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AUDITORS’ REPORT TO THE MEMBERS

We have audited the annexed statement of financial position of Dar Es Salaam Textile Mills I
Limited (“the Company”) as at June 30, 2015 and the related condensed statement of
comprehensive income, statement of cash flows 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 f
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 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) We were unable to verify the amount payable to banks of Rs. 398.34 million on account of ,‘
short and long term financing and markup accrued thereon, due to non-confirmation of ;
balances from such banks. Further, markup expense for the year of Rs. 36.56 million could not |
be confirmed in the absence of such confirmations. |

(b) Bank balances of Rs. 0.434 million were circularized for direct confirmation of balances held in ;l
the bank accounts, however no response received till the date of reporting. '

(c) Physical verification of store and spares of Rs. 6.93 million was not carried out and it could
also not be verified by applying alternative audit procedures. Also, adjustment of written off |
of Rs. 6.43 million, in absence of necessary detail, could not be verified. |

(d) In the absence of confirmation from Creditors amounting to Rs. 130.05 million and Other l
Payables of Rs. 24.35 million, could not be verified. Moreover, during the year a sum of Rs. I
61.10 million was written off against Creditors, confirmation of such balances was not
provided for verification. i

(e) Confirmation from Company’s lawyer regarding detail and status of pending cases filed by or
against the Company, was not provided. Due to non-availability of such confirmation, status
of such cases and their financial implications could not be ascertairyf
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() In our opinion, proper books of accounts have been kept by the Company as required by the
Companies Ordinance, 1984.

(g) Inour opinion, except for the effects, if any, of the matters referred to in paragraphs (a) to (e):

i) the statement of financial position and condensed statement of comprehensive income
together with the notes thereon have been drawn up in conformity with the Companies i
Ordinance, 1984, and are in agreement with the books of accounts and are further in
accordance with accounting policies consistently applied except for the changes as stated
in note 3 which we concur;

ii) 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;

(h) In our opinion, except for the effects, if any, of the matters referred to in paragraphs (a) to (e)
above, and to the best of our information and according to the explanations given to us, the
statement of financial position, condensed statement of comprehensive income, statement of
cash flows 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 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 June 30, 2015
and of the loss, its cash flows and changes in equity for the year then ended; and

(i) In our opinion, no Zakat was deductible at source under the Zakat and Usher Ordinance, 1980
(XVIII of 1980).

Without qualifying our opinion, we draw attention to note 2.2 in the financial statements, which
indicates that the Company incurred loss before tax of Rs.80.70 million (2014: Rs.123.25 million)
during the year ended June 30, 2015 resulting into accumulated loss of Rs. 347.32 million and
negative equity of Rs. 267.32 million. Also, as of that date, the Company’s current liabilities
exceeded its total assets by Rs. 504.85 million. These conditions, along with other matters as set
forth in note 2.2, indicate the existence of a material uncertainty which may cast significant doubt
about the Company’s ability to continue as a going concern and, therefore, that it may be unable to
realize its assets and discharge its liabilities in the normal course of business.

:
i

Lahore UHY Hassan Naeem 0.
Chartered Accountants
Date : 07 0CT 2015 Ibne Hassan, FCA
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REVIEW REPORT TO THE MEMBERS ON STATEMENT OF COMPLIANCE
WITH BEST PRACTICES OF THE 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”) for the year ended 30 June 2015, prepared by the
Board of Directors of Dar Es Salaam Textile Mills Limited (“the Company”) to comply with the
requirement of Listing Regulation No.35 of Karachi and Lahore Stock Exchanges 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 review of various documents prepared by the Company to comply

with the Code.

As a part of our audit of 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 controls covers all risks and controls, or to form an opinion on the effectiveness of such '1
internal controls, the Company’s corporate governance procedures and risks. '

The Code requires the Company to place before the Audit Committee, and upon
recommendation of 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 approval of 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 June 30, 2015.

Further, we would like to highlight an instance of non-compliance with the requirements of the
Code as reflected in paragraph 8 of the Statement of Compliance that the orientation courses of

directors were not conducted.
U&-lé Eassan NMMMAA |
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Dar Es Salaam Textile Mills Limited

Statement of Financial Position
As at June 30, 2015
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2015 2014
Nofe Rupees Rupees
Non-current assets
Fixed assets 5 723,583,143 792,217,341
Long term deposits 6 1,649,458 1,649,458
725,232,601 793,866,799
Current assets
Stores and spares 7 6,933,740 20,483,648
Stock-in-trade & 10,189 10,116,397
Trade debts 9 - 6,211,739
Advances, deposits, prepayments and other receivables 10 14,044,357 8,988,283
Tax refunds due from Government i 52,016,715 51,913,897
Cash and bank balances 12 589,367 7,092,851
73,594,368 104,806,815
Current liabilities
Trade and other payables 13 180,096,579 223,318,098
Short term borrowings 14 172,674,481 172,720,669
Current portion of long term loan 17 158,539,547 126,546,477
Mark-up accrued 15 67,131,592 30,859,421
Provision for taxation - -
578,442,199 553,444,665
Working capital employed (504,847,831) (448,637,850)
220,384,770 345,228,949
Non-current liabilities
Subordinated sponsors' loan 16 B R
Long term loan 17 E 31,993,070
Retirement benefits 18 - 12,749,108
Deferred tax liability 19 51,739,967 65,950,474
51,739,967 110,692,652
Contingencies and commitments 20
Net capital employed 168,644,803 234,536,297
Represented by:
Share capital and reserves
Authorized share capital
(15,000,000 Ordinary shares of K. 10 each) 150,000,000 150,000,000
Shate capital 21 80,000,000 80,000,000
Accumulated losses (347,318,671) (313,581,826)
(267,318,671) (233,581,826)
Surplus on revaluation of fixed assets - net of tax 22 435,963,474 468,118,123
168,644,803 234,536,297

The annexed notes 1 to 41 form an integral part of these financial stateme

M/OQW

Faisal Mukhtar
Chief Executive Officer

C ? NT 2045
Lahore: ol (U1

Abida Mukhtar
Director




Dar Es Salaam Textile Mills Iimited -

Condensed Statement of Comptehensive Income
For the year ended June 30, 2015
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2015 2014
Note Rupees Rupees

Sales 23 32,585,974  1,363,715,008
Cost of sales 24 114,345,172 1,483,815,417
Gross loss (81,759,197)  (120,100,409)
Operating expenses:

Administrative expenses 25 21,571,727 68,006,837

Distribution cost 26 36,180 2,156,957

21,607,907 70,163,794

Operating loss (103,367,104)  (190,264,203)

Finance cost 27 (39526,763)  (42,212,033)

Other income 28 70,935,394 158,082,308

Other operating charges 29 (8,738,765) (48,852,559)
Profit/ (loss) before taxation (80,697,238)  (123,246,487)
Taxation 30 14,805,745 13,017,962
Profit/ (loss) after taxation (65,891,493)  (110,228,525)
Other comprehensive income for the year

Items that will never be reclassified to comprehensive income

Incremental depreciation for the year 32,154,649 26,093,615

Revaluation gain realize over disposals 22 - 13,280,680

Re-measurement of defined benefit liability 18 - 421,054

32,154,649 39,795,349

Total comprehensive icome/ (loss) for the year (33,736,845) (70,433,176)
Profit/(loss) per share - basic and diluted 317 (8.24) (13.78)

The annexed notes 1 to 41 form an integral part of these financial statcn7nt%

% g\h
" e Faisal Mulchtar
U i L Chief Executive Officer

Lahore:

ot

Abida Mukhtar
Director
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Dar Es Salaam Textile Mills Limited

Statement of Cash Flows
For the year ended June 30, 2015
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2015 2014
Nore Rupees Rupees
Cash flow from operating activities
Loss before taxation (80,697,238)  (123,246,487)
Adjustments for:
Depreciation T | 64,374,078 70,593,791
Amottization 25 95,426 293 684
Sponsors loan written off - (80,240,000)
Finance cost 27 39,526,763 42,212,033
Bad debts written off - 8,591,686
Trade and other payables written off 28 (61,099,356) (77,842,308)
Trade debts written off 29 2,304,987 32,797,203
Loss / (profit) on disposal of fixed assets 28 (836,038) 12,038,674
Provision for gratuity - 3,753,946
Obsolete spares written off 29 6,433,778 -
Loss from operations (29,897,600) (111,047,778)
Wotking capital changes
Stores and spares 7,116,130 14,381,105
Stock-in-trade 10,106,208 143,706,998
Trade debts 3,906,752 31,858,431
Advances, deposits, prepayments and other recetvables (5,056,074) (21,133,092)
Trade and other payables - 8,741,224 18,518,558
24,814,241 187,332,000
Cash generated from/(used in) operations (5,083,360) 76,284,222
Finance cost paid (3,254,588) (25,892,160)
Gratuity paid (3,612,495) (7,734,259)
Taxation paid 492,420 (8,193,977)
(6,374,663) (41,820,396)
Net cash generated from/(used) in operating activities (11,458,023) 34,463,826
Cash flow from investing activities
Additions in property, plant and equipment LT (484.272) (2,8006,619)
Long term deposits = (307,373)
Proceeds from sale of fixed assets 5.1.4 5,485,000 31,540,000
Net cash flow from investing activities 5,000,728 28,426,008
Cash flow from financing activities
Long term loans - (26,164,073)
Short term finance (46,188) (35,634,114)
Net cash used in financing activities (46,188) (61,798,187)
Net increase/(decrease) in cash and cash equivalents (6,503,483) 1,001,647
Cash and cash equivalents at beginning of the year 7,092,851 6,001,204
Cash and cash equivalents at the end of the year 12 589,367 7,092,851

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

B Ballo . rora Faisal Mukhtar
Lahorn UL ;_"J?liChiefExecutive Officer

~
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Abida Mukhtar

Director
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Dar Es Salaam Textile Mills Limited
Statement of Changes in Equity
For the year ended June 30, 2015

|
Share capital Hecumalated Total |
losses |
Rupees Rupees Rupees ‘
Balance as at July 01, 2014 80,000,000 (243,148,650 (163,148,650) |
Total comprehensive income for the year - (70,433,176) (70,433,176) ‘
i
Balance as at June 30, 2014 80,000,000 (313,581,826) (233,581,826)
Balance as at July 01, 2014 80,000,000 (313,581,826) (233,581,826)
Total comprehensive loss for the year - (33,736,845) (33,736,845)
Balance as at June 30, 2015 80,000,000 (347,318,671) (267,318,671)
The annexed notes 1 to 41 form an integral part of these financial stater?g
I
|
|
|
r
|
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" Faisal Mukhtar Abida Mukhtar
Director

Lahore: Chief Executive Officer
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Dar Es Salaam Textile Mills Timited

Notes to the Financial Statements
For the yeat ended June 30, 2015

1 Reporting cntity

Dar I%s Salaam Textile Mills Limited ("the Company") was incorporated in Pakistan on September 28, 1989 as
public unlisted company under the Companies Ordinance, 1984 and was subsequently listed on the Karachi and
Lahore Stock Exchanges in 1991, The registered office of the Company is situated at 63-B-1, Gulberg 111, Lahore.
The prncipal activity of the Company is to manufacture and sale of yarn.

2 Basis of preparation

21

2.2

Statement of compliance

These financial statements have been prepared in accordance with approved accounting standards as
applicable in Pakistan and the requirements of the Companies Ordinance, 1984, Approved Accounting
Standards comprise of such International Accounting Standards as notified under the provisions of the
Companies Ordinance, 1984, Wherever, the requirements of the Companies Ordinance, 1984 or the
directives issued by the Securities and Exchange Commission of Pakistan differ with the requirements of

these standards, the requitements of the Companies Ordinance, 1984 or the requirements of the said
directives take precedence.

Going coneern assumption

The Company has been facing operational issues for the last couple of years including shut down of
cletricity due to heavy rain storm and shortage of gas supplies due to which the Company has incurred loss
before tax of Rs. 80.70 million (2014: Rs.123.25 million) and has accumulated losses amounting to Rs.
347.32 million at the year end. In addition, the Company's current liabilities exceeded its curtent assets by
Rs. 504.84 million (2014: Rs.448.638 million) at the year end. The Company has not been able to meer its
various obligations for long term loans and short term borrowings.

These conditions indicate the existence of a material uncertainty which may cast significant doubt on the

Company’s ability to continue as a going concern and therefore it may be unable to realize its assets and
discharge its liabilities in the normal course of business.

The financial statements have been prepared on going concern basis on the grounds that the Company will
be able to achieve satisfactory levels of profitability in the future based on the plans drawn up by the
management for this purpose and bringing its liabilities to serviceable level and availability of adequate
wotking capital through support from sponsors.The Company is confident that it will continue to be
supported by the sponsors, the lenders and also be able to reschedule remaining of its existing over-due
botrowings as well.. Management expects that:

- the Company will continue to get support of sponsors;

- the Company will continue to get support of its lenders and will be able to obtain relaxation in
payment terms of its over-dué borrowings; and

- the Company will be able to generate adequate liquidity through new short term borrowings and
will be successful in utilising such funds to increase its operations and achieve its budgeted targets
for production of yarn,

The financial staternents consequently do not include any adjustment relating to the realization of the assets
and liquidation of its liabilities that might be necessary would the Company be unable to continue as a going
concern. ?

N




Dar Es Salaam Textile Mills Limited

Notes to the Financial Statements
For the year ended June 30, 2015

2.3

2.4

Financial liabilities

The Company could not make timely repayments of principal and interest / mark-up relaced to long term
debts as teferred to in Note 35. Further, as at the reporting date, the Company could not comply with
certain financial and other covenants imposed by the lenders. As per the agreed terms of long term debts
the lenders have unconditional right to call the loans if timely repayments are not made or covenants are not
complied with. International Accounting Standard on Presentation of financial statements (IAS - 1) requires
that if an entity breaches a provision of a long-term loan arrangement on or before the end of the reporting
period with the effect that the liability becomes payable on demand, it should classify the liability as current,

Basis of measurement

These financial statements have been prepared under the historical cost convention except for recognition
of certain staff retirement benefits at present value as stated in note 3 (b) and revaluation of certain fixed
assets referred to note 5.6 of the financial statements. except for the amounts reflected in the cash flow
statement, all transactions have been accounted for on accrual basis.

Use of estimates and judgments

The preparation of financial statements in conformity with approved accounting standards requires the use
of certain critical accounting estimates. It also requires management to exercise its judgment in the process
of applying the Company's accounting policies. Fstimates and judgments are continually evaluated and are
based on historical experience, including expectations of future events that are believed to be reasonable
under the circumstances. The arca involving a higher degree of judgments or complexity or arcas where
assumptions and estimates are significant to the financial statements are as follows:

a.  Property, plant and equipment

The management of the Company reassesses useful lives, depreciation method and rates for each item of
propetty, plant and equipment annually by considering expected pattern of cconomic benefits that the
Company expects to detive from that item and the maximum period up to which such benefits are expected
to be available. The rates of depreciation ate specified in note 5.1

b. Taxation

The Company takes into account the current income tax law and decisions taken by appellate authorities
while estimating its tax liabilities.

c. Provisions

Provisions are based on best estimate of the expenditure required to settde the present obligation at the
reporting date, that is, the amount that the Company would rationally pay to settle the obligation at the
repotting date or to transfer it to a third party

d.  Revaluation of fixed assets

Revaluation of fixed assets is carred out by independent professional valuer. Revalued amounts of non-
depreciable items are determined by reference to local market values and that of depreciable items are
determined by reference to present depreciated replacement values.

The frequency of revaluations depends upon the changes in fair values of the items of property, plant and
cquipment being revalued. When the fair value of a revalued asset differs materially from its carrying
amount, a further revaluation is required. Such frequent revaluations are unnecessary for items of property,
plant and equipment with only insignificant changes in fair value. Instead, it may be necessary to revalue the
item only every three or five years. &
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Dar Es Salaam Textile Mills Limited
Notes to the Financial Statements
For the year ended June 30, 2015

2.5

€. Contingencies

The Company has disclosed its contingent liabilities for the pending litigations and claims against the
Company based on its judgment and the advice of the legal advisors for the cstimated financial outcome.
"The actual outcome of these litigations and claims can have an cffect on the carrying amounts of the
labilities recognized at the balance sheet date. However, based on the best judgment of the Company and
its legal advisors, the likely outcome of these litigations and claims is remote and there is no neced to
recognize any liability at the balance sheet date.

f, Provision for doubtful debts, advances and other receivables

The Company reviews the recoverability of trade debts, advances and other receivables at each reporting
date to assess whether provision should be recorded in profit and loss account. In particular, judgement by
management is required in estimates of the amount and timing of future cash flows when determining the
level of provision required. Such estimates are based on certain assumptions about a number of factors and
actual results may differ, resulting in future changes to the provision.

g.  Storcs, spare parts, loose tools and stock in trade
The Company reviews the stores, spare parts, loose tools and stock in trade for possible impairment on an
annual basis. Any change in the estimates in future years might affect the carrying amounts of the respective
items of stores, spate parts, loose tools and stock in trade with a corresponding affect on the provision.

Functional Currency

These financial statements have been prepared in Pak Rupees which is the Company’s functional currency

3 Initial application of new standards, interpretations or amendments to existing standards and
forthcoming requircments

31

New and revised approved accounting standards, interpretations and amendments thereto

There were certain new standards and amendments to the approved accounting standards which became
effective during the period but are considered not to be relevant ot having significant effect on the
Company’s operations and are, therefore, not disclosed in these financial statements.

The following standards, amendments and interpretations of approved accounting standards will be
effective for accounting periods beginning on or after 01 July 2015:

. Amendments to IAS 16 Property, Plant and Equipment and 1AS 38 Intangible Asscts (cffective for
annual periods beginning on or after 1 January 2016) introduce severe restrictions on the use of
revenue-based amortization for intangible assets and explicitly state that revenue-based methods of
depreciation cannot be used for property, plant and equipment. The rebuttable presumption that
the use of revenue-based amottisation methods for intangible assets is inappropriate can be
overcome only when revenue and the consumption of the economic benefits of the intangible
assct are ‘highly correlated’, or when the intangible assct is expressed as a measure of revenue. The
amendments are not likely to have an impact on Company’s financial statements.

. IRS 10 “Consolidated Financial Statements” — (effective for annual periods beginning on or after 1
January 2015) replaces the part of TAS 27 “Consolidated and Separate Financial Statements’. IFRS
10 introduces a new approach to determining which investees should be consolidated. The single
madel to be applied in the control analysis requires that an investor controls an investee when the
investor is exposed, or has rights, to vatiable returns from its involvement with the investee and
has the ability to affect those returns through its power over the investce. IFRS 10 has made
consequential changes to TAS 27 which is now called ‘Separate Financial Statements’ and will deal
with only separate financial statements. Certain further amendments have been made to 1ERS 10,
1FRS 12 and TAS 28 clarifying the requirements relating to accounting for investment entities and
would be effective for annual periods beginning on or after 1 January 2016. The adoption of this
standard is not likely to have an impact on Company’s financial statements.
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Dar Es Salaam Textile Mills Limited

Notes to the Financial Statements
For the year ended June 30, 2015

ITRS 11 “Joint Arrangements” (effective for annual periods beginning on or after 1 January 2015)
replaces TAS 31 “Interests in Joint Ventures’, Firstly, it carves out, from IAS 31 jointly controlled
cntitics, those cases in which although there is a separate vehicle, that separation is incffective in
certain ways. These atrangements ate treated similatly to jointly controlled assets/operations under
IAS 31 and are now called joint opetations. Secondly, the remainder of TAS 31 jointly controlled
entities, now called joint ventures, are stripped of the free choice of using the equity method or
propartionate consolidation; they must now always use the equity method. IFRS 11 has also made
consequential changes in TAS 28 which has now been named ‘Investment in Associates and Joint
Ventures’. “The amendments tequiring business combination accounting to be applied to
acquisitions of interests in a joint operation that constitutes a business are effective for annual

petiods beginning on or after 1 January 2016. The adoption of this standard is not likely to have an
impact on Company’s financial statements.

IFRS 12 *Disclosure of lnterests in Other Entities’ (effective for annual periods beginning on or
after 1 January 2015) combines the disclosure requirements for entities that have interests in
subsidiaries, joint arrangements (ic. joint operations or joint ventures), associates and/or
unconsolidated structured entities, into one place. The adoption of this standard is not likely to
have an impact on Company’s financial statements.

LIRS 13 “Fair Value Measurement” (effective for annual periods beginning on or after 1 January
2015) defines fair value, establishes a framework for measuring fair value and sets out disclosure
requirements for fair value measurements. 1FRS 13 explains how to measure fair value when it is
required by other IFRSs. It does not introduce new fair value measurements, nor does it climinate
the practicability exceptions to fair value measurements that currently exist in certain standards.
The adoption of this standard is not likely to have an impacr on Company’s financial statements.

Amendments to IAS 27 ‘Separate Financial Statements’ (effective for annual periods beginning on
orafter 1 January 2016). The amendments to IAS 27 will allow entities to use the equity method to
account for investments in subsidiaries, joint ventures and associates in their separate financial
statements. “The adoption of the amended standard is not likely to have an impact on Company’s
financial statements.

Agriculture: Bearer Plants [Amendments to TAS 16 and 1AS 41] (effective for annual periods
beginning on or after 1 January 2016). Bearer plants arc now in the scope of 1AS 16 Property, Plant
and liquipment for measurement and disclosure purposes. Therefore, a company can elect to
measure bearer plants at cost. IMowever, the produce growing on bearer plants will continue to be
measured at fair value less costs to sell under TAS 41 Agriculture. A bearer plant is a plant that is
used in the supply of agricultural produce; is expected to bear produce for more than one period;
and has a remote likelihood of being sold as agricultural produce. Before maturity, bearer plants are
accounted for in the same way as self-constructed items of property, plant and equipment during
construction. The adoption of the amended standard is not likely to have an impact on Company’s
financial statements.

Sale or Contribution of Assets between an Investor and its Associate or Joint Venture
{Amendments to IFRS 10 and TAS 28) [effective for annual periods beginning on or after 1 January
2016|. The main consequence of the amendments is that a full gain or loss is recognised when a
transaction involves a business (whether it is housed in a subsidiary or not). A partial gain or loss is
recognised when a transaction involves assets that do not constitute a business, even if these assets
are housed in a subsidiary. The adoption of these amendments is not likely to have an impact on
Company’s financial statements.

Annual Improvements 2012-2014 cycles (amendments are effective for annual periods beginning on or after
1 January 2016). The new cycle of improvements contain amendments to the following standards:

/




Dar Es Salaam Textile Mills Limited
Notes to the Financial Statements
For the year ended June 30, 2015

IFRS 5 Non-current Assets Ield for Sale and Discontinued Operations. IFRS 5 15 amended to
clarify that if an cntity changes the method of disposal of an asset (or disposal group) ie.
reclassifies an asset from held for distribution to owners to held for sale or vice versa without any
time lag, then such change in classification is considered as continuation of the original plan of
disposal and if an entity determines that an asset (or disposal group) no longer meets the criteria to
be classified as held for distribution, then it ceases held for distribution accounting in the same way
as it would cease held for sale accounting,

IFRS 7 ‘Financial Instruments- Disclosures’. IFRS 7 is amended to clarify when servicing
artangements arc in the scope of its disclosure requitements on continuing involvement in
transferred financial assets in cases when they are derccognized in their entirety. IFRS 7 is also
amended to clarify that additional disclosures required by ‘Disclosures: Offsetting Financial Assets
and Tinancial Liabilities (Amendments to TFRS7) are not specifically required for inclusion in
condensed interim financial statements for all interim periods.

. IAS 19 “Employee Benefits’. TAS 19 is amended to clarify that high quality corporate bonds or

government bonds used in determining the discount rate should be issued in the same currency in
which the benefits are to be paid.

. IAS 34 “lnterim Financial Reporting’. 1AS 34 is amended to clarify that certain disclosures, if they

are not included in the notes to interim financial statements and disclosed elsewhere should be
cross referred.

4 Significant accounting policies

4.1

4.2

43

4.4

4.5

4,6

Borrowings

Loans and borrowings are recorded at the proceeds received. Financial chatges are accounted for on accrual
basis and included in mark-up payable,

All mark-ups, interest and other charges on long term and short term borrowings are charged to profit in
the period in which they are incurred.

[ixchange gain or loss arising in respect of foreign currency is covered under provision of SBP FE. Circular
No 25 dated 20" June 1998.

Staff retirement benefits

Defined contribution plan

The Company has an approved contributory Provident Fund Scheme for its employees. The Company and

the employees both make monthly equal contribution as per Provident Fund Rules. The Company
implemented I'unded Gratuity Scheme for all the employees in place of Provident Fund effective July 01,
2008 however, executives are continued to remain in contributory Provident Fund Scheme.

Trade and other payables

Liabilitics for trade and other payables are carried at cost, which is the fair value of the consideration to be
paid in future for goods and services received whether or not billed to the Company.

Provisions

Provision i recognized in the balance sheet when the company has a legal or constructive obligation as a
result of past event, and it is probable that an outflow of resource embodying economic benefit will be
requited to settle the obligation and a reliable estimate can be made of the amount of obligation.

Contingencies and commitments
Contimgencics and commitments are recognized only when they become due.

Fixed asscts

Operating fixed assets

Property, plant and equipment (except frechold land, buildings on frechold land and plant & machinery) ate
stated at cost less accumchprcciatinn and impairment losses, if any. Freehold land, buildings on
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4.7

4.8

4.9

4.10

4.11

trechold land and plant & machinery are stated at revalued amounts less accumulated depreciation and
impairment losses, if any,

Surplus on revaluation of property, plant and equipment is credited to the surplus on revaluation account.
To the extent of the incremental depreciation charged on the revalued assets the related surplus on

revaluation of property, plant and equipment (net of deferred taxation) is transferred directly to
unappropriated profit.

Cost of assets includes purchase price and other incidental expenses incurred up to the date of operation.

Depreciation is caleulated on reducing balance method at the rates specified in note 5.1 to the financial

statements. Depreciation on additions is charged from the date when the asset is available for use and on
deletions up to the date when the assets is derccognized.

The carrying amount of the Company's asscts are reviewed at each balance sheet date to determine whether
there is any indication of impairment / reversal of previous impaitment. If such indication exists, the
recoverable amount is estimated and loss / reversal of previous loss are recognized. Impairment loss or its
reversal, if any, is charged to the income. Where an impairment loss is recognized the depreciation charge is
adjusted in the future petiods to allocate the asset's revised carrying amount over its estimated useful life.

Maintenance and normal repairs are charged to income as and when incurred while major repairs and
improvements are capitalized. Gain or loss on disposal of assets is included in the current year income.

Capital work in progress
Capital work in progress is stated at cost less any identified impairment loss.
Intangible assets

Intangible asscts are stated at cost and amortized over a period of uscful life of the assets.

Finance lease

Asscts subject to finance lease are stated at fair value of the leased assets at inception of the lease or, if lower

at the present value of minimum lease payments. Depreciation is charged at the rates and basis applicable to
owned assets.

The cutstanding obligations under finance lease less finance charges allocated to future periods are shown as
liability. The finance charges are calculated at the rates implicit in the leases and were charged to profit and
loss account for the year.

Stores and spares

These are valued at lower of cost and net realizable value. The cost is calculated according to moving
average method. Stores in transit are valued at invoice value including other charges, if any, incurred

Stock-in-trade

Stock-in-trade s valued at the lower of weighted average cost and estimated net realizable valuc.

Cost comprises all costs of purchase, costs of conversion and other costs incurred in bringing the
inventories to their present location and condition. Net realizable value signifies the estimated selling price
in the ordinary course of business less net estimated costs of completion and selling expenses.

Trade debts
Reccivables are carried at original invoiced amount less an estimated provision for doubtful reccivables

based on review of outstanding amount at the year-end. Known bad debts are written off against profit and
loss account.

Revenue recognition
Revenue is recognized on the dispatch of goods to the customers.

Return on deposits is accrued on a time basis by reference to the principal outstanding and the applicable
rate of return.
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4.12

4.13

4.14

| 4.15

4.16

4.17

4.18

4.19

Borrowing costs

Borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying
asset is capitalized. All other borrowing costs are charged against income as and when incurred.

Taxation
Current

The charge for the current taxation for the year is based on taxable income at the curtent rate of taxation
after taking into account tax credits, tax rebates and other allowances available for set off, if any in
accordance with the provisions of Income Tax Otdinance 2001.

Deferred

Deferred tax is provided in full using the balance sheet liability method on all temporary differences arising
at the balance shecet date, between the tax bases of the assets and liabilities and their carrying amounts,

Deferred tax liabilities are recognized for all taxable temporary differences.

Deferred tax assets are recognized for all deductible temporary differences to the extent that it is probable
that future taxable profits will be available against which the deductible temporary differences can be
utilized. Carrying amount of all deferred tax asscts is reviewed at each balance sheet date and reduced to the
extent it is no longer probable that sufficient taxable profit will be available to allow all or part of the
deferred tax assets to be utilized. Deferred tax asset and liability is measured at the tax rates that are

expected to apply to the petiod when the asset is realized or the liability is settled, based on the rates (and
tax laws) that have been enacted or substantively enacted at the balance sheet date.

Foreign currencies

Transactions in foreign currencies are translated into rupees at the rates of exchange approximating those
prevailing at the dates of transactions. Assets and liabilities in forcign currencies are translated into rupees at
the rates of exchange approximating those prevailing at the balance sheet date. Exchange gains and losses
are included n profit and loss account currently,

Cash and cash equivalent

Cash and cash equivalents comprise of cash in hand and current or deposit accounts held with banks.
Running finance facilities, if any, availed by the Company, which are payable on demand and form an
integral pait of the Company’s cash management are included as part of cash and cash equivalents for the
purpose of statement of cash flows.

Financial assets and liabilities

linancial assets and liabilities are recognized when the Company becomes a part to the contractual provision
of the instrument. The particular measurement methods adopted are disclosed in the individual policy
statement associated with cach item. Any gain or loss on subsequent measurement is charged to income.

Off setting

Financial assets and financial liabilities are set off and the net amount is reported in the financial statements
when there is a legally 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 simultancously.

Related party transactions

All transactions with related partics and associated undertakings are entered into arm's length prices
determined in accordance with comparable uncontrolled pricing method as approved by the Board of
Directors.

Dividend and reserves

Dividend is recognized as a lability in the period in which it is declared.

Similady an appropriation to reserves is recognized in the period in which it is appropriated.

5 Fixed assets 2015 2014
Noze Rupees Rupees
I’rt)pcﬁy, pl:’u‘lt and cquipmcnt 5.1 723,033,529 791,572,301
Intangibles 5.2 549,614 645,040

/ 723,583,143 792,217,341
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Dar Es Salaam Textile Mills Limited
Notes to the Financial Statements
_For the year ended June 30, 2015

5.1.1 Depreciation for the year has been allocated as under: 2015 2014
Note Rupees Rupees
Cosr of sales 24 63,086,596 69,123 244
Administrative expenses 25 1,287,482 1,470,547
64,374,078 70,593,791

512 The machinery imports from year 2002 to 2004 resulted waiver off of custom duty amounting to Rs.
20.277 million under SRO 554 (I)/98 dated June 12, 1998 in respect of bonded warehouse. The resulting
audit under Section 26 of Customs Act, 1969 is pending till reporting date.

5.1.3 If the freehold land, building and plant and machinery were measured using the cost model, the catrying
amount would be as follows.

. Accumulated Net book
Particulars Cost P
depreciation value
2015 '
Freehold land 2,346,030 - 2,346,030
Building on freehold land 68,979,500 45,627,019 23,352 481
Plant and machinery 468,278,699 343,302,478 124,976,221
539,604,229 388,929,497 150,674,732 -
2014
Freehold land 2,346,030 - 2,346,030
Building on freehold land 68,979,500 44,397 941 24,581,559
Plant and machinery 468,278,699 329,416,231 138,862,468
539,604,229 373,814,172 165,790,057
5.1.4  Disposal of property, plant and equipment
Particulars Cost Accuml‘.lla.ted Carrying value Sales proceeds Profit/ (loss)
depreciation
Suzuki Cultus 1,060,000 290,132 769,868 850,000 80,132
Toyota Altas 1,840,000 731,753 1,108,247 1,285,000 176,753
Hundai Santro 619,000 477,828 141,172 350,000 208,828
Toyota Vitz 1,125,000 159,287 965,713 900,000 (65,713)
Suzuki Swift 1,075,000 415,843 659,157 900,000 240,843
Toyota Corolla 1,679,000 674,195 1,004,805 1,200,000 195,195
2015 7,398,000 2,749,038 4,648,962 5,485,000 836,038
2014 58,643,482 15,064,808 43,578,674 31,540,000 (12,038,674)
5.2 Intangibles - computer softwate
Cost 1,874,241 1,874,241
Amortization
Opening balance 1,229,201 935,517
For the year 25 95,426 293,684
Closing balance 1,324,627 1,229,201
549,614 645,040

521 Amortization for the year has been charged to adrnirﬂstmtivtypen‘cs.

"
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6 Long term deposits

2015 2014
Rupees Rupees
Security deposits against utilities 1,649,458 1,649,458
7 Stores and spares 2015 2014
Rupees Rupees
Stores 595,053 950,332
Spares 12,208,484 17,386,831
Packing material 905,036 2,487 540
13,708,573 20,824,703
Less: Provision for obsolete items (341,055) (341,055)
Obsolete spares written off 29 (6,433,778) -
6,933,740 20,483,648

7.1 Stores and spares does not include any item that has been purchased for the purpose of capital expenditure.

7.2 This represents spares tools written off during the year

8 Stock-in-trade

2015 2014
Rupees Rupees
Work-in-process E 7,848,082
Finished goods 10,189 2,268,315
10,189 10,116,397
9  Trade debts 2015 2014
Rupees Rupees
Considered good - unsecured - 6,211,739
10 Advances, deposits, prepayments and other receivables 2015 2014
Rupees Rupees
Advances to employees - secured - considered good 361,910 599,515
Advances - unsecured - considered good
- Suppliers 341,840 2,356,732
- Expenses 102,197 132,532
Prepayments 720,362 720,362
Short term security deposits 3,349,324 3,349,324
Others 9,168,724 1,829,818
14,044,357 8,988,283
i1 Tax refunds due from Government 2015 2014
Note Rupees Rupees
Income tax deducted at source 1.1 43,055,334 43,984,770
Sales tax - net 8,961,381 7,929,127
/ 52,016,715 51,913,897
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11.1  Income tax deducted at source

Opening balance 43,984,770 33,527,930
Add: Paid during the year (929,436) 9,372,594
43,055,334 42,900,524
Less: Adjustments - 1,084,246
20.1.1 & 20.1.2 43,055,334 43,984,770
12 Cash and bank balances 2015 2014
Rupees Rupees
Cash in hand 155,701 21,315
Cash at banks - current accounts 433,667 7,071,536
589,367 7,092,851
13 Trade and other payables 2015 2014
Note Rupees Rupees
Creditors 13.1 130,050,735 182,377,570
Accrued liabilities 16,418,264 15,435,356
Tax deducted at source 7,356,844 4,990,306
Advances from customers 757,829 2,031,749
Payable ro Provident Fund Trust < 2,340,385
Unclaimed dividend 1,159,777 1,159,777
Workers' profit participation fund - 491,732
Workers' welfare fund - 186,858
Others 13.2 24,353,131 14,304,365
180,096,579 223,318,098
13.1  During the year an amount of Rs. 61.099 million relating to payables to parties has been written off.
13.2 This includes an amount of Rs.9.13 million relating to gratuity payable to employees who were terminated
during the year but their dues are pending for settlement.
14 Short term borrowings 2015 2014
Nate Rupees Rupees
Short term borrowings - from commercial banks 14.1 172,674,481 172,720,669
141 These facilities have been obtained from various commercial bank for working capital requirements and are
secured by charge over current assets of the Company, pledge of stocks and personal guarantees of
directors of the Company, at reporting date balance of stock-in-trade does not support these pledge
amounts.
These finances carry mark-up at rates ranging from one to six months KIBOR plus a spread of 1.75 to
3.50 percent per annum (2014: one to six months KIBOR plus a spread of 1.75 to 3.50 percent per
annum), payable quarterly.
The aggregate available short term funded facilities amounts to Rs. 188.56 million (2014: 140.37 million).
Total balance at reporting date Rs.172.67 million pertains to a facilities expired before reporting date.
15  Mark-up accrued 2015 2014
Note Rupees Rupees
Mark-up on short term borrowings 36,317,715 15,709,089
Mark-up on long term loan 30,813,878 15,079,226
Mark-up on workers' profit participation fund payable : - 71,106

Z 67,131,592 30,859,421
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16 Subordinated sponsors' loan 2015 2014
Note Rupees Rupees
Opening balance - 80,240,000
Balance written off during the year 28 - (80,240,000)
16.1 - -
16.1  This represented interest free unsecured loan from sponsor directors of the Company. The said amount
has been written off during the year after obtaining consent from sponsors.
17 Long term loan - secured 2015 2014
Note Rupees Rupees
Demand finance from commercial banks:
- Bank of Punjab ) 17.1 14,900,000 14,900,000
- United Bank Limited (NIDF-V) 17.2 14,959,062 14,959,062
- United Bank Limited (NIDF-VT) 17.3 20,000,000 20,000,000
- National Bank of Pakistan 17.4 78,749,958 78,749,958
- Silk Bank Limited (FIM swap) 17.5 9,406,527 9,406,527
- National Bank of Pakistan (CF swap) 17.6 15,976,000 15,976,000
- National Bank of Pakistan (Frozen mark-up) 17.7 4,548,000 4,548,000
158,539,547 158,539,547
Less: Current portion (158,539,547) (126,546,47T)
- 31,993,070

17.1  This represents Demand Finance of Rs. 60.00 million sanctioned by Bank of Punjab for swapping of
demand finance from United Bank Limited. It carries mark up at the rate of average 6 Month KIBOR plus
350 basis points with floor rate of 12%. As per rescheduled term the loan is repayable in 1.5 years
commencing from February 07, 2013 in quarterly instalments of Rs. 3.000 million each.

17.2  This represents demand finance (NIDF-V) of Rs. 16.830 million sanctioned by United Bank Limited on
December 18, 2009 for restructuring financial requirements. As per rescheduled terms, it carries mark up at
the rate of 6 month KIBOR plus 200 basis points with no floor and cap. The loan is repayable from June
18, 2012 in 15 equal quarterly instalments of Rs. 1.868 million each.

17.3  'This represents demand finance (NIDF-VI) of Rs. 22.50 million converted from FE-25 / NICF-Pledge for
restructuring of financial requirements by United Bank Limited on June 03, 2013. It carries mark up at the
rate of 3 Month KIBOR plus 150 basis points. The loan is repayable in equal quarterly instalments
cotnciding with existing NIDF-V loan.

17.4 This represents demand finance of Rs. 90.00 million sanctioned by the National Bank of Pakistan for re-
profiling of the Company's balance sheet/swapping of short term debts of Standard Chartered Bank
(Pakistan) Limited and United Bank Limited. It carries mark up at the rate of 6 months KIBOR plus 150
basis points. The loan is repayable in 6 years including 2 years of grace period from Dec 03, 2012 in 08
equal bi-annual instalments of Rs. 11.250 million each.

17.5 This represent the outstanding balance of FIM converted into term loan by the Silk Bank Limited on
November 12, 2012. The converted term loan carries mark-up at the rate of 3 months KIBOR plus 3.50.
The loan is repayable in 21 equal monthly instalments of Rs. 1.00 million each.

17.6  These represent the outstanding balances of cash finance pledge facility and outstanding mark-up thereon
after restructuring of the said facilities by the National Bank of Pakistan as on April 08, 2013, The
converted cash finance facility carries mark up at the rate of 1 month KIBOR plus 200 basis points. No
mark-up is charged on frozen mark-up. The loans was repayable in equal quarterly instalments tll
December 31, 2013,

L
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17.7  The above loans are secured against 1st par passu charge on fixed assets for Rs 532.00 million,

17.8  Current portion include an amount of Rs.126.55 payable during the financial year June 30, 2015.

18  Retirement benefits

2015 2014
Noze Rupees Rupees
18.1  Principal actuarial assumptions
Discount rate = 13.25% p.a.
Expected rate of increase in salary level - 12.25% p.a.
Average remaining working life - 10 years
18.2  Movement in net liability recognised
Opening liability 12,749,108 17,150,475
Charge for the year 184 - 3,753,946
Re-measurement of defined benefit liabiliry - (421,054)
Benefits paid in the year (3,612,495) (7,734,259)
Transferred to other payables 18.6 (9,136,613)
- 12,749,108
18.3  The amount recognised in the statement of financial position are as follows:
Present value of benefit obligation = 12,800,166
Fair value of plan assets = (51,058)
- 12,749,108
18.4  Charged to statement of comprehensive income for the year
Current service cost = 2555322
Interest cost B 1,198,624
Expected return on plan assets - &
. 3,753,946
18.5 Historical information
2015 2014 2013 2012 2011
Present wvalue of defined
benefit obligation - 12,800,166 17,201,533 13,553,852 4,661,691
Experience adjustments on
plan liabilities - ~ = (53,819)

18.6 This represents balance payable to employees who were terminated during the year. The liability has been
rearranged due to change in the nature of liability (note 13.2).

19  Deferred tax liability

2015
Accelerated rax depreciation
Unused tax losses and tax credits

Surplus on revaluation of property, plant and equipment

Opening Charge for the Closing

balance year balance
67,077,184 14,099,675 52,977,509
(48,398,265) 706,070 (48,509,097)
47,271,555 - 47,271,555
65,950,474 14,805,745 51,739,967
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2014

Accelerated tax depreciation 94,560,625 27,483 441 67,077,184
Unused tax losses and tax credits (70,485,534) (22,087,269) (48,398,265)
Surplus on revaluation of property, plant and equipment 47,271,555 - 47,271,555

71,346,646 5,396,172 65,950,474

20

Contingencies and commitments

20.1

Contingencies

20.1.1 In 2005, the department has not given credit of tax deducted on exports u/s 154 amounting to Rs.

6,617,590 and Rs. 4,250,270 against minimum tax liability under reference for the tax year ended 2004 and
2005 respectively. The Company filed an appeal against the orders of the department issued under section
122 of the Income Tax Ordinance, 2001 before Commissioner Inland Revenue (Appeal) but the plea was
rejected. The Company being aggrieved filed an appeal before Appellate Tribunal Inland Revenue which is
pending for hearing. The management is very much positive that the case will be settled in the Company's
favour in light of previous cases settled by the High Court in favour of the Company.

20.1.2 Rerurn for the tax year 2008 was filed declaring taxable loss of Rs. 36,672,658 for the year. The assessment

u/s 122 of the Income Tax Ordinance, 2001 was finalized by the department resulting taxable income of
Rs. 60,530,080 and computed net tax payable amounting to Rs. 19,130,819. However, the Company had
filed an appeal before Commissioner Inland Revenue (Appeal) on the basis of legal grounds as well as on
the merits of the case. The legal ground constitutes that the order passed by the department was illegal
being barred by the limitation of time and the manegement is very positive that the case will be settled in
favour of the Comapny in appellate forum on the basis of precedents available from Income Tax Appellate
Tribunal and Lahore TTigh Court decesions, and resulting liabilities will be nullified and taxable loss will be
restored.

20.1.3 The rax department issued notice amounting to Rs.1,282,588 relating to crest case of different yarn parties,

the Company appealled to the Commissiner Inland Revenue (Appeals) for re-assessment on merit as the
Company has provided all the required documents and record to tax authorities, the case was sent back in
appeal to the Commissiner Inland Revenue for re-assessment . The management is hopeful that such
liability will be withdrawn by tax authorities in favour of the Company. '

20.1.4 The SNGPL levied surchage amounting to Rs.8,213,847 under Gas Infrastructure Development Surcharge

20.2

on industrial undertakings. Later the Lahore High Court has nullefied the order and resulting levied
surchatge. The Government of Pakistan has filled an appeal in the Supereme Court of Pakistan and case is
pending till reporting date.

Commitments

20.2.1 Letter of credit amounting to Nil (2014: Nil).

20.2.2 Letter of guarantee issued in favour of SNGPL amounting to Rs. 14.906 million (2014: Rs. 14.906

millions).

21

Share capital 2015 2014

Rupees Rupees

211

21.2

Issued , subscribed and paid -up:

8,000,000 Ordinary shares (2014: 8,000,000 ordinary shares)
of Rs. 10/- each, issued for consideration in cash. 80,000,000 80,000,000

The shareholders' are entitled to receive all distributions to them including dividend and other entitlements
in the form of bonus and right shares as and when declared by the Company. All shares carry "one vote"
per share without restriction,
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22 Surplus on revaluation of fixed assets - net of tax 2015 2014
Rupees Rupees
Opening balance 515,389,678 458,450,967
Revaluation surplus on fixed assets - 109,755,172
515,389,678 568,206,139
Transferred to accumulated loss on account of incremental
depreciaton-net of tax (32,154,649) (39,535,781)
Realized on disposal of property, plant and equipment - (13,280,680)
483,235,029 515,389,678
Less: Related deferred tax liability 47,271,555 47,271,555
435,963,474 468,118,123
The Company's freehold land, buildings on freehold land and plant and machinery were revalued by an independent
valuator member of "The Insurance Surveyor Association of Pakistan" which is not connected with the Company
and. The basis of revaluation for items of fixed assets were as follows:
Freehold Land
Property brokers, dealers and estate agents were contacted to ascertain the asking and sclling prices for properties of
the same nature in the immediate neighbourhood and adjoining areas. Neighbouring properties which have been
recently sold or purchased, were investigated to ascertain a reasonable selling / buying price. Properties that were up
for sale were examined for asking price. An average of the above values was then assigned to the property.
Buildings on freehold land
Construction specifications were noted for each building and structure and new construction rates / GI sheet with
tron structure were used to obtain replacement values of buildings, to which a depreciation formula was applied,
based upon our estimates of balance life to arrive at the current assessed value.
Plant and machinery
Plant and machinery have been evaluated / assessed by keeping in view their present physical condition, the
remaining useful life / economic life and technological obsolescence. Further, new replacement values for the
similar type of plant and machinery were inquired from various dealers / vendors and manufacturers of plant
accessories. The new replacement values were depreciated using reducing balance method of depreciation to
determine the best estimates of the assessed / depreciated replacement values.
23 Sales : i 2015 2014
Note Rupees Rupees
Local sales 33,101,048 1,398,410,813
Exporr sales - N
33,101,648 1,398,410,813
Less:
Commission - (3.960,956)
Sales tax (515,674) (30,734,849)
32,585,974 1,363,715,008
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24  Cost of sales 2015 2014
Nore Rupees Rupees
Salaries, wages and other benefits 24.1 9,444,989 96,925,857
Raw material consumed 24.2 17,834,790 1,070,957,197
Fuel and power 11,498,001 178,547,747
Depreciation 5.1.1 63,086,596 69,123,244
Packing material 482,518 17,582,066
Stores and spares 483,848 31,514,639
Repair and maintenance 736,757 3,073,611
Insurance 671,465 3,522,629
104,238,964 1,471,246,990
Opening work-in-process 7,848,082 15,809,469
Closing work-in-process - (7,848,082)
Cost of goods manufactured 112,087,046 1,479,208,377
Opening stock of finished goods 2,268,315 6,875,355
Closing stock of finished goods (10,189) (2,268,315)
114,345,172 1,483,815,417
241 Salaries, wages and other benefits include Rs. nil million (2014: Rs. 3,003 million) in respect of retirement
benefit. ’
242 Raw material consumed
Opening balance = 131,138,571
Purchases 17,834,790 948,173,771
Raw material sold directly - (8,355,145)
Closing balance - -
17,834,790 1,070,957,197
25  Administrative expenses 2015 2014
Note Rupees Rupees
Salaries, wages and other benefits 25,1 9,212,917 26,817,748
Travelling and conveyance 2,071,705 5,337,795
Postage, telephone and telegram 191,923 1,875,666
Rents, rates and taxes 272,214 2,596,633
Vehicle running and maintenance 1,173,685 5,731,199
Fees and subscription 761,869 1,413,389
Electricity 1,974,108 3,489,604
Repair and maintenance 104,667 1,375,742
Legal and professional charges 623,664 4,822,890
Depreciation 5.1.1 1,287,482 1,470,547
Entertainment 80,515 882,578
Medical expenses 122,037 812,550
Printing and stationery 32,665 737,209
Auditors' remuneration 252 250,000 430,000
School expenses 179,448 784,259
Amortization 52 95,426 293,684
Bad debts written off - 8,591,686
Provision for obsolete store and spares - 131,055
Miscellancous 3,137,402 412,603
21,571,727 68,006,837

25.1 Salaries, wages and other benefits include Rs. nil million (2014: Rs 0.751 million) in respect of retirement

bcneﬂt/
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25.2 Auditors' remuneration
Annual audit fee

Ny S =

200,000 200,000
Half yearly review 50,000 50,000
Tax consultancy _ 180,000
250,000 430,000
26 Distribution cost 2015 2014
Note Rupees Rupees
Loading charges 36,180 1,876,772
Courier charges - 131,025
Freight and octroi - 14,500
Advertisement - 6,980
Others = 127,680
36,180 2,156,957
27 Finance cost 2015 2014
Note Rupees Rupees
Mark-up on long term loans 15,734,651 14,847 671
Mark-up on short term borrowings 20,559,238 25,015,285
Commission and bank charges 3,232,874 2,277,971
Matk-up on workers' profit participation fund payable - 71,106
39,526,763 42,212,033
28  Other income 2015 2014
Notze Rupees Rupees
Sponsors loan written off 16 = 80,240,000
Profit on disposal of property, plant and equipment - net 5.1.4 836,038 -
Trade and other payables written off 121 61,099,356 77,842,308
Lease rentals-factory 28.1 9,000,000 -
70,935,394 158,082,308
28.1  This represents the lease agreement bewteen Company and Sally Textile Mills limited (lessee) commencing
from October 15, 2014 on monthly rent amounting to Rs. 1,000,000. Whereby the lessee is responsible for
maintenance and administration of the plant, running expenses including utilities, salaries and other
expenses.
29  Other operating charges 2015 2014
Notze Rupees Rupees
Loss on disposal of cotton = 3,489 482
Exchange loss - net 294 - 511,585
Excise duty receivable written off - 15,615
Loss on disposal of property, plant and equipment - net 514 - 12,038,674
Trade debts written off 2,304,987 32,797,203
Obsolete spares written off 13.1 6,433,778 -
8,738,765 48,852,559
29.1  The exchange loss is on account of short term borrowings in foreign currency and export sales realization.
30 Taxation 2015 2014
Note Rupees Rupees
Current taxation
Current year = .
Prior year adjustments - (7,621,790)
- (7,621,790)
Deferred tax 19 14,805,745 (5,396,172)
14,805,745 (13,017,962)
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30.1  Provision for current taxation is not made as per clause 1 of section 113 of the Income Tax Ordinance,
2001.

30.2  The assessments have been completed up-to the income year 2011-2012 (Tax year 2012).

30.3  The relationship between tax expense and accounting profit has not been presented in these financial

statements as the total income of the company attracts minimum tax under section 113 of the Income Tax
Ordinance, 2001.

31 Loss per share 2015 2014

311 Loss per share - basic

Profit/ (loss) after taxation Rupees (65,891,493) (110,228,525)
Weighted average number of ordinary shares Number 8,000,000 8,000,000
Loss per share - basic Rupees (8.24) (13.78)

312 Loss per share - diluted

There is no dilution effect on the basic loss per share as the Compang-has no such commitments.
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Dar Es Salaam Textile Mills Limited
Notes to the Financial Statements
For the year ended June 30, 2015

34 Financial assects and liabilities

Financial assets

Maturity
Maturity upto | after one Mat.utity after 2015 2014 i
one year year up to five year |
five year |
Rupees
Non-interest bearing
Long term deposits - 1,649,458 - 1,649,458 1,649,458
Trade debts - - - - 6,211,739 .
Advances, deposits,
prep:lyinents and Ol'her
receivables 14,044,357 A - 14,044,357 8,988,283
Cash and bank balances 589,367 - - 589,367 7,092,851 -
14,633,724 1,649,458 - 16,283,182 23,942,331
Financial labilities
Effective Marturity
yield /| Maturity upto | after one Maturity after 2015 2014
mark up one year year up to five year
rate five year
Balance shee iterns |
Long term loan 10.% to 158,539,547 = - 158,539,547 158,539,547 |
13.50% )
Retirement benefits 12.00% - = = - 12,749,108 :u
Short term borrowings 10.% to 172,674,481 . - 172,674,481 172,720,669 ‘
13.50% :5
|
DNow - interest bearing \
Trade and other payables 179,338,750 - - 179,338,750 221,286,349 ‘\
' 510,552,778 - - 510,552,778 565,295,673
Off balance sheets items
Letter of guarantec 14,906,000 = < 14,906,000 14,906,000
525,458,778 - - 525,458,778 580,201,673

The Company has exposures to the following risks from its use of financial instruments:

- Credit risk
- Liquidity risk
- Market risk

The Board of Directors has overall responsibility for the establishment and oversight of Company’s risk management
framework. The Board is also responsible for developing and monitoring the Company's risk management policies.

Credit risk and concentration of credit risk

o

L
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Dat Es Salaam Textile Mills Limited
Notes to the Financial Statements
For the year ended June 30, 2015

Credit risk represents the accounting loss that would be recognized at the reporting date if counter parties fail completely
to perform as contracted.

Credit risk from cash and cash equivalents, derivative financial instruments and deposits with banks and financial
institution, as well as credit exposures to customers, including trade receivables and committed transactions. Out of total

financial assets of Rs. 16.849 million (2014: Rs. 23.942 million), the financial assets that are subject to credit risk
amounted to Rs. 14.04 million (2014: Rs.16.849 million).

For trade receivable, internal risk assessments process determines the credit quality of the customer, taking into account
its financial position, past experience and other factors. Individual risk limits are set based on internal and external ratings
in accordance with the limits set by the management. The utilization of credit limit is regularly monitored. Accordingly,
the credit risk is minimal and the company also believes that it is not exposed to major concentration of credit risk.

Concentration of the credit risk arises when the number of counter parties engaged in similar business activities or have
similar economic features that would cause their abilities to meet contractual obligation to be similarly effected by the
changes in economic, political or other conditions. The company believes that it is not exposed to major concentration

The carrying amount of the financial assets represents the maximum credit exposure before any credit enhancements. The
maximum exposure to credit risk at the reporting date is:

2015 2014
Rupees Rupees
Trade debts - 6,211,739
Advances, deposits, prepayments and other receivables 14,044,357 8,988,283
- Cash and bank balances 589,367 7,092,851

14,633,724 22,292,873

The maximum exposute to credit tisk for trade debrs at the balance sheet date by geographical region is as follows.

Due from local customers 6,211,739

- 6,211,739

The maximum exposure to credit risk for trade debts at the balance sheet date by type of customer is as follows.

Yarn - 6,211,739

3 6,211,739

The aging of trade debts at the reporting date is :

Past due 0- 30 days - 4,720,922
Past due 31- 60 days - 1,055,996
Past due 61-90 days - 248,470
Past due 91- 120 days - 62,117
Past due 121 days or more - 124,235

. 6,211,740

No provision for doubtful debt has been made during the year for local and foreign customers.
Liquidity risk

The Company’s approach to managing liquidity risk is to ensure, as far as possible, that it will always have sufficient
liquidity to meet its liabilitics when due, under both normal and stressed conditions, without incurring unacceptable losses
or risking damage to the Company’s reputatior

At TN



R RTINS

Dar Es Salaam Textile Mills Limited
Notes to the Financial Statements
For the year ended June 30, 2015

However, the Company, during the year faced operational issues due to revamp of existing plant and machinery and
extended gas load shedding from SNGPL. As a result, the Company is facing a liquidity shortfall due to which it was
unable to meet its obligations in respect of vatious debt finances. The details are as follows:

Name of bank

Principle Mark-up Total
Rupees ——-mmmmmommae -
Bank of Punjab 14,900,000 4,224,299 19,124,299
United Bank Limited NIDF-V) 14,959,062 2,723,100 17,682,162
" United Bank Limited NIDE-VI) 20,000,000 3,465,461 23,465,461
National Bank of Pakistan 78,749,958 20,401,019 99,150,977
Silk Bank Limited (FIM swap) 9,406,527 2,718,228 12,124,755
National Bank of Pakistan (CF swap) 15,976,000 2,266,711 18,242,711
National Bank of Pakistan (Frozen mark-up) 4,548,000 . 4,548,000

158,539,547 35,798,818 194,338,365

Market risk

Market tisk is the risk that changes in market price, such as foreign exchange rates, interest rates and equity prices will
effect the Company's income or the value of its holdings of financial instruments.

Currency risk

There wasn't any transaction involving foreign currency dring the year therefore the Company is not exposed to this risk

Interest rate risk

At the reporting date the interest rate profile of the Company's significant interest bearing financial instruments was as

Effective interest rate Carrying amount
2015 2014 2015 2014
Percentage | Percentage Rupees Rupees
. Financial liabilities
Variable rate instruments
Long term loans 10.% 1o 13.50% 10.% to 13.50% 158,539,547 158,539,547
Short term borrowings 10.% to 13.50% 10.% to 13.50% 172,674,481 172,720,669

Cash flow sensitivity analysis for vatiable rate instruments
A change of 100 basis points in interest rates at the reporting date would have decreased / (increased) loss for the year by
the amounts shown below. This analysis assumes that all other variables, in particular foreign currency rates, remain
constant. The analysis is performed on the same basis for 2014,

Profit and loss 100 bp

Increase decrease
As at 30 June 2015
Cash flow sensitivity-Variable rate financial liabilities (362,939) 362,939
As at 30 June 2014 :
Cash flow sensitivity-Variable rate financial liabilities (399,341) 399,341

‘The sensitivity analysis prepared is not necessarily indicative of the effects on loss for the year and assets / liabilities of the

Fair value of financial instruments

The carrying values of the financial assets and financial liabilities approximate their fair values. Fair value is the amount
- for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in an arm’s length
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Capital risk management

The company's objectives when managing capital are to safeguard the entity's ability to continue as a golng concern, 50
that it can continue to provide adequate returns for shareholders and benefits for other stakeholders; and to maintain a
strong capital base to support the sustained development of its businesses. The Company manages its capital structure
which comprises capital and reserves by monitoring return on net assets and makes adjustments to it in the light of
changes in economic conditions. In order to maintain or adjust the capital structure, the Company may adjust the amount
of dividend paid to sharcholders, appropriation of amounts to capital reserves ot/and 1ssue new shares.

Consistent with others in the industry, the Company manages its capital risk by monitoring its debt levels and liquid assets
and keeping in view future investment requirements and expectations of the shareholders. Debt is calculated as total
borrowings ("long term loan" and “short term borrowings" as shown in the balance sheet). Total capital comprises
shateholders' equity as shown in the balance sheet under "share capital and reserves".

The salient information relation to capital risk management of the Company as of June 30, 2015 and June 30, 2014 were as

2015 2014
Rupees Rupees
Total borrowings 331,214,028 331,260,216
Less: Cash and cash equivalents (589,367) (7,092,851)
Net debt 330,624,661 324,167,365
Total equity (267,318,671)  (233,581,826)
Total capital 63,305,990 90,585,539
Gearing ratio 522.26 357.86
35 Number of employees 2015 2014
- Number Number
Average number of employees for the year 31T 628
Total number of employees at year end 6 498
36 Provident fund trust Unit 2015 2014

The following information is based on latest audited financial statements of Provident Fund Trust.

Size of fund - total assets

Rupeer 4,900,757 4,900,757
Cost of investments made Rupeer 195,820 195,820
Percentage of investiments made Percentage 4.00% 4.00%
Fair value of investment Rapees 5,053,709 3,385,555
The breakup of fair value of investients is as follows:
2015 2014
Rupees ] L Percentage Rupees I I Percentage
Shares in listed companies 4,088,834 80.91% 2,420,680 71.50%
Cash at bank 964,875 19.09% 964,875 28.50%
5,053,709 100.00% 3,385,555 100.00%0

The investments of the Provident Fund Trust are in compliance with the provision of section 227 of the Companies

Ordinance, 1984 and the rules formulated for this purpose,
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\ 37 Plant capacity and production

2015 2014
Number of spindles installed 16,320 16,320
Installed capacity converted into 20's count ( Million Kgs.) 7.530 7.530
Actual production converted into 20's count ( Million Kgs.) 1.074 4.350
Number of shifts worked 276 1,095
Days worked 92 364

37.1 The company operated during the year for a period from July 01, 2014 «ll September 30, 2014 Later it was
leased from October 15, 2014 (note 28.1).

Lt is difficult to describe precisely the production capacity in textile industry since it fluctuates widely depending
on various factors such as count of yarn spun, spindle speed, twist per inch and raw matetial used etc. It would
also vary according to the pattern of production adopted in a particular year.

37.2

Related party transactions

"The related parties comprise directors of the Company, key employeesa and provident fund trust. Details of transactions

with related parties, other than those which have been specially disclosed elsewhere in these financial statements are as
follows:

2015 2014
Rupees Rupees

Sponsor's loan written off - 80,240,000

Provident fund contribution - 456.182
39 Events after the statement of financial position date

There are no subsequent events occurting after the statement of financial position date.
40 Date of authorization for issue

07007 201 .
These financial statements were authorized for issue on by the Board of Directors of the Company.

41

General

41.1  Figures have been rearranged / reclassified whenever necessary for the purpose of comparison.

41,2 Figures have been rounded off to the nearest rupee,

T -

) Faisal Mukhtar Abida Mukhtar

Lahore: D ? ﬂn T 2015 Chief Executive Officer Director






