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DEWAN TEXTILE MILLS LIMITED

DIRECTORS’ REPORT

IN THE NAME OF ALLAH; THE MOST GRACIOUS AND MERCIFUL
IF YE GIVE THANKS, | WILL GIVE YOU MORE (HOLY QURAN)

The Board of Directors of your Company is pleased to present unaudited condensed interim
financial information for the first quarter ended September 30, 2018 in compliance with the
requirements of section 237 of the Companies Act, 2017 and code of corporate governance
issued by Securities and Exchange Commission of Pakistan.

Overview

Textile sector being the largest manufacturing sector, which contributes to Foreign Exchange
earnings, continued to face distressed and adverse set of circumstances which hampered the
operations of several units, accordingly the company has also suspended its operations.

Operating results (Factory Shutdown):

Company’s net sales during the current as well as in the comparative period remained nil due
to closure of operations. The Company, for the time being, has suspended its manufacturing
operations since December 2015 which could not be resumed due to adverse scenario faced
by the industry, lesser market demand and working capital constraints.

The condensed interim financial information has been prepared using going concern
assumption as the company has approached its lenders for further restructuring of its
liabilities, which is in process. Management is hopeful that such revision will be finalized soon
which will enable the company to resume its operations.

Future Outlook

Management is endeavoring to resume the production of the company as soon as the
situation in near future improves, restructuring of the company is finalized and sufficient
working capital is provided. However, some initiatives from the government are also needed in
order to make the textile industry sustainable by reducing the cost of doing business,
especially smooth supply of gas at affordable tariff. Management is endeavoring to resume the
production of the company as soon as the situation in near future improves.

Conclusion

In conclusion, we bow beg and pray to Almighty Allah, Rahman-o-Rahim, in the name of our
beloved prophet Muhammad (Peace be upon him) for the continued showering of his
blessings, Guidance, strength, health and prosperity to us, our company, country and nation,
and also pray to Almighty Allah to bestow peace, Harmony, brotherhood and unity in true
Islamic spirit to whole of Muslim Ummah; Ameen: SummaAmeen

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

Ishtiag Ahmed Syed Muhammad Anwar

Chief Executive Officer Chairman Board of Directors

Dated: October 24, 2018
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CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION

AS AT 30TH SEPTEMBER, 2018

Sept 30, June 30,
2018 2018
EQUITY AND LIABILITIES (Un-Audited) (Audited)
SHARE CAPITAL AND RESERVES NOTES Rupees
Authorized share capital
50,000,000 (2018 : 50,000,000) ordinary shares of Rs. 10/- each 500,000,000 500,000,000
Issued, subscribed and paid up capital 460,646,090 460,646,090
Revenue Reserves 6 (3,304,574,447) (3,228,889,004)
Capital reserve
Surplus on revaluation of property plant and equipment 834,450,146 841,020,595
(2,009,478,211) (1,927,222,319)
NON CURRENT LIABILITIES
Long term financing 164,803,698 163,188,400
Deferred taxation 194,107,271 206,485,112
358,910,969 369,673,512
CURRENT LIABILITIES
Trade and other payables 179,844,411 179,386,866
Mark-up accrued 788,447,161 744,028,436
Short term borrowings 586,010,566 586,010,566
Liability for staff gratuity 50,808,126 50,808,126
Unclaimed dividend 254,206 254,206
Current and overdue portion of long term financing 2,930,630,585 2,930,630,585
4,535,995,055 4,491,118,785
CONTINGENCIES AND COMMITMENTS 7 - -
ASSETS 2,885,427,813 2,933,569,978
NON-CURRENT ASSETS
Property, plant and equipment 8 1,766,183,672 1,805,068,853
Long term investment 9 - -
Long term deposits 12,012,134 12,012,134
1,778,195,806 1,817,080,987
CURRENT ASSETS
Stores and spares 48,635,604 48,924,029
Stock in trade 10 706,044,419 706,044,419
Trade debtors - Unsecured 293,979,386 300,744,221
Advances - Considered good 2,518,243 2,506,044
Short term deposits and other receivable 4,123,088 4,120,116
Taxes recoverable - Net 45,693,068 45,675,889
Cash and bank balances 6,238,199 8,474,273
1,107,232,007 1,116,488,991
2,885,427,813 2,933,569,978

The annexed notes form an integral part of this condensed interim financial Information.

o

Ishtiaqg Ahmed %

S.M. Raza

Chief Executive Officer Chief Financial Officer
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DEWAN TEXTILE MILLS LIMITED

CONDENSED INTERIM STATEMENT OF PROFIT OR LOSS ( UN-AUDITED)
FOR THE FIRST QUARTER ENDED 30TH SEPTEMBER, 2018

September 30 September 30
2018 2017
NOTES Rupees
Sales - Net - -
Cost of sales (41,652,670) (49,614,826)
Gross loss (41,652,670) (49,614,826)
Operating expenses
Administrative and general expenses (1,142,019) (1,917,434)
Operating loss (42,794,689) (51,532,260)
Finance cost 1 (52,355,548) (51,446,855)
Other income 516,503 -
(51,839,045) (51,446,855)
Loss before taxation (94,633,734) (102,979,115)
Taxation
- Current - -
- Deferred 5,495,004 6,726,549
5,495,004 6,726,549
Loss for the period (89,138,730) (96,252,566)
Loss per share - Basic and diluted 12 (1.94) (2.09)

The annexed notes form an integral part of the interim condensed financial information.

Ishtiaqg Ahmed %

S.M. Raza Syed Muhammad Anwar
Chief Executive Officer Chief Financial Officer Chairman Board of Directors
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CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (UN - AUDITED)
FOR THE FIRST QUARTER ENDED 30TH SEPTEMBER, 2018

September 30 September 30
2018 2017
(Restated)
Rupees
Loss for the period (89,138,730) (96,252,566)
Other comprehensive income:
Effect of change in tax rates on balance
of revaluation on property, plant and equipment 6,882,838 7,750,779
Total comprehensive (loss) for the period (82,255,892) (88,501,787)

The annexed notes form an integral part of the interim condensed financial information.

oo

o

Ishtiag Ahmed S.M. Raza Syed Muhammad Anwar
Chief Executive Officer Chief Financial Officer Chairman Board of Directors
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DEWAN TEXTILE MILLS LIMITED

CONDENSED INTERIM STATEMENT OF CASH FLOWS (UN-AUDITED)
FOR THE FIRST QUARTER ENDED 30TH SEPTEMBER, 2018

September 30 September 30
2018 2017
CASH FLOWS FROM OPERATING ACTIVITIES Rupees
(Loss) before taxation (94,633,734) (102,979,115)
Adjustment for non-cash and other items:
Depreciation / amortization expense 38,201,684 43,144,575
Gain on sale of fixed assets (516,503) -
Unwinding of discount 2,864,402 2,644,616
Finance Cost 49,491,146 48,802,239
90,040,729 94,591,430
Cash outflows before working capital changes (4,593,005) (8,387,685)
Working Capital changes
(Increase)/ decrease in current assets
Stores & spares 288,426 -
Trade debtors 6,764,835 7,599,187
Advances (12,199) 241,655
Short term deposit and other receivable (2,972) (3,152)
7,038,090 7,837,690
Increase / (decrease) in current liabilities
Trade and other payable 457,545 1,158,101
Short term borrowings - 3,950,000
457,545 5,108,101
Cash generated form operations 2,902,630 4,558,106
Payments for:
Taxes - Net (17,179) (29,254)
Finance cost (5,072,421) (3,117,018)
(5,089,600) (3,146,272)
Net cash generated form (used in) operating activities (2,186,970) 1,411,834
Cash flows from investing activities
Proceeds against sales of fixed assets 1,200,000 -
Net cash outflow from investing activities 1,200,000 -
Cash flows from financing activities
Long term financing paid (1,249,104) (1,249,104)
Net cash outflow from financing activities (1,249,104) (1,249,104)
Net decrease in cash and cash equivalents (2,236,074) 162,730
Cash and cash equivalents at beginning of the period 8,474,273 6,128,607
Cash and cash equivalents at the end of period 6,238,199 6,291,337

The annexed notes form an integral part of this condensed interim financial Information.

Ishtiaqg Ahmed %

S.M. Raza Syed Muhammad Anwar
Chief Executive Officer Chief Financial Officer Chairman Board of Directors
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CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY (UN-AUDITED)
FOR THE FIRST QUARTER ENDED 30TH SEPTEMBER, 2018

Revenue reserves Capital reserves
Issued, Unrealised | Surplus on
bscribed i ion | Total capital .
su SCI:I © General | Accumulated | Total revenue gan due.to revaluation | Total capia Total equity
and paid-up changein | of property, | reserves
. reserve losses reserves :
share capital fair value of | plant and
investment | equipment
(Rupees)
Balance as at 1st July 2017 -as reported 460,646,090 333,000,000 (2,862,140,556) (2,529,140,556) 57,358,822 - 57,358,822 (2,011,135,644)
Impact of change in accounting policies (Note 5.2) (158,518,938)  (158,518,938) (57,358,822) 894,025,745 836,666,923 678,147,985
Balance as at 1st July 2017 - restated ~ 460,646,090 333,000,000 (3,020,659,494) (2,687,659,494) - 894,025,745 894,025,745 (1,332,987,659)
Total comprehensive loss for the period
Loss for the period - - (96,252,566)  (96,252,566) - - - (96,252,566)
Other comprehensive income - - - - - 7,750,779 7,750,779 7,750,779
- - (96,252,566)  (96,252,566) - 7,750,779 7,750,779  (88,501,787)
Incremental depreciation transferred
from surplus on revaluation of property,
plant and equipment - Net of tax - - 14,971,997 14,971,997 -~ (14,971,997) (14,971,997) -
Balance as at 30th September 2017 460,646,090 333,000,000 (3,101,940,063) (2,768,940,063) - 886,804,527 886,804,527 (1,421,489,446)
Balance as at Ist July 2018 460,646,090 333,000,000 (3,561,889,004) (3,228,889,004) - 841,020,595 841,020,595 (1,927,222,319)
Total comprehensive loss for the period
Loss for the period - - (89,138,730)  (89,138,730) - - - (89,138,730)
Other comprehensive income - - - - - 6,882,838 6,882,838 6,882,838
- - (89,138,730)  (89,138,730) - 6,882,838 6,882,838  (82,255,892)
Incremental depreciation transferred
from surplus on revaluation of property,
plant and equipment - Net of tax - - 13,453,287 13,453,287 - (13,453,287) (13,453,287) -
Balance as at 30th September 2018 460,646,090 333,000,000 (3,637,574,447) (3,304,574,447; - 834,450,146 834,450,146 (2,009,478,211

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

g @

Ishtiag Ahmed S.M. Raza Syed Muhammad Anwar
Chief Executive Officer Chief Financial Officer Chairman Board of Directors
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DEWAN TEXTILE MILLS LIMITED

NOTES TO THE CONDENSED INTERIM STATEMENT FINANCIAL INFORMATION (UN - AUDITED)
FOR THE FIRST QUARTER ENDED 30TH SEPTEMBER, 2018

1

THE COMPANY AND ITS OPERATIONS

Dewan Textile Mills Limited (the Company) was incorporated in Pakistan on 16 April 1970 as a
public limited company and is listed on the Pakistan Stock Exchange. The principal activity of
the Company is manufacturing and sale of yarn. The Company's registered office is located at
8th Floor, Block-A, Finance & Trade Centre, Shahrah-e-Faisal, Karachi and company's
production plantis situated at H/20 & H/26, S.I.T.E., Kotri, Distrit Jamshoro, Sindh, Pakistan.

The condensed interim financial information of the Company for the period ended 30th
September 2018 reflects that the Company has sustained a net loss after taxation of Rs.89.139
million (2018: Rs.601.985 million) and as of that date the Company's negative reserves of
Rs.3,304.574 million (2018: Rs.3,228.889 million) have resulted in negative equity of
Rs.2,009.478 million (2018: Rs.1,927.222 million). Further the Company's short term borrowing
facilities having limit to the extent of Rs.315 million have expired and not been renewed. The
Company is facing litigations with three of its lenders for repayment of liabilities through
attachment and sale of Company's hypothecated / mortgaged properties and out of them one of
the lender had also filed winding up petition under section 305 of the repealed Companies
Ordinance, 1984. The Company has defaulted in repayment of its restructured liabilities due to
liquidity crunch faced by the Company following the adverse conditions of overall textile
industry. Accordingly, the entire restructured liabilities alongwith mark-up eligible for waiver
have become immediately repayable. Company, for the time being, has suspended its
manufacturing operations since December 2015. These conditions indicate the existence of
material uncertainty which may cast significant doubt about the Company's ability to continue as
a going concern, therefore, the Company may not be able to realise its assets and discharge its
liabilities during the normal course of business.

The condensed interim financial information has been prepared on going concern assumption
as the Company approached its lenders for further restructuring of its liabilities, which is in
process. Company is hopeful that such restructuring will be effective soon and will streamline
the funding requirements of the Company which will ultimately help the management to resume
the operations with optimum utilisation of production capacity. As the conditions mentioned in
the foregoing paragraph are temporary and would reverse therefore, the preparation of
condensed interim financial information using going concern assumption is justified.

Basis of preparation

31 This condensed interim financial information has been prepared in accordance with
the accounting and reporting standards as applicable in Pakistan for interim financial
reporting with the exception of departure of IFRS as mentioned in note 11, for which the
management concludes that provisioning of mark up would conflict with the objectives
of the financial statements.. The accounting and reporting standards as applicable in
Pakistan for interim financial reporting comprise of:

* International Accounting Standard (IAS) 34, Interim Financial Reporting,
issued by the International Accounting Standards Board (IASB) as notified
under the CompaniesAct, 2017; and

*  Provisions of and directives issued under the Companies Act, 2017

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

3.2 This condensed interim financial information is presented in Pakistani Rupees which is
also the Company's functional currency and all financial information presented has
been rounded off to the nearest rupee except otherwise stated.

3.3 This condensed interim financial information does not include all of the information
required for full annual financial statements and should be read in conjunction with the
annual financial statements as at and for the year ended June 30, 2018.
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4 Estimates, Judgements and Financial Risk Management
41 In preparing of this condensed interim financial information, management make
judgements, estimates and assumptions that affect the application of accounting
policies and the reported amounts of assets and liabilities, incomes and expenses .
Actual results may differ from these estimates.

4.2 The significant judgements made by management in applying the Company’s
accounting policies and the key sources of estimation uncertainty were the same as
those applied to the annual audited financial statements as at and for the year ended
June 30,2018.

5 Significant Accounting Policies

5.1 The accounting policies and methods of computation adopted in the preparation of this
condensed interim financial information are the same as those applied in the
preparation of annual audited financial statements of the Company as at and for the
year ended June 30, 2018. Amendments to certain existing standards and
interpretations on approved accounting standards effective during the period were not
relevant to the Company's operations and did not have any significant impact on the
accounting policies of the Company.

5.2 Change in accounting policies
During the financial year ended June 30, 2018 Company has changed its accounting
policies for investment in associated company and revaluation surplus on property,
plant and equipment. The detailed impacts of the said change in accounting policies
have been given in the annual financial statements of the Company for the year ended
June 30, 2018. The comparative figures in statement of comprehensive income and
statement of changes in equity have been restated due to same.

September 30, June 30,
6 RESERVES 2018 2018
Revenue reserves Rupees
General reserves 333,000,000 333,000,000
Accumulated losses (3,637,574,447) (3,561,889,004)
Capital reserve
Revaluation surplus on property, plant and equipment 834,450,146 841,020,595

(2,470,124,301) (2,387,868,409)

7 CONTINGENCIES AND COMMITMENTS
There has been no significant change in the status of contingencies and commitments as
reported in the annual financial statements for the year ended 30 June 2018.

8 PROPERTY, PLANT AND EQUIPMENT
Operating fixed assets 8.1 1,755,878,283 1,794,763,464
Capital work in progress - At cost 10,305,389 10,305,389
1,766,183,672 1,805,068,853

8.1 Operating fixed assets

Opening Written down value 1,794,763,464 1,967,766,364
Disposal during the period -Net book Value (Vehicle) (683,497) (183,353)
Depreciation during the quarter /year (38,201,684) (172,819,547)
Closing written down value (NBV) 1,755,878,283 1,794,763,464

9 LONG TERM INVESTMENT
Investment in associate
Dewan Salman Fibre Limited - -

10 B 1ST QUARTER REP O R T
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DEWAN TEXTILE MILLS LIMITED

9.1 Associate is an entity over which the Company has significant influence but no control.
Company's investee company is considered to be its associate by virtue of common
directorship, member of Yousuf Dewan Companies and its ownership interest of
28.47% ininvestee company.

9.2 Investment in Dewan Salman Fibre Limited - at equity method

Number of shares held 104,288,773 104,288,773
Cost of investment (Rupees) 210,000,000 210,000,000
Fair value of investment (Rupees) 91,774,120 91,774,120
Ownership interest 28.47% 28.47%

9.3 Investment in associated company was made in accordance with the requirement of

then effective Companies Ordinance, 1984. As the Company's share of losses exceed
its interest in the associate, the Company has discontinued recognising its share of
further losses. Market value is based on last available quoted price as of February 19,
2018.

STOCKIN TRADE
10.1  Stocks valuing Rs.277.532 million (June 2018: Rs.277.532 million) was pledged with
the banks against the finance facilities obtained by the Company.

FINANCE COSTAND MARK-UP ACCRUED
In addition to the non-provisioning of mark-up eligible for waiver , Company has not made the
provision of mark-up for the period amounting to Rs. 8.685 million (upto 30 June 2018:
Rs.412.458 million) in respect of borrowings of certain banks who have not yet accepted the
restructuring proposal. The Management of the company is quite hopeful that these banks will
also accept restructuring proposal in near future. Had the provision been made the loss for the
period would have been higher by Rs.8.685 millions and accrued mark-up would have been
higher and shareholders' equity would have been lower by Rs.421.143 million. The said non
provisioning is departure from the requirements of IAS 23 - 'Borrowing Costs'.

September 30, September 30,
LOSS PER SHARE - Basic and diluted 2018 Rupees 2017

Loss after taxation (89,138,730) (96,252,566)
Weighted average number of shares 46,064,609 46,064,609
Loss per share - Basic and diluted (Rupees) (1.94) (2.09)

TRANSACTIONS WITH RELATED PARTIES
During the period aggregate transactions made by the company with the associated companies
were purchases of Rs. Nil (Sept 2017: Rs. Nil) and sales of Rs. Nil (Sept 2017:Nil).

CORRESPONDING FIGURES

In order to comply with the requirements of International Accounting Standard 34 "Interim
Financial Reporting", balance sheet has been compared with the balances of annual financial
statements, whereas profit and loss account, statement of comprehensive income, cash flow
statement and statement of changes in equity have been compared with the balances of
comparable period ofimmediately preceding financial year.

DATE OF AUTHORISATION FORISSUE
The condensed interim financial information was authorised for issue on October 24, 2018 by
the Board of Directors of the Company.

GENERAL
Figures have been rounded off to the nearest rupee.

2 @

Ishtiaqg Ahmed S.M. Raza Syed Muhammad Anwar

Chief Executive Officer Chief Financial Officer Chairman Board of Directors
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