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Vision

Elahi Cotton Mills Limited's vision is to run on purely professional grounds and to accomplish, build
up and sustain a good reputation within textile industry by marketing premium quality yarn by means
of honesty, integrity and commitment.

Mission Statement

It is the mission of the Company:

To transform the Company into @ modern and
dynamic yarn manufacturer and to provide premium quality products to customers.

To foster a culture of trust in order to make professional life at the Elahi Cotton Mills Limited a
stimulating and challenging experience for all our people.

To build the Company on sound financial footings, increase earning distribution of adequate
return to shareholders, employees and to contribute towards the government revenues.

To expand sales of the Company through good Governance and faster a sound and dynamic
team so as to achieve optimum profitably for the Company for sustaining and equitable growth
and prosperity of the Company.

To make comprehensive arrangements for the training of our workers technicians.

To strive for the continuous development of Pakistan while adding value to the textile sector.

To continue to earn the respect, confidence and goodwill of our customers and suppliers.

To eamn and sustain the trust of our stakeholders through efficient resource management.



ELAHI COTTON MILLS LIMITED

NOTICE OF 47™
ANNUAL GENERAL MEETING

Notice is hereby given that 47" Annual General Meeting of the Shareholders of the Company will be
held at the Registered Office of the Company at 270-Sector 1/9, Industrial Area, Islamabad on Tuesday
October 24, 2017 at 10.30 a.m. to transact the following business:-

|

2

To Confirm the minutes of the last Annual General Meeting.

To consider, approve and adopt the Audited Accounts of the Company for the year ended June
30, 2017 together with Auditors® and Directors’ Reports thereon.

To appoint Auditors of the Company for the next financial year and to fix their remuneration,
To transact any other ordinary business of the Company with the prior permission of the

Chairman.

BY ORDER OF THE BOARD

Islamabad,
September 26, 2017. %&\l :
(MAHFOOZ ELAHI)

Chief Executive

NOTES:

1

Share transfer Books of the Company shall remain closed from October 18, 2017 to October
24, 2017 (both days inclusive)

A member entitled to attend and vote in the meeting is authorized to appoint any other person a
proxy to attend, speak and vote for him or her.

Any individual Beneficial Owner of CDC, entitled to vote at this meeting must bring his/her
original NIC with him/her to prove his/her identity, and in case of proxy, a copy of sharcholders
attested NIC must be attached with the proxy form and shall authenticate his/her identity by
showing his/her original National Identity Card (NIC) or passport at the time of attending the
meeting. Representatives of corporate members should bring the usual documents required for

such purposc.

In order to valid, an instrument of proxy and the power of Attorney or other authority (if any)
under which it is signed, or a notarially certified copy of such power or Authority, must be
reached at the Registered Office of the Company not less than 48 hours before the time of the

Meeting.

Shareholders are requested to notify immediately their NIC No. and any change in their
registered address.

SECP has directed vide SRO No. 779(1)/2011 dated August 18, 2011 to issue dividend warrant
only crossed as “A/c Payee only” and should bear the Computerized National Identity Card
(CNIC) of the registered members. Members who have not yet submitted photocopy of their
valid CNIC are requested to send the same to the Company’s Registrar M/S. Corplink (Pvt)
Limited, Wings Arcade, 1-K Commercial, Model Town, Lahore.



y 5

In accordance with the provision of Section 242 of the Companies Act, 2017, dividend payable
in cash shall only be paid through electronic mode directly into the bank account designated by
the entitled shareholders. SECP vide Circular No. 18 of 2017 dated August 01, 2017, has
presently waived this condition till October 31, 2017, Any dividend payable after this due date
shall be paid in the manner as prescribed.

All shareholders are requested to provide the details of their mandate specifying (i) Title of
Account,(ii)Account Number,(iii) IBAN Number, (iv) Bank Name and (v) Branch Name, Code
and Address to the Company’s Share Registrar M/S. Corplink (Pvt) Limited, Wings Arcade, 1-
K, Commercial, Model Town, Lahore.

Consent for Video Conference Facility

Pursuant to SECP Circular No. 10 of 2014 dated May 21, 2014, if Company receives consent
Form from at least five members or any member holding aggregate 10% or more shareholding
residing at geographical location to participate in the meeting through video conference at least
10 days prior to the date of meeting, the Company will arrange video conference facility in that
city subject to availability of such facility in that city. To avail this facility please provide
following information and submit to registered office of the Company:

I/'We of being a member of Elahi Cotton Mills
Limited, holding ordinary shares as per Register Folio/CDC Account No.
hereby opt for video conference facility at . Signature of Member(s)

The Company will intimate members regarding venue of conference facility at least 5 days
before the date of general meeting along with complete information necessary to enable them to
access such facility.



ELAHI COTTON MILLS LIMITED

Dl . O THE M RS

The Directors of the Company are pleased to present the 47" Annual Report and the Audited financial statements
of the Company for the year ended June 30, 2017 together with the auditors’ report thereon,

FINANCIAL RESULTS

During the year under review, the Company registered a tumover of Rs. 320.825 million as compared to Rs,
283.618 million in the preceding year showing increase of Rs. 37.207 million (13.12 %) whereas the cost of sales
increased from Rs. 279.077 million to Rs. 318.490 million showing increase of Rs. 39.41 million (14.12%). The
Company earned gross profit of Rs. 2.334 million as compared to gross profit of 4.542 million. The increase in
turnover is due to increase in production. The financial results of the Company for the year under review are as
under:

RUPEES IN
MILLION
Sales 320.825
Cost of Sales 318.490
Gross Profit 2.335
Administrative expenses 5.215
Other operating expenses 0.375
Other income 1.274
Financial Charges 006
Loss before taxation 1.988
Provision for taxation 2.352
Loss afier taxation 4.339
Loss per share (Rs.) 334

The Company suffered loss before taxation of Rs. 1.988 million as compared to loss of Rs. 2.212 million in the
last year and loss after taxation of Rs. 4.339 million as compared to loss of Rs. 4.027 million. The net loss
incurred by the Company is due to increase in Prime costs especially in the prices of raw material. Another factor
that is hurting the profitability of the Company is electric shut down due to which the Company has closed one
shift throughout the year and hence not utilized 100% capacity.

»
During the year the Company couldn’t make payment of current portion of loan from Directors and Associate
Undertaking of Rs. 77.509 million due to financial constraints.

DIVIDEND:

The Directors of the company do not recommend any dividend/ bonus shares to the shareholders as the Company
has incurred net loss and also has accumulated loss and no amount is available in the reserves.

AUDITORS:

The present Auditors M/S. BDO Ebrahim & Company, Chartered Accountants have retired and being eligible,
offered themselves for re-appointment. The Board of Directors, on recommendations of the Audit Committee has
proposed appointment of M/S. BDO Ebrahim & Company, Chartered Accountants as auditors of the Company
for the year ending June 30, 2018.



SHAREHOLDING:

A statement showing the pattern of share holding by the sharcholders of the Company as on June 30, 2017 is
annexed herewith,

FUTURE PROSPECTS AND OUT LOOK:

The management expects the coming year to be a favourable for the textile spinning industry in Pakistan as the
prices of finished goods presently seems to be better. However, it depends upon uninterrupted power supply. The
Company intends to make investments in Drawing, Simplex and doubling sections in coming years. With the
insertion of these machines, the quality of the products will improve and production of the Company will be
increased that eventually increase the profitability of the Company.

The auditors have drawn attention to Note 1.2 in the financizl statements that the Company incurred a net loss of
Rs. 4.339 million and the Company's current liabilities exceeded its current assets by Rs. 66.982 million. The
Company has accumulated loss of Rs. 76.678 million that exceeds the issued, subscribed and paid up capital by
Rs. 63.678 million. These conditions indicate the existence of a material uncertainty that cast doubt about the
Company’s ability to continue as a going concern,

Despite the above factors, the Company generated cash from its operating activities after meeting its cash
outflows over the year. The management is making every effort to minimize the impact through improve
efficiency and better marketing. The Sponsor Directors are continuously supporting in the form of funds as and
when required by the Company. The management has neither intention nor the necessity of liquidation or ceasing
manufacturing operation in foreseeable future. So, with the successful efforts of the management, the Company
will continue as a going concern.

CORPORATE GOVERNANCE

The Directors are pleased to report that:

a) The Financial Statements prepared by the Management present its state of affairs fairly, the
results of its operations, cash flows and changes in equity.

b) Proper Books of Accounts have been maintained,

c) Appropriate Accounting Policies have been consistently applied in preparation of financial
statements and accounting estimates are based on reasonable and prudent judgment.

d) International Financial Reporting Standards as applicable in Pakistan have been followed in
i preparation of Financial Statements,

¢) The system of Internal Control is sound in design and has been effectively implemented and
monitored.

f) The management has devised a plan to enable the Company to continue as a going concern.

g) There has been no material departure from the best practices of Corporate Governance as
detailed in the listing regulations.

h) Significant deviation from last year in operating results of the Company and
reasons thereof has been explained.

i) The key operating and financial data for the last six years is annexed.

b)) There are no outstanding statutory payments on account of taxes, duties, levies and charges
except as shown in notes to the accounts.



k) The Company is operating as un-funded Gratuity scheme which was not invested and was
retained for business of the Company.

1) Thirteen meetings of the Board of Directors, six meetings of the Audit Committee and three
meetings of the Human Resource & Remuneration Committee were held during the year. The
attendance of each Director at the meetings is as under: -

Name of Director Board Audit HR&R
Committee Committee
Mr. Mahboob Elahi 12 4 N/A
Mr. Mahfooz Elahi 11 N/A N/A
Mr. Mahmood Elahi 13 N/A 3
Mr. Naveed Akhter 11 6 3
Mr. Farrukh Ahmed 11 6 N/A
Syed Muhammad Raunaq ud din 10 N/A 3
Mr. Murtaza Wahab 0 0 N/A
Mrs. Samina Begum 01 N/A N/A
Mr. Ahmed Shaffi 04 0 N/A
m) Five Directors of the Company are exempt from Director training programme due to their

qualification and relevant experience. One Board member has attended orientation course and
got certification from the University of Lahore.

n) The pattern of shareholding as required by the code along-with trading of shares by Directors,
executives and their spouses has been included in this annual report.

ACKNOWLEDGEMENT:
The Board of Directors is pleased to record word of thanks to its members. The Staff — management remained

pleasantly co-operative. I together with fellow Directors, wish to acknowledge our gratitude to the staff members
for performing their duties.

ON BEHALF OF THE BOARD

[slamabad, &L{
September 26, 2017 \W\% <
(MAHFOOZELAHI)

Chief Executive
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ELAHI COTTON MILLS LIMITED
STATAMENT OF COMPLIANCE WITH THE CODE OF
CORPORATE GOVERNANCE
FOR THE YEAR ENDED JUNE 30, 2017

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

corporate governdnce.

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

10

The company encourages representation of independent non-executive Directors and Directors
representing minority interests on its Board of Directors, At present the Board includes:

 Category Names IS
Independent Director Ahmed ShafTi
Executive Directors Mahfooz Elahi, Mahmood Elahi
Non-Executive Directors Mahboob Elahi, Naveed Akhtar, Farrukh Ahmad, S.M.
Raunag-ud-Din

The Independent Director meets the criteria of independence under clause 5.19.1(b) of CCG.

The Directors have confirmed that none of them is serving as a Director of more than seven listed
companies, including this company.

All the resident Directors of the company are registered as taxpayers and none of them has defaulted in
payment of any loan to a banking company, a DFI or an NBF] or, being a member of a stock exchange,
has been declared as a defaulter by that stock exchange.

A causal vacancy occurring on the Board on 24.02.2017 was filled up by the Directors within ninety
days.,

The company has prepared a "Code of Conduct” and has ensured that appropriate steps have been taken
to disseminate it throughout the company along with its supporting policies and procedures.

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

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

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

Five Dircctors of the Company are exempt from Directors Training Program due to their qualification
and relevant experience. One Board member has atlained certification of Directors Training Program
from the University of Lahore,

There was no new appointment of CFO, Company Secretary and Head of Internal Audit. The Head on
Internal Audit is also working in a sister concern. The Company is making arrangement to appoint a full
time head of Internal Audit.
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The Directors' report for this year has been prepared in compliance with the requirements of the CCG
and fully describes the salient matters required to be disclosed.

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

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

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

The Board has formed an Audit Committee of four members including one independent which
comprises of non-exccutive Dircctors.

The meetings of the audit committee were held at least once every quarter prior 1o approval of interim
and final results of the company and as required by the CCG. The terms of reference of the committee
have been formed and advised to the committee for compliance.

The Board has formed an HR and Remuneration Committee of three members which comprises of one
executive and two non-executive Directors and the chairman of the committee is an Executive Director.

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

The statutory auditors of the company have confirmed that they have been given a satisfactory rating
under the quality control review program of the ICAP, that they or any of the partners of the firm, their
spouses and minor children do not hold shares of the company and that the firm and all its partners are in
compliance with International Federation of Accountants (IFAC) guidelines on code of ethics as adopted
by the ICAP.

The statutory auditors or the persons associated with them have not been appointed to provide other
services except in accordance with the listing regulations and the auditors have confirmed that they have
observed IFAC guidelines in this regard.

The ‘closed period’, prior 1o the announcement of interim/final results, and business decisions, which
may materially affect the market price of company's securities, was determined and intimated to
Directors, employees and stock exchanga(s).

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

The company has complicd with the requirements relating to maintenance of register of persons having
access 1o inside information by designated senior management officer in a timely manner and maintained
proper record including basis for inclusion or exclusion of names of persons from the said list.

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

W‘ ’.r):._l
(MAHFOOZ/ ELAHI)

CHIEF EXECUTIVE

Islamabad,
Scp!cmber 26, 2017



ELAHI COTTON MILLS LIMITED

LAST SIX YEARS AT A GLANCE

| PARTICULARS | 2015-16 2014-15 | 2013-14 | 2012-13 | 2011-12 _ 2010-2011 _
Paid up capital 13,000,000 13,000,000 13,000,000 13,000,000 13,000,000 13,000,000
Reserve - -~ - - - -
Fixed asset
(at cost less depreciation) 94,371,045 97,401,104 100,281,359 57,022,331 58,724,606 59,662,031
Accumulated depreciation 81,231,098 77,246,989 72,951,834 69,994,946 66,826,571 64,079,276
Long term investment - -~ - - - -
Current assets 25,171,495 22,016,109 17,887,760 13,181,133 12,157,853 10,225,467
Current Liabilities 92,618,996 88,812.079 10,974,549 10,178.415 8,133,406 9,220,007
Income
Sales 283,618,449 | 288805082 | 301,384,062 | 255845239 | 211,215,463 | 206,403,850
Other Income 87,637 312,314 119,287 3,158,786 562,890 635,210
Gross profit / (loss) 4,541,755 6,517,203 9,975,947 3,800,913 5,185,429 2,472,197
Pre tax profit / (loss) (2,212,191) 1,411,310 5,133,726 3,319,282 2,554,627 485375
Taxation (prior year) (135.400) (242,038) - - -~ --
Taxation (current year) 1,949,945 1,779,382 2,442 638 (505,109) (1,522,706) (2.317.311)
Profit/(loss) after taxation (4,026,736) (126,034) 2,691,088 2,814,173 1,021,921 (1,831,936
Un-appropriated profit/(loss) | (73,963,389) | (71,943.701) | (73,671,288) | (77,512,626) | (81,468.926) (83,756,584)




) Tel: +92 51 260 4461-5 3rd Floor
Fax: +97 51 260 4468 Saeed Plaza,
22-East Blue Area,

o TE——————— viww,bdo.com. pk
tslamabad-44000,
Pakistan,

REVIEW REPORT TO THE MEMBERS ON THE STATEMENT OF COMPLIANCE WITH THE CODE OF
CORPORATE GOVERNANCE

We have reviewed the enclosed Statement of Compliance with the best practices contained in the
Code of Corporate Governance (the Code) prepared by the Board of Directors of Elahi Cotton Mills
Limited for the year ended June 30, 2017 to comply with the requirements of Regulation No. 5.19
of Rule Book of Pakistan Stock Exchange Limited (formerly Karachi Stock Exchange in which Lahore
and Islamabad stock exchanges have merged), where the Company s listed.

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

As part of our audit of the financial statements we are required to obtain an understanding of the
accounting and internal control systems sufficient to plan the audit and develop an effective audit
approach. We are not required to consider whether the Board of Directors’ statement on internal
control covers all risks and controls or to form an opinion on the effectiveness of such internal
controls, the Company’s corporate governance procedures and risks.

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

Based on our review, nothing has come to our attention, which causes us Lo believe that the
statement of Compliance does not appropriately reflect the Company's compliance, in all material
respects, with the best practices contained in the Code as applicable to the Company for the year
ended June 30, 2017.

We draw your attention to clause 10 of the Statement, which states that the Head of Internal Audit
is also serving as an accountant of a related party of the Company. This may arise conflict of
interest and due to which independence of internal audit function cannot be ensured as required
by the Code,

ISLAMABAD ' )
[othAlnbon & G
DATED: 2 B SEP 2017 CHARTERED ACCOUNTANTS
Engagement Partner: AbdulQadezu

Page - 1
BDO Ebrahim & Co. Chartered Accountants
BOO Ebeatiim & Co. o Pekivtan registeesd partoerhin firm, iy & member of B0 Intenational Limited, & LK comnpany limited by guarainies
anl foerms part of the miernational 1D0 retwork of independent el Tlrma



Tel: «97 51 160 4461-5 ird Floor,
B DO Fax: «92 §1 760 4468 Saeed Plaza,
www.bdo.com,pk 12-East Blue Area,
Islamabad- 44000,
Pakistan

AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed balance sheet of ELAHI COTTON MILLS LIMITED (the Company) as at
June 30, 2017 and the related profit and loss account, statement of comprehensive income, cash
flow statement and statement of changes in equity together with the notes forming part thereof,
for the year then ended and we state that we have obtained all the information and explanations
which, to the best of our knowledge and belief, were necessary for the purposes of our audit,

It is the responsibility of the Companys management to establish and maintain a system of
internal control, and prepare and present the above said statements in conformity with the
approved accounting standards and the requirements of the Companies Ordinance, 1984. Our
respansibility is to express an opinion on these statements based on our audit.

We conducted our audit in accordance with the auditing standards as applicable in Pakistan. These
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the above said statements are free of any material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the above said
statements. An audit also includes assessing the accounting policies and significant estimates
made by management, as well as, evaluating the overall presentation of the above said
statements, We believe that our audit provides a reasonable basis for our opinion and, after due
verification, we state that: -

(a) in our opinion, proper books of accounts have been kept by the Company as required by
the Companies Ordinance, 1984;

(b) in our opinion:-

(1) the balance sheet and profit and loss account together with the notes thereon
have been drawn up in conformity with the Companies Ordinance, 1984, and are in
agreement with the books of account and are further in accordance with
accounting policies consistently applied;

(ii) the expenditure incurred during the year was for the purpose of the Company's
business; and

(i) the business conducted, investments made and the expenditure incurred during
the year were in accordance with the objects of the Company;

(c) in our opinion and to the best of our information and according to the explanations given
to us, the balance sheet, profit and loss account, statement of comprehensive income,
cash flow statement and statement of changes in equity together with the notes forming
part thereof conform with approved accounting standards as applicable in Pakistan, and,
give the information required by the Companies Ordinance, 1984, in the manner so
required and respectively give a true and fair view of the state of the Company’s affairs as
at June 30, 2017 and of the loss, its comprehensive loss, its cash flows and changes in

equity for the year then ended; and
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(d) in our opinion, no Zakat was deductible at source under the Zakat and Ushr Ordinance,
1980(XVIIl of 1980).

Without qualifying our opinion, we draw attention to Note 1.2 in the financial statements which
indicates that the Company incurred a net loss of Rs. 4.339 million during the year ended June 30,
2017 and as of that date the Company's current liabilities exceeded its current assets by Rs.
66.982 million. The accumulated losses have exceeded the issued, subscribed and paid up capital
by Rs. 63,678 million as at June 30, 2017 and accumulated losses as of that date amounted to
Rs. 76.678 million. These conditions, along with other matters as set forth in Note 1.2, indicate
the existence of a material uncertainty which may cast doubt about the Company's ability to
continue as a going concern. .

ISLAMABAD CHARTERED ACCOUNTANTS

Enga t Pa ; Abdul
DATE: 2 6 SEP 2017 T
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FLAHI COTTON MILLS LIMITED
BALANCE SHEET AS AT JUNE 30,2017

ASSETS
NON-CURRENT ASSETS
Property. plant and equipment
Operating fixed asSets
Capital work in progress
Long term security deposits
Loans and advances

CURRENT ASSETS
Stores, spares and loose tools
Stock in trade
I'rade debis
I.oans and advances
Short term prepayments
Tax refunds due from government
laxation - net
Cash and bank balances

TOTAL ASSETS
EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES

Share capital
Accumulated loss

SURPLUS ON REVALUATION OF FIXED

ASSETS

NON-CURRENT LIABILITIES
Deferred habilities
Long term loan from directors

CURRENT LIABILITIES
Taxation - net

Current portion of long term loan from directors

Due to associated undertaking
Short term loan from directors
Trade and other payables

CONTINGENCIES AND COMMITMENTS

TOTAL EQUITY AND LIABILITIES

Note

14

16
17

12
17
18
19
20

21

P

I'he annexed nptes from | to 41 form an integral part of these financial swtcme/ris;
CHIEF EX] Cugn' VE

2017 2016
Rupees Rupees
90,645,274 94,371,045
636,689 -
918.810 918,810
1,371,759 1.204,508
93,572,532 96,494,363
1,449,812 1,273,609
9,794,278 10,395,545
7,202,424 7,513,609
208,376 672,988
173,562 167,311
215,269 26,329
- 3,775
8,234,895 5,118,329
27,278.616 25,171,495
120,851,148 121,665,858
13,000,000 13,000,000
(76,677.660) (73,963.386)
(63,677,660) (60,963,386)
72,309,752 73,949,814
17,958,405 16,060,434
17,958,405 16,060,434
15,531 -
67,682,547 67,882,547
9.916,077 9,916,077
5,100,000 4,350,000
11,546,496 10,470,372
94,260,651 92,618,996
120,851,148 121,665,858

i M )':‘KJ"\

DIRECTOR







