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On behalf of the Board of Directors, | present the financial statements for the first quarter ended 30 Septem-
ber 2016.

The company’s performance resulted in a net profit of Rs.66.792 million yielding earnings per share of Rs.
2.53. Sales for the period were approximately 20% higher than the corresponding period. Administrative and
other operating expenses remained equivalent to the corresponding period and distribution costs declined
due to lower exports. Financial charges for the period saw a marginal increase of about 8%. This was due
to higher raw material costs and also above normal inventories. Other income for the period was Rs. 67.171
million, which was primarily through gain on investments.

Future Prospects

The current situation of the textile industry has not show significant improvement. Input costs continue to rise
and demand for our products in our traditional export markets as well as the domestic markets continues to
be poor. The raw material prices have opened higher than anticipated even though the crop is expected to
be better than the previous year. The textile industry is facing increasing competitionfrom regional countries
and there is an increasing trend of cotton yarn imports into Pakistan. There is no move by the Government
to rationalize utility prices which remain the highest in the region. The government continues to impact the
input costs negatively whereas they should be move to ensure that the industry is able to remain competitive
in the region. Your company has managed to remain profitable and we hope that with further efforts for cost
reductions and better efficiencies we will be able to perform well. We are considering to replace old machin-
ery helping us to save on labour and utility costs and making our plants become more productive. This will
enable us to maintain our operating margins but in view of other factors we view the future with caution.

We expect that the current year will be very challenging and we will make every effort to maintain our bottom
line. We look forward to support in reducing our costs so that we are able to remain competitive. Regional
competition and low demand in our major markets make it essential for us to control costs and diversify our
product lines to maintain our profitability. We look forward to the future with caution and hope that we will be
able to meet these challenges.

The management is working towards improvement in efficiencies and productivity as well as enhanced cost
controls.

Acknowledgements

We would like to thank the Board of Directors for their guidance at all times and to our employees for their
dedication. We would also like to thank our shareholders and all our business partners for their cooperation.

Nadeem Magbool
Chief Executive

October 26, 2016
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As At September 30, 2016

Un-Audited Audited
September 30, June 30,
2016 2016
Note (Rupees in thousand)
EQUITY AND LIABILITIES
Share capital and reserves
Authorized share capital
50,000,000 (30 June 2016: 50,000,000) ordinary
shares of Rupees 10/- each 500,000 500,000
Issued, subscribed and paid up share capital 263,538 263,538
Share premium 29,000 29,000
Revenue reserves 4,499,947 4,433,155
Available for sale reserve 214,579 129,129
5,007,064 4,854,822
Non-current liabilities
Long term financing 5 250,326 287,773
Liabilities against assets subject to finance lease 2,564 2,586
Deferred tax 197,795 197,795
450,685 488,154
Current liabilities
Trade and other payables 1,116,372 1,041,073
Accrued interest on loans 16,503 17,576
Short term borrowings 309,941 357,536
Current portion of non current liabilities 74,914 44,801
1,517,730 1,460,986
1,968,415 1,949,140
TOTAL EQUITY AND LIABILITIES 6,975,479 6,803,962
CONTINGENCIES AND COMMITMENTS 6

The annexed notes form an integral part of this interim financial information.

CHIEF EXECUTIVE OFFICER




Un-Audited Audited

September 30, June 30,
2016 2016
Note (Rupees in thousand)

ASSETS
Non-current assets
Property, plant and equipment 7 2,411,917 2,417,324
Investment properties 100,000 100,000
Investment in joint venture 50,000 50,000
Long term deposits 19,878 19,879

2,681,795 2,687,203
Current assets
Stores, spares and loose tools 90,125 88,839
Stock in trade 1,043,379 988,336
Trade debts 360,611 433,422
Loans and advances 8 111,791 136,659
Trade deposits and short term prepayments 25,670 18,406
Balances with statutory authorities 86,878 120,878
Taxation- net 48,146 61,390
Other receivables 3,046 3,993
Short term investments 9 2,455,049 2,136,361
Cash and bank balances 157,598 222,084
Assets held for sale 11,391 11,391

4,393,684 4,216,759
TOTAL ASSETS 6,975,479 6,803,962

DIRECTOR
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For the period ended September 30, 2016

Note

September 30,
2016

September 30,
2015

(Rupees in thousand)

Sales 14 2,043,592 1,691,847
Cost of sales 15 1,920,315 1,638,331
Gross profit 123,277 153,516
Distribution cost 16 33,896 35,447
Administrative expenses 17 33,872 32,611
Other operating expenses 18 10,619 11,102
78,387 79,160

44,890 74,356

Other operating income 67,171 60,842
112,061 135,198

Finance cost 12,466 11,525
Profit before taxation 99,595 123,673
Taxation 13 32,803 26,817
Profit after taxation 66,792 96,856
Earnings per share Basic and diluted (Rupees) 2.53 4.04

The annexed notes form an integral part of this interim financial information.

CHIEF EXECUTIVE OFFICER

DIRECTOR




For the period ended September 30, 2016

September 30, September 30,
2016 2015

(Rupees in thousand)

Profit for the period 66,792 96,356

Other comprehensive income:

Net unrealized gain/(loss) on available for sale investment 85,450 (75,205)

Total comprehensive income for the period 152,242 21,651

The annexed notes form an integral part of this interim financial information.

CHIEF EXECUTIVE OFFICER DIRECTOR
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For the period ended September 30, 2016

September 30, September 30,

2016 2013
(Rupees in thousand)

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before taxation 99,595 123,673
Adjustment for non-cash and other items:

Depreciation 48,144 47,843
Gain on disposal of property, plant and equipment (231) (984)
Net gain of short term investment (64,411) (56,853)
Dividend income (500) (625)
Finance cost 12,466 11,5625
Cash flows from operating activities before working capital changes 95,063 124,579

Effect on cash flow due to working capital changes

(Increase) / decrease in current assets:

Stores, spares and loose tools (1,286) (21,170)
Stock in trade (55,043) (164,256)
Trade debts 72,811 (85,372)
Loans and advances 24,868 (86,580)
Trade deposits and short term prepayments (12,264) (21,113)
Balances with statutory authorities 34,000 2,694
Other receivables 947 274
Increase in current liabilities:

Trade and other payables 75,299 41,350
Net cash from /(used in) working capital 139,332 (334,173)
Cash generated from /(used in) operations 234,395 (209,594)
Finance cost paid (13,539) (8,676)
Income tax paid (19,808) (36,541)
NET CASH FROM /(USED IN) OPERATING ACTIVITIES 201,048 (254,811)
CASH FLOWS FROM INVESTING ACTIVITIES

Capital expenditure incurred (43,432) (235,676)
Proceeds from disposal of property, plant and equipment 1,175 5,850
Investments - net (168,827) 21,045
Dividend received 500 625
NET CASH USED IN INVESTING ACTIVITIES (210,584) (208,156)
CASH FLOWS FROM FINANCING ACTIVITIES

Long term financing - net (7,356) 231,386
Repayment of finance lease liabilities - -
(Decrease)/ increase in short term borrowings - net (47,595) 153,251
NET CASH (USED IN) / FROM FINANCING ACTIVITIES (54,951) 384,637
NET CASH (USED IN) / FROM FINANCING ACTIVITIES (64,487) (78,330)
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE PERIOD 222,085 95,556
CASH AND CASH EQUIVALENTS AT THE END OF THE PERIOD 157,598 17,226

The annexed notes form an integral part of this interim financial information.

CHIEF EXECUTIVE OFFICER DIRECTOR



For the period ended September 30, 2016

Revenue reserves

Shgre Shgre Genoral Unappropriated Available for ot
Capital premium profit Sub total sale reserve
Balance as on 01 July 2015 239,580 29,000 3,714,000 437,685 4,151,685 82,785 4,503,050
Net profit for the period from
01 July 2015 to 30 Septembe
2015 - - - 96,856 96,856 96,856
Other comprehensive income
- - - - - (75,205) (75,205)

Total comprehensive income
for the period - - - 96,856 96,856 (75,205) 21,651
Balance as on 30 September
2015 239,580 29,000 3,714,000 534,541 4,248,541 7,580 4,524,701
Bal 01 July 2016

aance ason 1 Uy 263538 29,000 3,714,000 719155 4433155 120,129 4,854,822
Net profit for the period from
01 July 2016 to 30 Septembe
2016 = ® 66,792 66,792 66,792

th hensive i
Other comprehensive income . . . . 85,450 85,450
Total comprehensive income
for the period - - 66,792 66,792 85,450 152,242
Balance as on 30 September
2016 263,538 29,000 3,714,000 785,947 4,499,947 214,579 5,007,064
The annexed notes form an integral part of this interim financial information.
CHIEF EXECUTIVE OFFICER DIRECTOR
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For the period ended September 30, 2016

2.2

2.3

2.4

THE COMPANY AND ITS ACTIVITIES

‘Suraj Cotton Mills Limited (the Company) is a public limited company incorporated in Pakistan under the
Companies Act, 1913 (Now Companies Ordinance, 1984). The registered office of the Company is located
at 7-B-lll, Aziz Avenue, Gulberg-V, Lahore. Its shares are quoted on Pakistan Stock Exchange Limited.
The Company is engaged in the manufacturing, sale and trading of yarn, cloth and processing of cloth.

BASIS OF PREPARATION

This interim condensed financial information is unaudited and is being submitted to shareholders, as re-
quired by section 245 of Companies Ordinance, 1984.

This interim financial information of the Company for the period ended 30 September 2013 has been
prepared in accordance with the requirements of the International Accounting Standard (IAS) 34, “Interim
Financial Reporting” and provisions of and directives issued under the Companies Ordinance, 1984. In
case where requirements differ, the provisions of or directives issued under the Companies Ordinance,
1984 have been followed.

The accounting policies and computation methods adopted for the preparation of this condensed interim
financial information are the same as those applied in the preparation of the preceding annual published
financial statements of the Company for the year ended 30 June 2016 except for as disclosed in note 2.4
below

The Company has adopted the following amended International Financial Reporting Standards (IFRSs ) which
became effective during the period

IAS 19 - Employee Benefits — (Amendment) - Defined Benefit Plans: Employee Contributions

IAS 32 - Financial Instruments : Presentation — (Amendment) - offsetting Financial Assets and Financial Liabilities
IAS 36 - Impairment of Assets — (Amendment) Recoverable Amount Disclosures for Non-Financial Assets

IAS 39 - Financial Instruments: Recognition and Measurement — (Amendment) - Novation of derivatives and
continuation of hedge accounting

IFRIC 21 - Levies

The adoption of the above amendments and interpretation did not have any significant impact on this
condensed interim financial information.

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

Judgments and estimates made by the management in the preparation of this interim financial information
are the same as those applied in the preparation of the preceding annual published financial statements of
the Company for the year ended 30 June 2016.

ACCOUNTING ESTIMATES AND JUDGMENTS

The preparation of condensed interim finanacial information requires management to make judgements,
estimates and assumptions that affect the application of accounting policies and reported amount of
assets and liabilities,income and expenses. Actual results may differ from these estimates. The significant
judgments made by management in applying the Company’s accounting policies and the key sources of
the estimation are the same as those that applied to the financial statements for the year ended 30 June
2016.

Un-Audited Audited

September June 30,
30, 2016 2016

Note ( Rupees in thousand )

LONG TERM FINANCING - secured
Opening balance 331,321 144,838
Acquired/(repaid) during the period / year (7,356) 186,483

328,965 331,321
Less: Current portion 73,639 43,548

250,326 287,773




For the period ended September 30, 2016

6. CONTINGENCIES AND COMMITMENTS
CONTINGENCIES
] There is no significant change in the contingencies since the date of the preceding published annual
financial statements
COMMITMENTS
- Commitments in respect of letters of credit for capital expenditure amounted to Rupees 1,544,981
thousand (30 June 2016: Rupees 1,277,285 thousand) and commitment in respect of other capital
expenditure was amountes to Rs. 283,257 thousand (30 June 2016: Rupees 283,257 thousand)
Un-Audited Audited
September June 30,
30, 2016 2016
Note ( Rupees in thousand )
7. PROPERTY, PLANT AND EQUIPMENT
Operating fixed assets - tangible (7.1) 2,263,906 2,291,827
Assets subject to finance lease (7.2) 3,907 4,113
Capital work-in-progress 144,104 121,384
2,411,917 2,417,324
71 OPERATING FIXED ASSETS - TANGIBLE
Opening book value 2,291,827 1,921,544
Add: Additions during the period / year -cost (7.1.1) 20,712 589,569
2,312,539 2,611,113
Less: Deletions during the period / year - vehicles 695 14,155
2,311,844 2,496,958
Less: Depreciation during the period / year 47,938 205,131
Book value at the end of the period / year 2,263,906 2,291,827
7.1.1  Additions during the period / year - cost
Land - 350,786
Building 20,712 236,198
Vehicles - 2,585
20,712 589,569
7.2 Assets subject to finance lease
Opening book value 4,113 928
Add: Additions during the period / year -cost - 3,528
Less: Depreciation during the period / year 206 343
Book value at the end of the period / year 3,907 4,118

QUARTERLY REPORT SEPTEMBER 30, 2016 13



For the period ended September 30, 2016

Un-Audited Audited
September June 30,
30, 2016 2016
Note ( Rupees in thousand )
8. LOANS AND ADVANCES
Considered good:
Loans to employees 5,307 5,152
Advances to suppliers 86,727 119,559
Advance against letter of credit 19,757 11,948
111,791 136,659
9. SHORT TERM INVESTMENTS
Available for sale 1,109,865 1,017,171
Held for trading 1,345,184 1,119,190
2,455,049 2,136,361
Un-Audited Un-Audited
September September
30, 2016 30, 2015
Note ( Rupees in thousand )
10. SALES
Export 280,559 424,381
Local 1,701,860 1,227,769
Waste 61,173 39,697
2,043,592 1,691,847
11. COST OF SALES
Raw material consumed 1,442,471 1,149,227
Sizing expenses 14,254 14,800
Stores, spares and loose tools consumed 30,245 28,178
Packing materials 24,013 23,769
Salaries, wages and other benefits 171,024 165,063
Fuel and power 238,302 238,817
Repairs and maintenance 11,260 14,738
Insurance 6,677 6,242
Depreciation 44,865 44,760
Other factory overheads 3,326 3,728
1,986,437 1,689,322



For the period ended September 30, 2016

Un-Audited Un-Audited
September September
30, 2016 30, 2015
Note ( Rupees in thousand )
Work-in-process:
Opening stock 106,511 108,093
Closing stock ‘ (118,261) ‘ ‘ (108,519) ‘
(6,750) (426)
Cost of goods manufactured 1,979,687 1,688,896
Finished goods:
Opening stock 574,949 583,138
Closing stock (634,321) (733,703)
(69,372) (150,565)
1,920,315 1,538,331
12.  OTHER OPERATING EXPENSES
Workers profit participation fund 6,797 7,008
Workers welfare fund 2,683 2,897
Others 1,239 1,107
10,619 11,102
13.  TAXATION
Charge for the period:
Current 32,803 26,817
32,803 26,817

14. OPERATING SEGMENT INFORMATION

The textile sector comprise of spinning, combing, weaving, dyeing, bleaching, printing, stitching, buying,
selling and dealing in yarn, cloth and other goods and fabrics made from raw cotton and synthetic fiber(s).
This sector also includes power generation facilities which provide electricity for internal consumption
purpose.
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For the period ended September 30, 2016

€/9'cet G65'66 uolexe} 810jeq Wold
51288 980'7Y
(Seg'L1) (99v'21) 1500 8oUBUI
278'09 L2129 swooul Bupesedo Jsyi0
(coL'11) (6L9'01) sesusdxe Bulresado Jeyi0
:Sesuadxe pUE aWwoou| payedo|ieun
85¥'G8 60S°'GS - - (ze'q) 18% €8.'06 820°SS Sesuadxe Pue swooul
[PO1EDO|[EUN PUE UONEXE) 810J9q (SSOT) / Wold
850'89 89/°/9 - - §62'82 928'Ge €99'62 cre' Ly
L19'ze 2.8'€e - - 8ev'L 892, g/1'se 70992 SOSUBAXS SAASIUILPY
Lyp'Se 968'cE - - 156'02 8G5'8t 06711 fefojoNel 1800 uonnquisig
91G'eStH YNAA A" - - 0.0'€e 208'92 IPy'ocH 026'96 1oud ssoi
1ee'8es" Sle'0ee’ 6.1'952 98/'50e 166'928 118'0LL €15°296 [ZANC Al
- - 6.1'95¢ 98/'50€ 6.1'95¢ 98/'50€ - - juswibes-isu|
Lee'ges’ SLe'0e6’ - - 81805 [RdNeiei4 €15°296 ¥21'SSY L [eueIxg
SO[ES JO 1800
/781691 265'ev0'C 6.1'952 9€/'50e 190'0S8 ¥81°26L 656'260" - ANt
- - 6.1'95¢ 9€2'G0e - - 6.1'95¢ 9€2'G0e Juewibes-ieu|
/¥8'169° L 265'ev0'c - - 290'0S8 ¥81°,6. 08.'+¥8 807'9re’ 1 [euiolxy
seles
(puesnoyy ul seadny)
SLog ‘0e 9102 ‘0g SLog ‘0e 9102 ‘0g SLog ‘0e 9102 ‘0g SLog ‘0e 9102 ‘0g
Joquueydeg Jequieydes Joquueydeg Jequieydes Joquueydeg Jequieydes Joquueydeg Jequieydes
paypny-un
suoloesuel}
IVLOL Juswbas-Iau| Buinespp Buuuidsg
0 uopeuIwIg

'sejuied PAIY} UHM SUOHOBSUEI} O} JE[ILUIS Jeuuew € Ul siseq Yibus) s,uie uo ose sjuswibes Buneiedo usemiag seoud Jojsuel]

"SJUSLLISIE)S [EIOUBUI POYEPIOSUOD 8U} Ul SSO| J0 Jjoid Bunesado yum Ajjusisisuod painseswu s pue ssoj 10 Jjoid Bulessdo uo paseq pajenjens s souewopad
JUBWRSS “JUSLISSESSE SoUBWLIOKSd PUB UOIeO0|[e 92IN0Sal INOGe Suoisiosp Buifew jo asodind ey 1oy Ajgjeledss syun sseuisng Sy Jo synsal Buliesodo ayy siojuow juswsBeue)y

‘sjuswiBes Buiyelado ajqepodal anoge ay) WOy 0} pajefalbbe usaq aaey syuswbes Bulyeiado oN

‘uleA Buisn olge; eb1e1B Jo Alfenb Jusieyip JO UoRONPOId :Buineap

'slaql} [Eloyie pue [eanyeu Buisn uieA Jo Ayfenb jusieyip Jo uononpoid :Buiuuids

:SMOJ|0} Se sjuawiBes Bulyesedo sjqepiodal om} Sey pue SeoinIes pue syonpold Jisy} UO Paseq SHUN Ssauisng ojul peziueBio si s|lij\ UOROD feing ey} ‘sesodind juswebeuew Jo

sjuewbes sseuisng

Lyl

16



For the period ended September 30, 2016
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For the period ended September 30, 2016

15. TRANSACTIONS WITH RELATED PARTIES
The related parties comprise associated companies, companies in which directors are interested, staff
retirement funds, directors and key management personnel. Significant transactions with related parties
and associated undertakings are as under:
Relationship with the Company Nature of transactions Un-Audited

September September
30, 2016 30, 2015
(Rupees in thousand)
Associated companies Sale of goods and services 26 3,273
Purchase of goods and services 84,993 113,077

Employees Provident Fund Trust ~ Amount contributed 3,784 3,653
Director and Chief Executive Remuneration 8,089 5,796
Transactions entered into with the key management personnel as per their terms of employment are
excluded from related party transactions.

16. EVENTS AFTER THE BALANCE SHEET DATE
The Board of Directors have proposed dividend for the period ended 30 September 2016 of Rupees Nil (30
June 2016: Rupees 5.0) per share amounting to Rupees Nil (30 June 2016: Rupees 131,769 thousand )
and Nil bonus shares (2016: 10% bonus shares)..

17. DATE OF AUTHORIZATION
This interim financial information was authorized for issue by the Board of Directors of the Company on 26
October 2016.

18. GENERAL

18.1  Provisions in respect of Worker's Welfare Fund (WWF), Worker’s Profit Participation Fund (WPPF) and
taxation are estimated and these are subject to final adjustment in the annual financial statements.

18.1  Figures have been rounded off to the nearest thousand rupees

CHIEF EXECUTIVE OFFICER DIRECTOR
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