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VISION/MISSION STATEMENT

ANNUAL REPORT 2017

To transform the company into a modern and dynamic Textile products manufacturing company

and to provide quality products to customers and explore new markets to promote/expand sales

of the Company through Good Governance and foster a sound and dynamic team, so as to achieve

optimum profitability for the Company for sustainable and equitable erowth and prosperity of the
P P y pany q g prosperity

Company, its employees and shareholders.
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NOTICE OF ANNUAL GENERAL MEETING

NOTICE is hereby given that the 37" Annual General Meeting of the share holders of RUBY
TEXTILE MILLS LIMITED will be held at Registered Office at 203-Faiyaz Centre, 3-A
S.M.C.H.Society, Shahrah-e-Faisal Karachi on Tuesday 31" October 2017 at 04.00 PM to transact the

following business.
ORDINARY BUSINESS
1. To consider minutes of Extra ordinary General Meeting held on 11" April 2017
2. To receive, consider and adopt the Audited Accounts together with Director's and
Auditor's report thereon for the period ended 30" June 2017
3. To appoint Auditors for the next financial year and fix their remuneration. The

present Auditors M/s. Ibrahim Shaikh & Co. Chartered Accountants retire and being
eligible, offer themselves for re-appointment.

4. To transact any other business with the permission of the Chair.
LAHORE ASIFP. KHAWAJA
5thOCTOBER 2017 COMPANY SECRETARY
1. The share transfer Books of the Company will remain closed from 24" October 2017 to
31" October 2017 (both days inclusive)
2. A member entitled to attend and vote may appoint another member of his/her proxy to

attend the meeting and vote on his/her behalf. Proxy in order to be effected must be
received at Registered Office of the Company at least 48 hours before the meeting

3. CDC share holder are requested to bring with them their original C.N.I.C or passport
along with Participant's ID number and their account number at the time of Annual
General Meeting in order to facilitate Identification and in case of proxy must enclose an
attest copy of CNIC or Passport along with CDC account number. Representative of
corporate members should bring the usual documents required for this purpose. Share
holders are requested to immediate notify any change in their address to Company's
Share Registrar M/s.Corplink (Private) Limited, Wings Arcade, 1-K Commercial Model
Town, Lahore
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DIRECTOR’S REPORT

The Directors of your company are pleased to present their 37thAnnual Report together with the Company’s Audited
Accounts for the year ended 30t June, 2017.

General Market Conditions and Company’s Business

Textile industry in Pakistan is considered as backbone of Pakistan’s economy for being the largest manufacturing
sector. During the year under review Pakistan’s textile spinning industry continued to face various business
challenges which created bottlenecks in the operations of various functional units. The Government failed to meet
cotton production target set for 2016-2017. The consistently declining in the overall exports, both in value and
quantity terms, over past few years is an alarming situation.Delays in implementing the promised relief package
have become another cause of significant concern. Further, challenging macro-economic scenario emanating from
uncertain security and political environment, increasing competition from regional players and sluggish overseas
demand is exacerbating this situation.

The textile sector in Pakistan has an overwhelming impact on the economy, contributing 57% to the country’s
exports. In today’s highly competitive global environment, the textile sector needs to upgrade its supply chain,
improve productivity, and maximize value-addition to be able to survive.

Future Outlook

The overall performance of textile sectors is contingent upon the quality of cotton crops and costs of other inputs as
the same determine competitiveness of our products in the international market. Currently the textile sector lacks
international competitiveness due to higher cost of production as compared to other countries thus remedial
measures needs to be taken by government to address the concerns of textile sector.

Pakistan is slowly emerging from long term power crises, the textile sector was once a booming sector with an
employment engine of around 30% of working population is scrambling to find its feet. The high energy costs and

decade lost to competitors mean recovery is still far from assured.

However, there have been positive measures such as mandatory Crop Insurance Policy for cotton, enhancement of
loans which are likely to improve the dismal state of textile sector in Pakistan.

Operating Results

The financial results are summarized here under

2017 2016
Rupees Rupees

Sales 400,356,060 292,887,705
Gross profit/(Loss) (111,205,336) (125,377,398)
Administration Charges (16,935,136) (18,960,165)
Distribution Charges (46,317) (2,797,353)
Financial Charges (8,424,834) (10,966,380)
Loss before Tax (134,872,163) (157,250,266)
Provision for Taxation (3,586,800) (18,615,970)
Loss after taxation (138,458,963) (175,866,236)

Net Sales of the company increased to Rs. 400.356 million from Rs. 292.887million showing increase by36.69 %from
last year. It's mainly due to operation of Unit 1 eleven months in year and partial operation of Unit 2.Company had
Gross loss of Rs.111.205 million as compared to last year’s Gross loss of Rs.125.377 million. Administrative
expenses,distribution cost & finance cost have decreased byRs. 2.025MillionRs.2.751 millionand Rs.2.541million
respectively from preceding financial year. Company suffered loss before tax Rs. 134.872 million during the year as

+
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compared to loss before tax amounting Rs.157.250 million in last financial year. Loss after tax isRs.138.458 million for
the financial year as compared to loss after tax Rs.175.866million in last financial year.

Auditors Report
The auditors have qualified their reportas under:
A). Finance cost has not been accounted for and outstanding bank liability written off.

During the year ended June 30, 2012, the company had paid Rs.390 million to Financial Institution against
outstanding principal amount of long term and short term loans. While making payment of Rs.390 million, it was
notified that the paid amount of Rs. 390 million should be adjusted against principal liability first. On the contrary,
Financial Institutionhad not adjusted the payment of Rs.390 million to settle the principal liability of various loans
and settled the amount against mark up payable and continue to charge the interest which included interest on
interest amounted to Rs. 65.390 million. Based on the bank statements, the company continued to record the liability
figures (principal and mark up) as per confirmation by the Financial Institution. The Financial Institution verbally
assured the company that the issue shall be resolved amicably and they shall adjust the payment against the
principal dues as instructed by the company as per his requests dated August 10, 2011 and August 25, 2011. When no
confirmation was received from Financial Institution, the management has decided during the year the accounts
should be settled correctly and the prior year be adjusted.Management believes that there is no outstanding liability
toward Financial Institution which has been settled completely and fully. Therefore, the company has written off
long term and short term borrowings and mark up payable aggregating and approximating to Rs.219.016million.
This entry has been adjusted retrospectively in accordance with the requirements of international accounting
standards (IAS) 8 “Accounting policies, changes in Accounting Estimates and Errors” and the resultantly
adjustments have been made in relevant years.

B). Interest free loans from directors and associates not amortized.
Loans from directors and associates are interest free and repayment of these loans not confirm. Therefore, the

company has not amortized these loans

With reference to emphasis of matter paragraph by auditor in their report,the management is making its best efforts
to make operation as efficient as possible.

Earning/ (Loss) Per Share

Loss per share for the year amounted to Rs. (2.65) and Rs. (3.37) for the corresponding year.

Related Parties

The Board of Directors has approved the policy for transaction/contract between Company and its related parties on
an arm’s length basis and relevant rates are to be determined as per the comparable un-controlled price method.

For and on behalf of the Board of Directors
Vit

LAHORE (NOOR ELAHI)
October07, 2017 CHIEF EXECUTIVE

*
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Corporate And Financial Reporting Framework
(Code of Corporate Governance)

The Financial Statements prepared by the management of the Company present fairly state of affairs of the
Company, the result of its operations, cash flows and change in equity.

Proper Books of Accounts have been maintained.

Appropriate Accounting Policies have been consistently applied in preparation of financial statements and
accounting estimates are based in reasonable and productjudgement.

International Financial Reporting Standards, as applicable in Pakistan, have been followed in preparation of
financial statements and any departure there from has been adequately disclosed.

The system of Internal Control is sound in design and has been effectively implemented and monitored.
There are no significant doubts upon the Company’s ability to continue as a going concern.

There has been no material departure from the best practice of Corporate Governance, as detailed in listing
regulations.

Significant deviations from last year in operating results of the results of the Company and reasons thereof
have been explained. The key operating and financial data for last 6 years is attached in summarized form.

There are not outstanding statutory payments on accounts of taxes, duties, levies and charges except as shown
in notes to the accounts. The amounts appearing in the accounts are of routine nature and some of these have
been paid in next year while others are adjustable against receivables in the subsequent period subject to
approval by authorities.

There are no significant plans for corporate restructuring, business expansion and discontinuation of
operation except for improvement in the normal business activities to increase the business.

The Company is operating an unfunded Gratuity Scheme funds of which are retained for business of the
Company .

Four meetings of the Board of Directors of the company during the year under review were held and were
attended as follows:

Mr. Noor Elahi
Mrs. Parveen Elahi
Mrs. Naheed Javed
Mr. Javed Usman
Mr. Nabeel Javed
Mr. Faizan Javed
Mr. Shariq Javed

= N SO NN

The leave of absence was granted to the members not attending the Board Meeting.

+
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Audit Committee

The Board of Directors in compliance with the Code of Corporate Governance has established and Audit
Committee. The name of its members is given in the Company’s profile.

The term of reference of the Audit Committee is based on the scope as defined by the Securities and Exchange
Commission of Pakistan (SECP) and the guidelines given by the Board of Directors from time to time to
improve the system and procedures.

Auditors

The present auditors, M/S. Ibrahim Shaikh and Co., Chartered Accountants retire and being eligible has
offered themselves for re-appointment.

Pattern of Shareholding

Statement showing pattern of holding of shares as on 30th June, 2017 on prescribed format is annexed to this
report.

Acknowledgments

We record our admiration of the services of our employees and workers of the Company who have contributed
their best possible talents and believe that the same spirit of devotion will continue in future. We wish to thank
our banks and shareholders for their continued supportand confidence on the Company.

The key operating and financial data for the last six year is annexed.

For and on behalf of the Board of Directors

Vs

LAHORE (NOOR ELAHI)
October 07, 2017 CHIEF EXECUTIVE
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PATTERN OF SHAREHOLDING

1. Incorporation Number | 00041215 Date 06052000 |
2. Name of the Company | RUBY TEXTILE MILLS LIMITED |

3. Pattern of holding of the shares held by the shareholders as at | 30-06-2017

—————— Shareholding------
4. No. of Shareholders From To Total Shares Held
69 1 100 2,896
696 101 500 335,856
63 501 1,000 59,597
104 1,001 5,000 283,683
25 5,001 10,000 197,400
2 10,001 15,000 23,500
3 20,001 25,000 68,662
1 30,001 35,000 33,500
2 35,001 40,000 78,500
2 50,001 55,000 106,500
1 55,001 60,000 55,829
1 60,001 65,000 61,500
1 95,001 100,000 100,000
1 100,001 105,000 104,000
1 105,001 110,000 105,500
1 135,001 140,000 139,179
2 295,001 300,000 597,664
1 3,870,001 3,875,000 3,873,500
1 6,495,001 6,500,000 6,500,000
1 8,655,001 8,660,000 8,655,900
1 13,170,001 13,175,000 13,173,834
1 17,655,001 17,660,000 17,657,400
980 52,214,400
5. Categories of shareholders Share held Percentage
5.1 Directors, Chief Executive Officers, 43,608,813 83.5187 %
and their spouse and minor childern
5.2 Associated Companies, 6,900,500 13.2157%
undertakings and related
parties.
5.3 NIT and ICP 2,900 0.0056 %
5.4 Banks Development 343 0.0007 %
Financial Institutions, Non
Banking Financial Institutions.
5.5 Insurance Companies 0 0.0000 %
5.6 Modarabas and Mutual 297,664 0.5701%
Funds
5.7 Share holders holding 10% 50,105,313 95.9607 %
or more
5.8 General Public
a. Local 1,228,492 2.3528%
b. Foreign 0 0.0000%
5.9 Others (to be specified)
1- Joint Stock Companies 117,900 0.2258 %
2- Pension Funds 55,829 0.1069%
3- others 1,959 0.0038 %

+
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Catagories of Shareholding required under Code of Corporate Governance (CCG)

As on June 30, 2017

Sr. No. Name

No. of Shares
Percentage

Held

Associated Companies, Undertakings and Related Parties (Name Wise Detail):

1 NAHEED NOOR ENTERPRISES LTD. 300,000 0.5746%

2 NAHEED NOOR (PVT) LTD. 100,500 0.1925%

3 SUNRISE BOTTLING CO. (PVT) LTD. 6,500,000 12.4487 %
Mutual Funds (Name Wise Detail) - -

1 CDC - TRUSTEE NATIONAL INVESTMENT (UNIT) TRUST (CDC) 297,664 0.5701%
Directors and their Spouse and Minor Children (Name Wise Detail):

1 MR. NOOR ELAHI 17,796,579 34.0837 %

2 MRS. PARVEEN ELAHI 8,761,400 16.7797 %

3 MRS. NAHEED JAVED 17,047,334 32.6487 %

4 MR. NABEEL JAVED 1,000 0.0019%

5 MR. FAIZAN JAVED (CDC) 1,000 0.0019%

6 MR. JAVED USMAN 500 0.0010%

7 MR. SHARIQ JAVED 1,000 0.0019%
Executives: - -
Public Sector Companies & Corporations: - -
Banks, Development Finance Institutions, Non Banking Finance 56,172 0.1076 %

Companies, Insurance Companies, Takaful, Modarabas and Pension Funds:

Shareholders holding five percent or more voting intrest in the listed company (Name Wise Detail)

1 MR. NOOR ELAHI

2 MRS. PARVEEN ELAHI

3 MST. NAHEED JAVED

4 SUNRISE BOTTLING CO. (PVT) LTD.

17,796,579 34.0837 %
8,761,400 16.7797 %
17,047,334 32.6487%
6,500,000 12.4487 %

All trades in the shares of the listed company, carried out by its Directors, Executives and their

spouses and minor children shall also be disclosed:

S. No. NAME
1 MR. NOOR ELAHI
2 MR. SHARIQ JAVED

SALE PURCHASE
4,000 -
- 1,000
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STATEMENT OF COMPLIANCE WITH THE CODE OF CORPORATE GOVERNANCE
YEAR ENDED JUNE 30, 2017

This statement is being presented to comply with the Code of Corporate Governance (CCG) contained in the
Regulation No. 5.19 of listing regulations of Pakistan Stock Exchange Limited for the purpose of establishing a
framework of good governance, whereby a listed company is managed in compliance with the best practices of
corporate governance.

The company has applied the principles contained in the CCG in the following manner:
1-  The company encourages representation of independent non-executive directors and directors representing
minority interests on its board of directors. At present the board includes:

Category Names Name
Independent Director MR.JAVED USMAN
Executive Directors MR. NOOR ELAHI

MR. NABEEL JAVED
Non-Executive Directors
MRS. PARVEEN ELAHI
MRS. NAHEED JAVED
MR. FAIZAN JAVED
MR.SHARIQJAVED

The independent director meets the criteria of indendence under clause 5.19.1 (b) of the CCG.

2-  The directors have confirmed that none of them is serving as a director on more than seven listed companies,
including this company (excluding the listed subsidiaries of listed holding companies where applicable).

3-  Alltheresident directors of the company 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
asa defaulter by that stock exchange.

4- Casual vacancy occurred in the board of directors of the company during the year and filled by Mr. Shariq
Javed.

5-  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.

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

7-  All the powers of the board have been duly exercised and decisions on material transactions, including
appointment and determination of remuneration and terms and conditions of employment of the CEO, other
executive and non-executive directors, have been taken by the board/shareholders.

8- 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.

9-  Theboard arranged no training program for its directors during the year.

10- There was new appointment of CFO and Company Secretary, however, their appointment including
remuneration and terms and condition of employment are approved by the board of directors. During the year
new head of Internal audit has been appointed he is duly qualified and meet the requirements for the
appointment according to Code of Corporate Governance, and his remuneration and terms and condition of

+
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11-  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.

12-  Thefinancial statements of the company were duly endorsed by CEO and CFO before approval of the board.

13- The directors, CEO and executives do not hold any interest in the shares of the company other than that
disclosed in the pattern of shareholding.

14-  Thecompany has complied with all the corporate and financial reporting requirements of the CCG.

15-  The board has formed an Audit Committee. It comprises three (03) members, of whom all are non-executive
directors and the chairman of the committee is a non-executive director. Presently company dosn’t have
independent director as required by the Code of Corporate Governance. The company is taking measures to
constitute in accordance with the requirements of Code of Corporate Governance.

16-  Themeetings of the audit committee were held atleast 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.

17-  The board has formed an HR and remuneration committee. It comprises three (03) members, of whom two (02)
are non-executive directors and the chairman of the committee is a non-executive director.

18- The board has set up an effective internal audit function for which staffs appointed who are suitably qualified
and experienced for the purpose and are conversant with the policies and procedures of the company.

19-  Thestatutory 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 (IFAC) guidelines on code of ethics as adopted by the ICAP.

20-  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 thisregard.

21-  The 'closed period', prior to the announcement of interim/final results, and business decisions, which may
materially affect the market price of company's securities, was determined and intimated to directors,

employees and stock exchange(s).

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

23-  Weconfirm thatall other material principles enshrined in the CCG have been complied with.

For and on behalf of the Board
Vs

Lahore (Noor Elahi)
Date: October 07, 2017 CEO

+




IBRAHIM , SHAIKH & CO.

CHARTERED ACCOUNTANTS

REVIEW REPORT TO THE MEMBERS
On the Statement of Compliance with Best Practices of the Code of Corporate Governance

We have reviewed the enclosed Statement of Compliance with the best practices contained in
the Code of Corporate Governance (“the Code”) prepared by the Board of Directors of RUBY TEXTILE
MILLS LIMITED (“the Company”) for the year ended June 30,2017 to comply with the requirements of Rule
5.19 of the Rule Book of the Pakistan Stock Exchange Limited where the company is listed.

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

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 on 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 Code requires the Company to place before the Audit Committee, and upon recommendation of the
Audit Committee, place before the Board of Directors for their review and approval its related party
transactions distinguishing between transactions carried out on terms equivalent to those that prevail in
arms' length transactions and transactions which are not executed at arm's length price and recording proper
justification for using such alternate pricing mechanism. 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. We have not carried out any procedures to determine
whether the related party transactions were undertaken at arm's length price or not.

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 best
practices contained in the Code as applicable to the Company for the year ended June 30,2017.

Further, we highlight below instances of non-compliance with the requirements of the Code as reflected in

the paragraph reference where this is stated in the Statement of Compliance:

Paragraph R
Reference Description
1 The independent director does not meet the criteria of independence as defined in
clause 5.19.1(b) of the PSX Rule Book.
15 The Audit Committee constituted without independent director as member as
required by clause 5.19.16(a) of the PSX Rule Book.
IBRAHIM, SHAIKH & Co.
KARACHI Chartered Accountants
Dated: October 07, 2017 Engagement Partner:
Shabbir Ahmed

208, 2nd Floor, Park Avenue, Block-6, PECHS, Shahrah-e-Faisal, Karachi-75400. Ph: +92 21 34311138, Email: isc1967@hotmail.com
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IBRAHIM , SHAIKH & CO.

CHARTERED ACCOUNTANTS
AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed Balance Sheet of Ruby Textile Mills Limited as at June 30, 2017 and the related profit and loss account,
statement of comprehensive income, cash flow statement, and statement of changes in equity together with the notes forming part
thereof, for the year then ended and we state that we have obtained all the information and explanations which, to the best of our

knowledge and belief, were necessary for the purpose of our audit.
It is the responsibility of the company's management of establish and maintain a system of internal control, and prepare and present the

above said statements in conformity with the approved accounting standards and the requirements of the repealed Companies

Ordinance, 1984. Our responsibility is to express an opinion on these statements based on our audit.
We conducted our audit in accordance with the auditing standards as applicable in Pakistan. These standards require that we plan and

perform the audit to obtain reasonable assurance about whether the above said statements are free of any material misstatement. An
audit includes examining on a test basis, evidence supporting the amounts and disclosures in the above said statements. An audit also
includes accessing the accounting policies and significant estimates made by the management, as well as, evaluating the overall
presentation of the above said statements. We believe that our audit provides a reasonable basis for our opinion and, after due

verifications, wereport that:
a) in our opinion, proper books of account have been kept by the company as required by the repealed Companies Ordinance,

1984;
b) in our opinion:
(i) the Balance Sheet and profit and loss account together with the notes thereon have been drawn up in conformity with the
repealed Companies Ordinance, 1984, and are in agreement with the books of account and are further in accordance with

accounting policies consistently applied;
(i) theexpenditureincurred during the year was for the purpose of the company's business; and
(iii) the business conducted, investments made and the expenditure incurred during the year were in accordance with the objects

of the company;
o 1) As explained in note 31.1to the financial statements, the company has not accounted for finance cost for the year

aggregating and approximatelyto Rs.4.516 million and Rs. 10.905 million on long term financing and short term borrowings
respectively. As fully explained innote 7.4 to the financial statements, the company had adjusted the outstanding bank liability
retrospectively amounting Rs.24.156 million, Rs.99.130 million and Rs.65.390 million in respect of commercial loan, short term
borrowings and accrued markup on long term and short term borrowings respectively. The bank had confirmed outstanding
loan liability and related charges at year ended June 30, 2015 in its response of direct balance confirmation request of the
previous auditors. Further, the bank did not confirm balances in response of our direct balance confirmation request. Had the
company accounted for bank liability, loss for the year, accrued markup, loan liability and accumulated loss would have been

higher by Rs.15.421 million, Rs.95.729 million, Rs.123.287 million and Rs. 219.016 million respectively.
2)  the company has classified the interest free loan from directors and associates under the head “long term financing" instead of

the fact that underlying terms and conditions have not been yet finalized. Consequently, the aforesaid loan should be classified
under the head "Current liabilities". Moreover, if the company decided to account for the loan as long term loan, the loan
should be accounted for at amortized cost as required by the International Accounting Standards (IAS) 39 “Financial
instruments-Recognition and measurement”. However, the company has neither classified the loan under current liabilities
nor accounted for the loan at amortized cost. Due to the non-availability of underlying repayment terms and conditions of
interest free loans, we were not able to ascertain the effects on financial statements regarding amortized cost of interest free
loans. Had the loan received from the directors and associates been classified under the current liabilities, the current liabilities

would have been higher by Rs.511.677 million.
d) in our opinion and to the best of our information and according to the explanations given to us, expect for the matters referred

in paragraph c(1) and(2), the balance sheet, profit and loss account, statement of comprehensive income, cash flow statement and
statement of changes in equity together with the notes forming part thereof conform with approved accounting standards as
applicable in Pakistan, and, give the information required by the repealed Companies Ordinance, 1984, in the manner so required
and respectively give a true and fair view of the state of the company's affairs as at June 30, 2017 and of the loss, comprehensive loss,
its cash flows and changes in equity for the year then ended; and

e) in our opinion no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of
1980).
EMPHASIS OFMATTER

We draw attention to note 1.1 to the financial statements which indicates that the company incurred a net loss of Rs.138.459million during the year and has
accumulated loss of Rs. 570.403 million as of June 30, 2017. These conditions, along with other matters as explained in note 1.1 indicate the existence of a
material uncertainty that may cast significant doubt about the company's ability to continue as a going concern. These financial statements, however, have
been prepared on the going concern basis on the assumptions as detailed in aforesaid note.Our opinion is not modified in respect of this matter.

OTHER MATTER

The financial statements for the year ended June 30, 2016 were audited by another firm of Chartered Accountants who had expressed qualified opinion in
respect of matters described inc(1) and (2) and given emphasis matter paragraph regarding going concern in their audit report dated October 07, 2016.

IBRAHIM, SHAIKH & Co.

KARACHI Chartered Accountants
Dated: October 07, 2017 Engagement Partner:
Shabbir Ahmed

208, 2nd Floor, Park Avenue, Block-6, PECHS, Shahrah-e-Faisal, Karachi-75400. Ph: +92 21 34311138, Email: isc1967@hotmail.com
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@3 RUBY TEKTILE MILLS LIMITED

EQUITY AND LIABILITIES

SHARE CAPITAL AND RESERVES

Authorized share capital
70,000,000 (2016: 70,000,000) Ordinary
shares of Rs. 10 each

Issued, subscribed and paid up share capital

Capital reserves
Accumulated loss

Surplus on revaluation of property, plant and equipment

NON CURRENT LIABILITIES

Long term financing from banking companies
Long term financing from others

Long term financing from directors and associates
Deferred liabilities

CURRENT LIABILITIES

Trade and other payables

Accrued mark up / interest

Short term borrowings

Current portion of non current liabilities
Long term financing from banking companies
Long term financing from others

Provision for taxation

CONTINGENCIES AND COMMITMENTS

Note

O ©

11
12
13

14

15

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

Vil

CHIEF EXECUTIVE

ANNUAL REPORT 2017

BALANCE SHEET
2017 2016
Rupees Rupees
700,000,000 700,000,000
522,144,000 522,144,000
3,240,000 3,240,000
(570,402,831) (443,060,548)
(45,018,831) 82,323,452
323,759,003 415,692,905
42,134,876 45,468,209
83,015,625 97,174,687
511,676,866 477,601,817
88,191,136 6,206,400
725,018,503 626,451,113
256,046,132 250,519,845
25,125,830 22,415,144
50,982,074 28,469,287
4,166,665 4,246,140
137,479,125 70,340,079
- 10,763,419
473,799,826 386,753,913
1,477,558,501 1,511,221,383

#




@3 RUBY TEKTILE MILLS LIMITED

AS AT JUNE 30, 2017

ASSETS

NON CURRENT ASSETS

Property, plant and equipment

Long term deposits

CURRENT ASSETS

Stores, spare parts and loose tools

Stock in trade

Trade debts

Loan and advances

Trade deposits, short term prepayments and current
account balances with statutory authorities

Other receivables

Tax refunds due from Government

Cash and bank balances

Ay

DIRECTOR

ANNUAL REPORT 2017

2017 2016
Note Rupees Rupees

16 902,017,774 942,463,285
17 7,952,894 6,990,105
18 130,602,704 132,604,214
19 384,738,058 363,255,281
20 13,037,658 19,815,092
21 20,496,170 15,641,499
22 14,879,098 27,628,974
23 1,072,062 1,182,562

24 1,007,647 -
25 1,754,436 1,640,371
567,587,833 561,767,993
1,477,558,501 1,511,221,383

CHIEF FINANCIAL OFFICER
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PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2017

ANNUAL REPORT 2017

2017 2016
Note Rupees Rupees

Sales- net 26 400,356,060 292,887,705
Cost of sales 27 (511,561,396) (418,265,102)
Gross loss (111,205,336) (125,377,398)
Distribution cost 28 (46,317) (2,797,353)
Administrative expenses 29 (16,935,136) (18,960,165)
(16,981,453) (21,757,518)

Other income 30 1,739,460 851,030
(126,447,329) (146,283,885)

Finance cost 31 (8,424,834) (10,966,380)
Loss before taxation (134,872,163) (157,250,266)
Taxation 32 (3,586,800) (18,615,970)
Loss for the year (138,458,963) (175,866,236)
Earning per share- basic and diluted 33 (2.65) (3.37)

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

/}” - W\
CHIEF EXECUTIVE DIRECTOR

P

CHIEF FINANCIAL OFFICER
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@3 RUBY TEKTILE MILLS LIMITED

CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2017

2017 2016
Note Rupees Rupees
Cash generated from operations A (97,597,695) (77,146,813)
Finance cost paid (4,903,566) (6,511,894)
Income tax paid (2,030,587) (2,453,697)
Staff retirement benefits - gratuity paid (435,729) -
Net cash flows from operating activities (104,967,577) (86,112,404)
CASH FLOWS FROM INVESTING ACTIVITIES
Sale proceeds from disposal of vehicle 700,000 -
Long term deposits (962,789) (1,280,460)
Net cash used in investing activities (262,789) (1,280,460)
CASH FLOWS FROM FINANCING ACTIVITIES
Long term financing from banking companies (3,412,808) 62,051,863
Long term financing from others 52,169,403 -
Long term financing from directors and associates 34,075,049 58,689,974
Net cash generated from financing activities 82,831,644 120,741,837
Net increase in cash and cash equivalents (22,398,722) 33,348,973
Cash and cash equivalents at the beginning of the year (26,828,916) (60,177,890)
Cash and cash equivalents at the end of the year B (49,227,638) (26,828,916)

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

— e o7
CHIEF EXECUTIVE DIRECTOR CHIEF FINANCIAL OFFICER
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@3 RUBY TEKTILE MILLS LIMITED

CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2017

ANNUAL REPORT 2017

2017 2016
Note Rupees Rupees
A - CASH GENERATED FROM OPERATIONS
Loss before taxation (134,872,163) (157,250,266)
Adjustments for :
Depreciation 16 40,344,172 45,957,004
Provision for staff retirement benefits - gratuity 10.1 1,615,683 1,562,524
Finance cost 31 8,424,834 10,966,380
Gain on disposal of vehicle 30 (598,661) -
49,786,028 58,485,908
Loss before working capital changes (85,086,135) (98,764,358)
Effect on cash flow due to working capital changes
(Increase) / decrease in current assets
Stores, spares and loose tools 2,001,510 (20,005,041)
Stock in trade (21,482,776) 42,853,870
Trade debts 6,777,433 6,665,542
Loans and advances (4,854,671) 14,202,811
Trade deposits and short term prepayments (4,925) -
Other receivables 110,500 6,153,530
Tax refunds due from Government (1,007,647) -
Increase / (decrease) in current liabilities
Trade and other payables 5,949,016 (28,253,168)
(12,511,560) 21,617,544
Cash used in operations (97,597,695) (77,146,813)
B- Cash and cash equivalents
Cash and bank balances 25 1,754,436 1,640,371
Short term borrowings 13 (50,982,074) (28,469,287)
(49,227,638) (26,828,916)

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

VL el N et /Z?/WZ«/

CHIEF EXECUTIVE DIRECTOR CHIEF FINANCIAL OFFICER
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2017

Share capital Capital Accumulated Total
reserves loss
Rupees
Balance as at June 30, 2015 522,144,000 3,240,000 (287,716,230) 237,667,770
Total comprehensive loss for the year - - (172,609,666)  (172,609,666)
Transferred from surplus on revaluation of
property, plant and equipment on account of
incremental depreciation - net of deferred
taxation - - 17,265,347 17,265,347
Balance as at June 30, 2016 522,144,000 3,240,000  (443,060,548) 82,323,452
Total comprehensive loss for the year - - (137,258,112)  (137,258,112)
Transferred from surplus on revaluation of
property, plant and equipment on account of
incremental depreciation - net of deferred
taxation - - 9,915,829 9,915,829
Balance as at June 30, 2017 522,144,000 3,240,000  (570,402,831) (45,018,831)
The annexed notes form an integral part of these financial statements.
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2017 2017 2016
Rupees Rupees
Loss for the year (138,458,963) (175,866,236)
Other comprehensive income
Item that will not be reclassified to
profit and loss account:
Remeasurement of staff retirement benefits 1,636,020 4,267,479
Deferred tax on remeasurement of staff retirement benefits (435,169) (1,010,909)
Total other comprehensive income - net of tax 1,200,851 3,256,570
Total comprehensive loss for the year (137,258,112) (172,609,666)
The annexed notes form an integral part of these financial statements.
e W \
CHIEF EXECUTIVE DIRECTOR CHIEF FINANCIAL OFFICER
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2017

1 STATUS AND NATURE OF BUSINESS

The company was incorporated in Pakistan on October 18, 1980 as a private limited company and
was subsequently converted into public limited company. The registered office of the company is
located at 3-A, SMC Housing Society, Shahra-e-Faisal, Karachi. The shares of the company are
quoted on the Pakistan stock exchange limited. The principal business of the company is
manufacturing and sale of yarn. The manufacturing units are located at Manga Road, Raiwind in
the province of Punjab.

1.1 Going concern assumption

The company has been incurring gross losses for the last five years due to under utilization of
production capacity. During the year ended June 30, 2017 the company has incurred a net loss
amounting Rs. 138.459 million and has accumulated loss Rs. 570.403 million as of that date.
During the year, unit-1 of the company was operated almost full year and unit-2 was operated
partially i.e less than 2 months due to non availability of required load of electricity from LESCO
to run the entire machinery. Due to un-sustained supply of gas, the company was unable to
produce electricity from its own electricity generation plant. Consequently, production of yarn is
considerably less as compared with the installed capacity. All these factors impede the company to
achieve the optimal production

These conditions indicate the existence of material uncertainty which may cast significant doubt
about the company's ability to continue as a going concern and therefore, it may be unable to
realize its assets and discharge its liabilities in the normal course of business. These financial
statements, however, have been prepared under the going concern assumptions based on the
following mitigating factors narrated below;

Request of the company submitted to LESCO for enhancement of load is in process. During the
year Sponsoring Directors of the company have injected further funds amounting Rs. 33.165
million along with written commitment to the company stating that they would inject funds as
and when required by the company and have also arranged foreign currency loan amounting US
$ 500,000 (Rs. 52.395 million) from the lenders to overcome the financial crunch. The Sponsoring
Directors also put on record that they have enough liquid fund to fulfill their commitments. Based
on these factors, the management of the company has also developed a financial plan which, inter-
alia, includes cost cutting measures that would be taken to achieve the objects of the company.

2 BASIS OF PREPARATION

51 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) issued by the International Accounting Standards Board as are notified
under the Companies Ordinance, 1984, provisions of and directives issued under the Companies
Ordinance, 1984.

The Companies Ordinance, 1984 has been repealed after the enactment of the Companies Act,
2017. However, as allowed by the SECP vide its circular no. 17 dated July 20, 2017, these financial
statements have been prepared in accordance with the provisions of the repealed Companies
Ordinance, 1984.

¢




@3 RUBY TEKTILE MILLS LIMITED
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23

24

25

251

25.2

¢

Accounting convention

These financial statements have been prepared under the historical cost convention except as
stated hereafter in the relevant accounting policies. Further accrual basis of accounting is followed
in the preparation of these financial statements except for cash flow information.

Functional and presentation currency

These financial statements are presented in Pak Rupee, which is the company's functional
currency.

Judgments, estimates and assumptions

The preparation of financial statements in conformity with approved accounting standards
requires the use of certain critical accounting estimates. It also requires management to exercise its
judgment in the process of applying the company's accounting policies. Estimates and judgments
are continually evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances. In the
process of applying the accounting policies, management has made the following estimates and
judgments which are significant to the financial statements.

a) Staff retirement benefits;
b) Taxation; and
c) Useful life of depreciable assets and provision for impairment there against.

CHANGES IN ACCOUNTING STANDARDS AND INTERPRETATIONS

Amendments to published standards that are effective in current year but not relevant to the
Company

There are amendments to published standards that are mandatory for accounting periods
beginning on or after July 01, 2016 but are considered not to be relevant or do not have any
significant impact on the Company’s financial statements and are therefore not detailed in these
financial statements.

Standards and amendments to published approved accounting standards that are not yet
effective but relevant to the Company

The following standards and amendments to existing standards have been published and are
mandatory for the Company’s accounting periods beginning on or after July 01, 2017 or later
periods:

&  Amendments to IAS 12 ‘Income Taxes” are effective for annual periods beginning on or after 1
January 2017. The amendments clarify that the existence of a deductible temporary difference
depends solely on a comparison of the carrying amount of an asset and its tax base at the end
of the reporting period, and is not affected by possible future changes in the carrying amount
or expected manner of recovery of the asset. The amendments further clarify that when
calculating deferred tax asset in respect of insufficient taxable temporary differences, the
future taxable profit excludes tax deductions resulting from the reversal of those deductible
temporary differences. The amendments are not likely to have an impact on Company’s
financial statements.

ANNUAL REPORT 2017
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& Amendments to IAS 7 ‘Statement of Cash Flows’ are part of IASB’s broader disclosure
initiative and are effective for annual periods beginning on or after 1 January 2017. The
amendments require disclosures that enable users of financial statements to evaluate changes
in liabilities arising from financing activities, including both changes arising from cash flow
and non-cash changes.

&  Amendments to IFRS 2 - ‘Share-based Payment’ clarify the accounting for certain types of
arrangements and are effective for annual periods beginning on or after 1 January 2018. The
amendments cover three accounting areas (a) measurement of cash-settled share-based
payments; (b) classification of share-based payments settled net of tax withholdings; and (c)
accounting for a modification of a share-based payment from cash-settled to equity-settled.
The new requirements could affect the classification and/or measurement of these
arrangements and potentially the timing and amount of expense recognized for new and
outstanding awards. The amendments are not likely to have an impact on Company’s
financial statements.

& Transfers of Investment Property (Amendments to IAS 40 ‘Investment Property” - effective for
annual periods beginning on or after 1 January 2018) clarifies that an entity shall transfer a
property to, or from, investment property when, and only when there is a change in use. A
change in use occurs when the property meets, or ceases to meet, the definition of investment
property and there is evidence of the change in use. In isolation, a change in management’s
intentions for the use of a property does not provide evidence of a change in use. The
amendments are not likely to have an impact on Company’s financial statements.

& [FRIC 22 “Foreign Currency Transactions and Advance Consideration” (effective for annual
periods beginning on or after 1 January 2018) clarifies which date should be used for
translation when a foreign currency transaction involves payment or receipt in advance of the
item it relates to. The related item is translated using the exchange rate on the date the
advance foreign currency is received or paid and the prepayment or deferred income is
recognized. The date of the transaction for the purpose of determining the exchange rate to
use on initial recognition of the related asset, expense or income (or part of it) would remain
the date on which receipt of payment from advance consideration was recognized. If there are
multiple payments or receipts in advance, the entity shall determine a date of the transaction
for each payment or receipt of advance consideration.

& JFRIC 23 “Uncertainty over Income Tax Treatments’ (effective for annual periods beginning
on or after 1 January 2019) clarifies the accounting for income tax when there is uncertainty
over income tax treatments under IAS 12. The interpretation requires the uncertainty over tax
treatment be reflected in the measurement of current and deferred tax.

&  Annual improvements to IFRS standards 2014-2016 cycle. The new cycle of improvements
addresses improvements to following approved accounting standards:

- Amendments to IFRS 12 ‘Disclosure of Interests in Other Entities’ (effective for annual periods
beginning on or after 1 January 2017) clarify that the requirements of IFRS 12 apply to an
entity's interests that are classified as held for sale or discontinued operations in accordance
with IFRS 5 - ‘Non-current Assets Held for Sale and Discontinued Operations’. The
amendments are not likely to have an impact on Company’s financial statements.

*
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3.1

3.2

¢

- Amendments to IAS 28 ‘Investments in Associates and Joint Ventures’ (effective for annual
periods beginning on or after 1 January 2018) clarifies that a venture capital organization and
other similar entities may elect to measure investments in associates and joint ventures at fair
value through profit or loss, for each associate or joint venture separately at the time of initial
recognition of investment. Furthermore, similar election is available to non-investment entity
that has an interest in an associate or joint venture that is an investment entity, when
applying the equity method, to retain the fair value measurement applied by that investment
entity associate or joint venture to the investment entity associate’s or joint venture’s interests
in subsidiaries. This election is made separately for each investment entity associate or joint
venture. The amendments are not likely to have an impact on Company’s financial
statements.

In addition, the Companies Act, 2017 was enacted on 30 May 2017 and SECP vide its circular 17 of
2017 has clarified that the companies whose financial year closes on or before 30 June 2017 shall

prepare their financial statements in accordance with the provisions of the repealed Companies
Ordinance, 1984.

The Companies Act, 2017 applicable for financial year beginning on 1 July 2017 requires certain
additional disclosures and Section 235 of the repealed Companies Ordinance, 1984 relating to
treatment of surplus arising out of revaluation of assets has not been carried forward in the
Companies Act, 2017. This would require change in accounting policy relating to surplus on
revaluation of fixed assets to bring it in line with the requirements of IAS 16 - Property, plant and
equipment. Accordingly, surplus on revaluation of fixed assets will be part of equity.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Share capital

Ordinary shares are classified as equity and recognized at their face value. Incremental costs
directly attributable to the issue of new shares are shown in equity as a deduction, net of tax, if any.

Taxation

Current

Company's export sales fall under presumptive tax regime under Section 169 of the Income Tax
Ordinance, 2001. Charge for current taxation other than export is based on taxable income at the
current rates of taxation after taking into account tax credits, brought forward losses, accelerated
depreciation allowances and any minimum limits imposed by the taxation laws.

Deferred
The company accounts for deferred taxation using the liability method on all timing differences
which are considered reversible in the foreseeable future.

Deferred tax assets are recognized to the extent that it is probable that future taxable profits will be
available against which the temporary differences can be utilized.

Deferred tax is calculated at the rates expected to apply to the period when the related temporary
differences reverse, based on tax rates that have been enacted or substantially enacted by the
balance sheet date.
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3.3

34

3.5

3.6

3.7

3.8

3.9

Staff retirement benefits - gratuity

The Company operates an unfunded Gratuity Scheme covering all the employees of the Company
with qualifying service period of six months. Provision is made annually on the basis of actuarial
valuation. The most recent actuarial valuation was carried out as at June 30, 2017 using the
Projected Unit Credit Method. Actuarial gains and losses are recognized in accordance with the
recommendations of the actuary. Further, the management of the company could not determine
the expected payments in next period reasonably.

Principal Actuarial Assumptions 2017 2016
Discount Rate 7.75% 8.33%
Expected rate of eligible salary increase in future years 7.75% 10.00%

Foreign Currency Translations

Foreign currency transactions are translated into Pak Rupees using the exchange rates prevailing at
the dates of the transactions. All monetary assets and liabilities in foreign currencies are translated
into Pak Rupees at the rates of exchange prevailing at the balance sheet date. Foreign exchange
gains and losses on translation are included in income currently.

Trade and Other Payables

Liabilities for trade creditors and other amounts payable are carried at cost which is the fair value
of the consideration to be paid in the future for goods and services received, whether or not billed
to the company.

Dividends

Dividend distribution to company's shareholders is recognized as a liability in the period in which
dividend is approved.

Contingencies and Commitments

Capital commitments and contingencies, unless those are actual liabilities, are not incorporated in
the financial statements.

Provisions

A provision is recognized in the balance sheet when the company has a legal or constructive
obligation as a result of past event; it is probable that an outflow of economic resources embodying
economic benefits will be required to settle the obligation and a reliable estimate can be made of the
amount of obligation.

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation except freehold
land and capital work-in-progress. Freehold land is stated at revalued amount and capital work-in-
progress is stated at cost consisting of expenditure incurred in respect of fixed assets in the course
of their construction and installation. Cost of certain plant and machinery consists of historical cost
and exchange fluctuations on foreign currency loans utilized for acquisition thereof. Borrowing
costs pertaining to erection / construction period are capitalized as part of the historical cost.

Depreciation is charged to income applying reducing balance method to write-off the cost,
capitalized exchange fluctuations and borrowing costs over estimated remaining useful life of
assets. The useful life and depreciation method are reviewed periodically to ensure that the method
and period of depreciation are consistent with the expected pattern of economic benefits from
items of fixed assets. Rates of depreciation are stated in (note 16).
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3.10

3.11
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3.13

3.14

*

Depreciation on additions is charged from the month the asset is available for use while no
depreciation is charged in the month in which the asset is disposed off.

The company assesses at each balance sheet date whether there is any indication that property,
plant and equipment may be impaired. If such indication exists, the carrying amounts of such
assets are reviewed to assess whether they are recorded in excess of their recoverable amount.
Where carrying values exceed the respective recoverable amount assets are written down to their
recoverable amounts and the resulting impairment loss is recognized in income currently. The
recoverable amount is the higher of an assets' fair value less costs to sell and value in use. Where
an impairment loss is recognized, the depreciation charge is adjusted in the future periods to
allocate the assets' revised carrying amount over its estimated useful life.

Gains/losses on disposal of fixed assets are taken to Profit and Loss Account.
Minor repairs and maintenance are charged to income, as and when incurred. Major renewals and

replacements are capitalized and the assets so replaced, if any, other than those kept as stand by,
are retired.

Intangible assets

Intangible assets, which are non-monetary assets without physical substance, are recognized at
cost, which comprise purchase price, non-refundable purchase taxes and other directly attributable
expenditures relating to their implementation and customization. After initial recognition an
intangible asset is carried at cost less accumulated amortization and impairment losses, if any.
Intangible assets are amortized from the month, when these assets are available for use, using the
straight line method, whereby the cost of the intangible asset is amortized over its estimated useful
life over which economic benefits are expected to flow to the Company. The useful life and
amortization method is reviewed and adjusted, if appropriate, at each balance sheet date.

Capital Work in Progress

Capital work in progress is stated at cost less any identified impairment loss.
Long Term Deposits and Loans

These are stated at cost.

Stores, Spares and Loose Tools

Useable stores and spares are valued principally at moving average cost, while items considered
obsolete are carried at nil value. In transit stores and spares are valued at cost comprising invoice
value plus other charges paid thereon.

Stocks in trade and stores, spares and loose tools

These are valued at lower of cost and net realizable value except stock in transit which are valued
at cost comprising invoice values plus other charges incurred up to the balance sheet date. Cost is
determined as under;

Raw material Weighted average cost

Packing material Moving average cost

Work in process Raw  material cost and  appropriate
manufacturing overheads

Finished goods Raw material cost, packing material cost and

appropriate manufacturing overheads

Waste Net realizable value
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Net realizable value signifies the estimated selling prices in the ordinary course of business less
estimated costs of completion and the estimated costs necessary to make the sales.

3.15 Trade debts and other receivables
Trade debts originated by the company are recognized and carried at original invoice amount less

any allowance for any uncollectible amounts. Known bad debts, if any, are written-off and
provision is made against debts considered doubtful.

3.16 Cash and cash equivalents

Cash and cash equivalents consist of cash in hand and balances with banks. Cash and cash
equivalents included in cash flow statement comprise of cash in hand, demand deposits, other
short term highly liquid investments that are readily convertible to known amounts of cash and
which are subject to an insignificant risk of change in value and short term running finances under
mark up arrangements.

3.17 Financial instruments
- Recognition and Measurements

All financial assets and liabilities are recognized at cost when the company becomes a party to
the contractual provisions of the instrument. Any gain or loss on subsequent re-measurement
to fair value of financial assets and financial liability is taken to profit and loss account on
occurrence.

- Off-setting of Financial Assets and Financial Liabilities

A financial asset and financial liability is offset against each other and the net amount is
reported in the balance sheet if the company has a legally enforceable right to set off the
recognized amount and intends either to settle on net basis or realize the assets and settle the
liability simultaneously.

3.18 Impairment

The carrying amounts of the company's assets are reviewed at each balance sheet date to determine
whether there is any indication of impairment. If any such indication exists, the asset's recoverable
amount is estimated and impairment losses are recognized in the profit and loss account.

3.19 Transactions with related parties

All transactions with related parties are carried out by the company using the methods prescribed
under the repealed Companies Ordinance, 1984.

3.20 Revenue recognition
Export sales are booked on shipment basis.

Other sales are recorded when significant risks and rewards of ownership of the goods have passes
to the customers which coincides with dispatch of goods to customers.

Return on deposits with banks is recognized on a time proportion basis by reference to the
principal outstanding and the applicable rate of return.

Dividend is recognized as income when the right to receive dividend is established.

Other revenues are recorded, as and when due, on accrual basis.
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3.21 Borrowings and borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying
assets, which are assets that necessarily take a substantial period of time to get ready for their
intended use or sale, are added to the cost of those assets, until such time as the assets are
substantially ready for their intended use or sale. All other borrowing costs are charged to income
in the period of incurrence.

3.22 Basic and diluted earnings per share

The Company presents basic and diluted earnings per share (EPS) for its shareholders. Basic EPS is
calculated by dividing the profit or loss attributable to ordinary shareholders of the company by
the weighted average number of ordinary shares outstanding during the year. Diluted EPS is
determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted
average number of ordinary shares outstanding for the effects of all dilutive potential ordinary
shares, if any.

2017 2016

4 ISSUED, SUBSCRIBED AND PAID UP SHARE CAPITAL

52,214,400 (2016: 52,214,400) Ordinary shares of Rs. 10 each 522,144,000 522,144,000
allotted for consideration fully paid in cash

522,144,000 522,144,000
4.1 Ordinary shares of the company held by the associated companies at the year end are as follows:
2017 2016
Associated companies Number of shares
Naheed Noor Enterprises Limited 300,000 300,000
Naheed Noor (Pvt.) Limited 100,500 100,500
Sunrise Bottling Company (Pvt.) Limited 6,500,000 6,500,000
6,900,500 6,900,500
4.2 Reconciliation of number of ordinary shares of Rs.
10 each fully paid in cash
At the beginning of the year 52,214,400 52,214,400
Issued during the year - -
At the end of the year 52,214,400 52,214,400

4.3 The shareholders are entitled to receive all distributions to them including dividend and other
entitlements in the form of bonus and right shares as and when declared by the company. All shares
carry 'one vote' per share without restriction.

5 CAPITAL RESERVES

5.1 The balance on this account represents reserves created on acquisition of special national fund bonds.
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2017 2016
Note e eeeneRupees... ...l
6 SURPLUS ON REVALUATION OF PROPERTY,

PLANT AND EQUIPMENT
Balance as at July 01, 544,511,084 611,307,061
Add: Provided/ (reversed) during the year (128,818,179) (49,530,630)

415,692,905 561,776,431
Less: Incremental depreciation net of deferred tax (9,915,829) (17,265,347)
Balance as at June 30, 405,777,076 544,511,084
Less: Deferred tax attributable to surplus 10.2 (82,018,073) (128,818,179)
Net surplus 323,759,003 415,692,905

6.1 This represents surplus on revaluation of property, plant and equipment carried out on June 30, 2016
(previously these were revalued on September 30, 2001, September 30, 2004, June 30, 2008 and June
30, 2013) adjusted by surplus realized on disposal of revalued assets, incremental depreciation arising
out of revaluation and deferred taxation.

7 LONG TERM FINANCING FROM BANKING COMPANIES 2017 2016
Note e eeeneRupees... ...l
Secured - from banking companies
Bank Al Habib Limited
Term finance 7.1 6,666,667 10,000,000
Term finance 7.2 - 79,475
Habib Metropolitan Bank Limited
Commercial loan - frozen markup 73&74 39,634,874 39,634,874
46,301,541 49,714,349
Current portion (3,333,332) (3,412,807)
Over due portion (833,333) (833,333)
(4,166,665) (4,246,140)
42,134,876 45,468,209

7.1 During the year 2016 company had obtained long term loan for rescheduling / restructuring of
overdue FAPC-own facility. The loan is repayable in 12 equal quarterly installments of Rs. 833,333
commenced from June 2016 . The loan is secured against bank equitable / registered mortgage
charge over the industrial land comprising of unit 1 of the company, measuring 56 kanals, situated at
3 km Raiwind-Manga road Kasur, for Rs. 160 million along with bank registered hypothecation
charge over the plant and machinery for Rs.160 million and on industrial land comprising of khasra
1274, 1275 measuring 16 kanals situated at 3 km Manga Raiwind road Lahore, Kasur and personal
guarantees of one director amounting Rs. 150 million. The loan is secured against registered
hypothecation charge over stocks for Rs. 100 million (first pari passu charge up to Rs. 50 million),
ranking charge over book debts of Rs. 50 million, pledge over cotton bales, lien over export LCs and
documents of equivalent amount and counter guarantee. The loan is subject to markup at the rate of
three months KIBOR plus 1.5 percent (2016: three months KIBOR plus 1.5 percent) payable on
quarterly basis.
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7.2 The loan was obtained for purchase of vehicle during the year ended June 30, 2013. The loan was
repayable in 36 equal monthly installments of Rs. 26,492 commenced from September 2013. The loan
was subject to markup at the rate of 6 months KIBOR plus 3.5% per annum. The loan was secured by
way of charge (registered with SECP for Rs 1.00 million) over the vehicle and vehicle was registered
jointly in the name of the company and the bank, which has been transferred solely in the name of
the company during the year.

7.3 Commercial loan was obtained for restructuring and rescheduling of existing outstanding term loans.
The term finance was secured against legal mortgage of Rs. 5.5 million and equitable mortgage on
fixed assets of the company including land (measuring 74 Kanals and 13 marlas), building and plant
and machinery (valuing Rs. 646.53 millions), charge over stocks and receivable for Rs. 90 million, lien
over export documents, L/C and personal guarantees of sponsoring directors. The loan is repayable
in 10 years with 2 years grace period commenced from September 2011. It carries mark up at the rate
of 7.5% per annum for first year and three months KIBOR plus 2% with floor of 10% subsequently.

During the year ended June 30, 2012, the company has paid off Rs. 326.209 million (Installments due
up to December 2017) against long term financing from Habib Metro politan bank to reduce high
borrowing cost.

7.4 During the year ended June 30, 2012 the company had paid Rs. 390,000,000 to Habib Metropolitan
Bank Limited against outstanding amount of commercial loan, short term FAPC and short term
running finance of Rs. 305,035,996, Rs. 35,000,000 and Rs. 49,975,925 respectively.

During the year ended June 30, 2012, the management had requested the bank vide letter dated:
August 10, 2011 and August 25, 2011 as under:

While making payment of Rs. 390 million vide letter dated: August 10, 2011 and August 25, 2011, it
was requested that the paid amount Rs. 390 million should be adjusted against principal liability
first. On the contrary, Habib Metropolitan Bank Limited had not adjusted the payment of Rs. 390
million to settle the principal liability of various loans and settled the amount against markup
payable and continue to charge the interest which includes interest on interest amounted to
Rs.65,390,954. The company continue to record the liability figures (principal and markup) as per
confirmation by the Habib Metropolitan Bank Limited.

The Habib Metropolitan Bank Limited verbally assured the company to adjust the payment against
the principal dues as instructed by the company as per the company requests dated: August 10, 2011
and August 25, 2011. When no confirmation was received from the bank, the management had
settled the financial statements with prior year adjustment.

The management adjusted the payment made against principal first and thereafter charged to
interest/markup (if any). Management believes that there is no outstanding liability toward Habib
Metropolitan Bank Limited which has been settled.

Therefore, in previous year, the company had written back commercial loan amounting Rs.
24,156,526, Short term (FAPC, running finance and cash finance) amounting Rs. 99,130,938 and
markup payable on short term and long term loans amounting Rs. 65,390,954 . This error had been
adjusted retrospectively in accordance with the requirement of International Accounting Standards
(IAS-8) "Accounting Policies, Changes in Accounting Estimates and Errors' and the resulting
adjustments had been made in relevant years. Consequently, long term financing from banking
companies, short term borrowings from banking companies and accrued markup as at June 30, 2014
has decreased by Rs. 24,156,526, Rs. 99,130,938 and Rs. 65,390,954 respectively. Shareholders equity as
at June 30, 2013 and June 30, 2014 had increased by Rs. 151,723,975 and Rs. 170,163,362 respectively
and loss for the year ended June 30, 2014 and June 30, 2015 had reduced by Rs. 18,439,387 and Rs.
18,515,056 respectively.
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8 LONG TERM FINANCING FROM OTHERS 2017 2016
Note «eeeeeeRupees............
Unsecured
- from Queenberg Venture Limited 8.1 115,500,000 115,170,000
- from Messi Capital Investment Limited 8.2 104,994,750 52,344,766
220,494,750 167,514,766
Less: Current maturity 8.1&8.2 (137,479,125) (70,340,079)
83,015,625 97,174,687
8.1 Unsecured - from QueenBerg Venture Limited
Opening/ Transferred from share application money 8.3 & 8.4 99,363,000 99,363,000
Exchange loss on foreign loan 16,137,000 15,807,000
115,500,000 115,170,000
Current portion (14,437,500) (14,396,250)
Overdue portion (18,046,875) (3,599,063)
(32,484,375) (17,995,313)
83,015,625 97,174,687
8.2 Unsecured - from Messi Capital Investment Ltd
Foreign loan I 8.5 52,369,763 52,369,763
Foreign loan II 8.6 52,395,000 -
Exchange loss/(gain) on foreign loan 229,987 (24,997)
104,994,750 52,344,766
Current portion (104,994,750) (52,344,766)

8.3 During the year ended June 30, 2012, the company had received an amount of Rs. 99,363,000 from
Queenberg Venture Limited for issue of shares in future subject to the compliance of all legal
requirements. However, shares had not been issued against share deposit money and during the year
2014 this amount was converted into Foreign Currency Loan (At foreign currency amount originally
received for issue of shares) as disclosed.

8.4 The Share deposit money referred above was received from Queenberg Venture Limited (a company
incorporated under British Virgin Island Business companies Act, 2004, Singapore) as advance
payment towards "Share Application Money" on 8th February 2012 for participation in the share
equity of the company at agreed number of shares at the time of deposit of money. Shares had not
been issued by the company against the share deposit money and investor decided to convert their
investment (at originally disbursed foreign currency amount i.e. US. $ 1,100,000) into repatriable
foreign currency loans on basis in term of paragraph 17 (ii) of Chapter XIX of foreign Exchange
Manual 2002 of State Bank of Pakistan and through negotiations, party agreed to convert their
"Equity Participation Fund" into Long term financing for a period of 10 years. The loan is repayable
in 32 equal quarterly installments of $ 34,375 which commencing from June 2016 including grace
period of two years. The loan is subject to markup at the rate of 1.8494% (applicable 6 month LIBOR
plus 1.5% at the time of signing agreement) to be payable six monthly.

8.5 During the year ended June 30, 2016, the Company had received an amount of Rs. 52,369,763 ( US $
499,950) from Messi Capital Investment Limited (a company incorporated under British Virgin Island
Business companies Act 2004, Singapore) as loan. The loan of US $ 499,950 is against the limit of US $
1,000,000 on repatriable basis in terms of paragraph 17 (ii) of Chapter XIX of foreign Exchange
Manual 2002 of State Bank of Pakistan (thereinafter referred to as the Exchange Control regulation)

¢




@B RUBY TEXTILE MILLS LIMITED ANNUAL REPORT 2017

for the a period of 10 years. The loan shall be repayable on the of first occurrence of (i) December
2025 or (ii) on the second business day of following the demand for repayment thereof by the lender.
The loan is repayable in 16 equal half yearly installments of $ 31,250 which commences from June
2018 including the first two years as grace period for principal payment. The loan is subject to
markup at 6 month LIBOR plus 1% spread to payable six monthly. Although the loan is of long term
nature, but due to conditions regarding repayment mentioned in (ii) above, the whole outstanding
amount had been transferred to current maturity.

8.6 During the year ended June 30, 2017, the Company has received amounting Rs. 52,395,000 ( US $
500,000) from Messi Capital Investment Limited against above mentioned limit of US $ 1,000,000 (a
company incorporated under British Virgin Island Business companies Act 2004, Singapore) as loan.
The loan is on repatriable basis in terms of paragraph 17 (ii) of Chapter XIX of foreign Exchange
Manual 2002 of State Bank of Pakistan (thereinafter referred to as the Exchange Control regulation)
for the a period of 10 years. The loan shall be repayable on the of first occurrence of (i) December
2025 or (ii) on the second business day of following the demand for repayment thereof by the lender.
The loan is repayable in 16 equal half yearly installments of $ 31,250 which commences from June
2019 including the first two years as grace period for principal payment. The loan is subject to
markup at 6 month LIBOR plus 1% spread to payable six monthly. Although the loan is of long term
nature, but due to conditions regarding repayment mentioned in (ii) above, the whole outstanding
amount has been transferred to current maturity.

2017 2016
Note e e Rupees...... ...
9 LONG TERM FINANCING FROM DIRECTORS
AND ASSOCIATES
Unsecured - from related parties
From directors 460,101,554 426,936,389
From associated companies 51,575,312 50,665,428
9.1 511,676,866 477,601,817
9.1 These are unsecured, interest free loans and not repayable in next twelve months.
2017 2016
Note oo Rupees...... ...
10 DEFERRED LIABILITIES
Staff retirement benefits - gratuity 10.1 6,173,063 6,206,400
Deferred taxation 10.2 82,018,073 -
88,191,136 6,206,400
10.1 Staff retirement benefits - gratuity
10.1.1 Movement in the net liability
recognized in the balance sheet
Opening net liability 6,206,400 14,085,200
Expense recognized in profit and loss account 10.1.5 1,615,683 1,562,524
Recognized in other comprehensive income (1,636,020) (4,267,479)
6,186,063 11,380,245
Liability transferred to current liabilities (13,000) (5,173,845)
Closing net liability 6,173,063 6,206,400
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10.1.2 Movement in present value of defined benefit obligation

ANNUAL REPORT 2017

Present value of defined benefit obligation - opening 6,206,400 14,085,200
Current service cost 1,099,231 1,175,689
Interest cost 516,452 386,835
Re-measurements gain (1,636,020) (4,267,479)
Transferred to trade and other payables (13,000) (5,173,845)
Present value of defined benefit obligation - closing 6,173,063 6,206,400
10.1.3 Historical information
2017 2016 2015 2014 2013
Rupees
Present value of defined 6,173,063 6,206,400 14,085,200 16,862,053 15,661,726
benefit obligation
10.1.4 Liability recognized in Balance Sheet 2017 2016
ceeeeeeRupees... ... ...l
Present value of obligation 6,173,063 6,206,400
6,173,063 6,206,400
10.1.5 Expense recognized
In Profit and Loss Account
Current service cost 1,099,231 1,175,689
Interest cost 516,452 386,835
1,615,683 1,562,524
In Other Comprehensive Income
Re-measurements in the year (1,636,020) (4,267,479)
(1,636,020) (4,267,479)
10.1.6 Principle actuarial assumptions 2017 2016
Discount factor used 7.75% 8.33%
Expected rate of salary increase 7.75% 10%

10.1.7 General description

The scheme provides for terminal benefits for all of its permanent employees who attain the
minimum qualifying period. Annual charge is made on the basis of actuarial valuation carried on

using Projected Unit Credit Method.

2017 2016
eeeeeeeuRupees... ...l
10.2 Deferred taxation
The net liability for deferred taxation comprises of temporary differences.
Taxable temporary difference
Accelerated tax depreciation allowance 102,295,299 159,951,799
Surplus on revaluation of property, plant and equipment 82,018,073 -
184,313,372 159,951,799
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Note
Deductible temporary differences

Provision for doubtful debts
Staff retirement benefits - gratuity

Unused tax losses carried forward
Turnover tax available for carry forward
Deferred tax asset not recognized on unused losses

Reconciliation of deferred tax (income)/expense for the year

Balance as at July 01,
Add: Charge/ (Reversal) during the year
Profit and loss account
Other comprehensive income
Attributable to revaluation surplus of property, plant
and equipment

ANNUAL REPORT 2017

2017 2016
ceeven e Rupees... ... ..
(371,512) (330,860)
(3,903,951) (1,470,214)
(258,367,111) (185,394,912)
(4,021,969) -
164,369,244 27,244,187
(98,019,836) (158,150,725)
(102,295,299) (159,951,799)
82,018,073 -
(435,169) 18,160,030
435,169 1,010,909
82,018,073 (19,170,939)
82,018,073 -
82,018,073 -

10.2.1 During the year, net deferred tax assets for the carry forward of unused tax losses and minimum tax
amounting Rs. 164,369,244 (2016: Rs. 27,244,187) has not been recognized because there are remote
chances that taxable profit would be available in foreseeable future against which the unused tax

losses and unused tax credits can be utilized. 2017 2016
11 TRADE AND OTHER PAYABLES ...........Rupees............
Creditors 132,587,090 107,236,084
Accrued and other liabilities 81,335,152 90,378,505
Advance from customers 33,217,450 43,576,087
Liability against staff retirement benefits - gratuity 8,503,870 8,926,599
Unclaimed dividend 402,570 402,570
256,046,132 250,519,845
12 ACCRUED MARK UP/INTEREST
Long term financing 5,045,899 1,646,686
Short term borrowings 20,079,931 20,768,458
25,125,830 22,415,144
13 SHORT TERM BORROWINGS
Secured - from banking companies
Running finance 13.1&13.2 25,003,551 25,011,610
Cash finance 13.1 25,666,000 3,457,677
Bank overdrafts 13.3 312,523 -
50,982,074 28,469,287

13.1 Short term running finances are available from commercial banks under mark up arrangements
amounting Rs. 50 million (2016: Rs. 300 million). These are secured against pledge / hypothecation of
raw material, cotton and yarn, lien on export bills sent for collection against confirmed LCs, current
assets, receivables and personal guarantees of chief executive and sponsoring directors. These carries
mark up ranging from 7.54% to 11.00% per annum (2016: 7.35% to 11.00% per annum).
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13.2  As fully explained in note no. 7.1, the short tem borrowing form banking companies was restructured
/ rescheduled to long term financing.

13.3 This represents cheques issued by the company in excess of balance at banks which remained
unpresented.

13.4 As fully explained in note 7.4, the company had written back short term borrowings amounting Rs.

99,130,938.
2017 2016
14 PROVISION FOR TAXATION Note vee e Rupees............
Opening balance 10,763,419 10,307,478
Provision for the year 32 4,021,969 455,940
Less: Adjusted against available tax/ tax deducted at source (14,785,388) -
- 10,763,419

15 CONTINGENCIES AND COMMITMENTS

15.1 Contingencies

15.1.1 Letter of guarantee issued by bank on behalf of the Company amounting Rs. 22.683 million (2016: Rs.
22.683 million).

15.1.2 The company has filed a suit C.O.S No. 78/2015 before Honorable Lahore High Court against Habib
Metropolitan Bank Limited for recovery of Rs. 1,532.841 million on accounts of matters as fully
explained in note no. 7.4. The suit is presently pending adjudication before the Honorable Lahore High
Court. The management is pursuing the case diligently and legal council of the company is hopeful
that there is no scope of any fiscal loss to the company in this case.

15.1.3 Habib Metropolitan Bank Limited has filed a suit against the company before Honorable Lahore High
Court, wherein the Bank has claimed recovery of Rs. 256.197 million against principal as well as mark
up along with costs and cost of funds. The suit is presently pending adjudication before Honorable
Lahore High Court.

15.1.4 The company has filed a suit against the Habib Metropolitan Bank Limited before the Banking Court
Lahore challenging the Bank's act of reporting the name of the company in E-CIB of State Bank of
Pakistan. A stay order in this case was granted. Vide order dated May 20, 2017, this suit has been
disposed off by the learned Banking Court Lahore.

15.1.5 Habib Metropolitan Bank Limited has filed a writ petition before Honorable Lahore High Court
challenging the Banking Court's Stay Order passed in the Company's favor for reporting name of the
Company in E-CIB. This writ petition is presently pending adjudication before the Honorable Lahore
High Court. As the suit has been disposed off, thus this writ petition has also become infructuous.
Legal counsel of the company is hopeful that there is no scope of any fiscal loss to the company in this
case.

15.2 Commitments

15.2.1 There are no commitments as at year end. (2016: nil)
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16.2 Depreciation has been allocated as follows. Note
Cost of sales 27.1 39,678,397 45,146,992
Administrative expenses 29 665,775 810,012
40,344,172 45,957,004

16.2.1 Revaluation of property, plant and equipment
Had there been no revaluation the original cost and accumulated depreciation of revalued assets

would have been as follows as on June 30, 2017.

. Accumulated | Net book
Particulars Cost L
depreciation value

Freehold land 14,266,500 - 14,266,500
Factory building 190,249,857 81,336,933 108,912,924
Plant and machinery 717,244,618 343,849,303 373,395,315
Total (2017) 921,760,975 425,186,236 496,574,739
Total (2016) 921,760,975 399,801,592 521,959,383

As explained in note no. 6, freehold land, building, plant and machinery were revalued as at June
30, 2016 (previously these were revalued on June 30, 2013, 2008 and September 30, 2004) by
independent valuers "M/S. Harvester services (Pvt.) Limited, Valuers and Engineers, Lahore".

2017 2016
Note ... Rupees
17 LONG TERM DEPOSITS
Deposit against bank guarantees 5,034,000 5,034,000
Security deposits 2,918,894 1,956,105
7,952,894 6,990,105
18 STORES, SPARE PARTS AND LOOSE TOOLS
Stores 71,830,800 72,931,630
Spare parts 58,770,654 59,671,334
Loose tools 1,250 1,250
130,602,704 132,604,214
19 STOCK IN TRADE
Raw material 376,094,648 354,518,133
Work in process 3,634,035 2,703,264
Finished goods and waste 5,009,375 6,033,884
384,738,058 363,255,281

19.1 The carrying value of pledged stock is Rs. 32,679,122 (2016: Rs. 1,896,400).

19.2  Finished goods amounting Rs. nil (2016: Rs. 5,907,158) stated at their net realizable value Rs. nil
(2016 : Rs. 4,666,655). The amount charged to profit and loss in respect of stocks written down to
their net realizable value is Rs. nil (2016: Rs. 1,240,503). Finished goods stock includes waste stock
amounting Rs. 1,005,486 (2016: Rs. 1,181,151) carried at net realizable value.

20 TRADE DEBTS 2017 2016
Unsecured e Rupees
Considered good
Local yarn debtors 12,779,277 10,705,766
Local waste debtors 258,381 9,109,325

13,037,658 19,815,092

#
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21

22

23

24

25

26

LOAN AND ADVANCES

Considered good
Advances to:

Suppliers
Purchaser

Employees against salaries and wages

Note

TRADE DEPOSITS, SHORT TERM PREPAYMENTS AND
CURRENT ACCOUNT BALANCES WITH STATUTORY

AUTHORITIES

Advance income tax
Prepaid expenses

OTHER RECEIVABLES
Considered good

Receivable from associated companies

Considered doubtful

Karachi Metropolitan Corporation
Provision for doubtful receivables

TAX REFUNDS DUE FROM GOVERNMENT

Sales tax receivable

CASH AND BANK BALANCES

Cash in hand
Cash with banks in:

Local currency current account

SALES- NET

Yarn

Local sales
Export sales

Waste and others

Sales tax

Note

ANNUAL REPORT 2017

2017 2016
............ Rupees
18,436,285 14,436,565
1,062,433 228,502
997,452 976,432
20,496,170 15,641,499
14,874,173 27,628,974
4,925 -
14,879,098 27,628,974
1,072,062 1,182,562
1,396,700 1,396,700
(1,396,700) (1,396,700)
1,072,062 1,182,562
1,007,647 -
1,007,647 -
411,793 307,369
1,342,643 1,333,002
1,754,436 1,640,371
2017 2016
............ Rupees
392,102,967 252,035,172
- 41,308,566
392,102,967 293,343,738
8,253,093 7,092,108
400,356,060 300,435,846
- (7,548,141)
400,356,060 292,887,705

*




@5 RUBY TEKTILE MILLS LIMITED

27

27.1

27.11

COST OF SALES

Cost of goods manufactured
Finished goods and waste
Opening stock
Closing stock

Cost of goods manufactured

Raw material consumed

Stores, spare parts and loose tools consumed
Packing materials consumed
Salaries, wages and other benefits
Fuel and power

Vehicle running and maintenance
Repair and maintenance
Telephone, postage and telegrams
Traveling and conveyance
Printing and stationery
Entertainment

Insurance

Depreciation

Miscellaneous

Work in process
Opening stock
Closing stock

Raw material consumed
Opening stock

Purchases
Purchase expenses

Closing stock

Note

271

27.1.1

27.1.2

16.2

ANNUAL REPORT 2017

2017 2016
............ Rupees
510,536,887 399,866,576
6,033,884 24,432,410
(5,009,375) (6,033,884)
1,024,509 18,398,526
511,561,396 418,265,102
311,590,994 220,068,690
12,991,278 8,369,526
5,415,530 5,072,688
64,757,481 47,134,824
70,342,623 57,259,761
512,789 235,435
1,678,004 2,391,205
92,264 150,553
393,630 394,214
50,730 83,277
259,570 282,685
2,575,230 2,370,503
39,678,397 45,146,992
1,129,138 1,069,149
511,467,658 390,029,502
2,703,264 12,540,338
(3,634,035) (2,703,264)
(930,771) 9,837,074
510,536,887 399,866,576
354,518,133 369,136,403
330,010,969 201,350,513
3,156,540 4,099,907
333,167,509 205,450,420
687,685,642 574,586,823
(376,094,648)  (354,518,133)
311,590,994 220,068,690

27.1.2 This includes Rs. 762,193 (2016: Rs. 528,400) on account of staff retirement benefits - gratuity.

#
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2017 2016
Note ... Rupees............
28 DISTRIBUTION COST
Commission on:
Export sales - 787,911
Local sales 43,817 111,776
Freight and carriage on: 43,817 899,687
Export sales - 1,750
Local sales 2,500 388,000
Other expenses on: 2,500 389,750
Export sales - 1,507,916
46,317 2,797,353
29 ADMINISTRATIVE EXPENSES
Directors' remuneration 800,000 -
Salaries, allowances and other benefits 29.1 9,228,369 12,368,823
Fees and subscription 624,359 647,098
Traveling and conveyance 142,014 131,250
Vehicle running 252,951 651,097
Telephone, postage and telegram 579,589 631,816
Printing and stationery 251,883 297,547
Repair and maintenance 83,074 89,274
Electricity, gas and water 163,668 57,344
Insurance 458,814 459,375
Rent, rates and taxes 235,717 255,866
Entertainment 151,250 55,369
Legal and professional charges 1,366,391 314,500
Auditors' remuneration 29.2 796,000 796,000
Depreciation 16.2 665,775 810,012
Advertisement 97,930 59,730
Others 1,037,352 1,335,064

16,935,136 18,960,165

29.1 This includes Rs. 853,490 (2016: Rs. 1,034,124) on account of staff retirement benefits - gratuity.
29.2 Auditors' remuneration

Statutory audit fee 625,000 625,000
Half yearly review and other certifications 121,000 121,000
Review of code of corporate governance 50,000 50,000

796,000 796,000

30 OTHER INCOME
Income from non financial assets

Weigh bridge income 1,013,000 810,000
Scrap sales 127,799 38,755
Gain on disposal of fixed assets 598,661 -
Other income - 2,275
1,739,460 851,030
1,739,460 851,030

#
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31 FINANCE COST 2017 2016
............ Rupees
Interest / mark up on:
Long term financing 4,087,571 2,606,694
Short term borrowings 2,741,314 4,550,000
Bank charges and commission 348,136 490,443
Guarantee commission fee 437,231 44,240
Exchange loss on foreign currency loan 810,582 3,275,003

8,424,834 10,966,380

31.1 As fully explained in note no. 7.4, the company has not accounted for finance cost during the year
amounting Rs. 15,420,642 (2016: 14,916,918).

2017 2016
32 TAXATION e Rupees............
Current
Current year 4,021,969 455,940
4,021,969 455,940
Deferred
Current year (435,169) 18,160,030

3,586,800 18,615,970

32.1 Provision for the current year represents tax on income chargeable under final tax regime u/s 169
and under minimum tax on turnover due under section 113 of the Income Tax Ordinance, 2001. The
company has not accounted for Rs. 4,021,969 (2016: Rs. nil) deductible amount of tax paid under
this Section, as referred to note no. 10.2, which is certain to recoverable/adjustable against the
normal tax in future.

32.2 No numeric tax rate reconciliation is presented in these financial statements as the company is
either liable to pay tax under final tax regime u/s 169 or minimum tax u/s 113 of Income Tax
Ordinance 2001.

33  EARNING PER SHARE- BASIC AND DILUTED 2017 2016

33.1 Earning per share

Loss for the year Rupees (138,458,963)  (175,866,236)
Weighted average number of ordinary

shares outstanding during the year Numbers 52,214,400 52,214,400
Earning per share Rupees (2.65) (3.37)

33.2  There is no dilutive effect on the basic earning per share.
34 TRANSACTIONS WITH RELATED PARTIES

The related parties comprises associated companies, directors and key management personnel.
Amounts due to/from related parties are shown in the relevant notes to the financial statements.
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Transactions with related parties 2017 2016
......... Rupees

Long term financing from directors - Receipts 33,191,048 63,810,318

Long term financing from directors- Payments 25,883 5,960,000

Long term financing from associated companies - Receipts 1,020,384 6,004,430

Other receivable - considered good - Amount received back 110,500 -

There are no transactions with key management personnel.

The company has related party relationship with its associated undertakings, its directors and
executive officers. Transactions with related parties essentially entail sale and purchase of goods
and/or services from the aforementioned concerns. All transactions are carried out on commercial
basis.

Key management personnel are those persons having authority and responsibility for planning,
directing and controlling the activities of the entity. The company considers all members of their
management team, including the chief executive officer and directors to be its key management
personnel. There are no transactions with key management personnel.

There are no transactions with key management personnel other than under their terms of
employments / entitlements. Balance outstanding from related parties are unsecured and repayable
on demand or as contracted. Amounts due to related parties are shown in the relevant notes to the
financial statements.

35 FINANCIAL INSTRUMENTS BY CATEGORY

Financial assets and financial liabilities

Financial assets 2017 2016
veeeoeRupees...... ..ol
Loans and receivables
Long term deposits 7,952,894 6,990,105
Trade debts 13,037,658 19,815,092
Other receivables 1,072,062 1,182,562
Tax refund due from Government 1,007,647 -
Cash and bank balances 1,754,436 1,640,371

24,824,697 29,628,129

Financial liabilities

Financial liabilities at amortized cost

Long term financing from banking companies 42,134,876 45,468,209
Long term financing from others 83,015,625 97,174,687
Long term financing from directors and associates 511,676,866 477,601,817
Trade and other payables 222,828,682 206,943,758
Accrued interest and markup 25,125,830 22,415,144
Short term borrowings 50,982,074 28,469,287
Current portion of non current liabilities

Long term financing from banking companies 4,166,665 4,246,140

Long term financing from others 137,479,125 70,340,079

10,763,419

Provision for taxation -
1,077,409,743 963,422,539

36 FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES

The company has exposures to the following risks from its use of financial instruments:
36.1 Credit risk
36.2 Liquidity risk
36.3 Market risk
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The board of directors has overall responsibility for the establishment and oversight of company's risk
management framework. The board is also responsible for developing and monitoring the company's risk

management policies.

36.1 Creditrisk
36.1.1 Exposure to credit risk
Credit risk is the risk of financial loss to the company if a customer or counterparty to a financial instrument
fails to meet its contractual obligations, and arises principally from trades debts, advances and deposits, interest
accrued, other receivables and margin on letter of guarantee. The carrying amount of financial assets represents
the maximum credit exposure. The maximum exposure to credit risk at the reporting date is as follows:

2017 2016
ceeeeeeeRupees............
Long term deposits 7,952,894 6,990,105
Trade debts 13,037,658 19,815,092
Loans and advances 997,452 976,432
Other receivables 1,072,062 1,182,562
Bank balances 1,342,643 1,640,371

24,402,709 30,604,562

36.1.2 Geographically there is no concentration of credit risk.

36.1.3 The maximum exposure to credit risk for trade debts at the balance sheet date by type of customer is as follows:
Yarn 12,779,277 10,705,766
Waste 258,381 9,109,325

13,037,658 19,815,092

36.1.4 The aging of trade debtors at the balance sheet is as follows:

‘ Gross debtors ‘
2017Rupees 2016

Past due 0 - 30 days 10,605,006 15,852,074
Past due 31 - 90 days 452,659 2,774,113
More than one year 1,979,993 1,188,905

13,037,658 19,815,092

Based on the past experience, sales volume, consideration of financial position, past track records and recoveries
and economic conditions, the company believes that there is no need for provision of balance outstanding more
than one year.

36.1.5 Cash at banks

Rating Rating 2017 2016
Bank Name

Short Term | Long Term Agency ceveeeneeRupees....uu el
Habib Metropolitan Bank 214,357 210,518
Limited Al+ AA+ PACRA
Bank Alfalah Limited Al+ AA+ PACRA - 341,572
Meezan Bank Limited A-1+ AA JCR-VIS 76,211 72,818
Habib Bank Limited A-1+ AAA JCR-VIS 11,978 114,627
MCB Bank Limited Al+ AAA PACRA - 5,530
National Bank of Pakistan Al+ AAA PACRA 30,197 81,457
United Bank Limited A-1+ AAA JCR-VIS 10,783 871
Standard Chartered Bank Al+ AAA PACRA - 5,546
Limited
The Bank Of Punjab Al+ AA PACRA 9,024 192,154
Samba Bank Limited A-1 AA JCR-VIS 4,198 4,070
Soneri Bank Limited Al+ AA- PACRA 33,312 19,107
Faysal Bank Limited Al+ AA PACRA 10,372 208,080
Silk Bank Limited A-2 A- JCR-VIS 78,464 43,967
Nib Bank Limited Al+ AA- PACRA 14,576 14,576
Al Baraka Bank (Pakistan) A-1 A+ JCR-VIS 849,172 18,108
Limited 1,342,643 1,333,002
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36.2

#

Credit Risk Management

In respect of trade receivables, the company does not have significant concentration of credit risk with a single
customer. Formal policies and procedures of credit management and administration of receivables are
established and executed. In monitoring customer credit risk, the ageing profile of total receivables balances and
individually significant balances, along with collection activities are reported to the Board of Directors on a
monthly basis. High risk customers are identified and restrictions are placed on future trading, including
suspending future shipments and administering dispatches on a prepayment basis of confirmed letters of credit.
These actions are also reported to the Board on a monthly basis.

Liquidity risk

Liquidity risk is the risk that the company will not be able to meet its financial obligations as they fall due. The
company's approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient
liquidity to meet its liabilities when due, under both normal and stressed conditions, without incurring
unacceptable losses or risking damages to the company's reputation. The following are the contractual
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maturities of financial liabilities, including interest payments and excluding the impact of netting agreements;

2017
Carrying Contractual Mat.urlty Two to five More than
within one .
amount cash flows years five years
year
Rupees
Non - derivative Financial liabilities
Long term financings from
banking companies 46,301,541 46,301,541 4,166,665 2,500,002 39,634,874
Long term financings from
directors 511,676,866 511,676,866 - - 511,676,866
Long term financings from
others 220,494,750 220,494,750 35,765,625 137,812,500 46,916,625
Trade and other payables 256,046,132 256,046,132 256,046,132 - -
Accrued mark up / interest 25,125,830 25,125,830 25,125,830 - -
Short term borrowings 50,982,074 50,982,074 50,982,074 - -
1,110,627,193  1,110,627,193 372,086,326 140,312,502 598,228,365
2016
Carrying Contractual Mat'unty Two to five More than
within one !
amount cash flows years five years
year
Rupees
Non - derivative Financial liabilities
Long term financings from
banking companies 49,714,349 59,398,330 34,233,327 25,165,003 -
Long term financings from
directors 477,601,817 477,601,817 - - 477,601,817
Long term financings from
others 115,170,000 125,014,438 6,794,088 63,841,767 54,378,583
Trade and other payables 250,519,845 250,519,845 || 250,519,845 - -
Accrued mark up / interest 22,415,144 22,415,144 22,415,144 - -
Short term borrowings 28,469,287 30,790,957 30,790,957 - -
943,890,442 965,740,532 344,753,361 89,006,770 531,980,400
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36.2.1 The contractual cash flows relating to the above financial liabilities have been determined on the basis of mark
up rates effective as at June 30. The rates of mark up have been disclosed in relevant notes to these financial
statements.

36.2.2 Liquidity Risk Management
The company's approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient
liquidity to meet its liabilities when due, under both normal and stressed conditions, without incurring
unacceptable losses or risking damage to the company's reputation.

The company monitors cash flow requirements and produces cash flow projections for the short and long term.
Typically, the company ensures that it has sufficient cash on demand to meet expected operational cash flows,
including serving of financial obligations. This includes maintenance of balance sheet liquidity ratios, debtors
and creditors concentration both in terms of overall funding mix and avoidance of undue reliance on large
individual customer. Further, the company has the support of its sponsors in respect of any liquidity shortfalls.
36.3 Market risk

Market risk is the risk that changes in market prices such as foreign exchange rates, interest rates and equity
prices will affect the company's net profit or the fair value of its financial instruments. The objective of market
risk management is to manage and control market risk exposures within acceptable parameters, while
optimizing return.

36.3.1 Currency risk
Exposure to currency risk
The company is exposed to currency risk on trade debts, borrowing and import of raw material and stores that
are denominated in a currency other than the respective functional currency of the company, primarily in US
Dollar and Euro. The currencies in which these transactions primarily are denominated is US Dollar and Euro.

US Dollar ‘ ‘ Euro ‘ ‘ Others ‘ ‘ Rupees ‘
Financial liabilities
Foreign currency loan 2017 2,103,958 - - 220,494,750
Foreign currency loan 2016 1,599,950 - - 167,514,766

The following significant exchange rates applied during the year.

‘ Reporting date rates ‘

Financial assets ‘ 2017 ‘ ‘ 2016 ‘

US Dollar to Rupee 105 104.5

‘ Reporting date rates ‘

Financial liabilities \ 2017 || 2016 |

US Dollar to Rupee 104.8 104.7

Sensitivity analysis

10% strengthening of Pak Rupee against the following currencies at June 30, would have increased /
(decreased) equity and profit and loss by the amount shown below. The analysis assumes that all other
variables, in particular interest rates, remain constant. 10% weakening of Pak Rupee against the above
currencies at period end would have had the equal but opposite effect on the above currencies to the amount

shown below, on the basis that all other variables remain constant.
2017 2016

ceeeeeeRupees............

US Dollar 22,049,475 (8,375,738)

Euro - -

The sensitivity analysis prepared is not necessarily indicative of the effects on profit for the year and liabilities of
the company.

#
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36.3.2 Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. Majority of the interest rate exposures arises from short and long
term borrowings from bank and term deposits and deposits in PLS saving accounts with banks. At the balance
sheet date the interest rate profile of the company's interest bearing financial instrument is as follows:

2017 2016

veeeeaRupees......... ...
Fixed rate instruments
Financial assets - -
Financial liabilities 220,494,750 167,514,766
Variable rate instruments
Financial assets - -
Financial liabilities 96,971,091 78,183,636

Fair value sensitivity analysis for fixed rate instruments

The company does not account for any fixed rate financial assets and liabilities at fair value through profit and
loss. Therefore, a change in interest rates at the reporting date would not affect profit and loss account.

Cash flow sensitivity analysis for variable rate instruments

The company is exposed to interest rate risk in respect of its variable rate instruments. A 100 basis points
increase in variable interest rates would have decreased profit by Rs. 1,360,629 (2016: decreased profit by Rs.
71,567). A 100 basis points decrease in variable interest rate would have had an equal but opposite impact on
profit. This sensitivity analysis is based on assumption that all variables, with the exception of interest rates,
remain unchanged.

The effective interest / mark-up rates in respect of financial instruments are mentioned in respective notes to the
financial statements.

36.3.3 Price Risk
The company is not exposed to any price risk as it does not hold any significant investments exposed to price
risk.

36.4 Fair value of financial instruments

Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable
willing parties in an arm’s length transaction. Consequently, differences can arise between carrying values and
the fair value estimates.

Underlying the definition of fair value is the presumption that the Company is a going concern without any
intention or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse
terms.

The estimated fair value of all financial assets and liabilities is considered not significantly different from book
values as the items are either short - term in nature or periodically repriced.

International Financial Reporting Standard 13, ‘Financial Instruments : Disclosure’ requires the company to
classify fair value measurements using a fair value hierarchy that reflects the significance of the inputs used in
making the measurements. The fair value hierarchy has the following levels:

#
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- quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1)

- inputs other than quoted prices included within level 1 that are observable for the asset or liability,
either directly (i.e. as prices) or indirectly (i.e. derived from prices) (level 2) ; and

- inputs for the asset or liability that are not based on observable market data (unobservable inputs)
(level 3).

The level in the fair value hierarchy within which the fair value measurement is categorised in its entirety shall
be determined on the basis of the lowest level input that is significant to the fair value measurement in its
entirety.

Currently there are no financial assets or financial liabilities which are measured at their fair value in the
balance sheet.

2017 2016
36.5 Off balance sheetitems . Rs. (millions)......
Bank guarantees 22.683 22.683

36.6 The effective rate of interest / mark up for the monetary financial assets and liabilities are mentioned in
respective notes to the financial statements.

37 CAPITAL RISK MANAGEMENT

The company's prime object when managing capital is to safeguard its ability to continue as a going concern in
order to provide adequate returns for shareholder and benefits for other stakeholders and to maintain an
optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the company may adjust the amount of dividends paid to
shareholders, issue new shares or sell assets to reduce debt.

Consistent with others in the industry, the company monitors capital on the basis of the gearing ratio. The ratio
is calculated as total borrowings divided by total capital employed. Borrowings represent long term financing
and short term borrowings. Total capital employed includes total equity as shown in the balance sheet plus

borrowings.

2017 2016
Borrowings Rupees 636,827,367 620,244,713
Total equity Rupees (45,018,831) 82,323,452
Total capital employed Rupees 591,808,536 702,568,165
Gearing ratio Percentage 107.61 88.28

38 REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES

The directors have waived their remuneration and meeting fees for the previous year. The chief executive is
entitled to free use of company maintained car. Following is the detail of managerial remuneration paid to
directors and executive with their numbers:

2017 2016 2017 2016
--——-—-—-Directors---—-- -——-Executives---—-
Remuneration and other benefits 800,000 - 7,863,838 9,655,000
800,000 - 7,863,838 9,655,000
Number of persons 1 - 8 9

Executives are defined as employees with basic salary exceeding Rs. 500,000.

#
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39 CORRESPONDING FIGURES

Figures have been rearranged / reclassified wherever necessary for the purpose of better presentation and
comparison. However, no significant reclassifications were made in these financial statements.

40 NUMBER OF EMPLOYEES 2017 2016
Employees as at year end- numbers 195 253
Average employee during the year- numbers 173 237

41 CAPACITY AND PRODUCTION

Spindles installed (numbers) 33,072 33,072
Spindles worked (numbers) 12,480 12,480
Installed capacity converted in to 20/s (Kgs.) 10,266,624 10,266,624
Actual production of yarn converted in to 20/s (Kgs.) 1,723,578 1,752,647
Number of shifts worked per day 2 2

41.1 It is difficult to determine precisely described production capacity and the resultant production converted into
single count in the textile industry, since it fluctuates widely depending on various factors such as type of yarn
produced and raw material used etc. It would also vary according to the trend of production adopted in a
particular period. There was shortage of gas supply during winter season which resulted in reduced production
during the year 2017. Both of the units were not consecutively operational for the whole year as explained in
note 1.1.

42 DATE OF AUTHORIZATION FOR ISSUE

The financial statements were authorized for issue on 07 October, 2017 by the board of directors of the
company.

43 GENERAL

Figures have been rounded off to the nearest of Rupee.

Vi R
- W\
CHIEF EXECUTIVE DIRECTOR CHIEF FINANCIAL OFFICER
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FORM OF PROXY

The Company Secretary,
PLEASE QUOTE:
RUBY TEXTILE MILLS LIMITED, Folio No. | No. of Shares held

203-Faiyaz Centre, 2" Floor,
3-A, S.M.C. Housing Society
Shahrah-e-Faisal,
Karachi-74400.

1/We of

being a member of Ruby Textile Mills Limited hereby appoint

of

who is also member if Company vide Registered Folio No............... asmy / our proxy to attend, act and vote
for me / us and on my / our behalf at the Annual General Meeting of the Company to be held at
203-Faiyaz Centre, 2" Floor, 3-A, S.M.C. Housing Society, Shahrah-e-Faisal, Karachi-74400 on Tuesday
October 31st,2017 at 4:00 p.m.

In witness whereof I have set my hand this dayof — — 2017.

Date:

Place:

Member’s Signature:

Notes:

1. Thisproxy form must be deposited duly completed in the Company's Registered Office at least 48 hours
before the meeting.

2. Aproxy must be member of the Company.

3. Member's Signature should agree with the specimen registered with the Company.

#
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HEAD OFFICE

35-Industrial Area, Gulberg-III,
Lahore-54660, Pakistan.
Ph#(+92-42)3571-4601,3576-1243-4
Fax:(+92-42)3571-1400, 3576-1222

Email:info@rubytextile.com.pk

REGISTERED OFFICE
Room#. 203, Faiyaz Centre, 2nd Floor,3-A,

S.M.C.H.S., Shahrah-e-Faisal, Karachi-74400
Ph#(+92-21) 3439-6600,3438-7700
Fax#(+92-21) 3439-8800

Email:aslamd9@yahoo.com

MILLS

Raiwind -Manga Road,

Raiwind, District Kasur-55050, Pakistan
Phone:(+92-42) 3539-1031,3539-2651-2
Fax:(+92-42) 3539-1032

Email:wasim@rubytextile.com.pk
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