SUHAIL JUTE MILLS LIMITED R el

DIRECTORS REPORT TO THE SHAREHOLDERS

The Directors are pleased io place before you the Financial Statements for and as at the year ended
30 June 2018 along with the Notes thereonat the 37" Annual General Meeting of the Company.

COMPANY'S AFFAIRS
There have been no material changes or commitments effecting the financial position of the Company

since the close of the current financial year on 30 Juhe 2017.

The Company's financial statements as at 30 June 2018 are being presented on a REALIZABLE
BASIS.

The posilive impact of the merger on administrative costs is noteworihy. During the current financial
year Administrative expenses were reduced from RS. 50.091 Million, incumed in the previous year to
RS.33.138 Million in the current year. After adjusting Finance costs and setting off other income, a
net loss of RS, 39.312 Million (Loss of RS 9.83 per shara) was incurmred in the current year against a
net loss of RS 57.976 Million (Loss pf RS. 15.48 per share) in the previous year.

AUDITORS' REPORT
In commenting on the Auditors Report it s relterated that there has been no misstatement in the

camying value of the assets and fiabilities, which have been appropriately determined.

The Company's assels and liabilities have been assessed by management at their realizable/
sefllement values. The Assets of the Company have been valued by an independent valuator on a
market value basis. The method Is esliimated lo be a Fair Value approximation and it is noi expecied
thatthere will'be a material variation from the values, reflecied.

The Company does not agree with the Auditors’ assertion, confained in the Basis for Disclaimer of
Opinion paragraph of thelr report. Contrary fo the Auditors’ assertion, the value of the Assets of the
Company has, in fact, been ascertained by an Independent valuer using a markst value method. Such
values have been duly reflected in the company's accounis. In the management’s opinion, the values,

so ascertained, provide the best fair value approximation.

The Auditors’ have highlighted a material uncertainty relating to Going Concem. It is pointed out that
the Company has presented the Accounis on a realizable basis and nof on the Going Concemn
assumption. As such, no assumption of being a going concern is being made.

The magnitude of cumuiative losses has primarily arisen due to the inordinate unplanned delay in the
completion of the merger process. The Principal sponsors have continued to inject funds to sustain
the Company. In addition to the RS 1687 Million of advances converted inlo equity in the merger

procass, the sponsors have further advanced in excess of RS 350 Million.

RESPONSE TO REVIEW REPORT OF THE STATEMENT COMPLIANCE CONTAINED IN THE
LISTED COMPANIES (CODE OF CORPORATE GOVERNANCE) REGULATIONS 2017

In assessing compliance, it is submitted that cognisance should be taken of the fact that the Company
has been non-operational since 2011, is undergoing a merger and suffers severe financial strictures
where the day to day expenditure is being entirely met by the principal sharehalders from their own
resources. Moreover the scope of activity is very limited. The Company is being sustained by the
substantial injection of financial resources by its principal shargholders, so as to secure its assets and
maove towards reviving the Company in the future by resfructuring its inances.
Clause-wise responses to matters raised in the review reporl are as pllows:
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I . The Company will comply with the requirem ent when new directors are appointed.

, il. The Company has been non-operational since 2011 and s-in the final stages of a marger

i process. Additionally, because of the Company's adverse financlel circumswances, the

‘ expangive formal orientation courses for Direclors could not be aranged. However, Diractors

! are made aware of duties and responsibilitias.

i ii. Asthe Company has been non-oparational since 2011, there has bean no raquirement to hire

: personnel, Existing Company poliolu are established and are baing followed where the nead

i arises.

4 iv.  The subscription of the Pakistan Stock exchange was nol paid due to the adverse financial

| circumstances of the Company.

| v. The Company has not been able b deploy the financial and technical manpow er resaurces to

| cregte and manage a functional website in view of ils long-sianding financially advsrse
clrcumstances.

vl. Because the Company has been nonoperational for a considerable peried of time,
Management periodically reviews the business risk. The Company Is in the process of
implementing the plan to mitigate the risk by revivirg its operations, hrough the merger and
sale of surplus assets but has been hindered by the unpianned inordinate delay in finalizing
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| the merger by regulatory issues.
2 vii. The Company has a Code of Conduct that has been disseminated throughout the Company.
*“ Howevar, it is submitted that due to the existing organisationa! structure of Company, any
grievances arising from unethical practices immediately come to the altention of senior
fé management and as such are idenfified and can be redressed expeditiously. Further the
E.“'i narrow scope of aclvity of the Company eliminates the probability of any unethica| practices.
*' vili, ~The company's internal contral systems including intemal audit, have been In piace since
& inception, and malnly relate to financial contols. In view of the fact that the company has
B been non-operafional since 2011, and its scope of activity is verynarrow, the sxpanded scope
5 ofintarnal control systems now prescribed has notbeen formally Instituted.
= ix. Restrictions on confiict of interest are in accardance with the statutory provisions of the
by relevant law. Due to the narrow scope of activity of tha Company, being in a non-oparational
_‘* state, any potential conflict of interest situations are clearly identifiable and are effectively
35 disclos ed and/or interdicted.
gj Xx. Due to the limited scope of the Company's aclwny a formal performance review mechanism
£l has not been putin place.
= xi, The Company has been in existence since 1982, and has always promoted ethical culture for
{;ﬁ all staff and board members through a formally instituted 'Code of Conductl’ Moreover, the
] Company adheres to the statutory requirements laid down in the ralevani law for the
] < prevention of confiicts of Interest
sl .
3“ The Board wishes to express its appreclation for the efforts of ail oificers and siaf of the Company.
% S.NO NAME OF DIRECTOR ATTENDANCE
-] : 7 WM. Schall Farooq Shaiks 3
Lﬁjg . 2 Mra. Neehm Sohail Shpikh =Y
[ 3 Mr. Furrukh Haroon Rashid Nil

4 Mrs. Sadis M ohsin 2

5 Mr, Mohamm ad Shahm cor Shaikh 3

& | Mr.Mabir Mohsin Shaikh

7 Mrs. Nadiz Shaikh
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AUDITOR'S REPORT

To the members of Suhail Jute Mills Limited Report
on the Audit of the Financial Statements
Disclaimer of Opinion

We were engaged to sudit the annexed financial statements of Suhail Jute Mills Limited,
which comprise the balance sheet as at June 30, 2018 and profit and loss Account, statement of
comprehensive Income, the statement of changes in equity, the statement of cash flows far the
year then ended, and noles to the financial statement®, including a summary of significant
accounting policies and other explanatory infermation.

We do not express an opinion on the accompanying financial statements of Suhail Jute Mills
Limited. Because of the significance of the matter described in the Basis for Disclaimer of
Opinion section of our report, we have not been able to obtain sufficient apprepriate audit
evidence to provide a basis for an audit opinion on these financial statements.

Basis for Disclaimer of Opinion

Last year in 2017, the company merged with its associated company (Colony) Sarhad Textile
Mills Limited following an order of the honomable Lahore High Cousrt. Consequent-upon that
assels and liabilities of the two companies should be stated at fair value as required by IFRS.
The company has not ascertained fair value of ils assets and liabilities through an independent
valuer or by applying any other method. As a result we have not been able to ascertain whether
these assets and liabilities have been stated at an appropriate carrying amount. The amount of
misstatement, if any, has not been determined.

Material Uncertainty relating to Going Concern

The Company has incurred loss after taxation of Rs. 39.312 million (Year 2017: Rs.57.975
million). The Company has suffered accumulated loss of Rs. 779.380 million (Year 2017:Rs.
745.251) as on June 30, 2018 which has turned equity into negative balance of Rs. 527.578
million (Year 2017: Rs. 493.439)

The company has also ceased operatnns since Juna 2010.
Key Audit Matter(s)

Key audit matters are those matters that, in our profgssional judgment, were of most
significance in our audit of the financial statements of the curent period. These matiers were
addressed in the context of our audit of the financial statements as a whale, and in forming our
opinion therecn, and we do not provide a separate opinion on these matters,

Except for the matter described in Disclaimer of opinion paragraph, there are no key audit
matters to communicate in our report.

Responsibilities of Management and Board of Diractors for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements
in accordance with the accounting and reporting standards as applicable in Pakistan and the
requirements of Companies Act, 2017(X1X of 2017) and for such internal control as
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED JUNE 30, 2018

1. LEGAL STATUS AND OPERATIONS

Suhail Jute Mills Limited (the Company) was incorporated in Pakistan in 1981 as a public
limited Company under the Com panies Act, 1913 (now Companies Act, 2017). its shares are
quoted on Lahore and Karachi stock exchanges in Pakistan. The Company is principally
engaged in the business of manufacturing and sale of jute products. The registered office of
the Company is situated at 14-B, Civil Lines, Rawalpindi, while the production facilities are
situated at Kabul River Railway Station, Mardan Road, Nowshera, Khyber Pakhtunkhwa.

2. MERGER OF SUHAIL JUTE MILLS LIMITED AND (COLONY) SARHAD TEXTILE MILLS
LIMITED ;
The merger of formerly (Colony) Sarhad Textie Mills Limited (CSTM) with and into the '
Company, was made in pursuance of the court order sanctioning the scheme of arrangement !
for merger, whereby the entire undertaking of CSTM, including all properties, assets,
liabilities, rights and obligations of CSTM as at June 30, 2012 were merged with and vestin
the Company in consideration for issue of 150,060 fully paid ordinary shares to the
shareholders of CSTM which rank Pari passu with the existing shares of the Com pany.

CSTM was incorporated in Pakistan as a private limited company in 1853 under the
Companies Act, 1913 now the Companies Act, 2017 and was converted into public limited
company in 1955. CSTM was listed on Pakistan Stock Exchanges and principally engaged in
the business of manufacturing and sales of yarn and gray fabrics.

3. BASIS OF PREPARATION OF FINANCIAL STATEMENTS

The Company has Incurred loss after taxation of Rupees 38.673 million, The Com pany has
suffered accumulated losses of Rupees 779.674 million as on June 30, 2018 which has
turned equity into negative balance of Rupees 527.9 million. The company has ceased
operations since June 2010,

Keeping in view the above factors the management of the Company decided to prepare
these financial statements on the basis of estimated realizable / settlement values of assels
and liabliities respectively in addition to historical cost convention. All assets and liabilities in
these financial statements have been presented in the order of liquidity.

4. STATEMENT OF COMFPLIANCE : i

These financial statements have been prep‘ared in accordance with approved accounting
standards as applicable in Pakistan. Accordingly, approved accounting standards comprise
of such Intemational Financial Reporting Standards (IFRS) issued by the Intemational
Accounting Standards Board as are notified under the Companies Act 2017, provisions of
and directives issued under the Companies Act, 2017 . In case requirements differ, the
provisions of or direclives under the Com panies Act, 2017 shall prévail.
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7.3 Taxatibn

Current

Pravision for currenf taxation Is based on taxable income of the Company after taking
into account rebates, if any, allowable to the Company. In case of loss the tax fiability is
calculated according to the section 113 of Income Tax Ordinance, 2001.

Deferred

Deferred income tax, if any, is accounted for using the balance sheet liability method in
respect of all temporary differences arising between the camrying amount of assets and
fiabilities in the finandal statements and the corresponding tax bases used in the
computation of taxable profits. Deferred tax liabililies are recognized for all taxable
temporary timing differences and deferred tax assets are recognized to the extent that it
is probable that future taxable profits will be available against which the deductible
temporary differences can be utilized. Defered tax is calculated at the rates that are
expected to apply to the period when the timing differences will reverse, based on the
tax rates that have been enacted. Defarred tax is charged or credited to income except
in the cases where it is included in equity.

7.4 Trade and other payables

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

7.5 Borrowings
Borrowings are initially recorded at the proceeds received. In subsequent periods,
borrowings are stated at amortized cost using the effective yield method. Finance costs
are accounted for on an accrual basis and are included in trade and other payables to
the extent of the amount remaining unpaid,

7.6 Provisions
Provisions are recognized when the Company has a present legal or constructive
obligation as a result of past events, it is probable that an outflow of resources
embodying economic benefits will be required to settle the obligation and a reliable
estimate can be made of the amount of the obligation. Provisions are reviewed
periodically and adjusted to reflect the current best estimates.

7.7 Property, plantand equipment

Property, piant and equipment are statad at cost / revalued amount less accumulated
depredation except land and capital work in progress, which are stated at revalued
amount / cost. Cost comprises acguision and other directly attributable costs.
Depredation is provided on a reducing balance basis and charged to profit and loss
account to write off the depreciable amount of each asset over its estimated useful life
at the rates specified in Note 22. Depreciation on additions to property, plant and
equipment is charged from the month in which the asset is acquired or capitalized, while
no depreciation is charged for the month in which asset is disposed off.
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7.12 Cash and cash equivalents

Cash and bank balances are defined as cash in hand, demand deposits and short term
placements readily convertible to known amounts of cash and subject to insignificant
risk of changes in value. Cash and cash equivalents are carried in the balance sheet at
cost. For the purposes of the cash flow statement, cash and cash equivalents comprise
of cash in hand, balances with banks on current accounts and deposit accounts availed
by the Company.

7.13 Foreign currency transactions and transiations

Foreign exchange transactions are translated into reporting currency at the rates of
exchange prevailing on the date of transactions except repayments of foreign currency
loans, which are cdvered against exchange rate risk. Monetary assets and liabilities in
foreign currencies are translated into Pakistan Rupees at the rates of exchange
prevailing at the balance sheet date. Exchange gain and losses from the ssitlement of
foreign currency transactions and translation of monetary assels and liabilities at the
balance sheet date exchange rates are included in profit and loss account.

7.14 Financial Instruments
7.14.1 Financial assets

The Company classifies its financial assets in the following categories: at fair value
through profit or loss, loans and receivables, available-for-sale and held to maturity.
The classification depends on the purpose for which the financial assels were
acquired. Management determines the classification of its financial assets at the
time of initial recognition.

a) Financial assets at fair value through profit & loss

Financial assets at fair value through profit or loss are financial assets held for
trading and financial assets designated upon initial recognition as at fair value
through profit and loss. A financial assel Is classified as held for trading if
acquired principally for the purpase of selling in the short term. Assets in this
category are classified as current assets.

b) Loans and receivables

Loans and receivables are non-denvative financial assets with fixed or

determinable payments that are not quoted in an aciive market. They are
included in current assets, except for maturities for greater than twelve months

after the balance sheet date, which are classified as non-current assets.
Consistent with prior years, loans and receivables with less than twelve months .
maturities are classified as trade debts, loans and advances, deposits, other
receivables and profit eceivable from banks in the balance shest.
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CONTINGENCIES AND COMMITMENTS

The Sarhad Development Authority has filed an appeal in Peshawar High Court against the dedsion mada in the dvil suit
(Ne: 180¢1 ) on May 26, 2011 in favor of Suhail Jute Ml Limited for the rmoovesy of an amount of Rs.2,550,000 against
surmander of land measuring six acres situaled af Gadoon Industrial Esfate, Khyber Pakhtunkhwa, The Sarhad
Development Authority had acknowledged the surrender of land and made a payment of Rs.1,667,343 after daducting
charges of Rs, 882, 657 which was retumed by the Company with the plea that total amount should be refunded. The
Company has also fied an appeal before the Distid Judge, Peshawar against other pleas related to this issue dismissed
in the above dedsion.

Income tax demand of Rs. 8,771,178 for the tex year 2010 was raised against the Company under section 161/205 of the
income Tax Ordinance , 2001 which has been remanded back by Cormmissioner Inland Revenue(appeals) to the Deputy
Commissioner Inland Revenue for redetemination of the liability, if any. The proceedings before Deputy Commissioner
Inland Revenue has not yet finalized. The management and the tax advisor of the Company do not expect any
unfaverable outcome or serious loss to the Company in this case.

The Company has secured running finance from Faysal Bank and Al Baraka Bank as disdosed in note to the finandal
statements. These Banks have filed suits for recovery of all outstanding over due principal and markup amount. In case
of Faysal Bank the procesdings are pending with Lahore High Court and there are remote ¢hances of decision In favor of
the Company. In case of Al Baraka Bank the Banking Court, Rawalpindi has already issued decree in favor of Bank,
which is nol yet executed in view of charge on assels of Fayssl Bank, as well and the Company is not pursuing the matter
further. Accordingly as Company is already in legal proceedings with both Banks markup on outstanding borrowing
amount has not been serviced and charged in these finandal statements from July 01, 2014 in case of Faysal Bank and
from July 01, 2012 in case of Al Baraka Bank. The management and legal advisor are of the opinion that markup freezes
upon decree by the cour / initiation of recovery proceedings.

The company is contingently liable in respect of guarantees of Rupees 463,100 issued by the bank in nomnal course of
business

The Company I8 in litigation with sales tax authorities cirde 1, Rawalpindi for refund of sales tax amounting 1o Rs.2.452
million (2017 Rs. 2.452 million). The case is pending with the Honorable Lahare High Court , Lahore.

The Company is in litigation with vanous parties for which cases have been filed by / against the Company in different
courts of law as normal business events.

2018 2017
CASH AND BANK BALANCES e R P ERG e e
Cash in hand 38,071 50,250
Cash at banks:
- in current accounis 188,151 92 420
- in saving accounts . 9 BSS
188,151 102,275
3 227,223 161,525
ADMANCES DEPOSITS PREPAYVENTS AND OTHER RECEVABLES
Advarpes - corsidered god .
- Exparees 17,304 e
Depcits 51,940 501,90/
Preayrents 21632 20,30
Sarhed Develcprrert Authaity - 2,550,000 250,000
Income tawithheld (Refundetde) 1,66804 150,017
Rentrecaetle . 1800
Ciher receivaibies - corsidered good 5032 12,133

5216800 _5170.180




























