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April 17, 2018 Y . ~

Mr. Anwaar Ahmed

Depurty Director

Company Law Division

Securities and Exchange Commussion of Pakistan
NIC Building, 63-Jinnah Avenue,

Islamabad.

NOTICE OF EXTRA ORDINARY GENERAL MEETING TO BE HELD ON
APRIL 30,2018

Dear Sir,

This 1s with reference to your letter dated Apnl 11,2018 with regard to Notice of Exte
Ordinary General Meeting to be held on April 30, 2018.

You would appreciate that at the time of issuance of SRO 423(I)/2018 on April 03, 2018 the
Company has already issued notice on March 30, 2018 to convene a Board meenng on April 06,
2018 and draft nouce of EOGM was prepared in compliance of then applicable S5.R.O
1227/2005, dated December 12, 2005, However, before the convening of the board meetng;
the Commussion noufied SRO 423(I)/2018 on Apnl 04, 2018 and various addinonal
informaton was required to be shared to the shareholders in statement of material facts in case
of passing special business and we ensured compliance of all the requirements of SRO

423(1)/2018 with regard to special business being undermken by the Company to the best of
our efforts and in minimum possible time.

In this connecoon, our submission to the queries of the Commuission in seratm are as under:

2a) Your attention is drawn towards point no 4 n statement of material facets under Section
134 (3) of the Companies Act, 2017 wherein the Compan} has already provided reasons for
seling of plant and machinery at lower than cmymg value; however, same 15 bong
reproduced for your ease of reference.

Quote

It &5 npmrm' that iand and tfms’dmg word jmh meare 1han carring arm.lnrnf 7 W

opligns available to buyers due fo c.-“a.mrr of varions fexiile wmis in afan_and inery being non-

operational for gurte somelimes.

ﬂmgugn&*

It is further submitted that vanous textle spinmng units have been closed down 10 recent
past months, e.g. Bilal Spinning, Ravi Textile, Nauman Suleman, Dawood Spinnig, Aryan
Textile and D. M. Textles and their machinery are available i marker for sale. Please also
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note that assets of closed unir could not realize the cartying value, rather the Company could
lose more amount due to deterioration of machinery in case it is held for longer peniod of time
in search of higher price apart from ame value of money.

2b) Currently, the management does not have potential tenant in sight, therefore, it is no
possible to determine terms and conditions of lease of the assets. Nevertheless, the
management will only lease out the building if it is in the best interest of the Company and
allows the management to pay down the its creditors and may be for a period of 12 months
to 18 months. In any case; we shall comply with the provision of SRO 423(1) /2018 wirl;
regard to leasing of premises by tendenng in newspapers and compliance shall also be

submitted to the Commussion as well as approptiate disclosure in financial statements and
directors report.

2c) Please note that the management has mentioned details of land as per requirement -
Please refer to point 1 wherein if has been stated that [ 26 Kanuls gud 13 mares af Lengd lovaiid

ar 10 K&’awﬂ;gﬂdmig_&g-,iﬁgfgﬁ@ym Road, Muridke way aeguired on 1 6th Decermber 1 98y,

It 1s implied that the Company mntends to dispose of its lind and building located at 1)
Kilometer Muridke-Sheikhupura Road, Muridke as the building 1s constructed on the same
land and it 1s an INDUSTRIAL unit. We have noted your pomt of view and herehy
undertake to inform the shareholders in the forthcoming EOGM with temrd 1o
observations of the Commission and same will be recorded in the minutes of meenng

2 d) Your kind attention 15 drawn towards Para 3 under heading *“The proposed manner of
disposal” of statement of material facts that the Company has already identified inrerested
and independens buyers. It is further clarified that the interested and mdependent buyers are
not related to the Company, its directors or relatives thereof. We shall apprse the

shareholders in the forthcoming EOGM with regard to observation of the Commission and
same will be recorded in the minutes of meeting.

2Ze) It is submitted thar domestically, the depressed international demand for coton,
weakened global commodity prices and reduced local output of cotton, changing consumer
preferences for foreign brands, low priced Chinese products triggered a downward spinl
for the textile sector which remained pervasive through recent past years. Moreover, the
socio-polincal situation of the Country faced immense pressures (locally and mternatonally)
which resulted in volatile business environment especially export onented industries. Hence,
the Company remained under severe pressure in terms of working capital requirements and
increasing debt repayment pressures from the lending insttutions. The operations of the

Company were halted and the loss was accumulating owing to interest, tax, depreciation and
amortzation.

The Company was in a vicious circle in view of pressures from outstanding debt repiyment
and resultantly inability to raise further working capital lines from the financial institutons
to resume the operations. In view of the above the Management of the Company 1s
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reviewing the opton of alternate business strategies (o get out of rhis vicious cirele. This
included discussions with financial institutions for restructunng of its debr and making
available fresh lines for working capital requirements. The Management reviewed all tlie
option including nghts issue and restrucrur g of its asset base by letting out or sale of pari
of plant & machinery in order to reduce debt burden and generaton of working capiral
requirements. However, it could not find out any option but to settle the Compan's
obligations towards its lenders and creditors through disposal of property, plant and
equipment and find out alternate business plan in the best interest of its shareholders.

Purpose of sale as required under Clause B(5)(I)(iv) is already comprehensively explaned in
Paragraph 4 (Reason for the Disposal) of statement of material facts as well as in business
plan read with statement of material facts wherein m-prnciple approval of sharcholders was
sought in last annual general meeting held on November 27, 2017

2 f) All required information under Clause B3 (3) 11 of the SRO has been given in statement

of matenal facts. Your attention is invited rowards patagraph 5 (Furure Business Plan)
wherein has been briefly stated that

Quore

The management has assessed the liguidity requirements of the Company keeping in mnd market condition
and proposed to freehold land, burildings, plant and machinery, electric fittings and installations and siores
and ipares and to enter into frading of man-made fibers (including but not limited 1o polyester, micose el
aeryize), yarn and shares. The management has also proposed fo Jet out the C dpany s premses siliegueint
to sale of machinery till the time land and bualding could be soid. It will provide the Company
apportuntly to generate reasonable cash flows to weet operational regiirements of the Company. 11 is expected
that the Company would be able to recommence ity operaizons before the close of finascial year ending on |une
20, 2019.The above obyects are anthorszed by the Memorandum of Assoctation af the Company. Fimencion!
Projection of the proposed business plan 15 attached with this notice as. Anmesare ' A" Copy of the defiiieed
Jeasbility report of the proposed business plan is available Jor inspeciion from the Regrstered Office of 1he
Company as well as on Company's website: hrip:/ | www.daressalaarstetilemills.com. 'Ihe exchected toll
cost of the project is around Rupeer 80 million to manage working capelal requirements and cupiti
expenditure and expected o be implemented in next financial year.

Unquore

2 g) Your attention is invited to last sentence of para 4 of statement of matenal facts
whetein it has been clearly stated that “Ir is browght 1o the knowiede of members that the dirvitors of
the Company have carvied out necessary due diligence before marking decision with regard to dispasal vf land
building, plant and machinery and other assets”. 1t is further submitted that it shall be made
avalable to the members for inspection in the general meeting mentioned in pur
(Inspecuon of documents) of statement of marerial facts.

3a) Please refer to our response to Point Number 2(f) wherein relevant contents of notice
of meeting has been reproduced for ease of reference. Tt has been mentioned that business
plan would be implemented on or before June 30, 2019. We shall explain the same before
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the shareholders 1n farthcuming EOGM and same will be recorded in the mitiutes ol
mezung.

3b) The definite umelines as given by the lenders, first charge holders, under the agreements
1s a period of 24 months from the date of agreements which will be implemented before the
close of the current fiscal year. It is for this reason we have projected that the liability ro the
banks has to be settled within that given ume frame by paying a part in the first yeur then
the balance in the second year and accordingly spreading the sale of assets in rwo years. In
the first year, the plant and machinery shall be disposed of and in the second year sale of
the rest of the assets Le. land and building and other assets have been projected. We have
noted your point and will inform the shareholders in the forthcoming EOGM with regard
to observation of the Commission and same will be recorded in the minutes of meeting

3¢) The matter was discussed and deliberated in the meeti.ng. but was unfortunately was not
documented in the business plin. Please condone this omission on our part, we shull
explain the same before the shareholders in forthcoming EQGM with regard to observation
of the Commission and same will be recorded in the minutes of meeting.

3d) Credit balances amounting to Rs 148,811 written back are detailed below as:
v

: PER
in million
Mark up accrued (warver) by the lenders® ] 104,038
Expected Settlement with the trade creditors*™ ~44.773
As per Projection _ 148.811 |
|

*As a result of the agreements with finaneial institutions, they are charging a nominal mark
up and the remaining mark up over and above the contractual agreement will be written

back if the management is able to comply with all terms and conditions to the settement (o
the agreements,

**During the year 2017-18 after entering into the agreement with few trade creditors paying
certain percentage of outstanding balances, the remaining amount were wrtten back via
agreements with creditors. Thus, keeping in view the basis of settlements we expect that the
credit of Rupees 44.773 million will be written back and are Incorporated in projections.

Je) As already stated, the interested buyer is an independent party and 1s not a relared party

Our submissions to remaining observations / quertes are as under:



176-N, 8cotch Corner, Upper Mall
EATIORE Skl FAKISTAN
hd . Plusne 441 43 ASETE ud 14

Fax; #4742 J5ETE

D AR ES S ALAAM I NILLS- I}'.II.H;I::ELT Bl ke ey Kioa)
TEXTILE MILLS LIMITED Pivoe, =91 £ 990 012 53
F-amail dimiEnedng sei =
- 5 . ‘\
.

Business plan has now been uploaded on the Company’s website as it was erroncously
omitted by our staff to upload the same; please condone the same.

We are of the view that requirement 1s not applicable to Company as it is neither heing
wound up nor closing down its business rather it “is reviving the Company by
implementing alternate business plan. Further, we have mentioned in swmtement of
material facts that assets shall be disposed off through tender in newspapers and /o
negotiation. Please note that the Company had identfied an interested |bui
INDEPENDENT bonafide buyer for partly disposal of plant and machinery in line with
n-principle approval obtamed from the shareholders in 28th Annual General Meeting of
the Company held on 27 November 2017. However, we undertake that disposal of all
other assets or leasing of assets, if required shall be made through tendering of
newspapers. We are twying our best efforts in the interest of shareholders to yencruie
maximum amount to settle.the secured and unsecured creditors and revive the Company.

We will share all relevant information to the shareholders mcluding SECP letter and oul

response to the commission And all other information shall be presented before (he
shareholders during the meeting,

Itis hoped that aforesaid clanfication satisfies the queries raised in vour letter and we undertake
that all the mformation including business plan, observanons of the Commussion shall be

shared with the shareholders in forthcoming EOGM. Therefore, it is humbly requested that we
may be allowed to present all the required informaton before the shareholders in EOGM
instead of printing and circulating the same to each shareholder at their communication address,

Thanking you,
Kind repards,

For Dar Es Salaam Textile Mills Limited,

b > P
Shahid Amin Ch.
Company Secretary



