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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF RUPAFIL LIMITED

Report on the Audit of the Financial Statements

Opinion

We have audited the annexed financial statements of RUPAFIL LIMITED (the Company), which
comprise the statement of financial position as at June 30, 2020, and the statement of profit or loss,
statement of comprehensive income, the statement of changes in equity, the statement of cash flows
for the year then ended and notes to the financial statements, including a summary of significant
accounting policies and other explanatory information, and we state that we have obtained all the
information and explanations which, to the best of our knowledge and belief, were necessary for the

purposes of the audit.

In our opinion and to the best of our information and according to the explanations given to us, the
statement of financial position, statement of profit or loss, statement of comprehensive income, the
statement of changes in equity and the statement of cash flows together with the notes forming part
thereof conform with the accounting and reporting standards as applicable in Pakistan and give the
information required by the Companies Act, 2017 (XIX of 2017), 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, 2020 and of
the profit, other comprehensive income, the changes in equity and its cash flows for the year then
ended.

Basis for Opinion

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

appropriate to provide a basis for our opinion.

ACo

KARACHI  : Tel. : (92-021) 32791966-8 Fax : (92-021) 32791969




Responsibilities of Management and Board of Directors for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with the accounting and reporting standards as applicable in Pakistan and the
requirements of Companies Act, 2017 (XIX of 2017) and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free from material

misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management either intends to liquidate the

Company or to cease operations, or has no realistic alternative but to do so.
Board of directors are responsible for overseeing the Company’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

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

economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional

judgment and maintain professional skepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and

. obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

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

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting

estimates and related disclosures made by management.
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Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Company’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor’s report to the related disclosures in the financial statements
or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditor’s report. However, future events or
conditions may cause the Company to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions

and events in a manner that achieves fair presentation.

Report on Other Legal and Regulatory Requirements

Based on our audit, we further report that in our opinion:

a)

b)

d)

proper books of account have been kept by the Company as required by the Companies Act,
2017 (XIX of 2017);

the statement of financial position, the statement of profit or loss, statement of comprehensive
income, the statement of changes in equity and the statement of cash flows together with the
notes thereon have been drawn up in conformity with the Companies Act, 2017 (XIX of 2017)
and are in agreement with the books of account and returns;

investments made, expenditure incurred and guarantees extended during the year were for
the purpose of the Company’s business; and

no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980).

The engagement partner on the audit resulting in this independent auditor’s report is Syed Saim
Raza Zaidi.

Gee o L Co

Lahore
Dated: 03-Oct-2020



RUPAFIL LIMITED
STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2020
{(Rupees in thousand) Note 2020 2019
ASSETS
NON-CURRENT ASSETS
Property, plant and equipment [ 2,518,332 2,489,474
Right-of-use assets 7 - 1117
Long-term security deposits 8 4,251 4,171
CURRENT ASSETS
Stores, spares and loose tools 9 744,683 757,621
Stock-in-trade 10 875,119 652,123
Trade receivables from contracts with customers 11 297 305
Loans and advances 12 16,599 11,483
Trade deposits and short-term prepayments 13 465 1,676
Other receivables 14 188,526 610,354
Taxation - net 15 127,436 57,361
Cash and bank balances 16 45,746 40,252
1,998,871 2,131,175
4,521,454 4,625,937
EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES
Authorised share capital
110,000,000 {2019: 110,000,000} ordinary shares of Rs. 10 each 1,100,000 1,100,000
Issued, subscribed and paid-up capital 17 1,070,028 1,070,028
Long term financing - subordinated 18 464,000 -
Reserves 19 (510,777) (542,986)
Surplus on revaluation of freehold land 20 421,119 421,119
1,444,370 948,161
' 1,444,370 948,161
NON-CURRENT LIABILITIES
Long-term financing 21 328,694 328,694
Long term financing - subordinated - 464,000
Staff retirement benefits 22 120,966 101,658
Deferred taxation 23 44,253 53,858
Lease liabilities 24 - -
Long term deposits 25 7,248 7,284
501,161 955,493
CURRENT LIABILITIES
Trade and other payables 26 651,457 1,071,526
Short-term borrowings 27 1,901,076 1,429,877
Accrued mark-up 23,389 56,273
Current portion of long term borrowings 28 - 164,607
2,575,922 2,722,283
CONTINGENCIES AND COMMITMENTS 29
4,521,454 4,625,937

The annexed notes 1 to 48 form an integral part of these financial statements.

J

Nooruddin Feerasta
Managing Director

SHeh1gd Feerasta
irector




RUPAFIL LIMITED

STATMEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED 30 JUNE 2020

(Rupees in thousand) Note 2020 2019
Sales 30 3,692,141 6,261,042
Cost of goods sold 31 (3,438,349) (5,987,907)
Gross profit 253,792 273,136
Selling and distribution expenses 32 (16,703) (21,678)
Administrative and general expenses 33 (92,728) (80,196}
Other Expenses 34 (2,077) {3,330)
Other income 35 51,545 42,900
Operating profit 193,829 210,832
Finance cost 36 (201,451) (148,494)
(Loss)/ Profit before taxation (7,622) 62,337
Provision for taxation 37 39,368 (1,038)
Profit after taxation 31,744 61,300
Rupees

Earnings per share - basic and diluted 38 0.30 0.57
Appropriations have been reflected in the statement of changes in equity.
The annexed notes 1 to 48 form an integral part of these financial statements.
MO

Nooruddin Feerasta Shéhz{;:a Feerasta

Managing Director

Director



RUPAFIL LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2020

(Rupees in thousand) Note 2020 2019
Profit after taxation 31,744 61,300
Other comprehensive income / (loss)
ltems that will not be reclassified to profit or loss:
- Remeasurement gain/ (loss) on defined benefit obligation 22 653 (4,034)
- Deferred tax credit relating to remeasurement of defined
benefit obligation (189) 1,170
Other comprehensive income/ {loss) for the year 4464 (2,864)
32,210 58,436

Total comprehensive income / loss

The annexed notes 1 to 48 form an integral part of these financial statements.
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Nooruddin Feerasta

Managing Director Director

l
Sh'ehkd\d Feerasta




RUPAFIL LIMITED

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2020
(Rupees in thousand) Note 2020 2019

CASH FLOW FROM OPERATING ACTIVITIES

Cash generated from operations 39 141,756 745,852
Finance costs paid (234,335) (127.863)
Income tax paid (40,501) (50,9210}
Staff retirement benefits paid (7,769) (9.831)
Long term depaosits (80) -
Workers profit participation fund paid (2,381) -

Net Cash (outflow)/ inflow from operating activities (143,310) 557,248

CASH FLOW FROM INVESTING ACTIVITIES

Capital expenditure (181,651) (239,620)
Proceeds from disposal of property, plant and equipment 18,170 1,676
Profit / Mark-up received 5,728 1,602
Net cash outflow from investing activities (157,753) (236,341)

CASH FLOW FROM FINANCING ACTIVITIES

Long-term financing obtained - 42,435
Long-term financing repaid (164,350) (154,766)
Long-term deposits (36) 12
Liabilities against assets subject to finance lease (257) (538)
Short-term borrowings obtained and repaid - net 471,199 (184,361)
Net cash inflow/ (outflow) from financing activities 306,556 (297.,219)
Net increase in cash and cash equivalents 5,494 23,689
Cash and cash equivalents at the beginning of the year 40,252 16,567
Effect of exchange rate fluctuations - (4)
Cash and cash equivalents at the end of the year 16 45,744 40,252

The annexed notes 1 to 48 form an integral part of these financial statements.

ALC

Nooruddin Feerasta ) Shehzdd Feerasta
Managing Director Director

i
IR



RUPAFIL LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2020

(Rupees in thousand)

Balance as on 01 July 2018
Total Comprehensive Income
- Profit for the year ended 30 June 2019

- Other comprehensive income for
the year ended 30 June 2019

Balance as on 30 June 2019
Balance as on 01 July 2019
Total Comprehensive income

- profit for the year ended 30 June 2020

- Other comprehensive income for
the year ended 30 June 2020

Transfer during the year

Balance as on 30 June 2020

The agnnexed notes 1 to 48 form an integral part of these financial statements.

Nooruddin Feerasta
Managing Director

Revenve
Issved, Reserves Surplus on Long term
subscribed and revaluation financing - Total
paid-up capital AccuLmuIcn‘ed freehold land subordinated
oss
1,070,028 (601,422) 421,119 - 889,725
- 61,300 - - 61,300
- {2,864) - - (2,864)
- 58,436 - 58,436
1,070,028 (542,986) 421,119 - 948,161
1,070,028 (542,986} 421,119 - 948,161
- 31,746 - - 31,746
- 464 - - 444
- 32,210 - - 32,210
464,000 464,000
1,070,028 (510,777) 421,119 464,000 1,444,370

/ﬁhe nzefd Feerasta
irector




RUPAFIL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020

Legal status and nature of business

RUPAFIL LIMITED ["the Company") was incorporated in Pakistan on 25 January 1992 as a Public Limited Company.
The registered office of the Company is situated at 241-242 Upper Mall Scheme. Anand Road, Lahore and
manufacturing unit is situated at 13.4 KM Sheikhupura — Sharagpur Road, Sheikhupura. 1t is principally engaged in
the manufacture and sale of synthetic textile products.

A novel strain of coronavirus (COVID-19) that first surfaced in China was classified as a pandemic by the World
Health Organization on March 11, 2020, impacting countries globally. Measures taken to contain the spread of the
virus, including travel bans, quarantines, social distancing, and closures of non-essential services and factories
have triggered significant disruptions to businesses worldwide, resulting in an economic slowdown. The potential
impacts from COVID-19 remain uncertain, including, among other things, on economic conditions, businesses and
consumers. However, the impact varies from industry to industry in different jurisdictions. Based on management's
assessment, considering demand from its customers, availability of imports and measures taken by Government to
support the industry in which the Company operates, COVID-19 does not have a significant impact on the
Company's operations in respect of appropriateness of going concern assumption. For information about any
other impact, refer note 45 of these financial statements.

Significant transactions and events affecting the Company’s financial position and performance

All significant transactions and events that have affected the Company's statement of financial position and
performance have been adequately disclosed in the notes to these financial statements, where ever necessary.

Significant accounting information and policies

3.1 Statement of compliance
These financial statements have been prepared in accordance with the accounting and reporting
standards as applicable in Pakistan. The accounting and the reporting standards applicable in Pakistan
Compirises of:

- International Financial Reporting Standards (IFRSs) issued by the International Accounting Standards Board
({ASB) as notified under the Companies Act, 2017; and

-Provisions of and the directives issued under the Companies Act, 2017.

Where provisions of and directives issued under the Companies Act, 2017 differ from the IFRSs, the provisions
of and directives issued under the Companies Act, 2017 have been followed.

3.2 Basis of measurement

These financial statements have been prepared under the historical cost convention unless otherwise
specifically stated.

3.3 Functional and presentation currency

These financial statements are presented in Pakistani Rupee (Rs. /Rupee) Which is the Company's functional
currency. Amounts presented in the financial statements have been rounded off to the nearest thousand
Rupees, unless otherwise stated.

As company imports raw material, chemicals to be used in manufacturing process , plant and machinery
and stores and spares which involve foreign currency transactions, these foreign currency transactions are
translated in Pak Rupees using the exchange rates prevailing at the dates of the transactions. Company
also held some foreign currency as cash in hand and in bank account which translated in Pak Rupees using
the exchange rates prevailing at June, 30 2020. Resulting foreign gains and losses from the settiement of
such fransaction and from the translation of year-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognized in the statement of profit and loss.

Qe



RUPAFIL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020

3.4 Critical accounting estimates and judgments

The preparation of financial statements in conformity with the accounting and reporting standards requires
the use of certain critical accounting estimates. It also require management to exercise its judgment in the
process of applying the Company's accounting policies. Estimates and judgments are continually evaluated
and are based on historical experience and other factors, including expectation of future events that are
believed to be reasonable under the circumstances. In the process of applying the Company's accounting
policies, the management has made the following estimates and judgments which are significant to
financial statements:
i) Useful lives of property, plant and equipment - Note 5.1.1 and 6.1
The Company uses estimates and judgments in determining the recoverable amount, residual values and
useful lives of operating fixed assets.
ii) Fair value of freehold land - Note 6.4
The Company uses some estimates and judgments in determining the fair value of freehold land.
iii) Provisions for expected credit losses
The Company uses estimates in determining change in the credit quality of financial assets.
iv) Staff retirement benefits - Note 5.8 and 22
The present value of obligation related to staff retirement benefit depends upon number of factors that are
determined on actuarial basis using a number of assumptions. Changes in the assumption will impact the
carrying value of these obligations.
v) Contingencies and commitments
The Company uses estimates and judgments in disclosure and assessment of provision for contingencies as
disclosed in Note 29.
vi) Current and deferred income taxes- Note 15 and 23

. In making the estimates for income taxes payable by the Company, management considers current income
tax law and the decisions of appellate authorities on certain cases issued in the past. Where the final tax
outcome is different from the amounts that were initially recorded, such differences willimpact the income
tax provision in the period in which such final outcome is determined. Deferred tax is measured af the tax
rates that are expected to apply to the period when the asset is realized or the liability is settled, based on
the tax rates (and tax laws) that have been enacted or substantively enacted at the reporting date.

4 New standards, amendments to approved accounting standards and new interpretations
4.1 Amendments to approved accounting standards and interpretations which are effective during the year

ended June 30, 2020
The Company has adopted the following accounting standards, the amendments and interpretations of
IFRSs which became effective for the current year:

IFRS 16 Leases

The adoption of the above standards, amendments and improvements to accounting standards did not
have any material effect.

IFRS - 16 " Leases”

IFRS 16 replaces existing guidance on accounting for leases, including IAS 17 “Leases”, IFRIC 4 “Determining
whether an arrangement contains a Lease”, SIC-15 “Operating Leases- Incentive” and SIC-27 “Evaluating
the substance of transactions involving the legal form of a Lease". It results in almost all leases being
recognized on the statement of financial position, as the distinction between operating and finance leases
hos been removed. Under the new standard, an asset {the right of use the leased item) and a financial
liability to pay rentals are recognized. The only exceptions are short term and low value leases.

Aco



RUPAFIL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020

4.2

The Company has applied IFRS 16 using the modified retrospective approach and has not restated the
comparative information presented for 2019, as permitted under the specific transitional provisions in the
standard.

"SECP Notification dated July, 29 2019"

The Securities and Exchange Commission of Pakistan (SECP) through it's notification dated July 29, 2019
brought certain alterations in fourth schedule to the Act with regard to preparation and presentation of
financial statements. These alterations resulted in elimination of certain disclosures in the financial statements
of the Company for the year ended June 30, 2020.

New standards, amendments to approved accounting standards and interpretations that may be effective
for the Company

The following standards, amendments and interpretations with respect to the approved accounting
standards as applicable in Pakistan would be effective from the dates mentioned below against the
respective standard or interpretation:

Effective date
(annual periods

Standards or interpretations .
beginning on or

after)
IFRS 3 Business Combinations - Definition of a Business (Amendments) 01 January 2020
IAS 1 Presentation on Financial Statements (Amendments) 01 January 2020
IAS8 Accounting Policies, Changes in Accounting Estimates and Errors 01 January 2020

(Amendments)

IFRS 9 Financial Instruments (Amendments) 01 January 2020
IFRS 7 Financial Instruments - Disclosures (Amendments) 01 January 2020
IFRS 16 Leases - COVID -19 related rent concession 01 June 2020

The above amendments are not expected to have any material impact on the Company's financial
statements in the period of initial application.

Further, following new standards have been issued by International Accounting Standards Board (IASB)
which are yet to be notified by the SECP for the purpose of applicability in Pakistan.

IFRS 1 First-time Adoption of International Financial Reporting Standards
IFRS 17 Insurance Contracts

Significant accounting policies

The significant accounting policies as set out below are consistently applied for all periods presented in these
financial statements except for the changes as stated in note 4.1 to these financial statements.

5.1

Property, plant and equipment
5.1.1 Operating fixed assets

These are stated at cost less accumulated depreciation less accumulated impairment losses, if any, except
for freehold land which are stated at revalued amount.

Depreciation on operating fixed assets is calculated on reducing balance method. Full month's
depreciation is charged in the month of addition, whereas no depreciation is charged in the month of
disposal or delefion of assets. Rates of depreciation, which are disclosed in note 6, are determined to
allocate the cost of an asset less estimated residual value, if significant, over its useful life.

The assets' residual values and useful lives are reviewed, and adjusted if significant, at each reporting date.

el



RUPAFIL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020

5.2

53
531

(a)

(b)

Disposal of assefs is recognized when significant risks and reward incidental to the ownership have been
tfransferred fo buyers. Gains / losses on disposal of assets are recognized in income / expense in the year of
disposal.

Increases in the carrying amounts arising on revaluation of land are recognized in other comprehensive
income and accumulated in revaluation surplus in shareholders' equity, to the extent that increase reverses
a decrease previously recognized in the statement of profit or loss, the increase is first recognized in the
statement of profit or loss. Decreases that reverse previous increases of the same asset are first recognized in
other comprehensive income to the extent of the remaining surplus attributable to the asset; all other
decreases are charged to the statement of profit or loss.

Normal repairs and maintenance costs are charged to the Statement of profit or loss account as and when
incurred. Major renewals and improvements are capitalized and the assefs so replaced, if any, are retired.

5.1.2 Capital work-in-progress

Capital work-in-progress is stated at cost less impairment loss (if any) and consists of expenditure incurred,
advances made and other directly attributable costs in respect of operating fixed assets in the course of
their construction and installation. Transfers are made to relevant operating fixed assets category as and
when assets are available for use.

Impairment

The carrying amounts of the Company's assets are reviewed at each reporting date to determine whether
there is any indication of impairment loss. If any such indication exists, the asset's recoverable amount is
estimated to determine the extent of impairment loss, if any. An impairment loss is recognized for the amount
by which the assets carrying amount exceeds its recoverable amount. The recoverable amount is the
higher of an assets fair value less costs to sell and value in use. Impairment losses are charged to statement
of profit or loss.

An impairment loss is reversed if there has been a change in the estimates used to determine the
recoverable amount. An impairment loss is reversed only to the extent that the asset carrying amount does
not exceed the carrying amount that would have been determined, net of depreciation or amortization, if
no impairment loss had been recognized.

Financial instruments

The Company classifies its financial assets in the following three categories:

{(a) Financial assets measured at amortized cost;

(b) financial assets measured at fair value through other comprehensive income (FVOCI): and
(c) Financial assets measured at fair value through profit or loss (FVTPL).

Financial assets measured at amortized cost

A financial asset is measured at amortized cost if it is held within business model whose objective is to hold
assets to collect contractual cash flows, and its contractual terms give rise on specified dates to cash flows
that are solely payments of principal and interest on principal amount outstanding.

Such financial assets are initially measured at fair value plus transaction costs that are directly attributable to
the acquisition or issue thereof.

Financial assets at FVOCI

A financial asset is classified as at fair value through other comprehensive income when either:

(i)

it is held within a business model whose objective is achieved by both collecting confractual cash flows and
seling financial assets and its contractual terms give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding; or

£CO



RUPAFIL

LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020

(it}

(<)

53.2

5.3.3

(a)

(b)

(c)

5.4.4

it is an investment in equity instrument which is designated as at fair value through other comprehensive
income in accordance with the irevocable election available to the Company at initial recognition.

Such financial assets are initialiy measured at fair value plus transaction costs that are directly attributable to
the acquisition or issue thereof.

Financial assets at FVTPL

A financial asset shall be measured at fair value through profit or loss unless it is measured at amortized cost
or at fair value through other comprehensive income, as aforesaid.

Such financial assets are initially measured at fair value.

Initial recognition

All financial assets are recognized at the time the Company becomes a party to the contractual provisions
of the instrument. Regular purchases and sales of financial assets are recognized on the trade date i.e. the
date on which the Company commits to purchase or sell the assets. Financial assets are initially recognized
at fair vaiue plus transaction costs except for financial assets carried at fair value through profit or loss.
Financial assets carried at fair value through profit or loss are initially recognized at fair value and
tfransaction costs associated with these financial assets are taken directly to the statement of profit or loss.

Subsequent measurement
Financial assets measured at amortized cost

These assets are subsequently measured at amortized cost {determined using the effective interest method)
less accumulated impairment losses.

Interest / markup income, foreign exchange gains and losses and impairment losses arising from such
financial assets are recognized in the statement of profit or loss.

Assets at Financial FVOCI

These are subsequently measured at fair value less accumulated impairment losses.

A gain or loss on a financial asset measured at fair value through other comprehensive income is recognised
in other comprehensive income, except for impairment gains or losses and foreign exchange gains and
losses, until the financial asset is derecognised or reclassified. When the financial asset is derecognised the
cumulative gain or loss previously recognised in other comprehensive income is reclassified from equity to
profit or loss as a reclassification adjustment (except for investments in equity instruments which are
designated as at fair value through other comprehensive income in whose case the cumulative gain or loss
previously recognized in other comprehensive income is not so reclassified). Interest is calcuiated using the
effective interest method and is recognised in profit or loss.

Financial assets at FVTPL

These assets are subsequently measured at fair value.

Net gains or losses arising from remeasurement of such financial assets as well as any interest income
accruing thereon are recognized in statement of profit or loss.

Impairment

The Company applies the IFRS 9 ‘Simplified Approach’ to measuring expected credit losses which uses a
lifetime expected loss allowance for trade debts and other receivables. The Company measures expected
credit losses in a way that refiects an unbiased and probability-weighted amount, time value of money and
reasonable and supportable information at the reporting date about the past events, current conditions
and forecast of future economic conditions. The Company recognises in statement of profit or loss, as an
imoairment loss, the amount of expected credit losses {or reversal) that is reauired to adiust the loss

#co



RUPAFIL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020

545

5.4

55

5.6

5.7

5.8

5.90

5.10

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the statement of
financial position if there is a currently enforceable legat right to offset the recognised amounts and there is
an intention to settle on a net basis.

Trade debts, loans, advances and other receivables

These are initially measured at fair value of consideration receivable. Subsequently, these are measured af
amortised cost. These cost are written off when there is no reasonable expectation of recovery. Credit loss, if
any, is based on expected credit loss.

Stores, spares and loose tools

Stores, spares and loose tools are valued at lower of moving average cost and net realizable value. ltems-in-
transit are valued at cost comprising invoice value plus other expenses paid thereon. Provision is made for
slow moving and obsolete items.

Stock-in-trade

Stock-in-trade, except for those in transit, are valued at lower of weighted average cost and net realizable
value. ltems-in-transit are valued at cost comprising invoice value plus Other expenses paid thereon. Cost of
work-in-process and finished goods comprises direct material, labour and appropriate manufacturing
overheads.

Provision is made for slow moving and obsolete items.

Net realizable value signifies the estimated selling price in the ordinary course of business less cost of
completion and costs necessarily to be incurred in order to make a sale.

Cash and cash equivalents

Cash and cash equivalents in the statement of financial position are carried at cost. It comprises of cash at
banks, cash in hand and short-term highly liquid deposits, if any.

Staff retirement benefits
5.8.1 Defined benefit plan - Gratuity

The Company operates an Unfunded Defined Benefit Gratuity Scheme for all its permanent
employees who attain the minimum qualification period for entittement to gratuity. The provision is
made on the basis of actuarial recommendation to cover the obligation under the scheme for all
employees eligible to gratuity benefits. The latest actuarial valuation being carried out at 30 June
2020.

5.8.2 Defined contribution plan - Provident fund

The Company operates an approved provident fund scheme which covers all permanent
employees. Equal monthly contributions are made by the Company and employees. Contribution is
made by the Company at the rate of 8.33 % of basic salary.

Compensated absences
The Company accounts for compensated absences in the accounting period in which these are earmned.

Trade and other payables

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



RUPAFIL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020

5.12

513

5.14

515

Provisions

A provision is recognized in the statement of financial position when the Company has a present legal or
constructive obligation as a result of past event, 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 determined by discounting future cash flows and appropriate
discount rate wherever required. Provisions are reviewed at each reporting date and adjusted to reflect
current best estimate.

Borrowings and borrowing cost

Borrowings are recorded at the proceeds received. Financial charges are accounted for on an accrual
basis and are disclosed as '"Mark-up Accrued' to the extent of the amount remaining unpaid.

All mark-up, interest and other expenses on long-term and short-term borrowings are charged to profit in the
period in which they are incurred.

Borrowing cost directly attributable to the acquisition, construction or production of qualifying assets, which
are assets that necessarily take a substantial period of time to get ready for their intended use are added to
the cost of those assets, until such time as the assets are ready for their intended use.

Revenue recognition

The Company is in the business of sale of goods i.e Polyester products. Revenue is recognised when control
of the goods is transferred to the customer at an amount that reflects the consideration to which the
Company expects to be entitled in exchange for those goods.

Revenue from sale of goods is recognised at the point in time when control of the asset is transferred to the
customer, generally on delivery of the goods. The Company has a policy of advance sale receipt and
where it is not practicable, the normal credit term is 1 1o 7 days.

The Company considers whether there are other promises in the contract with customers that are separate
performance obligations to which a portion of the transaction price needs to be allocated (e.g., right of
returns, volume rebates or any other rebates). In determining the transaction price for the sale of goods, the
Company considers the effects of variable consideration, the existence of significant financing
components, non cash consideration, and consideration payable to the customer (if any). As a result, only
the followng transactions are considered relevant or, in any way, affect Company's revenue from
customers.

Rebates - Discounts

The Company provides rebates (discounts) on certain products sold to dealers, distributors and wholesalers
of polyester products. Therefore, invoice to customer is issued net of discount(where applicable) and also
the revenue is recorded net of rebate - discount.

Accounts receivables

A receivable represents the Company's right to an amount of consideration that is unconditional (i.e. only
the passage of time is required before payment of the consideration is due or is actually received).

Profit on bank deposit

Profit on bank deposit is accounted for using effective interest rate method.
Taxation

5.15.1 Current

Provision for current taxation is based on taxable income at the enacted or substantively enacted
rates of taxation after taking into account available tax credits and rebates, if any. The charge for
the current tax also includes adjustments to charge for prior years, if any.
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5.15.2

Deferred

Deferred tax is provided in full using the balance sheet liability method on all temporary differences
arising at the reporting date, between the tax bases of assets and the liabilities and their carying
amounts. Deferred tax liabilities are generally recognised for all taxable temporary differences and
deferred tax assets are recognised for all deductible temporary differences, unused tax losses and
unused tax credits to the extent that it is probable that future taxable profits will be available against
which these can be utilised.

Deferred tax is calculated at the rates that are expected to apply to the period when the
differences reverse based on tax rates that have been enacted or substantively enacted by the
reporting date. In this regard, the effects on the deferred taxation of the portion of income expected
to be subject to final tax regime is adjusted in accordance with the requirement of Accounting
Technical Release - 27 of the Institute of Chartered Accountants of Pakistan. Deferred tax is charged

Deferred tax relating to items recognised outside profit and loss account is recognised outside profit
and loss account. Deferred tax items are recognised in correlation to the underlying transaction
either in other comprehensive income or directly in equity.

5.16 Transaction with related parly

All tfransactions with related parties are entered into at arm's length basis, as defined in Companies Act 2017,
excluding the following:

a) The Chief Executive Officer (CEO ) and the directors of the Company did not draw any salary during the
year (note - 41}, and
b) The Company has obtained an interest free loan, the details of which are disclosed in note 18.

Ao
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{Rupees in thousand} Note 2020 2019
é Property, plant and equipment
Operating fixed assets [N 2517141 2,486,934
Capital work -in- progress h 44 1" 2,540
2,518,332 2,489,474
{Rupees in thousand}
Owned Assets i
6.1  Operaling fixed assets Building ]
Plant &
Freehold Factory on Office on R machinery Furniture & Vehicles Office Other Yotal
Land raehold treehold il fitlings equipment assets
(note - 6.3)
fand land
Net camying value basis
Year ended 30 June 2020
Opening net book value (NBV} 433,744 301,798 11,640 7.037 1.849 1,693,744 11,947 12,996 7,456 4,723 2,486,934
Additions {at cost} - 4,358 - - - 177,589 248 - 750 55 183,000
Transfers from right-of-use assets - - - - - - - 894 - - 894
Revaluation surplus {Note - 20 ) - - - - - - - - - -
Disposals / write offs:
- Cost - - - - - 95,626 - 1.291 - - 96,917
- Accumulated depreciation - - - - - (87.213) - (1.255 - - (88,448)
- - - - - 8,413 - 36 - - 8,44%
Depreciation Charge - 17,091 {582) {352) {92) {122,290} (1.208) (2.369) (778} (476) (145.238)
Closing net book value (NBV) 433,744 289,068 11,058 6,685 1,757 1,740,632 10,967 11.485 7,428 4,302 2,517.141
Gross carrying value basis - - - - - - - - - -
As at 30 June 2020
Cost 433,744 504,825 13,160 8,088 5.565 4,267,581 2081 27.299 1517 11,209 5,307,451
Accumulated depreciation - (215,760} {2,102 (1,403) {3,808} [2,526,949) {9.824) (15.814) {7,743) (6.906} (2,790,310)
Net book vaiue (NBV) 433,744 289,065 11,058 6.685 1,757 1.740,632 10,987 11,485 7.428 4,302 2,517,141
Depreciation rate p.a. (%) - 510 10 5 5 § 51010 10 20 10 10 -
Net carrying value basis
Year ended 30 June 2019
Opening net book value (NBV}) 433,744 282,776 603 7.407 2016 1,634,303 11.542 6119 5,922 4,473 2,388,905
Addifions {at cost) - 35,693 11,249 - - 178,196 1,638 9,059 2,204 696 238,734
Revaluation surplus {Note - 20 } - - - - - - - - - -
Disposals / write offs:
- Cost - - - - - - - 2202 - - 2,202
- Accumvulated depreciation - - - - - - - (2113 - - (2,113)
- - - - - - - 89 - - (89)
Depreciation Charge - (16,671) 212) (370} (67} (118,753} (1.233) (2.093) {670} [445) (140,615)
Closing net book value (NBV) 433,744 301,798 11,640 7.037 1.849 1,693,746 11,947 12,996 7.456 4,723 2,486,934
Gross carnrying value basis
As at 30 June 2019
Cost 433,744 500,467 13,160 8,088 5,565 4,185,618 20,563 25,437 14,421 11.154 5218215
Accumuiated depreciation - {198.669) (1,520} {1.051} {3.716) 2,491,872} (8,616} (12,441 (6.965) (6.430) (2.731,281)
Net book value (NBV) 433,744 301,798 11,640 7,037 1.849 1,693,746 11,947 12,996 7.454 4,723 2,486,934
Deprecidtion rate p.a. (%) - 10 5 5 5 10 10 20 10 10 -
(Rupees in thousand) Note 2020 2019
6.2 The depreciation charge has been allocated as follows:
Cost of goods sold 31 139,949 136,037
Selling and distribution expenses 32 264 228
Administrafive and general expenses 33 5,025 4,349
145,238 140,614

6.3 Additions within Plant and machinery during the year includes markup at a rate of 6 Months KIBOR + 0.75%, on loan obtained for acquisition of plant and machinery as a part of expansion project. This

amounts to Rs: 56.81 million.

&CO
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(Rupees in thousand)

6.3  Disposal of operating fixed assets

The following assets were disposed off during the year:

Particulars of assets Cost Accumulated Book Sale Gain on Mode of Particulars of
Depreciation Value Proceeds Disposal Disposal Buyers
Propetty, plant and equipment
Murata Machines 95,626 87.213 8,413 17,150 8,737 | As per Company Rehan/Zeeshan
Policy Silk Factory
Vehicle
Toyota Corolla 1,291 1,255 36 1,020 984 | Negotiation Khawar
Mehmood Butt
88,468 8,449 18,170 9,721 ehmood Bu

&/CO 96,917
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{Rupees in thousand) Note 2020 2019
6.4 Capital work-in-progress
Civil works - 2,020
Factory Building - 520
Plant and machinery 743 -
CFPP Pre-production 448 -
1,191 2,540
4.5 Particulars of immoveable assets the Company are as follows
Usage of Total area
Location Address
property (sq.ft)
Sheikhupura  13.2KM, Sheikhupura -Shragpur Road, Sheikhupura Production 747,983
6.6 Revalued freehold land and fair value measurement
The fair value of the Company's land is determined periodically by an independent professionally qualified valuer. The
latest revaluation exercise was caried out in financial year 2017 by M/s Hamid Mukhtar & Co. (Pvt) Limited, who is
independent valuer and is not related to the Company. The valuer has appropriate experience in fair value measurement
of properties in the relevant locations. The fair value of the land was determined based on the market comparable
approach that reflects recent transaction prices for similar properties. This is in accordance with Level - 2 input of IFRS - 13.
There has been no change to the valuation technique during the year. Had this free hold land not been revalued ever, the
carrying amount of the land would have been Rs: 12.625 million.
6.7  Fair Value hierarchy
Fair Valve as at 30 Fair Valve as at
Level 2 Level3 June 2020 Level 2 Level 3 30 June 2019
Freehold
land 433,744 - 433,744 433,744 - 433,744
6.8 Security
All fixed assets are subject to first charge amounting to Rs: 1,070 million on account of long term loan from MCB Bank
Limited and certain guarantees issued by bank on behalf of the Company.
7 Right of use assets

The Company has vehicles classified as right of use assefs. The carrying amount and movement of these , during the
period, is as follows:

{Rupees in thousand)

71

Honda City
As at 01 July 2018 1,426
Depreciation charge for the year ended 30 June, 2019 (309)
As at 30 June 2019 1117
Depreciation charge for the year ended 30 June, 2020 (223)

Transfer 894
As at 30 June 2020 -

The Company's obligations under its leases are secured by the lessor's title to the leased assets. During the year, leased
vehicles have been fransferred to owned assets (note 6.1 fransfers from right of use assets), as the Company has exercised
the bargain purchase option.

(Rupees in thousand) 2020 2019
7.2  Allocation of depreciation charge of right of use assets
Selling and distribution expenses 11 15
Administrative and general expenses 212 294
223 309
(Rupees in thousand) Note 2020 2019
8 Long-term security deposits
Security deposits 4,251 4,171
4,251 4171

A0
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{Rupees in thousand) Note 2020 2019
9 Stores, spares and loose tools
Stores
-In hand 9.1 221,328 168,494
- In transit 1,135 62,018
222,463 230,512
Spares
- In hand 507,652 506,440
- In transit 5,728 12,828
513,380 519,268
Loose tools
- In hand 8,840 7.841
744,683 757,621

9.1 This includes fuel for power and steam generation amounting to Rs. $2.55 million (2019: Rs. 59.828 million).

{Rupees in thousand) Note 2020 2019

10

Stock-in-trade
Raw and packing materials

- In hand 569,321 255,067

- Stock with Third Party 19.372

- In transit 158,878 -
747,57 255,067

Work-in-process 24,341 61,782

Finished goods 10.1 101,187 335,274
875119 652,123

10.1 Finished goods are carried at net realizable value Rs. 14.861 miillion (2019: Nil ) and an amount of Rs. 0.764 million has
been charged to cost of goods sold in this respect (2019: Nii).

{Rupees in thousand) Note 2020 2019

n

Trade debts
Unsecured - Considered good - Jurisdiction in Pakistan

Due from an associated Company 111 80 -
Due from other parties 1.2 217 305
297 305

11.1  This represents an amount due from Rupali Polyester Limited, an associated Company by virtue of Common
Directorship. The maximum aggregate amount outstanding at any time during the year calculated by reference to
month-end balances amounts to Rs: 4.381 million. None of this balance is considered as impaired and neither any of
the receivable from Rupadli Polyester Limited has been written off nor considered doubtful.

11.2 The aging analysis of trade receivables from contract with customers due from Rupali Polyester limited, an
associated Company, is as follows:

(Rupees in thousand) Note 2020 2,019

Not overdue - -
Past due less than 30 days - -
Past due less than 60 days - -
Past due less than 90 days - -
Past due less than 365 days 80 -

Past due over 365 days - -
80 -

11.3 The aging analysis of trade receivables from contract with customers due from other parties is as follows:

(Rupees in thousand) Note 2020 2,019

Not overdue - -
Past due less than 30 days 217 305
Past due less than 60 days - -
Past due less than 90 days - -
Past due less than 365 days - -
Past due over 365 days - -
217 305

11.4 The Company has applied a simplified approach in determining expected credit loss and has established a
provision matrix that is based on its historical credit loss experience, adjusted for forward-looking factors specific to
the trade receivables and the economic environment. The Company has no historical credit loss experience.
Therefore, no allowance for expected credit loss has been recognized in these financial statements in respect of
trade receivables from contract with customers.

8eo
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{Rupees in thousand) Note 2020 2019
12 Loans and advances - Considered good
Loans due from employees - non executive 121 871 1,966
Advances to staff for expenses 189 176
Advances to suppliers 15,539 9.340
14,599 11,483

12.1 Loans have been granted under staff loan policy, as temporary financial assistance, to staff. These are secured
against the gratuity payable to employees and are recoverable in 12 equal monthly installments. Therefore, all of
the amount is recoverable within 1 year as of reporting date. These loans carry mark-up at the rate of 14,00% {2019:
14.00%) per annum. The maximum aggregate amount of loans and advances due from non-executives at the end
of any month during the year was Rs. 2.535 million {2019: Rs. 2.106 million). The Chief Executive Officer and directors

have not taken any loan or advance from the Company.

(Rupees in thousand) Note 2020 2019
13 Trade deposits and short-term prepayments
- Considered good
Prepaid insurance 212 69
Other prepayments 253 1,607
445 1,676
(Rupees in thousand) Note 2020 2019
14 Other Receivables
Considered good
Sales tax refundable 174,806 610,354
Others 13.720 -
188,526 610,354

14.1 This represents an amount due from Federal Board of Revenue (FBR) on account of sales tax refundable. During the

year, an amount of Rs: 364.657 million has been refunded 1o the Company.

Note 2020 2019
15 Taxation - net
Opening balance 57,361 82,665
Tax payments / adjustments during the year 40,501 50,910
97.862 133.575
Provision for taxation 37 29,574 {(76,214)
127,436 57,361

The income tax assessment of the company has been finalized up to Tax Year 2019 {accounting year ended 30 June 2019}

and income tax return for the tax year 2019 has been duly filed.

{Rupees in thousand) Note 2020 2019
16 Cash and bank balances
Balance with banks
- Current accounts 304 25922
- PLS / Savings Accounts
- Local currency 16.1 44 457 13,355
- Foreign cuirency - 1
44,761 39,278
Cash in hand
- Local currency 975 870
- Foreign currency 10 104
985 974
45,746 40,252

16.1 The balances in PLS accounts carry mark-up rate ranging between 8% fo 13.75% (2019: 8.00% to 12.75%) for local

currency and nil (2019: nil) for foreign currency.

16.2 Cash at banks in PLS accounts include US $ 4.48 (2019: US $ 2.70).

6%
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(Rupees in thousand} Note 2020 2019

17 Issued, subscribed and paid-up capital
2020 2019

Ordinary shares Ordinary shares
of Rs. 10 each of Rs. 10 each

107,002,804 107,002,804 - Shares allotted for 1,070,028 1,070,028
consideration paid
in cash

107,002,804 107,002,804 1,070,028 1,070,028

17.1 There has been no movement in ordinary share capital during the year ended 30 June 2020 (2019: same).

17.2 Shares held by related parties of the Company

Note 2020 2019
Name of share holders ---- Number of shares ----
Mr. Abdul Hayee 500 500
Feersata Senior Trust 71,334,644 71,334,644
Alnu Trust 35,666,620 35,666,620
. M. Shehzad Feerasta 10 10
Mr. Zeeshan Feerasta 10 10
Mr. Uziar Feerasta 10 10
Mr. Nooruddin Feerasta 500 500
Mrs. Shirin Feerasta 500 500
Mr. Amin Feerasta 10 10
(Rupees in thousand) Note 2020 2019
18 Long- term financing - subordinated
From related party - unsecured
Interest free loan 18.1 464,000 464,000
464,000 464,000

18.1 During the year ended 30 June 2020, the company has signed an agreement with Alnu Trust. Under the terms of the agreement, the
loan is repayable at the discretion of the Company. Therefore, the entire amount of the loan has now been transferred to equity. The
loan is unsecured, interest free and has been obtained to meet liquidity requirements of the Company.The loan is repayable at the
discretion of the entity and is subordinated to facilities from financial institutions.

(Rupees in thousand) Note 2020 2019
19 Reserves
Revenue reserves
- Accumulated loss (510,777) (542,986)

(510,777) (542,986}

20 Surplus on revaluation of freehold land

During the year ended 30 June 2017, the Company carried out a revaluation of its freehold land which represents an area measuring 54.218
acres situated at 13.4-Km Sheikhupura-Sharaqpur Road. M/s Hamid Mukhtar & Co. (Pvt.) Limited carried out the valuation exercise, based on
their assessment and prevailing market conditions of real estate in that area. They were of the opinion that fair value market rate of the land
was assessed to be Rs. 8 million per acre at that date and forced sale value of Rs: 6.16 million per acre. Had the freehold land not been
revolued, the carrying amount would have been Rs: 12.625 million.

The revaluation surplus on freehold land is a capital reserve and is not available for distribution to shareholders of the Company, in
accordance with section 241 of the Companies Act, 2017.

{Rupees in thousand) Note 2020 2019

21 Long-term financing
From banking companies - secured
-Utilized under mark-up arangement 211 328,694 493,044
Cumrent portion shown under current liabilities 28 . (164,350)
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(Rupees in thousand) Note 2020

2019

21.1 The Company had obtained a term finance facility from MCB Bank Limited of Rs. 652 million for the purpose of import of plant and
machinery, spare parts and related civil works. The facility is secured by way of first charge over all fixed assets aggregating to Rs. 1,071
million. It caries a mark- up at a rate of 6 month KIBOR + 0.75% to be reset on biannual basis. The facility was approved in November
2014 with a grace period of two years. As at reporting date, the Company has paid 6 installments out of total 10 installments. The total
tenure of the facility was 7 years with maturity date of 27 Feb 2022 but this has been extended for 1 year due to COVID - 19 pandemic.
According to Bank's Revised schedule, four payments are due from the Company as at reporting date which will be start from August,

22 Staff retirement benefits
22.1 Defined benefit plan - gratvity

The scheme provides for refirement benefits for all its permanent employees who attain the minimum qualifying period for entitlement

fo gratuity.

Annugal charge is based on actuarial valuation conducted in accordance with IAS-19 [Revised) -Employee Benefits' as at 30 June 2019,

using the Projected Unit Credit Method.

22.1.1 Principal actuarial assumptions
Following are a few important actuarial assumptions used in valuation:

(Rupees in thousand) 2020 2019
Discount rate (%) per annum 8.5 12.5
Expected rate of salary increase in future years (%) per annum 7.5 1.5
Average expected remaining working life time of employees (years) 7 6
Average duration of liability {years) [} 6

The gratuity scheme exposes the Company fo the following risks:
a) Mortality risk

The risk that the actual mortality experience is different. The effect depends on the beneficiaries’ service / age distribution and

the benefit.
b) investment risks

The Company is not managing any plan asset.
c) Final salary risks

The risk that the final salary at the time of cessafion of service is higher than what was assumed. Since the benefit is calculated

on the final salary, the benefit amount increases similarly.

d) Risk of insufficiency of assets
The Company is exposed to risk of insufficiency of funds at the time of payment.
e) Withdrawal risk

of the liability can go either way.
22.1.2 The amount recognized in the statement of financial position

The risk of actual withdrawals varying with the actuarial assumptions can impose a risk to the benefit obligation. The movement

101,658

101,658

90,236
17,218

4,034
(9,831

Present value of defined benefit obligation 2213 120,966
Less: fair value of plan assets -
Defined benefit liability at the end of the year 120,966
22.1.3 Reconciliation of present value of defined benefit obligation

Present value at the beginning of the year 101,458
Charge for the year - Profit and loss account 22.1.4 27,730
Charge for the year - Other comprehensive income 22.1.5 (653)
Benefits paid during the year (7.749)
Present value at the end of the year 120,966

101,658

22.1.4 Amount chargeable to profit or loss for the year

11,032
6,186

Current service cost 15,508
Net interest cost 12,222
27,730

17,218

22.1.5 Remeasurement of net defined benefit liability
Actuarial (gains) / losses due to changes in financial assumption -

4,034

4,034

Actuarial (gains) / losses due to experience adjustments (653)
(653)
22.1.6 Charge for the year has been allocated as follows:
Cost of goods sold 31 19,009
Selling and distribution expenses 32 8,285
Administrative and general expenses 33 434

13,059
208
3,951

17,218

M 27,730
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{Rupees in thousand) Note 2020 2019

22.1.7 Sensitivity analysis
The calculation of defined benefit obligation is sensitive to assumptions set out above. The following table summarizes how the
impact on the defined benefit obligation at the end of the reporting period would have increased/(decreased) as a result of a
change in respective assumptions by one percent.

Effect of 1% Effect of 1%
{Rupees in thousand) increase decrease
Present value in case of discount rate 113,637 129,365
Present value in case of future salary growth 129,365 113,513

The above sensitivity analysis are based on the changes in assumptions while holding all other assumptions constant. In practice,
this is unlikely to occur, and changes in some of the assumptions may be correlated. When calculating the sensitivity of defined
benefit obligation to significant assumptions the same method {Projected Unit Credit Method) has been applied when
calculating the liability recognized within the statement of financial position.

22.1.8 Historical information

As at As at As at As at As at
30 June 30 June 30 June 30 June 30 June
2020 2019 2018 2017 2016
- Fair value of plant asset - - - - -
" Present value of defined T -
benefit obligation 120,966 101,658 9,236 81,392 70,521
"~ Expetience adjustments on ]
plan liabiiities (653) 4,034 - 108 -
- Experience odjuétments on ' a ‘ o o
plan liabilities as a percentage
of defined benefit obligation
1% 4% , 0% 0% %

222 Defined contribution plan - provident fund
The Company has contributory provident fund scheme for benefits of all its permanent employees under the fitle of "Rupdfil Limited -
Employees' Provident Fund Trust". The fund is maintained by the Trustees and all the decisions regarding investments and distribution of
income etc. are made by the Trustees independent of the Company.

22.2.1 The Trustees have infimated that the size of the Fund at the year end was Rs. 20.23 million (2019: Rs. 18.771 miliion).

2222 Asinftimated by the Trustees, the cost of investments made at the year end was Rs. 20.035 million {2019: Rs. 18.537 million), 99.03%
of the total fund size (2019: 98.75%). Since the aforementioned funds are invested in PLS accounts therefore, the fair value of the
investments equals its cost.

22.2.3 According to the Trustees, investments out of the provident fund have been made in accordance with the provisions of section
218 of the Companies Act 2017.

(Rupees in thousand) Note 2020 2019
23 Deferred taxation

Deferred tax liability 285,360 264,151
Deferred tax asset (241,107) {210,293)
44,253 53,858

23 Analysis of differed tax
Deferred tax liability on taxable temporary differences
- Accelerated tax depreciation allowance - Charged to statement of profit or loss 285,171 264,151

Deferred tax asset on deductible temporary differences
- Remeasurement loss on defined benefit obligation - credited to other comprehensive income

. 189 (1.170)
- Liability against assets subject to finance lease - credited to statement of profit or loss - (75)
- Unutilized tax losses - credited to statement of profit or loss 23.2 (241,107) {209,048)

RCp 44,253 53,858
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{Rupees in thousand}

Note 2020

2019

23.1 Deferred tax has been computed at a rate of 29%, which is enacted tax rate in accordance with Income Tax Ordinance, 2001 and

Finance Act, 2019.

23.2 The Company has assessed unutilized tax losses of Rs. 1,014.795 million to be off set against future taxable profits and deferred tax asset
arnising thereon amounts to Rs. 294.290 miilion. According to the forecast prepared by the management, deferred tax asset only to the
extent of anticibated future taxable orofits of Rs. 831.402 miillion has been recoanized.

24 Liabilities against assets subject to finance lease

Set out below are the canrying amounts of lease liabilities and the movements during the period:

(Rupees in thousand) Note 2020 2019
As at 1 July 257 795
Interest expense relating to lease liabilities 241 17 38
Payments including interest (274) (576)
As at 30 June - 257
Current - 257
Non - Current - -

- 257
24.1 The expense relating to lease liabilities has been recognized in statement of profit or loss within finance cost.

(Rupees in thousand) Note 2020 2019

25 Long term deposits
Security deposit 25.1 7.248 7.284
25.1 None of this amount reiates to any related party of the Company.

(Rupees in thousand) Note 2020 2019

26 Trade and other payables
Creditors 313,449 970,922
Due to related party 261 143,000 -
Accrued liabilities 173,439 70,744
Advances from customers 4,782 1,970
Retention money 5,822 10,769
‘Payable to provident fund 200 235
Income tax deducted at source 1,695 681
Workers' profit participation fund 26.2 5,305 7.686
Other payables 1,745 8,518

651,457 1,071,526

26.1 During the year. the Company signed a agreement with Spintex Limited, a related party, for purchase of raw material.As at reporting

date, an amount of Rs. 143 million is outstanding.

26.2 Workers'profit participation fund

Balance at the beginning of the year 7.686 6,427
Add: Allocation for the year - 5.846
Less: Amount paid to the trustees of the fund (2,381) (4,587}
Balance at the end of the year 5,305 7.686
(Rupees in thousand) Note 2020 2019
27 Short-term borrowings
From banking companies - secured
Running finances under mark-up arrangements from banks 27.1827.2 1,336,478 1,300,877
Deferred payments of running finances under markup arrangements from banks 27.3 330,598 -
From related party - unsecured
Interest free loan 274 234,000 129,000
1,901,076 1,429,877

a0
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(Rupees in thousandy) Note 2020 2019

27.1 The aggregate finance facilities available from various commercial banks amounted to Rs. 1,616 million {2019: Rs. 1,616 million). These
carry mark-up at the rates ranging from 8.54% o 15.42% (2019: 8.42% to 13.80%) p.a. and are secured against hypothecation charge on
current assets of Rs. 2,057.500 miillion (2019: Rs. 2,057.500 million) and promissory notes of Rs. 1,087.90 million {2019: Rs. 1,486.30 million)
respectively. Maximum amount utilized during the year ended 30 June 2020 amounted to Rs.1,562.224 million (2019: Rs. 1,715.260
million). Markup is payable on quarterly basis in arrears.

27.2 The facilities for opening letter of credit from various commercial banks as at 30 June 2020 aggregates to Rs. 2,100 million (2019 Rs.
2,100 million) of which the amount remained unutilized at the year-end was Rs. 1597.938 miillion (2019: Rs. 1037.857 million).

27.3 This represents deferred markup payments and deferred letter of credit payments outstanding towards various commercial banks and
transferred to short-term bomrowings. These are defered in pursuance to COVID - 19 pandemic and are payable within a span of 1 year
from reporting date. The terms and conditions in respect of markup and security are same as disclosed in note 24.1

27.4 The Company availed interest free and unsecured loan, to meet working capital requirements of the Company, from Alnu Trust holding
33.33% {2019: 33.33%) of the total share capital of the Company. During the year, Rs. 105 million (2019: nil }has been obtained from trust.
Maximum amount utilized during the year ended 30 June 2020 amounted to Rs. 248 million (2019: Rs. 179 miillion}. The loan is repayable

(Rupees in thousand) Note 2019 2018
28 Current portion of long term borrowings
Long term financing 21 - 164,350
Liabilities against assets subject to finance lease 24 - 257
- 164,607

29

Contingencies and commitments
29.1 Contingencies:
29.1.1 Guarantees issued to different organizations in the normal course of business amounted to Rs. 54.469 million (2019: Rs. 39.823
million).

29.1.2 No outstanding guarantees were given on behalf of related parties as at 30 June 2020 and 2019.

29.1.3 Company has received an order passed by Honorable Lahore High Court dated 12 June 2019. In this regard, the Company was
directed to take all employees as member of social security scheme under Punjab Employee Social Security Institution having
gross salary of Rs.18,000 but Company obtained stay order against said order passed by Honorable Lahore High Court and is
currently paying contribution for all employees having gross salary of Rs. 10,000. This Inter court appeal(lICA No. 42081/2019) is
pending before Honorable Lahore High Court.The legal advisor of the Company is of the opinion that case would be decided in
the favor of the Company.

29.1.4 Certain Ex-Employees have filed the cases against the Company under the wages Act, 1936 in Honorable Lahore High Court for
the recovery of collective amount of Rs. 1.1290 million being the short gratuity paid by the Company to employees. The
Honorable Lahore High Court has decided the order against Company and same order passed by Labor Court No. 3 and Labor
Appellate Tribunal. The Company has challenged the order of Tribunal before the Honorable Lahore High Court. Before filing of
appeal, Company has deposited the same amount to the Authority.

29.1.5 The Company has filed a case against its Ex-Employee in Civil Court Lahore amounting Rs. 2.016 million as reimbursement of
damages for not full filing the job contract by the employee. The legal advisor of the Company is of the opinion that the case
would be decided in the favor of the Company.

29.1.6 Company has filed a writ petition No. 76954/19 in Honorable Lahore High Court against the notice received from District Council
Sheikhupura on 4th December, 2019 for payment of license fee of Rs. 0.1 milion per annum from 1st July, 2003 to 30th June
2020, amounting to Rs. 1.775 miillion. As the Local Government Act, 2013 stand abolished on 5th November, 2019 hence the
District Council could not serve such notice for the payment of license fee under this Act. The legal advisor of the Company is of
the view that, it is most likely that the case will be decided in the favor of the Company.

29.1.7 During the year, Gas Infrastructure Development Cess (Amendment) Ordinance 2019 was promulgated, however, the same
was subsequently recalled by the government with request to the Supreme Court of Pakistan(SCP) for setiement of the matter
judicially. The decision to be made by the SCP would impact all pending appeals in various High Courts, therefore, it invited
intervener applications to join the proceedings. Subsequent to reporting date, the SCP has decided the case in favor of
govermnment on August 13, 2020. Accordingly, the Company has made provision of Rs: 109.809 miillion in these financial
statements. The Company has however filed a writ pefition no. 43919 of 2020 in the Lahore High Court against the levy of GIDC
and the Honorable Lahore High Court vide its order dated 21 September 2020 has issued stay order as the management is of
the view and under proviso to section 8(2) of the GIDC Act, 2015 it is not liable to pay the cess since it has not coliected nor
passed on the same to its customers.

Further, the Company is considering filing a review petition with the SCP in due course of time. The Company, based on the
legal advice of its legal counsel, is confident of a favorable outcome.

29.2 Commitments:
29.2.1 Contracts for capital expenditure commitments outstanding as at 30 June 2020 amounted to Rs. 1.441 miillion (2019: Rs. 4.7000
million).

29.2.2 Commitments against imevocable letters of credit as at 30 June 2026 amounted to Rs. 83.98 million (2019: Rs. 1,062.143 million).

o
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(Rupees in thousand) Note 2020 2019
30 Sales 4,361,294 6,307,245
Less:
- Trade discount (628,065) (45,480)
- Sales Tax (41,088) (723)
(669,153) (46,202)
3,692,141 6,261,042

30.1 Allthe sales of the Company are polyester related sales and are made to customers located with-in Pakistan.

31 Cost of goods sold

Raw and packing materials consumed 2,162,829 4,441,929
Stores and spares consumed 41,858 105,807
Salaries, wages and amenities 311 243,001 255,133
Fuel and power 31.2 538,758 834,670
Repair and maintenance 14,436 14,342
Running and maintenance of vehicles 15,561 15,232
Insurance 92,936 10,648
Depreciation of operating fixed assets 6.2 139,949 136,037
Printing and stationery 1,138 1.331
Rent, rates and taxes 632 193
Other expenses 743 645
Manufacturing cost 3,168,841 5,815,966
Add: Opening Work-in-Process 61,782 65,277
I_'ess: Closing Work-in-Process (26,361) (61,782)
Cost of goods manufactured 3,204,262 5,819,461
Add: Opening Finished Goods 335,274 503,720
Less: Closing Finished Goods (101,187) (335,274)
3,438,349 5,987,907

31.1 Salaries, wages and amenities include Rs. 19 million (2019: Rs. 13.059 million) in respect of staff retirement
benefits and Rs. 0.853 million {2019: Rs 0.736 million) in respect of provident fund contribution.

31.2 This includes provision of Rs: 109.808 million in respect of Gass Infrastructure Development Cess (GIDC]).

AL0
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(Rupees in thousand) Note 2020 2019
32 Selling and distribution expenses
Salaries, wages and amenities 321 4,100 3.368
Freight and forwarding 11,794 17,456
Rent, rates and taxes 10 13
Electricity, gas and water charges 1 1
Postage, telephone and fax 59 59
Printing and stationery 26 21
Books and subscription 22 44
Running and maintenance of vehicles 125 159
Repair and maintenance 27 7
Travelling expenses 185 212
Entertainment 2 3
Insurance 11 10
Depreciation on operating fixed assets 6.2 2464 229
Depreciation on right-of-use assets 7.2 11 15
Advertisement .Y 81
16,703 21,678

32.1 Salaries, wages and amenities include Rs. 0.436 million (2019: Rs. 0.208 miillion) in respect of staff
retirement benefits and Rs 0.0128 million {2019: Rs 0.016 million} in respect of provident fund contribution.

(Rupees in thousand) Note 2020 2019
33 Administrative and general expenses
Salaries, wages and amenities 331 77,896 64,000
Director's remuneration - -
Rent, rates and taxes 190 252
Electricity, gas and water charges 14 14
Postage, telephone and fax 1,114 1,114
Printing and stationery 494 391
Books and subscription 418 831
Running and maintenance of vehicles 2,374 3,027
Repair and maintenance 505 126
Legal and professional charges 422 1.060
Travelling expenses 3,514 4,036
Entertainment 44 51
Auditors' remuneration 33.2 150 150
Insurance 209 192
Depreciation on operating fixed assets 6.2 5,025 4,349
Depreciation on right-of-use assets 7.2 212 294
Bad debts 48 45
Miscellaneous expenses 97 263
92,728 80,196

33.1 Salaries, wages and amenities include Rs. 8.285 million (2019: Rs. 3.951 million) in respect of staff
mreﬁremenf benefits and Rs. 0.270 million (2019: Rs. 0.309 million) in respect of provident fund contribution.
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(Rupees in thousand) Note 2020 2019
33.2 Auditors' remuneration
Audit fee 150 150
150 150
34 Other Expenses
Charity and donation 34.1 2,077 48
WPPF - 3.282
2,077 3,330
34.1 The details of the donations along with name of donee are as
follows
Patient behbud society for Agha Khan University Hospital . 48
{AKUH)
Delivered food to needy persons affected by lockdown 34.3 2,077 -

2,077 48

34.2 None of the directors and their spouses had any interest in the parties to whom donation is given.

34.3 This pertains to food items distributed through director finance of the Company to needy persons, during
the pandemic period.

(Rupees in thousand) Note 2020 2019

35 Other income
Income from financial assets
Mark-up / Interest income 35.1 5,728 1,602

Income from non-financial assets

Scrap, waste and other sales - net 35.2 35,422 39,706
Exchange gain - 4
Remission of liabilities 674 1
Gain on disposal of operating fixed assets 6.3 9.721 1.587
45,817 41,297
51,545 42,900
35.1 Mark-up / Interest income
Interest income from banks 5,380 1,301
Mark-up income on staff loans 348 301
5,728 1,602
35.2 Scrap, waste and other sales - net
Gross sales 41,806 44,124
Less: Sales tax (6,384) (4,418)
35,422 39,706
36 Finance cost
Mark-up on long-term and short-term borrowings 201,212 148,095
Mark-up on lease liabilities 17 38
Bank commission and other charges ’ 222 362

NCO 201,451 148,494
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{Rupees in thousand) Note 2020 2019
37 Provision for / (Reversal of) taxation
Current
- for the year 371 55,382 75,509
- prior years (84,958) 705
(29,574) 76,214
Deferred
Origination and reversal of temporary differences (9.794) (75.176)
Impact of change in tax rate 37.3 - -
(9.794) (75.176)
(39.348) 1,038
37.1 This represents minimum tax at the rate of 1.50% of the tumover in accordance with section 113 of the

37.2

37.3

37.4

37.5

Income Tax Ordinance, 2001 ({“the Ordinance”).

Tax charge for the year ended 30 June 2020 and 30 June 2019 represent minimum tax payable under
the Ordinance, and for this reason, relationship between tax expense and accounting profit has not
been presented.

Applicable income tax rate is 29% for the financial year 2020 in accordance with Income Tax
Ordinance, 2001.

The income tax assessments of the Company have been findlized up to and including tax year 2019. Tax
returns of subsequent tax years are deemed to be assessed under provisions of the Income Tax
Ordinance, 2001 (the "Ordinance”) unless selected for an audit by the taxation authorities. The
Commissioner Inland Revenue may at any time during a period of five years from the end of Financial
year in which the officer issued or freated as issued the original assessment order.

According to the management's assessment, sufficient tax provision has been made in the Company's
financial statements. The comparison of tax provision according to the financial statements viz-a-viz tax
assessment for last three years is as follows:

Provision
accordingto 14y gssessment
financial
(Rupees in thousand) statements
2019 75,509 31,915
2018 - -
2017 28,159 15,024
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(Rupees in thousand)

Note

2020

2019

38

Earning per share
38.1 Earning per share - basic

Profit for the year after taxation attributable to ordinary

shareholders (Rupees in thousand)

Weighted average ordinary shares in issue during the year

(No. of shares)

Basic Earnings per share (Rupees)

38.2 Earnings per share - diluted

17

31,746

61,300

107,002,804

107,002,804

0.30

0.57

A diluted earnings per share has not been presented as the Company does not have any convertible
instfruments in issue as at 30 June 2020 and 2019 which would have any effect on the earnings per share

if the option to convert is exercised.

—  [Rupees in thousand)

39

Exchange loss

Finance cost

Stock-in-trade
Trade debts

Note 2020 2019
Cash generated from operations
(Loss)/Profit before taxation (7.822) 62,337
Adjustments for non-cash and other items
Depreciation on operating fixed assets 6.2 145,238 140,615
Depreciation on right-of-use assets 7.2 223 309
Gain on disposal of property, plant and equipment 6.3 (9.721) (1.587)
Provision for staff retirement benefits 221 27,730 17,218
35 - 4
Remission of liabilities 35 (674) -
Mark-up / Interest income 35 (5.728) (1,602)
36 201,451 148,494
358,519 303,451
350,897 365,789
Effect on cash flow due to working capital changes
Decrease in current assets
Stores, spares and loose tools 12,938 204,178
(222,996) 162,035
8 13,241
Loans and advances (5.114) 29,648
Trade deposits and short term prepayments 1,211 (1.593)
Other receivables 421,828 (108,258)
207,873 299.251
(Decrease)/ Increase in current liabilities
Trade and other payables (417,013) 80,813
141,756 745,852

Cash generated from operations

Kco
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40 Financial risk management and change in liabilities arising from financing activities

Disclosure relevant to Financial statements note reference
i) Financial risk management 40.1 to 40.5
i) Changes in liabilities arising from financing activities 40.5

40.1 Financial risk factors
The Company's activities exposes it to a variety of financial risks: market risk (including currency risk, other price risk and interest rate risk), credit
risk and liquidity risk. The Company's overall risk management program focuses on the unpredictability of financial markets and seeks to minimize
potential adverse effects on the financial performance. The overall risk management of the Company is carried out under policies approved by
the Board of Directors. Such policies entail identifying, evaluating and addressing financial risks of the Company.

Risk management is carried out by the Board of Directors (the Board). The Board provides principles for overall risk management, as well as
policies covering specific areas such as foreign exchange risk, interest rate risk, credit risk and investment of excess liquidity. All treasury related
fransactions are carried out within the parameters of these policies.

(a) Marketrisk
(i) Foreign currency risk
Currency risk is the risk that the fair value or 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.

5% strengthening of Pak rupee against the foreign currencies at 30 June 2020 would have increased the equity and profit or loss by
an amount of Rs: million, mainly because of Import of methy! ethyl giycol. The analysis assumes that ali other variables, in
particular interest rates, remain constant,

5 % weakening of Pak rupee against the above currencies at reporting date would have had the equal but opposite effect on the
above currencies to the amounts shown above on the basis that ail other variables remain constant.

(i) Interest rate risk
Interest rate risk 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 interest-bearing assets, other than loans to staff. However, the Company's interest rate risk arises
from long term and short-term borrowings from commercial banks, including lease liabilities.

' At the reporting date, the interest rate profile of the Company's interest bearing financial instruments was:

(Rupees in thousand) Note 2020 2019

Fixed rate instruments

Financial assets
Loan against installments 12 871 1,966

Financial liablilities

- Net exposure 871 1.966
(Rupees in thousand) 020 iy

Floating rate instruments
Financial assets
Bank balances - savings accounts 16 44,457 13,356
Financial liabilities
Long term financing N (328.694) (493,044}
Lease liabilities 24 - (257)
Short-term borrowings 27 (1.667,078) (1.300.877)
Net exposure (1,951,313) {1,780.,822)

LY,
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Cash flow sensitivity analysis for variable rate instruments

If interest rates on variable rate financial instruments fluctuates by 100 basis points higher / lower, with all other variables held
constant, post tax profit for the year would have been Rs. 11.507 million (2019: Rs. 12.642 million) higher / lower, mainly as a result of
higher / lower interest expense on floating rate instruments.

(iii) 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 market 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 instruments fraded in the market. The
Company is not exposed to equity price risk since there are no investments in equity instruments fraded in the market at the
reporting date. The Company is also not exposed to commodity price risk since it does not hold any financial instrument based on
commodity prices.

(b) Creditrisk
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. Credit risk arises from deposits with banks, frade and other receivables.

(i) Exposure to credit risk

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to credit risk at the
reporting date was as follows:

(Rupees in thousand) 2020 2019
Long term security deposits 4,251 4,171
Trade debts 297 305
Loans and advances 871 1,966
Bank balances 44,761 39.278
Other receivables 13,920 -
64,100 45,720

An impairment analysis is performed at each reporting date using a provision matrix to measure expected credit losses. The
provision rates are based on days past due for groupings of various customer segments with similar loss patterns (i.e.. by
geographical region, product type, customer type and rating, and coverage, if any). The calculation reflects the probability-
weighted outcome, the time value of money and reasonable and supportable information that is available at the reporting date
about past events, current conditions and forecasts of future economic conditions. Generally, frade receivables are written-off if
past due for more than one year and are not subject to enforcement activity.

(ii) Credit quality of major financial assets

The credit quality of major financial assets that are neither past due nor impaired can be assessed by reference to external credit
ratings {if available) or to historical information about counterparty default rate:

{Rupees in thousand)

I Rating | Rating
Short term Long term Agency 2020 2019

Efu General Life Insurance Limited - AA+ PACRA 212 587
Habib Bank Limited Al+ AAA JCR-VIS 130 214
National Bank of Pakistan Al+ AAA PACRA 68 5
Bank Al-Habib Limited Al+ AA+ PACRA 100 100
Soneri Bank Limited Al+ AA- PACRA 44,458 2,247

44,968 3,153

&)
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(©)

Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with financial liabilities.

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of funding through an
adequate amount of committed credit facilities. Due to the dynamic nature of the Company's business, the Board maintains flexibility in
funding by maintaining availability under committed credit lines.

Management monitors the forecasts of the Company's cash and cash equivalents on the basis of expected cash flow. This is generally
carried out in accordance with practice and limits set by the Company. The Company's liquidity management policy involves projecting
cash flows and considering the level of liquid assets necessary to meet its liabilities, monitoring balance sheet liquidity ratios against
internal and external regulatory requirements, and maintaining debt financing plans.

The table below analyses the Company's financial liabilities into relevant maturity groupings based on the remaining period at the
reporting date to the contractual maturity date. The amounts disclosed in the table are the confractual undiscounted cash flows as the
impact of discounting is not significant.

(Rupees in thousand)

40.2

At 30 June 2020 Carrying || Maturity less bem:.',"zfo bew"f:eh,’,"fym 2 || Maturity affer 2
amount than 6 months 12 months years years
Long-term financing 328,694 - - 328,694 -
Short-term borrowings 1,901,076 1,901,076 1,901,076 - -
Trade and other payables 651,457 651,457 651,457 - -
Accrued markup 23,389 23,389 - - -
Staff retirement benefit 120,946 - - - 120,966
Lease liabilities - . . . .
3,025,582 2,575,922 2,552,533 328,694 120,964
Af 30 June 2019 Carrying Maturity less bet'\\:\‘/?eu:tz to betv'\vA:;n: yto 9 Maturity after 2
amount than é months years
12 months years
Long-term financing 493,044 82,175 82,175 328,694 -
Short-term borrowings 1,429,877 1,429,877 - - -
Trade and other payabiles 1,071,526 1,071,526 - - -
Accrued markup 56,273 56,273 - - -
Staff retirement benefit 101,658 - - - 101,658
Lease liabilities 257 257
3,152,634 2,640,108 82,175 328,694 101,658

Fair value estimation
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction in the principal {or most
advantageous) market at the measurement date under current market conditions (i.e. an exit price) regardiess of whether that price is directly
observable or estimated using another valuation technique.

The Company classifies fair value measurements using a fair value hierarchy that reflects the significance of the inputs used in making the
measurements. The fair value hierarchy has the following levels:

a)
b)

c)

Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1).
inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly {that is, as prices) or
indirectly (that is, derived from prices) (level 2).

Inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs) (level 3).
N
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30" JUNE 2020

CARRYING AMOUNT

FAIR VALUE

Fair Value Other
Through Profit Amortized Cost Financial
Or Loss Liabilities

Total level 1

Level 3

Total

On-Balance Sheet

financial Instrument

Financial assets
measured at fair
value

Financial assets
not measured at
fair value

Long term security
deposits

Trade debts

Loans and
advances

Other receivables
Bank balances

(Rupees '000)

4,251 -

297 -
8n -

13,920 -
44,761 -

4,251 - -

297 - -
871 - -

13,920 - -
44,761 - -

- 64,100 -

64,100

Financial liabilities
not measured at
fair value

Long-term - - 328,694
financing

Trade and other - - 651,457
payable

Short-term - - 1,901,076
borrowings

Accrued mark-up - - 23,389
Lease liabilities - - -

Staff retirement - - 120,966
benefits

328,694
651,457
1,901,076
23,389

120,966

- - 3,025,582

3,025,582

30" JUNE 2019

CARRYING AMOUNT FAIR VALUE
Fair Value Other
Through Profit  Amortized Cost Financial Total Level 1 Level 3 Total
Or Loss Liabilities
{Rupees '000}

On-Balance Sheet
financial Instrument

Financial assets - - -

e
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Financial assets
not measured at

fair value
Long term security - 4171 - 4,171 - -
deposits
Trade debts - 305 - 305 - -
Loans and - 11,483 - 11,483 - -
advances
Other receivables - 610,354 - 610,354 - -
Bank balances - 40,252 - 40,252 - -
- 666,565 - 666,565
Financial liabilities not
measured at fair value

Long-term - - 328,694 328,694 - -
financing
Subordinate Loan- - - 464,000 464,000
Alnu Trust
Trade and other - - 651457 .41 651,457 -
payable
Short-term - - 1,901,076 1,901,076 - -
borrowings
Accrued mark-up - - 23,389 23,389 - -
Lease liabilities - - 257 257 - -
Staff retirement - - 101,658 101,658 - -
benefits

- - 3,470,531 3,470,531 - -
40.3 Fair values of financial assets and liabilities

404

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

Capital risk management
The Company's objectives when managing capital are to safeguard the Company's ability to continue as a going concern in order to provide
returns for shareholders and benefits for other stakeholders and to maintain an optimal capital structure to reduce the cost of capital.

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

Consistent with others in the industry, the Company manages its capital risk by monitoring its debt levels and liquid assets and keeping in view
future investments requirements and expectation of the shareholders.

The Company manages capital by maintaining gearing ratio at certain levels. This ratio is calculated as net debt divided by total capital. Net
debt is calculated as total borrowings (including curent and non cuirent) less cash and cash equivalents. Total capital is calculated as equity

as shown in the statement of financial position plus net debt.

(Rupees in thousand) 2020 2019
Borrowings 2,229,770 1,758,571
Cash and bank balances (45,746) (40,252)
Net debt 2,184,024 1,718,319
Total equity 1,444,370 948,161
Total capitai 3,628,394 2,666,479
Gearing ratio 0.0 0.64
Gearing ratio as percentage % 60.19% 64.44%

Lo
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40.5 Change in liabilities arising from financing activities

Foreign

Changes in Transfer to non-
01 July 2019 Cash flows exchange fair value New leases current 30 June 2020
movement
Current loans and borrowings 1,429,877 471,199 - - - - 1,901,076
excluding current lease liabilities
Current lease liabilities 257 (257) - - - - -
Non current loans and 493,044 (164,350) - - - - 328,694
borrowings excluding non current
lease liabilities
Subordinate loan-Alnu trust 593,000 105,000 - - - (234,000) 464,000
Total liabilities from financing 2,516,177 411,593 - - - (234,000) 2,693,770

activities

pLO
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41 Remuneration of directors and executives

The aggregate amount charged in the financial statements for remuneration including all benefits fo the Chief Executive,
Directors and the Executives of the Company are as follows:

(Rupees in thousand)

Chief Executive | I Directors l [ Executives l
2020 2019 2020 2019 2020 2019
Managerial remuneration - - - - 13,298 17,333
House rent . - - - 3,989 5,200
Utilities - - - - 1,330 1,733
Medical expenses - - - - 1,330 1,733
Others - - - - 109 144
- - - - 20,056 26,143

Relative number of person(s)
whose remuneration charged - - - - ? 13
in these financial statements

aa The Company has one Chief Executive and five Directors as at 30 June 2020. However, during the year, no
remuneration expense has been charged in these financial statements in relation to the remuneration of Chief
Executive and the Directors. The Chief Executive Officer of the Company is provided with Company maintained car
for business and personal use.

41.2 No remuneration has been paid to executive and non-executive directors for attending company meetings during
the year ended 30 June 2020 and 2019.

42 Transactions with related parlies

The related parties comprises Associated Companies, Directors of the Company, Key Management Personnel and Defined
Contribution Plan (Provident Fund). The Company in the normal course of business carries out fransactions with various related
parties. Amounts due from and to the related parties are shown under receivables and payables, amounts due from key
management personnel are shown under receivables and remuneration of directors and key management personnel is
disclosed in (note 41). Other significant transactions with the related parties are as follows:

(Rupees in thousand) 2020 2019
42.1 Details of transaction with related parties
Name Nature of Relationship Nature of Transactions
Rupali Polyester Associated Company - Sales of goods 1,106,663 479,792
Limited
- Purchase of goods 207,195 1,397.148
Rupali Nylon (Pvt.) Associated Company - Purchase of services 799 2,448
Limited
Soneri Bank Limited Associated Company - Profit on Bank Deposits 5,380 1,301
Spintex Limited Related party - Sales of goods - -
- Purchase of goods 1,272 1,839
- Raw material purchased 180,000 352,000
-Payments against raw 37,000 352,000
material purchased
Provident Fund Trust  Defined contribution plan - Contribution to provident 3,033 2,947
fund
-Loan
t
Alnu Trus Related party obtained 105,000 57,000

&CO -Loan repaid - 50,000
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42.2 Particulars of transactions with worker's profit paricipation fund and stoff retirement benefit plans are disclosed in
note 26.1 and note 22.2 respectively to these financial statements.

{Rupees in thousand)

2020

2019

423 Amount outstanding 1o related parties

Amounts due from related parties and associated companies have been adequately disciosed in note 11.1.
However, amounts outstanding to related parties as at reporting date are as follow:

Alnu Trust
- Interest free ioan 234,000 129,000
Provident fund trust
Contribution payable 200 235
424 Following are the related parties with whom the Company had entered into fransactions or have arangements /
agreements in place
Aggregate 7%
of shareholding
S. No. Company Name Basis of relationship in Company
Q. Rupali Polyester Limited Common Directorship N/A
b. Rupali Nylon (Pvt.) Limited Common Directorship N/A
C. Spintex Limited Close Relationship between directors N/A
d. Rupafil PowerGen (Pvt.) Limited Common Directorship N/A
e. Soneri Bank Limited Common Directorship N/A
f. Alnu Trust Common Ownership 33.33%
{Metric tons) 2020 2019
43 Plant capacity and actual production
Annual capacity (in three shifts)
-Yamn 16,040 16,060
- Chips 35,000 35.000
Actual production
-Yarn 13,591 18,072
- Chips 11,877 24,328
43.1 The annuai copacity disclosed above is name plate capacity. It is a standardized nomenciature over the world that
manufacturing plants have a certain nameplate capacity. However, actual producing capacity of a plant is always in excess
of the nameplate capacity. Also with better maintenance and overhauling and BMR repairs, the plant performance increases.
The Company has, over the years, invested in plant maintenance and has enhanced the producing capacities. Such
enhancement do not change the nameplate capacity.
432 The reason for shorifall in actual production compared with annual capacity lies with actual demand according to market
' conditions and shutdown of production plant during the year.
(In numbers) 2020 2019
44 Number of employees
Total number of employees as at 30 June 1,097 1227
Average number of employees for the year ended 30 June 1,154 1261
Number of factory employees as at 30 June 1,033 1160
Average number of factory employees for the year ended 30 June 1,087 1183
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45

46

47

Additional disclosure
The World Health Organization has declared COVID-19 (the virus) a global pandemic. With the growing number of cases in
Pakistan, the Government of Pakistan has provided directions to take measures to respond to the virus.

While the virus has impacted the global economy, its impact on Company is disclosed below;
i} The production during the year, as compared to coresponding financial year, has declined because the
manufacturing plant was non-operational during the pandemic period.

i) The major customers of the Company are manufacturers, dealers, distributors and wholesales. Therefore, the revenue
declined, during the year, due to non availability of active buyers, during pandemic period.

i) The Company has obtained long term finance facility from MCB Bank Limited, as disclosed in note 20.1 of these
financial statements. Two equal installments amounting to Rs: 82.175 milion each were due in the current financial
year, The Company has, however, discharged liability to the extent of two installment amounting to Rs: 164.350 million
and remaining instaliments have been deferred till August, 2021, with mutual consent of bank and the Company.

iv) The Company has obtained running finance and letter of credit facilities from various commercial banks. These banks
have deferred the markup payments and letter of credit payments that were due in the pandemic period. This has
resulted in increased short-term borrowings.

Representation and reclassification

For the purpose of consistency, certain prior year figures have been represented or re-classified to reflect a more appropriate
presentation of events and transactions.

Date of authorization for issue

These financial statements were authorized for issue on 03-O¢t-2020 by the Board of Directors of the Company.

General
Figures have been rounded off to the nearest thousand rupees unless otherwise stated.

RLO

Nooruddin Feerasta Joh{?-oﬂada
D

Managing Director. . rector




