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PARAMOUNT SPINNING MILLS LIMITED

CORPORATE VISION / MISSION STATEMENT

VISION

We aim at transforming PSML into a complete textile unit to further explore international
market of very high value products. Our emphasis would be on product and market
diversification, value addition and cost effectiveness. We intend to fully equip the
Company to acquire pioneering role in the economic development of the Country.

MISSION

The Company should secure and provide a rewarding return on investment to its
shareholders and 1nvestors quality products to its customers, a secured and environment
friendly place of work to its employees and present itself as a reliable partner to all
business associates.



PARAMOUNT SPINNING MILLS LIMITED

NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that Annual General Meeting of Paramount Spinning Mills
Limited (the “Company”) will be held at 2" Floor Finlay House, LI. Chundrigar

Road,

Karachi on Thursday 24™ October, 2019 at 11:00 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 fbr the financial year ended on June 30, 2019 together with
Directors’ and Auditors’ Reports thereon.

3- To appoint auditors of the company for the next financial year 2019-2020 and
fix their remuneration. The retiring Auditors M/s Baker Tilly Mehmood Idress
Qamar, 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 Order of the Board
Muhammad [jaz
Lahore: Company Secretary

October 03, 2019

NOTES:

1-

.
The share transfer books of the company will remain closed and no transfer of
shares will be accepted for registration from 17" October, 2019 to 24"
October, 2019 (both days inclusive).

A member chtitled 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 I.ﬁ? &their account number at the time of meeting in order to
facilitate identification. In case of corporate entity, a certified 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 Chamber, Hasrat Mohani Road, Karachi.
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PARAMOUNT SPINNING MILLS LIMITED

Director’s Report to Shareholders

The Directors of the 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, 2019 at
the Annual General Meeting of Company.

Overview

The year under review has also been proved difficult period. The on-going financial
impediments have obstructed the operations of the Company. The root cause for this
obstruction had been non-availability of working capital facilities which were blocked by the
banks/financial institutions unilaterally, and resultantly the Company could not purchase raw
material to run the mills.

The debt amortization profile, higher interest cost and associated liquidity problems have
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 approved and signed by majority of the secured creditors and duly
filed before the Sindh Hig;'g Court at Karacht (Court). The meeting of the Members of the
Company has also been held as per direction of the Court wherein the Scheme of
Arrangement was duly approved by the requisite majority and the report in this behalf was
duly submitted by the Chairman appointed by the Court. As per the Scheme of Arrangement
all the litigation will be withdrawn by all the creditors.

Operating & Financial Performance

Operating indicators 2019 2018
(Rupees) 1 (Rupees)
Sales - ¥ -
Cost of Sales - -
Financial cost 140,517,490 95,957,748
Pretax Profit/ (Loss ) (237,870,340) (144,839,600)
Provision for taxation 52,345,645 14,106,308
Profit / (Loss) after taxation (185,524,695) (130,733,292)

Future Outlook

The restructuring process is expected to be completed soon, once the ongoing reconciliation
& restructuring process is completed, we would be in better position to structure the way
forward.

Auditors’ Observations

» Auditors’ Observation regarding going concern, It is worth noting that the Scheme of
Arrangement is not only signed by the majority of the banks/financial institutions, but
has also been approved by the requisite majority of the members pursuant to the
orders of the Court. All pending litigation by or against the Company will be
withdrawn by the respective parties as contemplated in the Scheme of Arrangement,
subject to sanction of the Scheme of Arrangement.



>

The Management is making utmost efforts to recover from the present financial crises
and has made its best and maximum possible efforts to come out from the prevailing
crisis. Reluctantly, the Management has to retrench most of their manpower strength
and has taken steps towards resource conservations. The Management therefore is of
the view that after restructuring of debts going concern observation will be resolved.

Company during this year fully provided the amount of mark-up in the annexed
financial statement as per the amount confirmed by all the banks/financial institutions
in the Scheme of Arrangement.

In the annexed financial statement, the amount of loan has taken from the Scheme of
Arrangement which is confirmed by the secured creditors and submitted in Sindh
High Court for approval of the Scheme of Arrangement. The auditor shows their
reservation only that they have not received the confirmation directly from the Banks
to them as per their normal audit procedure.

The Company is very hopeful that with restructuring and settlement of amounts,
release of security in post settlement scenario, the financial health of the Company
will be improved which will enable the Company to focus on new profitable avenues.

Stock in trade is not verifiable due to various godowns are sealed as per the court
order(s). The godown will be de-sealed after approval of the Scheme of Arrangement.

Corporate Governance

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

Board meetings and attendance

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

Name of Director No of meeting
attended

Mr. Muhammad Akhtar Mirza
Mr. Sohail Magsood ‘
Mr. Iftikhar Ali :
Mr. Muhammad Ashraf Khan L
Mr. Muhammad Magbool Anjum

Mr. Abid Sattar

Mr. Hussain Ather

SR N T - R

Leaves of absence were granted to the members who could not attend the meetings.

Audit Committee

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:

Mr. Muhammad Magbool Anjum 1
Mr. Hussain Ather 4
Mr. Muhammad Akhtar Mirza ' 4

HR & Remuneration Committee

i

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



Internal Audit Function

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

Internal audit findings 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 system of internal control is sound and has been effectively implemented and
monitored. : .

. The Board is satisfied that there is no concern as regard to going concern under the
Code and as duly explained in note 1.3 of Financial Statements.

. There has been no material departure from the best practices of corporate governance
as detailed in the listing regulations of the stock exchange.

. 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 on June 30, 2019 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

The Profit / (loss) per share of the Company for the period ended June 30, 2019 was
Rs.(10.69) as compared to the previous year restated of Rs (7.53).

Dividends §

] ..
Due to circumstances discussed above, the Board of Directors does not recommend dividend
for the year ended on June 30, 2019.

Code of Conduct

The code of conduct has been developed and has been communicated and acknowledged by
each Director and Employee of the company.

Corporate Social Responsibility

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

Web presence

Annual and periodical financial statements of the Company are also available on the
Company website www.gulshan.com.pk for information of the shareholders and others.




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 exchange in Pakistan.

Trading in Company’s Shares

During the year under review the trading in shares of the Company by the Directors, Chief
Executive Officer, Chief Financial Officer, Company Secretary and their spouse and minor
children is Nil.

Statement on Value of Staff Retirement Benefit
As on June 30, 2019 deferred liability for gratuity is Rs. 21,436,703/-
Auditors |

Messrs.” Baker Tilly Mehmood Idrees Qamar , 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 2019-2020.

Pattern of Shareholding

The pattern of shareholding as at June 30, 2019 including the information under the code of
corporate of governance is annexed. -

Acknowledgement

The Board wishes to place on record its appreciation for the employees, members of
management team for their efforts, commitment and hard work. :

On behalf of the Board

Lahore October 02, 2019
Muhammad Akhtar Mirza Sohail Maqsood

chairman Chief ‘igxecutive
)
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STATEMENT OF COMPLIANCE WITH THE LISTED COMPANIES
(CODE OF CORPORATE GOVERNANCE) REGULATIONS-2017

Year Ended June30, 2019

The company has complied with the requirements of listed Companies (Code of Corporate
Governance) Regulation-2017 (the regulations) in the following manner

1-

10.

11.

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. Hussain Ather
Executive Directors Mr. Sohail Magsood . Mr.Muhammad Ashraf Khan
Non-Executive Mr. Muhammad Akhtar Mirza , Mr. Abid Sattar, Mr.
Directors : Iftikhar Ali , Mr.Hussain Ather , Mr.Muhammad Magbool
Anjum

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

All the resident directors are registered as taxpayers and none of them has defaulted in
payment of any loan to a banking company, a DFI or an NBFI or, being a member of a stock
exchange, has been declared as a defaulter by that stock exchange.

No Casual vacancies occur in the Board during the period under review.

The company has prepared a “Code of Conduct” and has ensured that appropriate steps
have been taken to disseminate it throughout the company along with its supporting policies
and procedures.

The Board has developed a Vision/Mission statement, overall corporate strategy and
significant policies of the Company. A complete record of particulars of significant policies
along with the dates on which they were approved or amended has been maintained.

All the powers of the Board have been duly exercised and decisions on material transactions
including appointmeiyt and determination of remuneration and term and conditions of
employment of the chief executive officer and executive and non-executive directors have
been taken by the Board.

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 has approved appointment of Chief Financial Officer, Company Secretary and
Head of Internal Audit, including their remuneration and terms and conditions of

employment.

The directors’ report for this year has been prepared in compliance with the requirements of
the CCG and fully describes the salient matters required to be disclosed.

The financial statements of the company were duly endorsed by CEO and CFO before
approval of the board.

The Board has formed an committees, comprising of members are given below.




12.

13.

14.

15.

16.

17.

18.

19.

20.

A) Audit Committee

Mr.Hussain Ather Chairman i
Mr.Muhammad Magbool Anjum Member ’
Mr.Muhammad Akhtar Mirza Member

B) HR & Remueration Committee

Mr.Iftikhar Ali Chairman
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 yearly / annually) are as per following.

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

b) HR & Remuneration Committee Four Meeting were held during the financial year.

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

The board has formed an HR and Remuneration Committee. At present it comprises of
three board members of whom two are non-executive directors and chairman of the
committee is a non-executive director.

The Company will appoint female as per CCG regulation-2017 within the due course of
time.

The board has set up an effective internal audit function.

The statutory auditors of the company have confirmed that they have been given a
satisfactory rating under the quality control review program of the ICAP, that they or any of
the partners of the firm, their spouses and minor children do not hold shares of the company
and that the firm and all its partners are in compliance with International Federation of
Accountants (JFAC) guidelines on code of ethics as adopted by the ICAP.

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 other requirements of the regulations—ZOl’?i\have been complied with.
H

On behalf of the board of Directors

Sohail Magsood » M.Akhtar Mirza'
Chief Executive Officer Chairman
Lahore October 02, 2019
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19.

20.

A) Audit Committee

Mr.Hussain Ather Chairman ‘,
Mr.Muhammad Magbool Anjum Member ’
Mr.Muhammad Akhtar Mirza Member

B) HR & Remueration Committee

Mr.Iftikhar Ali Chairman
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 yearly / annually) are as per following.

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

b) HR & Remuneration Committee Four Meeting were held during the financial year.

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

The board has formed an HR and Remuneration Committee. At present it comprises of
three board members of whom two are non-executive directors and chairman of the
committee is a non-executive director.

The Company will appoint female as per CCG regulation-2017 within the due course of
time.

The board has set up an effective internal audit function.

The statutory auditors of the company have confirmed that they have been given a
satisfactory rating under the quality control review program of the ICAP, that they or any of
the partners of the firm, their spouses and minor children do not hold shares of the company
and that the firm and all its partners are in compliance with International Federation of
Accountants (JFAC) guidelines on code of ethics as adopted by the ICAP.

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 other requirements of the regulations—ZOl’?i{have been complied with.
4

On behalf of the board of Directors

Sohail Magsood » M.Akhtar Mirza’
Chief Executive Officer Chairman
Lahore October 02, 2019
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Review Report ¢n the Statement of Compliance contained in Listed Companies (Code of Corporate
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We have reviewed
Regulations, 2017, ('
ended June 30, 2019

The responsibility fd

rulations, 2017

the enclosed Statement of Compliance with the Listed Companies (Code of Corporate Governance)
the Regulations”) prepared by the Board of Directors of Paramount Spinning Mills Limited for the year
in accordance with the requirements of regulation 40 of the Regulations.

r 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 rep
limited primarily to
comply with the Re

As a part of our aug
control systems suffi
Board of Directors’
such internal contro

The Regulations re
Committee, place be
compliance with th
compliance of this rd
recommendation of
for identification of
not.

Following instances
Statement of Compli

1. During the

responsibili
2. Nomination
3. The Compa

clauses (35)

Based on our review,
believe that the Stat
with the Regulations

Further, we highlig
paragraphs where th

Sr.# R

1
2

Pleer

—
I
BAKER TILLY gE

Chartered Accoun
Lahore

Name of Engagem

ort if it does not and to highlight any non-compliance with the requirements of the Regulations. A review is

inquiries of the Company’s personnel and review of various documents prepared by the Company to

gulations.

lit of the financial statements we are required to obtain an understanding of the accounting and internal

ient to plan the audit and develop an cffective audit approach. We are not required to consider whether the

ktatement on internal control covers all risks and controls or to form an opinion on the eftectiveness of
Is, the Company’s corporate governance procedures and risks.

quire the Company to place before the Audit Committee, and upon recommendation of the Audit

fore the Board of Directors for their review and approval, its related party transactions and also ensure

e requirements of section 208 of the Companies Act, 2017. We are only required and have ensured
quirement to the extent of the approval of the related party transactions by the Board of Directors upon
the Audit Committee. We have not carried out procedures to assess and determine the Company’s process

related parties and that whether the related party transactions were undertaken at arm'’s length price or

of non-compliance with the requirement(s) of the Regulations were observed which are not stated in the
hnce:

year, no orientation courses were arranged for its directors to apprise them of their duties and
Lies.

committee and risk management committee are not formed by the board.

Ny has not prepared, published and circulated quarterly unaudited financial statements as required by
of the Code.

except for the above instance(s) of non-compliance, nothing has come to our attention which causes us to
tment of Compliance does not appropriately reflect the Company’s compliance, in all material respects,
as applicable to the Company for the year ended June 30, 2019.

tted below instances of non-compliance with the requirements of the Regulations as reflected in the
p'se are stated in the Statement of Compliance.

eference Description
1 The Company has appointed only one independent director.
16 The Company has not appointed any female director on its board.
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INDEPENDENT AUDITOR’S REPORT +92 (042) 3586-0550
Fax:+92 (042) 3584-5040
To the members of Paramount Spinning Mills Limited
Report on the Audit of the Financial Statements

Opinion
We have audited the annexed financial statements of Paramount Spinning Mills Limited (the
Company), which comprise the statement of financial position as at June 30, 2019, and the statement
of profit or loss and 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 policies and other explanatory information, and we state that we have
obtained all the information and explanations which, to the best of our knowledge and belief, were
necessary of the purposes of the audit.

In our opinion and to the best of our information and according to the explanations given to us,
because of the significance of the matters discussed in basis for adverse opinion paragraph, the
statement of financial position, statement of profit or loss and other comprehensive income, the
statement of changes in equity and the statement of cash flows together with the notes forming part
thereof do not conform with the accounting and reporting standards as applicable in Pakistan and
do not give the information required by the Companies Act, 2017 (XIX of 2017), in the manner so
required and respectively do not give a true and fair view of the state of the Company’s affairs as at
June 30, 2019, and of the loss and other comprehensive loss, the changes in equity and its cash flows
for the year then ended.

Basis for Adverse Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as
applicable in Pakistan. Our responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Company in accordance with the International Ethics Standards Board for
Accountants” Code of Ethics for Professional Accountants as adopted by the Institute of Chartered
Accountants of Pakistan (the Code) and we have fulfilled our other ethical responsibilities in
accordance with the Code. We believe that the audit evidence that we have obtained is sufficient
and appropriate to provide a basis for our adverse opinion.

a) We have not received year-end confirmations from banks and financial institutions in respect of
bank balances aggregating Rs. 3.914 million (note 15.1), payable to banking companies under
scheme of arrangement (note 26.1) amounting Rs. 2.701 billion (note 20) and accrued mark-up /
interest amounting Rs. 671.296 million (note 25). Further, year-end bank statements from all
banks and financial institutions in respect of bank balances and borrowings were also not
available;

b) Certain litigations have been filed by/against the Company as disclosed in note 26.2 to these
financial statements. The legal counsel of the Company in their respective direct responses to
our confirmation requests, have not provided us the assessment of potential outcome of these
litigations, whereas the management of the Company is of view that it is contesting these
litigations on merits as well as cogent factual and legal grounds. We do not concur to the
management’s view on outcome of these litigation%

y an independent member of
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We have not received year-end direct balance confirmations from the creditors of the Company,
hence, we do not concur to the break-up value/actual settlement value of trade and other
payables amounting Rs. 51.586 million (note 24);

As discussed in note 4 and 18 to the accompanying financial statements, freehold and leasehold
land, buildings on freehold and leasehold land, plant and machinery, electric installation and
mills equipment are carried at revaluation model. The Company has not carried out revaluation
exercise of an item of land, that constitute departure from provisions of “Property, Plant and
Equipment (IAS - 16)”. Accordingly, we do not concur to appropriateness of the carrying value
of an item of land and related surplus on revaluation on that land and disclosures thereof, in the
financial statements; and

Stock-in-trade aggregating Rs. 66.022 million has not been verified.

Key Audit Matter(s)

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 a whole, forming our opinion thereon, and we do
not provide a separate opinion on these matters. In addition to the matters described in the basis for
Adverse Opinion section, we have determined the following matters to be the key audit matters to
be communicated in our report.

Key audit matter How the matter was addressed in our audit.

1. Valuation of disposal group under scheme of | Our audit procedures include the following:
arrangement.

As referred to in note 5 to the accompanying |~ Inquired and discussed with

financial statements, the directors have decided to management to develop an

settle its liabilities to secured creditors through sale
of items of property, plant and equipment under the
scheme of arrangement.

We have considered the above as a key audit matter
due to the significant number of items of property,
plant and equipment classified as disposal group
under scheme of arrangement.

understanding of management for
classification of items of property, plant
and equipment as disposal group under
scheme of arrangement;

Read minutes of meeting of board of
directors for approval of items of
property, plant and equipment to classify
and present as disposal group under
scheme of arrangement;

Obtained copy of the scheme of
arrangement, duly signed by majority of
secured  creditors (i,e.  banking
companies) to establish complete
understanding of the Scheme;

Obtained copy of revaluation report
carried out by the restructuring agent -
United Bank Limited from management
to verify that carrying values disclosed in
the financial statements are appropriate.

=
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2. Other receivables Our audit procedures included the |
followings:

'

Refer to note 14 to the financial statements and
accounting policy in note 3.7 to the financial
statements.

The Company has significant balance of other
receivables comprising of sales tax refunds, which
have been cutstanding over previous years.

We identified recoverability of sales tax refundable
as a key audit matter as it involves significant
management judgment in determining the
recoverable amount, timing and involvement of

Developed an  understanding  of
management process for recovery of
sales tax;

Obtained copy of annual sales tax return
to verify amount of refundable;

Checked relevant provisions of the Sales
Tax Act, 1990 to establish the amount,
timing and other matters incidental to
the refundability of the sales tax.

legal/fiscal laws.

Information Other than the Financial Statements and Auditors Report Thereon

Management is responsible for the other information. The other information comprises the
information included in the Annual Report, but does not include the financial statements and our
auditors' report thereon.

Our opinion on the financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.

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 or otherwise appears to be
materially misstated. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have nothing to
report in this regard.

£
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 requirements
of Companies Act, 2017, and for 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 relating 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.

Board of directors are responsible for overseeing the Company’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs as applicable in Pakistan will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
/
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considered material if, individually or in the 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 omissions,
misrepresentations, or the override of internal control.

¢ Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company’s internal control.

e FEvaluate 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, whether a material uncertainty exists
related to events or conditions that may cast significant doubt in 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 opinion. Our conclusions
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 a manner that achieves fair presentation.”

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 in our audit.

We also provide the board of directors with a statement that we have complied with relevant ethical
requirements 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 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 doing so
would reasonable be expected to outweigh the public interest benefits of such communications.

Report on Other Legal and Regulatory Requirements

Based on our audit, we further report that in our opinion:
a) proper books of accounts have been kept by the Company as required by the Companies

Act, 201722
B
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b) because of the matters described in Basis for Adverse Opinion section, the statement of
financial position, the statement of profit or loss and other comprehensive income, the
statement of changes in equity and the statement of cash flows together with the notes
thereon have not been drawn-up in conformity with the Companies Act, 2017, and
however, the same are in agreement with the books of accounts and returns;

¢) 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 Ushr Ordinance, 1980 (VIII of
1980).

Other Matter
The financial statements of the Company, for period under consideration, have been prepared on

liquidation / break-up value basis as disclosed in note 2.2 to the financial statements.

The engagement partner on the audit resulting in this independent auditor’s report is Bilal Ahmed Khan.

Pribeer /L@ Mehwsed Jpees Drway~
BAKER TILLY MEHMOOD IDREES QAMAR
Chartered Accountants

Lahore.
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PARAMOUNT SPINNING MILLS LIMITED
STATEMENT OF FINANCIAL POSITION
AS AT JUNE 30, 2019

2019 2018 2017
Restated Restated
Note Rupees Rupees Rupees

ASSETS
Property, plant and equipment 4 8,451,021 1,627,665,102 1,659,648,417
Disposal group under scheme of arrangement 5 1,478,832,219 - -
Long-term investments 6 - - -
Long-term deposits 7 - 7,077,559 7,077,559
Stores, spare parts and loose tools 8 - 6,293,191 8,390,921
Stock-in-trade 9 66,021,649 66,021,649 88,028,866
Trade debts 10 - 8,997,093 17,355,889
Loans and advances 11 - 14,568,885 14,090,609
Accrued mark-up / interest 12 - 689,018 689,018
Short-term investment 13 - - -
Other receivables 14 15,812,505 99,123,615 103,956,009
Bank balances 15 3,914,769 6,820,362 9,434,041
Total assets 1,573,032,163 1,837,256,474 1,908,671,329
EQUITY AND LIABILITIES
Share capital and reserves
Share capital . 16 173,523,290 173,523,290 173,523,290
Reserves 17 475,400,000 475,400,000 475,400,000
Accumulated loss (4,207,676,373)  (4,027,803,432)  (3,906,882,038)
Surplus on revaluation of operating fixed assets 18 877,433,408 910,028,166 919,840,064

(2,681,319,675)  (2,468,851,976)  (2,338,118,684)
Sub-ordinated loan 19 175,000,000 175,000,000 175,000,000
LIABILITIES
Payable to banking companies under scheme of arrangement 20 2,701,702,000 2,611,333,146 2,613,067,351
Loan from associates and other parties 21 587,380,852 587,792,542 599,918,939
Post employment benefits payables 22 21,436,703 22,037,791 24,924,300
Deferred taxation 23 - 143,611,962 157,718,270
Trade and other payables 24 96,417,447 130,145,179 135,267,530
Accrued mark-up / interest 25 671,296,000 635,068,994 539,774,787
Unclaimed dividend 1,118,836 _. 1,118,836 1,118,836

4,079,351,838 4,131,108,450 4,071,790,013
Contingencies and commitments 26 - - -

Total equity and liabilities

1,573,032,163

1,837,256,474

1,908,671,329/,
%"

e

Director

The annexed notes 1 to 44 form an integral part of these financial statements.
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PARAMOUNT SPINNING MILLS LIMITED

STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED JUNE 30, 2019

Sales
Cost of sales

Operating cost
Administrative expenses
Other expenses |

Other income

Loss from operations
Finance cost

Loss before taxation
Taxation

Loss after taxation

Loss per share - basic and diluted

Note

27
28

29
30
31
32

33

34

35

2019 2018
Restated
Rupees Rupees
(27,558,273) (56,449,598)
(3,096,724) (2,811,541)
(138,917,583) -
72,219,730 10,379,287
(97,352,850) (48,881,852)
(97,352,850) (48,881,852)
(140,517,490) (95,957,748)
(237,870,340) (144,839,600)
52,345,645 14,106,308
(185,524,695) (130,733,292)
(10.69) (7.53)

The annexed notes 1 to 44 form an integral part of these financial statements.
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PARAMOUNT SPINNING MILLS LIMITED
STATEMENT OF OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2019

Loss after taxation
Other comprehensive income

Impairment loss on operating fixed assets
Reversal of deferred tax liability related to surplus on revaluation
Derecognition of deferred tax liability on surplus on revaluation

Total comprehensive loss for the year

2019 2018
Restated
Rupees Rupees
(185,524,695) (130,733,292)
(118,209,321) -
34,280,703 -
56,985,614
(26,943,004)
(212,467,699)

The annexed notes 1 to 44 form an integral part of these financial statements.
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PARAMOUNT SPINNING MILLS LIMITED
STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED JUNE 30, 2019

Balance as at July 1, 2017 - as
previously stated

Effect of recognition of mark-up under
scheme of arrangement

Balance as at July 1, 2017 - as restated
Loss for the year- restated

Surplus on revaluation of
operating fixed assets realised
on account of incremental
depreciation for the year

Balance as at June 30, 2018 -as restated

Loss for the year

Other comprehensive loss

Surplus on revaluation of
operating fixed assets realised
on account of incremental
dep’reciation for the year

Balance as at June 30, 2019

The annexed notes 1 to 44 form an integral part of these financial statements.

0y M

Chief Executive

Capital reserve Reserves
Share X
capital Share Revaluation General Accumulated Total
premium surplus reserve loss
(Rupees)
173,523,290 15,400,000 919,840,064 460,000,000  (3,403,410,038)  (1,834,646,684)
- - - - (503,472,000) (503,472,000)
173,523,290 15,400,000 919,840,064 460,000,000  (3,906,882,038)  (2,338,118,684)
- - - - (130,733,292) (130,733,292)
- - (9,811,898) - 9,811,898 -
173,523,290 15,400,000 910,028,166 460,000,000  (4,027,803,432)  (2,468,851,976)
- - - - (185,524,695) (185,524,695)
- . - (26,943,004) - - (26,943,004)
- - (26,943,004) - (185,524,695) (212,467,699)
- - (5,651,754) - 5,651,754 -
173,523,290 15,400,000 877,433,408 460,000,000  (4,207,676,373)  (2,681,31 9,6%

Chief Financial Officer
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PARAMOUNT SPINNING MILLS LIMITED
STATEMENT OF CASH FLOW
FOR THE YEAR ENDED JUNE 30, 2019

CASH FLOWS FROM OPERATING ACTIVITIES
Cash generated from/ (used in) operations

Finance cost paid

Interest received

Income tax paid

Staff retirement benefits - gratuity paid

Net cash (used in) / from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from disposal of property palnt and equipment
Net cash from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
(Payments)/receipts against:

Loan from associates and other parties .
Payable under scheme of arrangement

Net cash used in financing activities

Net decrease in cash and cash equivalents during the year

Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

2019 2018
Restated
Note Rupees Rupees

36 517,657 11,396,189
(3,166,822) (663,541)

23,349 14,092
(4,381) (10,674)
(624,700) (2,913,011)

(3,254,897) 7,823,055

760,994 1,542,602

760,994 1,542,602
(411,690) (725,000)
- (11,254,337)
(411,690) (11,979,337)
(2,905,593) (2,613,680)

6,820,362 9,434,041

15 3,914,769 6,820,362

The annexed notes 1 to 44 form an integral part of these financial statements.
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PARAMOUNT SPINNING MILLS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2019

1 LEGAL STATUS AND OPERATIONS

1.1 Paramount Spinning Mills Limited ("the Company") was incorporated as a public limited company on
August 22, 1981, and its shares are listed on Karachi and Lahore Stock Exchanges (now Pakistan Stock
Exchange Limited). The Company is principally engaged in progressive manufacture and sales of
cotton yarn, garments and yarn dyeing.

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

Sr. # Manufacturi'ng units Address
and offices
1 |Spinning unit-I Plot - O/2, Site Kotri, Sindh, Pakistan
2 |Stitching unit-I1I 18 Km Riawind Road, Lahore, Pakistan.
3 |Dyeing unit-IV 18 Km Riawind Road, Lahore, Pakistam
4 |Heme Textile unit-V 18 Km Riawind Road, Lahore, Pakistan.
5 |Registered office 2nd Floor, Finlay House, LI.Chundrigar Road, Karachi, Pakistan
6 |Regional Office 2nd Floor, Garden Heights, 8-Aibak Block, New Garden Town,Lahore, Pakistan

1.2 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”). The said Scheme has been approved by the Board
of the Company on March 03, 2019 and submitted to the Honorable High Court of Sindh on March 15,
2019 for approval. Under this Scheme, the existing financial obligations / liabilities of the Company
towards the secured creditors shall be settled by way of sale of moveable and immovable items of
property, plant and equipment (“charged assets”) of the Company and payment of the proceeds
thereof to the secured creditors as contemplated under this Scheme along with incidental ancillary
matters, thereto.

The said Scheme has been agreed-upon by the majority of the secured creditors and shareholders of
the Company as stipulated in the Act, in their respective meeting held on July 01, 2019. The Scheme
has been filed before the Honorable High Court of Sindh for an order passed in this respect. On order
of the Court, the Scheme would be binding on the Company, along with all the shareholders,
creditors - secured or otherwise, stakeholders and any other regulatpry / statutory bodies of/ or with
respects to the Company. The Scheme seeks to record the terms and conditions of a legally binding
compromise and arrangement between the secured creditors on one part and the Company and its
directors and sponsors on the other part, for ensuring, inter alia, the settlement of the existing
liabilities 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
immovable items of property, plant and equipment of the Company, by and under the
supervision of the Asset Sale Committee, the proceeds from which are to be distributed inter
se the secured creditors in accordance with the provisions of this Scheme;

" ¢) Pooling of securities over the charged assets which are available 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 liabilities - principal portion (irrespective of charge), upon the release of the
security interests over the charged assets for the purposes of consummating the sales thereof
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in the manner prescribed under the Scheme;

d) Release of the pledged stock, and sales thereof for the purposes specified under the Sche



e)  Provision of the additional Security by the Company to form part of the Sale Assets (“charged
assets plus additional security”) which shall be sold in the manner detailed in the Scheme;

f)  The withdrawal of all legal proceedings (refer to note 26.1), which shall be subject to sale of
the Assets and pledged stocks and completion of all relevant formalities, in accordance with
the provisions of this Scheme; and
This Scheme shall become binding, operative and effective as soon as an order is passed by
the Court under Section 279 / 282 of the Act, sanctioning the Scheme and making any
necessary provisions under Section 282 of the Act, or such other date as stipulated by the
Court (the “Completion Date”).

1.3 Summary of significant transactions and events affecting the Company's financial position and

performance

- 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”) as described in note 1.2.

- Due to the Scheme described in note 1.2 to these financial statements, the directors have
determined that the going concern basis of preparation (as applied in previous years) is no
longer appropriate. (For detailed information please refer to note 2.2)

- There are no significant transaction and event affecting the Company's financials position and
performance during the year, other then those stated above.

2 BASIS OF PREPARATION .
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Statement of compliance

These financial statements have been prepared in accordance with approved accounting standards as
applicable in Pakistan. Approved accounting standards comprise of such International Financial
Reporting Standards (IFRS's) issued by the International Accounting Standards Board (IASB) as are
notified under the Companies Act, 2017, provisions of and directives issued under the Companies
Act, 2017. In case requirements differ, the provisions or directives of the Companies Act, 2017 shall
prevail.

Basis of measurement

Due to the Scheme described in noted 1.2 to these financial statements, the directors have determined
that the going concern basis of preparation (as applied in previous years) is no longer appropriate.
Accordingly, the financial statements have been prepared on liquidation/break-up basis, following
the intention of directors to settle the liabilities through proceeds%f disposal of items of property,
plant and equipment.

Impact of adopting the liquidation basis of preparation on measurement, classification of assets
and liabilities, and disclosures in the financial report.

Under the liquidation basis of preparation, assets and liabilities are measured at their liquidation
value. The liquidation value of assets is their net realizable value. Net realizable value is based on the
proceeds receivable on disposal less liquidation costs as detailed in the accounting policies noted
below. The liquidation value of liabilities is their expected settlement amount as detailed in the
accounting policies noted below. Any gains or losses resulting from measuring assets and liabilities to
the liquidation value are recognized in profit or loss or otherwise under the auspices of approved
accounting standards.

Under the liquidation basis of accounting, all assets and liabilities are classified as current. In
adopting the liquidation basis, the directors have continued to apply the disclosure requirements
ofapproved accounting standards to the extent they are relevant to the liquidation basis, and have
modified them where this is considered appropriate.

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

described belov/v/g\



Comparative information has not been restated, and is measured and presented on a going concern
basis.

Following table show how individual account heads are dealt in these financial statements:

Sr. # Account head Basis of measurement Adjustment
1 |p tv. olant and . ¢ Fair market value which approximates the net No adiust t has b 4
roperty, plant and equipmen . . o adjustment has been made.
perty, p P book value at the date of financial statements. )
Impairment charged to surplus
Disposal group under scheme of|Forced sale value as per revaluation carried In P . & i
2 on revaluation and statement of
arrangement October 2018. .
profit or loss.
3 |Long-term investments On estimated fair value basis. No adjustment has been made
4 |Long-term deposits Probability of recovery. To statement of profit or loss.
5 [Stores, spare parts and loose tools  [On estimated market value basis. To statement of profit or loss.
6 |Stock-in-trade On estimated market value basis.
7 [Trade debts Realizable values based on probability of recovery. |To statement of profit or loss.
8 |Loans and advances Realizable values based on probability of recovery. |To statement of profit or loss.
9  |Short-term investments On market value basis. No adjustment has been made
10 [Other receivables Realizable values based on probability of recovery. [To statement of profit or loss.
11 [Bank balances Undisputed/irrevocable balances. To statement of profit or loss.
12 [Subordinated loan On expected settlement value. No adjustment has been made
Surplus on revaluation of operatin
13 | P P 810n net book value. As per reporting framework.
fixed assets .
Payable to banking companies|As given in Scheme of Arragement agreed b
14 ¥ & P . gl' R . 5 & ¥ To statement of profit or loss.
under scheme of arrangement majority of banking companies.
Loan from associates and other .
15 . On expected settlement value. No adjustment has been made
parties
16 |Staff retirement benefits - gratuity  [On expected settlement value. No adjustment has been made
17 |Unclaimed divided On expected settlement value. No adjustment has been made
Charged to  surplus  on
18 |Deferred taxation On liquidation basis. revaluation and statement of
profit or loss.
19 [Trade and other payables On expected settlement value. To statement of profit or loss.
20 |Accrued mark-up / interest On expected settlement value. To statement of profit or loss.

Functional and presentation currency

These financial statements are presented in Pak Rupees, which is th& Company's functional currency.
All financial information presented in Pak Rupee has been rounded-off to the nearest Rupee except
stated otherwise.

Standards, interpretations and amendments to published approved accounting standards that are
effective in current year and are relevant to the Company

Following standards, interpretations and amendments to published approved accounting standards
are mandatory for the Company’s accounting periods beginning on or after July 01, 2018:

a) IFRS 9 ‘Financial Instruments’

b) IFRS 15 ‘Revenue from Contracts with Customers

¢) IFRS 15 (Amendments), ‘Revenue from Contracts with Customers

d) IAS40 (Amendments), ‘Investment Property’

e) IFRIC 22 ‘Foreign Currency Transactions and Advance Consideration’
f)  Annual Improvements to IFRSs: 2014 - 2016 Cycle

Most of the amendments listed above did not have any impact on the amounts recognised in prior
periods and are not expected to significantly affect the current or future periods.

Standards, interpretations and amendments to published approved accounting standards that
are not yet effective but relevant to the Companyq\






