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DIRECTORS’ REPORT

Assalam-o-Alaikum,

Dear Shareholders:

We present to you the results of the company for the half year & quarter ended December 31, 2017.

Your company made a pre-tax loss of Rs. 384.707 million, as compared to last half-yearly pre-tax loss of Rs.
461.844 million. Turnover for the half yearly ended was Rs. 1.512 billion, as compared to corresponding last
half-yearly sales of Rs. 2.331 billion. Pre-tax loss as a percentage comes to 25.43% for the half-year ended
on December 31, 2017, as compared to 19.81% which was corresponding last half-yearly pre-tax loss as a
percentage. This reflects increase in loss by 5.62% as a percentage. This iricrease in percentage of loss
caused due to decrease in turnover by Rs. 818.675 million as compare to preceding half year.

Cotton and yarn prices have been very volatile in the past few months. However, yarn prices still remain
subdued, but on the other hand cotton prices have remained firm. Increase in energy costs due to increase
in gas/electric tariff have increased our costs.

To continue as a ‘going concern’, the management has proposed a “Repayment Scheme” which is to sell
existing units at Kotri. Some proceeds are to be used to settle re-structured loans and other short-term and
long-term in 3 phases. Balance proceeds to be injected as working capital for Bhai Pheru units to achieve

90% or above production & efficiency. This “Repayment Scheme” will turn the negative indicators to
positive ones in 2-3 years.

Electricity tariffs are expected to come down, as advised by the government in their recent announcement.
This will help us become viable, and will eventually help our bottom line.

The directors’ plan to inject an amount of around Rs. 50 million in the shape of “directors’ loan to the
company” within this financiai year. =

| would like to thank all the staff and workers of the company and the supporting financial institutions for
their confidence and efforts during this difficult time.

For and on behalf of the Board of Directors

Al prert

Tariq Igbal Asim Khalid
Chief Executive Officer Director

Dated: February 27, 2018
Karachi:
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MUSHTAQ & CO.
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CHARTERED ACCOUNTANTS .2\
407, Commerce Centre, Hasrat Mohani Road, Karachi, Tel: 32638521-4 Fax: 32639843 Al
Branch Office: 501-B, City Towers, Main Boulevard, Lahore. Tel: 35788637-8 Fax: 35788626 leading edge alliance
Email Address: mushtaq_vohra@hotmail.com wmaovaion » gusity + sxonssnce

REVIEW REPORT ON CONDENSED INTERIM FINANCIAL INFORMATION TO THE MEMBERS
For the period ended Dec 31, 2017

Introduction

We have reviewed the accompanying condensed interim balance sheet of Quetta Textile Mills Limited
as at December 31, 2017, and the related condensed interim profit and loss account, condensed interim
statement of comprehensive income, condensed interim cash flow statement and condensed interim
statement of changes in equity together with the notes forming part thereof (here-in-after referred to as
the “interim financial information”) for the half year then ended. Management is reéponsible for the
preparation and presentation of this interim financial information in accordance with approved
accounting standards as applicable in Pakistan for interim financial reporting. Our responsibility is to
express a conclusion on this interim financial information based on our review. The figures of the
condensed interim profit and loss account and condensed interim statement of comprehensive income
for the quarter ended December 31, 2017 and December 31, 2016 have not been reviewed, as we are
required to review only the cumulative figures for the half year ended December 31, 2017.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410,
“Review of Interim Financial Information Performed by the independent Auditor of the Entity”. A review
of interim financial information consists of making inquiries, primarily of the persons responsible for
financial and accounting matters, and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with International Standards on
Auditing and consequently does not enable us to obtain assurance that we would become aware-of all
significant matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
interim financial information for the half year ended December 31, 2017 is not prepared, in all material
respects, in accordance with approved accounting standards as applicable in Pakistan for interim
financial reporting.

()
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: 122\

CHARTERED ACCOUNTANTS

407, Commerce Centre, Hasrat Mohan| Road, Karachl, Tel: 32638521-4 Fax: 32639843

Branch Office: 501-B, Clity Towers, Main Boulevard, Lahore, Tel: 35788637-8 Fax: 35788626 leading edge allance
Emall Address: mushtaq_vohra@hotmall.com L T pp——
Emphasis of Matter

Without qualifying our opinion, we draw attention to note 2.1 In the Interim financlal Information which
Indicates that the company incurred a net loss of Rupees 119.61 million during the half year ended
December 31, 2017 and, as of that date, the company’s current liabllities exceeds Its current assets by
Rupees 3,433.20 million (June 30, 2017: Rs. 2,666.176). These conditions, along with other matters as
explained in note 2.2 to 2.5 Indicate the existence of a material uncertainty that may cast significant
doubt about the company’s ability to continue as a going concern. These interim financial information,
however, have been prepared on the going concern basis on the assumptions as detaliled in aforesaid
note 3 .

MUSHTAQ & COMPANY
KARACHI: Chartered Accountants
Date: 27-02-2018 Engagement Partner:
Mushtaq Ahmed Vohra
FCA
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QUETTA
Condensed Interim Balance Sheet (Un-audited)
As at December 31, 2017 Audited
31-Dec-17 30-Jun-17
Note Rupees Rupees
ASSETS
NON CURRENT ASSETS

Property, plant and equipment
Long term deposits

CURRENT ASSETS

Stores, spare and loose tools

Stock in trade

Trade debts

Other financial assets

Loans and advances

Trade deposits and short term prepayments
Income tax and sales tax refundable

Cash and bank balances

EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES

Authorised capital
20,000,000 ordinary shares of Rs. 10 each
15,000,000 preference shares of Rs. 10 each

Issued, subscribed and paid-up capital
Reserves

Surplus on revaluation of property, plant and equipment

NON CURRENT LIABILITIES

Long term finance

Redeemable capital - Sukuk

Liabilities against assets subject to finance lease
Deferred liabilities

CURRENT LIABILITIES

Trade and other payables
Accrued interest / mark-up
Short term borrowings
Loan from directors and others
Current portion of
Long term finances
Redeemable capital - Sukuk
Liabilities against assets subject to finance lease

CONTINGENCIES AND COMMITMENTS

5 5,374,562,712 5,503,696,678
70,467,715 70,467,715
5,445,030,427 5,574,164,393
460,474,918 387,077,985
6 1,064,638,820 1,117,749,453
330,779,260 168,042,069
109,039 139,553
54,229,744 74,618,163
4,326,711 9,894,734
158,977,695 |- 169,679,572
58,398,505 59,396,241
2,131,934,691 1,986,597,770
7,576,965,118 7,560,762,163
200,000,000 200,000,000
150,000,000 150,000,000
350,000,000 350,000,000
—t
130,000,000 130,000,000
(918,884,576) (827,214,752)
(788,884,576) (697,214,752)
1,381,107,432 1,407,091,643
592,222,857 709,876,891
843,224,437 955,810,417
114,265,026 190,678,823
9,540,145 10,731,902
452,575,057 729,300,150
1,419,604,665 1,886,521,292
1,171,612,114 834,869,984 |
692,092,617 559,232,481 |
2,683,640,367 2,745,183,687 |
25,849,778 25,816,583 |
427,783,109 311,589,581 |
549,072,617 472,658,320 |
15,086,995 15,012,839 |
5,565,137,597 4,964,363,980
7
7,576,965,118 7,560,762,163

The annexed notes from 1 to 12 form an integral part of these condensed interim financial information.

bbb

Chief Financial Officer

o ficesd

Chief Executive Director
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QUETTA

Condensed Interim Profit and Loss Account (Un-Audited)

For the half year ended December 31, 2017

Sales

Cost of sales

Gross (loss)

Distribution cost

Administrative expenses

Finance cost

(Loss) from operations

Other income

(Loss) before taxation

Taxation

(Loss)/profit after taxation

(Loss) / earnings per share - basic and diluted

Half Year Ended Quarter Ended
31-Dec-17 31-Dec-16 31-Dec-17 31-Dec-16
Rupees Rupees Rupees Rupees

1,512,597,694 2,331,273,360 882,278,160 1,259,200,470
(1,689,905,890) (2,573,833,811) (967,592,368) (1,318,102,573)
(177,308,196) (242,560,451) (85,314,208) (58,902,103)
(17,045,267) (17,365,769) (9,201,736) (6,616,849)
(29,482,301) (30,390,528) (15,648,861) (15,954,230)
(162,028,381) (171,587,002) (79,013,i54) (83,837,613)
(208,555,949) (219,343,299) (103,863,851) (106,408,692)
(385,864,145) (461,903,750) (189,178,059) (165,310,795)
1,157,058 58,828 (539,071) 5,800
(384,707,087) (461,844,922) (189,717,130) (165,304,995)
265,096,542 (27,010,247) 265,313,489 (35,570,854)
(119,610,545) (488,855,169) 75,596,359 (200,875,849)
(9.20) (37.60) 5.82 (15.45)

The annexed notes from 1 to 12 form an integral part of these condensed interim financial information.

bbb

Chief Financial Officer

po

Chief Executive

Jrehed

Director
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QUETTA

Cond d Interim Stat of Comprehensive Income (Un-audited)
For the half year ended December 31, 2017

Half Year Ended Quarter Ended
31-Dec-17 31-Dec-16 31-Dec-17 31-Dec-16
Rupees Rupees Rupees Rupees

(Loss)/profit after taxation (119,610,545) (488,855,169) 75,596,359 (200,875,849)
Other comprehensive income for the period
Items that may not be re-classified subsequently

to Profit and loss :
Actuarial loss on remeasurement of employees 2,463,896 (4,764,955) 1,231,948 2,390,775

retirement benefits - gratuity
Related deferred tax on remeasurement of (507,385) 504,704 (253,776) (264,680)

employees retirement benefits - gratuity i !

1,956,511 (4,260,251) © 978,172 2,126,095

Total comprehensive (Loss) / i for the period (117,654,034) (493,115,419) 76,574,531 (198,749,754)

The annexed notes from 1 to 12 form an integral part of these condensed interim financial information.

Wi

Chief Executive Director Chief Financial Officer
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QUETTA

Condensed Interim Cash Flow Statement (Un-audited)
For the half year ended D ber 31, 2017

31-Dec-17 31-Dec-16

Rupees Rupees
CASH FLOWS FROM OPERATING ACTIVITIES
(Loss) form operation (384,707,087) . (461,844,922)
Adjustments for:
Depreciation 129,223,755 136,395,618
Finance cost 162,028,381 171,587,002
Provision for gratuity 16,771,698 32,286,347
Provision for appreciation/diminution in the value of investment 30,515 (58,828)

308,054,349 340,210,139
Profit before working capital changes (76,652,738) (121,634,783)
(Increase) / decrease in current assets
Stores, spare parts and loose tools - (73,396,933) 20,511,973
Stock in trade ) 53,110,633 (159,771,161)
Trade debts (162,737,191) (42,264,361)
Loans and advances 20,388,419 (10,896,670)
Trade deposits and short term prepayments 7,217,628 9,893,435

other receivable & sales tax
(155,417,444) (182,526,784)

(Decrease) / increase in current liabilities
Trade and other payables 337,767,435 417,682,255
Cash generated from operations 105,697,253 113,520,689
Finance cost paid © (29,168,245) (81,665,305)
Taxes paid (9,052,272) (14,065,328)
Long term deposits - (8,043,029)
Staff retirement benefits - gratuity (9,364,498) (15,734,620)

(47,585,015) (119,508,282)
Net cash (used)/ generated from operating activities 58,112,238 (5,987,593)
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of property, plant and equipment - . -
Fixed capital expenditure (89,790) (7,580,991)
Net cash used in investing activities (89,790) (7,580,991)
CASH FLOWS FROM FINANCING ACTIVITIES
Long term financing 3,607,548 213,822,626
Loan from Sponsors 33,190 14,683,377
Liabilities against assets subject to finance lease : (1,117,601) 2,425,188
Short term borrowings - net (61,543,320) (215,233,803)
Net cash used in financing activities (59,020,183) 15,697,388
Net increase / (decrease) in cash and cash equivalents (997,736) 2,128,804
Cash and cash equivalents at the beginning of the period ' 59,396,241 61,097,161
Cash and cash equivalents at the end of the period 58,398,505 63,225,965

The annexed notes from 1 to 12 form an integral part of these condensed interim financial information.

Chief Executive Director Chief Financial Officer
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£ QuETTA TEXTILE MILLS LIMITED

QUETTR

Condensed Interim Statement of Changes in Equity (Un-audited}

For the half year ended December 31, 2017

Reserves
Particulars Share capital 2 Capital Loan from directors Unappropriated Total equity
Share premium General reserves sad oth Sub total (loss)
Rupees
Balance as at July 01, 2016 130,000,000 651,750,000 1,200 115,000,000 - 766,751,200 {375,202,615) 521,548,585
Total comprehensive loss for the half year - - - - - - (493,115,419)  (493,115,419)
ended December 31, 2016
Transfer from surplus on revaluation of property, plant and - - - - - - 39,074,001 39,074,001
equipment on account of incremental depredation
Balance as at December 31, 2016 130,(!”,(1!) 651,750,000 1,200 115,000,000 - 766,751,200 (829,244,033) 67,507,167
Loss for the remaining period - - - - - (941,077,988)  (941,077,988)
Transfer (note 17.1) z % & = 160;726,470 160,726,470 - 160,726,470
Transfer from surplus on fuation of property, plant and .
equipment on account of incremental depredation -
remaining period = = & - - - 15,629,600 15,629,600
Balance as at June 30, 2017 - Audited 130,000,000 651,750,000 1,200 115,000,000 160,726,470 927,477,670 (1,754,692,422) (697,214,752)
Total comprehensive loss for the haif year - - - - - - (117,654,034) (117,654,034)
ended December 31, 2017
Transfer from surplus on revaluation of property, plant and - - 25,984,211 25,984,211
equipment on account of incremental depreciation - - - -
Balance as at December 31, 2017 - Unaudited 130,000,000 651,750,000 1,200 115,000,000 160,726,470 927,477,670 (1,846,362,246)  (788,884,576)

The annexed notes from 1 to 12 form an integral part of these condensed interim financial information.

Jocdd

Director

A

Chief Executive

Chief Fi sal Off
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QUETTA

NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION (UN-AUDITED)
For the half year ended December 31, 2017

1 LEGALSTATUS AND NATURE OF BUSINESS

The Company was incorporated in Pakistan as a public limited Company in January 29, 1970 under the Companies Act,
1913 (Now the Companies Ordinance, 1984). The shares of the Company are listed on Pakistan Stock Exchange. The
main business of the company Is manufacturing and sale of yarn and fabric. The registered office of the company is
situated at ground floor Nadir House |.I Chundrigar road Karachi and factories are situated at S.I.T.E Kotri at Sindh and
Bhai Pheru at Punjab .

2 BASIS OF PREPARATION
Statement of compliance

Effective 30 May 2017, the companies Act,2017 (The Act) has been promulgated, however, the Securities and Exchange
Commission of Pakistan (SECP) vide its circular No.23 of 2017 dated October 04, 2017 decided that the companies
whose financial year closes on or before December 31, 2017 shall prepare their financial statements in accordance
with the provisions of the repealed Companies Ordinance, 1984. Furthermor, the institute of Chartered Accountants
of Pakistan also Issued clarification vide its circular dated 06 October 2017 which states that the interim financial
information of the companies for the periods ending on or before December 31,2017 shall also be prepared in
accordance with the provisions of the repealed Companies Ordinance 1984. Accordingly, these condensed interim
financial information have been prepared in accordance with International Accounting Standard-34 'Iinterim Financial
Reporting' and provisions of and directives issued under the repealed Companies Ordinance, 1984. In case where
requirments differ the provision of or directive issued under the repealed Companies Ordinance, 1984 have been
followed.

Currently, the company is assessing the impact of these requirment on the financial statements. It is expected that it
will result in change in accounting treatments and enhanced disclosures in the financial statements which will be
incorporated in the subsequent financial statements of the company.

This condensed interim financial information is un-audited and has been prepared in accordance with the
requirements of the International Accounting Standards (IAS) 34 Interim Financial Reporting as applicable in Pakistan.
This condensed interim financial information does not include all of the information and disclosures required for
annual financial statements, and should be read in conjunction with the financial statements of the Company as at
and for the year ended 30th June, 2017.

This condensed interim financial information is being submitted to the shareholders as required by the Listing
regulations of Pakistan Stock Exchange and section 245 of the Companies Ordinance, 1984.

These condensed interim financial information comprise of condensed interim balance sheet, condensed profit and
loss account, condensed interim statement of comprehensive income, condensed interim cash flow statement and
condensed interim statement of changes in equity together with the notes for the half year ended December 31, 2017
which have been subjected to a review but not audited. These condensed interim financial information also include
the condensed interim profit and loss account for the quarter ended December 31, 2017.

2.1 Going concern assumptions

During the half year, the Company incurred loss amounting to Rs. 119.61 million and has reported accumulated losses
amounting to Rs. 918.884 million (June 30, 2017: Rs. 1,754.692 million). Accordingly, it resulted into negative equity of
Rs. 788.884 million (June 30, 2017: Rs. 697.215 million). In addition, the Company's current liabilities exceeded its
current assets by Rs. 3,433.20 million (June 30, 2017: Rs. 2,666.176 million). The main reason of loss was due to
operational break down because of short of working capital which dropped the production operational efficiency and
restricted to the extend 60% of available capacity. The QTML also suffered losses due to slowdown in demand for
cotton yarns and fabrics in the international markets.

These interim financial information have been prepared by the management on going concern basis on the grounds
that the Company will be able to achieve satisfactory levels of growth in the future based on the plans drawn up by
the management for this purpose.

To substantiate its going concern assumption

2.2 The management of the company is negotiating an amicable settlement of further financing for working capital with
the banking companies and financial institutions. Series of meetings in this regards have also been held and the
matter is being persuaded aggressively with the banks and financial institutions. Management is confident to get
positive response and will be able to negatiate on favorable terms with the banking companies and financial
institutions in order release finance for working capital requirements to run operations smoothly. ¥

(12) |
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QUETTA TEXTILE MILLS LIMITED

The management has prepared five years future plan showing positive growth in operation and business of the company.
Management believes that, company will be able to achieve satisfactory levels of profitability in the future based on the plans
drawn up by the management for this purpose;

Directors and sponsors of the company, have invested to Rs. 14.400 million during the year ended June 30, 2017 and they
committed that they would also continue such support in future; and

The management has also undertaken adequate steps towards the reduction of fixed cost and expenses which are at various
stages of implementation. Such steps include, but not limited to, rightsizing of the men power, resource conservation, close
monitoring of other fixed cost etc. The management is certain to generate sufficient savings as consequences of adapting all
such measures.

The management anticipates that above steps will not only bring the Company out of the existing financial crisis but also
contribute significantly towards the improvement of the company financial position in the foreseeable future.

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies and methods of computation which have been used in the preparation of this condensed interim
financial information are the same as those applied in preparation of the financial statements for the preceding year ended 30
June, 2017. :

ACCOUNTING ESTIMATES, JUDGMENTS AND ASSUMPTIONS

The preparation of these condensed interim financial information in conformity with approved accounting standards requires
management to make estimates, assumptions and use judgments that affect the application of policies and reported amounts of
assets and liabilities and income and expenses. Estimates, assumptions and judgments are continually evaluated and are based
on historical experience and other factors, including reasonable expectations of future events. Revisions to accounting estimates
are recognized prospectively commencing from the period of revision.

Judgments and estimates made by management in the preparation of these condensed interim financial information are the
same as those that were applied to the financial statements for the year ended June 30, 2017.

The company's financial risk management objectives and policies are consistent with those disclosed in the financial statements
for the year ended June 30, 2017.

PROPERTY, PLANT AND EQUIPMENT
. (Un-audited) (Audited)

31-Dec-17 30-Jun-17
Note R

5.1

Operating assets 5.1 5,372,063,802 5,501,197,768
Capital work in progress-at cost 5.2 2,498,910 2,498,910

5,374,562,712 5,503,696,678

The cost of acquisition and disposal to operating assets during the half year ended December 31, 2017 were as follows:

(Un-audited) {Audited)
31-Dec-17 30-Jun-17
Acquisition Disposal Acquisition Disposal
Cost Cost
memmem—aes Rupees -----emeee e Rupees ------veeex
Owned assets .
Plant & machinery - - 8,971,119 -
Office equipment 1,300 - 59,500 -
Furniture and fixture 88,490 - 229,038
Vehicles - - 39,000
Leased assets
Vehicles - - 3,720,000
Total 89,790 - 13,018,657 -

(13)
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QUETTA

5.2 Capital work in progress-at cost

7.1

7.2

(Un-audited) (Audited)

31-Dec-17 30-Jun-17
Computer software 2,498,910 2,498,910
2,498,910 2,498,910

STOCK IN TRADE
The carrying value of pledged stock is Rs. 92,843,789 (June 30, 2017: Rs. 110,614,224).

CONTINGENCIES AND COMMITMENTS

There has been no significant change in the contingencies and commitments since the last audited financial statements except
as disclosed in note 7.1 and 7.2 respectively.

(Un-audited) (Audited)
" 31-Dec-17 30-Jun-17
----------- Rupees -----------
Contingencies
Bank Guarantee issued by bank on behalf of the company 259,690,796 259,690,796

Legal Cases
There is no changes in the legal cases other than those enclosed in the annual financial statement as on June 30, 2017.

Commitments

Civil works ! = R

Confirmed letter of credit in respect of:

Raw material- =
Stores and spares - -

TRANSACTIONS WITH RELATED PARTIES

(Un-audited) (Un:audited)
31-Dec-17 31-Dec-16
---------- Rupees -----=---u
Transactions with related parties Relationship
Loan received/(repaid) - net Key management personnel 33,190 14,683,377
Salaries and other employees benefits Key manégement personnel 4,800,000 2,740,460

(14)
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QUETTA
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11
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SEGMENT REPORTING

The Company has three reportable segment, which offer different products and are managed separately. The following
summary described the operations in each of the company's reportable segments.

Reportable segment

Principal activity

Spinning Manufactures and sale of yarn

Weaving

Manufactures and sale of fabric

Power Generation and Self use

Information about operating segments as at December 31, 2017 is as follows:

31-Dec-17
Spinning Weaving Power Total
Revenue from external customers 1,083,568,769 429,028,926 - 1,512,597,695
Inter-segment revenues 12,255,800 - 286,802,607 311,314,207
Segment assets 4,770,964,031 1,614,888,769 844,602,928 7,230,455,728
Segment assets-Unallocated : 346,509,390
Segment liabilities 848,620,093 94,333,216 163,207,829 1,106,161,138
Segment liabilities-Unallocated - - - 6,470,803,981
31-Dec-16
Spinning Weaving Power Total
---------- Rupees —----------
Revenue from external customers 1,707,101,171 624,172,189 - 2,331,273,360
Inter-segment revenues 59,913,474 - 437,208,597 497,122,071
Segment assets 5,972,393,046 2,082,402,249 875,836,818 8,930,632,113
Segment assets-Unallocated 380,693,697
Segment liabilities 952,050,130 124,780,866 149,171,712 1,226,002,708
Segment liabilities-Unallocated - - - 8,085,323,102

COMPARATIVE FIGURES

In order to comply with the requirements of International Accounting Standard 34 "Interim Financial Reporting", balance sheet
has been compared with the balances of annual financial statements while profit & loss accounts has been compared with
corresponding figures of last half year and quarter.

DATE OF AUTHORIZATION FOR ISSUE

These condensed interim financial information have been authorized for issue on 27-10-2018 by the board of directors of

the company.

GENERAL

Figures have been rounded off to the nearest rupees.

yos

Chief Executive

Joepasd

Director

bbb

Chief Financial Officer






