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We have reviewed the enclosed Statement of Compliance with the best practices contained in the
Public Sector Companies (Corporate Governance) Rules, 2013 (the Rules) prepared by the Board of
Directors of Faisalabad Garment City Company for the year ended June 30, 2023,

The responsibility for compliance with the Rules 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 Rules and report if it does not and to highlight any non-compliance with the
requirements of the Rules. 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 Rules.

As a 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 Rules 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 arm's
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 to 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 Rules as applicable to the Company for the year
ended June 30, 2023.
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Date: October 31,2023 KRESTON & CO.
Place: FAISALABAD Chartered Accountants
UDIN: CR202310475Vus8InQZg Engagement Partner: Syed Aftab Hameed

Office No.1, 2nd Floor, Legacy Tower, Kohinoor City, Faisalabad - Pakistan. Phone; + 92-41-8731632, 8731650
Website: www.krestonhb.com  E-mail: hyderbhimjifsd(@gmail com
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t i ial Statement

Opinion

We have audited the annexed financial statements of Faisalabad Garment City Company (the
Company), which comprise the statement of financial position as at June 30, 2023, and the statement
of income and expenditure, the statement of changes in funds, the statement of cash flowsfor the year
then ended, and notes to the financial statements, including a summary of significant accounting
policies and other explanatory information, and we state that we have obtained all the information and
explanations which, to the best of our knowledge and belief, were necessary for the purposes of the

audit,

In our opinion and to the best of our information and according to the explanations given to us, the
statement of financial position, the statement of income and expenditure, the statement of
changes in funds and the statement of cash flows together with the notes forming part thereof
conform with the accounting and reporting standards as applicable in Pakistan and give the
information required by the Companies Act, 2017 (XIX of 2017), in the manner so required and
respectively give a true and fair view of the state of the Company’s affairs as atJune 30, 2023 and of
the surplus, the changes in funds and its cash flows for the year then ended.

Basis for Opinion

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

Information Other than the Financial Statements and Auditors’ Report Thereon

Management is responsible for the other information. The other information comprises the
information included in the annual report, but does not include the financial statements and our
auditors’ report thereon.

Our opinion on the financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the financial statements, -our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated.
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If, based on the work we have performed, we conclude that there is a material misstatement of this
other information; we are required to report that fact. We have nothing to report in this regard.

Responsibilities of Management and Board of Directors for the Financial Statements

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

In preparing the financial statements, management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management either intends to liquidate the
Company or to cease operations, or has no realistic alternative but to do so.

Board of directors is responsible for overseeing the Company’s financial reporting process.
Auditors’ Responsibilities for the Audit of the Financial Statements

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

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional
judgment and maintain professional skepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error,as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the overrideof internal control.

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

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

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

Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

We communicate with the board of directors regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

Report on Other Legal and Regulatory Requirements

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

a)

b)

c)

d)

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

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

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

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

The engagement partner on the audit resulting in this independent auditors’ report is
Syed Aftab Hameed-FCA.

Date:
Place:
UDIN:

HI"% E{bg [

y
October 31,2023 lglES OX HYDE
Faisalabad CHARTERED ACCOUNTANT
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ASSETS

NON CURRENT ASSETS

Property and equipment
Investment property
Advance for purchase of land
Long term advances

Long term deposits

CURRENT ASSETS

Store inventory

FAISALABAD GARMENT CITY COMPANY

STATEMENT OF FINANCIAL POSITION

AS AT JUNE 30, 2023

NOTE

Advances, prepayments and other receivables

Accrued income
Short term investments
Cash and bank balances

FUNDS AND LIABILITIES

FUNDS

Public sector development fund
Accumulated surplus

NON CURRENT LIABILITIES

Deferred income
Deferred liabilities

CURRENT LIABILITIES

Trade and other payables
Security deposits
Provision for taxation

CONTINGENCIES AND COMMITMENTS

The annexed notes 1 to 32 form an integral part of these financial statements.
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11
12
13
14
15

16
17

18
19

20

-

2023 2022

RUPEES RUPEES
163,401,418 168,403,893
349,727,629 355,280,069
. 7,111,835
2,578,661 694,423
9,372,760 8,350,760
525,080,468 539,840,980
608,974 404,186
14,974,127 3,645,978
26,027,853 3,538,223
150,000,000 150,000,000
58,015,377 62,464,890
249,626,331 220,053,277
774,706,799 759,894,257
690,929,000 690,929,000
11,236,242 1,134,670
702,165,242 695,063,670
27,638,433 30,651,030
19,516,155 15,200,182
47,154,588 45,851,212
984,593 602,160
11,575,352 11,575,352
12,827,024 6,801,863
25,386,969 18,979,375
774,706,799 759,894,257




FAISALABAD GARMENT CITY COMPANY
STATEMENT OF INCOME AND EXPENDITURE

FOR THE YEAR ENDED JUNE 30, 2023

Revenue

Less:

Operating and other expenses

Depreciation on property, plant and equipment
Depreciation on investment property

Other income

Surplus before taxation

Taxation

Surplus / (deficit) after taxation

Other comprehensive income for the year

Total comprehensive surplus / (deficit) for the year

The annexed notes 1 to 32 form an integral part of these financial statements.
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CHIEF EXECUPIVE OFFICER

NOTE

21

22
6.3
7.1

23

24

DIRECTOR

2023 2022
RUPEES RUPEES
71,949,473 66,062,021
52,175,194 43,961,010
7,993,362 8,066,856
12,664,275 13,334,772
72,832,831 65,362,638
(883,358) 699,383
33,448,937 16,189,877
32,565,579 16,889,360
25,464,007 19,164,804
7,101,572 (2,275,444)
7,101,572 (2,275,444)




FAISALABAD GARMENT CITY COMPANY

STATEMENT OF CHANGES IN FUNDS
FOR THE YEAR ENDED JUNE 30, 2023

Public Sector Accumulated

Development Fund Surplus Total
[ R U P E E § ]
Balance as at July 01, 2021 690,929,000 6,410,114 697,339,114
Total comprehensive deficit for the year e (2,275,444) (2,275,444)
Balance as at June 30, 2022 690,929,000 4,134,670 695,063,670
Total comprehensive income for the year - 7,101,572 7,101,572
Balance as at June 30, 2023 690,929,000 11,236,242 702,165,242

The annexed notes 1 to 32 form an integral part of these financial statements.
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b)

FAISALABAD GARMENT CITY COMPANY

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED JUNE 30, 2023

NOTE
CASH FLOWS FROM OPERATING ACTIVITIES
Surplus before taxation

Adjustmients for non cash and other items:

Depreciation on property and equipment
Depreciation on investment property
Provision for gratuity

Finance cost

Profit on bank deposits

Profit on short term investments

Interest income on deposit with SNGPL
Balance written back

Grant from PSDF

Amortization of grant

Income from vocational training
Operating cash flows before working capital changes

Changes in working capital
(Increase) in current assets

Advances, prepayments and other receivables
Store inventory

Increase in current liabilities

Trade and other payables

Cash generated from operations

Finance cost paid

Income tax paid

Profit on bank deposits received

Long term advances paid

Grant from PSDF received

Grant from PDCF Society received

Income from vocational training received
Interest on SNGPL received

Net cash generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Addition in property and equipment
Addition in long term deposits
Addition in investment property
Changes in short term investments
Profit on short term investments

Net cash used in investing activities

Net decrease in cash and cash equivalents (a+b)
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year 15

The annexed notes 1 to 32 form an integral part of these financial statements.
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CHIEF EXECUTIVE OFFICER DIRECTOR

2023 2022
RUPEES RUPEES
32,565,579 16,889,360
10,963,076 11,384,955
12,664,275 13,334,772
4,315,973 5,286,183
15,496 9,000
(9,524,896) (10,077,421)
(23,625,000) (5,801,166)
(171,880) (116,535)
(9,278) -
: (313,607)
(3,012,597) (3,365,747)
(75,000) (139,207)
24,105,748 27,090,587
(10,463,902) (73,302)
(204,788) (12,327)
391,711 95,610
(10,276,979) 9,981
13,828,769 27,100,568
(15,496) (9,000}
(19,438,846) (12,555,672)
10,767,420 9,188,357
(2,748,485) (1,843,397)
2 313,607
: 630,000
75,000 26,707
. 323,850
2,468,362 23,175,020
(5,960,601) (9.519,453)
(1,022,000) (10,200)
. (1,100,000)
- (150,000,000)
64,726 5,736,440
(6,917,875). (154,893,213)
(4,449,513) (131,718,193)
62,464,890 194,183,083
58,015,377 62,464,890




FAISALABAD GARMENT CITY COMPANY
NOTES TO THE FINANCIAL STATEMENTS

1;

2.

' FOR THE YEAR ENDED JUNE 30, 2023

STATUS AND ACTIVITIES

1.1

1.2

1.3

Faisalabad Garment City Company (the Company] was incorporated on 8th May, 2006 under Section 42 of the
repealed Companies. Ordinance, 1984 (new Companies Act, 2017) as a Company Limited by Guarantce
without the addition of word "Limited" to its name. The Company is owned and controlled by the Federal
Government The registered office of the Company is situated at Value Addition City, 1-1/2 km Khurrianwala
Sahianwala Road, Khurrianwala, Faisalabad. The principal object of the Company is to promote, finance,
establish, run, manage, maintain and develop state of art facilities for garments, home textiles, hosiery made-
ups, accessories and allied industry in Textile City of Faisalabad by providing necessary infrastructure to
manufacturers, designers and expaorters, after necessary approvals/sanctions of the Government of Pakistan.

The Board of Directors (the Board) was reconstituted by the Prime Minister of Pakistan vide notification
No.1{9)TID/14-D-1l, dated 23rd June 2017 of Ministry of Textile Industry. The tenure of the Board was
expired on 22nd June 2020 in terms of Rule 3A of the Public Sector Companies (Corporate Governance) Rules,
2013 read with Section 161 of the Companies Act, 2017 which inter alia provide the tenure of three (3) years
being the office holding period of directors of Public Sector Company as well as clause 30 of Articles of
Association of the Company. Upon expiry of the tenure, no notification for reconstitution of the Board was
issued by the Federal Government. However, regarding status of the Board, the legal advisor of the Company
has given his opinion which categorically affirms the validity of the Board in the following words; "The
Directors/Board of Directors of the Company have been reconstituted by the Prime Minister of Pakistan and
no tenure has since been given in the said notification for the said directors/Board of Directors. Moreover, the
provisions of Section 158, 159, 161, 162 and 163 are not applicable to this Company (FGCC). The concerned
Ministry or the Prime Minister of Pakistan has neither passed any notification to restrain the present BODs for
working nor has reconstituted any fresh BODs. In these circumstances we are of the opinion that under
Section 165 (3) of the Companies Act, 2017 the present Directors/Board of Directors of the Company shall
hold office during the pleasure of the nominating body.” Based on the opinion of the legal advisor of the
Company, the Board remained functional and hold their offices for a further period exceeding three years after
the expiry of tenor of the Board.

However, vide notification no. 15(1)/2023-A0s-HR dated: 08-08-2023, the Federal Government, has
reconstituted the Board of Directors for a period of three years, in exercise of powers conferred under Section
1{d}&(e), Section 3, Section 10(2)(a)&(b), Section 12 and Section 13 of the State-Owned Enterprises
{Governance and Operation) Act, 2023 (the Act),

Under rule 5(2) of the Public Sector Companies (Corporate Governance) Rules, 2013, the Board of Directors
are required to evaluate and recommend possible candidates for the position of Chiefl Executive Officer to the
Government for its concurrence for appointment as Chief Executive of the Company. The Company was
granted approval for relaxation from the appointment of chief executive separate from the chairman, by the
Securities and Exchange Commission of Pakistan (SECP) as required under Rule 4(I) of Public Sector
Companies (Corporate Governance) Rules, 2013 for one year ie, 2019. An application for
relaxation/exemption for the appointment of chief executive officer (CEO) was submitted to SECP for a period
of two years ie, uptil 2021. Afterwards, Ministry of Textile vide letter no. 1(9)TID/14-DEV-Il dated 6th
November 2020 directed the Company to start the process of appointment of a separate CEQ within the
period of one month and Ministry of Commerce vide letter no. 1(9)TID/14-Dev dated 19 January 2021,
directed the Company to complete the process within the period of three months but the process could not be
completed.

Further, the Ministry of Commerce vide letter no, 1(9)TID-14/Dev-HAQs-HR dated 28th November 2022
directed to assign the function of the CEO to any director in the Board of Directors of the Company without
any remunerative benefits on temporary basis as a stopgap arrangement and if the financial health of the
Company allows, the Company may appoint a permanent Chief Executive Officer by following the due process
as per MP policy dated 12-01-2021. However, the Board of Directors in its meeting held on 20th March, 2023
appointed one of the directors in the Board as Chief Executive Officer without any remuneration.

BASIS OF PREPARATION

21

Statement of compliance

These financial statements have been prepared in accordance with the accounting and reporting standards as
applicable in Pakistan. The accounting and reporting standards applicable in Pakistan comprise of;
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2.2

2.3

- International Financial Reporting Standards (IFRSs) issued by the International Accounting Standards
Board (1ASB) as notified under the Companies Act, 2017;

- Accounting Standard for Not for Profit Organizations (Accounting standard for NPOs) issued by the
Institute of Chartered Accounts of Pakistan (ICAP) as notified under the Companies Act, 2017; and

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

Where provisions of and directives issued under the Companies Act, 2017 differ from the IFRSs or the
Accounting Standard for NPOs, the provisions of and directives issued under the Companies Act, 2017 have
been followed.

Basis of measurement

These financial statements have been prepared under the historical cost convention except as otherwise
stated in the respective policy notes,

Functional and presentation currency

These financial statements are presented in Pakistani Rupee which is also the Cempa ny's functional currency.

NEW AND REVISED STANDARDS, INTERPRETATIONS AND PRONOUNCEMENTS

3.1

Standards, interpretations and amendments to approved accounting standards which became
effective during the year

There were certain amendments and improvements to accounting and reporting standards which became
effective during the year. The Company has adopted the following amendments and improvements to
accounting and reporting standards which became effective for the current vear:

- Amendment to IAS 16 ‘Property, Plant and Equipment’ - Proceeds before Intended Use [effective
for annual period beginning on or after January 01, 2022):

The amendment prohibit deducting from the cost of an item of property, plant and equipment any
proceeds from selling items produced while bringing that asset to the location and condition necessary for
it to be capable of operating in the manner intended by Inanagement. Instead, an entity recognizes the
proceeds from selling such items, and the cost of producing those items, in profit orloss,

- Amendment to JAS 37 ‘Provisions, Contingent Liabilities and Contingent Assets’ - Onerous
Contracts - Cost of Fulfilling a Contract (effective for annual peried beginning on or after January
01,2022):

The amendment specify that the 'cost of fulfilling’ a contract comprises the ‘costs that relate directly to the
contract’. Costs that relate directly to a contract can either be incremental costs of fulfilling that contract
(examples would he direct labour, materials) or an allocation of other costs that relate directly to fulfilling
contracts (an example would be the allocation of the depreciation charge for an item of property, plant
and equipment used in fulfilling the contract).

- Amendments to IFRS 3, ‘Business Combinations’ - Reference to the Conceptual Framework
(effective for the Company's annual period beginning on January 01, 2022):

The amendments are intended to replace a reference to the Framework for the Preparation and
Presentation of Financial Statements, issued in 1989 with a reference to the Conceptual Framework for
Financial Reporting, that was issued in March 2018, without significantly changing its requirements. In
addition, the Board added an exception to the recognition principle of IFRS 3 to avoid the issue of
potential ‘day 2’ gains or losses arising for liabilities and contingent liabilities and it clarified existing
guidance in [FRS 3 for contingent assets.

- Annual hinprovements to IFRS Standards 2018-2020 Cycle. The new cycle of improvements
addresses improvements to following approved accounting standards (effective for annual period
beginning on or after January 01, 2022):

- IFRS 1 First-time Adoption of International Financial Reporting Standards: This amendment
simplifies the application of IFRS 1 for a subsidiary that becomes a first-time adopter of IFRS
Standards later than its parent - i.e. if a subsidiary adopts IFRS Standards later than its parent and
applies IFRS 1.D16(a), then a subsidiary may elect to measure cumulative translation differences
for all foreign operations at amounts included in the consolidated financial statements of the
parent, based on the parent’s date of transition to IFRS Standards.
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3.2

- IFRS 9 Financial Instruments: The amendment clarifies which fees an entity includes when it
applies the '10 percent’ test in assessing whether to derecognize a financial liability, An entity
includes only fees paid or received between the entity (the borrower) and the lender, including
fees paid or received by either the entity or the lender on the ather's behalf.

- IAS 41 Agriculture: The amendment removes the requirement for entities to exclude cash flows
for taxation when measuring the fair value of a biclogical asset using a present value technique,
This will ensure consistency with the requirements in IFRS 13 - Fair Value Measurement.

The adoption of above amendments and improvements did not have material effect on the accounting
policies and these financial statements. -

Standards, interpretations and amendments to approved accounting standards that are issued but not
yet effective and have not been early adopted by the Company

The following amendments and improvements with respect to the approved accounting standards as
applicable in Pakistan would be effective from the dates mentioned below and have not been adopted early by
the Company.

Amendments to IAS 1, ‘Presentation of financial statements’ and IFRS Practice Statement 2-
Disclosure of Accounting Policies (effective for the Company's annual period beginning on January
01, 2023):

The amendments require that an entity discloses its material accounting policies, instead of its significant
accounting policies. Further amendments explain how an entity can identify a material accounting policy.
Examples of when an accounting policy is likely to be material are added. To support the amendment, the
Board has also developed guidance and examples to explain and demonstrate the application of the ‘four-
step materiality process’ described in IFRS Practice Statement 2.

Amendments to IAS 1, 'Presentation of financial statements’ - Classification of Liabilities as
Current or Non-current (effective for the Company's annual period beginning on January 01,
2023):

The amendments specify that the conditions which exist at the end of the reporting period are those
which will be used to determine if a right to defer settlement of a liability exists. Management
expectations about events after the reporting date, for example on whether a covenant will be breached,
or whether early settlement will take place, are not relevant. The amendments clarify the situations that
are considered for settlement of a liability.

Amendments to IAS 8, ‘Accounting policies, changes in accounting estimates and errors’ -
Definition of Accounting Estimates (effective for the Company's annual period beginning on
January 01, 2023):

The amendments replace the definition of a change in accounting estimates with a definition of accounting
estimates. Under the new definition, accounting estimates are “monetary amounts in financial statements
that are subject to measurement uncertainty”. Entities develop accounting estimates if accounting policies
require items in financial statements to be measured in a way that involves measurement uncertainty.
The amendments clarify that a change in accounting estimate that results from new information or new
developments is not the correction of an error.

IAS 12 Income Taxes -Amendments regarding deferred tax on leases and decommissioning
obligations (Effective for annual periods beginning on or after January 01, 2023)}:

The main change in Deferred Tax related to Assets and Liabilities arising from a Single Transaction
(Amendments to IAS 12) is an exemption from the initial recognition exemption provided in 1AS 12.
Accordingly, the initial recognition exemption does not apply to transactions in which equal amaunts of
deductible and taxable temporary differences arise on initial recagnition.

Amendments to IFRS 16, 'Leases’ - Sale and leaseback transactions (Effective for annual periods
beginning on or after January 01, 2024):

Amendments impact how a seller-lessee accounts for variable lease payments that arise in a sale-and-
leaseback transaction. On initial recognition, the seller-lessee includes variable lease payments when it
measures a lease liability arising from a sale-and-leaseback transaction. After initial recognition, the seller-
lessee applies the general requirements for subsequent accounting of the lease liability such that it
recognizes no gain or loss relating to the right of use it retains. The amendments introduce a new
accounting model for variable payments and will require seller-lessees to reassess and potentially restate
sale-and-leaseback transactions entered.
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The Company expects that the adoption of the above amendments and improvements to the standards will
have no material effect on the Company's financial statements, in the period of their initial application.

Further, the following new standards have been issued by the International Accounting Standards
Board (IASB), which are yet to be notified by the Securities and Exchange Commission of Pakistan
(SECP), for the purposes of their applicability in Pakistan:

IFRS-1 ‘Firsttime adoption of [nternational Financial Reporting Standards’.
IFRS - 17 ‘Insurance Contracts'.
USE OF ESTIMATES AND JUDGMENTS

The preparation of financial statements in conformity with the approved accounting standards, as applicable in
Pakistan, requires management to make judgments, estimates and assumptions that affect the application of
accounting policies and the reported amounts of assets, liabilities, income and expenses.

The estimates and associated assumptions are based on historical experience and various other factors that are
believed to be reasonable under the circumstances, the results of which farm the basis of making judgments about
carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may differ from
these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognized in the period in which the estimate is revised if the revision affects only that period or in the period of the
revision and future periods if the revisian affects both current and future periods.

The areas where various assumptions and estimates are significant to the Company's financial statements or where
judgment was exercised in application of accounting policies are as follows:

Estimate of useful life of property, plant and equipment - note 5.1
Impairment of non financial assets - note 5.7

Taxation - note 5.11

Provisions - note 5,12

Contingencies - note 5.13

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these financial statements are set out below. These
policies have been consistently applied to all the years presented, unless otherwise stated in the respective notes,

5.1 Property and equipment

Operating fixed assets are stated at cost less accumulated depreciation and accumulated impairment, if any.
Cost in relation to fixed assets signifies historical cost. Historical cost includes expenditures that are directly
attributable to the acquisition or construction of assets.

Subsequent costs are included in the asset's carrying amount or recognized as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with such costs will flow to the
entity and such costs can be reliably measured. Cost incurred to replace a component of an item of the fixed
assets is capitalized and the asset so replaced is retired from use, Normal repair and maintenance costs are
charged to statement of income and expenditure during the period in which thiese are incurred,

Depreciation is charged to income and expenditure statement applying the reducing balance method $o as to
write off the historical cost / depreciable amount of the assets over their expected useful life at the rates
mentioned in note 6.1 of these financial statements. '

Depreciation on additions during the year is charged from the month the asset is available for use while no
depreciation is charged in the month in which the asset is disposed off. The residual values and useful lives of
assets are reviewed by the management at each financial year end and adjusted if impact on depreciation is
significant.

Any gain or loss on disposal of assets is included in statement of income and expenditure in the year in which
the assets are derecognized.

52 Investment property

Property not held for own use or for sale in the ordinary course of business is classified as investment
property. The investment property of the Company comprises of land and building and is valued using the
cost model Le, at cost less accummulated depreciation and identified impairment loss, if any, except for land
which is stated at cost,
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5.3

5.4

5.6

5.7

5.8

Depreciation is charged to income and expenditure statement by applying the reducing balance method at the
rates specified in note 7.1 to these financial statements so as to write off the depreciable amount over its
estimated useful life. Depreciation on additions during the year is charged from the month in which a property
is acquired or capitalized while no depreciation is charged for the month in which the property is disposed off.

The residual values and useful lives of investment property are reviewed at each financial year end and
adjusted if impact on depreciation is significant.

The gain or loss on disposal of investment property represented by the difference between the sale proceeds
and the carrying amount of asset is recognized as income or expense in the year in which the asset is disposed
off.

Capital work in progress

Capital work in progress is stated at cost less accumulated impairment in value, if any. All expenditures
connected with specific assets incurred during installation and construction period are carried under capital
work-in-progress. These specific assets are transferred to operating fixed assets as and when these assets are
available for intended use,

Store inventory

Inventory is valued at moving average cost, except items in transit which are stated at cost, comprising
invoice values plus other charges paid thereon. Provision is made for slow moving and obsolete store items
when so identified.

Loans, advances, prepayments and other receivables

Loans, advances, prepayments and other receivables are initially recognized at fair value and subsequently
carried at amortized cost which approximate fair value of the consideration receivable, less any allowance for
expected credit losses.

The Company has applied the simplified approach to measuring expected credit losses, which uses a lifetime
expected loss allowance.

Loans, advances, prepayments and other receivables considered irrecoverable are written off.
Cash and cash equivalents

Cash and cash equivalents comprise of cash and cheques in hand and at banks and include short term highly
liquid investments. The cash and cash equivalents are readily convertible to known amount of cash and are
subject to insignificant risk of change in value.

Impairment of non financial assets

The carrying amounts of the Company’s non-financial assets are reviewed at each reporting date to determine
whether there is any indication of impairment. If any such indication exists then the asset's recoverable
amount is estimated.

An impairment loss is recognized if the carrying amount of an asset or its. cash-generating unit exceeds its
recoverable amount. A cash-generating unit is the smallest identifiable asset group that generates cash flows
that largely are independent from other assets and groups. '

Impairment losses are recognized in statement of income and expenditure, Impairment losses recugﬁized in
respect of cash-generating units are allocated first to reduce the carrying amount of any goodwill allocated to
the units and then to reduce the carrying amount of the ather assets of the unit on a pro-rata basis.
Impairment losses on goodwill shall not be reversed.

An impairment loss is reversed if there has been a change in the estimates used to determine the recoverable
amount. An impairment loss is reversed only to the extent that the asset's carrying amount does not exceed
the carrying amount that would have heen determined, net of depreciation or amaortization, if no impairment
loss had been recognized. Prior impairments of non-financial assets (other than goodwill) are reviewed for
possible reversal at each reporting date,

Deferred income

Amounts received as grant in aid from Government and other agencies for the development of specific assets
are recognized at their fair value where there is a reasonable assurance that the grant will be received and the
Company will comply with all attached conditions. Grants relating to costs are deferred and recognized in the
income and expenditure over the period necessary to match them with the costs that they are intended to
compensate. Grants relating to the fixed assets are included in non current liabilities as deferred income and
are credited to income and expenditure on a straight-line basis over the expected lives of the related assets.
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5.9

5.10

511

5.12

5.13

5.14

5.15

5.16
5.16.1

Staff retirement benefits

Defined benefit plan

The Company operates an funded gratuity scheme for its employees who have completed the qualifying
period as defined under the respective scheme. The amount of Hability for each employee at year end is
computed by number of years completed multiplied by the last drawn monthly salary. The difference between
the current and the previous liability net of payment made during the year is charged to income as an expense
for the year.

Trade and other payables

Liabilities for trade and other payables are carried at their amortized cost, which approximate fair value of the
consideration to be paid in future for goods and services received, whether or not billed to the Company.
Taxation

Provision for current tax is based on the taxable income for the period determined in accordance with the
prevailing law for taxation of income. The charge for current tax is calculated using prevailing tax rates or tax
rates expected to apply to the surplus for the period if enacted. The charge for current tax also includes
adjustments, where considered necessary, to provision for tax made in previous years arising from
assessments framed during the period for such years.

Deferred tax is accounted for using the statement of financial position method, where applicable.

Provisions

Provisions are recognized when the Company has a present, legal or constructive obligation as a result of past
event and it is probable that an outflow of economic resources embodying economic benefits will be required
to settle the obligation and a reliable estimate can be made of the amount of the obligation. Provisions are
reviewed periodically and adjusted to reflect the current best estimates.

Contingencies

The assessment of the contingencies inherently involves the exercise of significant judgment as the outcome
of the future events cannat be predicted with certainty. The Company, based on the availability of the latest
information, estimates the value of contingent assets and liabilities, which may differ on the occurrence/ non-
occurrence of the uncertain future event(s),

Revenue recognition

- Rental income is recognized as revenue on accrual basis.

- Profit on bank deposits is accounted for on time propartionate basis using effective rate of interest method.
- Qther revenues are recorded on accrual basis.

Related party transactions

Transactions with related parties are executed at arms' length basis under the pricing method approved by
the Board of Directors.

Financial instruments
Financial assets

A financial asset is measured at amortized cost if it is held in order to collect contractual cash flows which
arise on specified dates and that are ‘solely payment of principal and interest (SPP1)' on the principal amount
outstanding. A debt investment is measured at fair value through other comprehensive income (FVOCI) ifitis
held in order to collect contractual cash flows which arise on specified dates that are solely principal and
interest and as well as selling the asset on the basis of its fair value, All other financial assets are classified and
measured at fair value through profit or loss (FVPL) unless the Company makes an irrevocable election on
initial recognition to present gains and losses on equity instruments in other comprehensive income. Despite
these requirements, a financial asset may be irrevocably designated as measured at FVPL to reduce the effect
of, or eliminate, an accounting mismatch.

A. Classification and measurement of financjal assets
Investments and other financial assets
Classification:

The Company classifies its financial assets in the following measurement categories:
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- those to be measured subsequently at fair value (either through other comprehensive income, or
through income and expenditure), and

- those to be measured at amortized cost

The classification depends on the Company’s business model for managing the financial assets and the
contractual terms of the cash flows. In order for a financial asset to be classified and measured at
amortized cost or fair value through OCl it needs to give rise to cash flows that are 'solely payments of
principal and interest (SPPI)’ on the principal amount outstanding. This assessment is referred to as the
SPPI test and is performed at an instrument level. The Company’s business model for managing financial
assets refers to how it manages its financial assets in order to generate cash flows.

For assets measured at fair value, gains and losses will either be recorded in income and expenditure
statement or other comprehensive income. For investments in debt instruments, this will depend on the
business model in which the investment is held. For investments in equity instruments, this will depend
on whether the Company has made an irrevocable election at the time of initial recognition to account for
the equity investment at fair value through other comprehensive income. The Company reclassifies debt
investments when and only when its business model for managing those assets changes.

Measurement:

At initial recognition, the Company measures a financial asset at its fair value plus, in the case of a
financial asset not at FVPL, transaction costs that are directly attributable to the acquisition of the
financial asset. Transaction costs of financial assets carried at PVPL are expensed in income and
expenditure statement.

Financial assets with embedded derivatives are considered in their entirety when determining whether
their cash flows are solely payment of principal and interest.

Debt instruments

Subsequent measurement of debt instruments depends on the Company’s business model for managing
the asset and the cash flow characteristics of the asset. There are three measurement categories into
which the Company classifies its debt instruments:

Amortized cost

Financial assets that are held for collection of contractual cash flows where those cash flows represent
solely payments of principal and interest are measured at amortized cost. Interest income from these
financial assets is included in other income using the effective interest rate method. Any gain or loss
arising on derecognition is recognized directly in income and expenditure statement and presented in
other income / (other expenses) together with foreign exchange gains and losses. Impairment losses are
presented as separate line item in the income and expenditure statement.

Fair value through other comprehensive income (FVOCI)

Financial assets that are held for collection of contractual cash flows and for selling the financial assets,
where the assets’ cash flows represent solely payments of principal and interest, are measured at FVOCL
Movements in the carrying amount are taken through other comprehensive income, except for the
recognition of impairment losses (and reversal of impairment losses), interest income and foreign
exchange gains and losses which are recognized in income and expenditure statement, When the financial
asset is derecognized, the cumulative gain or loss previously recognized in other comprehensive income is
reclassified from equity to income and expenditure statement and recognized in other income / [other
expenses), Interest income from these financial assets is included in other income using the effective
interest rate method. Impairment losses are presented as separate line item in the income and
expenditure statement.

Fair value through profit or loss (FVPL)

Financial assets at FVPL include financial assets held for trading, financial assets designated upon initial
recognition at FVPL, or financial assets mandatorily required to be measured at fair value, Financial assets
are classified as held for trading if they are acquired for the purpose of selling or repurchasing in the near
term. Financial assets with cash flows that are not solely payments of principal and interest are classified
and measured at fair value through income and expenditure statement, irrespective of the business
model. Notwithstanding the criteria for debt instruments to be classified at amortized cost or at FVOCI, as
described above, debt instruments may be designated at FVPL on initial recognition if doing so eliminates,
or significantly reduces, an accounting mismatch,

Financial assets at FVPL are carried in the statement of financial position at fair value with net changes in
fair value recognized in the income and expenditure statement.
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B. Derecognition:

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial
assets) is primarily derecognized when:

The rights to receive cash flows from the asset have expired, or

The Company has transferred its rights to receive cash flows from the asset or has assumed an obligation
to pay the received cash flows in full without material delay to a third party under a ‘pass-through’
arrangement; and either (a) the Company has transferred substantially all the risks and rewards of the
asset, or (b) the Company has neither transferred nor retained suhstant}ally all the risks and rewards of
the asset, but has transferred control of the asset.

When the Company has transferred its rights to receive cash flows from an asset or has entered into a
pass-through arrangement, it evaluates if, and to what extent, it has retained the risks and rewards of
ownership.

When it has neither transferred nor retained substantially all of the risks and rewards of the asset, nor
transferred control of the asset, the Company continues to recognize the transferred asset to the extent of
its continuing involvement. In that case, the Company also recognizes an associated lability. The
transferred asset and the associated liability are measured on a basis that reflects the rights and
obligations that the Company has retained.

Continuing invelvement that takes the form of a guarantee over the transferred asset is measured at the
lower of the original carrying amount of the asset and the maximum amount of consideration that the
Company could be required to repay.

C. Impairment:

The Company record an allowance for a forward-looking expected credit loss (ECL) approach for all loans
and other debt financial assets not held at FVPL.

ECLs are based on the difference between the contractual cash flows due in accordance with the contract
and all the cash flows that the Company expects to receive. The shortfall is then discounted at an
approximation to the asset’s original effective interest rate.

For receivables, the Company has applied the standard's simplified approach and has calculated ECLs
based on lifetime expected credit losses. The Company has established a provision matrix that is based on
the Company's historical credit loss experience, adjusted for forward-looking factars specific to the
receivables and the economic environment. However, in certain cases, the Company may also consider a
financial asset to be in default when internal or external information indicates that the Company is
unlikely to receive the outstanding contractual amounts in full before taking into account any credit
enhancements held by the Company.

5.16.2 Financial liabilities

A. Classification and measurement:

Financial liabilities at amortized costs are initially measured at fair value minus transaction costs.
Financial liabilities at FVPL are initially recognized at fair value and transaction costs are expensed in the
income and expenditure. '

Financial liabilities, other than those at FVPL, are subsequently measured at amortized cost using the
(EIR) effective interest rate method.

B. De itio

A financial liability is derecognized when the obligation under the liability is discharged or cancelled or
expires. When an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange or
modification is treated as the derecognition of the ariginal liability and the recognition of a new liability.
The difference in the respective carrying amounts is recognized in the income and expenditure statement.

5.16.3 Offsetting of financial assets and liabilities
Financial assets and financial liabilities are set off and the net amount is reported in the financial statements

when there is a legally enforceable right to set off and the company intends either to settle on a net basis, or to
realize the assets and to settle the liabilities simultaneously.
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10,

11.

12.

13.

ADVANCE FOR PURCHASE OF LAND

Advance for purchase of land

LONG TERM ADVANCES
Considered good - Secured

Advances to employees

9.1 Advances to employees

Opening balance

Disbursed during the year

Received during the year

Current portion of advances to employees

9.1.1 These are secured against staff retirement henefits.

LONG TERM DEPOSITS

Security deposits - considered good:

Faisalabad Electric Supply Company (FESCO)
Sui Northern Gas Pipelines Limited (SNGPL)

Atlantis Water
NAYATEL

NOTE

7.1.1

9.1

12

10.1

2023 2022
RUPEES RUPEES

- 7,111,835
2,578,661 694,423
3,290,615 1,447,218
6,865,000 4,425,462

(4,116,515) (2,582,065)
6,039,100 3,290,615
(3,460,439) (2,596,192)
2,578,661 694,423
5,787,560 5,787,560
3,572,000 2,550,000
3,000 3,000
10,200 10,200
9,372,760 8,350,760

10.1  This represents deposit with Sui Northern Gas Pipelines Limited for supply of natural gas to the Company. It is subject to
mark up at the rate of 1 year KIBOR minus 3% per annum or Fixed rate of 5% per annum whichever is lower,

STORE INVENTORY

FETI store
Loose tools

11.1

327,160 122,372
281,814 281,814
608,974 404,186

11,1 This represents the inventory received as non monetary grant from PSDP for Female Exclusive Training Institute (FETI).

ADVANCES, PREPAYMENTS AND OTHER RECEIVABLES

Considered good

Advances:

Current portion of advances to employees

Prepayments:
Prepaid insurance
Others

Other receivables:
Rent and dues from tenant
Employee claim

ACCURED INCOME

Interest on deposits with SNGPL
Accrued profit on bank depaosits
Profit on short term investments

i

20.1

10.1

3,460,439 2,596,192
479,827 482,048
16,410 9,531
10,853,264 558,207
164,187 -
14,974,127 3,645,978
288,415 116,535
2,114,438 3,356,962
23,625,000 64,726
26,027,853 3,538,223




14. .

15.

16.

17.

2023 2022

NOTE RUPEES RUFPEES
SHORT TERM INVESTMENTS
Term Deposit Receipts (TDRs) - Amortized cost:
Habib Metropolitan Bank Limited 141 150,000,000 150,000,000

14.1  This represents investment in Habib Metropolitan Bank Limited (HMBL)'s PLS Term Deposit Receipts under Time deposit
for une year. Profit is receivable after maturity basis at the rate of 15.75% per annum.

CASH AND BANK BALANCES
Cash in hand : 1,818 996
Cash at banks
in current accounts [ 7,084 L 20,838
in deposit accounts 15.1 & 15.2 58,006,475 62,443,056
58,013,559 62,463,894
58,015,377 62,464,890

151  Rate of return on deposit accounts ranges from 12.25% to 20.05% per annum (2022: 6.70% to 13.75% per annum).
152  Itincludes amount of Rs. 15.20 million (2022: Rs. 9.93 million) in represents of staff gratuity fund account,

DEFERRED INCOME

Grant balance as at 01, July

Punjab Day Care Fund Society (PDCF Society) 16.1 1,058,831 1,106,479

Public Sector Development Programme (PSDP) S [ 2,137,658 2,365,977

Japan International Cooperation Agency (JICA) ' L 27,454,541 30,544,321
30,651,030 34,016,777

Amortization of grant

Day care assets 6.3 (42,883) (47,648)

Female Exclusive Training Institute (FETT) assets 6.3 (2,969,714) L (3,318,099}
(3,012,597) (3,365,747)

Closing balance 27,638,433 30,651,030

16,1 This represents grant received from Punjab Day Care Fund Society (PDCF), Directorate of Women Development, Lahore.
The purpose of the fund is establishment of day care center to support working women by making workplace woman
friendly through availability of quality and convenient child care. The PDCF Society assist in establishment of day care
center by providing financial support to the Company for establishment of day care center. The amount of funds
transferred had been initially recognized in non-current labilities as a deferred grant income. There are no unfulfilled
conditions or other contingencies attaching to these grants (Refer note 6.2).

162  This represents non-monetary grants received from Public Sector Development Programme (PSDP) and Japan
[nternational Cooperation Agency (JICA) for establishment of Female Exclusive Training Institute (FETI). According to PC-
1 (training center] JICA had to provide necessary machinery and PSDP to born all the expenses and also to supervise the
project for two years. The project FETI had been handed over to the Company on November 15, 2019, The amount of non-
monetary assets transferred {refer note no 6.2 and note 11) had been initially recognized in non-current liabilities as a
deferred grant income. There are no unfulfilled conditions or other contingencies attaching to these grants,

2023 2022
NOTE RUPEES RUPEES
DEFERRED LIABILITIES
Staff retirement gratuity 17.2 19,516,155 15,200,182

17.1  The Company operates an unfunded gratuity scheme, which provides retirement benefits for all employees of the
Company who attain the minimum qualifying period.

17.2  Reconciliation of staff retirement benefits is as follows:

Opening balance 15,200,182 9,913,999
Add: provision for'the year 17.3 4,315,973 5,286,183
19,516,155 15,200,182

Less: payments made during the year - -
Closing balance 19,516,155 15,200,182

17.3  Provision for the year has been allocated as under:

Operating and other expenses 22 3,323,683 4,039,710
FET! expenses 22.2 992,290 1,246,473
i”gf% 2 e 4,315,973 5,286,183




18.

19,

20.

21.

22,

2023 2022

NOTE RUPEES RUPEES
TRADE AND OTHER PAYABLES
Accrued expenses 590,089 561,047
Other payables 394,504 41,113
984,593 602,160
SECURITY DEPOSITS
Security deposits against rented buildings 19.1 11,575,352 11,575,352

19.1  This represents securities received from tenants under cancelable lease arrangements. These are interest free and kept in
separate bank account maintained for that purpose as required under Section 217(2) of the Companies Act, 2017. It has
not been utilized and kept intact.

CONTINGENCIES AND COMMITMENTS
20.1  Contingencies

An ex-employee of the Company had filed petitions against the Company for his outstanding dues and injury
compensation, in the Court of Authority under Payment of Wages Act, 1936 and Court of Compensation Commissioner,
Faisalabad. During the year, the Court of Authority under Payment of Wages Act, 1936 has partially accepted the claim of
the employee and directed the Company to deposit the decretal amount of Rs. 164,187/- in the Court so that it could be
distributed to the applicant employee. Accordingly, the Company has paid the sald amount to the Court.

However, the Company being dissatisfied, has filed an appeal in the Punjab Labour Court No. [V, Faisalabad, praying to set
aside the impugned order of the Court of Authority under Payment of Wages Act, 1936 and to dismiss the petition filed by
the employee, which is pending adjudication. The legal advisor of the Company is of the view that there is every likely
hood that appeal will be decided in favour of the Company. The management is expecting favorable outcome so the
amount paid in the Court of Authority under Payment of Wages Act has been booked as employee claim receivable in note.
12 of these financial statements,

20.2 Commitments

There are no commitments at the reporting date which need to be disclosed in these financial statements,

REVENUE

Rental income - building

211

71,949473

66,062,021

211 The buildings are rented out according to the Public Procurement Rules (PPR), under cancellable lease arrangement.

OPERATING AND OTHER EXPENSES

Salaries and benefits 20,864,544 19,065,843
Staff retirement gratuity 17.3 3,323,683 4,039,710
Electricity and power 1,395,641 1,133,554
Postage and telecommunication 459,143 374,092
Water and sewerage 87,540 90,320
Entertainment 205,616 131,897
Repairs and maintenance 744,798 734,674
Printing and stationery 246,500 244,095
Vehicle running and maintenance 520,625 196,859
Travelling and conveyance 1,807,796 636,265
Horticulture/ gardening 398,361 348,674
Fee and taxes 131,815 480,235
Legal and professional charges 2,071,987 1,644,963
Auditors’ remuneration 221 142,223 132,300
Insurance 1,050,381 1,046,368
Meeting expenses 112,864 91,091
Advertisement - 139,423
Bank charges 15,496 9,000
Oifice utilities 46,799 42,020
Others 11,260 24,940
FETI expenses - net 22.2 18,538,122 13,354,687
52,175,194 43,961,010

22.1  Auditors’ remuneration
Annual audit fee 101,588 94 500
Tax consultancy 40,635 37,800
}z%{ék 142,223 132,300




23.

24.

25,

2023 2022
NOTE RUPEES RUPEES
22.2 FETI Expenses - net
FETI store consumed 22.2.1 283,137 47,873
Salaries and benefits 11,680,452 | 8,728919
Staff retirement gratuity 17.3 992,290 1,246,473
Travelling expenses 2,206,309 1,166,129
Student's uniform & stipend 1,289,952 1,193,170
Electricity and power 1,639,306 448,963
Repairs and maintenance 261,796 430,805
Printing and stationery 47,890 89,205
Vehicle running and maintenance = 211,882
Advertisement 132,000 71,050
Depreciation on FET] assets 6.3 2,969,714 3,318,099
Other expenses 4,590 33,825
21,507,836 16,986,393
Less: FETI Grants
Grant from Punjab Skills Development Fund {PSDF) - {313,607)
Amortization of deferred income 16 (2,969,714) {3.318,099)
(2,969,714) (3,631,706)
Net Expenses 18,538,122 13,354,687
22.2.1 FETI store consumed
Opening balance 122,372 110,045
Material purchased 487,925 60,200
610,297 170,245
Closing balance (327,160) (122,372)
283,137 47,873
OTHER INCOME
Income from financial assets
Profit on bank deposits 9,524,896 10,077,421
Profit on short term investments 14.1 23,625,000 5,801,166
Interest income on deposit with SNGPL 171,880 116,535
Income from non-financial assets and others
Sale of tender documents - 8,000
Amortization of deferred income - Day care 16 42,883 47,648
Income from vocational training 75,000 139,207
Balance written back 9,278 .
33,448,937 16,189,977
TAXATION
Current 24.1 25,464,007 19,164,804
24.1  The provision for cwrrent taxation is made using prevailing tax rates under Income tax ordinance, 2001, after

incorporating tax credits and rebates, if any. Provision for deferred tax is not required as there are no temporary
differences that are expected to arise in the foreseeable future.

REMUNERATION OF CHAIRMAN AND EXECUTIVES

30 June 2023 30 June 2022
Chairman Executives Chairman Executives
NOTE [ RUPETES S )] [ R UPEES ]

Vehicle running allowance 25.1 1,087,660 - 763,509 s
Number 1 - 1

251  Itrepresents Rs. 10 per km (2022: Rs. 10 per km) paid to the Chairman to meet running expenses of his car provided by
the Company as well as repair and maintenance expenses of the car.

25.2  During the year no employee of the Company falls in the definition of executive as per requirement of the Companies Act,

2017.



26.

7.

NUMBER OF EMPLOYEES 2023 2022

Average number of employees during the year 39 39

Number of employees at end of the year 39 39

FAIR VALUE OF FINANCIAL INSTRUMENTS

The carrying values of the financial assets and financial liabilities approximate their fair values. Fair value is the amount for which
an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in an arm's length transaction.

Fair value hierarchy

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

Underlying the definition of fair value is the presumption that the company is a going concern and there is no intention or
requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

A financial instrument is regarded as quoted in an active market if quoted prices are readily and regularly available from an
exchange dealer, broker, industry group, pricing service, or regulatory agency, and those prices represent actual and regularly
occurring market transactions on an arm’s length basis.

[FRS 13 'Fair Value Measurement’ requires the company to classify fair value measurements and fair value hierarchy that reflects
the significance of the inputs used in making the measurements of fair value hierarchy has the following levels:

Level 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities,

Level 2 - Inputs other than quoted prices included within level 1 that are observable for the asset or liahility, either dn'ect!y or
indirectly (that is, derived from prices).

Level 3 - Inputs for the asset or liability that are not based on observable market data (that is, unadjusted) inputs.

Transfer between levels of the fair value hierarchy are recognized at the end of the reporting period during which the changes
have occurred.

The following table shows the carrying amounts and fair values of financial assets and financial liabilities, including their levels in
the fair value hierarchy. It does not include fair value information for financial assets and financial liabilities not measured at fair
value if the carrying amount is a reasonable approximation of fair value.



28.

28.1

28.1.1

28.1.2

28.1.3

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Company finances its operations through a mix of funds received from Government and working capital management
with a view to maintaining an appropriate mix between various sources of finance to minimize risk. The Company's finance
department oversees the management of these risks and provide assurance to the Company's senior management that the
Company's financial risk-taking activities are governed by appropriate policies and procedures and that financial risks are
identified, measured and managed in accordance with Company policies and risk appetite,

The Company has exposures to the following risks from its use of financial instruments:

- Market risk
- Creditrisk
- Liquidity risk
Market risk
Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of changes in

market prices, Market risk comprises interest rate risk, currency risk and other price risk such as equity risk. The sensitivity
analysis in the following sections relate to the position as at June 30, 2023 and 2022.

Interest rate risk:

Interest rate risk represents the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market interest rates. Majority of the interest rate exposure arises from deposit with SNGPL, investments in term
deposit receipts and balances in deposit accounts.

At the reporting date, the interest rate profile of the Company’s interest bearing financial instruments is as follows:

2023 2022
RUPEES RUPEES
Fixed rate instruments
Short term investments 150,000,000 150,000,000
Variable rate instruments
Security deposit with SNGPL 3,572,000 2,550,000
Bank balances in deposit accounts 58,006,475 52.443,355

Fair value sensitivity analysis for fixed rate instruments

The Company does not account for any fixed rate financial assets and liabilities at FVPL, Therefore, a change in interest rate
at the reporting date would not affect income and expenditure statement of the Company.

Cash flow sensitivity analysis for variable rate instruments

The following analysis demonstrates the sensitivity to a change in interest rates of 1%, with all other variables held constant,

of the Company's profit before tax. This analysis is prepared assuming the amounts of floating rate instruments outstanding
at reporting date were outstanding for the whole vear,

2023 2022
RUPEES RUPEES
Effect on income and expenditure of an increase in interest rate for deposit with
SNGPL ! 35,720 25,500
Effect on income and expenditure of an increase in interest rate for balances in
deposit accounts ' 580,065 624,431
615,785 049,931

Decrease in interest rates at June 30 would have had the equal but opposite effect of these amounts. Sensitivity analysis has
been prepared on symmetric basis,

Currency risk / Foreign Exchange risk:

Currency risk is the risk that the fair value or future cash flows of a financial instrument, will fluctuate because of changes in
foreign exchange rates. Foreign currency risk arises mainly where receivables and payables exist due to foreign currency

t_ranlsactinns, The Company is not exposed to any currency risk as there are no receivables and payables deneminated in
foreign currencies.

Other price risk:

:I:;C:g:*;li‘n“g;‘”;f::ltSritCi’;es NS;; thatth the fair valuc or future cash flows of a financial instrument will fluctuate because of

caused by factors sppeciﬁc(c;, ‘2; ?E_ﬂmse anising from interest rate risk or currency risk), whether those changes are

instruments traded in th ; E_m ividual financial instrument or its issuer, or factors affecting all similar financial
in the market. However, the Company is not exposed to any significant price risk,
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28.3

Credit risk:

Credit risk is the risk representing accounting loss that would be recognized at the reporting date if one party to a financial
instrument will fail to discharge an obligation or its failure to perform duties under the contract as contracted. Concentration
of eredit risk arises when a number of counterparties are engaged in similar business activities or have similar economic
features that would cause their ability to meet contractual abligations that is susceptible to changes in economic, political or
other conditions. Concentration of credit risk indicates the relative sensitivity of the Company’s performance to

developments affecting a particular industry. The maximum exposure to credit risk at the reporting date is as follows :

2023 2022
RUPEES RUPEES

Long term advances 6,039,100 3,290,615
Long term deposits 9,372,760 8,350,760
Other receivables 10,853,264 558,207
Accrued income 26,027,853 3,538,223
Short term investments 150,000,000 150,000,000
Bank balances 58,013,559 62,463,894

260,306,536 228,201,699

Long term advances are given to employee of the Company and are secured against employees' retivement benefits,
Therefore, Company is not exposed to any significant credit risk on these advances.

Long term deposits have been mainly placed with utility companies, i.e. FESCO and SNGPL. Considering the financial position
and credit quality of the institutions, Company's exposure to credit risk is not significant.

Other receivables constitute other receivables from tenant of buildings. For receivables, credit quality of parties is assessed
taking into consideration their financial position, previous dealings and security deposits against rent agreements. So, the
Company is not exposed to any significant credit risk on these receivables.

Accrued income constitute profit receivable on deposit with SNGPL, bank deposits and short term investment. Considering
the credit quality of the counter parties i.e. banks and SNGPL, Company's exposure to credit risk is not significant.

Short term investment is investment in TDRs. The credit risk on liquid funds is limited because the counter parties are banks
with reasonably high credit ratings.

The credit quality of Company's bank balances can be assessed by reference to external credit ratings or to historical
information about counterparty default rate:

Name of Bank Date Long term Short term Qutlook Agency
Habib Metropolitan Bank Limi®  23-Jun-23 AA+ Al+ Stable PACRA
Zarai Taraqiati Bank Limited 22-Jun-23 AAA A-1+ Stable JCR-VIS

Due to Company's long standing relationships with these counterparties and after giving due consideration to their strong
financial standing, management does not expect non-performance by these counter parties on their obligations to the
Company. Accordingly, the risk is minimal,

Liquidity risk

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

The Company’s approach to manage liquidity risk is to maintain sufficient level of liquidity by holding highly liquid assets
and the availability of funds. This also includes maintenance of financial position liquidity ratios through working capital
management. The management believes that the Company is not exposed to any liquidity risk.

The following are the contractual maturity analysis of financial liabilities as at June 30, 2023 and 2022:

2023
: 2 More than 1
Carrying Contractual Within 6 More than 6 months ’ e
amount cash flows months and up to 1 year year anc up to
5 years
[ R U P E E § ]
Financial Liabilities :

Trade and other payables 984,593 984,593 984,593 1 "
Security deposits 11,575,352 11,575,352 11,575,352 - ‘
12,559,945 12,559,945 12,559,945 g m

bt ..




2022

More than 1
Carrying Contractual Wwithin 6 More than 6 months year and up to
amount cash flows months and up to 1 year 5 years

[ R U P E E S ]

Financial Liabilities :

Trade and other payables _ 602,160 602,160 602,160 - Z
Security deposits 11,575,352 11,575,352 11,575,352 - -

12,177,512 12,177,512 12,177,512 - -
FUND MANAGEMENT

The primary objective of the Company's fund management is to safeguard the Company's ability to continue as a going
concern and to maintain a strong fund base to support the sustained development of its operations and to ensure ample
availability of finance for its existing and potential investment projects, so that it can continue to provide returns for
stakeholders thereby maximizing their wealth and reduce the cost of funds.

TRANSACTIONS WITH RELATED PARTIES

The related parties comprise of entities under common directorship, directors, their close family members and other key
management personnel. The outstanding balances with related parties, significant transactions carried out with them during
the year and remuneration to chairman, directors and others have been disclosed in the relevant notes to these financial

DATE OF AUTHORIZATION FOR ISSUE

3.1.0CT 2003

by the Board of Directors of the Company.

The financial statements were authorized for issue on

GENERAL
32.1 Corresponding figures

Corresponding figures have been rearranged, wherever necessary, for the purpose of better presentation and
comparisen. However, during the year no significant reclassifications are made in the correspending figures.

2022
Particulars From To Rupees
Staff retirement gratuity - operating  Salaries and benefits Staff retirement gratuity 4,039,710
and other expenses
Staff retirement gratuity - FETI Salaries and benefits Staff retirement gratuity 1,246,473

32.2 Rounding

Figures in these financial statements have been rounded off to the nearest Rupee.

Ve

1M é@J »
XECUTIVE OFM DIRECTOR CHIEF ACCOUNTANT
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SCHEDULE |
[See paragraph 2(1)]

Statement of Compliance with the
Public Sector Companies (Corporate Governance) Rules, 2013

Name of company: FAISALABAD GARMENT CITY COMPANY
Name of the line ministry: MINISTRY OF COMMERECE (TEXTILE DIVISION)
For the year ended: 30.06.2023

. This statement presents the overview of the compliance with the Public Sector
Companies (Corporate Governance] Rules, 2013 (hereinafter called “the Rules”) issued for the purpose
of establishing a framework of good governance, whereby a public sector company s managed in
compiliance with the best practices of public sector governance.

I, The company has complied with the provisions of the Rules in the following manner:

| S.No. | Provision of the Rules o [Ruleno. | v | N

T S S  Tick the relevant bor |
1 The independent directors meet the criteria of independence, as defined, | ‘
| { under the Rules. ~ .‘ : |

1. ] LA

rﬂzm The Board has at least one-third of its tatal members as independent 3(2) 1 |

' directors. N |

| iCategory Names Date of 5 l f

8 — o _appointment ;‘

e 5 1) RehanNaseem  23/06/2017 | | |

€5  2) Engr. M. Saeed 23/06/2017 ; ! {

& ‘g 3} M. Anees 23/06/2017 f t |

5 = 4} Hamid Mukhtar :23/05/201? l 1 i

2 5) Shahid Riaz 23/06/2017 | f i

Executive 1) Rehan Naseem 23/06/2017 ! f j

: Directors 2} Hamid Mukhzar 23/06/2017 | ' |

| | Non- 1) Secretary, Ministry of 23/06/2017

1 ? ; Executive Commerce - !

! | | Directors 2} Secretary, Ministry of 23/06/2017 _ ,? f

P Finance ! | ] ;

3) Secretary, Board of 23/06/2017

7 Investment ? '

4) Representative of 23/06/2017
: P Natioral Textile '
| ~ Universit,, FSD 23/06/2017 |



T S By g P S o S St e

5) Representative of
E Industries Secretary, |
Ministry of Industries, 23!06}2017
Punjab
6) Engr. Muhammad
| Saeed ! g
7) Muhammad Anees  23/06/2017
8) Shahid Riaz 23/06/2017
23/06/2017

The directors have confirmed that none of them is serving as a

 diractor on more than five public sector companies and listed
! Companies simultaneously, except their subsidiaries.

i 3(5)
|
|

N/A

The appointing authorities have applied the fit and proper_'"cﬂriteria
given in the Annexure to the Rules in making neminations of the

- persons for election as Board members under the provisions of the

Act.

3(7}

N/A

The chairman of the Board is working separately from the chief
Executive of the Company.

4(1)

it s e e

The chairman has been elected by the Board of directors except
where Chairman of the Board has been appointed by the Government

a(4)

The Board has evaluated the candidates for the position of the chief
executive on the basis of the fit and proper criteria as well as the
guidelines specified by the Commission,

t (Not applicable where the chief executive has been nominated by the
| Government)

L 5(2)

{a) The company has prepared a "Code of Conduct” to ensure that
Professional standards and corporate values are in place.

(b) The Board has ensured that appropriate steps have been taken to
disseminate it throughout the company along with its supporting
poiicies and procedures, including posting the same on the company’s
website.

(Address of website to be indicated www.fgce.pk)

(c) The Board has set in place adequate systems and controls far the
identification and redressal of grievances arising from unethical
Practices.

5(4)

The Board has established a system of sound internal control, to

' i ensure compliance with the fundamental principles of probity and

| propriety; objectivity, integrity and honesty; and relationship with the

 Stakeholders, in the manner prescribed in the Ruies.

| 10. {

The baard has deve!owed and enforced an approg riate conflict of

5(5)

A 18 4 e s

U P S —



interest policy to lay down circumstances or considerations when a
| person may be deemed to have actual or potential conflict of
interests, and the procedure for disclosing such interest.

(if)

11 The Beoard has developed and implemented a policy on anti- 5(5)(b) ;
corruption to minimize actual or perceived corruption in the fviy | v l
company. | ; :

12 The Board has ensured equality of opportunity by establishing open 5(5}c}
and fair procedures for making appointments and for determining {ii) '

! terms and conditions of service. Vv |
;_
| 13. ?The Board has ensured compliance with the law as well as the 5{5}c)
i , company’s internal rules and procedures relating to public (1)
i { procurement, tender regulations, and purchasing and technical Voo
! standards, when dealing with suppliers of goods and services, ! |
14 The Board has developed a vision or mission statement and corporate | 5(6) __”
strategy of the company. | E | |
: é | | |
. S EERISOT I : B E—
" 1s. ;rThe Board has developed significant policies of the company. A | 5(7) i i
complete record of particuiars of significant policies along with the i i !
i H { [
dates on which they were approved or amended, has been ! : i
; maintained. . ! | !
; 16. The Board has quantified the outlay of any action in respect of any 5(8} o j
2 service delivered or goods sold by the Company as a public service
] obligation,,and has submitted its request for appropriate ; N/A i
‘; compensation to the Government for consideration. .: '
‘l 17. The Board has ensured compliance with policy directions 5{11) |
i | requirements received from the Government. [
Il 18. | w{a] The Board has met at least four times during the year. 6;{"1) 3
' (b) Written natices of the Board meetings, along with agenda 6(2) v
: and working papers, were circulated at least seven days
hefore the meetings |
f (c) The minutes of the meetings were appropriately recorded 6(3) Il
] and circulated. J
| , | —
!r 19. The Board has monitored and assessed the performance of senior B(2) 3 |
I accountable for accomplishing objectives, goals and key performance i :
| indicators set for this purpose. i !
| | | |
i i
i 1 .
{20. The Board has reviewed and approved the related party transactions 9 1
i | placed before it after recommendaticns af the audit committee. A N/A

| party wise record of transactions entered into with the related parties



during the year has been maintained.

E 21. (3) The Board has approved the profit and loss account for, and 10 i
; balance sheet as at the end of, the first, second and third quarter of |
the year as well as the financial year end. \ I
H
{b)In case of listed PSCs, the Board has prepared half yearly accounts I
| and undertaken limited scope review by the auditors. I N/A
=’ (c)The Board has placed the annual financial statements on the | !
company’s website, ! | v
| 22. Allthe Board members underwent an orientation course arranged by | 11 | |
i the company to apprise them of the material developments and
i | information as specified in the Rules, v
| i . i
2 : %
23, (a) The Board has formed the requisite committees, as specified in 12 F i
| the Rules. _[
! 3
! ; I i
' (b) The committees were provided with written term of reference |[ : .
} i defining their duties, authority and composition. | i :
. . : { |
| | i | ;
| | (¢} The minutes of the meetings of the committees were circulated to | ‘
all the Board members ‘ | i |
| _1 i
(d) The committees were chaired by the following non-executive ! t ’
directars: i |
, N
Committee Number of | Name of Chair i! | | i
Members i i 5
; Audit Committee 03 Mr. Muhammad Anees | I !
| | |
f Risk Management - |
| Committee N/A N/A | | i
| | o
| Human Resources g | i
Committee 03 Mr. Rehan Naseem : I
Procurement :
Committee 05 \r. Rehan Naseem | '
| i | |
‘| Nomination | | '
! ' Committee | NZA | N/A | i
"24. | The Board has approved appointment of Chief Financial Officer, | 13 | |

: Company Secretary and Chief Internal Auditor, by whatever name
i called, with their remuneration and terms and conditions of
employment.

|



25,

qualification prescribed in the Rules.

The Chief Financial Officer and the Company Secretary have requisite

14

26,

notified by the Commission in terms of sub-section {1} of section 225
of the Act.

The company has adopted Internationzl Financial Reporting Standards

16

27.

The directors’ report for this year has been prepared in compliance

salient matters reguired to be disclosed,

with the requirements of the Act and the Rules and fully describes the

17

28.

The directors, CEO and executives, or their relatives, are not, directly
| orindirectly, concerned or interested In any contract or arrangement

the company.

entered inte by or on behalf of the company except those disclosed to

18

29.

{a) A formal and transparent procedure for fixing the remuneration
packages of individual directors has been set in place and no director
| is invelved in deciding his own remuneration.

{b) The annual report of the company contains criteria and details of
remuneration of each director.

19

e R

30.

The financial statements of the company were duly endarsed by the
chief executive and chief financial officer before consideration and
appraval of the audit committee and the Board.

20

i Member Background

i IMr. Tanveer Hussain Member Faisalabad
Engr. M. Saeed

The Board has formed an audit committee, with defined and written
terms of reference, and having the following members:

Name of Category Professional

| Mr. Muhammad Buginessman/Sitara
Anees Chairman Group

Rector, National
Textile University.

Businessman/Kausar
Member Processing

The chief executive and chairman of the Board are not members of
the audit committee,

2111)

and
21(2)

32

(a) The chief financial officer, the chief internérguditorl, anda
representative of the external auditors attended all meetings of the
audit committee at which issues relating to accounts and audit were
discussed.

% , , :
i [b) The audit committee met the external auditors, at ieast once a

| year, without the presence of the chief financial officer, the chief
i internal auditor and other executives.

|

{¢) The audit committee met the chief internal auditor and other
| members of the internal audit function, at least ance a year, without

21(3)



the presence of chief financial afficer and the external auditors.

33.

{a) The Board has set up an effective internal audit function, which
has an audit charter, duly approved by the audit committee.

{b) The chief internal auditor has requisite qualification and
experience prescribed in the Rules.

{c) The internal audit reports have been provided to the external
auditors for their review,

22

34,

The external auditors of the company have confirmed that the firm :

23(4)

and all its partners are in compliance with International Federation of

Accountants (IFAC) guidelines on Code of Ethics as applicahle in
Pakistan.

35.

The auditors have confirmed that they have observed applicable
guidelines issued by IFAC with regard to provision of non-audit

I services.

EHAN“

23(5)

o
NASEEM BHARARA
CHAIRMAN
FAISALABAD GARMENT CITY COMPANY
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