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directors' report

Dear Members

The Directors of your Company take pleasure in presenting before you the performance
review and the un-audited financial statements for the first quarter ended September 30,
2017.

Overview

During the period under review, your Company recorded turnover of Rs. 6.5 billion against
Rs. 5.6 billion for the Same Period Last Year (SPLY); an increase of approx. Rs. 900 million
(16%) quarter on quarter (QoQ). The last year's export package, somehow supported to the
ailing textile sector, which is evident from an increase of 36% QoQ. However, profit margins
are still not very attractive on account of regional competition.

The Company, capitalizing on its reputation built over the years by penetrating in nearly
every inch of the local market has resulted in an increase of Rs. 282 million in local sales to
Rs. 4.2 billion against Rs. 3.9 billion in SPLY, up by 7% QoQ basis.

Despite political instabilities and current account deficit in addition to fierce competition
with regional competitors, consistent efforts of your management resulted in bottom line
of Rs. 161 million as compared to hefty bottom line of Rs. 344 million SPLY.

Economic Prospects

Overall economic position of the country has remained stable, while there have been political
instabilities, there have been few positives compensating these instabilities, not limited to
CPEC gaining global recognition, Inflation rate stability and reduction in power crisis.
The country is expected to witness an increase in cotton production from last year. However,
it may not be able to achieve target set for the period. There have been hefty increase in
imports in 1st quarter due to which balance of payment cycle is badly disturbed, which, we
believe will improve with the imposition of duties on many items as notified and revival of
textile sector on account of revised export package.

Financial Performance

As evident from the financial results stated, the Company has managed to compete in this
quarter by posting a positive bottom line.

Profit and Loss Summary September 30, September 30,  Favorable /
2017 2016 (Unfavorable)
=== (Rupees in ‘000) ------ Percentage

Export 2,301,789 1,672,938 37.59

Local 4,217,757 3,935,564 7.17

Sales (net) 6,519,546 5,608,502 16.24

Gross Profit 379,378 466,719 (18.71)

Finance Cost (127,310) (81,109) (56.96)

Distribution expenses (96,562) (62,573) (54.32)

Administrative expenses (57,843) (56,263) (2.81)

Other Income 192,669 120,929 59.32

Profit before taxation 235,010 385,111 (38.98)

Profit for the year 160,761 344,075 (53.28)

Earnings Per Share (Rs.) 5.74 12.28

As evident from above, the export sales have shown an upward trend QoQ mainly on account
of export package announced in January 2017 which works as a ray of hope in increasing
the exports of the country. The product cost in the current period has increased as cost of
Inventory procured has not been compensated with the prevailing selling prices due to
regional as well as local competition. Resultantly, gross profit margins have declined when
compared with last period.
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The increase, both in local sales and export is mainly on account of increase in quantity. We,
however, anticipate that in coming periods to come, textile sector may recover on account
of recently announced export package.

Administrative expenses have remained same when compared with SPLY, which shows that
the company has capitalized the merger synergies through economies of scale and optimum
utilization of management expertise.

After the political instability which resulted in abrupt devaluation during the period, the
Company's management, keeping in view the risk management and cost benefit analysis,
has disposed-off its foreign currency exposure by converting the same to local borrowing,
which resulted in an increase of 57% in its finance cost. Although, the management has
managed to maintain efficient portfolio of funds by reaping maximum benefits of lower
benchmark rates prevalent in the country along-with minimum spreads.

The returns from the company's strategic decision to invest in diversified avenues has started
to pay off which is evident from a material increase of Rs. 78 million in other income to Rs.
142 million against Rs. 64 million SPLY. Furthermore, with the revised export package, rebate
income to be received under the referred package has increased other Income by Rs. 45
million, which is compensated by last period increase in other income on account of selling
short term investment in International Steels Limited.

Operational Performance

The production and sales statistics for the three months ended September 30, 2017 and its
comparison with SPLY is presented below:

Export Sales
M Local Sales
30,000

15,000 6,929 5,839

September-2017  September-2017 September-2016 September-2016
Sales Production Sales Production

Quantity in KGs ('000)

Future Outlook

With the government announcement of revised export package, relaxing condition of 10%
increase on export requirement for 50% rebate, we anticipate that exports of the Company
and of the country will increase keeping in view resolution of energy crisis and imposition
of further restriction to apply level playing field.

Furthermore, keeping in view the latest technologies, Company management is also planning
to replace old technology machineries with new technology to become more effective and
efficient, and be able to compete with its regional competitors.

The Directors have decided to make strategic equity investment jointly with other associsted
undertakings in two wind power projects of 50 MW each, subject to approval of shareholders.

Acknowledgements

The Directors record their appreciation of the performance of the Company's workers, staff

and executives.
For and on behalf of the Board

L I
MUHAMMAD YUNUS TABBA MUHAMMAD SOHAIL TABBA

Chairman / Director Chief Executive Officer
Karachi: October 27, 2017
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condensed interim balance sheet
As at September 30, 2017 (Un-audited)
September 30, June 30,

2017 2017
(Un-audited) (Audited)
Note ------ (Rupees in‘000) ------
ASSETS
Non-Current Assets
Property, plant and equipment 5 7,518,376 7,447,694
Long term advance 6 = -
Long term loans 8,731 9,723
Long term deposits 27,704 27,704
Long term investments 7 2,614,762 2,472,715

10,169,573 9,957,836
Current Assets

Stores, spares & loose tools 464,027 491,790
Stock in trade 8 4,296,289 5,700,578
Trade debts 1,887,410 1,750,769
Loans and advances 929,078 732,810
Trade deposits and short term prepayments 14,325 17,679
Other receivables 702,376 928,097
Income tax refundable 449,597 514,535
Cash and bank balances 171,869 163,926

8,914,971 10,300,184
Total Assets 19,084,544 20,258,020

EQUITY AND LIABILITIES

Share Capital and Reserves

Authorised

57,500,000 ordinary shares of Rs. 10/- each 575,000 575,000
Capital & Reserves

Issued, subscribed and paid-up capital 280,296 280,296
Capital reserves 137,541 137,541
Revenue reserves 6,969,499 6,948,886

7,387,336 7,366,723

Non-Current Liabilities
Long term finance 467,165 -
Deferred Liabilities 1,143,660 1,114,696

1,610,825 1,114,696

Current Liabilities

Trade and other payables 2,819,400 2,794,771
Accrued mark up 98,284 87,667
Short term borrowings 9 6,843,319 8,635,992
Provision for taxation 325,380 258,171

10,086,383 11,776,601
Total Equity and Liabilities 19,084,544 20,258,020
CONTINGENCIES AND COMMITMENTS 10

The annexed notes 1 to 17 form an integral part of these condensed interim financial
infomation.

£ r 4

MUHAMMAD YUNUS TABBA MUHAMMAD SOHAIL TABBA MUHAMMAD IMRAN MOTEN
Chairman / Director Chief Executive Officer Chief Financial Officer
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condensed interim profit and loss account
For the First Quarter Ended September 30, 2017 (Un-audited)

Sales-net
Cost of sales

Gross profit

Distribution cost

Administrative expenses

Finance cost

Other operating expenses
Other income

Share of profit from associates
Profit before tax

Taxation

Current
Deferred

Profit for the period

Earnings per share-basic and diluted

QUARTER ENDED

September 30, September 30,
2017 2016

Note ------ (Rupees in‘000) ------

6,519,546 5,608,502

11 (6,140,168)  (5,141,783)
379,378 466,719
(96,562) (62,573)
(57,843) (56,263)
(154,405) (118,836)
224,973 347,883
(127,310) (81,109)
(565,322) (2,592)
42,341 264,182
50,622 57,253
142,047 63,676
235,010 385,111
12

(67,209) (57,131)
(7,040) 16,095
(74,249) (41,036)
160,761 344,075

----- (Rupees) ------
574 12.28

The annexed notes 1 to 17 form an integral part of these condensed interim financial

infomation.

£

/\ ‘

-2

MUHAMMAD YUNUS TABBA MUHAMMAD SOHAIL TABBA MUHAMMAD IMRAN MOTEN

Chairman / Director
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condensed interim statement of comprehensive income
For the First Quarter Ended September 30, 2017 (Un-audited)

QUARTER ENDED

September 30, September 30,
2017 2016

- (Rupees in ‘000) ------

Profit for the period 160,761 344,075

Other comprehensive income - -

Total comprehensive income for the period 160,761 344,075

The annexed notes 1 to 17 form an integral part of these condensed interim financial
infomation.

£ N 4

MUHAMMAD YUNUS TABBA MUHAMMAD SOHAIL TABBA MUHAMMAD IMRAN MOTEN
Chairman / Director Chief Executive Officer Chief Financial Officer
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condensed interim cash flow statement
For the First Quarter Ended September 30, 2017 (Un-audited)

QUARTER ENDED
September 30, September 30,
2017 2016

Note ------ (Rupees in ‘000) ------
CASH FLOWS FROM OPERATING ACTIVITIES
Cash generated from operations 13 1,673,330 891,928
Gratuity paid (23,077) (31,566)
Taxes recovered / (paid) 39,360 (44,685)
Rebate received 4,000 -
Finance cost paid (116,693) (60,415)
Net cash generated from operating activities 1,576,920 755,262
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment (241,862) (40,024)
Proceeds from sale of fixed assets 2,742 400
Proceeds from sale of shares - 13,145
Long term loans (paid) / recovered 992 7,152
Long term deposits paid = (2,644)
Profit received from bank deposits - 367
Net cash used in investing activities (238,128) (21,604)
CASH FLOWS FROM FINANCING ACTIVITIES
Loan obtained 467,165 -
Dividend paid (5,341) (20)
Net cash generated / (used in) financing activities 461,824 (20)
Net increase in cash & cash equivalents 1,800,616 733,638
Cash & cash equivalents at the begining of the period (8,472,066) (9,166,314)
Cash & cash equivalent at the end of the period (6,671,450) (8,432,676)
Cash & Cash Equivalents
Cash & bank balances 171,869 366,279
Short term borrowings (6,843,319) (8,798,955)

(6,671,450) (8,432,676)

The annexed notes 1 to 17 form an integral part of these condensed interim financial
infomation.

£ r 4

MUHAMMAD YUNUS TABBA MUHAMMAD SOHAIL TABBA MUHAMMAD IMRAN MOTEN
Chairman / Director Chief Executive Officer Chief Financial Officer
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condensed interim statement of changes in equity
For the First Quarter Ended September 30, 2017 (Un-audited)

---Capital Reserves---  -seo- Revenue Reserves -----
Issued,  Capital to be
subscribedand  issued  Share  Amalga- gy General  Amalga-  Unappro-  Sub Grand
paid-upshare pursuantto premium mation  os)  reserves  mation  priated  Total total
capital  amalgamation Reserve Reserve profit

Balance as at July 01, 2016 280,29 - 103125 34416 137541 1000000 727333 4388436 6,115769 6,533,606
Total comprehensive income
for the period
Profit for the period - - - - - - - 344075 344075 344075
(Other comprehensive income
for the period

344075 344075 344075
Balance as at September 30,2016 280,296 - 103125 34416 137541 1000000 727333 4732511 6459844 6,877,681
Balance as at July 01, 2017 280,29 - 103125 34416 137541 1000000 727333 5221553 6,948886 7,366,723
Transaction with owners
Final Dividend @ Rs. 5/ share each
forthe year ended June 30,2017 - - - - - - - (140,148) (140,148) (140,148)

Total comprehensive income

for the period
Profit for the period - - - - - - - 160761 160761 160,761
(Other comprehensive income
for the period

160761 160,761 160,761
Balance as at September 30,2017 280,296 - 103125 34416 137541 1000000 727,333 5242166 6369499 7,387,336

The annexed notes 1 to 17 form an integral part of these condensed interim financial
infomation.

£ I ;

MUHAMMAD YUNUS TABBA MUHAMMAD SOHAIL TABBA MUHAMMAD IMRAN MOTEN
Chairman / Director Chief Executive Officer Chief Financial Officer
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notes to the condensed interim financial information
For the First Quarter Ended September 30, 2017 (Un-audited)

1.

11

2.1

2.2

2.3

10

THE COMPANY AND ITS OPERATIONS

Gadoon Textile Mills Limited (the Company) was incorporated in Pakistan on
February 23, 1988 as a public limited company under the Companies Ordinance,
1984 and is listed on Pakistan Stock Exchange. The manufacturing facilities of
the Company are located at Gadoon Amazai Industrial Estate Khyber
Pakhtunkhwa and 57 km on Super Highway (near Karachi). The principal activity
of the Company is manufacturing and sale of yarn and knitted fabrics. Y.B.
Holdings (Private) Limited is the holding company. The registered office of the
Company is located at 200-201, Gadoon Amazai Industrial Estate, District
Swabi, Khyber Pakhtunkhuwa

BASIS OF PREPARATION

This condensed interim financial information of the Company for the first
quarter ended September 30, 2017 has been prepared in accordance with
approved accounting standards as applicable in Pakistan. As per the requirements
of circular No. CLD/CCD/PR(11)/2017 dated July 20, 2017 and further
continuation of the said circular through circular No. 23 of 2017 dated October
4, 2017 issued by the Securities & Exchange Commission of Pakistan (SECP),
companies the financial year of which closes on or before December 31, 2017
shall prepare their financial statements in accordance with the provisions of
the repealed Companies Ordinance, 1984. Accordingly, approved accounting
standards comprise of such International Financial Reporting Standards (IFRS)
issued by the International Accounting Standards Board as are notified under
the Companies Ordinance, 1984, provisions of and directives issued under the
Companies Ordinance, 1984. In case requirements differ, the provisions of or
directives under the Companies Ordinance, 1984 prevail. These condensed
interim financial information do not include all the information and disclosures
required in the annual financial statements, and therefore, should be read in
conjunction with Company's annual financial statements for the year ended
June 30, 2017.

This condensed interim financial information is presented in Pak Rupees which
is also the Company's functional currency and figures presented in this condensed
interim financial information has been rounded off to the nearest rupee.

This condensed interim financial information is un-audited and is being submitted
to the shareholders as required under Section 245 of the Companies Ordinance,
1984. The comparative balance sheet presented has been extracted from
annual financial statements for the year ended June 30, 2017; the comparative
condensed profit and loss account, condensed interim statement of other
comprehensive income, condensed interim cash flow statement and condensed
interim statement of changes in equity of the Company have been extracted
from the unaudited condensed interim financial information for the first quarter
ended September 30, 2016.

SIGNIFICANT ACCOUNTING POLICIES
The accounting policies and the methods of computation adopted in the

preparation of this condensed interim financial information and the significant
judgements made by the management in applying the accounting policies and




5.1

the key sources of estimation uncertainty are the same as those applied in the
preparation of the financial statements as at and for the year ended June 30,
2017. There were Certain new IFRSs and amendments to the approved
accounting standards that are effective for periods begining on or after July
01, 2017, but are considered not to be relevant or have any significiant effect
on the company's condensed interim financial information.

FINANCIAL RISK MANAGEMENT
The Company's financial risk objectives and policies are consistent with those

disclosed in the annual audited financial statements for the year ended June
30, 2017.

September 30, June 30,
2017 2017
Note (Un-audited) (Audited)

----- (Rupees in ‘000) ----

PROPERTY, PLANT AND EQUIPMENT

Operating fixed assets 51 6,782,160 6,855,143
Capital work-in-progress 5.2 736,216 592,551
7,518,376 7,477,694

Details of additions and disposals to operating fixed assets are as under:

Three months ended Three months ended
September 30, 2017 September 30, 2016
(Un-audited) (Un-audited)
Additions/ Disposals at Additions/ Disposals at
transfers  book value transfers  book value
(Rupees in ‘000)
Buildings 10,430 - 1,160 -
Plant and machinery 76,886 - 8,819 -
Electric installations - - 480 -
Computer equipments 314 - 300 -
Office equipment and
installations 332 - 85 -
Vehicles 10,235 733 3,924 12
98,197 738 14,768 12
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5.2

6.1
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Details of additions and transfers from capital work-in-progress are as under:

Three months ended Three months ended
September 30, 2017 September 30, 2016
(Un-audited) (Un-audited)
Additions Transfers Additions Transfers

(Rupees in ‘000) =-=-seeeememememanenncncnan

Gadoon Amazai

Civil works 4,380 3,968 - -
Plant and machinery 193,583 34,037 26,047 3,564
Electric installations 1,134 - - -
Advances to Supplier 5,619 9,538 3,990 3,926
Mark up Captilized 561 - 3,418 -

Karachi Project

Plant and machinery 8,077 42,849 5,735 5,735
Civil works 25,579 6,462 454 1,160
Advances to Supplier 511 697 - -
Mark up Captilized 1,772 = - -
241,216 97,551 39,644 14,385
September 30, June 30,
2017 2017
Note (Un-audited) (Audited)
LONG-TERMADVANCE - (Rupees in ‘000)  ------
- Considered doubtful
Advance for investment in a joint venture 6.1 66,667 66,667
Less: Provision against advance (66,667) (66,667)

This represents first and second tranche of advance for a Joint Venture project
amounting to Rs. 4,250 million. The principal activity of the Joint Venture Project
is acquisition and development of certain land in Karachi through a Joint Venture
Company. The Company's share in this Joint Venture project is ten percent.
Currently, the future of this project is not certain and the recovery of this
amount is considered doubtful.

LONG - TERM INVESTMENTS

Investments in associated undertakings

ICI Pakistan Limited 1,624,362 1,571,147
Lucky Holdings Limited 169,712 164,843
Yunus Energy Limited 820,688 736,725

2,614,762 2,472,715




9.1

10.

10.1

September 30, June 30,
2017 2017
(Un-audited) (Audited)

------ (Rupees in‘000)  ------
STOCK-IN-TRADE

Raw Material
-in hand 2,990,446 3,436,226
-in transit 32,559 721,359
3,023,005 4,157,585
Work-in-process 349,253 262,525
Finished goods
-yarn 794,820 1,150,054
- knitted fabric 35,689 24,783
- waste at net realisable value 93,522 105,631
924,031 1,280,468
4,296,289 5,700,578
SHORT-TERM BORROWINGS
Banking companies - secured
Running finance under mark-up
arrangements 91 1,010,550 677,014
Short-term-finances 5,400,000 1,500,000
Foreign currency loan against
Import finance - 6,002,310
Export finance 432,769 456,668
432,769 6,458,978
6,843,319 8,635,992

Facilities for running finance, short-term finances, import finance and export
finance are available from various banks upto Rs. 25.78 billion (June 30, 2017:
Rs. 24.78 billion). The terms and conditions of the short-term borrowings
including markup rates and securities have not materially changed from June
30, 2017.

CONTINGENCIES AND COMMITMENTS
Contingencies
There have been no change in contingencies as disclosed in note 21.1 of annual

audited financial statements for the year ended June 30, 2017 other
than those disclosed in these condensed interim financial information.
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10.1.2 Others

10.2

Export bills discounted with
recourse arrangement

Indemnity bond in favor of
Collector of Customs against imports

Post dated cheques in favor of
Collector of Customs against imports
Commitments

Letters of credit opened by banks for:

Plant and machinery

Raw material

Stores and spares

Foreign currency forward contracts

September 30,
2017
(Un-audited)

June 30,
2017
(Audited)

...... (Rupees in ‘000) -----

1,570,225

4,105

594,656

402,345
2,782,271
52,779

1,540,624

4,105

684,890

477,625
28,035
9,315

10.2.1 The Company has outstanding contractual commitment under sponsors
support agreement, for the debt servicing of two loan installments upto Rs.
338 million on behalf of Yunus Energy Limited, an associated undertaking.

Quarter ended

11.

111

14

Note
COST OF SALES
Opening stock - finished goods
Cost of goods manufactured 111

Closing stock - finished goods

Cost of goods manufactured
Opening stock- work in process

Raw and packing material consumed
Other manufacturing expenses

Closing stock - work in process

September 30,
2017
(Unaudited)

September 30,
2016
(Unaudited)

1,280,468 641,035
5,783,731 5,581,733
7,064,199 6,222,768
(924,031) (1,080,985)
6,140,168 5,141,783
262,525 250,971
4,161,144 3,660,594
1,709,315 1,886,268
5,870,459 5,546,862
6,132,984 5,797,833
(349,253) (216,100)
5,783,731 5,581,733




12. TAXATION

There have been no change in the tax contingencies as disclosed in note number
21.15,21.16,21.1.7,21.1.8and 21.1.9 to the annual audited financial statements

for the year ended June 30, 2017.

Quarter ended
September 30, September 30,

2017 2016
(Unaudited) (Unaudited)
Note ~  —me (Rupees in ‘000) ------
13. CASH GENERATED FROM OPERATIONS
Profit/(loss) before taxation 235,010 385,111
Adjustments for:
Depreciation 170,447 191,913
Gain on disposal of fixed assets (2,009) (388)
Gain on short term investment - (4,437)
Profit on deposits = (421)
Dividend income = (2,415)
Provision for gratuity 45,001 40,000
Share of Profit from associate-net of tax (142,047) (63,676)
Unrealised gain on short term invesment = (47,286)
Rebate (45,465) -
Finance cost 127,310 81,108
Working capital changes 131 1,285,083 312,419
1,438,320 506,817
Cash generated from operations 1,673,330 891,928
13.1 Working capital changes
Decrease / (increase) in current assets
Stores,spares & loose tools 27,763 50,358
Stockintrade 1,404,289 339,669
Trade debts (136,641) (16,894)
Loans and advances (170,690) (34,978)
Trade deposits and short term prepayments 3,354 3,709
Other receivables 267,186 26,976
1,395,261 368,840
Decrease / (increase) in current lisbilities
Trade and other payables (110,178) (56,421)
1,285,083 312,419
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185.

16

TRANSACTIONS WITH RELATED PARTIES

Related parties comprise of associated companies, other associated undertakings,
directors and key management personnel. Transactions between the Company

and the related parties are:
Quarter ended

September 30, September 30,
2017 2016
(Un-audited) (Un-audited)

----- (Rupees in ‘000) -----

Name of Related Parties Nature of Transaction

Associated companies
(Common Directorship)

Lucky Cement Limited Purchase of cement 2,932 331
Re-imbursement of expenses 254 120
Yunus Textile Mills Limited Sale of yarn 143,861 102,312
Lucky Knits (Private) Limited Sale of yarn 266,585 208,250
Knitting & Dyeing charges 4,585 4,593
Purchase of Yarn 140
Purchase of vehicle 410
Lucky Textile Mills Limited Sale of yarn 710,409 593,420
Sale of fabric 91,817 160,961
Service charges 1,540 421

Lucky Energy (Private) Limited Purchase of electricity 272,194 293,600

Yunus Energy Limited Re-imbursement for expenses 1,568 -
Share of profit oninvestment 83,963 16,365
ICI Pakistan Limited Purchase of fiber 406,860 347,416
Share of profit oninvestment 53,215 41,644
Lucky Holdings Limited Share of profit on investment 4,869 5,667
Benefits to key management personnel 21,135 19,278

FAIR VALUE OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES

Fair value is the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market.

The carrying values of all financial assets and liabilities reflected in the financial
statements approximate their fair values.

Fair value hierarchy
The following table provides an analysis of financial instruments that are measured

subsequent to initial recognition at fair value, grouped into Levels 1 to 3 based on the
degree to which the fair value is observable.




16.

17.

« Level 1: fair value measurements are those derived from quoted prices (unadjusted)
in active markets for identical assets or liabilities.

« Level 2: fair value measurements are those derived from inputs other than quoted
prices included within Level 1 that are observable for the asset or liability, either directly
(i.e. as prices) or indirectly (i.e. derived from prices).

« Level 3: fair value measurements are those derived from valuation techniques that
include inputs for the asset or liability that are not based on observable market data

(unobservable inputs).

As at September 30 and June 30, 2017 the Company had no financial instruments
that falls into any of the above category.

CORRESPONDING FIGURES

Comparative information has been re-classified, re-arranged or additionally incorporated
in these financial information, wherever necessary, to facilitate comparison and to
conform with changes in presentation in the current period.

DATE OF AUTHORIZATION FOR ISSUE

This condensed interim financial information have been approved and authorized for
issue on October 27, 2017 by the Board of Directors of the Company.

¥ r

MUHAMMAD YUNUS TABBA MUHAMMAD SOHAIL TABBA MUHAMMAD IMRAN MOTEN

Chairman / Director Chief Executive Officer Chief Financial Officer
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