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DIRECTORS’ REPORT TO THE MEMBERS

The Board of Directors of the Company are pleased to present the un-audited financial results of the
Company reviewed by statutory auditors of the Company for the half year ended on 31 December 2019.

Financial Results:

The financial results of the Company for the half year ended 31 December 2019 are as follow:

Half Year Ended
31 December 31 December

2019 2018

(Rupees in Thousand)
REVENUE 311,573 -
COST OF SALES (273,154) =
GROSS PROFIT 38,419 -
ADMINISTRATIVE EXPENSES (7,821) (967)
OTHER EXPENSES (940) (13,043)
OTHER INCOME - 18,000
FINANCE COST (16,977) (4,490)
PROFIT / (LOSS) BEFORE TAXATION 12,681 (500)
TAXATION (1,816) 1,896
PROFIT AFTER TAXATION 10,865 1,396
EARNINGS PER SHARE -
BASIC AND DILUTED (RUPEES) 0.82 0.11

Since the resumption of operational activities from August 01, 2019 the management of the Company has
put extra efforts for turing the company operations to profitable and has earned profit after taxation of
Rupees 10.865 million as compared to previous half year's profit after taxation of Rupees 1.396 million.
The basic earnings per share changed from changed from Rs. 0.11 to Rs. 0.82 per share.

Industry Overview:

Spinning industry is the strong pillar of textile industry in the country and plays vital role for development
of the economy of the country. Currently, it is very difficult time for spinning industry due to decline in
cotton crop, high cost of production, high energy tariff, and disproportionate selling prices of local yarn,
uncertain economic policies and business conditions, high interest rates, hike in inflation and absence of
subsidies to spinning industry which are available to other value added textile sectors. Due to these
reasons, most of the spinning units are facing heavy losses from past many years.

Future Prospects:

The company resumed its commercial production / spinning business operations from 01 August 2019, the
management of the Company has taken significant steps to make it a profitable venture like, redefining the
organizational structure; arrangement of working capital;, negotiations made with customers; agreements
made with vendors; IT infrastructure put in place; compliances with legal, corporate and other requisite
matters.
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The directors of the Company are fully aware of the affairs of the company and are making their strenuous
efforts to improve overall performance of the company, cost controls and internal expenses to a minimum
level to earn more profits.

Composition of the Board:

The total number of directors are seven as per the following:

a. Male: 07
b. Female: 00

The directors expect that the board of directors shall have female director in near future.
The composition of board is as follows:

a) Independent Director: 03

b) Other Non-executive Directors: 03

c) Executive Director: 01

Committees of the Board:

Audit Committee:

Sr. # Name of Directors

i Mr. Zeeshan Saeed Chairman/Member
2- Mr. Muhammad Amman Adil Member

3- Mr. Muhammad Shahbaz Ali Member

Human Resource & Remuneration (HR&R) Committee:

Sr. # Name of Directors

1- Mr. Muhammad Shahbaz Ali Chairman/ Member

2- Mr. Muhammad Igbal Member

3- Mr. Faseeh Uzaman Member
Acknowledgment

Board of the company is committed to keep employees of the Company motivated and appreciate their
hard work and commitment. We would also like to express our gratitude to the valued shareholders and
lenders for extending their co-operation.

FOR AND ON BEHALF OF THE BOARD OF DIRECTORS
%y
|
s

Faisalabad: Chief Executive Officer
February 28, 2020
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INDEPENDENT AUDITOR'S REVIEW REPORT

To the members of Khurshid Spinning Mills Limited
Report on review of Condensed Interim Financial Statements

Introduction

We have reviewed the accompanying condensed interim statement of financial position of
KHURSHID SPINNING MILLS LIMITED as at 31 December 2019 and the related condensed interim
statement of profit or loss, condensed interim statement of comprehensive income, condensed
interim statement of changes in equity, and condensed interim statement of cash flows, and notes
to condensed interim financial statements for the half year then ended (here-in-after referred to as
“condensed interim financial statements”). Management is responsible for the preparation and
presentation of these condensed interim financial statements in accordance with accounting and
reporting standards as applicable in Pakistan for interim financial reporting. Our responsibility is to
express a conclusion on these condensed interim financial statements based on our review. The
figures of the condensed interim statement of profit or loss and condensed interim statement of
comprehensive income for the quarters ended 31 December 2019 and 31 December 2018 have not
been reviewed and we do not express a conclusion on them as we are required to review only the
cumulative figures for the half year ended 31 December 2019.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410,
“Review of Interim Financial Information Performed by the Independent Auditor of the Entity”. A
review of condensed interim financial statements consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review
procedures, A review is substantially less in scope than an audit conducted in accordance with
International Standards on Auditing and consequently does not enable us to obtain assurance that
we would become aware of all significant matters that might be identified in an audit. Accordingly,
we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying condensed interim financial statements are not prepared, in all material respects, in
accordance with the accounting and reporting standards as applicable in Pakistan for interim
financial reporting.

The engagement partner on the review resulting in this independent auditor's review report is
Liagat Ali Panwar.

A'& b L &,

RIAZ AHMAD & COMPANY
Chartered Accountants
Faisalabad

Date: February 28, 2020



4 4321440 TYIDONVNIL 43IHD d01234Id 4321440 JAILND3X3 43IHD

o i e

2 x@zaﬁw L 2
= \ % v

N

= ..

e 1
w "SJURIUT]E]S [FDUBULY WSIW PRsUBpuoD 353l Jo Jed |eibagu ue W0y Saj0u paX3UUR 34|
S : : |
T 9EZ'SLE £8.'19% S13SSY TYLOL 9E7 SLE £8:'19¢% SILLITIAVITANY ALIND3 ._E,Em

14 SLNIWLIWNWOD ANV mHuzmqu.zou_

690'6ES 15/'p19 SALLITIEVIT TVLOL

206'F1 £90'211 68Tk 10605 7

5£2'T 86701 53jugeq jueq pue ysep [543 268'TT uonexe) Joj _._Qm_}nzn.m

09Z"9¢ 09z'9E £ Buouewy wusy fuoy jo uopod Juauny

1081 - AQRIBA00D) KB} SIES cee'or = sBuMmoLIog W8] Hoys uo dn-yiew _ue....n.u_n.~m

LTV'ELE 086'S5€E sfuMoLIng Wua) Wous

- £02'E szwihedalg 0ss 692'007 syqeded Jsyjo pue %m:,m

ZER'TT vEZ'9T SAOUBADE pue sued] SALLITIEVIT ANIHHND

0BZ'TTT 058'601 EL

- E15'05 Sigep spelL BEL SbL'LT Aynieib Juawaina yers

692'55 ZIP'ZS Ayqey xey sLwoou pauasag

- S08'SZ §00) 500 pue sped aseds ‘saI0g Z/T'SS £69'6E £ Bupuewy wia) buoy

S13SSY LNIHHND SALLITIEYI T LNIHHND-NON

SALLINTEVI

(ge8'ear)  (896°ZsT) Aainba |ej0y

(T+9'65¢) (08L7THE) $S0| PAjemunddy|

=] GZLI0ST 6L ERT XE} SLU00U pauajap jo 38U - EmEn__._._cm_”
m pue yed ‘Auadosd jo uogeriesal uo sniding
m GEE'ET SEE'ET sueq) si2poyueys jo uogod Aunbg
g | SaAIASDL _H__._mu_

v 8k TET 84 TET ysea u pred Anj ypea o1 saadmy Jo
— saueys Areupso (DDR bLT ET '610Z 3Unf 0E) 008 #4T mﬁ_
= 1exdes aseys dn pied pue paguasqns ‘panssy)

|

Mu 8ZE'09€ 0zL'6bE 000'04T 000'0LT yaea o1 ssadny Jo saseys
= T T sysodap wuay buo] Adeupio (000 000 £T '6L0Z 3UNC OE) 000 D00 2_
m: G655 BSE £BE'CHE [ juawdnba pue jued ‘Auadoid |enided aseys _unu_._n.:.i_
w S135SV AINIHUNI-NON SIAYISIH ANV TVLIAYD FHVH m_
-] S13asSsY SIALLIIAVIT ANV ALINDA
= (GNVSNOHL NI S33dNY) (aNVSNOHL NI S33dNY)

m 6T0Z 6T0T 6T0T 6T0Z "

=1 aung og Jaquiadag TE aunfg og laquadag TE
m aiLianv diliany-Nn 310N a3iirany aaliany-Nn 310N

6T0Z ¥38W3230 TE LV SY NOLLISOd TWIDNVYNIJ 40 LNIWILVLS WIYILNI G3SNIANOD



Khurshid Spinning Mills Limited

Half Yearly Report

CONDENSED INTERIM STATEMENT OF PROFIT OR LOSS (Un-audited)
FOR THE HALF YEAR ENDED 31 DECEMBER 2019

NOTE Half Year Ended Quarter Ended
31 December | 31 December 31 December | 31 December
2019 2018 2019 2018
===mmmmmmmmmmmmnncaaaa===(RUPEES IN THOUSAND)------=========ncceauaau
REVENUE 311,573 - 192,607 -
COST OF SALES (273,154) g (181,857) -
GROSS PROFIT 38,419 - 10,750 -
ADMINISTRATIVE EXPENSES (7,821) (967) (4,232) (701)
OTHER EXPENSES (940) (13,043) (940) (6,521)
OTHER. INCOME - 18,000 - 9,000
FINANCE COST (16,977) (4,490) (1,367) (2,201)
PROFIT / (LOSS) BEFORE TAXATION 12,681 (500) 4,211 (423)
TAXATION (1,816) 1,89 (1,465) 948
PROFIT AFTER TAXATION 10,865 1,396 2,746 525
EARNINGS PER SHARE - BASIC
AND DILUTED (RUPEES) 0.82 0.11 0.21 0.04

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

4@

CHIEF EXECUTIVE OFFICER

DIRECTOR

2 ; /
;} g,ﬁL 4,»’4_4-{;/

CHIEF FINANCIAL OFFICER
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CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (Un-audited)
FOR THE HALF YEAR ENDED 31 DECEMBER 2019

| Half Year Ended | Quarter Ended

| 31 December |31 December| | 31 December |31 December
| 2019 2018 1 2019 2018

PROFIT AFTER TAXATION 10,865 1,396 2,746 525

OTHER COMPREHENSIVE INCOME

Items that will not be reclassified subsequently to profit or loss:

Surplus on revaluation of plant and eguipment - B, BEB - 8,868
Related deferred income tax liability = (2,572} = (2,572}
> 6,296 . 6,296

Items that may be reclassified subsequently to profit or loss - - - -

Other comprehensive income for the period - net of tax - 6,296 - 6,296

TOTAL COMPREHENSIVE INCOME FOR THE PERIOD 10,865 7,692 2,746 6,821

The annexed notes form an integral part of these condensed interim finandal statements.

1% ) /
&f /’} (%ﬁL 4.(4_U({/’.‘/

CHIEF EXECUTIVE OFFICER DIRECTOR CHIEF FINANCIAL OFFICER
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Khurshid Spinning Mills Limited

CASH FLOWS FROM OPERATING ACTIVITIES

Profit / (loss) before taxation

Adjustments for non-cash charges and other items:

Depreciation
Provision for staff retirement gratuity
Finance cost

Working capital changes

(Increase) / decrease in current assets:
Stores, spare parts and loose tools
Trade debts

Loans and advances

Prepayments

Sales tax recoverable

Increase / (decrease) in trade and other payables

Cash generated from operations

Finance cost paid
Staff retirement gratuity paid
Income tax paid

Net cash generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditure on property, plant and equipment
Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Repayment of long term financing
Repayment of short term borrowings

Net cash used in financing activities

NET INCREASE / (DECREASE) IN CASH
AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT THE BEGINNING

OF THE PERIOD

CASH AND CASH EQUIVALENTS AT THE END
OF THE PERIOD

Half Yearly Report

CONDENSED INTERIM STATEMENT OF CASH FLOWS (Un-audited)
FOR THE HALF YEAR ENDED 31 DECEMBER 2019

Half year ended

31 December
2019

31 December
2018

(RUPEES IN THOUSAND)

12,681 (500)
16,212 13,107
4,825 18
16,977 4,490
50,695 17,115
(25,805) -
(50,513) -
(1,332) (11)
(3,203) =
1,801 E
(79,052) (11)
113,640 (3,473)
85,283 13,631
(27,310) (284)
(1,240) -
(3,120) -
53,613 13,347
(5,604}‘ | 3 ‘
(5,604) -
(15,579) (13,416)
(17,447) =
(33,026) (13,416)
14,983 (69)
1,275 216
16,258 147

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

4.
)Y
4
CHIEF EXECUTIVE OFFICER

11

¥

DIRECTOR

(/

Q pf{qd.'fqu

K

CHIEF FINANCIAL OFFICER
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SELECTED NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)
FOR THE HALF YEAR ENDED 31 DECEMBER 2019

1. THE COMPANY AND ITS OPERATIONS

1.1 Khurshid Spinning Mills Limited is a public limited company incorporated in Pakistan under the repealed Companies Ordinance,
1984 (Now Companies Act, 2017) and listed on Pakistan Stock Exchange Limited. Its registered office is situated at 133-134,
Regency the Mall, Faisalabad. The Company manufactures and deals in all types of yarn. The manufacturing fadlity of the
Company is situated at 35 Kilometer, Main Sheikhupura Road, Mouza Johal, Tehsil Jaranwala, District Faisalabad.

The Company has recommenced its commercial operations from 01 August 2019. The Company has entered into yarn processing
arrangements due to which revenue and profitability of the Company has been increased significantly and accumulated losses has
been started to decrease. In future, these factors will allow the Company to improve and enhance its production facilities.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
2.1 Basis of preparation
a) Statement of compliance
i) These condensed interim finandial statements have been prepared in accordance with the accounting and reporting standards as

applicable in Pakistan for interim financial reporting. The accounting and reporting standards as applicable in Pakistan for interim
financial reporting comprise of:

- International Accounting Standard (IAS) 34 'Interim Finandal Reporting’, issued by the International Accounting Standards Board
(IASB) as notified under the Companies Act, 2017; and

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

Where the provisions of and directives issued under the Companies Act, 2017 differ with the reguirements of IAS 34, the
pravisions of and directives issued under the Companies Ad, 2017 have been followed.

ii) These condensed interim financial statements do not include all the information and disclosure required in annual financial
statements and should be read in conjunction with the annual audited financial statements for the year ended 30 June 2019. These
condensed interim financial statements are un-audited, however, have been subjected to limited scope review by the auditors and
are being submitted to the shareholders as required by the Listed Companies (Code of Corporate Governance) Regulations, 2019
and section 237 of the Companies Act, 2017.

b) Accounting policies and computation method

The accounting policies and methods of computation adopted for the preparation of these condensed interim financial statements
are the same as applied in the preparation of the preceding audited annual published financial statements for the year ended 30
June 2019 except for as given in Mote 2.3. The Company has adopted International Financial Reporting Standard (IFRS) 16 from
01 July 2019. The new standard eliminates the classification of leases as either operating leases or finance leases and instead
introduces a single lessee accounting model. IFRS 16 is not applicable on short-term leases and leases of low-value assets. The
Company has only short-term operating leases, hence, the adoption of IFRS 16 does not have any impact on the amounts
recognized in prior periods and is not expected to significantly affect the current or future periods.

2.2 Critical accounting estimates, judgments and financial risk management

The preparation of these condensad interim finandal statements in conformity with the approved accounting standards requires the
use of certain critical accounting estimates. It also requires the management to exercise its judgment in the process of applying the
Company's accounting policies. Estimates and judgments are continually evaluated and are based on historical experience and
other factors, including expectations of future events that are believed to be reasonable under the drcumstances.

During preparation of these condensed interim financial statements, the significant judgments made by the management in
applying the Company’s accounting policies and the key sources of estimation and uncertainty were the same as those that applied
in the preceding audited annual published financial statements of the Company for the year ended 30 June 2019 except as
disclosed in Note 2.2.1.

The Company's financial risk management objectives and policies are consistent with those disclosed in the preceding annual
audited published financial statements of the Company for the year ended 30 June 2019.

2.2.1 Change in accounting estimate
Depreciation on property, plant and equipment

Previously, depreciation on property, plant and equipment was being charged from the month the asset became available for use
and on disposal, upto the month preceding the month of disposal. Now the Company has decided to charge the depreciation from
the day when the asset becomes available for use and upto the day preceding the day of disposal.

This change in accounting estimate has been accounted for prospectively in accordance with IAS 8 'Accounting Policies, Changes in
Accounting Estimates and Errors'.

Had there been no change in this accounting estimate, the figures recognized in these condensed interim financial statements
would have been different as follows:

RUPEES IN

THOUSAND
Property, plant and equipment would have been lower by 6
Profit after taxation would have been lower by 6

There is no significant impact of this change in accounting estimate on earnings per share of the Company.

12
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2.3 Stores, spare parts and loose tools

Stores, spare parts and loose tools are stated at lower of cost and net realizable value. Net realizable value
signifies the estimated selling price in the ordinary course of business less the estimated costs of completion
and the estimated costs necessary to make a sale. Usable stores, spare parts and loose tools are valued
principally at moving average cost, while items considered obsolete are carried at nil value, In transit stores,
spare parts and loose tools are valued at cost comprising invoice value plus other charges paid thereon.

Un-Audited Audited
31 December 30 June

2019 2019
(RUPEES IN THOUSAND)
3. LONG TERM FINANCING
Secured
The Bank of Punjab
Demand finance-II 75,953 91,532
Less: Current portion shown under current liabilities (36,260) (36,260)
39,693 55,272

4. CONTINGENCIES AND COMMITMENTS

a)  Contingencies

i) The Company has challenged, before Lahore High Court, Lahore, dated 27 August 2019, the income tax
charged on electridty bills amounting to Rs. 0.937 million (30 June 2019: Rupees Nil). However this figure has
not been recognised in the books of account as the Company is confident on positive outcome of the appeal,
on the advice of legal counsel,

ii) Guarantees of Rupees 20 million (30 June 2019: Rupees Nil) are given by the Bank to Sui Northern Gas
Pipelines Limited against gas connections.

b) Commitments

There was no commitment as at 31 December 2019 (30 June 2019: Rupees Nil).

5. PROPERTY, PLANT AND EQUIPMENT

Operating fixed assets (Note 5.1) 337,669 352,827
Capital work-in-progress 6,318 1,768
343,967 354,595

5.1 Operating fixed assets :

Opening book value 352,827 261,812

Add:

Transferred from investment properties during the period / year - 110,124

Effect of surplus on revaluation - 8,868

Cost of additions during the period / year (Note 5.1.1) 1,054 -
353,881 380,804

Less: Depredation charged during the period / year (16,212) (27,977)
337,669 352,827

5.1.1 Cost of additions during the period [ year

Buildings on freehold land 1,003 -
Office equipment L | -
1,054 =

13
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6. TRANSACTIONS WITH RELATED PARTIES

The related parties comprise of associate and other related parties. The Company in the normal course of
business carries out transactions with related parties. Detail of transactions with related parties is as follows:

(Un-audited)
Half year ended Quarter ended
31 December | 31 December | 31 December | 31 December
2019 2018 2019 2018

-====mm===mmmmeeme------(RUPEES IN THOUSAND)------------==------
i) Transactions
Associate
Finance cost 14,137 = 2 &
Purchase of goods and services 33,384 - 4,500 -
Repayment of borrowings 17 447 - 16,414 -
Transfer of staff retirement gratuity 12,903 > = 5

Other related parties
Remuneration paid to Chief Executive
Officer, directors and executives 2,713 - 1,682 -

Un-audited Audited
31 December 30 June

2019 2019
(RUPEES IN THOUSAND)
ii) Period end balances
Associate
Trade and other payables 8,164 =
Short term borrowings 355,980 373,427
Accrued mark-up = 10,233

2. DATE OF AUTHORIZATION FOR ISSUE

These condensed interim financial statements were approved by the Board of Directors and authorized for
issue on February 28, 2020.

8. CORRESPONDING FIGURES

In order to comply with the requirements of IAS 34, the condensed interim statement of financial position and
condensed interim statement of changes in equity have been compared with the balances of annual audited
financial statements of preceding financial year, whereas, the condensed interim statement of profit or loss,
condensed interim statement of comprehensive income and condensed interim statement of cash flows have
been compared with the balances of comparable period of immediately preceding financial year.

Corresponding figures have been re-arranged, wherever necessary, for the purpose of comparison, however,
no significant re-arrangements have been made.

9, GENERAL

Figures have been rounded off to the nearest thousand of Rupees unless otherwise stated.

R
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CHIEF EXECUTIVE OFFICER DIRECTOR CHIEF FINANCIAL OFFICER
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