Mission Statement

The Mission of Dewan Textile Mills Limited is to be the finest
Organisation, and to conduct business responsibly
and in a straight forward way.

Our basic aimis to benefit the customers, employees
and shareholders and to fulfill our commitments to the society.
Our hallmark is honesty, innovation, teamwork of our people
and our ability to respond effectively to change in all aspects
of life including technology, culture and environment.

We will create a work environment, which motivates, recognizes

and rewards achievements at all levels of the Organisation
because

In Allah We Believe & In People We Trust

We will always conduct ourselves with integrity
and strive to be the best.
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NOTICE OF 45th ANNUAL GENERAL MEETING

NOTICE ISHEREBY GIVEN that the Forty Fifth Annual General Meeting of Dewan Textile MillsLimited
(“DTML" or “the Company”) will be held on Thursday, October 30, 2014, at 10:30 a.m. at Dewan Cement
Limited Factory Site, at Deh Dhando, Dhabgji, District Malir, Karachi, Pakistan; to transact the following
businessesupon recitation from Holy Qur'aan and other religiousrecitals:

YD | A YOUSUF DEWAN COMPANY

1. To confirm the minutes of the preceding Annual General Meeting of the Company held on Wednesday,
October 30, 2013;

2. Toreceive, consider, approve and adopt the annual audited financial statements of the Company for the year
ended June 30, 2014, together withthe Directors and Auditors Reportsthereon;

3. Toappoint the StatutoryAuditors of the Company for theensuing year, andtofix their remuneration;

4. Toconsider any other businesswith the permission of the Chair

By Order of the Board
]
Date : September 26, 2014 Syed Muhammad Salahuddin
Place : Karachi Company Secretary

NOTES:
1. The Share Transfer Books of the Company will remain closed for the period from October 23, 2014 to
October 30, 2014 (both daysinclusive).

2. Members are requested to immediately notify change in their addresses, if any, at our Shares Registrar
Transfer Agent BMF Consultants Pakistan (Private) Limited, located at Anum Estate Building, Room No.
310 & 311, 3° Floor, 49, Darul Aman Society, Main Shahrah-e-Faisal, adjacent to Baloch Colony Bridge,
Karachi, Pakistan.

3. A member of the Company entitled to attend and vote at thismeeting, may appoint another member ashis/her
proxy to attend and vote instead of him/her. Proxies, in order to be effective, must be received by the
Company at the above-said address, not lessthan 48 hoursbeforethe meeting.

4. CDC Account holderswill further haveto observethefollowing guidelines, aslaid downin Circular 01 dated
January 20, 2000, i ssued by the Securitiesand Exchange Commission of Pakistan:

a) For AttendingM eeting:

i) Incase of individual, the account holder or sub-account holder, and/or the person whose securities are in
group account and their registration details are uploaded as per the regulations, shall authenticate his’her
identity by showing his’her original National Identity Card (CNIC), or original passport at the time of
attending the mesting.

ii) In case of corporate entity, the Board of Directors' resolution/power of attorney, along with the specimen
signature of thenominee, shall be produced (unlessit hasbeen provided earlier) at thetime of meeting.
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b) For AppointingProxies:

i) Incase of individual, the account holder or sub-account holder, and/or the person whose securities are in
group account and their registration detail sare uploaded as per theregulations, shall submit the proxy formas
per theabovereguirements.

ii) Two persons, whose names, addresses, and CNIC numbers shall be mentioned on theform, shall witnessthe
proxy.

iii) Attested copies of CNIC or passport of the beneficial owners and proxy shall be furnished along with the
proxy form.

iv) Theproxy shall producehis/her original CNIC or original passport at thetime of the meeting.

v) In case of corporate entity, the Board of Directors' resolution/power of attorney, along with the specimen
signature of the nominee, shall be produced (unlessit hasbeen provided earlier) along with the proxy formto
the Company.
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DIRECTORS’ REPORT

IN THE NAME OFALLAH; THE MOST GRACIOUSAND MERCIFUL

YD | A YOUSUF DEWAN COMPANY

IFYE GIVE THANKS, | WILL GIVEYOU MORE (HOLY QURAN)

Dear Shareholder(s),

Assalam-o-Alykum!

The Board of Directors, other members of the management of your Company are pleased to present the Annual
Audited Financia Statements of the Company for the year ended June 30, 2014 together with the Auditors' Report
thereon.

Overview

The textile spinning industry faced many challenges during the year under review. Textile spinning industry has been
facing distressed and unfortunate set of circumstances which hampered the smooth operations of severa units. The
market has been undergoing through its bad time both domestically and internationally. Extensive |oad shedding and
limited gas supply have adversely affected the production capacities of the industry. Moreover sluggish economic
growth, deteriorating law & order situation coupled withincreased cost of gashave madeyarn pricesuncompetitivein
themarket. In effect, many unitsin the sector arefacing financial difficultiesbut have managed to remainin production
tokeepthem af| oat.

Operating results and performance:
The operating results for the year under review are as follows:

"Rupees’
SALES (NET) 3,414,366,635
COST OF SALES (3,387,383,384)
GROSS PROFIT 26,982,751
OPERATING EXPENSES (126,907,729)
OPERATINGLOSS (99,924,978)
OTHER CHARGES (170,142,988)
LOSSBEFORE TAXATION (270,067,966)
TAXATION (4,843,346)
LOSSAFTER TAXATION (274,911,312)

During the year, Company has achieved net sale of Rs.3.414 billion as compared to Rs.3.928 hillion of last year.
Company has earned gross profit of Rs. 26.982 million as compared to the gross profit of Rs. 325.667 million of
previousyear, whereas operating expensesof thecompany have decreased by Rs. 36.263 million.

Decrease in production volume, during the year, was the result of the said under utilization of plant capacity, which
brought about lesser sales volumes. The decrease in gross margins was also resulted due to the increase in cost of
various inputs. During the entire period raw material prices remained volatile which affected the cost of purchases,
furthermore, theincreasein gas prices and minimum wages have al so pushed the cost of goods manufactured towards
the higher side. Increased raw material pricesdid not reciprocate by theincreasein yarn market priceswhich hasalso
shrunk thegrossmargins.
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In2011-12, Company had settled with itslendersthrough Compromise Agreement against which consent decrees had
been granted by the Honorable High Court of Sindh, Karachi. Company's short term and long term loans had been
rescheduled inthe form of long term loans, however certain banks having suits of Rs. 419.065 million, did not accept
the restructuring proposal at that time. Out of total suits amount two of the banks having suits to the extent of Rs.
359.439 million have al so filed winding up petition u/s 305 of the Companies Ordinance, 1984. The management has
disputed the claim and is strongly contesting the case. The management ishopeful that the decisionwill beinfavour of
thecompany.

TheAuditorshave qualified thereport dueto the significance of the matter of non-provisioning of markup in respect of
borrowings from certain banks which have not accepted restructuring proposal asreferred in para (@) of the Auditors
report. The management isfully confident that the company will have favorable decisions from the concerned courts
inrespect of suitsof thesebanks.

FutureOutlook

The key challenges facing Pakistan's economy regarding long standing financial issues have continued to suppress
economic activity and growth of the country. The macroeconomic outlook is largely dependent on government's
ability to control fiscal deficit while addressing energy shortage to revitalize large scale manufacturing industry. At
present energy crisis and load shedding are affecting the economy badly; however, some initiatives which are being
taken by the government will hopefully improve the situation in near future. Business environment needs political
stability along withimprovement inlaw and order situationinthecountry.

In abackdrop of recent floods, adecline in cotton production has been forecasted which might result in higher cotton
pricesinfuture. Sincetheinput costsof man-madefiber ascomparedto cotton cost isrelatively cheaper for thelast few
years, therefore the usage of man-made fiber might beincreased in thetimesto come dueto its cost effectivenessand
availability, but in effect it is therefore the demand supply phenomenon that may put pressure on the prices of man-
madefiberinfuture.

Corporate Social Responsibilities

We are also committed to Corporate social responsibility (CSR) and integrating sound social practicesin our day to
day business activities.CSR isan important part of who we are and how we operate. \We measure our success ot only
in terms of financial criteria but also in building customer satisfaction and supporting the communities we serve.
Company hasdonated asum of Rs. 3.797 millionfor social and charitable cause.

Health, Safety and Environment

The management of the company is aware of its responsibility to provide a safe and healthy working environment to
our associates and give it the highest priority. Our safety culture is founded on the premise that all injuries are
preventableif due careistaken. Continual effortsfor provision of safe, healthy and comfortable working conditions
for the employeesaremade. Wefollow up and investigate on al incidents and injuriesto addresstheir root causes.We
believe that safety and health isajourney of continuous improvement and eternal diligence. Wewill continue to take
stepstoimprovethesafety and health of all of our associates.
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Human Resour ce

The management of the Company is committed to excellence and has a clear vision that human resources and strong
leadership practices are important enablers of high productivity and sustainable competitive advantage of our
Company. Therefore, management of the Company gives much importance to the optimal use of human resources by

way of training proper guidance, motivation and incentive schemesfor theemployees.

YD | A YOUSUF DEWAN COMPANY

Post Balance Sheet Events

There has been no event subsequent to the balance sheet date that would require an appropriate disclosure or
adjustment tothefinancial statementsreferred herein.

Compliancewith Codeof Cor porate Governance

Security and Exchange Commission of Pakistan framed a code of corporate governance, which was incorporated
through the listing regulations of all stock exchanges of the country. The directors of your Company have ensured
implementation of all provisionsof codeof corporate governanceapplicablefor theyear ended June 30, 2014.

Review report on statement of Compliancewith codeof corporate governanceof Auditorsisannexed with thisreport.

Directors of the Company are pleased to confirm that thereisno material departure from the best practices as detailed
inthelistingregulations.

1. Thefinancia Statements presented by the management of the Company give afair account of the state of affairs,
theresultsof itsoperations, cash flow and changesin equity.

2. Proper booksof accountshave been maintained as required under the Companies Ordinance, 1984.

3. Accounting policies have been consistently applied in the preparation of financial statements and accounting
estimatesare based on reasonable and prudent judgment.

4. International Financia Reporting Standards as applicable in Pakistan have been followed in preparation of
financial statementsand any departuretherefrom, if any, hasbeen adequately disclosed.

5. Thesystem of internal controls, whichisin place, is sound in design and has been effectively implemented and
monitored.

6. Therehasbeennomaterial departurefromthebest practi cesof the corporate governance.
7. TheCompany hasconstituted an Audit Committeefrom amongst the non-executive membersof itsBoard.

8. TheBoard hasprepared and circul ated a Statement of Ethicsand Business Practicesamongst itsmembersand the
company'semployees.

9. There are no doubts upon the company's Going Concern except as disclosed in note 2 to the financial
statement.
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DEWAN TEXTILE MILLS LIMITED

10. Informationregarding the outstanding taxesand L evisisgiveninthenotestothefinancial statements.

11. The value of investment made by the Provident fund as per its respective accounts is Rs21.158 million
(2013:13.699 million)

12. Asrequired under the Code of Corporate Governance, thefollowing information hasbeen presentedin thisreport:
i) Patternof Shareholding;
ii) Sharesheld by associated undertaking and rel ated persons,

Board
The Board of Directors comprises of individualswith diversified knowledge who endeavor to contribute towards the
aim of the Company with the best of their abilities. During the year six meetings of the Board were held. The
attendanceof directorswasasfollows:

No. of

Names M eetings attended
Dewan Muhammad Yousuf Farooqui 4
Dewan Abdul Bagi Farooqui 6
Dewan Abdul Rehman Farooqui 6
Mr. Haroon Igbal 6
Mr.Aziz -ul- Hague 6
Mr.Muhammad Bagir Jafferi 4
Mr. Ishtiag Ahmed 6

L eave of absencewasgranted to directorswho could not attend these meetings.

Audit Committee

Audit committeewas established by the Board to assist the Directorsin discharging their responsibilitiesfor Corporate
Governance, Financia Reporting and Corporate Control. The committee consists of three members. Magjority of
membersincluding thechairman of the committeeare non-executivedirectors.

During the year, four Audit Committee meetings were held and attendance was as follows.

N No. of
ames M eetings attended
Mr. Aziz-Ul Haque 4
Dewan Abdul Rehman Farooqui 4
Mr. Haroon Igbal 4
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Human Resour ceand Remuner ation Committee
Human Resource and Remuneration Committee was established by the Board to assist the Directors in discharging
their responsibilitieswith regard to devising and periodic reviews of human resource policies. It also assistsBoardin

selection, eval uation, compensati on and succession planning of key management personnel.
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The committee consists of three members. During the year two Human Resource and Remuneration committee
meetingswere held. and attendancewasasfollows.

N No. of
ames M eetings attended
Mouhammad Yousuf Farooqui 2
Dewan Abdul Bagi Farooqui 2
Mr. Haroon Igbal 2

Earningsper Share
(Loss)/ Earnings per shareduring the period under report worked out to Rs.(20.36) (2013: Rs. 4.65)

Appointment of Auditors

The present auditors, M/s. Farug Ali & Co., Chartered Accountants, Karachi, retire and being eligible for
reappointment under the Companies Ordinance, 1984, and the Code of Corporate Governanceissued by the Securities
and Exchange Commission of Pakistan, have offered themselves for the same. The Board of Directors of your
company, based on the recommendations of the Audit Committee of the board, propose M/s. Farug Ali & Co.,
Chartered A ccountants, for reappointment asauditors of thecompany for theensuing year.

Patter n of Shareholding
The prescribed sharehol ding information, both under the Companies Ordinance, 1984, and the Listing Regulations,
vis-arvis, Codeof Corporate Governance, isattached at the end of thisreport.

Key operatingand financial data
Key operating and financial datafor preceding six yearsisannexed.

Voteof Thanks& Conclusion
Onthebehalf of theBoard, | appreciatethevaluable, loyal, and commendabl e servicesrendered to the Company by its
executives, membersof thestaff and workers

In conclusion, we bow, beg and pray to Almighty Allah, Rahman-o-Ar-Rahim, in the name of our beloved Prophet
Muhammad (peace be upon him) for the continued showering of his blessings, guidance, strength, health, and
prosperity to us, our company, country and nation; and also pray to Almighty Allah to bestow peace, harmony,
brotherhood, and unity intruelslamic spirit to whol e of the Muslim Ummah; Ameen; SummaAmeen.

LO-MY LORD ISINDEED HEARER OF PRAYER (HOLY QURAN)
By and under Authority of the Board of Directors

Date: September 26, 2014 Dewan Abdul Baqi Farooqui
Place: Karachi. Chief Executive

09 I ANNuAL rReporT 2014 I



DEWAN TEXTILE MILLS LIMITED

FINANCIAL HIGHLIGHTS

(Rupeesin Million)

| 2000 2010 2011 2012 2013 2014 |
SALES (Net) 3,114 3,442 4,699 3,157 3,928 3414
Gross Profit / (L 0ss) (225) 176 9 (97) 326 27
(Loss) / Profit before Tax (659) 67 (66) (318) 58 (270)
(Loss) / Profit After Tax (675) 49 (117) (337) 63 (275)
Assets Employed 3,900 3,671 4,513 5,387 5,613 5,001
Current Assets 2,420 2,308 3,131 3,092 3,400 2,904
Shareholder's Equity (58) 18 15 (401) (206) (460)
Long Term & Deferred Liabilities 802 527 246 3,963 3,458 3,011
Current Liabilities 3,156 3,125 4,252 1,005 1,591 1,724
Gross Profit / (Loss) Ratio (%) (7.24%) 5% 0.2% (3.08%) 8.3% 0.8%
Net Profit / (L oss) Ratio (%) (21.67%) 142%  (2.49%) (10.67%) 1.60% (8.05%)
Earning/ (Loss) Per Share (Rs.) (49.98) 3.62 (8.66) (24.96) 4.65 (20.36)

Dividend (%)
Cash - - - - - -
Sock - - - - - -

Production

Actual Production
at Actual Average Count (kg) 18,928,395 16,645,826 16,544,940 16,052,642 19,057,026 15,566,921

Actual Production
Converted to 20 Count (kg) 16,793,330 17,265,858 17,866,664 14,236,118 16,954,602 14,900,574
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STATEMENT OF COMPLIANCE WITH THE CODE OF CORPORATE
GOVERNANCE FOR THE PERIOD ENDED JUNE 30, 2014

The statement is being presented to comply with the Code of Corporate Governance (“CCG”) contained in Regulation
No 35 of listing regulation of Karachi and Lahore Stock Exchanges, for the purpose of establishing a framework of
good governance, whereby alisted company ismanaged in compliancewith the best practicesof corporategovernance.

Thecompany hasapplied the principlescontained inthe CCG inthefollowing manner:

1. The Company encourages representation of independent non executive directors and directors representing
minority interests on its Board of Directors. At present the board includes One Independent Director, five Non-
ExecutiveDirectorsand one Executive Directorsof the Company.

2. Thecondition of maximum number of seven directorshipsto beheld by adirector inlisted companiesasper clause
ii of the CCG will beapplicableafter election of next Board of Directorsof the Company.

3. All theresident directorsof the company are registered astaxpayers and none of them has defaulted in payment of
any loan to abanking company, aDFI or an NBFI or, being amember of astock exchange, hasbeen declared asa
defaulter by that stock exchange.

4. A casua vacancy occurring onthe Board on June27, 2014 wasfilled up by the Board of Directorswithinsix days.

5. The company has prepared a “Code of Conduct” and has ensured that appropriate steps have been taken to
disseminateit throughout the company along with itssupporting policiesand procedures.

6. The board has developed a vision/mission statement overall corporate strategy and significant policies of the
company. A complete record of particulars of significant policies along with the dates on which they were
approved or amended hasbeen maintained.

7. All the powersof theboard have been duly exercised and decisionson material transactionsincluding appoi ntment
and determination of remuneration and terms and conditions of employment of the CEO, other executive and non-
executivedirectorshave beentaken by theboard/sharehol ders.

8. Themeetings of the board were presided over by the Chairman and, in his absence, by the director elected by the
board for thispurpose and the board met at | east oncein every quarter. Written noticesof theboard meetings, along
with agenda and working papers were circulated at least seven days before the meetings.  The minutes of the
meetingswere appropriately recorded and circul ated.

9. Inaccordancewiththecriteriaspecified on clause (xi) of CCG somedirectorsare exempted from the requirement
of directors training program and rest of the Directorsto betrained within specified time.

10. Therewasno changein the position of CFO, Company Secretary and Head of Internal Audit during theyear. The
Directorsreport for thishave been prepared in compliancewith the requirement of the CCG and fully describesthe
salient mattersrequired to bedisclosed.

11. Thefinancia statementsof thecompany were duly endorsed by CEO and CFO beforeapproval of theboard.

12. Thedirector, CEO and executivesdo not hold any interest in the shares of the company other than the disclosed in
thepattern of shareholding.

13. Thecompany hascompliedwithall thecorporateand financial reporting requirementsof CCG.
14. The board has formed an Audit Committee. It comprises three members who are non-executive directors

including the chairman of the committee. The condition of clause 1(b) of the CCG in relation to the independent
director will beapplicableon election of thenext Board of Directorsof the Company.

11 | ANNUAL ReporT 2014



DEWAN TEXTILE MILLS LIMITED

15. The meetings of the audit committee were held at least once every quarter prior to approval of interim and final
results of the company and as required by CCG. The terms of reference of the committee have been formed and
advised tothe committeefor compliance.

16. Theboard hasformed an HR and Remuneration Committee. It comprises of three membersof whom two are non-
executivedirectorsand the chairman of the committeeisanon-executivedirector.

17. The board has set up an effective internal audit function. The staffs are considered suitably qualified and
experienced for the purpose and are conversant with the policiesand procedures of the company.

18. The statutory auditors of the company have confirmed that they have been given a satisfactory rating under the
quality control review program of the ICAPR, 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 al its partners are in compliance with
International Federation Accountants (IFAC) guidelineson code of ethicsasadopted by thel CAP.

19. 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
guidelinesinthisregard.

20. The closed period, prior to the announcement of interim/fina results, and business decisions, which may
materially effect the market price of company's securities, was determined and intimated to directors, employees
and stock exchange(s).

21. Materia / price sensitive information has been disseminated among all market participants at once through stock
exchange(s).

22. Weconfirmthat all the other material principlesenshrinedinthe CCG havebeen complied with.

Date : September 26, 2014 Dewan Abdul Bagi Farooqui
Place : Karachi Chief Executive
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222-A, Karachi Memon Telephone : (021) 4301966
C - Cooperative Housing Society 1 (021) 4301967
FARUQ ALI & CO Justice Inaumullah Road, : (021) 4301968
co. Near Hill Park, Karachi-74800. 1 (021) 4301969
CHARTERED ACCOUNTANTS E-mail: faac@cyber.net.pk Fax 1 (021) 4301965

AUDITORS REVIEW REPORT TO THE MEMBERSON THE STATEMENT OF
COMPLIANCE WITH BEST PRACTICES OF THE CODE OF CORPORATE GOVERNANCE

We have reviewed the Statement of Compliance with the best practices contained in the Code of Corporate
Governance prepared by the Board of Directors of Dewan Textile Mills Limited ('the Company') for the year
ended June 30, 2014 to comply with therequirementsof Listing RegulationsNo. 35 of the Karachi and L ahore Stock
Exchangeswherethe Company islisted.

Theresponsihility for compliancewiththe Codeisthat of the Board of Directorsof the Company. Our responsibility
istoreview, 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 islimited primarily to inquiries of the
Company'spersonnel and review of variousdocuments prepared by the Company to comply withthe Code.

Asapart of our audit of the financial statementswe are required to obtain an understanding of the accounting and
internal control systems sufficient to plan the audit and devel op an effective audit approach. We are not required to
consider whether the Board of Directors statement on internal control coversall risks and controls or to form an
opinion ontheeffectivenessof suchinternal controls, the Company'scorporate governance proceduresand risks.

The Code requires 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
distingui shing between transactions carried out on terms equival ent to thosethat prevail inarm'slength transactions
and transactions which are not executed at arm's length price and recording proper justification for using such
alternate pricing mechanism. We areonly required and have ensured compliance of thisrequirement 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 proceduresto determine whether the related party transactionswere under
takenat arm'slength priceor not.

Following instance of non-compliance with the requirements of the Code were observed which is not stated in the
Statement of Compliance:
The board includes one independent director, whereas in our view he does not meet the criteria of
independence on account of his cross directorships as well as he holds position of Chief Executivein an
associated company, consequently the requirement of chairman of audit committee to be an independent
director hasnot been complied with.

Based on our review, nothing has cometo our attention which causesusto believethat the Statement of Compliance
does not appropriately reflect the Company's compliance, in all material respects, with the best practi ces contained
inthe Codeasapplicableto the Company for theyear ended June 30, 2014.

Furthermore, we highlight that training programs were not arranged for directors as reflected in the note 9 in the
Statement of Compliance.

Q(;gCe,

Date : September 26, 2014 A)‘i

Place : Karachi
_ FARUQALI & Co.
Engagement Partner: Fasih us Zaman CHARTERED ACCOUNTANTS

13 | ANNUAL REPORT 2014




DEWAN TEXTILE MILLS LIMITED

222-A, Karachi Memon Telephone : (021) 4301966

C Cooperative Housing Society : (021) 4301967
FARUQ ALI & CO Justice Inaumullah Road, : (021) 4301968

& co, Near Hill Park, Karachi-74800. : (021) 4301969
CHARTERED ACCOUNTANTS E-mail: faac@cyber.net.pk Fax : (021) 4301965

AUDITORS REPORT TO THE MEMBERS

We have audited the annexed balance sheet of DEWAN TEXTILE MILLSLIMITED asat June 30, 2014 and the
related profit and loss account, statement of comprehensiveincome, cash flow statement and statement of changes
in equity together with the notesforming 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 purpose of
our audit.

It is the responsibility of the company's management to establish and maintain a system of interna 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 isto express an opinion on these statements
based on our audit.

We conducted our audit in accordance with the auditing standards as applicablein Pakistan. These standardsrequire
that we plan and perform the audit to obtain reasonabl e assurance about whether the above said statements are free
of any material misstatement. An audit includes examining, on atest 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, aswell as, eval uating theoverall presentation of above said statements. Webelieve
that our audit providesareasonabl e basisfor our opinion and, after dueverification, wereport that:

a) Thecompany hasnot made provision of markup for theyear amounting to Rs. 48.249 million (up to year ended
June 30, 2013: Rs.210.046 million) (refer note 26.1). Non-provisioning of markup is based on management's
hope that the restructuring proposal will be accepted by Iendersin the proposed manner. In our opinion, since
the proposal has not been accepted by the lenders so far and the lenders, instead of accepting the restructuring
proposal, have preferred filing suits agai nst the company, therefore the provision of markup should be madein
these financial statements. Had the provision of markup been made in the financial statements, the loss after
taxation would have been higher by Rs.48.249 million and markup payable would have been higher and
sharehol ders equity would have beenlower by Rs.258.295 million.

b) In our opinion, proper books of accounts have been kept by the company as required by the Companies
Ordinance, 1984,

C) inouropinion:;

i) the balance sheet and profit and loss account together with the notes thereon have been drawn up in
conformity with the Companies Ordinance, 1984, and arein agreement with the books of account and are
further in accordance with accounting policies consistently applied except for the change asmentioned in
note 3.3 withwhichweconcur;

ii) theexpenditureincurred during theyear wasfor the purpose of the company'shbusiness; and

iii) the business conducted, investments made and the expenditure incurred during the year were in
accordancewith the objectsof the company;
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222-A, Karachi Memon Telephone : (021) 4301966

Cooperative Housing Society : (021) 4301967

FARUQ ALI & CO Justice Inaumullah Road, : (021) 4301968
co. Near Hill Park, Karachi-74800. : (021) 4301969
CHARTERED ACCOUNTANTS E-mail: faac@cyber.net.pk Fax : (021) 4301965

d) inour opinion and to the best of our information and according to the explanations given to us, except for the
matters discussed in paragraph (a) above, the balance sheet, profit and loss account, statement of
comprehensiveincome, cash flow statement and statement of changesin equity together with the notesforming
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 atrue and fair
view of the state of the company'saffairsasat June 30, 2014 and of theloss, itscash flowsand changesin equity
for theyear then ended; and

€) inouropinion, no Zakat wasdeductibleat source under the Zakat and Ushr Ordinance, 1980.
Without further qualifying our opinionwedraw attention of themembers:

to note 2 to the financial statements which indicates that the company incurred net loss after taxation of
Rs.274.911 million during the year ended June 30, 2014 and as of that date company's negative reserves of
Rs.595.277 million have resulted in negative equity of Rs.460.231 million. Furthermore company is facing
litigations with three of its lenders for repayment of liabilities through attachment and sale of company's
hypothecated / mortgaged properties and two of them have also filed winding up petitions. These conditions,
along with other matters as set forth in note 2, indicate the existence of material uncertainty which may cast
significant doubt about company's ability to continue as going concern. The amount of current liabilities
reportedin said note do not includethe effect of mattersdiscussedin para(a) above.

to note 12.3 to the financial statements which states that company would be liable to pay a sum of Rs.1.632
billionintheevent of defaultintermsof settlement reached with thelenders.

0 €Cs

Date : September 26, 2014 A)‘i

Place : Karachi
FARUQALI & Co.

Engagement Partner: Fasih us Zaman CHARTERED ACCOUNTANTS
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DEWAN TEXTILE MILLS LIMITED

BALANCE SHEET
AS AT JUNE 30,2014

2014 2013 2012
NOTES (Restated) (Restated)
EQUITY AND LIABILITIES RUPEES
SHARE CAPITAL AND RESERVES
Authorized capital
30,000,000 Ordinary shares of Rs. 10/- each 300,000,000 300,000,000 300,000,000
Issued, subscribed and paid up capital 4 135,046,090 135,046,090 135,046,090
Reserves and surplus 5 (595,276,601) (341,967,349) (538,527,859)
(460,230,511) (206,921,259) (403,481,769)
Surplus on revaluation of property, plant and equipments 6 726,047,730 768,368,710 819,906,627
NON CURRENT LIABILITIES
Long term financing - Secured 7 2,811,360,801 3,230,941,957 3,687,994,219
Deferred liability for staff gratuity 8 39,505,095 27,034,206 29,706,443
Deferred taxation 9 160,334,152 202,239,489 247,300,334
CURRENT LIABILITIES
Trade and other payables 10 411,244,595 345,066,506 364,534,623
Markup accrued 34,367,015 23,772,596 44,616,553
Short term borrowings - Secured 11 816,006,986 720,727,477 474,927,661
Current portion of long term financing 7 462,188,138 460,104,990 80,000,000
Overdue portion of lease liability - 41,185,703 41,185,703
1,723,806,734 1,590,857,272 1,005,264,540
CONTINGENCIESAND COMMITMENTS 12 -- -- --
5,000,824,001 5,612,520,375 5,386,690,394
ASSETS
NON CURRENT ASSETS
Property, plant and equipments 13 1,827,262,420 1,916,934,073 2,075,450,024
Investments 14 - -- 171,033,591
Long term deposits 15 54,110,685 53,921,685 47,852,685
CURRENT ASSETS
Stores and spares 16 63,292,340 46,161,624 46,133,752
Stock in trade 17 1,494,281,700 1,615,174,605 1,367,943,006
Trade debtors - Considered good 1,231,646,377 1,579,944,210 1,574,630,006
Advances - Considered good 18 29,226,191 42,848,823 30,731,317
Short term deposits and current
account balances with statutory authorities 19 19,436,060 40,232,252 27,963,111
Taxes recoverable - Net 50,861,059 34,945,912 13,217,968
Cash and bank balances 20 14,829,409 40,407,233 31,734,934
2,903,573,136 3,399,714,659 3,092,354,094
Non current assets held for sale 21 215,877,760 241,949,958 --
5,000,824,001 5,612,520,375 5,386,690,394

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

Dewan Abdul Baqi Farooqui
Chief Executive

Haroon Igbal
Director
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PROFIT ANDLOSSACCOUNT
FOR THE YEAR ENDED JUNE 30,2014
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2014 2013
NOTES (Restated)
RUPEES
Sales- Net 22 3,414,366,635 3,928,180,032
Cost of sdles 23 3,387,383,884 3,602,512,529
Gross profit 26,982,751 325,667,503
Operating expenses
Distribution cost and selling expenses 24 83,899,857 123,423,096
Administrative and general expenses 25 43,007,872 39,748,197
126,907,729 163,171,293
Operating (loss) / profit (99,924,978) 162,496,210
Finance cost 26 182,673,363 109,699,830
Other charges 27 3,797,500 8,310,354
Other income 28 (16,327,875) (14,066,130)
170,142,988 103,944,054

(Loss) / profit before taxation (270,067,966) 58,552,156
Taxation

- Current 29 29,402,812 29,506,774

- Deferred (24,559,466) (33,809,566)

4,843,346 (4,302,792)

(Loss) / profit after taxation (274,911,312) 62,854,948
(Loss) / earnings per share- Basic and diluted 30 (20.36) 4.65

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

Dewan Abdul Baqi Farooqui
Chief Executive

e

Haroon Igbal

Director




DEWAN TEXTILE MILLS LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2014

2014 2013
(Restated)
RUPEES
(Loss) / profit for the year (274,911,312) 62,854,948
Other comprehensive income:
Available for salefinancial assets:
- Changesin fair value (26,072,198) 70,916,367
Transfer from surplus on reval uation of
property, plant and equipmentsin respect of
Incremental depreciation 84,226,319 96,598,761
Related deferred tax (28,636,948) (33,809,566)
55,589,371 62,789,195
Remeasurement of net defined benefit liability (11,992,595) --
Related deferred tax 4,077,482 --
(7,915,113) -
Total comprehensive (loss) / income for the year (253,309,252) 196,560,510

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

Dewan Abdul Baqi Farooqui Haroon Igbal
Chief Executive Director
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YD | A YOUSUF DEWAN COMPANY

CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30,2014

CASH FLOWS FROM OPERATINGACTIVITIES
Net (loss) / profit before taxation
Adjustment for :
Depreciation
Provision for gratuity
Finance cost
(Gain) on disposal of fixed assets
Workers' profit participation fund
Workers welfare fund
Cash flow before working capital changes

(Increase) / decrease in current assets

Stores & spares

Stock in trade

Trade debtors

Advances - Considered good

Short term deposit and current

account balances with statutory authorities

Increase/ (decrease) in current liabilities

Trade and other payables

Short term borrowings

Taxes - Net
Deposit
Gratuity paid

Net cash inflow from operating activities

CASH FLOW FROM INVESTINGACTIVITIES
Fixed capital expenditures
Sale proceed of fixed assets

Net cash outflow from investing activities

CASH FLOW FROM FINANCINGACTIVITIES
Long term financing paid
Financia charges paid
Net cash outflow from financing activities
Net (decrease) / increase in cash and cash equivalents
Cash and cash equivalents at beginning of the year
Cash and cash equivalents at the end of year

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

Dewan Abdul Baqi Farooqui
Chief Executive
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2014 2013
RUPEES
(270,067,966) 58,552,156
184,907,249 199,363,871
11,602,125 9,856,532
182,673,363 109,699,830
(1,095,868) --
-- 3,138,662
-- 1,192,692
108,018,903 381,803,743
(17,130,716) (27,872)
120,892,905 (247,231,599)
348,297,833 (5,314,204)
13,622,632 (12,117,506)
20,796,192 (12,269,141)
66,178,089 (23,799,472)
95,279,509 245,799,816
647,936,444 (54,959,978)
(45,317,959) (51,234,718)
(189,000) (6,069,000)
(11,123,831) (12,528,769)
(56,630,790) (69,832,487)
699,324,557 257,011,278
(95,370,456) (40,847,920)
1,230,730 --
(94,139,726) (40,847,920)
(458,683,711) (76,947,272)
(172,078,944) (130,543,787)
(630,762,655) (207,491,059)
(25,577,824) 8,672,299
40,407,233 31,734,934
14,829,409 40,407,233
Haroon Igbal
Director




DEWAN TEXTILE MILLS LIMITED

STATEMENT OFCHANGESIN EQUITY
FOR THEYEAR ENDED JUNE 30, 2014

| ssued Unrealized gain
Subscribed General duetochange Accumulated
. S Total
and Paid up reserve in fair value of loss
Capital Investment
RUPEES

Balance as on July 01, 2012 - As reported 135,046,090 333,000,000 12,514,653  (881,802,406) (401,241,663)
Effect of change in accounting policy (Note 3.3) - -- - (2,240,106) (2,240,106)
Balance as on July 01, 2012 - Asrestated 135,046,090 333,000,000 12,514,653 (884,042,512) (403,481,769)
Total comprehensive income for the year:
Income for the year -- -- -- 62,854,948 62,854,948
Changesin fair values of available for sale

investments -- -- 70,916,367 -- 70,916,367
Transfer from surplus on revaluation of

property, plant and equipmentsin respect of

incremental depreciation - Net of tax -- -- - 62,789,195 62,789,195

-- - 70,916,367 125,644,143 196,560,510

Balance as on June 30, 2013 - Restated 135,046,090 333,000,000 83,431,020 (758,398,369)  (206,921,259)
Total comprehensive (loss) for the year
Loss for the year -- - - (274,911,312)  (274,911,312)
Changesin fair values of available for sale

investments -- - (26,072,198) - (26,072,198)
Transfer from surplus on revaluation of

property, plant and equipments in respect of

incremental depreciation - Net of tax - -- - 55,589,371 55,589,371
Remeasurement of net defined benefit
liability - Net of tax -- - - (7,915,113) (7,915,113)

-- - (26,072,198) (227,237,054) (253,309,252)
Balance as on June 30, 2014 135,046,090 333,000,000 57,358,822  (985,635,423)  (460,230,511)
The annexed notes form an integral part of these financial statement.
Dewan Abdul Baqi Farooqui Haroon Igbal
Chief Executive Director
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NOTESTO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2014

YD A YOUSUF DEWAN COMPANY

1 THE COMPANYAND ITSOPERATIONS
The Company is a public limited company incorporated in Pakistan on April, 16, 1970 under the Companies
Act 1913 (Now Companies Ordinance, 1984) and is listed on the Karachi and Lahore Stock Exchanges. The
principal activity of the Company ismanufacturing and saleof yarn. The company'sregistered officeislocated
at 8th Floor, Block-A, Finance & Trade Centre, Shahrah-e-Faisal, Karachi.

2 GOING CONCERNASSUMPTION

Thefinancial statements of the company for the year ended June 30, 2014 reflect that company has sustained a
net loss after taxation of Rs.274.911 million and as of that date company’s negative reserves of Rs. 595.277
million (2013: Rs.341.967 million) haveresulted in negative equity of Rs.460.231 million (2013: Rs.206.921
million). Further the company'sshort term borrowing facilitieshaving limit to theextent of Rs.315million have
expired and not been renewed. The company is facing litigations with three of its lenders for repayment of
liahilitiesthrough attachment and sale of company's hypothecated / mortgaged properties and out of them two
of the lenders had also filed winding up petition under section 305 of the companies ordinance 1984. These
conditionsindicatethe existence of material uncertainty which may cast significant doubt about the company's
ability to continue asagoing concern, therefore the company may not be ableto realizeitsassetsand discharge
itsliabilitiesduring thenormal courseof business.

The financia statements has been prepared on going concern assumption as during the financial year ended
june 30, 2012. Company's liabilities were rescheduled in the form of a syndicated long term loan of Rs.3.930
billion repayableinnineand half yearswith progressive mark up ratesranging from 2% to 13% over the period
on outstanding principal. Despite of incurring loss for the year, the operating cash flows remained positive,
enabling the Company to maketimely repaymentsof restructured liabilitieswithout any default. Inadditionto
above, a restructuring with a leasing company has also been finalized during the year under consideration.
Moreover banks/ financia institutions have allowed further working capital to the Company upto the limit to
Rs.916.800 million. Thiswill streamline the funding regquirements of the Company which will ultimately help
the management to run the operations smoothly with optimum utilization of production capacity. As the
conditionsmentioned intheforegoing paragraph aretemporary and would reversethereforethe preparation of
financial statementsusing going concernassumptionisjustified.

3 SIGNIFICANTACCOUNTINGPOLICIES

3.1 Basisof preparation
These financia statements have been prepared under the historical cost convention modified by the
absorption of borrowing cost asreferred to in note 3.16 and investments classifed as avaiable for sale
arecarried atfair value.

3.2  Statement of compliance

These financial statements have been prepared in accordance with approved accounting standards as
applicable in Pakistan with the exception of departure of IFRS as mentioned in 26.1 to the financia
statements, for which the management concludes that provisioning of markup (note 26.1) would
conflict with the objective of financial statements. Approved accounting standards comprise of such
International Financial Reporting Standards (IFRS) issued by the International Accounting Sandards
Board as are notified under the Companies Ordinance, 1984 provision of and directivesissued under
the Companies Ordinance, 1984. In case requirement differ, the provisions of and directives of the
CompaniesOrdinance, 1984 shall prevail.

3.21 Standards,amendmentsor interpretationswhich becameeffectiveduringtheyear:
During the year certain amendments to standards or new interpretations became effective;
however, the amendments or interpretation did not have any material effect on the financial
statementsof the Company except for theamendmentsasexplained bel ow:
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DEWAN TEXTILE MILLS LIMITED

- IAS19'EmployeesBenefits, detailsof which arestated below:
Changein accounting policy

Employeebenefits

With effect from 1 January 2013, therevised |AS 19 'Employee Benefits becameeffective. The
revised |AS 19 requires actuarial gains and losses to be recognized immediately in other
comprehensiveincome. Previously, actuarial gainsand lossesover and abovethe corridor limit
were amortized over the expected average remaining working lives of employees. Further, any
past service cost is now recognized immediately in the profit and loss account as soon as the
change in the benefit plans are made and previously, only vested past service cost was
recognized immediately in profit and loss account and non-vested cost was amortised to profit
and loss account over the vesting period. The Standard also replaces the interest cost on the
defined benefit obligation and the expected return on plan assets with anet interest cost based
on the net defined benefit assets or liability and the discount rate, measured at the beginning of
theyear. Refer note 3.3 for revised accounting policy.

The effects of change has been accounted for retrospectively in accordance with 1AS 8
'Accounting Policies, Changesin Accounting Estimatesand Errors, resulting in restatement of
financial statements of prior periods. Resultantly, the cumulative effect of adjustments that
aroseasat 1 July 2012 has been presented and disclosed as part of the statement of changesin
equity, while the corresponding period adjustment through other comprehensive income is
restated and disclosed as part of the Statement of Comprehensive Income respectively. The
Balance Sheet al so presentsthe prior year numbersasrestated, dueto the said change.

----2013---- ----2012----
As Impact due As As Impact due As
previously to change Restated previously to change Restated
reported in policy reported in policy
RUPEES
Effect on balance sheet
Staff retirement benefit 24,904,372 2,129,834 27,034,206 27,466,337 2,240,106 29,706,443
Accunulated loss (756,268535)  (2,129,834) (758,398,369)  (881,802,406) (2,240,106) _ (884,042,512)
2014
RUPEES
Effect on other comprehensive income
Remeasurement of defined benefit liability (11,992,595)
Tax thereon 4,077,482
(7,915,113)

Thischangein accounting policy has noimpact on the statement of cash flows and on earnings
per share.

- Amendments to IAS 1, 'Financial statement presentation’ regarding other comprehensive
income, emphasises on the requirement for entities to group items presented in other
comprehensive income (OCI) on the basis of whether they are potentialy reclassifiable to
profit or loss subsequently (reclassification adjustments). The application of the amendment
has not affected theresult or net assets of the Company asitisonly concerned with presentation
anddisclosures.

3.2.2 Standards,amendmentsor inter pretationsnot yet effective
The following new standards, amendments to existing standards and interpretations of
approved accounting standards will be effective for accounting periods beginning on or after 1
July 2014 and the Company does not expect to have any material / significant changesin its
accounting policy except for disclosures, whereapplicable:
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- IFRIC 21- Levies ‘an Interpretation on the Accounting for Levies Imposed by Governments’
(effective for annual periods beginning on or after 1 January 2014). IFRIC 21 is an
interpretation of IAS 37 'Provisions, Contingent Liabilitiesand Contingent Assets. IAS 37 sets
out criteria for the recognition of aliability, one of which is the requirement for the entity to
have a present obligation as a result of a past event (known as an obligating event). The
Interpretation clarifies that the obligating event that givesriseto aliability to pay alevy isthe
activity describedintherelevant legislation that triggersthe payment of thelevy.

- Offsetting Financial Assetsand Financial Liabilities (Amendmentsto IAS 32) — (effective for
annual periods beginning on or after 1 January 2014). The Amendments address
inconsistencies in current practice when applying the offsetting criteriain IAS 32 'Financia
Instruments. Presentation’. The amendments clarify the meaning of ‘currently has a legally
enforceable right of set-off’; and that some gross settlement systems may be considered
equivalent to net settlement.

- Amendment to IAS 36 'Impairment of Assets Recoverable Amount Disclosures for Non-
Financial Assets (effective for annual periods beginning on or after 1 January 2014). These
narrow-scope amendments to IAS 36 Impairment of Assets address the disclosure of
information about the recoverable amount of impaired assets if that amount is based on fair
valuelesscostsof disposal.

- Amendmentsto IAS 39 'Financia Instruments: Recognition and Measurement' - Continuing
Hedge Accounting after Derivative Novation (effectivefor annual periodsbeginning onor after
1 January 2014). The amendments add a limited exception to IAS 39, to provide relief from
discontinuing an existing begning relationship when a novation that was not contemplated in
theoriginal hedging documentation meetsspecific criteria.

- Amendmentsto IAS 19 'Employee Benefits Employee contributions — a Practical Approach
(effective for annual periods beginning on or after 1 July 2014). The practical expedient
addresses an issue that arose when amendments were made in 2011 to the previous pension
accounting requirements. The amendments introduce a relief that will reduce the complexity
and burden of accounting for certain contributions from employees or third parties. The
amendments are relevant only to defined benefit plans that involve contributions from
employeesor third partiesmeeting certaincriteria.

- Amendments to IAS 38 'Intangible Assets and IAS 16 'Property, Plant and Equipment'
(effectivefor annual periodsbeginning on or after 1 January 2016) introduce severerestrictions
on the use of revenue-based amortization for intangibl e assetsand explicitly state that revenue-
based methods of depreciation cannot be used for property, plant and equipment. Therebuttable
presumption that the use of revenue-based amortization methods for intangible assets are
inappropriate can be overcome only when revenue and the consumption of the economic
benefitsof theintangibleasset are‘ highly correlated’, or when theintangibl e asset isexpressed
asameasureof revenue.

- Agriculture: Bearer Plants [Amendment to IAS 16 and 1A S 41] (effective for annual periods
beginning on or after 1 January 2016). Bearer plants are now in the scope of IAS 16 'Property,
Plant and Equipment' for measurement and disclosure purposes. Therefore, a company can
elect to measure bearer plants at cost. However, the produce growing on bearer plants will
continueto bemeasured at fair valuelesscoststo sell under IAS41'Agriculture’. Abearer plant
isaplant that: isused inthe supply of agricultural produce; isexpected to bear producefor more
than one period; and has a remote likelihood of being sold as agricultural produce. Before
maturity, bearer plantsare accounted for in the same way as self-constructed items of property;,
plant and equi pment during construction.
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Annual Improvements 2010-2012 and 2011-2013 cycles (most amendments will apply prospectively for
annual period beginning on or after 1 July 2014). The new cycle of improvements contain amendmentsto the
following standards:

- IFRS 2 ‘Share-based Payment’. IFRS 2 has been amended to clarify the definition of ‘vesting
condition’ by separately defining ‘ performance condition’ and ‘ service condition’. The amendment
also clarifies both: how to distinguish between a market condition and a non-market performance
condition and the basis on which a performance condition can be differentiated from a vesting
condition.

- IFRS 3 ‘Business Combinations'. These amendments clarify the classification and measurement of
contingent consideration in a business combination. Further, IFRS 3 has also been amended to clarify
that the standard does not apply to the accounting for the formation of all types of joint arrangements
includingjoint operationsinthefinancial statementsof thejoint arrangement themselves.

- IFRS 8 Operating Segments’ hasbeen amended to explicitly requirethe disclosure of judgments made
by management in applying the aggregation criteria. In addition this amendment clarifies that a
reconciliation of the total of the reportable segment’ s assetsto the entity assetsisrequired only if this
informationisregularly provided to theentity’ schief operating decision-maker. Thischangealignsthe
disclosurerequirementswith thosefor segment liabilities.

- Amendments to IAS 16 ’Property, Plant and Equipment’ and 1AS 38 ‘Intangible Assets. The
amendments clarify the requirements of the revaluation model in|AS 16 and I1AS 38, recognizing that
therestatement of accumul ated depreciation (amortization) isnot always proportionateto the changein
thegrosscarrying amount of theasset.

- IAS24‘Related Party Disclosure’. Thedefinition of related party is extended to include amanagement
entity that provides key management personnel services to the reporting entity, either directly or
through agroup entity.

- IAS40° Investment Property’ . |AS40 hasbeen amended to clarify that an entity should: assesswhether
an acquired property isan investment property under |AS 40 and perform a separate assessment under
IFRS 3 to determine whether the acquisition of the investment property constitutes a business
combination.

The preparation of financia statementsin 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. Estimatesand judgments are continually evaluated and are based
on historical experience and other factors, including expectations of future events that are believed to be
reasonableunder thecircumstances.

Theareasinvolving ahigher degree of judgment or complexity, or areas where assumptions and estimates are
significant tothefinancial statements, areasfollows:

i) Provisionfor taxes
i) Estimation of residual valuesand useful livesof property, plant and equi pment.
iii) Staff retirement benefits

3.3 Staff retirement benefits

Defined benefit plan

The Company operates an unfunded Gratuity Scheme for its non management staff. The Company's
obligation under the scheme is determined through actuarial valuation carried out at each year end
under the Projected Unit Credit Method, as required by International Accounting Standards (IAS-19).
Remeasurements which comprise actuarial gains and losses and the return on plan assets (excluding
interest) arerecognized immediately in other comprehensiveincome.
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The Company determines the net interest expense (income) on the net defined benefit liability (asset)
for the period by applying the discount rate used to measure the defined benefit obligation at the
beginning of the annual period to the then-net defined benefit liability (asset), taking into account any
changes in the net defined benefit liability (asset) during the period as a result of contribution and
benefit payments. Net interest expense and current service cost are recognized in profit and loss
account. The latest Actuarial valuation was conducted at the balance sheet date by a qualified
professional firm of actuaries.

34  Defined contribution plan:
The company upto June 30, 2010 was operating an unfunded gratuity scheme for its management
employee. Provision was made accordingly in the financial statements to cover obligation under the
scheme. The company hasfully provided for theliability under the gratuity schemeasof June 30, 2010.
Effective from 01 July, 2010, the company has, in place of gratuity scheme, established a recognized
provident fund for its permanent management staff. Equal contributions are being made in respect
thereof by the company and the empl oyeein accordancewith termsof thefund.

35 Taxation

Current
Provision for current taxation is based on current rates of tax after taking into account available tax
creditsand rebatesavailable, if any.

Deferred
Deferred tax is recognized on all timing differences between the carrying amounts of assets and
liabilitiesfor financial reporting purposesand the amount used for taxati on purposes.

A deferred tax asset is recognized to the extent that it is probable that future taxable profits will be
available against which temporary difference can be utilized. Deferred tax assets arereviewed at each
reporting date and are reduced to the extent that it isno longer probabl e that the related tax benefit will

berealized.

3.6  Property, plant and equipment
Owned
The property, plant and equipments are stated at cost or revalued amounts less accumulated
depreciation except |easehold land and capital work-in-progresswhich arestated at cost.

Depreciationischarged toincome using the reducing balance method at therates specifiedinnote 13.1,
whereby the cost of an assetiswritten of f over itsestimated useful life.

Depreciation on additions is charged from the month of acquisition or transfer of assets from capital
work in progresson proportionatebasi s, and on disposal sup to themonth the asset wasin use.

Any surplus arising on revaluation of property plant and equipment is credited to the surplus on
revaluation account. Revaluation is carried out with sufficient regularity to ensure that the carrying
amount of assetsdoesnot differ materially fromthefair value. To theextent of incremental depreciation
charged on therevalued assets, the related surplus on reval uation of property, plant and equipment (net
of deferredtax) istransferred to unappropriated profit through statement of comprehensiveincome.

Leased

Assets subject to finance lease are stated at the lower of present value of minimum lease payments
under the lease agreement and the fair value of the assets. The related obligations under the lease are
accounted for asliabilities. Assets acquired under finance lease are depreciated over the useful life of
the assets and depreciation iscomputed commencing from the month in which the assetsarefirst put to
use.

Costinrelation to certain plant and machinery signifieshistoric cost, markup, interest, profit and other
charges on counter liabilities up to the date of commissioning of the respective plant and machinery
acquired against such liabilities. All other markup, interest, profit, and other charges are charged to
income.
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Major repairs and renewals are capitalized. Gains or losses on disposals of property, plant and
equipmentsareincludedinincomecurrently.

3.7  Storesand spares
Thesearevalued at average cost except for thoseintransit, which arevalued at cost.

3.8 Stock intrade
Thesearevalued at lower of average cost and net realizableval ues, the cost isdetermined asfollows:

Raw material - Averagecost
Packing material - Averagecost
Work in process - Averagecost
Waste - Sdllingprice
Finished goods - Averagecost

Cost of finished goods comprise of prime cost and appropriate portion of production overheads.

Net realizable value signifies the estimated selling price in the ordinary course of business less cost
necessary to beincurredin order to makethesale.

3.9 Foreigncurrencytrandation
Transactions in foreign currencies are recorded using the rates of exchange ruling at the date of
transaction.

Assets and liabilities in foreign currencies, if any, are trandated into rupees at the exchange rates
prevailing on the bal ance sheet date except whereforward exchange contractshave been entered intoin
which casetheratescontractedfor areused.

3.10 Availablefor salelnvestments
Investments classified as available for sale and are initially measured at cost, being the fair value of
consideration given. At subsequent reporting dates, these investments are remeasured at fair values
(quoted market price), unless fair value cannot be reliably measured. The investments for which a
quoted market priceis not available, are measured at cost. Gains and |osses on remeasurement to fair
value recognized directly in equity through the statement of changesin equity.

311 Revenuerecognition
Revenuefrom saleisrecognized on dispatch of goodsto customers.

Dividendincomeisrecognized on the basisof declaration by theinvestee company.

3.12 Tradedebts
Trade debts originated by the company are recognized and carried at original invoice amount less an
alowancefor any uncollectibleamounts, if any.An estimatefor doubtful debtsismadewhen collection
of full amountisnolonger probable. Bad debtsarewritten off asincurred.

3.13 Cashandcashequivalents
Cash and cash equivalentscomprise of cash and bank balances.

3.14 Transactionswithrelated parties
All dealings with associated companies are carried out at arm's length using the Comparable
Uncontrolled Pricemethod.

3.15 Provision
A provisionisrecognized in the balance sheet when the company hasalegal or constructive obligation
asaresult of past event, it is probable that an outflow of resources embodying economic benefitswill
berequiredto settlethe obligation and areliabl e estimate can be made of theamount of obligation.
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3.16 Borrowingcosts
Borrowings costs are recognized as an expense in the period in which these are incurred except to the
extent of borrowing cost that are directly attributable to the acquisition, construction or production of a
qualifyingasset. Such borrowing costs, if any, are capitalized as part of the cost of therel evant asset.

3.17 Financial instruments
All thefinancial assetsand liabilities are recognized at the time when the company becomes aparty to
the contractual provisions of theinstrument. Gain or loss on derecognition of the financial assets and
liabilitiesaretakento profit and lossaccount for theyear inwhichthesamearises.

3.18 Noncurrentassetsheld for sale
Non current assets classified as held for sale are measured at the lower of their carrying amounts and
fair valuelesscosttosell.

319 Impairment
The carrying amounts of the company's assets are reviewed at each balance sheet date to determine
whether thereisanindication of impai rment |oss. Any impairment lossarising isrecognized asexpense
intheprofitandlossaccount.

3.20 Off settingof financial assetsand liabilities
A financial asset and afinancial liability may be offset and the net amount is reported in the balance
sheet if thecompany hasalegally enforceabl eright to set-off therecognized amountsand intendseither
tosettleonanet basisor torealizethe asset and settle theliability simultaneously.

2014 2013
RUPEES
4 ISSUED, SUBSCRIBED AND PAID-UP CAPITAL
2014 2013
(No. of Shares)
Ordinary shares of Rs. 10/- each
1,500,000 1,500,000 issued asfully paidin cash 15,000,000 15,000,000
Ordinary shares of Rs. 10/- each
225,000 225,000 issued for consideration other than cash 2,250,000 2,250,000
Ordinary shares of Rs. 10/- each
11,779,609 11,779,609 issued as fully paid bonus shares 117,796,090 117,796,090
13,504,609 13,504,609 135,046,090 135,046,090
2014 2013
RUPEES
5 RESERVESAND SURPLUS
Revenuereserves
Generd reserve 333,000,000 333,000,000
Accumulated loss (985,635,423) (758,398,369)
Capital reserves
Un-realized gain due to change in fair value of investment 57,358,822 83,431,020
(595,276,601) (341,967,349)
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2014 2013
RUPEES
6 SURPLUSON REVALUATION OF PROPERTY PLANTAND EQUIPMENTS
Opening balance 970,608,200 1,067,206,961
Transferred to unappropriated profit in respect
of incremental depreciation for the year - Net of tax (84,226,319) (96,598,761)
886,381,881 970,608,200
Related deferred tax liability
Opening balance 202,239,490 247,300,334
Incremental depreciation (28,636,948) (33,809,566)
Effect of portion of company's income being assessed under Final Tax Regime (13,268,391) (11,251,278)
160,334,151 202,239,490
Balance as at June 30 726,047,730 768,368,710

Thefollowing property, plant and equipments owned by the company were revalued on March 21, 2012 . The
revaluation of property, plant and equipments was carried out by independent valuer M/s Igbal A Nanjee &
company (Private) limited, using prevailing market value being the basis of revaluation. The surplus arising
from revaluation isRs. 1,100.857 million. The closing balance of surplus on revaluation of property, plant and
equipmentsisnot availablefor distribution to sharehol ders.

Operating fixed assets - At cost less accumulated depreciation

W.D.V. of Revalued Revaluation
PARTICULARS assets before Amount Surplus
revaluation
RUPEES
Lease hold land 778,000 210,500,000 209,722,000
Factory building on lease hold land 215,517,102 414,400,624 198,883,522
Non - factory building 4,896,471 33,795,399 28,898,928
Labour quarters 2,782,573 81,693,592 78,911,019
Plant, machinery & equipments 699,921,066  1,284,362,610 584,441,544
923,895,212  2,024,752,225 1,100,857,013
7 LONG TERM FINANCING - Secured
) . Installments Mark-up 2014 2013
Financier payable Tenure rate Note RUPEES
From Banks and financial institutions - Secured

Restructured long term financing Quarterly  2011-2021 2%to13% 7.1 3,691,046,947 3,767,994,219

Restructured lease liability Quarterly  2014-2023 2%t010.04% 7.2 42,215,040 -
Less: Payments during the year (459,713,048) (76,947,272)
3,273,548,939 3,691,046,947
Less: Current portion - Shown under current ligbilities 462,188,138 460,104,990
2,811,360,801 3,230,941,957
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7.1  Compromise Agreement dated December 23, 2011 was executed between the Company and majority
of its lenders, consegquent to which consent decrees were granted by the Honorable High Court of
Sindh, Karachi. Company’sliabilitiesin respect of short term borrowings, long term loans, leases and
overdue letters of credit were rescheduled in the form of a syndicated long term financing of Rs.3.930
billion repayablein nineand half yearswith progressivemark up ratesranging from 2%to 13% over the
period on outstanding principal . As per the agreement, markup outstanding ason December 21, 2011is
Rs.1.621 billion, which the company would be liable to pay in the event of default of terms of
agreement. Moreover banks/ financial institutionshave al so agreed to provide further working capital
tothe Company amounting to Rs.916.800 million.

Theloan is secured against first pari passu hypothecation charge over stock, book debts, present and
future property, plant and equipmentsof the company and personal guaranteesof directors.

7.2 Settlement agreement dated January 21, 2014 has been executed between the Company and aleasing
company, consequent to which consent decrees have been granted by the Honourable High Court of
Sindh, Karachi. Company'sliabilitiesin respect of overdueleaseliability hasbeen rescheduled thereby
theliability of Rs. 42.215 millionisnow repayablein 10 years with progressive mark up rates ranging
from 2% to 13% over the period on outstanding principal . As per agreement, mark up relating to prior
periods amounting of Rs. 11.005 million will bewaived subject to the payment of restructured liability

asper termsof agreement.
Note 2014 2013
RUPEES
8 DEFERRED LIABILITY FOR STAFF GRATUITY
Opening balance 27,034,206 29,706,443
Remeasurements recognized in other comprehensive income 11,992,595 --
Less: Paid during the year (11,123,831) (12,528,769)
27,902,970 17,177,674
Provision for the year 8.1 11,602,125 9,856,532
8.2 39,505,095 27,034,206
8.1 Provision for theyear
Current service cost 10,477,193 7,661,160
Interest cost 1,124,932 2,195,372
11,602,125 9,856,532
8.2 Theamount recognised in balance sheet
Present value of defined benefit obligation 8.3 32,520,007 14,215,240
Add: payables 6,985,088 12,818,966
Balance sheet liability 39,505,095 27,034,206

8.3 Changesin Present Value of Defined Benefit Obligations

Present value of defined benefit obligation 14,215,240 16,887,477
Current service cost 10,477,193 7,661,160
Interest cost on defined benefit obligation 1,124,932 2,195,372
Benefits paid (5,289,953) (12,528,769)
Experience adjustments 11,992,595 --
Present value of defined benefit obligation 32,520,007 14,215,240
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Note 2014 2013
RUPEES
8.4 Changesin Net Liability
Balance Sheet Liability 8 27,034,206 29,706,443
Expense chargeable to P& L 8.1 11,602,125 9,856,532
Remeasurements chargeable in other comprehensive income8.2 11,992,595 --
Benefits paid 8.3 (11,123,831) (12,528,769)
Balance Sheet Liability 39,505,095 27,034,206
2014 2013
8.5 Significant Actuarial Assumptions
Discount rate used for Interest Cost in P&L Charge 13.00% 13.00%
Discount rate used for year end obligation 13.25% 13.00%
Salary increase used for year end obligation N/A 12.00%
Net salary isincreased at 1-Jul-14 1-Jan-14
Mortality Rates SLIC2001-2005 e 61 65
Setback 1 Year
Withdrawal Rates HilEEs Age-Based
(Per appendix) (Per appendix)
Retirement Assumption Age 60 Age 60
9 DEFERRED TAXATION
Credit balance arising due to:
- accelerated tax depreciation 113,739,126 123,827,541
- revaluation - net of related depreciation 160,334,152 202,239,489
Debit balance arising due to
- finance lease transactions 7,576,867 10,963,923
- staff gratuity (9,360,708) (6,619,449)
- carried over losses (343,942,268) (374,650,059)
(71,652,831) (44,238,555)
Deferred tax asset not recognized 231,986,983 246,478,044
160,334,152 202,239,489
10 TRADE AND OTHER PAYABLES
Creditors for goods and services 10.1 218,549,987 163,818,635
Accrued expenses 172,711,224 159,633,171
Sales tax payable 525,613 2,593,406
Withholding income tax payable 129,350 92,425
Workers' profit participation fund 10.2 3,538,214 3,138,662
Workers welfare fund 15,536,001 15,536,001
Unclaimed dividend 254,206 254,206
411,244,595 345,066,506
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10.1  Thisincludes amount of Rs.100.064 (2013: Rs.94.382) million being amount payable to the banks

inrespect of outstandingletter of credits.

Note 2014 2013
RUPEES
10.2 Workers profits participation fund
Opening balance 3,138,662 --
Interest provided for the year 399,552 --
Add: Contribution during the year -- 3,138,662
3,538,214 3,138,662
Less: Paid during the year -- --
3,538,214 3,138,662
1 SHORT TERM BORROWINGS - Secured
From banks and financial institutions:
Short term running finances 111 183,818,932 183,818,932
Short term loans 11.2 475,452,396 536,805,757
Temporary book overdraft 156,735,658 102,788
816,006,986 720,727 477

11.1  Thefeacilitiesfor running finance under mark up arrangement obtained from various commercial banks
against availablelimitsof Rs. 215 million at markup rateranging from 2%to 3% per annum over three
months KIBOR payable quarterly in arrears. The facilities are secured by way of hypothecation of
stock intrade, book debtsand other current assets of the company and personal guarantees of directors.
Thesefacilitieshave expired and not been renewed by the banks.

11.2  Thefacilitiesfor short term loansunder mark up arrangement obtained from various commercial banks
against availablelimitsof Rs. 1.017 billion at markup rate ranging from 0% to 3.25% per annum over
one / three months KIBOR payable quarterly in arrears. The facilities are secured by way of
hypothecation of stock intrade, book debts, property, plant and equipmentsand other current assetsand
effective pledge on raw material and finished goods of the company and persona guarantees of
directors. Financefacility havinglimit to the extent of Rs.100 million hasexpired and not been renewed
by bank.

11.3 Certainbankshavefiledrecovery suitsasmorefully explainedinnote 12.2 tothefinancial statements.

12 CONTINGENCIESAND COMMITMENTS
Contingencies
121  Guaranteesissued by bank on behalf of the company

12,025,130 12,025,130
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12.2  In respect of liabilities towards banks / financial ingtitutions disclosed in note 10.1 and 11 to the
financial statements, certain banks/ financial institutions have filed suitsin Honorable High Court of
Sindh at Karachi for recovery of their liabilities through attachment and sale of Company’s
hypothecated / mortgaged properties. The aggregate suits amount is Rs. 419.065 Million, out of total
suits amount two of the banks having suitsto the extent of Rs.359.439 million have also filed winding
up petition u/s 305 of the Companies Ordinance, 1984. Since the company is in dispute with banks/
financial institutions therefore the estimated financial effect of litigationsis not being disclosed, asit
may have adverseaffect on company’ spositioninthesuits.

The management has disputed the claims and is strongly contesting the cases. The management has
filed counter claimsalleging that the banks claims are highly exaggerated asthey have charged markup
onmarkup and other levieshigher than therate of markup agreed and other chargesin violation of State
Bank of Pakistan rules and all other applicable laws of Pakistan. The management is hopeful that the
decisionwill beinfavor of the company and the baselesssuitsshall berejected by the concerned courts.
Since all the cases are pending before Honorable Courts therefore the ultimate outcome cannot be
established at thisstage.

12.3  As per terms of restructuring (refer to note 7.1 & 7.2) the markup outstanding up to the date of
restructuring is Rs.1.632 billion, which the company would be liable to pay in the event of default of
termsof agreement. The company expectsno default inthe payments.

12.4  Commitments
Commitments in respect of outstanding documentary credits amounting to Rs.178.616 (2013:
Rs.320.625) million.

Note 2014 2013
RUPEES
13 PROPERTY, PLANT AND EQUIPMENTS
Operating fixed assets 13.2 1,827,262,420 1,911,479,209
Capital work in progress - At cost 134 -- 5,454,864

1,827,262,420 1,916,934,073
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13.1 Operating fixed assets

14
COST /REVALUATION DEPRECIATION Written R
PARTICULARS Opening " . Closng Opening On Forthe | Closing Doun |,
Balance Addtors | (Decton) Balance Balance | Digosal |  Year Balance Vlue g
RUPEES
Owned assets
Lease hold land 210500000 - - 210500000 - - 2050000 -
Factory building onleaseholdlend 639,761,318 - - 630761318 274241128 - 36552019 310793147 32898171 10
Non - factory bilding 5912130 - - 5112130 1214347 - 46%868 16840315 42271815 10
Labour quarters 129538529 - 129538529 73408967 - U020 gMLBe 20T B
Plant, machinery and equipments 2533599965 88,835,240 - 2622435205 1399055365 - 18043180 1517098545 1105336660 10
Electricingtallaion 1528006 5502864 - 2782880 14459637 - 196043 1465680 6127200 15
Vehicles 62266146 4300004 (11690000 65477150 52417032 (L03413) 2403704 53786598  116%0582 20
Furniture and fixture 8892700 1268005 - 10160706 6503849 - 8524 68123713 3B 10
Office equipments 15530% 839209 - 12392304 9230566 - 4090 9661556 2730748 15
Sub total 3670508900 100825322 (11690000 3770160222 1841459991 (L034138) 176663719 2017089572 1753070650
L eased assels:
Plant and machinery 128,705,731 - - 128705731 46210431 - 82350 451391 7419170 10
Sub total 128,705,731 - - 128705731 46210431 - 82350  HA5I3%L 74190770
th June 2014 3799209631 100825322 (11690000 30898865953 1867730422 (L03413) 184907249 2071603533 1827262420
2013
COST /REVALUATION DEPRECIATION Written Rt
PARTICULARS Opening Additions Closing Opening For the Closing Down %
Balance Balance Balance Year Balance Value
RUPEES
Owned assets:
Lease hold land 210,500,000 - 210,500,000 210,500,000

Factory building onlessehold land 634262022 5499206 639,761,318 234187888 40053240 274241128 365520190 10
Non - factory building 59,112,130 - 59,112,130 6,924,704 528743 12143447 46968683 10
Labour quarters 129,538,529 - 120538529 54699113 18709854 73408967 56129562 25
Pant, mechinery and equipments 2501500072 32,090893 2533599965 1275910319 123145046 1399055365 1134544600 10

Electric installation 15,280,016 - 15,280,016 14,314,864 VAT 14459637 820379 15
Vehicles 60,237,921 2028225 62,266,146 50,316,327 2100705 52,417,032 9849114 20
Furniture and fixture 8,701,801 190,900 8,892,701 6,252,835 251,014 6,503,849 2388852 10
Office equipments 11,342,375 210,720 11,553,09% 8,649,548 581,018 9,230,566 2322529 15
Sub total 3630483866 40,020,034 3670503900 1,651,255598 190,204,393 1,841459,991 1,829,043909
L eased assets:
Plant and machinery 128,705,731 - 128,705,731 37,110,953 9150478 46270431 82435300 10
Sub total 128,705,731 - 128,705,731 37,110,953 9150478 46270431 82435300
30th June 2013 3759189597 40020034 3799200631 1688366551  199,363871 1.887,730422 1,911,479,209
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2014 2013
RUPEES
13.2 Depreciation charge for the year has been allocated as follows:
Cost of sales 183,335,640 197,897,502
Administrative and general expenses 1,571,609 1,466,369
184,907,249 199,363,871

13.3 Had there been no revaluation the carrying amounts of revalued assets would have been as follows:

Lease hold land 778,000 778,000
Factory building on lease hold land 173,242,373 192,491,526
Non - factory building 19,643,955 21,826,616
Labour quarters 1,408,677 1,878,236
Plant, machinery and equipments 647,718,931 626,080,457

842,791,936 843,054,835

13.4 Capital work in progress- At cost
Electricinstallation :

Opening balance 5,454,864 4,626,978
Additions during the year -- 6,327,182

5,454,864 10,954,160
Transfer during the year (5,454,864) (5,499,296)
Closing balance -- 5,454,864

13,5 Detail of assets disposed of during the year:

Particulars Cos Accumulated Book valle Saleproceeds|  Gain/ Mode of Particulars of Buyer
depreciation | disposal valugf  (loss) Disposal Name | Satus
RUPEES
Motor vehicles:
Shehzore model 2003 580,000 503,181 76,819 630,730 553911  Negotiation ~ Akhter Kiyani Outsider
Shehzore model 2003 589,000 530,957 58,043 600000 541,957  Negotiation ~ Akhter Kiyani Outsider
June 30, 2014 1,169,000 1,034,138 134,862 1,230,730 1,095,868

June 30, 2013

14 INVESTMENTS
In related party (associated company):
Shares in Dewan Salman Fibre Limited (Public, quoted company)
104,288,773 (2013: 104,288,773) Fully paid

ordinary shares of Rs. 10/- each. (28.47% holding) 210,000,000 210,000,000
Unrealized gain due to change in fair value of
investment / accumulated impairment 5,877,760 31,949,958
215,877,760 241,949,958
Less: Transferred to non-current assets held for sale 21 (215,877,760) (241,949,958)
Market value (Rupees per share) 2.07 2.52
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Note 2014 2013
RUPEES
15 LONG TERM DEPOSITS
Security deposits 54,110,685 53,921,685
16 STORESAND SPARES
Stores and spares 50,651,745 37,675,276
Packing material 12,640,595 8,486,348
63,292,340 46,161,624
17 STOCK IN TRADE
Raw materials 17.1 1,130,187,136 969,644,225
Work in process 20,479,861 39,124,783
Finished goods 17.2 233,366,710 272,150,962
Stock in transit 110,247,993 334,254,635

1,494,281,700 1,615,174,605

17.1 Raw materials stocks valuing Rs.112.216 million (2013: Rs.68.122 million) were pledged with the
banksagainst thefinancefacilitiesobtained by the Company.

17.2  Finished goods stocks valuing Rs. 119.737 million (2013: Rs.120.271 million) were pledged with the
banksagainst thefinancefacilitiesobtained by the Company.

18 ADVANCES - Consider ed good

Employees 8,133,232 5,367,656
Suppliers 8,027,227 9,120,953
Against import 210,073 12,170,759
Advance payment against un-restructured loans 5,345,005 6,062,342
Others 7,510,654 10,127,113

29,226,191 42,848,823

19 SHORT TERM DEPOSITSAND CURRENT
ACCOUNT BALANCESWITH STATUTORY AUTHORITIES

Short term deposits and margin 1,757,296 6,846,351
Salestax receivable 17,678,764 33,385,901
19,436,060 40,232,252

20 CASH AND BANK BALANCES

Cash in hand 93,308 326,745
Cash at banks - Current accounts 14,736,101 40,080,488
14,829,409 40,407,233

21 NON CURRENT ASSETSHELD FOR SALE
Investment in Dewan Salman Fibre Limited
104,288,773 Fully paid ordinary shares of Rs. 10/- each 215,877,760 241,949,958
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The aboveinvestment has been classified asheld for sale upon management'sintention to sell the same within
next accounting cycleinthemanner to be deemed appropriate, equitable, fit and beneficial totheinterestsof the
company. Theapproval of shareholdersisbeing obtained in upcoming annual general meeting of the company.
As required by IFRS 5 ‘Non-current Assets Held for Sale and Discontinued Operations’ the investment has
been carried at lower of carrying amount and fair valuelesscost to sell. Thefair value of investmentsasthedate
thefinancial statementswereauthorized for issuebased on quoted priceswasRs.206.492 million.

SALES- Net
Grosssales:
Yarn:

Export

Loca

Conversion charges
Waste - Local

Less:
Sales tax
Sales return

COSTSOF SALES
Raw material
Opening stock
Purchases - Net

Closing stock
Raw material consumed

Manufacturing over heads
Packing material consumed

Stores and spares consumed
Salaries, wages and others benefits
Fuel and power

Rent, rates and taxes

Insurance

Vehicle running and maintenance
Repair and maintenance
Depreciation

Total manufacturing cost

Note

231

13.2

2014 2013
RUPEES

903,328,404 1,857,905,209
2,274,125,095 1,725,564,110
293,690,285 325,718,900
33,984,840 50,511,055
3,505,128,624 3,959,699,274
51,126,451 15,468,838
39,635,538 16,050,404
(90,761,989) (31,519,242)
3,414,366,635 3,028,180,032
969,644,225 1,028,482,817
2,371,683,422 2,373,360,196
3,341,327,647 3,401,852,013
(1,130,187,136) (969,644,225)
2211,140,511 2,432,207,788
67,500,925 64,715,771
76,113,059 75,243,203
372,963,290 361,304,760
397,336,498 394,219,323
2,326,340 4,265,263
8,500,592 8,541,373
7,164,492 6,557,352
3,573,363 3,334,637
183,335,640 197,897,502
1,118,814,199 1,116,079,184
3,329,954,710 3,548,286,972
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Note 2014 2013
RUPEES

Work in process (Opening) 39,124,783 39,164,550
Work in process (Closing) (20,479,861) (39,124,783)
18,644,922 39,767

Cost of goods manufactured 3,348,599,632 3,548,326,739
Finished goods (Opening) 272,150,962 300,295,639
Purchase of yarn -- 26,041,113
272,150,962 326,336,752

Finished goods (Closing) (233,366,710) (272,150,962)
Cost of sales 3,387,383,884 3,602,512,529

23.1 Saaries, wages and other benefits includes amount of Rs.21.125 million (2013: Rs.17.846 million) in
respect of staff retirement benefits.

2014 2013
RUPEES
24 DISTRIBUTION COST AND SELLING EXPENSES

Salaries, allowances and others benefits 241 10,671,264 3,526,166
Commission on local sales 23,921,690 20,331,649
Commission on export sales 18,059,469 41,263,602
Freight and octroi 8,267,703 13,345,820
Export expenses 14,588,466 18,329,537
Ocean freight 8,115,924 26,422,016
Advertisement and publicity 24,480 64,600
Others 250,861 139,706

83,899,857 123,423,096

241 Saaries, allowances and others benefit includes amount of Rs.1.175 million (2013: Rs. 0.385 million)
inrespect of staff retirement benefits.

25 ADMINISTRATIVEAND GENERAL EXPENSES

Salaries, allowances and others benefits 251 16,967,369 14,612,748
Communication 2,448,223 2,241,086
Vehicle expenses 5,914,685 4,625,879
Legal and professional 2,896,818 2,966,423
Auditors' remuneration 25.2 835,000 835,000
Printing and stationery 2,549,833 2,686,120
Fee and subscription 694,490 1,017,948
Entertainment 2,306,457 2,069,710
Traveling and conveyance 3,585,015 3,671,839
Rent rates and taxes 2,951,121 2,906,729
Repair and maintenance 264,565 220,881
Depreciation 13.2 1,571,609 1,466,369
Others 22,687 427,465

43,007,872 39,748,197
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25.1 Sdaries, alowances and others benefit includes amount of Rs.1.805 million (2013: Rs. 1.620 million)
inrespect of staff retirement benefits.

Note 2014 2013
RUPEES
25.2 Auditors remuneration
Audit fee 550,000 550,000
Half yearly review 250,000 250,000
Out of pocket expenses 35,000 35,000
835,000 835,000
26 FINANCE COST

Mark up on long term financing 125,399,490 74,820,763
Mark up on short term borrowings 47,715,879 24,621,794

Interest on workers' profit participation fund 399,552 --
Bank charges 9,158,442 10,257,273
182,673,363 109,699,830

26.1 Company hasnot madethe provision of markup for theyear amounting to Rs.48.249 million (upto June
30, 2013: Rs.210.046 million) in respect of borrowings of certain bankswho have not yet accepted the
restructuring proposal. The Management of the company is quite hopeful that these banks will aso
accept restructuring proposal in near future. Had the provision been made the loss for the year would
have been higher by Rs. 48.249 millionsand accrued markup woul d have been higher and sharehol ders
equity would have beenlower by Rs.258.295 million. Thesaid non provisioningisdeparture fromthe
requirementsof |AS-23'Borrowing Costs".

27 OTHER CHARGES

Donations 27.1 3,797,500 3,979,000
Workers' profit participation fund = 3,138,662
Workers welfare fund = 1,192,692

3,797,500 8,310,354

27.1 Donationinclude asum Rs.3.000 million (2013: Rs.3.000 million) paid to M/s Dewan Farooque Trust
(Related party) wherefollowing directors/ spouseshold following positions:

- Dewan M. Yousuf Farooqui - Chairman Board of Trustees
- Dewan Abdul Bagi Farooqui - Trustee

- Mr. Haroon Igbal - Trustee

- Mr.Azizul Haque- Trustee

- Mr. IshtiagAhmad - Trustee

- Mrs. HinaYousuf (Spouseof Director) - Trustee

28 OTHER INCOME

Net exchange gain 15,232,007 14,066,130
Gain on disposal of fixed assets 1,095,868 --
16,327,875 14,066,130
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29 TAXATION

29.1 Current

Thelncometax assessment of the Company deemed to have been finalized upto and including tax year
2013. In respect of tax year 2010 company has filed an appeal against order U/s 122 (1) against the

demand created amounting to Rs.9.817 million, thedecision of whichispending.

29.2  Relationship between incometax expenseand accounting pr ofit

Accounting (loss) / profit as per profit and loss account (270,067,966) 58,552,156
Applicable tax rate 34% 35%
Tax on accounting profit (91,823,108) 20,493,255
Tax effect of accelerated tax depreciation 26,212,232 21,315,852
Tax effect of export sales subject to tax separately U/s 169 (12,414,519) (120,242,015)
Tax effect on expenses that are not deductible in
determining taxable income charged to profit and loss A/c 1,453,770 251,721
Effect on loss carried forward 76,571,625 78,181,188
Tax payable under normal rules -- --
Minimum tax payable under income tax ordinance 2001 29,402,812 29,506,774
2014 2013
RUPEES
30 (LOSS)/ EARNINGS PER SHARE - Basic and diluted
(Loss) / profit after taxation (274,911,312) 62,854,948

NUMBER OF SHARES

Weighted average number of shares 13,504,609 13,504,609
: . ' RUPEES
(Loss) / earnings per share - Basic and diluted
(20.36) 4.65
Thereis no dilutive effect on (loss) / earnings per share of the company
31 REMUNERATION OF CHIEF EXECUTIVE, DIRECTORSAND EXECUTIVES
2014 2013
Chief Directors Executives  Total Chief Directors Executives  Total
Executive Executive

Managerial remuneration - 360,000 18,863,125 19,223,125 360,000 13,472,981 13,832,981
House rent allowance - 145,000 8,488,406 8,633,406 145,000 6,062,841 6,207,841
Utilities - 35000 1,886,313 1,921,313 - 35000 1,347,298 1,382,298
Conveyance = = 3,663 3,663 - - 3,655 3,655

-- 540,000 29,241,507 29,781,507 540,000 20,886,775 21,426,775
Number of persons -- 1 12 13 -- 1 11 12

In addition to above the certain executives of the company are provided with free use of vehicles.
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32 TRANSACTIONSWITHRELATED PARTIES
Related parties includes associated group companies, directors, executives, key management personnel and
staff retirement funds. The remuneration paid to chief executive, directors, executive and key management
personnel intermsof their employment isdisclosed in note 31 tothefinancial statements.

During the year aggregate transactions made by the company with the associ ated companieswere purchases of
Rs. 20.505 million (2013: Rs.83.675 million) , sales of Rs.149.413 million (2013: Rs.118.391 million),
provident fund contributions of Rs.12.503 million (2013: Rs.9.995 million), shared expenses of Rs.78.270
million (2013: Rs.30.682 million), Donations of Rs. 3.000 million (2013: 3.000 million) and vehicle purchase
of Rs.1.549 million.

2014 2013
33  PROVIDENT FUND RELATED DISCLOSURES RUPEES
The following information is based on latest un-audited financial statements of the Fund:
Size of the fund - Total assets 31,670,323 20,058,299
Cost of Investment 21,158,036 13,699,431
Percentage of investments made 67% 68%
Fair value of investments 21,605,422 14,084,417
33.1 Thebreakup of investmentsisasfollows:
2014 2013 2014 2013
(Per centage) (RUPEES)
Term Deposit Receipts 27% 60% 8,400,000 12,000,000
Bank Balances 40% 8% 12,758,036 1,699,431

33.2 Theinvestments out of provident fund have been made in accordance with the provisions of Section
227 of the Companies Ordinance, 1984 and therulesformulated for thispurpose.

34 NUMBER OF EMPLOYEES
Number of employees at June 30
Regular
Contractual

Average number of employees during the year
Regular
Contractual

35 PLANT CAPACITY AND PRODUCTION

PARTICULARS

Actual production at actual average count Kgs
Actual production converted to 20 count Kgs
Attainable capacity converted to 20 count Kgs
Number of spindlesinstalled

Number of spindles worked

Number of shifts worked during the year
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1,393 1,308

41 40

1,377 1,369

40 41

For year ended, For year ended,
June 30, 2014 June 30, 2013

15,566,921 19,057,026

14,900,574 16,954,602

20,005,638 19,397,749

65,544 65,544

53,558 56,844

831 1,050
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36 FINANCIAL INSTRUMENTSAND RELATED DISCLOSURES
Thecompany isexposed to thefollowing risksfromitsuseof financial instruments:

- Creditrisk
- Liquidity risk
- Market risk

The board of directors has the 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.

36.1 Creditrisk
Credit risk represents the accounting loss that would be recognized at the reporting date if counter
partiesfailed completely to perform as contracted. The company's credit risk isprimary attributableto
itsreceivablesand balanceswith banks.

The carrying amounts of financial assets represent the maximum credit exposure. The maximum
exposureto credit risk at thereporting dateis:

2014 2013
RUPEES
Trade debts 1,231,646,377 1,579,944,210
Investments 215,877,760 241,949,958
Deposits 73,546,745 94,153,937
Advances and other receivables 29,226,191 42,848,823
Bank balances 14,736,101 40,080,488
1,565,033,174 1,998,977,416

The company manages credit risk of receivables through the monitoring of credit exposures and
continuous assessment of credit worthiness of its customers. The company believes that it is not
exposed to any major concentration of credit risk asits customers are credit worthy and when thereis
doubt about the customer's credit worthiness the sales are made through letter of credit and dealing
bankspossesgood credit ratings.

The aging of trade debts at the reporting dates was:

Not past due 394,126,841 473,983,263
Past due 0-30 days 221,696,348 315,988,842
Past due 30-150 days 597,348,493 758,373,221
Past due 150 days 18,474,696 31,598,884

1,231,646,377 1,579,944,210

Based on past experience the management believes that no impairment allowance is necessary in
respect of trade debts past due as over 64 % of trade debts have been recovered subsequent to the
bal ance sheet date and for rest of the trade debts management believesthat the samewill berecovered
in short course of time. The credit quality of the company's receivable can be assessed with their past
performance of no default. Theinvestment isbeing carried at fair value using the quoted market price
of investment, based onwhichthefair valueishigher than the cost of investments. The credit quality of
the company'sbankscan be assessed by their external credit ratings:
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Name of Bank Rating Rating
Agency Short term Longterm

Habib Bank Limited JCR-VIS A-1+ AAA
United Bank Limited JCR-VIS A-1+ AA+
Standard Chartered Bank PACRA Al+ AAA
MCB Bank Limited PACRA  Al+ AAA
Meezan Bank Limited JCR-VIS Al+ AA
Bank Alfalah Limited PACRA  Al+ AA
Bank Islami Pakistan Limited PACRA Al A

36.2 Liquidityrisk
Liquidity risk reflects an enterprise’'s inability in raising funds to meet commitments. The company
follows an effective cash management and planning policy to ensure availability of funds and to take
appropriate measures for new requirements. The following are the contractual maturities of the
financial liabilities, including estimated markups:

Carrying Contractual Six Months ~ Sixto Twelve  Two to eight

2014 Amount Cash Flow or Less Months Years
Financial Liabilities RUPEES

Long term financing 3,273,548,939  4,139,115,275 315,539,073 308,100,509  3,515,475,693
Trade and other payables 411,244,595 411,244,595 411,244,595 - -
Markup accrued 34,367,015 34,367,015 34,367,015

Short term borrowings 816,006,986 863,675,225 863,675,225

4,535,167,535 5/438402,110  1,614,825,908 308,100,509  3,515,475,693

Carrying Contractual Six Months ~ Sixto Twelve  Two to eight

Amount Cash Flow or Less Months Years
2013 RUPEES
Financial Liabilities
Long term financing - Secured 3,691,046,947  4,661,054,211 266,583,571 318,385,563  4,076,085,078
Liabilities against assets subject to finance lease 41,185,703 44,596,962 44,596,962 - -
Trade and other payables 345,066,506 345,066,506 345,066,506
Markup accrued 23,772,596 23,772,596 23,772,596 -
Short term borrowings - Secured 720,727,477 757,905,661 757,905,661 -

4,821,799,229  5,832,395937  1,437,925296 318,385,563  4,076,085,078

All thefinancial liabilities of the company are non derivative financia liabilities. The contractual cash
flowsrelating to the abovefinancial liabilitieshave been determined on the basis of markup rates effect
asat June 30.

36.3 Marketrisk
Market risk isarisk that changes in market prices, such as foreign exchange rates, interest rates and
equity priceswill affect the Company'sincome or the value of financial instruments. The company is
exposedto currency risk andinterest raterisk only.

36.3.1 Currencyrisk
Foreign currency risk arisesmainly where receivabl esand payabl esexistsdueto transactionsin
foreign currencies. Thefinancial instruments of the company exposed mainly includesforeign
receivables, however as of reporting date there were no outstanding liabilities in foreign
currencies.

36.3.2 Interestraterisk
Interest raterisk istherisk that the value of financial instrument will fluctuate dueto changesin
market interest rates. The company's exposure to the risk of changes in interest rates relates
primarily tothefollowing:
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2014 2013
RUPEES
Fixed rate instruments at carrying amounts:
Financia liabilities
Long term financing 3,273,548,939 3,691,046,947
Variable rate instruments at carrying amounts:
Financia liabilities
Lease liahility - 41,185,703
Short term borrowings 816,006,986 720,727,477
816,006,986 761,913,180

Fair valuesensitivity analysisfor fixed rateinstruments:
The company does not account for any fixed ratefinancial assetsat fair value through profit or
loss, thereforeachangeininterest ratesat the reporting datewoul d not affect profit or loss.

Cashflow sensitivity analysisfor variablerateinstruments:
A change of 100 basis points in interest rates at the reporting date would have increased /
decreased | oss/profit for theyear by theamountsshown bel ow:

Effect on loss due to change of 100 BPs
Increase / decrease 4,954,883 2,641,823

The effective interest / mark up rates for the monetary financial assets and liabilities are
mentioned inrespective notesto thefinancial statements.

36.4 Fair valueof financial instruments

36.5

Fair value is the amount for which an asset could be exchanged, or a liability settled, between
knowledgeable willing parties in an arms length transaction. The carrying values of financial
instrumentsreflected inthesefinancial statementsapproximatetheir fair values.

Capital risk management

The company's prime objective when managing capita is to safe guard the company's ability to
continue as a going concern in order to provide returns for shareholders and benefits to other
stakeholdersandto maintainan optimal capital structureto reducethecost of capital.

CORRESPONDING FIGURES

The corresponding figures have been rearranged and reclassified for the purpose of comparison and better
presentation, However there has been no Significant recl assifications except for the retrospective restatements
dueto changeinaccounting policy asdisclosedinnote3.2.1.

DATEOFAUTHORIZATIONTOISSUE
Thesefinancial statements were authorized for issue on September 26, 2014 by the Board of Directors of the

Company.

GENERAL

Thesefinancial statementsare presentedin rupeesand figureshave been rounded off to the nearest rupee.

e K

Dewan Abdul Bagi Farooqui Haroon Igbal
Chief Executive Director
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PATTERN OF SHAREHOLDING

THE CODE OF CORPORATE GOVERNANCE

ASON 30TH JUNE 2014

Srl # Categories of Shareholders SE:rn;:fIrdZ:S Numbe;']etl)(ijhareﬁ SharO/eloﬁg;‘ding
1. Associated Companies 1 1,306,887 9.68%
2. NIT and ICP - - 0.00%
3. Directors, CEO, their Spouses & Minor Children 9 5,924,597 43.87%
4. Executives - - 0.00%
5. Public Sector Companies & Cor porations 4 5,938 0.04%
6.

Banks, Development Finance Institutions, Non-Banking Finance - - 0.00%
Companies, | nsurance Companies, Modarbas & Mutual Funds
7. Individuals 314 6,267,187 46.41%
TOTAL 328 13,504,609 100.00%
DETAILS OF CATAGORIES OF SHAREHOL DERS
Sl # Names Number of Number of Shares % of )
Shareholders held Shareholding
1. Associated Companies
1.1 Dewan Motors (Pvt.) Limited 1 1,306,887 9.68%|
2. NITandICP
- - 0.00%)|
3. Directors, CEOQO, their Spouses& Minor Children
Directorsand CEO
3.1 Dewan Muhammad Yousuf Farooqui 1 3,110,518 23.03%
3.2 Dewan Abdul Bagi Farooqui 1 834,380 6.18%
3.3 Dewan Abdul Rehman Farooqui 1 1,669,053 12.36%
3.4 Mr.Aziz ul Haque 1 1,000 12.36%
3.5 Mr.Haroon Igbal 1 500 0.00%
3.6 Mr. Ghazanfar Babar Siddiqi 1 500 0.00%
3.7 Mr. Ishtiag Ahmed 1 500 0.00%
7 5,616,451 53.94%
Spouses of Directorsand CEO
3.8 Mrs. Heena Yousuf 1 259,040 1.92%
3.9 Mrs. Samina Rehman 1 49,106 0.36%
2 308,146 2.28%

Minor Children of Directors and CEO

SHAREHOLDERSHOLDING 5% OR MORE OF THE VOTING SHARES/ INTERESTSIN THE COMPANY

Sl # Names Number of Number of Shares % of _
Shareholders held Shareholding
1 Dewan Muhammad Yousuf Farooqui 1 3,110,518 23.03%
2 Dewan Abdul Rehman Farooqui 1 1,669,053 12.36%
3 Dewan Motors (Pvt.) Limited 1 1,306,887 9.68%
4  Dewan Abdul Mannan Mutaqi 2 1,110,000 8.22%
5 Dewan Zia-ur-Rehman Farooqui 3 990,968 7.34%
6  Dewan Muhammad Hamza Farooqui 1 960,174 7.11%
7 Dewan Abdullah Ahmed Swalleh 1 845,334 6.26%
8  Dewan Asim Mushfiq Farooqui 1 834,465 6.18%
9  Dewan Abdul Bagi Farooqui 1 834,380 6.18%

DETAILSOF TRADING IN THE SHARES OF THE COMPANY BY DIRECTORS, CEO, CFO, COMPANY
SECRETARY, THEIR SPOUSESAND MINOR CHILDREN

During the year under review, none of the CEO, CFO, Directors, Company Secretary, their spouses and minor children have

traded in the shares of the Company.
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FORM 34
THE COMPANIES ORDINANCE, 1984
(Section 236(1) and 464)
PATTERN OF SHAREHOLDING
1. Incorporation Number | 0003113 |
2.  Name of the Company | DEWAN TEXTILEMILLSLIMITED

3. Pattern of holding of the shares held by the

Shareholders as at 3|of|o]|6] |2]0]|1]|4

G| ghumber of Shareholdings Total Shares held
137 1 - 100 Shares 2,403
54 101 - 500 Shares 18,805
34 501 - 1,000 Shares 29,749
58 1,001 - 5,000 Shares 153,094
13 5,001 - 10,000 Shares 94,878
5 10,001 - 15,000 Shares 61,094
2 15,001 - 25,000 Shares 45,006
3 25,001 - 35,000 Shares 85,816
2 35,001 - 50,000 Shares 87,106
3 50,001 - 65,000 Shares 174,503
1 65,001 - 75,000 Shares 67,621
1 75,001 - 85,000 Shares 78,503
2 85,001 - 100,000 Shares 192,500
2 100,001 - 260,000 Shares 518,080
2 260,001 - 405,000 Shares 802,293
1 405,001 - 525,000 Shares 522,347
2 525,001 - 835,000 Shares 1,668,845
1 835,001 - 850,000 Shares 845,334
1 850,001 - 965,000 Shares 960,174
1 965,001 - 1,010,000 Shares 1,010,000
1 1,010,001 - 1,350,000 Shares 1,306,887
1 1,350,001 - 1,670,000 Shares 1,669,053
1 1,670,001 - 3,115,000 Shares 3,110,518
| 328 | TOTAL | 13,504,609 |
5 | Categories of Shareholders Shares held | Percentage |
5.1 Directors, Chief Executive Officer, their spouses and 5,924,597 43.87%
minor children
5.2 A@ci ated Companies, undertakings and related 1,306,887 9.68%
parties
53 NITandICP - 0.00%
Banks, Development Financial Institutions, Non-
54 Banking Finance Companies ) 0.00%
5.5 Insurance Companies - 0.00%
5.6 Modarabas and Mutual Funds - 0.00%
5.7 Shareholders holding 5% 11,661,779 86.35%
5.8 General Public 0.00%
a. Local 6,267,169 46.41%
b. Foreign 18 0.00%
59 Others (Joint Stock Companies, Brokrage Houses, 5,038 0.04%

Employees Funds & Trustees)
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DEWAN TEXTILE MILLS LIMITED
45th ANNUAL GENERAL MEETING

FORM OF PROXY

This form of Proxy duly completed must be deposited at our Shares Registrar
Transfer Agent BMF Consultants Pakistan (Private) Ltd. Anum Estate Building,
Room No. 310 & 311, 3rd Floor, 49, Darul Aman Society, Main Shahrah-e-Faisal,
Adjacent Baloch Colony Bridge, Karachi-75350, Pakistan. Not | ater than 48 hoursbefore
thetimeof holding the meeting A Proxy should al so beamember of the Company.

I/we

of being a member (s) of

DEWAN TEXTILE MILLS LIMITED and holder of

Ordinary Shares as per Registered Folio No./CDC Participant's ID and Account No.

hereby appoint

of

or failing him

of

who is also member of DEWAN TEXTILE MILLS LIMITED vide Registered Folio

No./CDC Participant's ID and Account No. as my/our proxy to vote for me/us and

on my/our behalf at the 45th Annual General Meeting of the Company to be held on Thursday, October 30,
2014, at 10:30a.m. And any adjournment thereof.

Signed this day of 2014.

Affix

Revenue
Stamp
Rs. 5/-
Signature
Witness: Witness:
SIGNATURE SIGNATURE

Name : Name :

Address : Address :
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