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Gulistan Spinning Mills Limited

CORPORATE VISION / MISSION STATEMENT

Vision:

” ‘ ‘ Wi aim 1o re-buill the Company.

Mission:

m ‘ I'o become again a quality manufacturer of textile products.



NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that Annual General Meeting of Gulistan Spinning Mills
Limited (the "Company”) will be held at 2™ Floor Finlay House, 1.1, Chundrigar
Road, Karachi on Saturday 28" October, 2023 at 09:30 a.m, to transact the
following business:

To confirm the minutes of the last Annual General Meeting of the Company.

2. To receive. consider and adopt the audited financial statements of the
Company for the financial year ended on June 30, 2023 together with
Directors’ and Auditors’ Reports thereon.

3. To appoint auditors of the company for the next financial year 2023-2024 and
fix their remuneration. The retiring Auditors M/s Malik Haroon Shahid Safder
and Co, Chartered Accountants, being eligible, have offered themselves for
reappointment as Auditors of the company.

4. To transact any other business with the permission of the Chairman.

By
Lahore:

October (17, 2023

NOTES:

L

(3]

The share transfer books of the company will remain ¢closed and no transfer of
shares will be accepted for registration from 21 October, 2023 to 28"
October, 2023 (both days inclusive).

A member entitled to attend and vote at the general meeting may appoint any
other member as proxy in writing to attend the meeting and vote on his/her
behalf. Duly completed form(s) of proxy must be deposited with the Company
at the Registered Office of the Company not later than 48 hours before the
time fixed for the meeting.

. CDC Account Holders are requested to bring with them their CNIC along with

participant [.D) &their account number at the time of meeting in order to
facilitate identification. In case of corporate entity, a centified BOD resolution/
valid power of attorney with specimen signature of the nominee be produced
at the time of meeting.

Members are requested to notify immediately changes of their addresses (if
any) to our Shares Registrar M/s Hameed Majeed Associates (Pvt) Limited,
Karachi C‘hamber, Hasrat Mohani Road, Karachi.
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GULISTAN SPINNING MILLS LIMITED

CHAIRMAN REVIEW

It is my privilege to be serving as a chairman of Board of Directors of M/S Gulistan
Spinning Mills Limited (the “Company™). I would like to thank our esteemed shareholders
for entrusting me for guiding directions of the company.

The Company is very hopeful that with restructuring and settlement of amounts, the
pending issues with financial institutions will be resolved. the financial health of the
Company will be improved which will enable the Company to focus on new profitable
avenues, The scheme of arrangement with creditors has been signed and submitted in Sindh
High court Karachi. The shareholders have already approved the Scheme in the meeting
dated 15.07.2019 held by the chairman appointed by the court pursuant to the order dated
21.06.2019. The creditors of the company have also approved the Scheme by requisite
majority in their meeting held on 30.03.2022. The Scheme shall becone binding and
operative subject to the sanction of the Scheme by the Court. All pending litigations with
banks will be withdrawn as per the Scheme of Arrangement.

ACKNOWLEDGEMENTS

The performance of our Board and the services render by the management and staff of the
Company is appreciated.

(-
Muhamrhad ARhtar Mirza

Lahore :- Q¢t1-06-2023
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2™ Floor Finlay House L. Chundrigar Road ,
Karachi (Pakistan)

Gulistan Spinning Mills Limited
@
S

Director’s/Chairman Report to Shareholders

The Directors of your Company are pleased to place their report together with the Auditor’s Report
and audited Financial Statements of the Company for the year ended June 30, 2023 at the Annual
General Meeting of Company.

Overview

The litigation with financial institutions forced the Company to initiate restructuring of its debt
obligations subject to reconciliation to discharge its commitments to its lenders. The Company has
initiated the debt restructuring process with the help of the key lending financial institutions. In this
regard a Scheme of Arrangement under section 279 to 283 & 285 of the Companies Act 2017
(Scheme of Arrangement) has been signed by majority of the secured creditors and is pending
adjudication before the Sindh High Court at Karachi (the "Court”™), The shareholders and creditors of
the company have already passed resolution by requisite majority in favor of the scheme. in the
meeting chaired by the chair person appointed by the court. Afier sanction of the Scheme by the Court
the litigation will be withdrawn by the creditors in terms of the Scheme.

Operating & Financial Performance

Operating indicators 2023 2022

{Rupces) (Rupees)

Sales - -

Cost of goods sold

Financial cost (1206) (3852)

Pre tax Loss (30,619,033} (2,761,946)

Provision for taxation -

Loss after taxation {30,619,033) (2,761,946)

Future Outlook

The restructuring process is expected to be completed soon, once the Scheme of Arrangement is
sanctioned by the Court and is implemented, the Company will be in a better position to structure
the way forward.

Auditors’ Observations

# Stock in trade is not verifiable because various go-downs have been sealed as per the cownt order(s).
Therefore, the go-down will be de-sealed with the permission of the concemed court(s),

# The auditor shows their reservation only that they have not received the confirmation directly from the
Banks 1o them due to pending litigation with banks per their normal audit procedure. However, it is
relevant to mention here that in annexed financial statement, the amoeunt of loan has been taken from



Gulistan Spinning Mills Limited

2* Floor Finlay House LL Chundrigar Road ,
| l | 1 Karachi (Pakistan)

the Scheme of Arrangement which was confirmed by the secured creditors and was submitted before
the Court.

» Trade and others payable include Electric duty and Sindh Infrastructure Development Cess &s reported
in Note No.17 & 17.1 wherein litigation is pending adjudication before Court of competent jurisdiction,
No.l7

Corporate Governance

The Company has been complying with the rules & regulations of Securities and Exchange
Commission of Pakistan and has implemented better internal control policies with maore rigorous
checks and balances.

Board meetings and attendance

Four (4) meetings of the Board of Directors were held and attendance thercof by cach director is as
follows:

Name of Director No of meeting attended
Mr. Sohail Magsood il
Mr. Abid Sattar 4
Mr. Muhammad Akhtar Mirza

fad

Mr Muhammad Ashral Khan 4
Mr,Muhammad Junaid 4
Mrs.Zarga Asif 2
Mr.Muhammad Anf 4

Leaves of absence were granted to the members who could not sttend the meetings,

Aundit Committees

The Board of Directors of the Company in compliance with the Code of Corporate Governance has
established an Audit Committee. Four (4) meetings of the Audit Committee were held and attendance
thereof by each member is as follows:

Name of Members No of meeting attended
Mr.Muhammad,Junaid 4
Mr.Abid Sartar 4
Mr. M.Akhtar Mirza +

HR & Remuneration Committee

The Board of Directors of the Company in compliance with the Code of Corporate Governance has
also established HR & Remuneration Committee. The names of its members are given in the Company
information.

Internal Audit Function



2* Floor Finlay House L1 Chundrigar Road ,
Karachi (Pakistan)

Gulistan Spinning Mills Limited
G
S

The Board has implemented a sound and effective internal control system including operational,
financial and compliance controls 1o carry on the business of the Company in a controlled
environment in an eflicient manner to address the Company's basic objectives.

Internal audit {indings are reviewed by the Audit Committee, where necessary, action taken on the
basis of recommendations contained in the internal audit reports.

Corporate Governance & Financial Reporting Framework

As required by the code of corporate governance, directors are pleased to report that:

. The financial statements prepared by the Management of the Company present fairly its true
state of affairs, the results of its operations, cash flows and changes in equity.

. Proper books of account of the Company have been maintained.

. Appropriate accounting policies have been consistently applied in preparation of financial
statements and accounting estimates are based on reasonable and prudent judgment.

. International accounting standards, as applicable in Pakistan have been followed in preparation
of financial statements.

. The svstem of internal control is sound and has been etfectively implemented and monitored.

. There has been no material departure from the best practices of ¢orporate governance as
detailed in the listing regulations of the stock exchanges.

. Key operating and financial data for the last six years is annexed.

. There are no statutory payments on account of taxes. duties. levies and charges which are

outstanding as en June 30, 2023 except for those disclosed in the financial statements.

. No material changes and commitments affecting the financial position of your Company have
occurred between the end of the financial year to which this Balance Sheet relates and the date
of the Directors” Report, except for those disclosed in the financial statements.

Earnings/(Loss) Per Share

I'he loss per share of the Company for the period ended June 30, 2023 was Rs(2.09) as compared to
the previous year of Rs. (0.19)

Dividends

Due to circumstances discussed abave, the Board of Directors dees not recommend dividend for the
vear ended on June 30, 2023,

Corporate Social Responsibility

The company is responsible corporate citizen and fully recognizes its responsibility towards
community, emplovees and environment.

Web presence

Annual and periodical financial statements of the Company are also available on the Company website
hitp://www.qulshan.com.pk/corporate/gulistan htmi for information of the shareholders and others,




Gulistan Spinning Mills Limited

2* Floor Finlay House L1. Chundrigar Road ,
‘ ‘ l | Karachi (Pakistan)

Related Party Transactions

The transactions between the related parties were made at Arm's Length prices determined in
accordance with the “comparable uncontrolled price method”. The Company has fully complied with
the best practices on transfer pricing as contained in the listing regulations of stock exchanges in
Pakistan,

Trading in Company's Shares

During the year under review, there is no trading in shares of the Company by the Directors, Chiel
Executive Officer, Cheif Financial Officer. Company Secretary and their spouse and minor children.

Statement on Value of Staff Retirement Benefit
As on June 30, 2023 deferred liability for gratuity is Rs.2, 863/-
Auditors

M/s Malik Haroon Shahid Safder & Co.. Chartered Accountants being eligible have offered themselves
for re-appointment. The Audit Committee has also recommended their appointment as External
Auditors of the Company for the next financial year 2023 - 2024,

Pattern of Shareholding

The pattern of shareholding as at June 30, 2023 including the information under the code of corporate
of governance is annexed.
Acknowledzement

The Board wishes to place on record its appreciation for the employees, members of management
team Lor their efforts, commitment and hard work and to the shareholders who have accepted the
Scheme of Arrangement in the meeting held pursuant 1o the orders of the Sindh High Court,

{n behalf of the Board

*W

el e
SOHAIL ?\MQSUGH MUHAMMAD . HIT ARMIRZA
CHIEF EXECUTIVE CHAIBEMAN

~2

Lahore October 06, 2023
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Gulistan Spinning Mills Limited
2" Floor, Finlav House , L1 Chundrigarh Road,
l ‘ I | Karachi (Pakistan)

STATEMENT OF COMPLIANCE WITH THE LISTED COMPANIES
(CODE OF CORPORATE GOVERNANCE) REGULATIONS-2019

Year Ended June 30, 2023

The company has complied with the requirements of listed Companies (Code ol Corporate
Governance) Regulation-2019 (the regulations) in the following manner

1-

The total number of directors is seven (including the Chief executive officer). The
composition of the board is as follow.

Category Names

Independent Director® | Mr. Muhammad Junaid and Muhammad Anf

Executive Directors " Mr. Sohail iluqmmd and Muhammad Ashraf Khan

Non-Executive Direclors Mrs. Zarga Asif, Mr, Muhammad Akhtar Mirza, Mr.Abid Sattar

-

s

=)

* With reference to Regulation 6 (1), in a Board comprising 7 members, one-third works out to
2.33. Since the fraction is below half (i.e. 0.5} the fraction contained in such one-third is not
rounded up to one. Further, the two elected independent directors have requisite competencies,
skills, knowledgze. and experience to discharge and execute their duties competently, as per
applicuble faws and regulations, hence, appointment of a third independent director 1s not
warranted, Furthermore, the independent directors are not selected from data bank.

The directors have confirmed that none of them is serving as a director in more than Seven
listed companies, including this Company;

The Company has prepared a “Code of Conduet™ and has ensured that appropriate steps
have been taken to disseminate it throughout the company along with its supporting policies
and procedures:

The Hoard has developed a Viswon/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 has been maintained:

All the powers of the board have been duly exercised and decisions on relevant matters have
been taken by board / shareholders as empowered by the relevant provisions of the
Companies Act, 2017 and these Regulations;

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

The board of directors have a formal policy and transparent procedures for remuneration of
directors in accordance with the Act and these Regulations;

Head of Internal Audit, including their remunperation and terms and conditions of
employment;

The financial statements of the company were duly endorsed by CEQ and CFO before
approval of the board;
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Gulistan Spinning Mills Limited
2™ Floor , Finlay House , I.I Chundrigarh Road,
‘ ] ‘ ‘ Karachi (Pakistan)

The Board has formed a committees. comprising of members are given below:-

A Audit Committee

M. Muhammad Junaid Chairman
Mr. Abid Sattar Member
Mr, Muhammad Akhtar Mirza Member

By HR & Remuneration Committee

Mr. Muhammad Asif Akram C hairman
Mr. Abid Sattar Member
Mr. Muhammad Akhtar Mirza Member

. The term of reference of aforesaid committees have been formed, documented and advised

to the committees for compliance:

. The frequency of the meetings (quarterly / half vearly / annually ) are s per following.

a) Audit Commitiee Four Meeting were held during the financial year
with at least one meeting in each quarter,

b) HR & Remuneration Commitiee Four Meeting were held during the financial vear.

The board has set up an effective internal audit function which is considered suitably
qualified, experienced for the purpose and conversant with the policies and procedures of
the Company;

. The statutory auditors of the Company have confirmed that they have been given a

satisfactory rating under the quality control review program of the [nstitute of Chartered
Accountants of Pakistan and registered with Audit Oversight Board of Pakistan, and that
the firm and all its partners are in compliance with Iniernational Federation of Accountants
(IFAC) guidelines on code of ethics as adopted by the Institute of Chartered Accountants of
Pakistan and that they and the partners of the firm involved in the audit are not the ¢lose
relative (spouse. parent, dependent and non-dependent children) of the Chiel Executive
Officer, Chief Financial Officer. Head of Internal Audit, Company Secretary or Director of
the Company:

15. The statutory auditors or the persons associated with them have not been appointed to

provide other services except in accordance with the listing regulations and the auditors
have confirmed that they have observed IFAC guidelines in this regard.

We confirm that all requirements of the regulations 3, 6, 7 .8, 27. 32, 33 and 36 of the
regulations have been complied with, Explanation for non-compliance with requirements,
other than regulations 3, 6, 7, 8. 27, 32, 33 and 36 is as follows:

sr.

| Nl.'l. No. |

Mandatory Requirement Reg. | Explanation |

The Board may constitute a separate | 29(1) | The company has no nomination
committee, designated as the nomination committee because all s mills’
committee, of such number and class of operations have been closed.
directors, as it may deem appropriate m
its circumstances.
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Gulistan Spinning Mills Limited
2" Floor , Finlay House , L1 Chundrigarh Road,

| H Karachi (Pakistan)

The Board mayv constitute the risk
management committee, of such number
and class of directors. as it may deem
appropriate in ils circumstances, to earry
out a review of effectiveness of risk
munagement procedures and present a
report to the Board.

3001

The company has no  risk
management committeg because
all its mills’ operations have
been closed.

It is encouraged that by June 30, 2024, all
directors on the Board have acquired the
preseribed certification under any director
training program offered by institutions,
local or foreign, that meet the criteria
specitied by the Commission and
appraved by it. .

19(1)

| The Cempany may conduet
training program before the next
election of directors,

On behalf of the board of Directors

—Bebo ]

Chief Executive OfTicer
Lahore:- 06, 10,2023

ol

Ch 1mn
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Independent Auditor's Review Report
To the Members of *Gulistan Spinning Mills Limited”

Review Report on the Statement of Compliance Contained in the Listed Companies (Code of
Corporate Governance) Regulations, 2019

We have reviewed the enclosed Statement of Compliance with the Listed Companies (Code of
Corporate Governance) Regulatiens, 2019 (the Requlations) prepared by the Board of Directors
of Gulistan Spinning Mills Limited for the year ended June 30, 2023 in accordance with the
requirements of regulation 34 of the Reqgulations.

The responsibility for compliance with the Regulations is that of the Board of Directors of the
Company. Our responsibility is to review whether the Statement of Compliance reflects the
status of the Company's compliance with the provisions of the Regulations and report if it does
not and to highlight any non-compliance with the requirements of the Regulations, A review is
limited primarily to inquiries of the Company's persennel and review of various documents
prepared by the Company to comply with the Regulations.

As a part of our audit of the financial statements we are required to obtain an understanding of
the accounting and internal control systems sufficient to plan the audit and develop an effective
audit approach. We are not required to consider whether the Board of Directors' statement an
internal control covers all risks and controls or to form an opinion on the effectiveness of such
internal controls, the Company's corporate governance procedures and risks.

The Regulations require the Company to place before the Audit Committee, and upon
recammendation of the Audit Committee, place before the Board of Directors far their review
and approval, its related party transactions. We are only required and have ensured compliance
of this requirement to the extent of the approval of the related party transactions by the Board
of Directors upon recommendation of the Audit Committee,

Based on our review, nothing has come to our attention which causes us to believe that the
Statement of Compliance does not appropriately reflect the Company's compliance, in all
material respects, with the requirements contained in the Regulations as applicable to the
Company for the year ended June 30, 2023.

gh;‘l.:,__L Sl e, S&
aroon Shahid Safder ¥
artered Accountants

Lahaore
October 06, 2023
UDIN: CR202310206hC3jo4FmY
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INDEPENDENT AUDITOR'S REPORT
to the Members of Gulistan Spinning Mills Limited
Report on the Audit of the Financial Statements

Qualified Opinion

We have audited the annexed financial statements of Gulistan Spinning Mills Limited (the
Company), which comprise the statement of financial position as of June 30, 2023, and the
statement of profit or loss, the statement of other comprehensive income, the statement of
changes in equity, the statement of cash flows for the year then ended, and notes to the
financial statements, including a summary of significant accounting policles and other
explanatory information.

In our opinion, except for the effects of the matters described in the Basis for Qualified
Opinion section of our report, the accompanying financial statements present fairly, in all
material respects, the financial position of the Company as at June 30, 2023, and its financial
performance and its cash flows for the year then ended in accordance with International
Financial Reporting Standards as applicable in Pakistan.

Basis for Qualified Opinion

1. We were unable to satisty ourselves regarding the existence and valuation of
property, plant, and equipment having carrying values as of June 30, 2023, amounting
to Rs. 1.479 million.

2. We did not observe the counting of physical inventories at the end of the year and
accordingly, we were unable to satisfy ourselves by alternative means concerning
the inventory quantities held on June 30, 2023, which are stated In the financial
statements at cosl of Rs. 52.379 million.

3. Due to litigations with banks, we have not received confirmations fram banks and
other financial institutions. Accordingly, we were unable to verify bank balances
aggregating to Rs, 4.473 million and Investments amounting to Rs. 22.635 million.

4. We were unable to satisfy ourszlves regarding balances payable in respect of trade,
and other payables, and unclaimed dividends amounting te Rs. 11.575 millien and Rs.
0.619 million, respectively.

We conducted our audit in accordance with International Standards on Auditing (ISAs).
Our responsibilities under those standards are further described in the Auditor's
Responsibilities for the Audit of the Financial Statements section of cur report. We are
independent of the Company in accordance with the ethical requirements that are
relevant to our audit of the financial statements in Pakistan, and we have fulfilled our
other ethical responsibilities in accordance with these requirements. We belleve that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our
qualified opinion.

Emphasis of Matter

We draw attention to notes 1.2 and 2.2 of the financial slatements, which state that the
Company along with its restructuring agent - United Bank Limited, and the majority of the
lending financial institutions has signed a *Scheme of Arrangement” under sections 279 to
283 read with section 285 of the Companies Act, 2017 (“the Act") and the directors have
determined that the going concern basis of preparation is no longer appropriate. Accordingly,
the financial statements have been prepared on a liquidation/break-up value basis. Our
opinion is not modified in respect of this matter.
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Key Audit Matters
Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the financial statements of the current period. These matters were
addressed in the context of our audit of the financial statements as s whole, and in forming
our opinion thereon, and we do not provide a separate opinion on these matters.
Following are the key audit matters:

Sr.
No

1.

Matter

Contingencies and commitments

Refer to note 19 te the financial
statements;

The Company is currently facing
significant litigations pertaining to
claims filed by vwvaricus banks
regarding loan facilities, as well as
Government authorities concerning
outstanding amounts owed. Given the
nature and amount Involved in such
cases and the appeliate forums at
which these are pending, the outcome
and resultant accounting in financial
statements are subject to significant
judgment, which can change over time
as new fact emerged and each legal
case progresses, and therefore, we
have identified this as a key matter.

How the matter was addressed in our audit

Qur
tollowing;

audit procedures included the
Read the scheme of arrangement
and ensure that all the litigations as
mentioned in the scheme and
approved by the banks are properly
disclosed In the financial
statements,

Read the minutes of the meeting
and evaluate whether the provision
of the scheme regarding the
withdrawal of the filed litigations is
still appropriate.

Obtained confirmation from legal
advisers regarding ongoing
litigations.

Information Other than the Financial Statements and Auditor's Report thereon;

Management is respansible for the other information. The Other Information comprises the
information included in the Annual Report but does not include the financial statements and
our auditor's report thereon. Our opinion on the financial statements dees not coaver the Other
Information and we do not express any form of assurance conclusion therean.
In connection with our audit of the financial statements, our responsibility is to read the Other
Information and, in doing so, consider whether the Other Information is materially
inconsistent with the financial statements, or our knowledge obtained in the audit, ar
otherwise appears to be materially misstated,
If based on the work we have performed, we conclude that there is 5 material misstatement

of this Other Information, we are required to report that fact. We have nothing to report in

this regard.
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Responsibilities of Management and Board of Directors for the Financial Statements
Management Is responsible for the preparation and fair presentation of the financial
statements In accordance with the accounting and reporting standards as applicable in
Pakistan and the requirements of the Companies Act, 2017 (XIX of 2017} and such internal
control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error,

In preparing the financial statements, management is responsible for assessing the
Company's ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless management either
intends to liquidate the Company or to cease operations or has no realistic alternative but to
do so.

The Board of directors is responsible for overseeing the Company's financial reporting
Drocess.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements
a5 a whole are free from material misstatement, whethar due to fraud or error and to issue
an auditor's report that includes our opinien. Reasonable assurance is a high level of
assurance but is not a guarantee that an audil conducted in accordance with I1SAs as
applicable in Pakistan will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or
in aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these financial statements.

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise
professional judgment and maintain professional skepticism throughout the audit, We also;

* Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissicns, misrepresentations, or the override of internal control,

¢ Obtain an understanding of internal control relevant to the audit in order to design

e audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an epinien on the effectiveness of the Company's internal contral,

* Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management,

+ Conclude on the appropriateness of management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whethar a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor's report to the
related disclosures in the financial statements or, if such disclosures are
Inadequate, to modify our epinien, Qur cenclusions are based on the audit evidence
obtained up to the date of our auditor's report. However, future events or conditions
may cause the Company to cease to continue as a going concern.

« Evaluate the overall presentation, structure, and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in 3 manner that achieves fair presentation.
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We communicate with the board of directors regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant
deficiencies In internal control that we identify during our audit.

We also provide the board of directors with 2 statement that we have complied with relevant
ethical reguirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

From the matters communicated with the board of directors, we determine those matters
that were of most significance in the audit of the financial statements of the current period
and are therefore the key audit matters. We describe these matters in our auditor's report
unless law or regulation precludes public disclosure about the matter or when, in extremely
rare circumstances, we determine that a matter should not be communicated in our report
because the adverse consequences of deing so would reasonably be expected to outweigh
the public interest benefits of such communication,

Report on Other Legal and Regulatory Requirements
Based on our audit, we further report that in our opinion, except for the matters stated in
Basis for Qualified Opinion above:

a) proper books of account have been kept by the Company as required by the Companies
Act, 2017 (XIX of 2017);

b) the statement of financial position, the statement of profit or loss, the statement of
comprehensive income, the statement of changes in equity, and the statement of cash
flows together with the notes thereon have been drawn up in cenformity with the
Companies Act, 2017 (XIX of 2017) and are in agreement with the books of account and
relurns;

c)  investments made, expenditure incurred and guarantees extended during the year were
for the purpose of the Company's business: and

d) no Zakat was deductible at source under the Zakat and Usher ordinance, 1980 (XVIlI
1980).

The engagement partner on the audit resulting in this independent auditor's report is Malfk
=" Haroon Ahmad, FCA.

. {'l"\ﬁ»l 54 ety

aroon Shahid Safder &-Co,
artered Accountants '

Lahore
October 06, 2023
UDIN: AR202310206NkVIDXHdo
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GULISTAN SPINNING MILLS LIMITED
STATEMENT OF FINANCIAL POSITION
AS AT JUNE 20, 2023

ASSETS
Property, plant and equipmaent 5 1,479,489 1,672,566
Investments 6 23,634,803 23,634,803
Stock-in-trade 7 52,379,543 52,379.543
Trade deposits and short-term prepayments 8 - 145,097
Tax refunds due [rom Government 9 9,411,245 9,411,245
Cash and bank balances 10 4,618,492 4,473,201
Disposal group under scheme of arrangement 11 632,746,300 650.366.450
TOTAL ASSETS Ti4.169.872 7532,082.905
EQUITY AND LIABRILITIES
SHARE CAPITAL AND RESERVES
Share capital 12 146,410,000 146,410,000
Reserves 24,983,168 24,983,108
Surplus on revaluation of property, plant and equipment 351,461 447 351461 447
Sub-ordinated loan 13 103,000,000 103,000,000
Accumulated |psses (2,120,806,558) 2,090,187,515])
Total equity (1,494,951,943) (1464 332.910)
LIABILITIES
Loan from associates and others 14 287 432,734 284292234
Post employment henefits payables 15 3.863 3,863
Trade and other payables 16 11,574,690 11,909,190
Unclaimed dividend 619,529 619,529
Principal payable to banking companles as per scheme of arrangement 17 1,522,055,000 1522055000
Mirk = up payable w banking companies as per scheme of arrangement 18 397,535,999 397,535,999
2,219,221,815 2216415815
CONTINGENCIES AND COMMITMENTS 19
TOTAL EQUITY AND LIABILITIES 724,269,872 752,082,905

Thie annexed notes from 1 to 31 form an integral part of these financial statements.
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GULISTAN SPINNING MILLS LIMITED

STATEMENT OF PROFIT OR LOS5S

FOR THE YEAR ENDED JUNE 30, 2023

_

Sales

Cost of sales

Gross loss

Operating cost
Administrative expenscs
Other operating expenses

Loss from operations
Other income
Fimance cost

Loss before taxation

Taxation
Loss after taxation

Loss per share - hasic and diluted

20
21

22
23

23

!iI'.u Bes

(3,332,177)
(27,620,150)

(2,053,458)
(704,636)

(30,952,327)

(2,758,094

(30,952,327)

(2,758,094)

334,500 .
(1,206) (3.852)
(30,619,033) (2,761,946)
(30,619,033) (2,761,946)
(2.091) [0.189)

The annexed notes from 1 to 31 form an integral part of these financial statements,
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GULISTAN SPINNING MILLS LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2023

NOLE "
Rupees

Loss after taxation (30,619,033) (2.761,9448)

Other comprehensive income

Total comprehensive loss for the year (30,619,033) (2.761.9486]

The annexed notes from 1 to 21 form an integral part of these financial statements,
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GULISTAN SPINNING MILLS LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2023

Capital reserve Revenue reserve

Sk Sub-ordinated
ek Share Revaluation Accomulated loan from Total

capital Other Reserves
< premiom losses directors

_ Rupees |

Rakmce st huny O, 2048 146,410,000 25,000,000 (16832) 351461447  [2,087,425579) 103,000,000  [1,451,570,964)

Loss for the year - - . - (2.761.946) : (2,761,946A)
Othier comprehensive loss - . s ; . . :

= = = = (2.761.946) . |2.761.946)

Halance as at June 30, 2022 146,410,000 25,000,000 (16,832) 351,461,447  (2,090,187,525) 103,000,000  (1,464,332,910)

Less for the year - - - - (30,619,033) - (30,619,033)
Other comprehensive income - - - - . : g

S . _ : {30,619,033) - (20,619,033)

Balance as at June 30, 2023 146,410,000 25,000,000 (16.832]) 351,461,447 (2,1 H_”_.m..._mrmmmﬁ 103,000,000 [1.494.951,943]

The annexed notes from 1 to 21 form an integral part of these financial statements

AHSS & CO
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GULISTAN SPINNING MILLS LIMITED
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2023

Note = ==
Rupees

CASH FLOWS FROM OPERATING ACTIVITIES

Loss before taxation (30,619,033) [2,761,9448)
Adjustments for non-cash charges and other items:

Depreciation 193,077 222,004
Finance cost 1,206 1,852
Impairment |oss 27,620,150 -
Liahllities written-aff (334,500)

Profit on defence saving certificates = =
Cash flows before working capital changes (3,139,100) [2,536,090)
Increase / (decrease) in liabilities

Trade and other payahles - 34500
{Increase) / decrease in liabilities

Trade deposits and short-term prepayments 145,097 -
Cash generated from operations (2,994,003) [2,501,590)
Finance cost paid (1,206) (3,852)
Staff retirement benefits - gratuity paid - {40,000)
Income tax paid - -
Net cash flows from operating activities (2,995,209) [2,545442)
CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from sale of property, plant and equipment - -
Decrease In security deposit - *
Net cash Nows From Investing activities - E
CASH FLOWS FROM FINANCING ACTIVITIES

Receipt against loan from associates and other parties 3,140,500 2,556,000
Repayment of short-term financing - net = -
Net cash Mows from financing activities 3,140,500 2,556,000
Mel increase In cash and cash equivalents during the year 145,291 10,558
Cash and cash equivalents at the beginning of year 4,473,201 4462643
Cash and cash equivalents at the end of year 4,618,192 4,473,201

The annexed notes from 1 to 31 form an integral part of these financial statements.
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GULISTAN SPINNING MILLS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30,2023

1 LEGALSTATUS AND NATURE OF BUSINESS

i1

12

Gulistan Spinning Mills Limited ("the Company™) was incorporated in Pakistan on February 25, 1987
under the repealed Companies Ordinance, 1984 (now Companies Act, 2017) as a public limited
company and quoted on stock exchanges at Karachi and Lahore [now Pakistan Stock Exchange
Limired]).

Geographical location and addresses of all business units and offices are as (ollows:

Manufacturing units and offices Address

Land Near Quiabpur Saddat Chwolk, Vehard,

Manufacturing unit 64 Km Lahore - Multan road, Pattold, Kasur,
Registered office 2ud Floor, Finlay House, L1 Chundrigar Road, Karachi,
Regional office 2nd Floor, Garden Heights, New Garden Town, Lahote.

Scheme of arrangement with secured creditors

The Company along with its restructuring agent — United Bank Limited and majority of the lending
financial institutions has signed a “Scheme of Arrangement” under sections 279 to 283 read with
section 285 of the Companies Act, 2017 ("the Act"]. Under this Scheme, the existing financial
abligations / liabilities of the Company towards the secured creditors shall be settled by way of sale
of moveable and immovable charged assets of the Company as detailed in the scheme and payment
of the proceeds thereaf to the secured creditors as contemplated under the scheme of arrangement.

In tarms of the order dated june 21, 2019 passed by the Sindh High Court in €MA No.112/19 In J.CM
No. 15719 the meeting of the members / shareholders of the company was convened. The members
of the company having 99.99% In value of share, present in person or by proxy passed the resolution
far approval of the scheme and a detailed report was submitted before the Court by the chalrman
duly appointed by the Court. Subsequently, & meeting of the secured creditors of the company was
also held on 30.03.22 which was conducted by the chalrman as appointed by the court, wherein 77%
of secure creditors approved and adopted the scheme of arrangement. The report of meeting has
been submitted to court for final sanction by the court. The Scheme, after sanctioned by the
Haonorable High Court by an order passed in this respect, would be binding on the Company, along
with all the shareholders, creditors - secured or otherwise, stakeholders and ony other regulatory /
statutory bodies of/ or with respect to the Company. The Scheme secks to record the terme and
conditions of a legally binding compromise and arrangement betiveen the secured creditors on one
part and the Company and its directors and sponsors on the ather part, for ensuring, inter alia, the
settlenvent of the existng Habilities and ancillary measures as follows:

a) Constitution of an Assets Sales Committee having such powers and undertaking such functions
as stated in the Scheme;

b} Settlement and repayment of the existing liabilities pursuant to the sale of all moveable and
immaovable assets of the company as contemplated in the scheme , by and under the auspicas
of the Asset Sale Committee, the procesds from which are to be distributed (nter se the secured
creditors in accordance with the provisions of the Scheme;

£] Pooling of securities over the charged assets which are avallable with the secured creditors, to
be shared amongst all the secured creditors on a pari passu basis in proportion to their share
of the existing Habilities - principal portion (Irrespective of charge), upon the release of the
security Interests over the charged assets for the purposes of consummating the sales thereof
in the manner prescribed under the Scheme,

d] Release of the charged stock, and sales thereof for the purposes spectfied under the Scheme;

e} The withdrawal of all legal proceedings [refer to note 19.1), which shall be subject to the sale
of the charged assets and stocks and completion ofall relevant fovmalltes, n secordance with
the provisions ol the Scheme; and

LS & CO



GULISTAN SPINNING MILLS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2023

13

f)  The Scheme shall become binding, operative and effective as soon as an order = passed by the
Court under Sectlon 279 / 282 of the Act, sanctloning the Scheme and making any necessary
provistans under Section 282 of the Act, or such other date as stipulated by the Court (the
“Completion Date®).

Summary of significant transactions and events affecting the Company's linaneial position and
performance

There are no significant transaction and event affecting the Company's Fnancials pesition and
performance during the year, other then those which are disclosed in notes to the financial
statements.

2 BASIS OF PREPARATION

21

2.2

Statement of compliance

These financial statements have been prepared in accordance with approved accounting standards
as applicable in Pakdstan, Approved accounting standards comprise of such International Financial
RHeparting Standards (IFRS's] Issued by the International Accounting Standards Board [1ASE) as are
notifled under the Companies Act, 2017, provisions of and directives issued under the Companies
Act, 2017. In case requirements differ, the provisions ar directives of the Companies Act, 2017 shall
prevail.

Basis ol measurement

Due ko the Scheme as described in note 1.2 to these fnancial statements, the directors have
determined that the going concern basls of preparation of fnancial statements {5 no longer
appropriate.

Accordingly, these financial statements have been prepared on llquldation/break-up value basis,
following the intention of the parties to settle the llahilities through proceeds of disposal of assets of
thi company as contemplated in the scheme

Impact of adopting the net realizable wvalue basis of preparation on measurement,
classification of assets and liabilities, and disclosures in the financial statements.

Under the net realizable value basis of preparation, assets and liabilities are measured at their net
realizable value. Net realizable value Is based on the proceeds recelvable on dispoesal less cost tosell
as detailed in the accounting policies noted below. The net realizable value of liabilitles is the
expected settlement amount as detafled in the accounting policies noted below. Any gains or losses
resulting from meassuring aseets and lHabllities to the net realizable vahis are rocagnizod in profic or
loss or otherwise under the auspices of approved accounting standards.

Under the net realizable value basis of accounting, all assets and llabilicies are elassified o5 current. In
adopting the pet realizable value basis; the directors have continued to apply the disclosure
requirements of approved accounting standards to the extent they are relevant to the liguidation
basis, and have modified them where this is considered appropriate,

The accounting policies adopred are consistent with those of the previous financial year except for
changes specified related to the adoption of the llguidation basis of preparation and to the extent

described helow,
AT & CO



GULISTAN SPINNING MILLS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30,2023

Fellowing table shows how individual account heads are dealt in these financial statements:

Sr. No. Account head Basis of measurement
1 Property, plant and Fair market value which approximare the net book value
eguipment at reporting date
2 Investmients Estimated fair value
3 Stock-n-trade Met realizable value,
1 Trade delits Realizable values based on probability of recovery
5 Trade deposits and short- Realizable values based on probability of recovery
term prepayments
Tax refunds due [rom .
£ - Realizable value bascd on probability of recovery
Qovernment
7 Bank balances Undisputed / irrevecable balances.
isposal group under scheme
8 4p e Force sale value
of arrangement
Surplus on revaluation of 1
| mh. : On net book value.
operating fixed aysets
1o Sub-ardinated loan On expected settlement value
11 Loan frony wssocies aod On expected settlement value
ather parties
12 Post empleyment benefits On expected settlement value
13 Trade and other payables On expected settlement vislug
14 Unclaimed divided On expected settlement value
‘able i banking| . .
Py ; g On expected scttlement value as given in Scheme of
15 companics under scheme of]
Arrangement
arrangement

2.3  Functional and presentation currency
These financial statements are presented in Pak Rupess, which is the Company’s funcrional currdncy
All financial information presented in Pak Rupee has been rounded-off to the nearest Rupee except
stated otherwize,

3 STANDARDS, AMENDMENTS AND IMPROVEMENTS APPLICAELE TO FINANCIAL STATEMENTS
New standards, amendments and improvements which are effective during the vear and

stundards, amendments and improvements which are not yet effective

Certain standards, amendments and Interpretations to IFRS are effective for accounting periods
beginning on July 1, 2022 but, pursuant to paragraphs 1.2 and 2.2, above are considered not to be
relevant or to have any significant effect on the company's operations and are, therefore, not detailed
m these financial statements. The standards, amends and improvements which are not yet effective
are also not considered relevantand accordingly are not detailed in these financial statements.

AT & CO



GULISTAN SPINNING MILLS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, Z0Z3

4 SIGNIFICANT ACCOUNTING POLICIES
The principal accountng policles applied over previous yeéars before preparing financial statements on
liguiclated basis are;

4.1

Property, plant and equipment - owned

ltems of property, plant and equipment are stated at cost less accumulated depreciation and
accumulated impairment losses with the exception of freehold land which is measured at revalued
amount less accumulated impalrment losses, bulldings, plant and machinary, power house, electric
installation, factory equipment, air conditioner and power house which are measured at revalued
amount less accumulated depreciation and accumulated impalirment losses,

Capital worlk-in-progress |s stated at cost less any |dentified Impalrment loss. Transfers are made to
refevant fixed assets category as and when assets are available for use.

Cost of items of property, plant and equipment comprises purchase price, Including import dutles
and non-refundable purchase taxes, after deducting made discounts and rebates, and includes other
costs directly attributahle to the acquisition er construction, erection and Installation,

Major renewils and improvements to an item of property, plant and equipment are recognized in the
carrying amount of the tem if it is probahle that the embodied futiure economic benefits will flow to
the company and the cost of renewal or iImprovement can be measured reliably. The cost of day to
day servicing of property, plant and equipment are recognized in profit and loss as inourred

Surplus arising on-revaluation of an item of property, plant and equipment is credited to surples on
revaluation of property, plant and equipment, except to the extent that it reverses deficit on
revaluation of the sams assets previousiy recognized in profit and loss, in which case the surplus is
credited to profit and loss to the exvent of deficit previously charged to income. Deficit on revaluation
of an item of property, plant and equipment is charged to profit and loss o the extent that it exceeds
the balance, if any held in surplus on revaluation of property, plant and equipment relating to
previous revaluation of that item.

On subsequent sale or retirement of revalued item of property, plant and equipment, the attributable
surplus net of deferred tax, If any, remaining in the surplus on revaluation of property, plant and
eguipment is tansferred direcdy to unapproprated profit. An amount equal to incremental
depreciation, being the difference between the depreciation based on revalued amounts and that
hased on ariginal cost, net of deferred tax, if any, is transterred from surplus on revaluation of
property, plantand equipment to unappropriated profit every year,

Depreciation on all items of property, plant and eguipment except for freshold land is charged
profit and loss applying the reducing balance method over the useful lite of each item at the rates
specified in the respective note. Depreciation on additions 15 charged from the day on which the asset
is-available for use, while on disposals depreclation is charged up to the date of disposal or when the
{tem is classified as held for disposal.

The useful life-and depreciation method are reviewed periodically to ensure that the method and
perfod of depreciation are consistent with axpected pattern of economic benefits from {tems of
property, plantand equipment.

An item of property, plant and equipment is de-recognized on disposal or whien no future economic
benefits-are expected from its use or disposal. Any gain or loss arising on de-recognition of the asset
(calculated as the difference between the net disposal proceeds and carrying amount of the assets) is
recognized in profit and loss in the year in which the asset is derecognized,

LSS & CO



GULISTAN SPINNING MILLS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2023

42

4.3

4.4

Right of use assets and related liabilities

At the inception of a contract, the Company assesses whether a contract i, or contains, a lease based
on whether the contract conveys the right to control the use of an identified asset for a period of time
in exchange for consideration. Lease terms are negotiated on an individual basis and contain a wide
range of different terms and conditions. The extension and termination options.are incorporated in
determination of lease term only when the Company is reasonably certain to exercise these options.

The lease Nabilitles ara inltlally measured at the present value of the remalning lease payments at the
commencement date, discounted using the interest rate implicit in the lease, or if that rate cannot be
readily determined, the Company's Incremental borrowing rate, Generally, the Company uses its
incremental borrowing rate as the discount rate. At initial recognition, liahilities were discounted
ising the Company’s incremental borrowing rate, The lease liabllities are subsequently measured at
amortized costusing the effective interest rate,

Right-of-use assets are initially measured based on the initial amount of the lease labilities adjusted
for any lease payments made at or before the commencement date, plus any initial direct costs
incurred and an estimate of costs to dismantle and remove the underlylng asset or to restore the
underlying asset ar the site on which it is located, less any lease Incentive received. The right of-use
assets are depreciated on a straight line method over the lease term as this method most closely
reflects the expected pattern of consumption of future economic benefits. The carrying amount of the
right-of-use asset s reduced by impairment logses, if any. At transition, the Company recognised
rlght to use assets equol to the present value of lzase payments,

Assets classified as disposal group

Assets held for disposal are classified as disposal group 17 their carrying amounts will be recovered
principally through 4 sale) disposal rather than through continuing wse, Such non-current assets are
measured at the lower of thelr carrying amount and fair value less cost to sell Property and
equipment and |ntargibles assets once ¢lassified as held for sale / disposal are not depreciated or
amortizad.

Investments

Hegular way purchase or sale of investments

All purchases and sales of investments are recognized using trade date accounting. Trade date is the
date that the Company commits to purchase or sell the investment,

Investments in equity instruments of associated companies

Investments in associated companies are accounted for by using equity basis of accounting, under
which the investments in associated companies are initially recognized at cost and the carrying
amounts are increased or decreased to recognize the Company's share of profit or less of the
associated companies after the date of acquisition. The Company's share of profit or loss of the
associated companies is recognized in the Company's profit or less. Distributions received from the
associated companies reduce the carrving amounts of investments,

Adjustments to the carrying amounts are also made for changes in the Company's proportionate
interest in the associated compantes aclsing rom changes In the assoclated companies’ equity that
have not been recognized in the assoclated companies’ profit or loss. The Company's share of those
changes is recognized directly In equity of the Company. Where Company's share of losses of
associated companies equals or exceeds its interest In the assoclates, the Company discontinues
recognizing its share of further losses except to the extent that Company has incurred legal or
constructive obligation or has made payment an behalf of the assoclates. If the associates
subsequently reports profits, the Company resumes recognizing [ts share of those profits only after
its share of the profivequals the share of losses not recognized.
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4.5

4.6

4.7

4.8

Available for sale investments

These investments are initlally measured at thelr fair value plus divectly ateributable teansaction cost
and at subsequent reporting dartes, measured at fair values and gains or losses from changes in fair
values other than impairment loss are recognized in other comprobensive income. Impalrment loss
on investments available for sale i recognized in the profit or logs.

Other investments

Other investments like deferce saving certificate are held to maturity. Interest (s aeerued on thage
investments according to the rate provided by the issuer.

Investment with fixed maturity that the management has the posttive intent and ability to hald il
maturity, are classified as * held to maturity” and are Initially measured at cost and at subsequent
reporting date measured at amortized cost using the effective yvield method.

Stores, spare parts and loose tools

Stares, spare parts and loose tools are valued at lower of cost and net realizable value. Cost is
determined by moving average method less provision for obsolescence. tems considered obsplete
are carried at nll value, ltems |n transit are valued at cost comprising invoeice value plus ather
charges incurred thereon.

Stock-in-trade

Stock-In-trade |s valued at lower of welghted average cost and net realizable value [NRV) except
waste, which is valued at NRV,

Net realizable value signifies the selling price In the ordinary course af business less cost of
completion and cost necessary o be Incurred to effect such sale, Cost of raw materials, packing
materfals and components represent involee values plus other charges pald thereon.

Cost in relation to work-in-process and finished goods represents direct cost of mw materials, wages
and appropriate manufmcturing overheads.

Goods in-transit are valued at cost comprising of invoice value plus ather charges accumulated up to
the reporting date.

Trade debts and other receivables

Trade debts ‘are Initislly recognized at original inveice amount which iz the flr valee of
consideration to be received in future and subsequently measured at cost less provision for doubtiul
debrs. Carrying amounts of trade and other réceivables are assessed at each reporting date and a
provision is made for doubtful receivables when eollection of the amount i no longer probable
Debts considered irrecaverable are written off.

Post-employment benefits - gratuity

The Company cparates an unfunded gratuity scheme covering for all Its permanent employees who
have completed the minimum quzlification period for entitlement to the gratuity.

Provision s made annually to cover the obligation on the basis of actuarial valuation and charged to
income currently. Expense comprising of current service cost and Interest cost is recorded in profit
and loss account, whereas any re-measurements due to sctuarial assumptions are charged to ather
comprehensive income as and when they arise.
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4.9

4.10

4.12

Taxation

Income tax expense represents the sum of current tax payable, adjustments, if any, to pravision for
tax made in previous years arising from assessments framed during the year for such years and
deferred tax.

Current

Provision for current taxation Is based on taxability ol certain income streams of the Company under
presumptive / final tax regime at the applicable tax rates and remalning Income streams chargeable
at current rate of taxation under the normal tax regime after taking into account tax credit and tax
rebates available, if any, The charge for current tax includes any adjustment to past years linbilities.

Deferred

Deferred tax is recagnized onall temporary differences between the carrying amounts of assets and
liahilities for the fnancial reporong purposes and the amounts used for maxation purposes.

Deferred tay agset is recognized for all the deductible temporary differences only o the extent that it
ls probable that future taxable profits will be available against which the deductible temporary
differences, unueed tax losces and tax credits can be utlized. Deferred tax asset is reduced to the
gxtant that it is no longer probable that the related tax benefit will be reatized. Deferred tax lahilities
are recaognized for all the taxable temporary differences.

Deferred tax assets and liabillties are measured at the tax rates that are expected to apply to the
period when the asset ¢ realized or the liability is settled, based en the tax rates that have been
enacted or substantively enacted by the reporting date.

Provisions, contingent assets and contingent liabilities

Provisions are recoanized when the Company has a present legal or constructive ohligation as a
result of past events, itis probable that an outflow of resources embodying economic benetits will be
required to settle the obligation, and a refiable estimate can be made of the amount of the obligation,
Contingent assets are not recognized and are alse not disclosed unlessan inflow of economic benefits
is probable and contingent liabilities are not recognized and only disclosed unless the probability of
an outflow af resources embodying econoemic benefits is remote.

Borrowing cost

Borrowing tosts directly attributable to the aequisition, construction or production of qualifying
assets, which are assets that necessarily take a substantial period of time to get ready for thelr
intended uze, are added to the cost of those assers, untll such time as the assets are substantally
ready for their intended use. All other borrowing costs are charged to income in the period in which
they are incurred.

Revenue recognition

Revenue is recognized to the extent that it s probable that the economic benefits will flow ta the
Company and the amount of revenue can be measured reliably. Revenue 15 measured at the fair value
of consideration received or receivable on the following basis;

Local sales are recognized on dispatch of goods to customers and export sales are recognized on bill
aof lading date.

- Dividend Income from the investments 18 recognized, when the Company's right to receive dividend

htas been established.

Mark-up on loans to related partles and profit on saving accounts 5 accrued on tme basis, by
reference to the principal outstanding and at the effective profit rale applicable.
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4.14

415

4.16

4.17

Forelgn currency translations

Transactions in foreign currencies are translated into Pak Rupee, using the exchange rates prevailing
at the dates of the transactions. Monetary assets and llabilities denominated in foreign currencies are
translated into Pak Rupee at the exchange rates prevailing at the reporting date. All arising exchange
pains and losses are recognised in the profit and loss account

Financial instruments

Trade debis, other receivables and other financial assets

‘Irade debts and other receivables are inldally recognized at falr value plus any directly attributable
transaction cost. Subsequent to inftizl recopnition, these are measured at amortized cost using
effective interest method, less any impairment losses, Known bad debts are written off, when
identified. Any receipt against previously written aff debtors Is recognized as income in the year in
which amount Is recelved,

Cash and cash equivalents

Cash and cash eguivalents comprise cash-in-hand, cash with banks in current, saving and deposit
gecounts; bank overdraft and other short-term highly liquid investments that are readily convertible
to known amounts of cash and which are subject w insignificant risk of change in value,

Off-setting of financial assets and liabilities

Financial assets and liabilities are off-set and the net amount (s reported in the balance sheet when
there is a legally enforcezble right to off-set the recognized amounts and there is an intention to
settle either on a net hasis, or to realize the asset amd settle the liability simultaneously.

Related party transactions

All transactiovns with related parties are carried out by the company at arms' length price using the
method prescribed under the Companies Act, 2017 (comparable uncontralled price method) with
the exception of loan taken from related parties which 5 interest / mark-up fras.

Impairment loss

The carrying amounts of the Company's assets are reviewed at each reporting date to identify
circumstances indicating occurrence of impairment loss or reversal of provisions for Impairment
losses, If any [ndications exist, the recoverable amounts of such assets are estimated and impalrment
losses or reversals of impairment losses are recognized in the profit and loss account and in case
revalued assets are tested for impatrment, then impairment loss up to the extent of revaluation

surplus shall be recognized in revaluation surphis and remaining loss, if any shall be recognized in
profic and loss account. Reversal of impairment loss is restricted to the original cost of the asset,

Dividend and appropriation to reserves
Dividend distribution to the Company's shareholders and appropriztion to reserves are recognized
in the period in which these are approved,
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4.18 Significant accounting estimates and judgments

The preparation of financial statements in conformity with the approved accounting standards
reguires the use of certain critical accounting estimates. 1t also requires the management to exercise
fts judgement in the process of applying the Company's accounting policies, Estimates and
judgements are continually evaluated and are based on historical experience and other factors,
Ineluding expectations of future events that are believed to be reasonable under the cifcumstances
The areas where various assumptions and estimates are sipnificant to the Company's financial
statements or where judgements were exercised in application ol aecounting palicies are as follows:

(1) Estimate of useful lives, residual values of property, plant and equipment and recoverable
vialues o accoun for impairment loss, (note4.1)

(1)  Netrealisable values of stores; spares and loose tools and stock-in-trade.(note 4.5 and 4.6)

(tii} Provision for impairment of trade debts (note 4.16)

(lv] Provision forstaffl retirement benefit - gratulty.[note 4.8]

{v) Provision for taxation [note 4.9)
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Property, plunt and cgubpment 1,479,489 16725066

Particulars Difice Furniture & Armzx and

] Viehicles
eguipment fixture arnrmunation

As A july 01, 2072
Gpeming net boak valae pRLALR 4491, 544 - 258,210 1672564
s paalsf Tramaler

Depreciation charge (9281 [449.154) - (51642 {L9R07T)
Closing net book vidlue e 30, 2023 B20,531 £42.390 : 206,568 1,478,489
Cost 5,002 354 4278524 6,210 9753035 19,140,173
Less; aceumulated depreciation {4,171 853 @.'.J:J 6,134) [&.230] [5.546.467] (17, 660,604]
Net boob value fune 30, 2023 #30,531 4-&3‘34] - Zihh, 56H 1,479 485
Hate of depreciation 1095y 10 10%: 200

Farticulars Farmiture & Arms anad Taotal

Vehicles
fixture ammanation

Azatjuly 01, 2021

Crpering ner ook value LG23.347 546,160 301 I2LTE1 L B94, 569
If!'|1-|1||1..1'.5.."'|'r.1 AElEr , - .
Deprecuition chasge [1D02,535] [34.814) [301]) [64,551 (212003
Cloging net ook value [une 20, 2022 QI E1Z 491,544 - 258,210 1,672 Séi
st 5002384 4378, 52% 6230 LI53.035 19,140,173
Less: sccumulzted depreciston (+,070,572) |3 66,580 [&, 230} [2.490,825] (17457607
Nat book value [une 20, 2022 922,812 191,544 . 258,210 1,672,566
Rate of depreciation 10%; 10% 1% 0%

5.2 Doprociation oxperse 5 charged to adminisirative expenies
5.3 Mo impairment relaong to.property, plast and equipments fas peen recognized in the current year, (20220 Nl |
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Mole =
Rupces

i}

INVESTMENTS
Investment in associate - under equity methad 6.1 . =
Other investments in equity shares 6.2 - -
Defence saving certificates 6.3 23,634,803 23,634,803
23,634,003 23,634,503

6.1  Investments In assoclates - under gquity method

Quoted securiles

Cost of investment 238,807 236,887

Accumulated share of post acquisition loss (238,887) (238,887

The Company holds 10303 share of Rs 10 each (0.046% of total share capital) of Gulshan Spinning Mills
Limited [an associate). The cost of these share was Re. 238,B87. The markst valve and recoverable amount of
this investment has been calculated as Rs. Nil (2022: Rs. Nil) per share aggregating to Rs. Nil (2022; Rs. Nil) after
considering the estimated future cash flows expected to be generated by the associate,

6.1.2 Summarized financial information of the assoclated company as at June 30, based on sudited Ananclal

statements isas follows;
Gulshan Spinning Mills Limited

Liabilities 3474 464,188 3462822568
Assets 527578216 5449 544 519
Revenue - i
{Lass) /profit after tax [33,607,903) 58,494,123
6.2 Qther investments in equity shares
This represents the investments inequity shares of Number of share of Rs. 10 each
- Gulistan Textile Mills Limited 1,049 1049
- Qulshan Weaving Mills Limited 770,900 778,900
Due the closure of business pf both the entities the falr values of both the investmonts have been reduced to Ra,
nil and henee fully charged off.
6.3 |t represents lnvestment in defence saving certificate. These certificates are under lien against guarantees
provided by various financial institotions.
STOCK-IN-TRADE
[tawd material 43,644,2TH AZ.644.274H
Finished goods R,715265 B.735.265
52,379,541 52375543
7.1 ATl of the stocks of the Company are under banks® charge as security of borrowings, The Company filed 3 suit in

the Lahore High Cowrt against all barks / financial institutions under section 8 of the Financial Institotions
(Recovery of Finances] Ordinance, 2001, Further various banks and financial Institutions have also filed suits
before Banking Court, Sindh High Court and Lahore High Court for recovery through attachment and sale of
Company's hypothecated § mortgaped / charged stocks and properties as fully explained in note 19.1 “litigation
with banks and firancial institutions".

TRADE DEPOSITS AND SHORT-TERM PREPAYMENTS

Short-term prepayments i .
Othet recelvables B.1 5 145 097

R 145,097
B1  This represents receivable from Gulistan Textile Mills Limited on account of sale of fived assets.
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_m Rupees " Rupees

10

1

11.1

11.2

11.3

TAX REFUNDS DUE FROM GOVERNMENT

Advance income 1ax - .

Sales taxy 9.411,245 9.411,245
9,411,245 9411245

CAsH AND BANK BALANCES

Cash-in-hand 145,097 .
Balances with banks - current accounts 108,666 67,880
Balanves with banks - saving accounts 2,359 42,951
Term deposits 10.2 4,362,370 4,362,370

4,618,492 1,473,201

10.1 Majority of the Company’s bank accounts operations have been blocked by the respective banks due to on-going
litigations with these banks as detafled in note 19.1 to the financial statements,

10.2 These are under len with respect to guarantees provided on behalf of the company by various financial
institutions.

DISPOSAL GROUP UNDER SCHEME OF ARRANGEMENT

Frechald land 110,320,750 110,220,750
Bullding on free hold land 247,983,200 247,983,200
Plant and machinery 212,613,937 212,613,937
Power housa 25937,165 25,937,165
Electric instullation 25,986,045 25,986,045
Factory equipment 17777115 17,777,115
Air conditioning plant 19,748,238 19,748,238
Impalirment:
Impairment of disposal group (27.620,150) :
32,746,300 f60, 366,450
Particulars of immovable fixed assets are as follows:
Particulars Address Area nf land (Kanals)
Land Mear Qurabpur Saddat Chwale, Vehari 34.35 1435
Manufacturing umnit 4 Km Lahore - Multan road, Pattoki, Kasur 12595 12595
1630 160,30

The Company along with s restructuring agent - United Bank Limited and majority of the lending financial instmitions
has signed a "Scheme of Arrangement” under sections 279 to 283 read with section 285 of the Companies Act, 2017
{“the Act™) as detealled In note 1.2, Hence, above mentloned assets has been classified and presented under disposal
group under scheme of arrangement.

The valuation of these assets |s based on valuation report of an independent valuer, Neds Servicess {Pve) Limited. The
decrease in value of disposal group is charged as impairment to statement of profit or loss
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12 SHARE CAFITAL

Numbers Numbers Rupees RBupees
2023 | w022 | [ 2023 [ 2022
Authorized capital
15,000,000 15,000,000 Ordinary shares of Rs, 10 each 150,000,000 150,000,000
| Issued, subscribed and pald-up capital ]
6,838,330 1,638,330 Ordlnary shares of Hs. 10 each fssued £8,383,300 (8,383 300
as fully paid In eash
T.002,670 7.002 670 Ovdinary shares of e 10 each issued 78,026,700 78,026,700
as fully bonus chares
14,641,000 14,641,000 146,410,000 146,410,000
12.1 Ordinary shares held by the related party at the year end:
Paramount Spinning Mills Limited 202,777 202777
12  SUB-OBRDINATED LOAN - unsscured 103,000,000 103,000,000

This i5'an Intsrest-free loan ohtained from Ex-Director of the Company in previous years. This loan & sub-ordinated to
the finances provided by secured creditors, The loan shall not be repaid without obtaining consent from the secured
creditors subject to availability of resources and at diseretion of the Company. This lean has been classified in equlty as
per technical release 'Accounting Directors’ Loan {TR-32) af the Institute of Chartered Accountants of Pakistan [1CAF)

14 LOAN FROM ASSOCIATES AND OTHERS

Gulistan Fihers Limited 14.1 T4BE18,341 T4.818 341
Gulshan Weaving-Mills Limited 14,999,930 14,999,930
Interest free loan from other parties - unsecured 1+.2 197,614,463 194.473,963

2807 432,734 284,293,234
141

This loan was created In accordance with the settlement agreement and agreement to sell dated December 34,
2013, executed between Silk Bank Limited [the Lender), Gulshan Spinning Mills Limited (an nssociated
compuny], Paramount Spinning Mills Limited {an associated company ) Gulistan Fibers Limited [an associatod
company] and the Company. As per these agresments, short term borrowings and ontstanding bills payables
aggregating Rs. 99,00 million of the Company have been adjusted by the Lender against morteaged property of
the Gulistan Fibers Limited, under the debt-propecty swap arrangement, Accordingly, the Company has bocked
this loan as payabile to Gulistan Fibers Limited by ad|usting its short-term borrowings and bills payuble.

This loan Is unsecured and carries mark-up at the half percent above the borrowing cost of the lending
company. The said [pan is classified as shortterm on account of nor-payment with the agreed period of time
due o non-availability of funds and the Company did not charge interest on the same as well

14.2 These loans were advanced by the share holders of the company in order to Hnance working copital
requirements. Thie repayment terms have not vet been finalized by the parties. During the year Mrs, Fahmeeda
Begum and Mr. Tanveer Ahmad Shakoor (mother sen relationship) entered into sn agreement wherein balance
amouting to Rs. 86,138,479 due to Mrs, Fahmeeda was transferred to Mr, Tanveer Ahmad.
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_m Hll[lp[n."u

15

16

17

171

18

POST EMPLOYMENT BENEFITS PAYABLES

Post employment benefits payables 151 3.863 3,853
151 Movement in post employment benefits payvable
Met lability at beginming of the year 3,863 43 863
Add: charge to profit and loss account . —
Less: benefits paid - (40,000)
et lakilioy at end of the vear 3,863 3863
TRADE AND OTHER PAYABLES
Creditors - :
Accrued labilities 16.1 3,105,306 1,439,806
Sindh Intrastructure development cess payable 8,469,384 469,384
11,574,690 11,809,190

16.1  Acerued labilitles includes the amount of Electric duty payable amounting to Rs, 1,906,625 (2022: Rs

1,506,625). The Campany has obtained stay order from the Honorable Lahore High Court
of electric duty to LESCO as detafled in note 19.2.2.

PRINCIPAL PAYABLE TO BANKING COMPANIES AS PER SCHEME OF ARRANGEMENT

against the payment

184,000
128,420,000
47,123,000
151,397,000
161,359,000
T0911.000
153,610,000
48,079,000
L7, 000, L
330,000,000
148,058,000
167,914,000
34,000,000

United Banlk Limited 18,184,000
Faysal Bank [dmited 128,420,000
Habib Bank Limited 47,123,000
Askari Bank Limited 151,397.000
Bank Alfalah Limited 161,359,000
MCB Banlk Limited 70,911,000
Al-Barakn Bank Limited 153,610,000
Habib Metropolitan Bank Limited 48,079,000
Bank lsland Pakistan Limited 17,000,000
Pair Investinent Company Limited 350,000,000
The Bank of Punjab 148,058,000
Wational Bank of Pakistan 167,914,004
First National Bank Modaraba 50,000,000

1,5Z2,055,000

This represents payable to banking companies under scheme of arrangement as detafled in note
STATEMENTS,

MARK-UP PAYABLE UNDER SCHEME OF ARRANGEMENT

1,522,035 5,000
1.2 of these flnanclal

Bue ta the scheme of arrangement as detailed in note 1.2 no further provision with respect to mark up payahle is made

in these financials since 2009,

S & CO
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19 CONTINGENCIES AND COMMITMENTS
Contingencies

19.1

Litigation with banks and financial institutions

The Company along with its restructuring sgent — United Bank Limited and majority of the lending financial
Institutions has signed a “Scheme of Arfangement” under sections 279 to 283 read with section 285 of the
Companies Aet, 2007 (“the Act’). Under this Scheme, the existing financial ohligations [ labilities of the
Company towards the secured creditors shall be settled by way of sale of moveable and immovable charged
assets of the Company as detalled In the scheme and payment of the proceeds thereof to the socured Greditors
as contemplated under the scheme of arrangement. In terms of the order dated June 21, 2019 passed by the
Sindh High Court in CMA No.112/19 in | .CM No. 15/19 the meetlng of the members [ shareholders of the
company was convened, The members of the company having 99.99% in value of share, pregent in person or by
proxy passed the resolution for approval of the scheme and a detalled report was submitred before the Court by
the chairman duly appointed by the Court. During the year on 30.03.2022 a meeting of the secured creditors of
the company was also held which was also conducted by the chalrman appointed by the court, wherein 77%
secured creditors approved and adepted the scheme of arrangement. The report of meeting has been submitted
to caurt for final sanction by the court

On approval of the Scheme from the Honorable High Court of Siadh as detailed in note 1.2 to these financial
statements interalia, all the below-mentioned litigation with banks / financial Institutions will be withdrawn
subject to the sale of Assets and Charged Stocks and completion of all relevant formalities, in accordance with
the provisions of the Scheme. This Scheme, Inter alla, affects the outcome of following litigation by or against the
Company with various financial institutions,

19.1.1 Varlous banks and financial |nstitutions have fled recovery suits before the respected courts,
for recovery of their alleged long-term and short-term labilities and lease liabilities through
attachment and sale of Company's hypothecated / mortoaged / charged stocks and propertios.
The aggregate amount of these claims consists of principal Bs. 1,522 million (2022 Rs: 1522
million} and mark up payable Bs, 397,536 million [2022; Rs. 397,536 million],

The management was strongly contesting above mentioned suits on merits as well & cogent
factual and lesal prounds avallable to the Company under the law. Since, all the cases dre
pending belore varions Courts therefore the ultimate outcome of these cases can not be
established to the date of these financial statements.

19.1.2 The Company filed a suit in the Honorable Lahore High Court {LHC] against 5 21l secured
creditors [/ financlal [nsttudons ender Section 9 of the Flpanclal Institutlons [Hecovery of

Finances) Crdinance, 2001 ("the Ordinance”] for redemption [ release of security, rendition of
acoounts, recovery of damages, permanent injunction and anciliary reliefs. The LHC vide ity
interim order dated October 25, 2012, ordered not to disturk the present position of current
assets and fixed assets of the Company and no coercive action shall be talen against the
Company. The LHC through its order dated Seprember 11, 2013, dismissed the case on legal
grounds, The Company filed appesl before Divisional Bench of the LHC against the above-
mentioned order. The Divisional Bench passed an order, dated November 27, 2013 that
respondent bapks will aot liguidate the Company's assets and operation of impupned
judgement and decree dated September 11, 2013, will remain suspended meanwhile. The
Appeal filed by the company was allowed vide order dated 04.11.2020, whereby the case was
remanded to the learned single Judge to dedide the application for leave to defend.

19.1.3 The Bank of Punjab has filed a sult COS No. 50/ 2013 for recovery of Re 168426 milllon on
account of warking capital facilities provided to the Company, The company filed FLA No. 148-
B/2013, in response to the summons fssued by the Honorable Lahore High Court | The
Honorable Lahore High Court dismissed the application and decreed in favor of the plainti®
hank to the extent af Rs, 159286 milllon, The Company has filed appeal in the division hench of
the Honorable Lahare High Court, and the case ls being eontested on merils.

A5 & CO
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19.14 Askari Bank Limited has filed a suit COS No, 40/2013 for recovery of R, 148.25 million. The

1915

Company filed PLA No. 105-B/2013, In response to the summon ssued by the Honorable
Lahore High Court. The court dismissed the application for leave to defend, The Honorable
Banking Court decreed in favor of Plaintff Bank, together with the coits of funds as
contemplated by section 3 of above mentioned Ordinance. The Company kas filed appeal in the
Mivislon Bench of the Honorable Lahore High Court, and the appeal is-still subjudice.

First Mational Bank Modarba has filed a sult against the Company for recovery of Rs, 51,842
million, The sald suit was decreed vide judgment dated Avgost 01, 2017 against the Company
and the same was converted into execution proceedings by the court under section 19 of
Financial Institutions (Recovery of Finaneces) Ordinance, 2001, First National Bank Modaraba
has filed an Exeaition petition which is now pending adjudication before the Banking Court Ko
1, Lahore, where in the company has [lled an objection petitton. This case 15 also being
vigorously and diligently conzested by the Company. However, the case was adjourned sine die
vide order dated 24.06.2022.

19.2 Litligation with parties other than banks and financial institutions

19.21

192.3

The company has not provided for Rz 68 milion [2022: Rs. 68 milllon]) In respect of
infrastructure cess levied by the Government of Sindh The case was decided against the
Company by a single judge of the Honorable Smdh High Court. The decisian was challenged
hefore a bench of same High Court and stay for collection of cess was allowed. The Honorable
High Court of Sindh decided the case by declaring that the levy and collection of infrastructure
fee prior to December 28, 2006 was illegal and ultra vires and after that it was legal. The
Company Aled an appeal in the Honerable Supreme Court of Palistan against the above-
mantioned judgemen: of the Honorable High Court of Sindh. Further, the Governmeant of Sindh
also filed appeal against part of judgement decided against them.

The above appeals were disposed-off [n May 2011 with a |sint statement of the parties that,
during the pendency of the appeals, another Yaw came into existence which was not subject
matter in the appeal, therefore, the decision thereon be first obtained from the High Cowrt
before approaching the Honorahle Supreme Court of Pakistan with the right to appeal,
Accordingly, the petitton was filed in the Honorable High Court of Sindh n respect of the above
view. During the pendeacy of this appeal an interim arrangement was agreed where by bank
guarantees furnished for consignments cleared upts December 27, 2006 were returnad and
bank guarantees were furnished for 50% of the levy for consignment released subsequent to
December 27, 2006 while payment was made against the balance amount. This petition was
dispesed off in terms of the consolidated judgment dated [une 04, 2021. The Company
challenged the Impugned order dated June 04, 2021 before the honorible Supreme Court of
Pakistan whereln the operation of the Impugned judgement of Sindh High Court and recovery
the leviwas suspended by the court.

The company has obtained stay order from Honorable Lahore High Court against the payment
af electric duty 1o LESCO. However, an amount of Rs. 1.906,625/- (2022: Rs 1,306,625/-] had
heen provided in the accounts on account of electric duty.
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19,2.3 The Company has filed a suit bearing # 1167/18 before the Honorable High Court of Sindh,

20

21

21

whereln, stay has been confirmed vide order dated March 03, 2017, The Honorable Supreme
Court of Pakistan in its judgment dated August 13, 2020, passed in Clvil Appeals No. 1113 to
1155 of 2017 ete. wag pleased to waive off the Late Payment Surcharge and to recover GIDC in
74 equal monthly installments after making proper calculations. However, in the light of the
Judgment dated August 13,2020, read with Sub-section 2 of Sectlon 8 of the GIDC Act 2015
SMGPL 45 not entitled to recover GIDG from the Company as the company has not collected the
GIDC from its clients / custamers and even not passed op to its clients | customers. Accordingly,
the Company has filed a suit before Sindh High Court at Karachl wharein the hansrabie court
waz pleaged 1o give stay order on GITC. The Company has not paid GIDC to SNGPL duning the
perind when miunctive orders were in field and the reported judgment of the Hon'ble Supreme
Court of Pakistan in the case of Federation of Pakistan vs Durranl Ceramics & Others 2004 5CMR
1630. The Company has also instituted a sult [or recovery against SNGPL for recovery of exceds
amount paid on account of GIDC and tariff difference which pending adjudication before Gas
Utility Court, Lahore, Tha sult was adjourned sine die vide order dated 18.03.23 on account of
the sufl pending adujudication before the Sindh High Court.

19.3 Other contingencies

19.3.1

19.4 Commitments

Bank puarantees issusd on behalf of the company;

Sul Morthern Gas Pipelines Limited 19,862,200 19,862,200

Director of Excise and Taxation B8.957,572 8957572
28,819,772 288197 7L

Various other bank guarantees are also given by banks on behalf of the company to varlous
parties.

There (5 no capital commiment as ar fune 30, 2023 (2022: Nil),

ADMINISTRATIVE EXPENSES
Salarles and Wages - 112,526
Rent, rates and Gaxes . 81,128
Advertising 18,600 67,800
Legal and professienal 2,900,000 1,210,000
Aunditor's remuneration 20.1 220,500 360,000
Depreciation 5.2 193,077 222,004
3,332,177 7.053,458
20,1 Auwditor's remuneration
Anmual aodit 200,000 350,000
Compliance report on Code of Corporate Governance 10,000 14,000
210,000 360,000
OTHER EXPENSES
Reversal of liabilities written-off - 704,636
Impairment loss 27,620,150 -
27,620,150 704,636
OTHER INCOME
Profit on defence saving certificates - =
Liabilities written-off 334,500 -
334,500
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4

25

26

FINANCE COST
Bank charges 1,206 3,852
Mark-up on lease liability -

1,206 3852
LS5 PER SHARE - BASIC AND DILUTED
Loss after taxation (30,619,033) (2,761,944]

------ Number of shares -—--

Welghted sverage number al ordinary shares outstanding during the period 14,641,000 14,641,000
Lovss per share - basic and diluted {2.091]) [0.189)

There is no dilutive effect on the basic loss per share of the Company,

REMUNERATION OF CHIEF EXECUTIVE DOFFICER, DIRECTORS AND EXECUTIVES
Mo remuneration was paid to chief executive officer and directors, Number of exceutives of the company are Nil
(2022:Nil).

FINANCIAL INSTUMENTS BY CATEGORY
Financial assets - amortized cost

Investments 23,634,803 23634803
Trade deposit and short term prepayments - 145,097
Cash and bank balances 4,618,492 4438 283

28,253,295 2821E,183

Financial Habilities - amortized cost

Lixar from associates and others 287431.734 284,292,234
Trade and other payables 11,574,690 11,909,190
Unctaimed dividend 619,529 519520
Principal povahle 1o banking companies as per scheme of arrangement 1,522,055,000 1,522 055,000
Mark - up payable to barking companies-as per scheme of arrangement 397,535,999 397 535,999

2,219,217,952 2.2156,411,952

26.1  Fairvalues of financial instruments
Fair value is the amount for which an asset could be exchanged or llability e settled berween knowledgeahle
willing parties in an arm's length transaction. As at the reporting date, fair values of all financlal instruments are
consgidered to approximates their carrying amounts.

262  Methods of determining fair values
Fair values of financial instruments, with the exception of investment In associates. for which prices are
available from the active market are measured by celerence to those market prices, Falr values of financial
assets and liabilitles with no active market and those of Investiments In subsidiaries are determined In
accordance with gensruli}f ac:up!rrﬁ pricing models based on discounted cash Row analysis based on fnputs
from other than observable market

26,3 Discount/interest rates used for determining fair values
The Interest rates used o discount sstimated cash Aows, when applicable, are based on the government yield
curve as at the reporting date plus an adequate credit spread.

264 Significant assumptions used in determining Rir values
Fair values of financial asset and llabllities that are measured at fair value subseguent to Initial recognition are
determlined by using discounted cash flow analysis. This analysis requires management to make significant
assumptions and estimates which may cause material adjustments to the carrying amounts of financial assets
and financial liabilities in future periods, These assumptions are not fully supportable by ohservable market
prices or rates, The Company uses varioos significant assumptions for determining fair value of financial assets
and liahilities and Ineorporates information about other estimation uncertainties as well

LSS & CO
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26.5 Significance of fair value accounting estimates to the Company's Anancial position and performance

The Company uses falr value accounting for its financlal Instrements in determining its overall financial position
ang i making decisions about individual financial nstruments. This approach reflects the judgement of the
Company about the present value of expected future cash flows relating to an instrument. The managenient
belleves that fair value information is relevant to many decisions made by users of lnancial statements as it
permits comparisan of financial instruments having substantially the same economic characteristics and
provides neutral basis for assessing the management's stewardship by indicating effects of its decisions o
acquire; sell or held financial assets and to incur, maintaln of discharge Moancial labilities,

27  FINANCIAL RISK EXPOSURE AND MANAGEMENT
The Company may have ekposures to credit risk, liquidity risk and market risk from lts use of financial instruments.

The board of directors has overall responsibillty for the establishment and oversight of Company's rish management
framewark The board s also responsible for developing and monitoring the Company’s risk management policies.

27.1 Creditrisk
27.1.1

Exposure to credit risk

Credit risk is the risk of financial loss to the company If a customer ar counter party to a
finangial instrument fails to meet its contractual obligations, and arlses pl‘]tn‘]puﬂ}-‘ from the
leng-térm deposits, trade debts, trade deposits and other receivable, acerued mark-up and cagh
and bank balances. The carrying amount of financial agsets represents the maximum credit
exposure. The maximum exposure toocredit risk ot the reporting date is as (ollows:

Trade deposits and other recelvable - 145,097
Bank balances 4618492 4,473,201
4 618,492 4,618,298
The credit guality of Company’s bank balances can be assessed with reference to exeernal credit ratings as
follows:;
. Rati
i A iy Short term | r]lfmg term
Habib Bank Limited JCR-VIS A1+ T AAA
Standard Chartered Bank Ltd. PACRA Al+ AAA
Bank Al Halib Limited FACRA Al AAA
Askari Bank Limited PACRA Al Al
Hahib Metropolitan Banle Led. PACRA Al Ads
Sindh Bank Limited VIS A-1 N+
Allied Bank Limited PACRA Als AAA
National Bank of Pakistan PACRA Al+ AAA
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7.2

17.3

Liguidity risk
Liguidity risk is the risk that an entity will encounter difficulties in meeting obligations asseciated with financial
lizhilities. The Company is facing difficulty in makntalning sulficient level of liquidity due to financial problems
as all the banks and financlal Institetions have blocked [/ ceased their finance Raclities and filed suits for
recovery of these finances,

7 [ A
Carrving Dhae swithin one | Due afferone | Carryimg Dhue ;'l:l;]"il.l'l ane | Dua afwer nne
__amount year year | amount year yrar
| Rupees

lLaan fram sissociotes and abhor y
partiis o ANLTM IETAMTH - 264 292,234 I842922%
Trade and other payables 11, 574450 115746590 - 11,508,190 11,905,190
Primcipal payable to bankng
compunilies a5 par schome af 1,532,088 000 1.5322.055,00 . 1,522,055, 1¥X] 1522 0065,000
ArTANSRITWeEL
Mark - up Frat':ﬂ:!h' bt bﬂ.l'lLI:l'lE
COmpanies a% per srheme of IFTTSN.590 AFTSALO90 = 97,330 599 397 585,939
arialh el

2T18598.423 ;'.ILA,!‘HMH - _ 215, i i b g e P |

In order to manage Hoguidity risk, the management :\Ii:l'ng with {ts restructuring agent (a leading bank) and a fL'U.
other banks are negotiating with banks / financial [nstitutions for restructuring of principal and mark-up /
interest and rescheduling of repayment terms as detailed in note 1.2 wo the financial statements and the
management envisages that sufficient financial resources will be avallable to manage the liquidity risk

Market risk
Marlket risk is the risk that the value of the financial instruments may fuctuate as a result of changes In market
Interest rates or the market price due to a change in credit rating of the issuer or the Instrument, change in
market sentiments, speculative activities, supply and demand of securities and liguidity in the market.
(&) Currency risk
Currency risk is the risk that the fair value of future cash Aows of & fnancial instrument will
fluctizate because of changes in foreign exchange rates.
At reporting date, the Company Is not exposed to currency risk that's why currency risk analysis
has not been provided.
(b} Interest rate risk
Interest rate cisk is the risk that fair value or futire cash flaws of 3 financial instrument will
fiuctuate because of changes in market interest rates.
Majurity of the intecest rate risk of the Company arises from borrowings from banks and
depnosits with banks Howsver, the Company 5 not providing for mark-up/interest on its
borrowings and lahilitles due to litigation with banks and financial Institutions as detalled In
note 19.1.1 At the reporting date the profile of the Company's interest bearing Anancial
instruments is as follows;

Fixed rate instruments

Financial assets 23,634,803 23634503
Financial Habilities - -
Variable rate Instruments

Financlal assets 4,364,729 4,405,321
Finarcinl labilities - -

274 Off balance sheet items

Bank guarantees issued in ordinary eourse of business 28.819,774 28,819,772
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17.5 Capital risk management
There was no change in the Company's approach to capital mansgement during the year, Further, the Company
is not subject to externally imposed to capital requirements, except those, related to malntenance of debt
covenants, commonly {mposed by the providers of debt finance which the Company could not comply as at the
reporting date,

RELATED PARTY TRANSACTIONS

Related partles comprise of assoctated companies, directors of the Company, key management personnel, companies in
which directorg, key management personne! and close members of the Familles of the direetors and key managoment
personne! are interested. The Company, In the normal course of business, carries out transactions with various related
parties. Remuneration of the ey management personmel 15 disclosed in note 36. Amounts dae from and to related

parties are shown under lodan from associate dand others. Other significant transactions with related parties are o8
fol lewwesa.

Name of related Relationship Transactions 2023 2022
party Rupepes Rupees
Mr. Tanveer Ahmad Shareholder fsponsar Recoeipt of loan 3,140,500 2,556,000
CAFACITY AND PRODUCTION
mMumber of spindles Installed 24,096 24,096
Installed capacity In kilograms after conversion
into 20 /2 counts Kg. 8,029 854 H.029,.E54

291 The Company has not carried oot any operations during the current reporting financial year due to the
circumstances as disclosed in note 1.2 resulting In cessation of operations.

MUMBER OF EMPLOYEES

Mumber of emplovees asat June 30,2023 - 2

Average number of employees during the year - 1
N FOR ISSUE

DATE OF AUTHORIZATION F b ﬂ 8 ﬂE-T ﬂﬂ?l

These financial statements hiave been authorized for issue an

Compony, o
LSS & CO

by the Board of Directors of the

—Hohazl-M ﬁ)lm Gu ’,}{'. Mol

CHIEF EXECUTIVE CHIEF FINANCIAL OFFICER DIRECTOR



Form of Proxy

Gulistan Spinning Mills Limited

I'We being member of Gulistan Spinning Mills Limited holder of
ordinary shares as per Share Register Folio No. and/or CRC
participant 1.D, No. Account No hereby appoint__
who is also member of Gulistan Spinning Mills Limited vide Folio No._
or CDC participant 1.D. No. Account No. or failing him/her
of Mr.___ of who 1s alse member of Gulistan Spinning Mills Limited vide
Folio No. or CDC participant LI No./_____ AccountNo. ______as my/our

proxy to attend, speak and vote for me/us and on my/our behalf at the Annual General
Meeting of the Company to be held on 28" October 2023 at 09:30 am and at any

adjournment thereol.

As witness my/our hand this day of 2023 | Appropriate

Signed by the said Revenue

Witness |:- ‘ Stamp

Name:-

Adress:-
CNIC:-
Witness 2:-

MName:-

Adress:-
CNIC:-

Notes:

1, The Proxy in order to be valid must be duly stamped, signed and witnessed and be deposited with
the Company not later than 48 hours before the time of holding of Meeting.

2. The proxy must be a8 member of the Company.

3. Signature should agree with the specimen signature, registered with the Company.

4. CDC Sharcholders. entitled to attend and vote at this meeting, must bring with them their National
Identity Card/Passport in original to prove his/her identity, and in case of Proxy must enclose an
attested copy of his/her NIC or passport.

3. Representative of corporate members should bring the usval documents required for such purpose
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GULISTAN SPINNING MILLS LIMITED
CATEGORIES OF SHAREHOLDERS
AS AT JUNE 30, 2023

Mo. of Share No. of Shares
Particulars Percentage
Holders Held

irectors, Chiaf Exscutlve Officer, Their Spouses and
finar Children 7 4,089 0.03
Assoclated Companies, Underakings and Relazed
Parties 1 202,777 138
NIT & ICP F Gad .01
Banks, Development Finance Institutions, Non- Banking
Financlal Institutions a 426,492 2.891
loint Stock Companies 5 78,350 0.54
General Public {L.ocal) 1,728 8,386,971 57.28
Other Cormpaniss ] 5,541,157 37.85

1,755 14,641,000 100.00




GULISTAN SPINNING MILLS LIMITED
CATEGORIES OF SHAREHOLDERS
AS AT JUNE 30, 2023

A)

¢

D}
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F)
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H)

ASSOCIATED COMPANIES, UNDERTAKINGS AND RELATED PARTIES

Paramount Spinning Mills Limited

NIT & ICP

IDBL (ICP UNIT})
Investment Corporation of Pakistar

DIRECTORS, CHIEF EXECUTIVE OFFICER, THEIR SPOUSES
AND MINOR CHILDREN

DIRECTORS

wir, Muhammad Junaid

wvir. sohall Magsood
Mr.Muhammad Akhtar Mirza
mr.Muhammad Ashraf Khan
MIr.Abid Sattar

Mrs.Zarga Asif
MR.Muhammad Arif

SPOUSES

BANKS, DEVELOPMENT FINANCIAL INSTITUTIONS, NON
BANKING FINANCIAL INSTITUTIONS, INSURANCE COMPANIES,
MODARABAS & MUTUAL FUNDS

BANKS

MNational Bank of Pakictan
The Bank of Punjab, Treasury Division

OTHER COMPAMNIES
JOINT STOCK COMPANIES

GENERAL PUBLIC {LOCAL)

TRADING IN THE SHARES OF COMPANY DURING THE YEAR BY THE
DIRECTORS, CHIEF EXECUTIVE OFFICER, CHIEF FINANCIAL OFFICER,
COMPANY SECRETARY AND THEIR SPOUSES AND MINOR CHILDREN

SHARES
202,717

464

500
550
500
D86
200
200
353

148,952
277,500

5,541,157
78,550
8386971

14,641,000

MIL
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