Rate (Cash) % 5.00 10.00 = 50.00 25.00
Leverage Ratio 0.71 0.45 0.60 0.72 0.94
Current Ratio Times 1.37 1.46 1.61 1.49 1.43
Quick Ratio Times 0.51 0.59 0.65 0.56 0.55
Cash To Current Liabilities Times 0.03 0.04 0.02 0.03 0.03
Cash Flows From Operation To Sales Times (0.01) 0.08 0.03 0.04 0.05

J.K. Spinning Mills Limited
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For the Year Ended June 30,2017

The Company has applied the principles contained in the

CCG in the following manner:

1.  The company encourages representation of
Independent Director / Non-Executive Directors and
Directors representing the minority interest on its
Board of Directors (The Board).

At present the Board of Directors includes:-

a.
Mr. Jawed Anwar, Chairman b.
C.
) ) Mrs. Farhat Jehan
Non-Executive Director ] d.
Mrs. Nageen Faiq e.
Mrs. Mahwish Shaiq f.
Mrs. Sadaf Aamir g
h.
} ) Mr. Faiq Jawed, CEO .
Executive Directors ) } I
Mr. Shaiq Jawed, Director j
Independent Director | Mr. Rehan Ashfaq 7.
The independent Director meets the criteria of
independence under Clause 5.19.1 (b) of the CCG.
2. The Directors have confirmed that none of them
is serving as director in more than seven listed
companies, including this Company.
3. All the Resident Directors of the Company are 8

registered as taxpayers and none of them has
defaulted in payment of any loan to a banking
company, a Development Finance Institution (DFI)
, or a Non-Banking Financial Institution (NBFI)
or, being a broker of a stock exchange, has been
declared as a defaulter by that stock exchange.

4. No casual vacancy was occurred on the board during
the period under report.

5. The Company has prepared and updated a “Code of 9.
Conduct” and has ensured that appropriate steps
have been taken to disseminate it throughout the
company along with its supporting policies and
procedures.

6. The board has developed a vision/mission
statement and review and approves business plans,
overall corporate strategy and significant policies of

significant policies and procedures, along with the
dates on which they were approved or amended
has been maintained. The corporate strategy of the
company is reviewed and approved by the Board
along with the Annual Plan.

The Company has documented the following policies
and statements in compliance with the Code of
Corporate.

Our Vision

Our Mission

Code of Conduct & Ethical Practices

Internal Audit Policy

Our Values

Genial Ledger Financial Closing Policy

Fixed Assets capitalization Policy

Related Party Transaction Policy

Human Resource Policies

I.T Policy

All the powers of the Board have been duly
exercised and decisions on material transactions,
including appointment and determination of
remuneration and terms and conditions of
employment of the CEO, other Executive and Non-
Executive Directors have been taken by the Board /
Share holders.

The meetings of the Board were presided over
by the Chairman who is a non-executive Director
and, in his absence, by a director elected by the
Board for this purpose and the Board met at least
once in every quarter. Written notices of the Board
Meetings, along with agenda and working papers,
were circulated seven days before the date of
meetings. The minutes of all the meetings were
appropriately recorded and circulated.

The Board of Directors were updated on changes
in the Listing Regulations of the Pakistan Stock
Exchange Ltd., the Memorandum and Articles of
Association and the Code of Corporate Governance
and they are well versed with their duties and
responsibilities. The management keeps the Board
abreast with the latest changes in the business
environment and regulatory framework.

the Company. A complete record of particulars of 10. Three directors have acquired the formal training

J.K. Spinning Mills Limited



For the Year Ended June 30,2017

11.

12.

13.

14,

15.

16.

17.

18.

19.

certificate and the four Director have more than 14
years of Education and 15 years of experience on
the Board of at least one listed Company, in terms
of Rule 5.19.7 of the Listing Regulations of Pakistan
Stock Exchange / Code of Corporate Governance.
The Company however, intends to facilitate further
training for the Directors in near future as per the
CCG.

The Board approved appointment, remuneration
and terms & conditions of Chief Financial Officer
(CFO), Company Secretary and Head of Internal
Audit. However there was no new appointment
during the vear.

The Directors’ Report for this year has been
prepared in compliance with the requirements
of the Code of Corporate Governance and fully
describes the salient matters required to be
disclosed.

The financial statements of the Company were duly
endorsed by CEO and CFO before approval of the
Board.

The Directors, CEO and Executives do not hold any
interest in the shares of the Company other than
that disclosed in the pattern of shareholding.

The Company has complied with all the corporate
and financial reporting requirements of the Code of
Corporate Governance.

The Board has formed an Audit Committee. It
comprises of three members, two of them are non-
executive directors and Chairman is Independent
Director.

The Meetings of the Audit Committee were held
at least once in every quarter prior to approval of
interim and final results of the Company and as
required by the Code of Corporate Governance.
The terms of reference of the Committee have
been formed and advised to the Committee for
compliance.

The Board has formed a Human Resource and
Remuneration Committee. It comprises of three
members, one member as Executive Director; two
members of the Committee are Non-Executive
Directors including the Chair Person. The terms of
reference of Human Resource and Remuneration
Committee has been approved by the Board
of Directors and advised to the committee for
compliance.

The Board has set-up an effective Internal Audit
Function, which is considered suitably qualified and
experienced for the purpose and are conversant
with the policies and procedures of the company.

20.

21.

22.

23.

24,

25.

The Statutory Auditors of the Company have
confirmed that they have been given a satisfactory
rating under the Quality Control Review program of
the Institute of Chartered Accountants of Pakistan,
that they or any of the partners of the firm, their
spouses and minor children do not hold shares of
the Company and that the firm and all its partners
are in compliance with International Federation of
Accountants (IFAC) guidelines on Code of Ethics as
adopted by Institute of Chartered Accountants of
Pakistan.

The Statutory Auditors or the persons associated
with them have not been appointed to provide
other services except in accordance with the listing
regulations and the Auditors have confirmed that
they have observed IFAC guidelines in this regard.
The "Closed Period” prior to the announcement of
the interim/final results, and business decisions,
which may materially affect the market price
of company's securities, was determined and
intimated to Directors, Employees and Pakistan
Stock Exchange Limited.

Material / price sensitive information has been
disseminated among all market participants at
once through Stock Exchanges.

The company has complied with the requirements
relating to maintenance of register of persons
having access to inside information by the
Company Secretary in a timely manner and
maintained proper record including basis for
inclusion or exclusion of names of persons from the
said list.

We confirm that all other material principles
enshrined in the Code of Corporate Governance
have been complied with, except for those stated
above towards which reasonable progress is being
made by the Company for compliance by the end of
next Accounting Year

ON BEHALF OF THE BOARD OF DIRECTORS

CFp-d

P

Chief Executive Officer

=

Chairman

Date: September 23,2017
Faisalabad
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on Statement of Compliance with the Best Practices of code of Corporate Governance

We have reviewed the enclosed Statement of Compliance with the best practices contained in the Code of Corporate
Governance ("the Code”) prepared by the Board of Directors of J.K. SPINNING MILLS LIMITED ("the Company”) for the
year ended 30 June 2017 to comply with the requirements of Clause 5.19.24 (b) of the Rule Book of Pakistan Stock
Exchange Limited, where the Company is listed.

The responsibility for compliance with the Code is that of the Board of Directors of the Company. Our responsibility
is to review, to the extent where such compliance can be objectively verified, whether the statement of compliance
reflects the status of the Company's compliance with the provisions of the Code and report if it does not and to
highlight any non-compliance with the requirements of the Code. A review is limited primarily to inquiries of the
Company personnel and reviews of various documents prepared by the Company to comply with the Code.

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 Coderequires 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 distinguishing between
transactions carried out on terms equivalent to those that prevail in arm'’s length transactions and transactions which
are not executed at arm'’s length price and recording proper justification for using such alternate pricing mechanism.
We are only required and have ensured compliance of this requirement to the extent of the approval of the related
party transactions by the Board of Directors upon recommendation of the Audit Committee. We have not carried out
any procedures to determine 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 believe that the Statement of Compliance
does not appropriately reflect the Company’'s compliance, in all material respects, with the best practices contained in
the Code as applicable to the Company for the year ended 30 June 2017.

/&‘&EWM‘Z—&

RIAZ AHMAD & COMPANY
Chartered Accountants

Name of engagement partner:
Mubashar Mehmood

Date: 23, September 2017

Faisalabad
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To confirm the minutes of the 30th Annual General Meeting held on 29th October, 2016.

To receive, consider and adopt the Annual Audited Accounts alongwith the reports of Directors’ and Auditors of
the company for the year ended 30th June, 2017.

To consider, approve and declare Final Cash Dividend at Rs. 0.5/- per share @ 5 % to Ordinary Share Holders for
the year ended 30th June, 2017 as recommended by the Board of Directors.

To appoint Auditors for the year 2017-2018 and fix their remuneration. The present Auditors M/s. Riaz Ahmad &
Company., Chartered Accountants, being eligible offer themselves for reappointment.

To transact any other business or businesses with the permission of the Chairman.

To Authorize Chief Executive Officer of the Company to approve Related Party Transactions for sale and purchase
of goods/ Services to / from J.K. Tech (Pvt.) Limited & J.K. Agriculture Farms (Pvt.) Limited - associated companies
for the year ending June 30, 2018 by passing the following resolution with or without modification.

"Resolved that the Chief Executive of the Company be and is hereby authorized to approve the Related Party
Transactions for sale and purchase of goods/ Services to/from J.K. Tech (Pvt.) Limited for Rs: 200 Million & to/
from J.K. Agriculture Farms (Pvt.) Limited for Rs: 100 Million — associated companies from time to time for the
year ending June 30, 2018 and take any and all actions and sign any and all such documents as may be required
in this regard.”

BY THE ORDER OF THE BOARD

FAISALABAD:
Dated: 23-09-2017

COMPANY SECRETARY

J.K. Tech (Pvt.) Ltd and J.K. Agriculture Farms (Pvt.) Ltd are Associated Companies of J.K. Spinning Mills Ltd by virtue
of common Directorship.

J.K. Spinning Mills Ltd has investment of 750 shares in J.K. Tech (Pvt.) Ltd representing 50% of total paid up capital of
J.K. Tech (Pvt.) Ltd. Mr. Jawed Anwar is Nominee Director on behalf of J.K. Spinning Mills Ltd.

Mr. Jawed Anwar, Mr. Faiq Jawed, Mr. Shaiq Jawed and Mrs. Sadaf Aamir & Mrs. Farhat Jehan are common directors
of J.K. Spinning Mills Ltd and having following share holdings in J.K. Agriculture Farms (Pvt.) Ltd:

uEWwN =

Name % of shareholding
Mr. Jawed Anwar, Director 65%
Mr. Faiq Jawed, Director 10%
Mr. Shaiq Jawed, Director 10%
Mrs. Sadaf Aamir, Director 5%
Mrs. Farhat Jehan, Spouse 10%
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Transactions with related parties (Associated Companies) are carried out in normal course of business and at "Arm’s
Length Basis".

The Directors, Sponsors and majority shareholders have no interest, directly or indirectly in J.K. Agriculture Farms
(Pvt.) Ltd except to the extent of their / Spouse’s shareholding as disclosed above. Nominee Director, Mr. Jawed Anwar
has no interest, directly or indirectly in J.K. Tech (Pvt.) Ltd.

Book Closure:

The share Transfer Books of the Company will remain closed from 21st October 2017 to 30th October
2017 (both days inclusive). Transfers received in order at Share Registrar's Office, Orient Software &
Management Services (Pvt.) Ltd., 35-Z Ameer Plaza, Opposite Mujahid Hospital commercial Centre,
Madina Town, Faisalabad by the close of business on 20th October 2017, will be treated in time to
attend the Annual General Meeting and for their entitlements.

A member entitled to attend and vote at this meeting may appoint another member as his/her proxy
to attend the meeting and vote instead of him/her. Proxies in order to be effective must be received by
the Company not later than 48 hours before the meeting.

For CDC Account Holders/Corporate Entities:
In addition to the above the following requirements have to be met:

3.

The proxy form shall be witnessed by two persons whose names, addresses and NIC numbers shall be
mentioned on the form.

Attested copies of NIC or the passport of the beneficial owners and the proxy shall be furnished with
the proxy form.

The proxy shall produce his original NIC or original passport at the time of meeting.

In case of corporate entity, the Board of Directors' resolution/power of attorney with specimen signature
shall be submitted (unless it has been provided earlier) along with proxy form to the company.

Shareholders are informed that rate of withholding tax for non filers is 20% against 15% for filers of
income tax return. The shareholders are advised to e-file their returns as the Department places the
names of the e-filers on their website and to provide their NTN to the Share Registrar of the Company
for availing the benefits of lower withholding rate.

In term of section 242 of Companies Act, 2017, listed Companies are required to pay cash dividend
only through electronic mode directly into the bank account designated by the entitled shareholders.
In order to comply with this requirement, shareholders are therefore requested to immediately provide
the dividend mandate (bank account details) to the share registrar of the company in case of physical
shares and to the CDC in case shares are held electronically:

Shareholders are requested to provide copies of their valid CNICs, mandatory for dispatch of dividend
warrants and also promptly notify any changes in their addresses:

10. Form of proxy is enclosed herewith.

J.K. Spinning Mills Limited



We have audited the annexed balance sheet of J.K. SPINNING MILLS LIMITED (“the Company”) as at
30 June 2017 and the related profit and loss account, statement of comprehensive income, cash flow
statement and statement of changes in equity together with the notes forming part thereof, for the year
then ended and we state that we have obtained all the information and explanations which, to the best of
our knowledge and belief, were necessary for the purposes of our audit.

It is the responsibility of the Company's management to establish and maintain a system of internal
control, and prepare and present the above said statements in conformity with the approved accounting
standards and the requirements of the repealed Companies Ordinance, 1984. Our responsibility is to
express an opinion on these statements based on our audit.

We conducted our audit in accordance with the auditing standards as applicable in Pakistan. These
standards require that we plan and perform the audit to obtain reasonable assurance about whether
the above said statements are free of any material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the above said statements. An audit also
includes assessing the accounting policies and significant estimates made by management, as well as,
evaluating the overall presentation of the above said statements. We believe that our audit provides a
reasonable basis for our opinion and, after due verification, we report that:

(a) in our opinion, proper books of account have been kept by the Company as required by the
repealed Companies Ordinance, 1984;

(b) in our opinion:
i) the balance sheet and profit and loss account together with the notes thereon have been drawn

up in conformity with the repealed Companies Ordinance, 1984, and are in agreement with the
books of account and are further in accordance with accounting policies consistently applied;

i) the expenditure incurred during the year was for the purpose of the Company’s business; and

iii) the business conducted, investments made and the expenditure incurred during the year were
in accordance with the objects of the Company;

() in our opinion and to the best of our information and according to the explanations given to
us, the balance sheet, profit and loss account, statement of comprehensive income, cash flow
statement and statement of changes in equity together with the notes forming part thereof
conform with approved accounting standards as applicable in Pakistan, and, give the information
required by the repealed Companies Ordinance, 1984, in the manner so required and respectively
give a true and fair view of the state of the Company’s affairs as at 30 June 2017 and of the profit,
its comprehensive income, its cash flows and changes in equity for the year then ended; and

(d) in our opinion, Zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of
1980), was deducted by the Company and deposited in the Central Zakat Fund established
under Section 7 of that Ordinance.

/?WM?-JO

RIAZ AHMAD & COMPANY
Chartered Accountants

Name of engagement partner:
Mubashar Mehmood

Date: 23, September 2017

FAISALABAD
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As at June 30, 2017

96 000 000 (2016: 96 000 000) ordinary

shares of Rupees 10 each 960,000
3 609,033
4 2,244,431
2,853,464
5 178634
Long term financing 6 358,291
Liabilities against assets subject to finance lease 7 7,158
Deferred income on sale and leaseback 792
Deferred income tax liability 8 145,824
512,065
Trade and other payables 9 413,212
Accrued mark-up 10 16,254
Short term borrowings 11 1,517,083
Current portion of non-current liabilities 12 135,519
Provision for taxation 33,564
2,115,632
2,627,697

13
5,659,795

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

& @ sroloy ATe—

Chairman Chief Executive Officer Director

J.K. Spinning Mills Limited

i

Chief Financial Officer
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As at June 30, 2017
Property, plant and equipment 14 2,748,664
Long term investment 15 -
Long term deposits and prepayments 16 6,432

2,755,096
Stores, spare parts and loose tools 17 65,643
Stock-in-trade 18 1,756,108
Trade debts 19 513,799
Loans and advances 20 50,197
Short term deposits and prepayments 21 13,880
Other receivables 22 41,684
Tax refunds due from the Government 23 395,028
Short term investments 24 123
Cash and bank balances 25 68,237

2,904,699

5,659,795

=

Chairman Chief Executive Officer

sroldy AT

Director

i

Chief Financial Officer
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For the Year ended June 30,2017

REVENUE 26 8,289,147
COST OF SALES 27 (7,638,258)
650,889

DISTRIBUTION COST 28 (275,913)
ADMINISTRATIVE EXPENSES 29 (212,147)
OTHER EXPENSES 30 (11,948)
OTHER INCOME 31 32,375
FINANCE COST 32 (96,484)
86,772

TAXATION 33 (11,026)
75,746

Restated

34 1.14

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

= ¥

Chairman Chief Executive Officer

J.K. Spinning Mills Limited
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For the Year ended June 30, 2017

75,746
OTHER COMPREHENSIVE INCOME
Items that will not be reclassified subsequently to profit or loss:
Surplus on revaluation of freehold land (i) _
Items that may be reclassified subsequently to profit or loss -
Other comprehensive income for the year -

75,746

(i) Surplus on revaluation of freehold land is presented under separate head below equity in accordance with the
requirements of section 235 of the repealed Companies Ordinance, 1984,

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

& @6 sroloy AT ﬁ‘

Chairman Chief Executive Officer Director Chief Financial Officer
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For the Year ended June 30,2017

35 63,314

Finance cost paid (90,706)
Income tax paid (84,416)
Workers' profit participation fund paid (7,081)
Net decrease in long term deposits and prepayments 5824
(113,065)

Capital expenditure on property, plant and equipment (678,590)
Proceeds from sale of property, plant and equipment 8,734
Investment made (107)
Proceeds from sale of investments -
(669,963)

Proceeds from long term financing 479,077
Repayment of long term financing -
Repayment of liabilities against assets subject to finance lease (23,327)
Short term borrowings - net 325,890
Proceeds from issuance of right shares -
Dividend paid -
781,640
(1,388)

69,625

68,237

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

& @ sroler AT ﬁ‘

Chairman Chief Executive Officer Director Chief Financial Officer
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For the Year ended June 30,2017

609,033 - 289,636 289,636 1,879,049 2,168,685 2,777,718
Profit for the year - - - - 75,746 75,746 75,746
Other comprehensive income - - - - - - -
Total comprehensive income for the year - - - - 75746 75,746 75746
609,033 - 289,636 289,636 1,954,795 2,244,431 2,853,464
Transaction with owners
- final dividend for the year ended 30 June 2016 at
the rate of Rupee 0.50 per share - - - - (30,452) (30,452) (30,452)
- Issue of 20% right shares at premium of
Rupees 5 per share 121,806 60,904 - 60,904 - 60,904 182,710
Profit for the year - - - - 82,769 82,769 82,769
Other comprehensive income - - - - - - -
Total comprehensive income for the year - - - - 82,769 82,769 82,769

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

S

Chairman Chief Executive Officer

sroldy AT

Director

i

Chief Financial Officer
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For the Year ended 30 June 2017

J.K. Spinning Mills Limited (the Company) is a public limited company incorporated in Pakistan on 07 January
1987 under the repealed Companies Ordinance, 1984 (Now Companies Act, 2017) and listed on Pakistan
Stock Exchange Limited. Its registered office is situated at 29-Kilometers, Sheikhupura Road, Faisalabad
where the factory premises of the Company are also located. The Company is engaged in business of textile
manufacturing comprising of ginning, spinning, weaving, stitching, buying, selling and otherwise dealing in
yarn, fabrics and other goods.

The significant accounting policies applied in the preparation of these financial statements are set out below.
These policies have been consistently applied to all years presented, unless otherwise stated:

These financial statements have been prepared in accordance with approved accounting standards as
applicable in Pakistan. Approved accounting standards comprise of such International Financial Reporting
Standards (IFRS) issued by the International Accounting Standards Board (IASB) as are notified under the
repealed Companies Ordinance, 1984, provisions of and directives issued under the repealed Companies
Ordinance, 1984. In case requirements differ, the provisions or directives of the repealed Companies Ordinance,
1984 shall prevail.

The Companies Ordinance, 1984 has been repealed after the enactment of the Companies Act, 2017 on 30
May 2017. Securities and Exchange Commission of Pakistan (SECP) vide its Circular 17 of 2017 and its press
release dated 20 July 2017 has clarified that the companies whose financial year closes on or before 30 June
2017 shall prepare their financial statements in accordance with the provisions of the repealed Companies
Ordinance, 1984. The Companies Act, 2017 requires enhanced disclosures about Company's operations and
has also enhanced the definition of related parties.

These financial statements have been prepared under the historical cost convention, except for freehold land
measured at revalued amount.

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

Estimates with respect to residual values and useful lives and pattern of flow of economic benefits are based
on the analysis of the management of the Company. Further, the Company reviews the value of assets for
possible impairment on annual basis. Any change in the estimates in the future might affect the carrying
amount of respective item of property, plant and equipment, with a corresponding effect on the depreciation
charge and impairment.
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Net realizable value of inventories is determined with reference to currently prevailing selling prices less
estimated expenditure to make sales.

In making the estimates for income tax currently payable by the Company, the management takes into
account the current income tax law and the decisions of appellate authorities on certain issues in the past.

The Company reviews its receivable balances against any provision required for any doubtful balances on an
ongoing basis. The provision is made while taking into consideration expected recoveries, if any.

Following amendments to published approved accounting standards are mandatory for the Company's
accounting periods beginning on or after 01 July 2016:

IAS 1 (Amendments) 'Presentation of Financial Statements' (effective for annual periods beginning on
or after 01 January 2016). Amendments have been made to address perceived impediments to preparers
exercising their judgement in presenting their financial reports by making the following changes: clarification
that information should not be obscured by aggregating or by providing immaterial information, materiality
consideration apply to the all parts of the financial statements, and even when a standard requires a specific
disclosure, materiality consideration do apply; clarification that the list of the line items to be presented in
these statements can be disaggregated and aggregated as relevant and additional guidance on subtotals in
these statements and clarification that an entity's share of other comprehensive income of equity-accounted
associates and joint ventures should be presented in aggregate as single line items based on whether or not
it will subsequently be reclassified to profit or loss; and additional examples of possible ways of ordering the
notes to clarify that understandability and comparability should be considered when determining the order of
the notes and to demonstrate that the notes need not be presented in the order so far listed in IAS 1.

IAS 16 (Amendments) 'Property, Plant and Equipment’ (effective for annual periods beginning on or after 01
January 2016). The amendments clarify that a depreciation method which is based on revenue, generated by
an activity by using of an asset is not appropriate for property, plant and equipment; and add guidance that
expected future reductions in the selling price of an item that was produced using an asset could indicate the
expectation of technological or commercial obsolescence of the asset, which, in turn, might reflect a reduction
of the future economic benefits embodied in the asset.

IAS 34 (Amendments) 'Interim Financial Reporting' (effective for annual periods beginning on or after 01
January 2016). This amendment clarifies what is meant by the reference in the standard to ‘information
disclosed elsewhere in the interim financial report’. The amendment also amends IAS 34 to require a cross-
reference from the interim financial statements to the location of that information.

The application of the above amendments does not result in any impact on profit or loss, other comprehensive
income and total comprehensive income.

There are other amendments to published approved accounting standards that are mandatory for accounting
periods beginning on or after 01 July 2016 but are considered not to be relevant or do not have any significant
impact on the Company's financial statements and are therefore not detailed in these financial statements.
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Following standards, interpretations and amendments to existing standards have been published and are
mandatory for the Company's accounting periods beginning on or after 01 July 2017 or later periods:

IFRS 9 ‘Financial Instruments' (effective for annual periods beginning on or after 01 January 2018). A finalized
version of IFRS 9 which contains accounting requirements for financial instruments, replacing IAS 39 'Financial
Instruments: Recognition and Measurement'. Financial assets are classified by reference to the business
model within which they are held and their contractual cash flow characteristics. The 2014 version of IFRS 9
introduces a 'fair value through other comprehensive income’ category for certain debt instruments. Financial
liabilities are classified in a similar manner under IAS 39, however there are differences in the requirements
applying to the measurement of an entity's own credit risk. The 2014 version of IFRS 9 introduces an ‘expected
credit loss' model for the measurement of the impairment of financial assets, so it is no longer necessary
for a credit event to have occurred before a credit loss is recognized. It introduces a new hedge accounting
model that is designed to be more closely aligned with how entities undertake risk management activities
when hedging financial and non-financial risk exposures. The requirements for the de-recognition of financial
assets and liabilities are carried forward from IAS 39. The management of the Company is in the process of
evaluating the impacts of the aforesaid standard on the Company's financial statements.

IFRS 15 'Revenue from Contracts with Customers’ (effective for annual periods beginning on or after 01 January
2018). IFRS 15 provides a single, principles based five-step model to be applied to all contracts with customers.
The five steps in the model are: identify the contract with the customer; identify the performance obligations
in the contract; determine the transaction price; allocate the transaction price to the performance obligations
in the contracts; and recognize revenue when (or as) the entity satisfies a performance obligation. Guidance
is provided on topics such as the point in which revenue is recognized, accounting for variable consideration,
costs of fulfilling and obtaining a contract and various related matters. New disclosures about revenue
are also introduced. IFRS 15 replaces IAS 11 'Construction Contracts’, IAS 18 ‘Revenue’, IFRIC 13 ‘Customer
Loyalty Programmes’, IFRIC 15 ‘Agreements for Construction of Real Estate’, IFRIC 18 ‘Transfer of Assets from
Customers’and SIC 31" Revenue-Barter Transactions Involving Advertising Services'. The aforesaid standard is
not expected to have a material impact on the Company’s financial statements.

IFRS 16 ‘Lease’ (effective for annual periods beginning on or after 01 January 2019). IFRS 16 specifies how an
entity will recognize, measure, present and disclose leases. The standard provides a single lessee accounting
model, requiring lessees to recognize assets and liabilities for all leases unless the lease term is 12 months
or less or the underlying asset has a low value. Lessors continue to classify leases as operating or finance,
with IFRS 16 approach to lessor accounting substantially unchanged from its predecessor, IAS 17 ‘Leases’.
IFRS 16 replaces IAS 17, IFRIC 4 'Determining Whether an Arrangement Contains a Lease’, SIC-15 'Operating
Leases—Incentives’ and SIC-27 'Evaluating the Substance of Transactions Involving the Legal Form of a Lease”.
The management of the Company is in the process of evaluating the impacts of the aforesaid standard on the
Company's financial statements.

IFRS 15 (Amendments), 'Revenue from Contracts with Customers' (effective for annual periods beginning
on or after 01 January 2018). Amendments clarify three aspects of the standard (identifying performance
obligations, principal versus agent considerations and licensing) and to provide some transition relief for
modified contracts and completed contracts. The aforesaid amendments are not expected to have a material
impact on the Company's financial statements.

IAS 7 (Amendments), ‘Statement of Cash Flows' (effective for annual periods beginning on or after 01
January 2017). Amendments have been made to clarify that entities shall provide disclosures that enable
users of financial statements to evaluate changes in liabilities arising from financing activities. The aforesaid
amendments will result in certain additional disclosures in the Company's financial statements.
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IAS 12 (Amendments), ‘Income Taxes' (effective for annual periods beginning on or after 01 January 2017). The
amendments clarify that the existence of a deductible temporary difference depends solely on a comparison
of the carrying amount of an asset and its tax base at the end of the reporting period, and is not affected by
possible future changes in the carrying amount or expected manner of recovery of the asset. The amendments
further clarify that when calculating deferred tax asset in respect of insufficient taxable temporary differences,
the future taxable profit excludes tax deductions resulting from the reversal of those deductible temporary
differences. The amendments are not likely to have significant impact on Company’s financial statements.

Amendments to IAS 28 (deferred indefinitely) to clarify the treatment of the sale or contribution of assets
from an investor to its associates or joint venture, as follows: require full recognition in the investor's financial
statements of gains and losses arising on the sale or contribution of assets that constitute a business (as
defined in IFRS 3'Business Combinations’); require the partial recognition of gains and losses where the assets
do not constitute a business, i.e. a gain or loss is recognized only to the extent of the unrelated investors'
interests in that associate or joint venture. These requirements apply regardless of the legal form of the
transaction, e.g. whether the sale or contribution of assets occur by an investor transferring shares in a
subsidiary that holds the assets (resulting in loss of control of the subsidiary), or by the direct sale of the
assets themselves. The management of the Company is in the process of evaluating the impacts of the
aforesaid amendments on the Company's financial statements.

IFRIC 22 'Foreign Currency Transactions and Advance Consideration’ (effective for annual periods beginning on
or after 01 January 2018). IFRIC 22 clarifies which date should be used for translation when a foreign currency
transaction involves payment or receipt in advance of the item it relates to. The related item is translated using
the exchange rate on the date the advance foreign currency is received or paid and the prepayment or deferred
income is recognized. The date of the transaction for the purpose of determining the exchange rate to use on
initial recognition of the related asset, expense or income (or part of it) would remain the date on which receipt
of payment from advance consideration was recognized. If there are multiple payments or receipts in advance,
the entity shall determine a date of the transaction for each payment or receipt of advance consideration. The
interpretation is not expected to have a material impact on the Company's financial statements.

IFRIC 23 'Uncertainty over Income Tax Treatments’ (effective for annual periods beginning on or after 01 January
2019). The interpretation addresses the determination of taxable profit (tax loss), tax bases, unused tax losses,
unused tax credits and tax rates, when there is uncertainty over income tax treatments under IAS 12 ‘Income
Taxes'. It specifically considers: whether tax treatments should be considered collectively; assumptions for
taxation authorities' examinations; the determination of taxable profit (tax loss), tax bases, unused tax losses,
unused tax credits and tax rates; and the effect of changes in facts and circumstances. The interpretation is
not expected to have a material impact on the Company's financial statements.

On 08 December 2016, IASB issued Annual Improvements to IFRSs: 2014 — 2016 Cycle, incorporating
amendments to three IFRSs more specifically in IFRS-12 'Disclosure of Interests in Other Entities’ and I1AS-28
‘Investments in Associates and Joint Ventures'. These amendments are effective for annual periods beginning
on or after 01 January 2017 and on 01 January 2018 respectively. These amendments have no significant
impact on the Company's financial statements and have therefore not been analyzed in detail.

There are other standards and amendments to published approved accounting standards that are mandatory
for accounting periods beginning on or after 01 July 2017 but are considered not to be relevant or do not have
any significant impact on the Company's financial statements and are therefore not detailed in these financial
statements.

The Company operates a recognized provident fund for all its permanent employees. Equal monthly
contributions are made to the fund both by the Company and the employees at the rate of 8.33 percent of the
basic salary. Obligation for contributions to defined contribution plan is recognized as an expense in the profit
and loss account as and when incurred. Employees are eligible under the scheme on completion of prescribed
qualifying period of service.
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Provisions are recognized when the Company has a legal or constructive obligation as a result of past events
and it is probable that an outflow of resources embodying economic benefits will be required to settle the
obligations and a reliable estimate of the amount can be made.

Dividend distribution to the Company's shareholders is recognized as a liability in the Company's financial
statements in the period in which the dividends are declared and other appropriations are recognized in the
period in which these are approved by the Board of Directors.

Provision for current tax is based on the taxable income for the year determined in accordance with the
prevailing law for taxation of income. The charge for current tax is calculated using prevailing tax rates or tax
rates expected to apply to the profit for the year, if enacted. The charge for current taxalsoincludes adjustments,
where considered necessary, to provision for tax made in previous years arising from assessments framed
during the year for such years.

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 to the extent that it is probable that
taxable profits will be available against which the deductible temporary differences, unused tax losses and tax
credits can be utilized.

Deferred tax is calculated at the rates that are expected to apply to the period when the differences reverse
based on tax rates that have been enacted or substantively enacted by the balance sheet date. Deferred tax
is charged or credited in the profit and loss account, except to the extent that it relates to items recognized in
other comprehensive income or directly in equity. In this case, the tax is also recognized in other comprehensive
income or directly in equity, respectively.

All operating fixed assets are stated at cost less accumulated depreciation and any identified impairment
loss, except freehold land and capital work-in-progress. Freehold land is stated at revalued amount less any
recognized impairment loss. Cost of property, plant and equipment consists of historical cost, borrowing
cost pertaining to erection / construction period of qualifying assets and other directly attributable costs
of bringing the asset to working condition. Capital work-in-progress is stated at cost less any recognized
impairment loss.

Any revaluation surplus is credited to surplus on revaluation of operating fixed assets except to the extent
that it reverses a revaluation decrease of the same asset previously recognized in profit and loss account, in
which case the increase is recognized in profit and loss account. A revaluation deficit is recognized in profit and
loss account, except to the extent that it offsets an existing surplus on the same asset recognized in surplus
on revaluation of operating fixed assets. Upon disposal, any revaluation reserve relating to the particular asset
being sold is transferred to retained earnings.

Subsequent costs areincluded in the asset's carrying amount or recognized as a separate asset, as appropriate,
only when it is probable that future economic benefits associated with the item will flow to the Company and
the cost of the item can be measured reliably. All other repair and maintenance costs are charged to profit and
loss account during the period in which they are incurred.
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Leases where the Company has substantially all the risk and rewards of ownership are classified as finance
lease. Assets subject to finance lease are capitalized at the commencement of the lease term at the lower of
present value of minimum lease payments under the lease agreements and the fair value of the leased assets,
each determined at the inception of the lease.

The related rental obligation net of finance cost is included in liabilities against assets subject to finance lease.
The liabilities are classified as current and long term depending upon the timing of payments.

Each lease payment is allocated between the liability and finance cost so as to achieve a constant rate on the
balance outstanding. The finance cost is charged to profit and loss account over the lease term. Gain on sale
and lease back of operating fixed assets is deferred and amortized over the lease term and loss on sale and
lease back of operating fixed assets is recognized in profit and loss account.

Depreciation of assets subject to finance lease is recognized in the same manner as for owned assets.
Depreciation of the leased assets is charged to profit and loss account.

Depreciation on property, plant and equipment is charged from the month in which an asset is available
for use while no depreciation is charged for the month in which the asset is de-recognized. Depreciation
is charged to profit and loss account applying the reducing balance method so as to write off the cost /
depreciable amount of the assets over their expected useful lives at the rates mentioned in Note 14.1. The
residual values and useful lives are reviewed by the management, at each financial year-end and adjusted if
impact on depreciation is significant.

An item of property, plant and equipment is de-recognized upon disposal or when no future economic benefits
are expected from its use or disposal. Any gain or loss arising on de-recognition of the asset is included in
profit and loss account in the year the asset is de-recognized.

Classification of an investment is made on the basis of intended purpose for holding such investment.
Management determines the appropriate classification of its investments at the time of purchase and re-
evaluates such designation on regular basis.

Investments are initially measured at fair value plus transaction costs directly attributable to acquisition,
except for “Investment at fair value through profit or loss” which is measured initially at fair value.

The Company assesses at the end of each reporting period whether there is any objective evidence that
investments are impaired. If any such evidence exists, the Company applies the provisions of IAS 39 'Financial
Instruments: Recognition and Measurement' to all investments, except investment in associate, which is
tested for impairment in accordance with the provisions of IAS 36 ‘Impairment of Assets'.

Investments classified as held-for-trading and those designated as such are included in this category.
Investments are classified as held-for-trading if these are acquired for the purpose of selling in the short term.
Gains or losses on investments held-for-trading are recognized in profit and loss account.
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Investments with fixed or determinable payments and fixed maturity are classified as held-to-maturity when
the Company has the positive intention and ability to hold to maturity. Investments intended to be held for
an undefined period are not included in this classification. Other long term investments that are intended
to be held to maturity are subsequently measured at amortized cost. This cost is computed as the amount
initially recognized minus principal repayments, plus or minus the cumulative amortization, using the effective
interest method, of any difference between the initially recognized amount and the maturity amount. For
investments carried at amortized cost, gains and losses are recognized in profit and loss account when the
investments are de-recognized or impaired, as well as through the amortization process.

Investments intended to be held for an indefinite period of time, which may be sold in response to need for
liquidity, or changes to interest rates or equity prices are classified as available for sale. After initial recognition,
investments which are classified as available for sale are measured at fair value. Gains or losses on available
for sale investments are recognized directly in statement of other comprehensive income until the investment
is sold, de-recognized or is determined to be impaired, at which time the cumulative gain or loss previously
reported in statement of other comprehensive income is included in profit and loss account. These are sub-
categorized as under:

For investments that are actively traded in organized capital markets, fair value is determined by reference
to stock exchange quoted market bids at the close of business on the balance sheet date. Fair value of
investments in open-end mutual funds is determined using redemption price.

The investments that do not have a quoted market price in an active market and whose fair value cannot be
reliably measured, subsequent to initial recognition are carried at cost less any identified impairment loss.

Investment in an associate is accounted for under the equity method of accounting. Under the equity method,
the investment is initially recognized at cost, and the carrying amount is increased or decreased to recognize
the Company’s share of profit or loss of the investee after the date of acquisition.

The Company's share of post acquisition profit or loss is recognized in the profit and loss account, whereas for
a change recognized directly in the equity of associate, the Company recognizes its share of any change and
discloses it in the statement of changes in equity. When the Company's share of losses in an associate equals
or exceeds its interest in the associate, the Company does not recognize further losses, unless it has incurred
legal or constructive obligations or has made payments on behalf of the associate.

The Company determines at each reporting date whether there is any objective evidence that the investment
in the associate is impaired. If this is the case, the Company calculates the amount of impairment as the
difference between the recoverable amount of the associate and its carrying value and recognizes the amount
adjacent to share of profit / loss of an associate in the profit and loss account.

Inventories, except for stock in transit and waste materials, are stated at lower of cost and net realizable value.
Net realizable value signifies the estimated selling price in the ordinary course of business less estimated cost
of completion and estimated costs necessary to make a sale. Cost is determined as follows:
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Usable stores, spare parts and loose tools are valued principally at moving average cost, while items considered
obsolete are carried at nil value. Items in transit are valued at invoice amount plus other charges paid thereon.

Cost of raw materials is measured using the moving average cost formula.

Cost of work-in-process and finished goods comprises of average manufacturing cost including a portion of
production overheads.

Stock-in-transit is valued at cost comprising invoice values plus other charges paid thereon. Waste materials
are stated at net realizable value.

Cash and cash equivalents comprise cash in hand, cash at banks on current, saving and deposit accounts and
other short term highly liquid instruments that are readily convertible into known amounts of cash and which
are subject to insignificant risk of changes in values.

Revenue from different sources is recognized as under:

- Revenue from sale of goods is recognized on dispatch of goods to customers. Related Government grant is
recognized when there is reasonable assurance that the Company will comply with the conditions attached to
it and grant will be received.

- Dividend on equity investments is recognized when right to receive the dividend is established.

- Rental income is recognized when rent is accrued.

Financial instruments carried on the balance sheet include investments, deposits, trade debts, loans and
advances, other receivables, cash and bank balances, long term financing, liabilities against assets subject
to finance lease, short term borrowings, accrued mark-up and trade and other payables etc. Financial assets
and liabilities are recognized when the Company becomes a party to contractual provisions of the instrument.
Initial recognition is made at fair value plus transaction costs directly attributable to acquisition, except for
“financial instruments at fair value through profit or loss” which are measured initially at fair value.

Financial assets are de-recognized when the Company loses control of the contractual rights that comprise
the financial asset. The Company loses such control if it realizes the rights to benefits specified in contract,
the rights expire or the Company surrenders those rights. Financial liabilities are de-recognized when the
obligation specified in the contract is discharged, cancelled or expired. Any gain or loss on subsequent
measurement (except available for sale investments) and de-recognition is charged to the profit or loss
currently. The particular measurement methods adopted are disclosed in the individual policy statements
associated with each item.

Borrowings are recognized initially at fair value and are subsequently stated at amortized cost. Any difference
between the proceeds and the redemption value is recognized in the profit and loss account over the period of
the borrowings using the effective interest method.
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Trade debts and other receivables are carried at original invoice value less an estimate made for doubtful
debts based on a review of all outstanding amounts at the year end. Bad debts are written off when identified.

Liabilities for trade and other amounts payable are initially recognized at fair value, which is normally the
transaction cost.

Interest, mark-up and other charges on long term finances are capitalized up to the date of commissioning of
respective qualifying assets acquired out of the proceeds of such long term finances. All other interest, mark-
up and other charges are recognized in profit and loss account.

“A financial asset is considered to be impaired if objective evidence indicates that one or more events had a
negative effect on the estimated future cash flows of that asset.

An impairment loss in respect of a financial asset measured at amortized cost is calculated as a difference
between its carrying amount and the present value of estimated future cash flows discounted at the original
effective interest rate. An impairment loss in respect of available for sale financial asset is calculated with
reference to its current fair value.

Individually significant financial assets are tested for impairment on an individual basis. The remaining
financial assets are assessed collectively in groups that share similar credit risk characteristics.

The carrying amounts of the Company's non-financial assets are reviewed at each balance sheet date to
determine whether there is any indication of impairment. If such indication exists, the recoverable amount of
such asset is estimated. An impairment loss is recognized wherever the carrying amount of the asset exceeds
its recoverable amount. Impairment losses are recognized in profit and loss account. A previously recognized
impairment loss is reversed only if there has been a change in the estimates used to determine the asset's
recoverable amount since the last impairment loss was recognized. If that is the case, the carrying amount of
the asset is increased to its recoverable amount. That increased amount cannot exceed the carrying amount
that would have been determined, net of depreciation, had no impairment loss been recognized for the asset
in prior years. Such reversal is recognized in profit and loss account.

Derivative that do not qualify for hedge accounting are recognized in the balance sheet at estimated fair value
with corresponding effect to profit and loss account. Derivative financial instruments are carried as assets
when fair value is positive and liabilities when fair value is negative.

Financial assets and financial liabilities are set off and the net amount is reported in the financial statements
when there is legal enforceable right to set off and the Company intends either to settle on a net basis or to
realize the assets and to settle the liabilities simultaneously.

J.K. Spinning Mills Limited



For the Year ended 30 June 2017

These financial statements are presented in Pak Rupees, which is the Company's functional currency. All
monetary assets and liabilities denominated in foreign currencies are translated into Pak Rupees at the rates
of exchange prevailing at the balance sheet date, while the transactions in foreign currencies during the year
are initially recorded in functional currency at the rates of exchange prevailing at the transaction date. All
non-monetary items are translated into Pak Rupees at exchange rates prevailing on the date of transaction
or on the date when fair values are determined. Exchange gains and losses are recorded in the profit and loss
account.

Segment reporting is based on the operating (business) segments of the Company. An operating segment is
a component of the Company that engages in business activities from which it may earn revenues and incur
expenses, including revenues and expenses that relate to the transactions with any of the Company's other
components. An operating segment’s operating results are reviewed regularly by the Chief Executive Officer
to make decisions about resources to be allocated to the segment and assess its performance, and for which
discrete financial information is available.

Segment results that are reported to the Chief Executive Officer include items directly attributable to
a segment as well as those that can be allocated on a reasonable basis. Those income, expenses, assets,
liabilities and other balances which cannot be allocated to a particular segment on a reasonable basis are
reported as unallocated.

The Company has three reportable business segments. Spinning (Producing different quality of yarn using
natural and artificial fibres), Fabric (Buying varn, fabric and selling after conversion) and Home Textile
(Manufacturing of home textile articles).

Transactions among the business segments are recorded at arm's length prices using admissible valuation
methods. Inter segment sales and purchases are eliminated from the total.

14243500  Ordinary shares of Rupees 10 each fully paid in

cash 142,435
45947 600  Ordinary shares of Rupees 10 each issued to

shareholders of J.K. Fibre Mills Limited and Abid

Faig Textile Mills Limited under the scheme of

merger 459,476

712175  Ordinary shares of Rupees 10 each issued as
fully paid bonus shares 7122
60903 275 609,033
60903275 Asat01 July 609,033

Ordinary shares of Rupees 10 each issued
during the year as fully paid right shares

60903275 Asat30June 609,033
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Merger reserve 289,636
Premium on issue of right shares (Note 4.1) -
289,636

Unappropriated profit 1,954,795
2,264,431

This reserve can be utilized by the Company only for the purposes specified in section 81 of the Companies
Act, 2017.

Surplus on revaluation of freehold land as at 01 July 153,778
Increase in surplus on revaluation 24,856
178,634

Freehold land of the Company has been revalued on 30 June 2017 by an independent valuer, Messrs Harvester
Services (Private) Limited using market value method. Previous revaluations were carried out by independent
valuers on 30 September 1996, 30 September 2000, 30 September 2004, 30 June 2007, 29 June 2013 and 30
June 2016.

Long term loans (Note 6.1) 479,077
Less: Current portion shown under current liabilities (Note 12) 120,786
358,291
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Future minimum lease payments 22,444
Less: Un-amortized finance charge 553
Present value of future minimum lease payments 21,891
Less: Current portion shown under current liabilities (Note 12) 14,733

7,158

These represent vehicles acquired under finance lease agreement from Askari Bank Limited. The implicit
interest rate used to arrive at the present value of minimum lease payments range from 7.78% to 7.90% (2016:
8.10% to 8.51%) per annum. Taxes, repairs and insurance costs are to be borne by the Company. The purchase
option is available to the Company on payment of last installment and surrender of security deposit paid

under the agreement. These are secured against the leased assets.

Minimum lease payments and their present values are regrouped as under:

Future minimum lease payments 15,255 7,189
Less: Un-amortized finance charge 522 31
Present value of future minimum lease
payments 14,733 7,158
Accelerated tax depreciation 203,137
Liabilities against assets subject to finance lease (3574)
Minimum taxation (46,743)
Provision for doubtful tax refunds due from the Government -
Unused tax losses (6,996)
(57,313)
145,824
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Creditors 147423
Accrued liabilities 196,972
Advances from customers 22,808
Securities / retention money - interest free 3,237
Income tax deducted at source 427
Sales tax deducted at source 4,028
Unclaimed dividend 418
Workers' profit participation fund (Note 9.1) 8,802
Workers' welfare fund -
Other payables 29,097
413,212
Balance as on 01 July 11,005
Interest for the year (Note 32) 296
Provision for the year (Note 30) 4,582
15,883
Less: Payments during the year 7,081
8302

The Company retains workers' profit participation fund for its business operations till the date of allocation to
workers. Interest is paid at prescribed rate under the Companies Profit (Workers' Participation) Act, 1968 on
funds utilized by the Company till the date of allocation to workers.

Long term financing 4,239
Liabilities against assets subject to finance lease 27
Short term borrowings 11,988
16,254

Cash and running finances (Note 11.1 and Note 11.2) 431,008
State Bank of Pakistan refinance (Note 11.1 and Note 11.3) 785,000
Other short term finances (Note 11.1 and Note 11.4) 73,371
1,289,379

From directors (Note 11.5) 227,704
1,517,083
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These finances are obtained from banking companies under mark-up arrangements and are secured against
joint pari passu hypothecation charge on present and future current assets and joint pari passu charge on
fixed assets, pledge of stock of cotton, yarn and polyester with specific margin and personal guarantee of
certain directors of the Company. These form part of total credit facility of Rupees 6,583 million (2016: Rupees
5,933 million).

The rates of mark-up range from 6.94% to 7.62% (2016: 7.35% to 8.47%) per annum on the balance outstanding.
The rate of mark up is 3.00% (2016: 3.50% to 4.50%) per annum on the balance outstanding.

The rates of mark up on Pak Rupee finances and US Dollar finances range from 6.66% to 7.65% (2016: 7.14% to
8.47%) per annum and 2.00% to 3.06% (2016: 2.78% to 3.50%) per annum respectively on the balance outstanding.

This represents interest free loans obtained from directors of the Company which are repayable on demand.

Current portion of long term financing (Note 6) 120,786
Current portion of liabilities against assets subject to finance lease (Note 7) 14,733
135519
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The Company has filed an appeal before Appellate Tribunal, Inland Revenue, Lahore against order in original
02/2007 dated 03 May 2007 for Rupees 11.002 million (2016: Rupees 11.002 million) along with default
surcharge under section 34 of Sales Tax Act, 1990 and penalty at the rate of 30 percent. Appellate Tribunal,
Inland Revenue, Lahore passed order against the appeal of the Company. Afterwards the Company filed
reference against the decision of Appellate Tribunal, Inland Revenue, Lahore before Honourable Lahore High
Court, Lahore. The related provision is not made in these financial statements in view of expected favourable
outcome of the reference.

The Company has filed an appeal before Customs Appellate Tribunal, Lahore against the order in original
28/2015 dated 05 March 2015 for the recovery of Rupees 2.133 million (2016: Rupees 2.133 million) along with
additional tax and penalty under section 156 of the Customs Act, 1969. The related provision is not made in
these financial statements in view of expected favourable outcome of the reference.

The Company has filed an appeal before Appellate Tribunal, Inland Revenue, Lahore against the impugned order
in appeal no. 465/2016 dated 12 July 2016 of Honourable Commissioner, Inland Revenue (Appeals), Faisalabad
for the recovery of Rupees 3.108 million (2016: Rupees 7.904 million) along with default surcharge and penalty
under section 34 and 33 of Sales Tax Act, 1990 respectively. The related provision is not made in these financial
statements in view of expected favourable outcome of the reference.

Sui Northern Gas Pipelines Limited (SNGPL) is charging Late Payment Surcharge (LPS) amounting to Rupees
116.926 million (2016: Rupees 84.669 million). This late payment surcharge is due to non-payment of Gas
Infrastructure Development Cess (GIDC) as required to pay under GIDC Act, 2015 but the Company has made
provision of Rupees 63.767 million (2016: Rupees 43.413 million). However, the Company has filed an appeal
before Honourable Lahore High Court, Lahore against the LPS charged by SNGPL. The Honourable Lahore High
Court, Lahore has issued directions to suspend payment of LPS till final decision. Therefore, the Company has
not incorporated provision of remaining amount of Rupees 53.159 million (2016: Rupees 41.256 million) in
these financial statements due to expected favourable outcome of the appeal.

The Company has filed an appeal before Honourable Commissioner, Inland Revenue (Appeals), Faisalabad
against assessment order issued under section 122(5A) of Income Tax Ordinance, 2001 for the recovery of
Rupees 29.860 million for tax year 2012. The related provision is not made in these financial statements in view
of expected favourable outcome of the appeal.

The Company has filed an appeal before Honourable Commissioner, Inland Revenue (Appeals), Faisalabad
against assessment order issued under section 161 and section 205 of Income Tax Ordinance, 2001 for
the recovery of Rupees 27.303 million for tax year 2016. The related provision is not made in these financial
statements in view of expected favourable outcome of the appeal.

Guarantees of Rupees 126.050 million (2016: Rupees 82.710 million) are given by the banks of the Company to
Sui Northern Gas Pipeline Limited against gas connections and Faisalabad Electric Supply Company Limited
against electricity connection.

Post dated cheques of Rupees 206.672 million (2016: Rupees 116.430 million) are issued to custom authorities
in respect of duties on imported material availed on the basis of consumption and export plans. If documents
of exports are not provided on due dates, cheques issued as security shall be encashable.

Letters of credit for capital expenditure are of Rupees 282.027 million (2016: Rupees 98.410 million).
Letters of credit other than for capital expenditure are of Rupees 101.550 million (2016: Rupees 73.192 million).
Outstanding foreign currency forward contracts are of Rupees 621.027 million as at 30 June 2017.

Operating fixed assets (Note 14.1)

-Owned 2,486,652
-Leased 29,639
Capital work-in-progress (Note 14.2) 232,373
2,748,664
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Had there been no revaluation, value of freehold land as at 30 June 2017 would have been Rupees 59.466
million (2016: Rupees 57.838 million)

Depreciation charge for the year has been allocated as follows:

Cost of sales (Note 27)

-Owned assets 209,717
-Leased assets 1,633
211,350

Administrative expenses (Note 29)
-Owned assets 19,929
-Leased assets 7410
27,339
238,689

Detail of operating fixed assets, exceeding the book value of Rupees 50,000 disposed of during the year is as follows:

Scutcher FA-041 1 780 450 330 350 Negotiation S.S.Q. Textile Traders, Faisalabad
Ring Frame Reiter BT-702E 2 19,255 12,818 6,437 798 Negotiation S.S.Q. Textile Traders, Faisalabad
with KEB Inverter- 44
20,035 13,268 6,767 1148
Toyota Camry NS-259 1 3,500 2927 573 1,685 Negotiation Toyota Faisalabad Motors, Faisalabad
Toyota GLI FDA-717 1 1514 1,040 474 496 Company Policy ~ Mr. Muhammad Arif (Company's employee)
Toyota Fortuner ZA-881 1 5,202 2976 2226 2970 Negotiation Mr. Shahbaz Khan, Chak No. 552 GB, Tehsil
Tandlianwala, District Faisalabad
Honda Civic LEC-7784 1 2,444 1.398 1,046 1,046 Company Policy  Mr. Qayyum Mohsin Malik (Company's employee)
BMW 316 BB-881 1 7913 3,680 4,233 3800 Negotiation Mr. Asif Amin, Nawan Kot, Lahore
Honda Civic LED-1472 1 2,495 1.183 1312 1515 Company Policy  Syed Hussain Shahid Mansoor Naqvi (Company's
employee)
Porsche Panamera S 1 24914 10,242 14,672 13840 Negotiation Mr. Wagar Ahmad Sheikh, Faisal Town, Lahore
E-Hybrid CB-462
Toyota Corolla LED-4515 1 1679 1192 487 550 Company Policy  Mr. Nadeem Fayyaz Kiyani (Company's employee)
Toyota Corolla FDB-46 1 1524 1,095 429 499 Company Policy  Mr. Ghulam Muhammad (Company's employee)
51,185 25,733 25452 26401
Aggregate of other items
of property, plant and
equipment with individual
book values not exceeding
Rupees 50,000 972 813 159 1,645
72,192 39814 32,378 29,194
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Buildings on freehold land 103912
Plant and machinery 110,437
Electric installations and appliances 14,667
Advance against vehicles 3,357

232,373
750 (2016: 750) ordinary shares of 8
Rupees 10 each (Note 15.1)
Less: Accumulated impairment (8)

The Company holds 50%(2016:50%) shares in J.K. Tech (Private) Limited, a private limited company incorporated
in Pakistan and holding its principal place of business in the Province of Punjab. The principal activity of J.K.
Tech (Private) Limited is providing services of electricity transmission. This is a strategic investment of the
Company for vertical integration. The summarized financial information of J.K. Tech (Private) Limited is as
follows:

Associate's balance sheet:

Current assets 739
Non-current assets 3,836
Current liabilities (1,150)
Non-current liabilities (10,532)
Net assets (7,107)
Net assets as at 1st July (5,035)
Loss for the year (2,072)
Net assets as at 30 June (7,107)

Associate's revenue and loss:

Revenue 3,791
Loss before taxation for the year (2,034)
Loss after taxation for the year (2,072)

There are no contingent liabilities relating to the Company's interest in J.K. Tech (Private) Limited (2016: Rupees
Nil).
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Deposits 11,459
Prepayments 1,259
12,718

Less: Current portion shown under current assets (Note 21) 6,286
6,432

Stores (Note 17.1) 49,845
Spare parts (Note 17.2) 15,539
Loose tools 259
65,643

These include stores in transit of Rupees 3.241 million (2016: Rupees 0.673 million).

These include spare parts in transit of Rupees 0.597 million (2016: Rupees 0.345 million).

Raw materials (Note 18.1) 902,388
Work-in-process (Note 18.2) 308,806
Finished goods (Note 18.3) 526,314
Waste 18,600

1,756,108

These include raw materials in transit of Rupees 63.558 million (2016: Rupees 51.650 million).

This includes stock of Rupees 259.282 million (2016: Rupees 189.284 million) sent to third parties for
conversion.

These include stock of Rupees 84.923 million (2016: Rupees 77.022 million) sent to third parties for processing.

Stock-in-trade of Rupees 53.019 million (2016: Rupees 101.251 million) is being carried at net realizable
value.

The aggregate amount of write-down of inventories to net realizable value recognized as an expense during
the year was Rupees 0.420 million (2016: Rupees 10.111 million).

Secured (against letters of credit) 83,644

Unsecured:

Related party (Note 19.1 and Note 19.2) 9,006

Others (Note 19.3) 421,149
513,799
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This represented amount due from Mughanum (Private) Limited.

As at 30 June 2017, trade debts due from related party amounting to Rupees Nil (2016: Rupees 6.759 million)
were past due but not impaired. The ageing analysis of these trade debts is as follows:

Upto 1 month -
1to 6 months 6,759
More than 6 months -

6,759

As at 30 June 2017, trade debts due from other than related parties of Rupees 239.149 million (2016: Rupees
181.871 million) were past due but not impaired. These relate to a number of independent customers from
whom there is no recent history of default. The ageing analysis of these trade debts is as follows:

Upto 1 month 139,556
1to 6 months 40,865
More than 6 months 1,450

181,871

As at 30 June 2017, trade debts of Rupees 0.025 million (2016: Rupees 0.282 million) were impaired and written
off. The ageing of these trade debts was more than two years. These trade debts do not include amounts due
from related parties.

Employees - interest free:

Executives:
Against expenses 1,662
Against salary 414
2,076
Other employees:
Against expenses 1,247
Against salary 375
1,622
3,698
Advances to suppliers 46,165
Letters of credit 334
50,197
Deposit 3,017
Prepayments 4,577
Current portion of long term deposits and prepayments (Note 16) 6,286
13,880
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Export rebate and duty drawback 28,606
Insurance claim 4,406
Miscellaneous 8672
41,684

Income tax 141,454
Sales tax 250,267
Federal / special excise duty 3,307
395,028

Sales tax

Less: Provision for doubtful tax refunds due from the Government

(Note 30)

Attock Refinery Limited
10 000 (2016: Nil) fully paid ordinary shares of Rupees 10 each

D.G. Khan Cement Company Limited
10 000 (2016: Nil) fully paid ordinary shares of Rupees 10 each

National Refinery Limited
1000 (2016: Nil) fully paid ordinary shares of Rupees 10 each

Pakistan State Oil Company Limited
15 000 (2016: Nil) fully paid ordinary shares of Rupees 10 each

Akzo Nobel Pakistan Limited
6 000 (2016: Nil) fully paid ordinary shares of Rupees 10 each

Habib Bank Limited
10 000 (2016: Nil) fully paid ordinary shares of Rupees 10 each
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Ghandhara Industries Limited
5000 (2016: Nil) fully paid ordinary shares of Rupees 10 each - - -
Engro Corporation Limited
5000 (2016: Nil) fully paid ordinary shares of Rupees 10 each - - -
The Searle Company Limited
5000 (2016: Nil) fully paid ordinary shares of Rupees 10 each - - -
United Bank Limited
5000 (2016: Nil) fully paid ordinary shares of Rupees 10 each - - -
International Steels Limited
5000 (2016: Nil) fully paid ordinary shares of Rupees 10 each - - -
Lucky Cement Limited
8000 (2016: Nil) fully paid ordinary shares of Rupees 10 each - - -
Dost Steels Limited
50 000 (2016: Nil) fully paid ordinary shares of Rupees 10 each - - -
NBP NAFA Stock Fund
9267 (2016: 8 593) units held (Note 24.1) 107 16 123
107 16 123
Dividend income of Rupees 0.018 million (2016: Rupees 0.007 million) has been included in this amount.
On current accounts
Including US$ 23,007 (2016: US$ 9,972) 60,6