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CHAKWAL SPINNING MILLS LIMITED
DIRECTORS’ REPORT TO THE SHAREHOLDERS

The Directors take great pleasure to present before you the 27" Annual Report of your company
together with Audited Financial Statements for the year ended June 30, 2014.

Pertformance of the company

By the grace of Almighty Allah, despite stiff economic conditions and challenges, your
company remained on the track of profitability during the year under review. The
company posted a sales revenue of Rs.2.721 billion compared to Rs.2.742 billion for last
year. The company earned gross profit of Rs.228.754 million compared to Rs.331.149
mtllion ol previous year showing a decrease of 30.92% mainly due to drastic increase in
clectricity and gas tariff, increase in cotton prices and rise in salaries and wages. The
company has registered a net profit of Rs.52.259 million compared to Rs.116.373 million of last
vear. All other expenses were kept under control except finance cost which is 29.93% higher over
the last year due to increase in KIBOR rates during the year and late payments received from
buvers abroad.

Investment in plant and machinery

Durmg the year, the company spent Rs.58.020 million in plant and machinery from own sources
in-addition to import of Auto Cone Winding Machine for Rs.24.352 million under lease
arrangements with Habibmetro Bank Ltd. to ensure supply of premium quality yarn to our
customers. The management 1s making it strenuous efforts and hopes that its efforts will prove
truittul to keep the company on the track of profitability.

Dividend

Lhe directors have great pleasure to recommend payment of cash dividend of Rs. 0.50 (10%) per
share for the year ended June 30, 2014 to the minority shareholders. This is in addition to interim
cash dividend of Rs.0.25 (5%) per share already paid during the year. However, directors have
torcgone their right to receive the dividend.

l'uturce outlook

Spinning industry 1s the core industry of Pakistan and is playing a pivotal role in
strengthening the economy of the country. The major factors hampering the performance of

spinning industry which is already striving hard are acute shortage of natural gas especially in
the provinee of Punjab, sever electricity load shedding in addition to higher power tariff. Despite
ILLLIII Hood m the country, cotton crop largely remained unaffected and prices have declined.
Cotton experts are hopetul that production targets of cotton for the year 2014-15 shall be
achieved. The management is fully aware of the affairs of the company and is taking every step
necessary to meet the challenges and to improve the financial health of the company except

external tactors beyond their control.



The directors wish to place on record their appreciation for the true efforts of the executives,
otticers, statf members and workers of the company in achieving the best possible results. They
also thanks their shareholders, customers and banks for their continued support in smooth running
of company’s operations and are hopeful that their cooperation will be continued with the same
spirit in the years to come.

For and on behalf of the Board

\_/"‘M/_'ﬁ
[.ahore (KHAWAJA MOHAMMAD JAHANGIR)
October 10, 2014 Chief Executive



CHAKWAL SPINNING MILLS LIMITED

Statement of Compliance with the Code of Corporate Governance

This statement is being presented to comply with the Code of Corporate Governance (CCG)
contained in regulation No. 35 of listing regulations of both Karachi Stock Exchange and
Lahore Stock Exchange 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.(CCG)

The company has applied the principles contained in the CCG in the tollowing manner:

1. The company encourages the representation of independent non-executive directors on
its Board of Directors. At present the Board includes -

Category Names
Independent Director 1. Mr. Mohammad Tariq Sufi
Executive Directors 1. Khawaja Mohammad Jahangir
2. Khawaja Mohammad Kaleem
Non Executive Directors 1. Khawaja Mohammad ]Javed
2. Khawaja Mohammad Tanveer
3. Khawaja Mohammad Nadeem
4. Mr. Mohammad Naveed
5. Mr. Mohammad Aman

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 wherever applicable)

3. All the resident 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 stock exchange, has been declared as a defaulter by that stock exchange.

4. No casual vacancy occurred in the Board during the year.

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

« Dpolicies 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
condition of employment of the Chief Executive and other working director(s) have
been taken by the board/shareholders.



9.

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

The Directors at Chakwal Spinning Mills Board are fully conversant with their duties

and responsibilities as Director of corporate bodies. The Chief Executive recommends that
the members of the Board should approach him, should they feel any necessity to conduct
other orientation courses in this regard.

10.

The Board has already approved appointment of Chief Financial Officer, Company

Secretary and Internal Auditor, their remuneration and terms & conditions of employment.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

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

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

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

The company has complied with all the corporate and financial reporting requirements
of the CCQG.

The Board has formed an Audit Committee, It comprises of three members, of whom all
are non executive directors and the chairman of the committee is also from non
executive director.

The meetings of the Audit Committee were held at least once every quarter prior to
approval of interim and final results of the Company and as required by the CCG. The
terms of references of the committee have been formed and advised to the committee

for compliance.

The board has formed an HR and Remuneration committee; It comprises of three
members, including the CEO and the non executive directors while the chairman of the
committee is a non executive director.

The Board has set up an effective internal audit department which is suitably qualified
and experienced for the purpose and is conversant with the policies and procedures of
the company.

The statutory auditors of the company have confirmed that they have been given
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 ICAP.

The statutory auditors or the persons associated with them have not been appointed to
provide other services except in accordance with the listing regulations and the auditors

have confirmed that they have observed IFAC guidelines in this regard.



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. All related party transactions entered during the year were at arm’s length basis and
these have been placed before the Audit Committee and Board of Directors. These
transactions are duly reviewed and approved by Audit Committee and Board of

Directors.

24. We confirm that all other material principles enshrined in the CCG have been complied

with.
\
Lahore : Khawaja Mohammad Jahangir
October 10, 2014 Chief Executive
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REVIEW REPORT TO THE MEMBERS ON STATEMENT OF COMPLIANCE WITH BEST
PRACTICES OF CODE OF CORPORATE GOVERNANCE

We have reviewed the Statement of Compliance with the best practices contained in
the Code of Corporate Governance prepared by the Board of Directors of Chakwal

Spinning Mills Limited to comply with the Listing Regulation of respective stock
exchanges where the Company is listed.

The responsibility for compliance with the Code of Corporate Governance 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 of Corporate Governance and report if it does not. A review is limited
primarily to inquiries of the company personnel and review of various documents
prepared by the Company to comply with the Code.

As part of our audit of 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's 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 arm’s 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. '

Other Offices at:

Islamabad:  Housc # 726, Street 34, Margalla Town, off Murree Road, Islamabad.

karachi:

Tel: +92-51-2840487-88, Fax: +92-51-2840486

Tel: +92-21-32412212, 32443706 Fax: +92-21-32472235

sSutte # 602-B, 6th Floor, Business & Finance Center, I.1. Chundrigar Road, Karachi - -
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9.

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 of Corporate Governance as applicable to the company for the year
ended June 30, 2014.

/ oy 17 ““]//

ahore. SORALE Aslam Malik & Co.
Dated: October 10, 2014 foor N Chartered Accountants
\ A .
W Audit Engagement Partner:

BT Mohammad Aslam Malik
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AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed balance sheet of CHAKWAL SPINNING MILLS LIMITED as at

June 30, 2014 and the related profit and loss account, statement of comprehensive
income, cash flow statement and statement of changes in equity together with the notes
torming 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 purposes of our audit.

It 1s the responsibility of the company's management to 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 Companies Ordinance,
1984. Our responsibility i1s 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 matenal
misstatement. An audit include examining, on a test basis, evidence supporting the
amounts and disclosures in the above said statements. An audit also includes assessing
the accounting policies and significant estimates imade by management, as well as,
cvaluating the overall presentation of the above said statements. We believe that our

audit provides a reasonable basis for our opinion and, after due verification, we report
that:

(a) N our opinion, proper book of accounts have been kept by the company as
required by the Companies Ordinance, 1984.

(b) IN our opinion

(1) the balance sheet and profit and loss account together with the notes
thereon have been drawn up in contormity with the Companies Ordinance,
1984, and are in agreement with the books of account and are further in
accordance with accounting policies consistently applied except for
changes as stated in note 3 with which we concur .

(1) the expenditure incurred during the year was for the purpose of the
v company's business; and

un. the business conducted, investments made and the expenditure incurred
during the year were in accordance with the objects of the company;

Other Offices at:
Islamabad: Housc # 726, Strcet 34, Margalla Town, off Murrce Road, Islamabad.
Tel +92-51-2840487-88, Fax: +92-51-2840486

Karachi: suite # 602-B, 6th Floor, Business & Finance Center, 1.I. Chundrigar Road, Karachti
Tel: +92-21-32412212, 32443706 Fax: +92-21-32472235



Aslam Malik & Co. .. Continuation Sheet

(C) in our opinion and to the best of our information and according to the
explanations given to us, 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 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, 2014 and of the profit, its cash
flows and changes in equity for the year then ended, and

(d) In our opinion Zakat deductible at source under the Zakat and Usher
Ordinance, 1980(XVIlIl of 1980), was deducted by the Company and
deposited in the Central Zakat Fund established under Section 7 of that

Ordinance.
\
Lahore. i ! Aslam Malik & Co.
Dated: October 10, 2014 's: .y Chartered Accountants

r Audit Engagement Partner:
Mohammad Aslam Malik




CHAKWAL SPINNING MILLS LIMITED
BALANCE SHEET AS AT JUNE 30, 2014

2014 2013 2014 2013
Note Rupees Rupees Note Rupees Rupees
CAPITAL AND LIABILITIES ASSETS
Share Capital and Reserves Non Current Assets
Authorized capital: Poperty, plant and equipment 14 1.121,979,763 936,286,340
100,000,000 (2013: 100,000,0000f Rs.05/- each) ordinary - Capital Work In Progress 15 13842397 05644/0
shares of Rs.5/- each 500,000,000 500,000,000 1,135,822,160 936,850,810
Issued, subscribed and paid up share capitat 4 200,000,000 200,000,000 Long term loans 16 5,511,500 5,424 997
Accumulated Profit 211,166,141 188,875,776  Long term deposits 17 8,797,191 6,357,191
411,166,141 388,875,776
14,308,691 11,782,188
Surplus on Revaluation of Property,
Plant and Equipment 5 193,399,152 54,804,506
Current Assets
Loan from Directors (subordinated) 6 271,256,000 371,256,000
Stores and spares 18 15,660,047 14,612,074

Liabilities Against Asset Subject Stock in trade 19 294,934,404
to Finance Lease 7 11,825,122 - Trade debts 20 90,972,068

Loans and advances 21 174,638,598

367,498,693
104,670,793

194,334,009

Non Current Liabilities
Trade deposits, prepayments

Deferred liabilities 8 84 503,658 75,301,703 and other receivables 22 13,770,303 23,380,429
Cash and bank balances 23 9,553,688 727,650
Current Liabilities 599,529,709 705,223,648
Trade and other payables g 383,132,649 409,929 618
Accrued mark- up 10 0,646,162 8,998 455
Short term borrowings 11 372,263 513 328,247 414
Current portion of non current liabiliries 7 5,349,418 -
Provision for taxation 12 7.118,745 16,443,174
777.510,487 763,618,661
Contingencies and Commitments 13 - -
1,749 660,560 1,653,856,646 1,749,660,560 1,.653,856,646

The annexed notes 1 to 41 form an integral pant of these financial statements.

lﬂr..VIl\lll\l\.rl\l-\-(
)

Lahore (Khawaja Mdhammad Jahangir) (Khawadja Mohammbad Kaleem)
October 10, 2014 Chief Executive Director




CHAKWAL SPINNING MILLS LIMITED
PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2014

2014 2013
Rupees Rupees

Sales 24 2,720,953,201 2,741,831,972
Cost of sales 25 (2,492,198,739)  (2,410,682,473)
Gross Profit 228,754,462 331,149,499
Distribution cost 26 [ (56,259.821)|[  (67,580,564)
Administrative expenses 27 (58,638,830)] (83,251,488))

_(114,898,651) 150,832,052)
Operating Profit 113,855,811 180,317,447
Finance cost 28 (46,983,353) (36,160,280)
Other operating expenses 29 (5,126,336) (7,860,460)
Other operating income 30 696,876 2,001,188
Profit before Taxation 62,442 998 138,297 895
Taxation 31 (10,184,229) (21,924,876)
Profit after Taxation 52,258,769 | 116,373,019
Earnings per Share - Basic & Diluted 32 1.31 _ _2.91__

The annexed notes 1 to 41 form an integral part of these financial statements.

L 4

X

\_/_/'7’"/70 >
(Khawaja Mm::g Kaleem)

Lahore (Khawaja Mohammad Jahangir)
October 10, 2014 Chief Executive Director
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CHAKWAL SPINNING MILLS LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2014

2014 2013
Rupees Rupees
Profit after taxation 52,258,769 116,373,019
Other comprehensive income for the year ' - -
Items that will not be reclassified to Profit or loss - -
Remeasurment of net deifned benefit liability 8.1.3 (5,758,978) (6,529,429)
Total comprehensive Income for the year 46 499,791 109,843,590

The annexed notes 1 to 41 form an integral part of these financial statements.

\_/J\7/—7\J
Lahore (Khawaja Mohammad Jahangir) (Khawaja Mohammagd Kaleem)
October 10, 2014 Chief Executive Director
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CHAKWAL SPINNING MILLS LIMITED

CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2014

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before taxation
Adjustments for:

Depreciation
Provision for gratuity
Gain on disposal of property, plant and equipment
Assets writen off
Unciaimed liabilities written back
- Finance cost
- Workers' {profit) participation fund

Operating profit before working capital changes

- Stores and spares
Stock in trade
Trade debts
Loans and advances
Trade deposits, prepayments and
other receivables
Increase / (decrease) in current liabilities
Trade and other payables

Cash generated from operations

Finance cost paid
Gratuity paid

Long term advance
Income tax paid

Net cash from Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property, plant and equipment
Capital Work in Progress

Long term loans

Long term Financing

_ong term deposits

nterest received
Net Cash used in Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES

Short term borrowings

Long term Loan

Liabilities against assets subject to finance lease
Dividend paid

Net Cash from Financing Activities

Net Increase/(Decrease) in Cash and Cash Equivalents

Cash and cash equivalents at the beginning of the year

Proceeds from disposal of property, plant and eguipment

2014 2013
Rupees Rupees
62.442 998 138.297.895
50660149 | [ 54,901,845

9,279 657 8.005,070

(696,876) (1,299,155)!

1141463 | |

; (391,549)

' 46 983,353 36,160,280 |

) 3,3_99,373_| | 7.210,460 |
119,677,619  _ 104,586,950
182.120.617 242 884 845

(1,048,573)] ~ 623015

72 564 289 (91,763,522)
| 13,698,725 | 34,990,404
18,705,275 | | (111,368,784)|
9610,126 4 806,740

L_ (29,571,466)| 21,201,385 |

83,958,376
266,078,993

(46,335,647)
(5,836,680)

~ (19,157.,663)

194,749,003

(141,510,762)

101,374,083

(34,020,512)
(4,146,299)
3,000,000

(30,690,113)

35,617,158

(130,408,776)]
(13,277,927)
(86,503)

(2,439,887)
920,120 |

|

il

(117,304 ,678)
(564,470)
(675,000}

(751,742)
2,019,010
(5,600,000)

(145,292,973)

44,016,099
(100,000,000}

17,174,540
(1,820,631)
(40,629,992)

8,826,038

727,650
9,553,688

(122,876,880)

85,455,869

85,455,869

(1,903.853)

2,631,503
727 650

The annexed notes 1 to 41 form an integral part of these financial statements.

— 7

(Khawaja Mohammad Jahangir)

lL.ahore

October 10, 2014 Chief Executive

(Khawaja Mohammad Kaleem)
Director
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CHAKWAL SPINNING MILLS LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2014

Balance as at June 30, 2012

Effect of change in accounting policy Note. 3
Balance as on July 01, 2012 (re-stated)

Reduction of share Capital
Interim dividend

Total comprehensive income for the
Year ended June 30, 2013

Transfer from surplus on revaluation of property, plant and

equipment in respect of incremental depreciation charged
in current year - net of deferred tax

Balance as at June 30, 2013

Total comprehensive income for the
Year ended June 30, 2014

Interim dividend

Transfer from surplus on revaluation of property, plant and
equipment in respect of incremental depreciation charged
in current year - net of deferred tax

Adjustment of Revaluation of fixed assets

Balance as at June 30, 2014

Accumulated

Share Capital (Loss) / Profit Total
Rupees Rupees Rupees
400,000,000 (120,749,105) 279,250,895

(3,602,284) (3,602,284)

400,000,000 (124,351,389) 275,648,611

(200,000,000) 200,000,000 -

(561,171) (561,171)

109,843,590 109,843,590

3,944,747 3,944,747

200,000,000 188,875,776 388,875,776
46,499,791 46,499,791

(1,285,252) (1,285,252)

3,418,317 3,418,317

(26,342,492) (26,342,492)
200,000,000 211,166,141 411,166,141

The annexed notes 1 to 41 form an integral part of these financial statements.

c

w

Lahore (Khawaja Mohamrhad Jahangir)
Chief Executive

QOctober 10, 2014

(Khawaja Mohanffnad Kaleem)

Director



2.1

2.3

~-8-

CHAKWAL SPINNING MILLS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2014

THE COMPANY AND ITS OPERATIONS

The Company was incorporated in Pakistan on January 31, 1988 as a Public Limited Company. lts shares are
quoted on the Karachi and Lahore Stock Exchanges. The registered office of the Company is situated at 7-E
3/1 Main Boulevard Gulberg lll, Lahore. The Company is engaged in the business of textile spinning, knitting,
fabrics processing and garment stitching.

SIGNIFICANT ACCOUNTING POLICIES

Statement of compliance

These financial statements have been prepared in accordance with approved accounting standards as
applicable in Pakistan and the requirements of Companies Ordinance, 1984. Approved accounting standards
comprise of such International Financial Reporting Standards ('IFRSs’) issued by the International Accounting
Standards Board as notified under the provisions of the Companies Ordinance, 1984, provisions of and
directives issued under the Companies Ordinance, 1984. In case requirements differ, the provisions of or
directives under the Companies Ordinance, 1984 shall prevail

Basis of measurement

These financial statements have been prepared under the historical cost convention except certain
oroperty, plant and equipment that have been stated at revalued amount and retirement benefits which have
been recognized at present value determined by actuary.

Significant Accounting Judgments and Estimates

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. Estimate and judgments are continually evaluated and are based
on historic experience and other factors, including expectations of future events that are believed to be
-easonable under the circumstances. In the process of applying the Company’'s accounting policies.
management has made the following estimates and judgments which are significant to the financial

statements.

Staff retirement benefits

Certain actuarial assumption has been adopted as disclosed in note 4 the financial statements for valuation of
present value of defined benefit obligations.

Property, plant and equipment

The Company has made certain estimations with respect to residual value and depreciable lives of property,
nlant and equipment. The Company reviews the value of assets for possible impairment on an annual basis.
Any change in the estimates in future years might effect the remaining amounts of respective items of
oroperty, plant and equipments with a corresponding effect on the depreciation charge and impairment.

Income Taxes

In making the estimates for income taxes payable by the Company, the management considers current
income Tax law and the decisions of appellate authorities on certain cases issued In past.
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2.4 Adoption of New and Revised Standards and Interpretations

Standards, amendments and interpretations to existing standards that are not yet effective and have not been
early adopted by the Company:

Effective date
(annual reporting

periods beginning
on or after)

01-Jul-14
01-Jul-14

IFRS-2 1Share-based Payments (Amendments
FRS-3 [JBusiness Combinations (Amendments

FRS-8 [|Operating Segments (Amendments 01-Jul-14
Regulatory Deferral Accounts

Revenue from Contracts with Customers
Property, Plant & Equipment (Amendments)

01-Jan-16
01-Jdan-17
July 1, 2014 &
January 01, 2016

IFRS-14
IFRS-15
IAS-16

IAS-19
AS-24
AS-32
AS-36
IAS-38 [Intangible Assets (Amendments)
Ag.2g  |Financial Instruments: Recognition and
Measurement (Amendments)

IAS-40
IAS-41
IFRIC 21 JLevies 01-Jan-14

The management anticipates that adoption of above standards, amendments and interpretations in
future periods will have no material impact on the Company’s financial statements other than in
presentation / disclosures

Further, the following new standards and interpretations have been issued by the International
Accounting Standards Board (IASB), which have not been notified upto June 30, 2014 by the
Securities and Exchange Commission of Pakistan, for the purpose of their applicability in Pakistan:

IFRS-1  First-time adoption of International
Financial Reporting standards

IFRS-9  Financial instruments

IFRS-10 Consolidated financial statements

IFRS-11  Join arrangements

IFRS-12 Disclosure of interests in other entities

IFRS-13 Fair value measurement

The following interpretations issued by the IASB have been waived of by SECP:

IFRIC 4 Determining whether an arrangement contains a lease
IFRIC 12 Service concession arrangements
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Staff retirement benefits

The company operates an unfunded and unapproved gratuity scheme for its employees, which is a defined
benefit plan based upon the last salary drawn by an employee. Present value of defined benefit obligation Is
calculated on the basis of actuarial valuation at the end of the year. The valuation in these accounts is worked

out on the Projected Unit Credit Actuarial Cost method.

Any Actuarial gains and losses are recognized immediately in the statement of other Comprehensive income.

Provisions

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

Trade and other payables

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

Taxation

Current

Charge for taxable income is based at current tax rates after taking into account all tax credits and rebates
available, if any. In case of taxable loss higher of minimum tax u/s 113 and presumptive tax u/s 154 of the
Income Tax Ordinance is provided in the accounts.

Deferred

Deferred tax is accounted for using the balance sheet liability method in respect of ali temporary differences
arising from differences between the carrying amount of assets and liabilities in the financial statements and
the corresponding tax bases used in the computation of the taxable profit. Deferred tax liabilities are generally
recognized for ali taxable temporary differences and deferred tax assets, as required by 1AS-12 (Income
Taxes), are recognized to the extent that it is probable that taxable profits will be available against which the
deductible temporary differences, unused tax losses and tax credits can be utilized.

Property, plant and equipment

Owned assets

Property, plant and equipment are stated at cost / revalued amount less accumulated depreciation and
identified impairment losses except free hold land that is stated at cost. Cost of property, plant and equipment
consist of historical cost borrowing cost pertaining to the construction and erection period and directly
attributable cost of bringing the assets to working condition.

Depreciation on property, plant and equipment has been provided for using the reducing balance method at
the rates specified in Note 13. Depreciation on all additions is charged from the month the asset is ready for
the intended use and on disposals is charged upto the month in which the asset is disposed off
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Where an impairment |0ss is recognized, the depreciation charge is adjusted in future periods to allocate the
asset's revised carrying amount over its estimated useful life.

Maintenance and normal repairs are charged to income as and when incurred. Major renewals and
replacements are capitalized. Gain or loss on disposal of property, plant and equipment are included in the
current year income.

Leased assets
Assets subject to finance lease are stated at the lower of present value of minimum lease payments under the
lease agreements and the fair value of such assets. The related obligations under the lease are accounted for

at net present value of liabilities. The assets so acquired are depreciated over their expected useful life at the
same rates and basis as of owned assets given in Note 13. The depreciation is charged to current year's

Income.

Capital work-in-progress

Capital work-in-progress is stated at cost less any identified impairment loss.
Impairment

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.

Stocks and stores

These are valued at lower of cost and net realisable value. Costs are determined using the following basis:

Stores and spare parts - at moving average cost

Raw materials - at average cost

Work 1n process - at manufactunng cost using average cost method
Fimished goods - at average manufacturing cost .

Goods in transit - at cost comprising invoice value plus other charges

incurred thereon.

Manufacturing cost in relation to work in process and finished goods comprises cost of material, labour and
appropriate manufacturing overheads.

Net realizable value signifies estimated selling price in the ordinary course of business less necessary cost to
make the sale.

Trade debts

All outstanding receivables are reviewed at the balance sheet date. The Company recognizes and carries
these receivables at original invoice amount less an allowance for any uncollectible amounts, If any. Bad
debts, if any, are written off as incurred and provision is made against debts considered doubtful when

collection of the full amount is no longer probable.
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Foreign currency transactions and translation

Transactions denominated in foreign currencies are initially recorded at Pak Rupees by applying the foreign
exchange rate ruling on the date of transaction. Monetary assets and liabilities in foreign currencies are
translated into Pak Rupees at exchange rate prevailing at the balance sheet date except for balances covered
under forward exchange contracts, which are converted at the contracted rates. Exchange differences are

included in iIncome currently.
Cash and cash equivalents

For the purpose of cash flow statement, cash and cash equivalents include cash in hand, cheques in hand and
deposits with banks. -

Financial instruments

Financial instruments are recognized in the financial statements when the Company becomes a party to the
contract and ceases to recognize when it loses control of contractual rights, in case of financial assets, and In
case of financial liability when the liability is extinguished. Any gain or loss on subsequent remeasurement /

derecognition Is charged to income.

A financial asset and financial liability is offset and the amount is reported in the balance sheet if the Company
has a legaily enforceable right to set-off the recognized amounts and intends either to settle on a net basis or

to realize the asset and settle the habihty simultaneously.
Related party transactions

Transactions with related parties are made at arm's length prices using comparable uncontrolted price method
except in circumstances where it is not in the interest of the Company to do so.

Financial Assets and Liabilities

Financial assets and liabilities are recognized when the Company becomes a party to the contractual
provisions of the instrument and are de-recognized, in case of financial assets when the Company loses
control of the contractual rights through either realization, surrender or expiration and in case of financial
liability on extinguishments, discharge, cancellation or expiration of obligation specified in the contract.

Financial assets include investments, cash and bank balance, trade debts, advances, deposits and other
receivables. Trade debts are stated at their nominal value as reduced by appropriate allowances for estimated
irrecoverable amounts, while other financial assets are stated at cost. Any gain or loss on the recognition and
derecognition of the financial assets is included in the net profit and loss for the period in which it arises.

Financial liabilities are classified according to the substance of the contractual arrangement entered into.
Significant financial liabilities include creditors, accrued and other liabilities and unclaimed creditors, accrued
and other liabilities and unclaimed dividend are stated at their nominal value. financial charges are accounted
for on accrual basis. Any gain or ioss on the recognition and derecognition of the financial liability is included
in the net profit and loss for the period in which it arises.

Borrowing Cost

Borrowing costs are charged to income as and when incurred except to the extent costs directly attributable to
the acquisition, construction or production of a qualifying asset are capitalised as part of the cost of asset.
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Offsetting of Financial Assets and Financial Liabilities

A financial asset and a financial liability is offset and the net amount is reported in the balance sheet if the
company has legally enforceable right to set-off the recognised amounts and intents either to settle on a net
basis or to realise the asset and settle the liability simultaneously.

Dividend

Dividend distribution to the shareholders is recognized as a liability in the period in which It is approved by the
shareholders.

Functional and presentation currency

The financial statements are prepared and presented in Pak Rupees which is the Company's functional and
presentation currency.

Revenue recognition

-  Revenue from local sales is recognized on despatch of goods to customers and from exports at

the time of bitl of lading.
- Dividend income is accounted for when the right to receive dividend has been established.

Profit / interest is accounted for on accrual basis.
- Rebates are accounted for as and when allowed.

Change in Accounting Policy

The company has adopted IAS-19 (Revised) 'employee Benefits" which is effective for accounting period
beginning on or after January 01,2013. Consequent to the changes in IAS-19 ‘Employee Benefits' the
company is required to recognize all actuarial gain and losses directly to equity through the Statement of
Other Comprehensive Income as these occur. The changes in accounting policy has been accounted for
retrospectively as required under the International Accounting Standard - 8 'Accounting Policies, Changes in
Accounting Estimates and Errors' and the comparative financial statement have been re-stated.

The effect of retrospective application of the change in accounting policies are as follow:

June 30, 2013 June 30, 2012

Rupees Rupees

Impact on Balance Sheet

- Increase in Employees Retirement Benefit 6,529,429 3,602,284

- Decrease in Un-Appropriated profit (6,529,429) (3,602,284)
Impact on Changes in Equity
Increase / (Decrease) in Un-Appropriated profits

- Cumulative effect of prior Years - 1,508,158

- Impact for the year ended (6,115,401) (5,524,470)
Impact on Other Comprehensive Income
Increase/(Decrease) due to remeasurement of Retirement (6,115,401) (5,524,470)

As a result of the retrospective application of change in accounting policy, due to adoption of IAS 19 (revised),
there was no effect on 'earnings per share', Profit & loss Account and Cash flow statements for the year

ended June 30, 2013.
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Note 4
Issued, Subscribed and Paid up Capital

2014 2013 2014 2013

No. of shares Rupees Rupees

40,000,000 40,000,000 Ordinary shares of Rs. 5 each (2013 Rs. 5) fully paid in
___.cash. ~_200,000,000 200,000,000

- L e -

4.1 The paid up Capital of the company was reduced to the extent of 50% i.e. Rs. 200 million by cancelling the issued and
paid up capital of the company which has been lost are un- presented by its valuable assets as per orders of honorable
Lahore High Court, Lahore vide CO No.54/2011 duly acknowledged by Securities and Exchange Commission of Pakistan.

4.2 Shares held by related parties are as follows: 2014 2013
No. of Shares No. of Shares
Naveed Industries (Private) Limited - 250,000
Percentage of equity held (2013: 0.625%)
Note 5
Surplus on Revaluation of Property Plant and Equipment
. - o - . - 2014 - 2013
Rupees Rupees

Free hold Land

Balance as at July 01 -
Surplus arising on revatuation carried out during the year 5.1 69,510,708 -

69,510,708

Building on free hold Land

Balance as at July 01 - _
Surplus arising on revaluation carried out during the year 5.1 58,852,746 -

58,852,746 -

Plant and machinery

Balance as at July 01 54 804,506 58,749,253
Related deferred tax 5.2 (639,033) (530,799)
Incremental depreciation charged on revalued plant and machinery

in current year transferred to retained earnings (3,418,317) (3,413,948)
[ncrease in surplus arising on revaluation carried out during the year 5.1 -, 13,504,892

64,252,048 54,804,506

Power house

Balance as at July 01 -
Surplus arising on revaluation carried out during the year 5.1 783,650 -

783,650 -

193,399,152 54,804,506

5.1 This represents surplus resulting from revaluatin of freehold land, building and plant & machinery carried out on June
27, 2014 by Messrs Material & Design Services (pvt) Limited, an independent valuer on prevaling market prices.
Perviously revaluation of plant & machinery was carried out on May 18, 1996 by an independent valuer.

5.2 This represents amount transferred (to)/from deferred tax liability due to change in proportion of local and export sales
that has resulted in change in estimate of deferred tax on surplus on revaluation of property, plant and equipment.
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8.1 Staff Gratuity-Defined Benefit Plan

The Company operates unfunded gratuity scheme for its employees that pays a lump sum gratuity to members on
leaving company's service after completion of one year of continuous service. The future contribution rates of the
scheme include allowances for deficit and surplus. Projected unit credit method based on the following significant
assumptions used for valuation of this scheme. The latest actuarial valuation was carried out by Nauman Associates as
on June 30, 2014.

~ . _ . 2014 2013
Rupees Rupees
8.1.1 Present value of defined benefit obligation 34,496,976 25,295,621

8.1.2 The amounts recognised in the profit and loss account and balance sheet are as follows:

Current service cost ' 6,930,105 5,599,254
Interest cost 2,349 552 1,991,788
9,279,657 7,591,042

8.1.3 Changes net in liability recognized in the balance sheet

At the beginning of the year 25,295,621 15,321,449
Amount recognised during the year - as shown 9,279,657 7,591,042
Benefits payments (5,836,680) (4,146,299)
Remeasurements chargeable in other comprehensive Income 5,758,978 6,529,429
34,497,576 25,295,621

8.1.4 Allocation of charge for the year

Cost of sales 25.2 5,710,053 5,238,107
Administrative expenses 27.1 2,906,274 2,352,935
9,279,657 7,591,042
2014 2013 i
Discount rate 13.25% 10.50%
Expected rate of inCrease in salary 12.25% 9.50%
Average expected remaining working life of Employees 7 years 6 years
Mortality Rates SLIC 2001-2005 EFU-61-66
Setback 1 year
Withdrawal Rates Age-Based Age-Based
(per appendix) (per appendix)
Retirement assumption 60 years age 60 years age

8.2 This represents an interest free and unsecured long term advance received from a customer against the exclusive sale
commitment of a particular quality of waste to him for a period of six years. The same has been extended / renewed
for a further period of five years and shall be adjusted in the year 2017 or shall be extended / renewed for a further
term as mutually agreed between the parties.
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Note G
Trade and Other Payables
- o o 2014 2013
Rupees Rupees
Creditors
Secured 43,145,256 47,671,133
- Unsecured 9.1 248,840,336 257,927,070
Accrued liabilities 60,566,485 55,280,960
Other liabilities 2,087,544 6,387,041
Advances from customers 22,717,470 31,148,577
Unclaimed dividend - 195,013
Dividend payable 220,808 561,171
Income tax payable 1,774,307 1,688,291
Provision for Doubtful Debts and Claim 470,570 1,859,902
Workers' (profit) participation fund 9.2 3,309,873 7,210,460

383,132,649 __ 409,929,618

9.1 This includes an amount of Rs. 1,356,933 (2013: Rs. 1,422,363) due to associated undertaking Kohinoor Spinning Mills
L.td as at June 30, 2014,

9.2 Workers' (profit) participation fund

Opening balance 7,210,460 5,244,759
Contribution for the year 3,309,873 7,210,460
10,520,333 12,455,219
Payment during the year (7,210,460) (5,244,759)
) 3,309,873 71210!4{?_0_
Note 10
Accrued Interest / Mark- up
B L - o - 2014 2013
Rupees Rupees
Accrued mark up / interest on:
- Short term borrowings from banking companies 9,646,162 8,998,455
9,646,162 8,998,455
Note 11
Short Term Borrowings
L . . - . o o 2014 2013
Rupees Rupees
Banking companies - Secured
Running / cash finance 11.1 302,372,786 325,797,105
Unpresented cheques 11.2 435,387 1,390,129
Related parties - Unsecured
Loan from directors and others 11.3 69,455,340 1,060,180

— 372,263,513 __ 328,247,414

11.1 These represent utilized portion of short term finance facilities of Rs. 390 million (2013: Rs. 390 million) available from
various banks under mark up arrangements. These are secured against pledge of cotton bales, yarn, synthetic /

polyester fiber of appropriate value, lien over export L/Cs, Ist charge of Rs.400 million over property, plant & equipment
and personal guarantees of directors. Mark-up on the above facilities ranges from 9.43% to 11.98% per annum,
payable quarterly. These facilities shall expire on September 30, 2014 and are in the process of renewal.

11.2 This represents cheques issued in excess of bank balance that have not been presented at the balance sheet date but
have been cleared subsequently.

11.3 These are un-secured and interest free funds obtained to meet the working capital requirements of the Company.
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Note 12
Provision for Taxation - Net
B 3 ~ - o - o 2014 - 2013

Rupees Rupees

Balance at the beginning of the year 16,443,174 12,967,421

Provision for the year 28,579,726 22,455,675

Prior year adjustment (17,756,464) -
27,266,435 35,423,096

Paid / adjusted during the year (20,147,691) (18,979,922)

Balance at the end of the year /7,118,745 16,443,174

12.1 Assessments upto and including tax year 2013 have been finalized by deeming provisions of the Income Tax Ordinance,
2001. Tax liability for Rs.4,870,776 (2013:Rs. 4,870,776) has been demanded by the concerned assessing officer for the
various assessment years against which company has filed appeals. No provision for this amount has been made

because the management is confident that the decision shall be in favour of the company.

Note 13
Contingencies and Commitments

Contingencies

The Company has provided bank guarantee in favour of Sui Northern Gas Pipelines Limited amounting to Rs.38.522 million
(2013: Rs.25.592 million) on account of payment of dues against consumption of natural gas.

Commitments 2014 2013
Rupees in million

Commitments for;
- Purchase of raw materials 43.300 47.500



Note 1+

Property, Plant and Equipment

-49.

................................. R i I { | & ¥ B T I I Tt Je T T I N g
j OWNED
Factory | ¢ oiony Buildings Plant & Tools & Offi Furni d |
PARTICULARS Freehold land | Buildings on Y g an Power House o1s ee urniture an Vehicles Grand Total
on free hold land Machinery equipment equipment fixtures
free hold land
COST
Balance as at July 01, 2013 5 009,292 257 431 694 24,914 405 1,334.307.987 74185 289 1.842 356 3702828 5073237  17.016 370 1.724.483.458
Additions - - 29 820.000 58 020,390 - 3,935615 - - 14 280 566 106,056,571
Revaluation 66.510.708 15.761,033 43 091713 64 252 048 783.650 - - - - 193,399,152
Deletions . - - - . . (1,105,046 (2.492 945) (3,100,882)  (1.138.410) (7.837.283)
Transfer / Adjustment - . - {258,525,863) 56,874,562 - - - - (201,651,301)
Balance as at June 30, 2014 74,520,000 273,192,727 97,826,118 1,198,054,562 131,843,501 4,772,925 1,209,883 2,872,355 30,158,526 1,814,450,597
DEPRECIATION
Balance as at July 01, 2013 - 143,673,342 17,412,503 572,885,326 37,278,788 1,687,132 2,499 620 4,075,045 8,685,363 788,197,119
Charge for the year - 11,375,835 750.190 36,587 401 7.492 849 156,709 120,321 189,819 2,784,080 59,457,214
Transfer / Adjustment - - - {(130,633.517) 6.071,864 - - - - (124 561,653)
Adjustment - - - - - (950,451) (2,028,308) {2,578,651) (915,166) (6.472,576)
Deletions - - - - - - - - - -
Balance as at June 30, 2014 - 155,049,177 18,162,693 478,839,210 50,843,501 893,390 591,633 1,686,213 10,554,287 716,620,104
Written Down Value as at June 30, 2014 74.520,000 118.143,550 79,663,425 719,215,352 81,000,000 3,879,535 618,250 1,186,142 19,604,239 1,097,830,493
Rates % - 10% 10% 5% & 10% 10% 10% 10% 10% 20%
LEASED
PLANT AND MACHINERY
Additions - - - 24 352.205 - - - - - 24,352 205
Deperciation
Charge for the year - - - 202,935 - - . - - 202,935
Sub total - - - 24,149,270 - - - - - 24,145,270
74,520,000 118,143,550 79,663,425 743,364,622 81,000,000 3,879,535 618,250 1,186,142 19,604,239 1,121,979,763
e caan- R L LR . R R R T {1 I T T T .-
] OWNED B -
1 Factory T I T .q T M _
. Colony Buildings Plant & Tools & Office Fumniture and
PARTICULARS Freehold land Buildings on . (
g on free hold land Machinery Power House equipment equipment fixtures Vehicles Grand Total
free hold land
m— ——— — - — - . — _
COST
Balance as at July 01, 2012 5,009,292 237 213,966 24 914 405 1243 157 828 74 185,289 1,942,356 3418413 5,908,237 14,004,920 1.609.754 706
Additions - 20,217.728 - 91.150.16C - - 284 415 65,000 5.587 375 117.304 678
Deletions - - - - - - - - (2,.575,925) (2,575,925)
Transfer / Adjustment . 3
Balance as at June 30, 2012 5,009,292 257,431,694 24,914,405 1,334,307,988 74,185,289 1,942,356 3,702,828 5,973,237 17,016,370 1,724,483,459
Depreciation %
Balance as at July 01, 2012 - 133,074,266 16,578,958 535,780,898 33,178,066 1,658,774 2,375,612 3.864 075 8.640 634 735,151,343
Charge for the year - 10.599.076 833.545 37.104 428 4 100,722 28,358 124 006 210970 1,900,739 54,901,844
Transfer / Adjustment - - - - - - - - - .
Deietions - - - - - - - - (1.856,069) (1,856.069)
Balance as at June 30, 2013 - 143,673,342 17,412,503 572,885,326 37,278,788 1,687,132 2,499,618 4,075,045 8,685,364 788,197,119
Written Down Value as at June 30, 2013 5.009,292 113,758.352 7.501,902 761,422 662 36,906,501 255,224 1,203,210 1,898,192 8,331,006 936,286,340
Rates % - 10% 10% 2% & 10% 10% 10% 10% 10% 20%




NO-
241 The reveluetir of freehold ieng, building and plant & machinery wes carried out on June 27, 2014 by Messrs Materiai & Design Services {pvt) Limited, an independert vaiuer on prevaling market prices,

Hac there been no revatuation, the Cost, accumuiated depreciation and book values of the revalued assets would have been as follows:

—

As at June 30, 2014 r As at June 30, 2013
Cost Accumulated — Written Down Cost ﬂ Accumulated aiznﬁ. Down
depreciation Value |__depreciation Value
Rupees Rupees Rupees

Land 5,009,292 - - - -

Building 282 346,099 161.085.845 121,260,254 - - -

Plant and machinery 1,334,307,988 572,885,326 761,422,662 845,454,797 402,019,146 443,435,651

Power House 74,185,289 37,278,788 36,906,501 - - :
14.2 'The depreciation charge for the year has been aliocated as under

2014 2013
Note Rupees Rupees
Cost of sales 23 56,565,919 52,666,129
Administrative expenses 25 3,094,230 2,235,716
59,660,149 54,901,845
14.3 Disposal of property, plant and equipment
2014
Particulars Cost Accumulated | Written down Sale _ Gain Mode of Particulars of purchaser
jiati value S disposal
Vehicles
Honda City LWB 44 1,055,010 866,852 188,158 850,000 661,842 Negotiation Mr.Masood Akhtar s/o Abdul Aziz SheikhPura
Honda CG 125 LEX 10-3947 83,400 48,314 35,086 70,120 35,034 Company Scheme Muhammad Abdul Basit S/o Mehmood Shaukat Lahore
1,138,410 915,166 223244 920,120 696,876

14.4 Certain property, plant and equipments are under charge by way of mortgage against financing from banks (refer to Note 11).

14.3 Old Assets Written off
— ~ 2014 — -
_' Particulars ﬂ Cost .Sn:a:_s&H— Written down _||.§..m .|_
Tools and equipment 1,105,046 (950,451) 154,595 154,595
Office equipment 2,492,945 (2,028,308) 464,637 464,637
Fumniture and Fixtures 3,100,882 (2,578,651) 522,231 522,231

6,698,873 (5,557,410) 1,141463 1,141,463
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Note 15

Capital Work In Progress 2014 2013

Rupees in million

Capital Work In Progress 13,842,397 564,470
13,842,397 564,470

15.1 This represent the Construction of new Sui Gas pipe line in factory premises.

Note 16
Long Term Loans
_ - . L . - 2014 2013
Rupees Rupees
Loans to employees - Unsecured and considered good 16.1 6,357,500 6,018,99/
Current portion (846,000) (594,000)

5,511,500 2,424,997

_....._.._f_-_.-f-.-——....___f___.L-———

16.1 These represent interest free long term loans given to employees (other than chief executive, and directors) as per the
policy of the Company, as house building finance.

Note 1/
Long Term Deposits
~ - o o . L . 2014 2013
Rupees Rupees
Deposits against:
Utilities 2,151,246 2,151,246
Margin on letter of quarantee 6,645,945 4,205,945

8,797,191 6,357,191

Note 18
Stores and Spares
I 5 - - - . 2014 2013
Rupees Rupees
Stores 11,965,555 10,123,245
Spares 3,695,092 4,488,829
15,660,647 14,612,074

—_— e e e

18.1 Stores and spares include items which may result in capital expenditure but are not distinguishable.

Note 19
Stock in Trade
- - - - - . 2014 2013
Rupees Rupees
Raw materials 213,818,843 284,933,614
Work in process 27,018,495 33,383,881
Finished goods 54,097,067 49,181,197

367,498,693

T 294,934,404 498,

19.1 Raw materials and finished goods are under first charge by way of pledge as security for certain short term borrowings
(refer to Note 11).
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2013

Rupees

70,195,045
34,475,748

104,670,793

1,915,902
| (1,915,902

Note 20
Trade Debts
L . . 2014

Rupees

Local - Unsecured and considered good 20.1 68,445,474

Foreign - Secured and considered good 22,526,594
90,972,068

Local - Unsecured and considered doubtful -

Less: Provision for doubtful debts T
90,972,068

— 104,670,793

—

20.1 This includes Rs. 469,200 (2013: Rs. Nil) due from Yousaf Weaving Mills Limited, an associated undertakings on

account of sale of Yarn.

Note 21
Loans and Advances
o L 2014
) o - Rupees
Current portion of loans to employees 16 846,000
Advances - Considered good
- Suppliers and contractors 21.1 150,728,867
Employees 21.2 2,248,145
Sales tax and federal excise duty 9,564,728
- Income tax 11,250,858

174,638,598

2013

Rupees
594,000

172,810,597
725,054
7,963,364
12,240,994

194,334,009

21.1 This includes Rs. 355,885 (2013: Rs. 226,537 ) due from Chakwal Textile Mills Limited (associated undertaking) on

account of purchase of raw material.

21.2 Amount due from directors, chief executive and executives of the Company is Nil (2013: Nil)

Note 22
Trade Deposits, Prepayments
and Other Receivables

X - - 2014 . 2013
Rupees Rupees
Margin against letter of credit 13,695,000 17,253,090
Prepayments , 75,303 496,364
Insurance Claim receivable - 30,975
Export margin . - 5,600,000
13,770,303 23,380,429
Note 23
Cash and Bank Balance
- L - - 2014 L 2013
Rupees Rupees
Cash in hand 210,135 120,494
With banks
Current accounts _ 9,343,553 607,156
9,553,688 727,650
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Note 24
Sales
- - . L 2014 - 2013
Rupees Rupees
Local 1,377,109,145 971,095,938
Export 1,377,774,840 1,711,188,56/
Local - Yarn processing Charges 586,311 97,662,015

2.755.470,296  2,779,946,520

Sales tax (21,292,703) (8,692,221)
Comnussion to selling agents 13,224,392 29,422,327
~{34,517,095) _ (38,114,548)

2!720,:953,201 25741!831,972

Note 25
Cost of Sales

n o - o 2014 2013

Rupees Rupees

Raw materials consumed 25.1 1,730,203,096 1,699,118,560
Fuel and power 355,620,089 230,158,071
Salaries, wages and benefits 25.2 179,550,030 166,608,264
Store and spares consumed 63,075,466 62,622,692
Packing material 59,659,588 51,667,996
Repairs and maintenance 8,281,316 12,837,109
Insurance 4,429,268 3,657,404
Yarn Doubiing Charges 29,599,744 103,577,450
Depreciation 14.2 56,565,920 52,666,130

2,486,984,516 2,382,913,676
Work in process

Opening 33383881 |[ 51,805,377
Closing 27,018,495 33,383,881

6,365,386 18,421,496
Cost of goods manufactured 2,493,349,902 2,401,335,171
Finished goods .
Opening stock 49,181,197/ 58,528,499
Finished Goods Purchased (YARN) 3,764,706 -
- Closing stock 54,097,067 49,181,197)
1,151,164 9,347,302

2,410,682,473

2,492,198,73% 410,687,

25.1 Raw materials consumed

Opening stock 284,933,614 165,401,295
Purchases 1,660,374,358 1,836,666,416
1,945,307,972 2,002,067,711
Sales (1,286,034) (18,015,537)
Closing stock (213,818,843) (284,933,614)

1,699,118,560

1,730,203,096 699,118,

25.2 This includes Rs.5,710,053 (2013: Rs. 5,238,107) in respect of employee benefits - gratuity scheme.
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Note 26
Distribution Cost

- — - o . . 2014 2013
Rupees Rupees
Export expenses 46,534,793 62,513,672
Freight 9,725,028 5,066,892
06,259,821 67,580,564
Note 27
Administrative Expenses
N o - - 2014 2013
Rupees Rupees
Salaries, wages and benefits 27.1 17,532,049 13,692,423
Director' remuneration 6,000,000 6,000,000
Travelling and conveyance 3,569,313 5,320,317
Rent, rates and taxes 2,400,000 2,400,000
Postage, fax and telephone 2,333,864 2,055,243
Repairs and maintenance 1,776,085 3,334,395
Insurance 1,701,415 1,463,785
Utilities 2,427,688 2,743,520
Printing and stationery 1,992,904 2,137,008
Entertainment 3,858,193 2,948,680
Vehicle running and maintenance 9,191,481 6,199,851
Fees and subscriptions 800,750 1,065,651
Legal and professionatl charges 963,480 1,180,870
Advertisement and publicity 40,750 48,800
Donations 27.2 661,000 1,300,000
Provision for doubtful debts - 1,915,902
Sales Tax against amenisty Scheme deposited under protest - 27,156,449
Depreciation 14.2 3,094,230 2,235,716
Miscellaneous 295,628 52,880

58,638,830 83,251,488

27.1 This includes Rs. 2,906,274 (2013: Rs. 2,352,935) in respect of employee benefits - gratuity scheme.

27.2 None of the directors and their spouses had any interest in any of the donees.

Note 28
Finance Cost
N o o o - 2014 2013
Rupees Rupees
- Finance lease 390,297 -
- Short term borrowings 39,427,958 33,020,992
Bank charges and commission 7,165,098 3,139,289

46,983,353 36,160,280



Note 29

Other Operating Expenses

L ) 2014 2013
Rupees Rupees

Auditors' remuneration 29.1 675,000 650,000

Loss on disposal of property, plant and equipment 1,141,463 -

Workers' (profit) participation fund 3,309,873 7,210,460

5,126,336 7,860,460

29.1 Auditors' remuneration

Audit fee 550,000 525,000
Half yearly review and code of corporate governance 125,000 125,000

675,000 650,000

Note 30
Other Operating Income
2014 2013
Rupees Rupees
Income from non financial assets
Profit on sale of property, plant and equipment 696,876 1,299,155

391,549
- 310,483
696,876 2,001,188

696,876 2,001,188

Miscelltaneous income
Sale of scrap (net of sale tax of Rs. 301,445)

Note 31
Taxation
2014 2013
Rupees Rupees
Current
For the year 31.1 28,579,726 22,455,675
Prior years (17,756,464) -
10,823,262 22,455,675
Deferred (639,033) (530,799)

10,184,229 21,924,876

31.1 This represents liability provided under section 113 & 154 of the Income Tax Ordinance 2001 calculated on the basis of
gross turnover.

31.2 The income tax assessment of the company has been finalized upto and including tax year 2013 by deeming provisions
of the Income Tax Ordinance 2001.

31.3 Numerical tax reconciliation has not been given since the company is liable to pay minimum tax of 0.5%.

31.4 Deferred tax asset amounting to Rs. 37 million (2013 Rs. .08 million) arising mainly due to brought forward losses
amounting to Rs. 377 million has not been recognized in the current year, as the attributable temporary differences are
not expected to reverse in the forseeable future.




-26-

Note 32
Earnings per Share

. 2014 2013
Profit after taxatton Rupees 52,258,769 116,373,016

Number of shares

Weighted average number of ordinary shares
outstanding during the year Number 40,000,000 40,000,000

Earnings per share - basic Rupees 1.31 2.91

32.1 Diluted earnings per share

There is no dilution effect on the basic earnings per share of the Company as the Company has no such commitments that
would result in dilution of earnings of the Company.

Note 33
Remuneration of Chief Executive, Directors' and Executives

The aggregate amounts charged in the accounts for the year' as remuneration and benefits to the chief executive, directors and
executive of the Company are as foliows:

| 2014 - 2013 |
Executive | Director Executives | Executive Director Executives
Rupees Rupees

Manageral Remuneration - 4,000,000 8,186,208 - 4,000,000 7,875,359
House rent allowance 1,600,000 2,182,992 - 1,600,000 2,100,098
Medical - 327,184 - - 201,178
utihties 400,000 545,750 - 400,000 525,027

6,000,000 11,242,133 - 6,000,000 10,701,662
Number of persons 1 1 6 1 1 4

33.1 No fee has been charged by the directors for attending the Board Meetings.

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

33.3 Chief Executive, Director and executives are provided with company maintained cars in addition to above.
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Note 34
Transactions with Related Parties

The related parties comprise associated companies, related group companies, directors and key management personnel.
Transactions with related parties and associated companies, other than remuneration and benefits to key management

personnel under the terms of their employment are as follows:

2014 2013
Rupees in million
Associates
Purchase of raw materials & Utilities (Yousaf Weaving Mills Ltd.) 32.929 -
(Chakwal Textile Mills Ltd.) 54.151 11.253
(Kohinoor Spinning Milis Ltd.) _ 2.674 -
Sale of materials (Yousaf Weaving Mills Ltd.) 2.873 21.830
Directors
Funds (received from) / repaid to directors (net) 31.605 5.070

Sale and purchase transactions have been carried out on commercial terms and conditions under comparabie uncontrolled price
method.

Note 35
Financial Risk Management

35.1 The Company has exposures to the following risks from its use of financial instruments:

Market Risk
Credit Risk
Liquidity Risk

The Board of Directors has overall responsibility for the establishment and oversight of the Company's risk management
framework. The Board is also responsible for developing and monitoring the Company's risk management policies.



a)

Market Risk

i) Currency Risk

Currency risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of changes in
foreign exchange rates. Currency risk arises mainly from future commercial transactions or receivables and payables that
exist due to transactions in foreign currencies.

The Company is exposed to currency risk arising from various currency exposures. Primarily with respect to the United
States Dollar (USD). Currently, the Company's foreign exchange risk exposure is restricted to the amounts receivable from /
payable to foreign entities. The Company's exposure to currency risk was as follows:

. _ _ ] _ - 2014 2013
Rupees in million
Trade debts " 22.527 34.476
Gross balance sheet exposure 22.527 43.877
Outstanding letters of credit _ - L -
Net exposure 22.527 43.877

The following significant exchange rates were applied during the year,

Average rate (Rupees per US Dollar) 98.78 96.55
Reporting date rate (Rupees per US Doliar) 98.75 98.80

Foreign Exchange Risk Management

Foreign currency risk arises mainly where receivables and payables exist due to transactions with foreign undertakings and
balances held in foreign currency. However the company is not materially exposed to foreign currency risk on assets and
liabilities. As at June 30, 2014 financial assets include Rs. Nil (2013: Rs. Nil) and financial liabilities include Rs. Nit (2013: Rs.
Nil) which are subject to foreign currency risk against US Dollars.

Foreign Currency Sensitivity Analysis

At June 30, 2014 if the Rupee had weakened / strengthened by 1% against the US Dollar with all other variables held
constant, profit for the year would have been lower / higher by Rs. 1,126,330 (2013: Rs. 1,723,787) mainly as a result of

foreign exchange gains / losses on transaction of foreign currency trade debts and US Dollar denominated borrowings.

I1) Other Price Risk

Other price risk represents the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes In marker prices (other than those arising from interest rate risk or currency risk), whether those changes are
caused by factors specific to the individual financial instrument or its issuer, or factors affecting all similar financial
Instrument traded in the market. The Company is not exposed to equity and commodity price risk.

i) Interest Rate Risk

This represents the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
market interest rates.

The Company has no significant long--term interest-bearing assets. The Company's interest rate risk arises from long term
financing, lease liabilities and short term borrowings. As the borrowings are obtained at variable rates, these expose the

Company to cash flow interest rate risk.

At the balance sheet date the interest rate profile of the Company's interest bearing financial instruments was:

2014 2013

Rupees Rupees
Floating rate instruments

Financial Liabilities

Short term borrowings 302,372,786 325,797,105
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Cash flow sensitivity analysis for variable rate instruments

A change of 100 basis points in interest rates at the reporting date would have Increased / (decreased) equity and profit or
loss by Rs. 3.024 million (2013: Rs. 3.260). This analysis assumes that all other variables, in particiar foregin currency

rates, remain constant. The analysis is performed on the same basis as for 2013.

b) Credit Risk
Credit risk represents the risk that one party to a financial instrument will cause a financial loss for the other party by failing
to discharge an obligation. Carrying amounts of financial assets represent the maximum credit exposure. The maximum
exposure to credit risk at the reporting date was as follows:-
- . » 2014 2013
Rupees Rupees

Long term loans ' 5,511,500 5,424,997
Long term deposits 8,797,191 6,357,191
Trade debts 90,972,068 104,670,793
Advances, trade deposits and other receivables 167,593,315 197,510,080
Cash and bank balances 9,553,688 727,650
The credit rist on liquid funds (cash and bank balances) is limited because the counter parties are banks with a reasonably
high credit rating. The names and credit rating of major banks where the Company maintains its bank balances are as
follows: -

Name of Bank Rating Agency _ Credit Rating -

Short-term Long-term
Habib Metropolitan Bank Limited PACRA Al+ AA+
Meezan Bank Limited PACRA Al+ AA
Bank of Punjab PACRA Al+ AA-
Allied Bank Limited PACRA Al+ AA+
c) Liquidity Risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations assoctated with financial liabilities. The
Company manages liquidity risk by maintaining sufficient cash and the availability of funding through an adequate amount
of committed credit facilities, As at the balance sheet date, the Company had Rs.350 million worth short term borrowing
limits available from financial institutions and Rs. Nil cash and bank balances. Following are the contractual maturities of

financial liabilities, including interest payments.

Contractual maturities of financial liabilities as at June 30, 2014:

Carrying Contractual Less then Between 5 years

Amount cash flows 1 year 1 to 5 years and above

Rupees Rupees Rupees Rupees Rupees
Trade and other payables 361,090,179 361,090,179 361,090,179 - -
Accrued interest 9,646,162 9,646,162 9,646,162 - -
Short term finances 302,372,786 336,571,148 336,571,148 - -

Contractual maturities of financial liabilities as at June 30, 2013:

Carrying Contractual Less then Between 5 years

Amount cash flows 1 year 1 to 5 years and above

Rupees Rupees Rupees Rupees Rupees
Trade and other payables 378,781,041 378,781,041 378,781,041 - -
Accrued interest 8,998,455 8,998,455 8,998,455 - -
Short term finances 325,797,105 362,644,758 362,644,758

The contractual cash flows relating to the above financial liabilities have been determined on the basis of interest rates /
mark up rates effective as at 30 June. The rates of interest mark up have been disclosed in Note 9 to these financial

statements.
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35.2 Fair values of financial assets and liabilities

The carrying values of all financial assets and liabilities reflected in financial statements approximate their fair values.
Fair value is determined on the basis of objective evidence at each reporting date.

Note 36
Plant Capacity and Production
2014 2013

Number of spindies installed 33,468 33,468
Number of shifts worked . 1,089 1,095
Installed capacity in 20's count
based on triple shift for 365 days (2013: 365) days (Kgs) - approximately 11,168,743 10,600,700
Actual production after conversion into 20's count (Kgs) , 10,942,831 9,634,535

It is difficult to describe precisely the under utilization of production capacity in spinning since it fluctuates widely
depending on various factors such as count of yarn spun, spindles speed, etc. It also varies according to the pattern of

production adopted in particular year.

Note 37
Number of Employees
2014 2013
Number of employees 1,033 1,025
Note 38
Dividnd

The Board of Directors has proposed a final dividend for the year ended June 30, 2014 of Rs. 0.50 (10%) per share (2013:
0.50 (10%)) at their meeting held on October 10, 2014 for approval of the members at the annual general meeting to be held
on October 31, 2014. This is in addition to an interim dividend of Rs. .25 (5%) (2013: Rs. .25 (5%)) during the year. However

directors have foregone their rights to receive the dividend.

Note 39
Capital Risk Management

While managing capital, the objectives of the Company are to ensure that it continues to meet the going concern assumption,
enhance shareholders’ wealth and meets stakeholders' expectations. The Company ensures its sustainable growth viz.
maintaining optimal capital structure, keeping its finance cost low, exercising the option of issuing right shares or repurchase
shares, if possible, selling surplus property, plant and equipment without affecting the optimal production and operating level,
and requlate its dividend payout thus maintaining smooth capital management.

In ine with others in the industry, the Company monitors capital on the basis of the gearing ratio. This ratio is calculated as net
debt divided by total capital. Net debt is calculated as total borrowings (including current and non current) less cash and cash
equivalents. Total capital is calcutated as equity as shown in the balance sheet plus net debt.

As on the balance sheet date, the gearing ratio of the Company was as under:

2014 2013

Rupees Rupees
Total borrowings 643,519,513 699,503,414
Cash and bank balances (9,553,688) (727,650)
Net Debt 633,965,825 638,775,764
Equity 411,166,141 388,875,776
Total capital employed 1,045,131,966  1087,651,540

Gearing Ratio 60.66% 64.25%
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Note 40
Authorization of Financial Statements

M

These accounts have been authorized for issue by the Board of Directors of the Company on October 10, 2014.

Note 41
General

- Figures have been rounded off to the nearest Rupee and re-arranged for comparison where ever necessary.

‘

\_,.-/-""“//’7 : )

Lahore (Khawaja Mohammad Jahangir) (Khawaja Mohammad Kaleem)
October 10, 2014 Chief Executive Director



CHAKWAL SPINNING MILLS LIMITED

KEY FINANCIAL DATA OF LAST SIX YEARS

Rupees in '000

2104 2103 2012 2011 2010 H

Sales 2,720,953 2,741,832 2,029,439 2,326,626 1,352,246 989,845
Gross Protfit 228,754 331,149 160,989 151,036 164,210 39,570
Profit Before Taxation 62,443 137,765 55,893 42,423 79,600 (47,413)
Tax (10,184) (22,456) (19,377) 35,501 (18,504) 2,219
Profit After Taxation 52,259 116,373 36,516 77,924 61,096 (45,194)
Total Assets 1,749,660 1,653,856 1,411,533 1,395,077 1,149,069 1,132,763
Current Liabilities 777,510 763,619 643,966 622,256 412,551 458,458
972,150 890,237 767,567 772,821 736,518 674,305
Share Capital 200,000 200,000 400,000 400,000 400,000 400,000
Investment revaluation surplus - - - - - -
Accumulated (Loss)/Profit 211,166 199,007 120,749 160,614 240,483 305,413
Equity 411,166 399,007 279,251 239,386 159,517 94,587
Surplus on Revaluation of Fixed Assets 193,399 54,804 58,749 63,135 67,790 74,300
Deposit for Shares - - - - - -
Long Term Loans Leases 283,081 371,256 371,256 413,256 413,256 413,256
Finance Lease - - - - - 9,338
Deferred Liability 84,504 65,170 58,311 57,044 95,955 82,823
972,150 890,237 767,567 772,821 736,518 674,304



CHAKWAL SPINNING MILLS LIMITED

Catagories of Shareholding required under Code of Coprorate Governance (CCG)

As on June 30, 2014

Sr. No. lName

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

Mutual Funds (Name Wise Detail)
1 ASIAN DEVELOPMENT EQUITY FUND
2 CDC - TRUSTEE NATIONAL INVESTMENT (UNIT) TRUST (CDC)

Directors and their Spouse and Minor Children (Name Wise Detail):
1 KHAWAJA MOHAMMAD JAVED
KHAWAJA MOHAMMAD JAHANGIR PHINO
KHAWAJA MOHAMMAD TANVEER
KHAWAJA MOHAMMAD KALEEM
KHAWAJA MOHAMMAD NADEEM
KHAWAJA MOHAMMAD NAVEED
KHAWAJA MUHAMMAD AMAN
MR. MUHAMMAD TARIQ SIF]
MRS. KAUSAR TASNEEM W/O KHWAJA MOHAMMAD JAVED
MRS. RUBINA KHANUM W/O KHAWAJA MOHAMMAD JAHANGIR

O© 0 ~NO O S WONKN

-
-

Executives:
Public Sector Companies & Corporations:

Banks, Development Finance Institutions, Non Banking Finance
Companies, Insurance Companies, Takaful, Modarabas and Pension Funds:

2,100
754,008

2,544 229
2,831,750
2,557,250
24,606,413
2,918,400
1,424,792
868,800
500

400

2,000

132,257

No. of Shares P t
Held ercentage

0.0083
1.8850

6.3606
7.0794
6.3931
61.5160
7.2960
3.5620
2.1720
0.0013
0.0010
0.0050

0.3306

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

S. No. NAME
1 KHAWAJA MORAMMAD KALEEM
2 KHAWAJA MOHAMMAD JAVED
3 KHAWAJA MOHAMMAD JAHANGIR PHINO
4 KHAWAJA MOHAMMAD TANVEER
o KHAWAJA MOHAMMAD NADEEM

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

KHAWAJA MOHAMMAD JAVED

KHAWAJA MOHAMMAD JAHANGIR PHINO
KHAWAJA MOHAMMAD TANVEER
KHAWAJA MOHAMMAD KALEEM
KHAWAJA MOHAMMAD NADEEM

(.J'IL(.A)I\J—E

. Holding

24,606,413

2,544 229
2,831,750
2,957,250
2,918,400

SALE

O/BAQE

61.5160
6.3606
7.0794
6.3931
7.2960

PURCHASE

81,250
31,250
56,250
30,750
50,500



THE COMPANIES ORDINANCE 1984

(Section 236(1) and 464)

PATTERN OF SHAREHOLDING

l. Incorporation Number | L-01895

FORM 34

2. Name of the Company | CHAKWAL SPINNING MILLS LIMITED

3. Pattern ot holding of the shares held by the shareholders as at

30-06-2014

4. No. of Shareholders From To Total Shares Held
132 I 100 9,440
251 101 500 98,645
59 501 1,000 55,878
80 1,001 5,000 218,972
13 5,001 10,000 107,724

8 10,001 15,000 101,202
5 15,001 20,000 37,600
I 20,001 25,000 22,100
2 45,001 50,000 94,600
I 50,001 55,000 52,000
2 55,001 60,000 117,000
I 60,001 65,000 63,000
1 65,001 70,000 68,935
I 110,001 115,000 111,500
[ 115,001 120,000 118,000
I 120,001 125,000 125,000
I 160,001 165,000 164,600
| 180,001 185,000 180,409
I 270,001 275,000 274,262
I 700,001 705,000 704,200
I 750,001 755,000 754,008
I 1,365,001 1,370,000 1,367,792
| 2,430,001 2,435,000 2,432,729
[ 2,555,001 2,560,000 2,557,250
I 2,830,001 2,835,000 2,831,750
| 2,855,001 2,860,000 2,855,400
I 24,425,001 24,430,000 24,426,004

mﬂm

570

40,000,000

M

S. Categories of shareholders

5.1 Dirgctors, Chiet Executive Officers,

and their spouse and minor childern

5.2 Associated Companies,
undertakings and related

parties.

Share held

37,754,534

Percentage

94.3863



5.3 NIT and ICP § -

5.4 Banks Development 6,022 0.0151
Financial Institutions, Non

Banking Financial Institutions.

5.5 Insurance Companies 54,300 0.1358

5.6 Modarabas and Mutual 759,108 1.8978
Funds

5.7 Share holders holding 10% 24,606,413  61.5160
Or more

5.8 General Public
a. Local 1,236,162 3.0904

b. Foreign

5.9 Others (to be specified)

|- Joint Stock Companies 38,820 0.0971
2- Investment Companies 15,600 0.0390
3- Foreign Companies 64,100 0.1603
4- Pension Funds 68,935 0.1723
5- Others 2.419 0.0060

6. Signature of

Company Secretary ‘ - AL >

8. Designation

9. NIC Number ]
10 Date 30 | 06 [ 2014




Form of Proxy - 27th Annual General Meeting

The Corporate Secretary Folio # / | o
Chakwal Spinning Mills Limited |QC A/C#.
7/1 E-3 Main Boulevard Gulberg III, Lahore Participant

| LD o

Account #

lih_ares held | |
[/We of |
being a member (s) of CHAKWAL SPINNING MILLS LIMITED hold __
ordinary shares hereby appoint Mr./Mrs./Miss

_of - or failing

him/her _of _______asmy /our

Proxy to attend and vote for me/us and on my/ou-r behalf at the 27th Annual
General Meeting of the Company to be held on Friday, 31st October, 2014 at 9:30
a.m. at 31-F- Main Market Gulberg II, Lahore and at every adjournment thereof.

Signed this day of 2014.
1. Witness:
Signature AFFIX
Name REVE.NUE
—_— STAMP of Five rupees
Address
CNIC _
2. Witness:
Signature _ Signature
Name (Signature appended above
Address should agree with the
specimen - signatures
CNIC registered with the
Company.)
IMPORTANT

1. This Form of proxy, duly completed and signed, must be received at the
registered office of the company, at 7/1 E-3 Main Boulevard Gulberg Ill, Lahore
Pakistan, not less then 48 hours before the time of holding the meeting.

2. If a member appoints more than one proxy and more than one instruments of
proxy are deposited by a member with the company, all such instruments of
proxy shall be rendered invalid.





