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Name of Company
Legal form

Company Registration No.

Authorized Capital
Paid up Capital

Listing Status

Stock Exchange Symbol
DSE Listing Date

CSE Listing Date

Market Category
VAT Registration No.
Tax Payer Identification No(TIN) :

Board of Directors :
Janab S.A.B.M. Humayun
Janab S. A K.M. Salim
Janab. Syed Sageb Ahmed

Janab Syeda Momena Begum
Janab Mohammad Mofassel Ali

Company Secretary
Auditors

: Tk 1000.00 million
: Tk 271.74 million

: SAFKOSPINN
: 227 January 2000
: 19t December 1999

. ‘A’ Category
: 22121006450

:Janab A. Z. M. Faruque

(
L

Company Profile

)
J

: Safko Spinning Mills Ltd.
: Public Limited Co.
: C-26103(1937)/ 94

Date: 20t June, 1994

5857235667095

- Managing Director
- Chairman
- Director

- Director
- Independent Director

Rahman Mostafa Alam &o.

Paramount Heights
65/2/1, Box Culvert Road
Purana Paltan, Dhaka-1000

Corporate Office :

House # 10, Road # 01, Block # B
Niketon, Gulshan, Dhaka-1212.

Contact Information:
Phone : 880-2-9841092, 01713244195
Fax : 880-2-9841017

E-mail: safko@saihamgroup.com

: safko.saiham@gmail.com

Website: www.saihamgoup.com

Bankers :

NRB Bank Ltd.

Corporate Head Office

Richmond Concord (7t Floor)

68, Gulshan Avenue, Dhaka-1212.
Janata Bank Ltd.

Motijheel Corporate Branch,48, Motijheel
C/A, Dhaka-1000

Dhaka Bank Ltd.

Local Office, Adamjee Court

115-120, Motijheel C/A, Dhaka-1000
Pubali Bank Ltd.

Gulshan Model Town Branch
Gulshan-2, Dhaka-1212

Insurance Company :

Green Delta Insurance Co. Ltd
51-52, Mohakhali C/A, Dhaka-1212

Registered Office & Factory :

Noyapara, P.O. Saiham Nagar
U.Z. Madhabpur, Dist. Habiganj
Post Code : 3333
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Board of Directors

S.A.B.M. Humayun S.A.K.M. Salim
Managing Director Chairman

Syed Saqgeb Ahmed Syeda Momena Begum
Director Director

Mohammad Mofassel Ali
Independent Director
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SAFKO SPINNING MILLS LTD.

House # 10, Road # 01, Block # B, Niketon, Gulshan, Dhaka-1212.
Regd. Office : Noyapara, P.O. Saiham Nagar, P.S. Madhabpur, Dist. Habigaj-3333

Notice of 22nd Annual General Meeting

Notice is hereby given that 22nd Annual General Meeting of the Shareholders of Safko Spinning Mills Ltd. will be held
at its Registered Office in Noyapara, P.O. Saihamnagar, Upozila- Madhabpur, Zilla- Habiganj on Saturday
26! November, 2016 at 11.30 A.M. to transact the following business:

AGENDA

1. To receive, consider and adopt the Director’s Report, Audited Statements of Accounts with Auditor’'s Report
thereon for the 18 months period ended on 30 June, 2016.

2. To declare and approve Dividend for the 18 months period ended on 30 June, 2016 as recommended by the
Board of Directors.

3. To elect Directors.

4. To appoint Auditors and to fix their remuneration for financial year 2016.

5. To appoint Independent Director.

6. To transact any other business with the permission of the Chairman.

Date: October 27, 2016. By order of the Board
A. Z. M. Faruque
Company Secretary

1. “The Record Date” is Monday, May 18, 2016. The shareholders whose names will appear in the Share Register
of the company or in the Depository Share Register on the Record Date will be eligible to attend the AGM and
to receive the Dividend.

2. The Attendance Register of shareholders will remain open from 9:00 A.M. to 11:30 A.M. on the date of AGM and

the attendance of the shareholders/Proxy’s will be recorded up to 11.30 on at Registration Counter on the day

of meeting.

A member eligible to attend the AGM is entitled to appoint a proxy to attend and vote on his/her behalf.

The proxy form must be affixed with requisite revenue stamp and be deposited at the Corporate Office of the

Company House # 10, Road # 01, Block # B, Niketon, Gulshan, Dhaka-1212 not less than 48 hours before the

time fixed for the meeting.

5. A proxy form / attendance slip is attached in the last page of Annual Report.
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ANNEXURE-I

SAFKO SPINNING MILLS LTD.

! it e fois

House # 10, Road # 01, Block # B, Niketon, Gulshan, Dhaka-1212.
Phone: 880-2-9841092, Fax: 880-2-9841017, E-mail: sarko@saihamgroup.com

The CEO and CFO's Certification to the Board

We have reviewed the financial statements of Safko Spinning Mills Ltd. for the 18 months
period ended 30 June, 2016 and that to the best of our knowledge and belief:

a) These statements do not contain any materially untrue statement or omit any material fact
or contain statements that might be misleading;

b) These financial statements together present a true and fair view of the company's affairs
and arc in compliance with existing accounting standards and applicable laws;

There are, to the best of our knowledge and belief, no transactions entered into by the company
during the period which are fraudulent, illegal or violation of the company's code of conduct.

W<z ond

S.A.B.M. Humayun Masudur Rahman Khan
Managing Director Chief Financial Officer

Dated: Dhaka
27 October, 2016

Regd. Office : Noyapara, P.O. Saiham Nagar, P.S. Madhabpur, Dist. Habigaj-3333
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ANNEXURE-II

SAFKO SPINNING MILLS LTD.
! Peifee e forg

House # 10, Road # 01, Block # B, Niketon, Gulshan, Dhaka-1212.
Phone: 880-2-9841092, Fax: 880-2-9841017, E-mail: sarko@saihamgroup.com

AUDIT COMMITTEE REPORT
For the year 2015-2016

The audit committee of SAFKO SPINNING MILLS LTD. was formed as per the terms of reference
approved by the Board in accordance with the notification of Bangladesh Securities and Exchange
Commission no. SEC/CMRRCD/2006-158/134/Admin/44, dated 7th August, 2012.

The Audit Committee of Safko Spinning Mills Ltd. comprises of 3 Directors nominated by the Board
of Directors of the company, headed by the Independent Director as follows:

Mr. Mohammad Mofassel Ali Independent Director : Chairman
Mr. Syed Sageb Ahmed Director : Member
Mrs. Syeda Momena Begum Director : Member

The scope of Audit Committee was defined as under:

a) Review and recommend to the Board to approve the quarterly, half yearly and annual
financial statements prepared for statutory purpose.

b) Monitor and oversee choice of accounting policies and principles, internal control risk
management process, auditing matter, hiring and performance of external auditors;

¢) Review statement of significant related party transactions submitted by the management;

d) Carry on a supervision role to safeguard the system of governance and independence of statutory
auditors; and

e) Review and consider the report of internal auditors and statutory auditors' observation on
internal control.

Activities carried out during the year:
During the year 2015-2016 six Audit Committee meeting were held to carry out the above activities.

The committee reviewed the quarterly, half yearly and annual financial statements of the company and
recommended to the Board for consideration. The committee had overseen, reviewed and approved
the procedure and task of the internal audit, financial report preparation and the external audit reports
in compliance with the accounting standers and other legal requirements before recommending it to the
Board for approval. The committee found adequate arrangements to present a true and fair view of the
activities and the financial status of the company and did not find any material deviation, discrepancy
or any adverse finding/observation in the areas of reporting.

e

N

Mohammad Mofassel Ali
Chairman

Audit Committee

Date : 27 October, 2016

Regd. Office : Noyapara, P.O. Saiham Nagar, P.S. Madhabpur, Dist. Habigaj-3333
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ANNEXURE-III

<y e il SR, BIBRS IPISBHA
R e ePunTaNTe »-157, Aol AfAfTHP JA=PT, BIRFI-2000

Malek Siddiqui Wali PHONE: OFF: +88029513471
CHARTERED ACCOUNTANTS RES: 8615256: 8622175
Partners: Md. Waliullah, FCA FAX: +88029516236

Swadesh Ranjan Saha, FCA
Md. Habibur Rahman Sarker, FCA
Anjan Malik, FCA

E-mail: wali@satcombd.com
9-G, Motijheel C/A, 2nd Floor
Dhaka-1000, Bangladesh

Certificate of compliance of corporate governance guidelines to the shareholders of

Safko Spinning Mills Limited

We have examined the compliance of the conditions of corporate governance guidelines of the
Bangladesh Securities and Exchange Commission (BSEC) of Safko Spinning Mills Limited for the
period ended on June 30, 2016 as stipulated in clause 7(i) of the BSEC notification no.
SEC/CMRRCD/2006-158/Admin/44 dated August 07, 2012.

The compliance of the conditions of corporate governance guidelines as stated in the aforesaid
notification and reporting of the status of compliance is the responsibility of the management of
Safko Spinning Mills Limited. Our examination for the purpose of issuing this certification was
limited to the checking the procedure and implementation thereof, adopted by Safko Spinning
Mills Limited for ensuring the compliance of conditions of corporate governance and correct
reporting of compliance status on the attached statement on the basis of evidence gathered and
representation received.

To the best of our information and according to the explanations given to us, we certify that, as
reported on the attached status of compliance statement, Safko Spinning Mills Limited has
complied with condition of corporate governance stipulated in the above mentioned BSEC
notification dated August 07, 2012.

ol

Dated: Dhaka Malek Siddiqui Wali
October 27, 2016 Chartered Accountants
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ANNEXURE-IV

Corporate Governance Compliance Report

Status of compliance with the conditions imposed by the Commission's Notification No.SEC/CMRRCD/2006-
158/134/Admin/44 dated 07 August 2012 issued under section 2CC of Bangladesh Securities and Exchange
Ordinance, 1969:

(Report under Condition No.7.00)

Condition
no.

Title

Compliance Status

Remarks (if any)

1.1

Board’s Size Complied

Complied

12 ()

At least one fifth (1/5) of the total number of directors in
the company’s board shall be independent directors.

Complied

1.2 (ii) )

“Independent director” means a director-

a) who either does not hold any share in the company or
holds less than one percent (1%) shares of the total paid-
up shares of the company;

Complied

1.2(ii) b)

who is not connected with the company’s any sponsor or
director or shareholder who holds one percent (1%) or
more shares of the total paid-up shares of the company on
the basis of family relationship. His/her family members
also should not hold above mentioned shares in the
company;

Provided that spouse, son, daughter, father, mother,
brother, sister, son-in-law and daughter-in-law shall be
considered as family members.

Complied

12 (i) )

who does not have any other relationship, whether
pecuniary or otherwise, with the company or its
subsidiary/associated companies;

Complied

1.2 (ii) )

who is not a member, director or officer of any stock
exchange;

Complied

12 (i) e)

who is not a sharcholder, director or officer of any
member of stock exchange or an intermediary of the
capital market;

Complied

12 (i) )

who is not a partner or an executive or was not a partner
or an executive during the preceding 3 (three) years of
any statutory audit firm;

Complied

1.2 (ii) g)

who shall not be an independent director in more than 3
(three) listed companies;

Complied

12 (i) h)

who has not been convicted by a court of competent
jurisdiction as defaulter in payment of any loan to a bank
or a Non-Bank Financial Institution (NBFI);

Complied

12 (ii) i)

who has not been convicted for a criminal offence
involving moral turpitude.

Complied

1.2 (iii)

the independent director(s) shall be nominated by the
board of directors and approved by the shareholders in the
Annual General Meeting (AGM).

Complied

12 (iv)

the post of independent director(s) can not remain vacant
for more than 90 (ninety) days.

Complied

12 (v)

the board shall lay down a code of conduct of all board
members and annual compliance of the code to be
recorded.

Complied

1.2 (vi)

the tenure of office of an independent director shall be for
a period of 3 (three) years, which may be extended for 1
(one) term only.

Complied

13 (i)

Independent Director shall be a knowledgeable individual
with integrity who is able to ensure compliance with
financial, regulatory and corporate laws and can make
meaningful contribution to business.

Complied
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Condition
no.

Title

Compliance Status

Remarks (if any)

1.3 (i)

The person should be a Business Leader/Corporate
Leader/Bureaucrat/University Teacher with Economics or
Business Studies or Law Background/Professionals like
Chartered Accountants, Cost & Management Accountants,
Chartered Secretaries. The Independent Director must have
at least 12 (twelve) years of corporate

management/professional experiences.

Complied

1.3 (iii)

In special cases the above qualifications may be relaxed
subject to prior approval of the Commission.

N/A

1.4

The positions of the Chairman of the Board and the Chief
Executive Officer of the companies shall be filled by
different individuals. The Chairman of the company shall be
elected from among the directors of the company. The Board
of Directors shall clearly define respective rules and
responsibilities of the Chairman and the Chief Executive
Officer.

Complied

1.5 ()

Additional statements in the Director’s Report prepared
under section 184 of the Companies Act, 1994:-

(1) Industry outlook and possible future developments in the
industry.

Complied

1.5 (ii)

Segment-wise or product-wise performance

Complied

1.5 (i)

Risks and concerns

Complied

1.5 (iv)

A discussion on Cost of Goods sold, Gross Profit Margin
and Net Profit Margin.

Complied

1.5 (v)

Discussion on continuity of any Extra-Ordinary gain or loss.

No such Extra-ordinary gain or
loss

1.5 (vi)

Basis for related party transactions-a statement of all related
party transactions should be disclosed in the annual report.

Complied

1.5 (vii)

Utilization of proceeds from public issues, rights issues and /
or through any others instruments.

No such proceeds were received
during this year

1.5 (viii)

An explanation of the financial results deteriorate after the
company goes for Initial Public Offering (IPO), Repeat
Public Offering (RPO), Right Offers, Direct Listing, etc.

No such deterioration

1.5 (ix)

If signification variance occurs between Quarterly Financial
Performance and Annual Financial Statements the
management shall explain about the variance on their
Annual Report.

No such variance occurred

1.5 (x)

Remuneration to directors including independent directors.

Complied

1.5 (xi)

The financial statements prepared by the management of the
issuer company present fairly its state of affairs, the result of
its operations, cash flows and changes of equity.

Complied

1.5 (xii)

Proper books of account of the issuer company have been
maintained.

Complied

1.5 (xiii)

Appropriate accounting policies have been consistently
applied in preparation of the financial statements and that the
accounting estimates are based on reasonable and prudent
judgment.

Complied

1.5 (xiv)

International Accounting Standards (IAS) Bangladesh
Accounting Standards (BAS) / International Financial
Reporting Standards (IFRS)/Bangladesh Financial Reporting
Standards (BFRS), as applicable in Bangladesh, have been
followed in preparation of the financial statements and any
departure time-from has been adequately disclosed.

Complied

1.5 (xv)

The system of internal control is sound in design and has
been effectively implemented and monitored.

Complied
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Condition
no.

Title

Compliance Status

Remarks (if any)

1.5 (xvi)

There is no significant doubts upon the issuer company’s
ability to continue as a going concern. If the issuer
company is not considered to be a going concern, the fact
along with reasons there of should be disclosed.

Complied

1.5 (xvii)

Significant deviations from the last year’s operating
results of the issuer company shall be highlighted and the
reasons there of should be explained.

No such significant deviations

1.5 (xiii)

Key operating and financial data of at least preceding 5
(five) years shall be summarized.

Complied

1.5 (xix)

If the issuer company has not declared dividend (cash or
stock) for the year, the reasons there of shall be given.

N/A

1.5 (xx)

The number of Board meetings held during the year and
attendance by each director shall be disclosed.

Complied

1.5 (xxi)

The pattern of shareholding shall be reported to disclose
the aggregate number of shares (along with name wise
details where stated bellow) held by:-

Complied

1.5 (xxi) a)

Parent/Subsidiary/ Associated Companies and other
elated parties (name wise details);

Complied

1.5 (xxi) b)

Directors, Chief Executive Officer, Company Secretary,
Chief Financial Officer, Head of Internal Audit and their
spouses and minor children (name wise details);

Complied

1.5 (xxi) ¢)

Executives;

Complied

1.5 (xxi) d)

Shareholders holding ten percent (10%) or more voting
interest in the company (name wise details).

Complied

Explanation: for the purpose of this clause, the expression
“executive” means top 5 (five) salaried employees of the
company, other than the directors, Chief Executive
Officer, Company Secretary, Chief Financial Officer and
Head of Internal Audit.

1.5 (xxii)

In case of the appointment/ re-appointment of a director
the company shall disclose the following information to
the shareholders:-

1.5 (xxii) a)

a brief resume of the director;

Complied

1.5 (xxii) b)

Nature of his/her expertise in specific functional areas;

Complied

1.5 (xxii) ¢)

Name of companies in which the person also holds the
directorship and the membership of committee of the
board

Complied

2.1

Appointment

The company shall appoint a Chief Financial Officer
(CFO); a Head of Internal Audit (Internal Control and
Compliance) and a Company Secretary (CS). The Board
of Directors should clearly define respective rules,
responsibilities and duties of the CFO, the Head of
Internal Audit and the CS.

Complied

2.2

Requirement to attend the Board Meetings

The CFO and the Company Secretary of the companies
shall attend the meetings of the Board of Directors,
provided that the CFO and/or the Company Secretary
shall not attend such part of a meeting of the Board of
Directors which involves consideration of an agenda item
relating to their personal matters.

Complied

Q Safko Spinning Mills Ltd.
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Condition
no.

Title

Compliance
Status

Remarks (if any)

3 ()

The company shall have an Audit Committee as a sub-
committee of the Board of Directors.

Complied

3 (ii)

The Audit Committee shall assist the Board of Directors in
ensuring that the financial statements reflect true and fair view of
the state of affairs of the company and in ensuing a good
monitoring system within the business.

Complied

3 (iii)

The Audit Committee shall be responsible to the Board of
Directors. The duties of the Audit Committee shall be clearly
set forth in writing.

Complied

3.1(31)

The Audit Committee shall be composed of at least 3 (three)
members.

Complied

3.1 (ii)

The Board of Directors shall appoint members of the Audit
Committee who shall be directors of the company and shall
include at least 1 (one) independent director

Complied

3.1 (iii)

All members of the audit committee should be “financially
literate” and at least 1 (one) member shall have accounting or
related financial management experience.

Complied

Explanation: The tem “financially literate” means the ability to
read and understand the financial statements like Balance
Sheet, Income Statement and Cash Flow Statement and a
person will be considered to have accounting or related
financial management expertise if (s) he possesses professional
qualification or Accounting Finance graduate with at least 12
(twelve) years of corporate management/professional
experiences.

3.1 (iv)

When the term of service of the Committee members expires or
there is any circumstance causing any Committee member to be
unable to hold office until expiration of the term of service,
thus making the number of the Committee members to be lower
than the prescribed number of 3 (three) persons, the Board of
Directors shall appoint the new Committee member(s) to fill up
the vacancy (ies) immediately or not later than 1 (one) month
from the date of vacancy (ies) in the Committee to ensure
continuity of the performance of work of the Audit Committee.

Complied

3.1(v)

The company secretary shall act as the secretary of the
Committee.

Complied

3.1 (vi)

The quorum of the Audit Committee meeting shall not
constitute without at least 1 (one) independent director.

Complied

32 30)

The Board of Directors shall select 1 (one) member of the
Audit Committee to be Chairman of the Audit Committee, who
shall be an independent director.

Complied

3.2 (ii)

Chairman of the audit committee shall remain present in the
Annual General Meeting (AGM).

Complied

33 @)

Oversee the financial reporting process.

Complied

3.3 (ii)

Monitor choice of accounting policies and principles.

Complied

3.3 (iii)

Monitor Internal Control Risk management process.

Complied

3.3 (iv)

Oversee hiring and performance of external auditors.

Complied

33 (V)

Review along with the management, The annual financial
statements before submission to be board for approval.

Complied

3.3 (vi)

Review along with the management, The quarterly and half
yearly financial statements before submission to the board for
approval.

Complied

Safko Spinning Mills Ltd.
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Condition
no.

Title

Compliance Status

Remarks (if any)

3.3 (vii)

Review the adequacy of internal audit function.

Complied

3.3 (viii)

Review statement of significant related partly transactions
submitted by the management.

Complied

3.3 (ix)

Review the management Letters / Letter of Internal Control
weakness issued by statutory auditors.

Complied

33(x)

When money is raised through Initial Public Offering (IPO)/
Repeat Public Offering (RPO)/ Rights Issue the company shall
disclose to the Audit Committee about the uses / applications of
funds by major category (Capital Expenditure, Sales and
Marketing expenses, Working Capital, etc.), on a quarterly
basis, as a pat of their quarterly declaration of financial results.
Further, on an annual basis, the company shall prepare a
statement of funds utilized for the purposes other than those
stated in the offer document/ prospectus.

No such money was raised
during this year

3.4.1 (i)

The Audit Committee shall report on its activities to the Board
of Directors.

Complied

3.4.1 (ii) a)

Report on conflicts of interests;

Complied

3.4.1 (ii) b)

Suspected of presumed fraud or irregularity or material defect
in the internal control system.

There was no such
circumstances during the year

3.4.1 (ii) ¢)

Suspected infringement of laws, including securities related
laws, rules and regulations;

There was no such
circumstances during the year

3.4.1 (i) d)

any other matter which shall be disclosed to the Board of
Directors immediately.

Complied

342

If the Audit Committee has reported to the Board of Directors
about anything which has material impact on the financial
condition and results of operation and has discussed with the
Board of Directors and the management that any rectification is
necessary and if the Audit Committee finds that such
rectification 9 has been unreasonably ignored, the Audit
Committee shall report such finding the Commission upon
reporting of such matters to the Board of Directors for three
times or completion of a period of 6 (six) months from the date
of first reporting to the Board of Directors, whichever is earlier.

Complied

35

Report on activities carried out by the Audit Committee,
including any report made to the Board of Directors under
condition 3.4.1 (ii) above during the year, shall be signed by the
Chairman of the Audit Committee and disclosed in the annual
report of the issuer company.

Complied

4 (i)

Appraisal or valuation services or fairness opinions.

Complied

4 (ii)

Financial information systems design and implementation.

Complied

4 (iii)

Book-keeping or other services related to the accounting
records of financial statements.

Complied

4 (iv)

Broker-dealer services.

Complied

4(v)

Actuarial services.

Complied

4 (vi)

Internal audit services.

Complied

4 (vii)

Any other service that the Audit Committee determines.

Complied

4 (viii)

No partner or employees of the external audit firms shall
possess any share of the company they audit at least during the
tenure of their audit assignment of that company.

Complied

53)

Provisions relating to the composition of the Board of Directors
of the holding company shall be made applicable to the
composition of the Board of Directors of the subsidiary.

N/A

5 (ii)

At least 1 (one) independent directors on the Board of Directors
of the holding company shall be a director on the Board of
Directors of the subsidiary company.

N/A

Safko Spinning Mills Ltd.
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Condition
no.

Title

Compliance Status

Remarks (if any)

5 (i)

The minutes of the Board meeting of the subsidiary company
shall be placed for review at the following Board meeting of the
holding company.

N/A

5 (iv)

The minutes of the respective Board meeting of the holding
company shall state that they have reviewed the affairs of the
subsidiary company also.

N/A

5v)

The Audit Committee of the holding company shall also review
the financial statements, in particular the investments made by
the subsidiary company.

N/A

6 (i) a)

these statements do not contain any materially untrue statement
or omit any material fact o contain statements that might be
misleading;

Complied

6 (i) b)

these statements together present a true and fair view of the
company’s affairs and are in compliance with existing
accounting standards and applicable laws.

Complied

6 (ii)

There are, to the best of knowledge and belief, no transactions
entered into by the company during the year which are
fraudulent. Illegal or violation of the company’s code of
conduct.

Complied

7()

The company shall obtain a certificate from a Professional
Accountant/Secretary ~ (Chartered ~ Accountant/Cost &
Management  Accountant/Chartered ~ Secretary) regarding
compliance of conditions of Corporate Governance Guidelines
of the Commission and shall send the same to the shareholders
along with the Annual Report on a yearly basis.

Complied

7 (ii)

The directors of the company shall state, in accordance with the
Annexure attached, in the directors’ report whether the
company has complied with these conditions.

Complied
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Rahman Mostafa Alam & Co. A
Chartered Accountants A AVA

Auditors’ Report to the shareholders

of
Safko Spinning Mills Limited

We have audited the accompanying financial statements of Safko Spinning Mills Limited (the company) which
comprises the Financial Position as at June 30, 2016; Statement of Profit or Loss and Other comprehensive
Income, Statement of Changes in Equity, Statement of Cash Flows for the period then ended and a summary of
significant accounting policies and other explanatory information disclosed in notes 1 to 29 and annexure A.

Management's Responsibility for the Financial Statements

Management of the company is responsible for the preparation and fair presentation of these financial statements
in accordance with Bangladesh Financial Reporting Standards (BFRS), The Securities and Exchange Commis-
sion Rules 1987, The Companies Act 1994 and other applicable rules and regulation and for such internal control
as management determines is necessary to enable the preparation of financial statements that are free from mate-
rial misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with Bangladesh Standards on Auditing (BSA). Those standards require that we comply with
ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the finan-
cial statements. The procedures selected depend on the auditors’ judgment, including the assessment of the risks
of material misstatement of the financial statements, whether due to fraud or error. In making those risk assess-
ments, the auditor considers internal control relevant to the company's preparation and fair presentation of the
financial statements 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. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made
by management of the company, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.
Opinion:
In our opinion, the financial statements present fairly, in all material respects, the financial position of Safko
Spinning Mills Limited as at June 30, 2016, and its financial performance and its cash flows for the year then
ended in accordance with Bangladesh Financial Reporting Standards (BFRS), The Securities and Exchange
Commission Rules 1987, The Companies Act 1994 and comply with the other applicable rules and regulations.
We also report that:
a) we have obtained all the information and explanations which to the best of our knowledge and belief were
necessary for the purpose of our audit and made due verification thereof;
b) in our opinion, proper books of account as required by law have been kept by the Company so far as it
appeared from our examination of those books;
c) the statement of financial position and statement of profit or loss and other comprehensive income dealt
with by the report are in agreement with the books of accounts and returns; and
d) the expenditure incurred was for the purpose of the company’s business.

Lol I oy i€

Dated : Dhaka Rahman Mostafa Aldm & Co.
October 27, 2016 Chartered Accountants
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Safko Spinning Mills Limited
Statement of Financial Position

As at Jun 30, 2016

Notes Amount in Taka

Jun. 30, 2016 || Dec. 31, 2015 || Dec. 31, 2014
Assets: Restated*
Non-Current Assets 738,013,085 723,239,912 541,123,034
Property, Plant & Equipment 3 607,662,652 529,394,452 541,123,034
Machine Under Installation 4 130,350,433 193,845,460 -
Current assets
Inventories 5 244,824,448 222,632,613 237,591,805
Trade Debtors 6 29,983,376 27,106,831 26,511,867
Advance, Deposit & Prepayments 7 59,878,001 23,638,919 15,519,970
Cash & cash equivalents 8 17,466,628 5,917,478 176,672
Total Current Assets 352,152,453 279,295,841 279,800,314

Total Assets

Equity & Liabilities:
Shareholders Equity

1,090,165,538 1,002,535,753 820,923,348

Share Capital 9 271,736,960 271,736,960 247,033,600
General Reserve 3,029,184 3,029,184 3,029,184
Revaluation Reserve 10 300,438,332 304,264,532 313,741,189
Retained: Earnings/(Deficit) (68,663,777) (77,134,468) (77,287,829)
Total Shareholders Equity 506,540,699 501,896,207 486,516,144
Non Current Liability :

Lease Liability (Non-current maturity) 11 920,157 1,540,946 9,357,102
Term Loan 12 334,295,873 291,698,498 -
Deferred Tax Liability 13 73,080,022 73,239,149 75,672,358
Total Non Current Liability 408,296,052 366,478,593 85,029,460
Current Liabilities :

Short term Bank Loan 14 106,633,549 72,839,547 224,251,780
Current Portion of term loan 15 38,965,370 29,903,036 -
Current Portion of lease finanace 15 6,621,953 9,847,490 8,469,955
Directors Loan 16 - 547,758 547,758
Liabilities for Expenses & other Finance 17 5,553,523 4,447,473 4,679,940
Provision for Tax 18 17,554,392 16,575,649 11,428,311
Total Current Liabilities 175,328,787 134,160,952 249,377,744
Total Equity & Liabilities 1,090,165,538 1,002,535,753 820,923,348
Net Assets Value Per Share of Tk. 10 24 18.64 18.47 19.69

*Previous year figures have been restated details disclosed in note 2.28

The annexed notes from 1 to 29 and annexure A form an integral part of these financial statements.

g

Vheeg Zad

Director Managing Directdr ’ Company Secretary

el AL

Rahman Mostafa Alam & Co.
Chartered Accountants

Signed in terms of our separate report of even date.

Dated : Dhaka
October 27,2016
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Safko Spinning Mills Limited
Statement of Profit or Loss and Other Comprehensive Income
For the period from at January 01,2015 to June 30,2016

Amount in Taka
For the period || For the period || For the year || For the period
Notes || 01 Jan. 2015 || 01 Jan. 2016 || 01 Jan. 2015 || 01 Jan. 2015 || FOr the year 01
Jan. 2014 to 31
to 30 Jun. to 30 Jun. to 31 Dec. to 30 Jun. Dec. 2014
2016 2016 2015 2015 '
_ Restated®
Net Sales 19 515,600,017 || 197,294,327 || 318,305,690 || 147,588,579 356,631,337
Cost of Sales 20 (430,033,531)|| (163,217,986)|| (266,815,546)|| (116,097,243)|| (284,367,029)
Gross Profit/ (Loss) 85,566,486 34,076,341 51,490,144 31,491,336 72,264,308
Less: Administrative &
Marketing Exp. 21 (16,466,440) (5,262,889)  (11,203,551) (3,332,319) (7,931,874)
Operating Profit 69,100,046 28,813,452 40,286,594 28,159,017 64,332,434
Less: Financial Expenses 22 (44,363,832)  (23,076,140) (21,287,691) (12,390,802) (23,789,454)
Net Profit before tax and Cotribution to WPPF 24,736,214 5,737,312 18,998,902 15,768,215 40,542,980
Provision for WPPF (1,177,915) (273,205) (904,710) (750,867) (1,930,618)
Net Profit before tax 23,558,299 5,464,107 18,094,192 15,017,348 38,612,362
Income Tax 23 6,126,081 978,743 5,147,338 4,152,472 1,069,894
Deferred Tax (1,170,837) (159,127) (1,011,710) (1,774,587) (587,057)
Profit after Tax 18,603,055 4,644,491 13,958,565 12,639,463 38,129,525
Other comprehensive Income 2,096,710 675,212 1,421,499 710,749 (9,975,429)
Total comprehensive Income for the year 20,699,765 5,319,703 15,380,063 13,350,212 28,154,096
Earni h Basic) of
aming per share (Basic) o 25 0.68 0.17 0.51 0.51 1.40

Tk. 10

(The EPS has been restated for the year 2014 as bonus shares were issued during the year)

*Previous year figures have been restated details disclosed in note 2.28

The annexed notes from 1 to 29 and annexure A form an integral part of these financial statements.

w2

Managing Director

Director

Signed in terms of our separate report of even date.

Dated : Dhaka
October 27,2016

O

Safko Spinning Mills Ltd.

Company Secretary

Dbkl A5

Rahman Mostafa Alam & Co.
Chartered Accountants
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Safko Spinning Mills Limited
Statement of Cash Flows
For the period from at January 01,2015 to June 30,2016

Cash flows from operating activities :

Collection from customers and other income
Payment to Suppliers, employees and other
expenses

Income tax paid

Net cash flows/(used) from operating
activities

Cash flow from investing activities :

Purchase of property, plant and equipment
Advance against Fixed Asset

Machinery under installation

Net Cash used in investing activities

Cash flows from financing activities :

Financial Expenses Paid

Lease rental repayment (Principal)

NRB Term Loan Receipt (Net)

Short term bank loan repaid

Overdraft from JBL

Directors Loan Re-paid

Short term loan repaid

Net cash flows from financing activities

Net increase/(Decrease) in cash & cash
equivalents

Cash & cash equivalents at the begaining of
the year

Cash & cash equivalents at the end of the
year

Net operating Cash Flow per Share

WM

Director

O

Amount in Taka

For the period I;c;rjgi p;(;:)g For the year 01 Zc:rjgi p;(;'%d For the year 01
01 Jan. 2015 to| to 30-Jun Jan. 2015 to o 30-Jun Jan. 2014 to
30 Jun. 2016 2016 31 Dec. 2015 2015 31 Dec. 2014
512,128,509 || 194,417,783 || 317,710,727 || 143,029,460 || 351,358,213
(428,820,473)|[ (183,460,213)|| (245,360,260)| (133,884,026)|| (309,386,512)
(312.116) = (312,116) (400,000) (230,000)
82,995,920 10,957,570 72,038,351 8,745,434 41,741,701
(38,526,957)|| (27,391,907)|| (11,135,050) (7,782,000)
(32,000,000){| (30,000,000) (2,000,000) (4,000,000) -
(193,845,460) - (193,845,460) -
(264,372,417)  (57,391,907) (206,980,510) (4,000,000) (7,782,000)
(44,363,830)|| (23,076,140)|| (21,287,691) (974,206) (2,886,402)
(12,064,970) (3,846,326) (8,218,644) (3,664,798) (3,427,232)
373,261,243 51,659,710 || 321,601,533 - -
106,633,549 33,794,002 72,839,547 - -
(224,251,780) - (224,251,780) - -
(547,758) (547,758) - - (7,452,242)
- - - - (20,800,500)
198,666,451 57,983,487 140,682,964 (4,639,004) (34,566,377)
17,289,955 11,549,150 5,740,806 106,429 (606,676)
176,672 5,917,478 176,672 176,672 768,361
17,466,627 17,466,627 5,917,478 283,101 161,685
3.05 0.40 2.65 0.32 1.69

W<z ond

Managing Director

Safko Spinning Mills Ltd.

Ay

Company Secretary
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Safko Spinning Mills Limited
Notes to the Financial Statements
As at and for the period ended June 30, 2016

1. SPECIFIC ACCOUNTING POLICIES SELECTED AND OTHER MATERIAL INFORMATION :
Legal form of the Enterprise:

Safko Spinning Mills Limited was incorporated in Bangladesh on June 20, 1994 as Public Limited Com-
pany under the Companies Act 1913 (subsequently repealed by the Companies Act, 1994). The Company
issued public portion of shares and was listed with Dhaka Stock Exchange from April 12, 1999.

Address of Registered Office and Principal Place of Business:

The registered office of the Company and the mill is located at Noyapara, Saiham Nagar of Habigonj
District.

Principles Activities and Nature of Operations:

The Company manufactures Cotton Yarn, Polyester, Cotton Blended Yarn, Synthetic Yarn or other yarn for
sale and export purpose. The production of the mill was stopped from January 2009 due to abnormal
losses sustained by the company for the last two consecutive years. However, the production of the mill
has been started from May 25, 2010 which was informed to SEC & DSE.

The company produced 19.45 lac Kg as against installed capacity of 29.18 lac kg per year.

2. SIGNIFICANT ACCOUNTING POLICIES & RELEVANT INFORMATION :
2.1 Basis of Preparation and Presentation of the Financial Statements :

The financial statements have been prepared and the disclosures of information made in accordance with
the requirements of the Companies Act 1994, the Security Exchange Rules 1987 and IASs adopted by the
Institute of Chartered Accountants of Bangladesh (ICAB), as Bangladesh Accounting Standards (BAS). The
Statement of financial position and Statement of Comprehensive Income have been prepared according
to IAS 1 (Presentation of Financial Statements) based on accrual basis following going concern assump-
tion under generally accepted accounting principles and practices in Bangladesh and statement of Cash
Flow according to BAS 7 ( Statement of Cash Flow).

2.2 Recognition of Property, Plant & Equipment and Depreciation :

Property, Plant & Equipment except land and land development are stated at cost less accumulated
depreciation in accordance with IAS 16 “Property, Plant & Equipment”. Cost represent cost of acquisition
of construction and include purchase price and other directly attributable cost of bringing the assets to
working conditions for its intended use, but do not include any capitalized borrowing cost. No deprecia-
tion is charged on land and land development. Depreciation has been charged on addition of assets on
monthly basis. Depreciation on all other fixed assets are computed using the reducing balance method in
amount sufficient to write off depreciable assets over their estimated useful life. Expenditure for mainte-
nance and repairs are expenses; major replacements, renewals and betterment are capitalized. The cost
and accumulated depreciation of depreciable assets retired or otherwise disposed off are eliminated
from the assets and accumulated depreciation and any gain or loss on such disposal is reflected in opera-
tions for the year.
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The annual depreciation rates applicable to the principal categories are:

Land & Land Development - Nil

Factory Building & other Construction 5%
Plant & Machinery 7.50%
Generator 15%
Gas line Installation 15%
Furniture & Fixture 10%
Transport Vehicles 20%
Office Equipment 15%
Sundry Assets 10%

Depreciation has been charged to cost of goods sold & administrative expenses consistently.
2.3 Measurement Bases Used in Preparing the Financial Statements:

All the elements of financial statements have been measured in “Historical Cost” basis which is one of the
most commonly adopted bases as provided in “The Framework for the Preparation and Presentation of
Financial Statements” issued by the Bangladesh Accounting Standards (BAS).

2.4 Use of Estimates in Preparation of Financial Statements:

The preparation of financial statements in conformity with the International Accounting Standards
requires management to make estimates and assumptions that effects the reported amounts of the
assets and liabilities and disclosure of the contingent asserts and liabilities at the date of the financial
statements, and revenue and expenses during the year reported. Actual results could differ from those
estimates. Estimates are used in accounting for certain items such as depreciation; liability for outstand-
ing claims whether due or intimated, taxes etc.

2.5 Inventories :

Inventories on hand are valued at lower of average cost and net realizable value in accordance with para
21 and 25 of IAS-2. Item-wise valuation are as follows :

Item Method of Valuation
Raw Cotton At average cost price
Polyester Staple Fibre At average cost price
Spare Parts At cost price
Packing Materials At cost price
Work-in-process 100% Materials plus portion of labour charges, gas charges & Electric charges
Finished goods (Yarn)|Cost and Market price whichever is lower

2.6 Cash and Cash Equivalents :

According to BAS 7 “ Statement of Cashflow"” cash comprises of cash in hand and bank deposits and cash
equivalents are short term, highly liquid investments that are readily convertible to known amounts of
cash and which are subject to an insignificant risk of changes in value. BAS 1 “Presentation of Financial
Statement” provides that Cash and Cash Equivalents are not restricted in use. Considering the provisions
of BAS 7 and BAS 1, Cash in hand and bank balances have been considered as cash and cash equivalents.

2.7 Creditors and Accruals :

Liabilities are recorded at the amount to be paid in the future for settlement in respect of goods and
services received by the Company.

Q Safko Spinning Mills Ltd.
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2.8 Statement of Cash Flow :

Statement of Cash flows is prepared principally in accordance with BAS 7 “Statement of Cash Flow” and
the cash flow from the operating activities have been presented direct method as prescribed by the Secu-
rities & Exchange Rules, 1987 and considering the provision of paragraph 19 of BAS 7 which provides that
“Enterprises are Encouraged to Report Cash Flow from Operating Activities Using the Direct Method.”

2.9 Revenue Recognition :

The company recognizes revenue when risk of ownership has been transferred to the buyer, which satis-
fied all the condition for the revenue recognition as provided in BAS 18 “Revenue Recognition.”’

2.10 Trade Debtors :

These are carried at original invoice amount. This is considered good and collectible, and therefore, no
amount was written off as bad debt and no debt was considered doubtful to provide for.

2.11 Workers Profit Participation Fund :

Workers participation fund has been created at the rate of 5% after charging WPPF on net profit during
the Period under audit .

2.12 Earning Per Share (EPS) :

The company calculates Earnings per share (EPS) in accordance with BAS 33 “Earning per share” which has
been shown on the statement of Comprehensive Income .

2.13 Basic Earnings :

This presents earnings for the year attributable to ordinary shareholders. As there was no preference
dividend minority interest or extra ordinary terms, the net profit after tax for the year has been considered
as fully attributable to the ordinary shareholders.

2.14 Basic Earning per Share:

This has been calculated by dividing the basic earning by the weighted average number of ordinary
shares outstanding during the period.

2.15 Diluted Earning per Share:

No diluted EPS is required to be calculated for the year as there was no scope for dilution during the
period under review

2.16 Taxation:

The provision for income tax has been made @ 15% on net profit during the period under audit.
2.17 Additional Information on Financial Statement:

Responsibility for Preparation and Presentation of Financial Statements:

The Board of Directors is responsible for the preparation and presentation of financial Statements under
Section 183 of the Companies Act 1994 and as per the provision of “The Framework For The Preparation
And Presentation of Financial Statements” issued by the Bangladesh Accounting Standard (BAS).

Safko Spinning Mills Ltd.
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Components of the Financial Statements :

According to the Bangladesh Accounting Standard (BAS) 1 “Presentation of Financial Statements” the
Complete set of Financial Statements includes the following components :

i. Statement of Financial Position as at June 30,2016.

ii. Statement of Comprehensive Income (Profit and Loss Account) for the period from January
01,2015 to June 30, 2016.

iii.  Statement of Changes in Equity for the period from January 01,2015 to June 30,2016.

iv.  Statement of Cash Flow for the period from January 01,2015 to June 30,2016.

V. Accounting Policies and Explanatory notes.

2.18 Revaluation Reserve:

When an assets carrying amount is increased as a reasult of revaluation, the increase amount should be
credited directly to equity under the heading of Revaluation surplus /reserve as per BAS -16: Property
Plant and Equipment. The company revalued the assets of Land and Factory Buildings and other
construction which has absolutly owned by the company and The increased amount transferred to
Revaluation Reserve. The revaluation was made on 30th September 2012 which was conducted by a
professional independent valuer Axis resources Itd. In order to reflect the fair picture of the company as
the present condition on the basis of current market price for land and replace cost for Building.

2.19 Deferred Tax :

Deferred Tax is recognised on difference between the carrying amount of assets and a liability in the
Financia statelments and the corrosponding tax based used in the computation of taxable profit and is
accounted for using balance sheet liability menthod . Deferred tax liability are generally recognised for all
taxable temporary difference and deferred tax assets are recognised to the extent that is probable that
the profit will be available against which deductible temporary difference, unused tax loses or unused tax
credits can be utilies . Such assets and liabilities are not recognised if the temporary difference arises from
goodwill or from intial recognition(other than in a Business combination) of other assets and liabilities in
a transaction that affect neither the taxable profit nor accounting profit . Considering the practies gener-
ally followed in Bangladesh the company have been reserved Deferred Tax assets or deferred tax liability
in accordance with BAS-12 "Income Taxes"

2.20 Risk and uncertainties for use of estimates in preparation of Financial Statements:

The preparation of Financial Statements in conformity with the International Accounting Standards
requires management to make estimates and assumption that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the affect financial statements
and revenues and expenses during the period reported. Estimates are used for accounting of certain
items such as long term contracts, depreciation and employees benefit plants, Taxes, reserves and contin-
gencies.

2.21 Compliance with Local Laws :

The financial statements have been prepared in compliance with requirements of the Companies Act
1994., the Securities and Exchange Rules 1987 and other relevant rules.and regulations

2.22 Compliance with Bangladesh Accounting Standards (BAS) :

The financial statement have been prepared in compliance with requirements of BAS's adopted by the
Institute of Chartered Accountants of Bangladesh (ICAB) and applicable in Bangladesh.

Safko Spinning Mills Ltd.
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2.23 Reclassification/Re-arangement/Restatement :

To facilate comparison certain relevant balances Pertaining to the last year have been reclassified/re-
arranged/re-stated whenever considered necessary to conform to current year's presentation.

2.24 Reporting currency and level of precision :

The figures in the financial statements represent Bangladesh Taka currency, and rounded off to the near-
est Taka except where indicates otherwise.

2.25 Related parties disclosures:

As per BAS -24 parties are considered to be related if one party has the ability to controlthe others party
exercise significant influence over the other party in making financial and and operating decisions. The
company has carried out transaction in the ordinary course of business on an arms length basis at commer-
cial rates with related parties .Related paries are stated their nominal value which is reflected in note nos.26

2.26 Number of Employees

The number of employees at year end were 500 persons.

2.27 Reporting Period :

Financial statement of the company covers calendar period from January 01, 2016 to June 30, 2016 consistently.
2.28 Restatement:

Deferred Tax on revaluation has not been calculated in previous years which has been considered this
year as per Standard Interpretation Committee (SIC) Interpretation -21 section 5. In this regard prior year
figure has been restated according to BAS-8.

Depreciation on revaluation charged in profit and loss account but as per Para 41 of BAS-16 transfer of
depreciation on revaluation to retained earnings are not made through profit or loss. Hence, prior year
depreciation on revaluation charged under other comprehensive income, as a result EPS increased which
has also been restated as per BAS-8.

2.29 Comparative Information:

Comparative Information have been disclosed in respect of the year 2014 for all numerical information in
the financial statement and also the narrative and descriptive information when it is relevant for under-
standing of the current periods of financial statements.

In complience with the requirements of "BAS-10" Events after the reporting period , post statement of
Financial position events that provide additional inforfation about the company's position at the state-
ment of Financial position date are reflected in the Financial statements and events after the statement of
Financial position date that are not adjusting event are disclosedin the notes when material.

2.30 General :

i) Figures appearing in these Financial Statements have been rounded off to the nearest Bangla-
deshi taka.

ii) These nites from an integral part of the annexed Financial Statements and accordingly are to be
read in conjunction therewith.

iii)  The company has not incurred any expenditure in foreign currency against royalities and
technical fees.
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Amount in Taka

Jun. 30,2016 || Dec. 31,2015 [| Dec. 31,2014

3.00 Property, Plant & Equipments
Cost or valuation:
Balance at the beginning of the year 945,366,439 934,231,389 929,049,389
Addition during the year 90,886,934 11,135,050 5,182,000
Less: Disposal during the year - -
Balance at year end 1,036,253,373 945,366,439 934,231,389
Accumulated depreciation:
Balance at the beginning of the year 415,971,987 393,108,355 368,593,877
Addition during the year 12,618,734 22,863,632 24,514,478
Less: Disposal during the year - -
Balance at year end 428,590,721 415,971,987 393,108,355
WDV at year end 607,662,652 529,394,452 541,123,034
The details Property, Plant and Equipment has been shown in Annexure - A.

4.00 Machinery Under Installation
Imported machinery 130,350,433 193,845,460 -

130,350,433 193,845,460 -

At close to the year end the company imported a considerable sum of machine from different country. The installation
of machinery has not yet completed at the year end. No depreciation is charged during the year/period as the
machinery is not ready for intended use.

5.00 Inventory

Raw Cotton 20.1.1 115,948,258 103,115,458 102,415,258
Polyester Staple Fiber 20.1.2 96,548,329 92,248,541 106,321,507
Stores and Spares 20.1.3 7,528,483 6,587,458 7,957,856
Packing Materials 20.1.4 1,835,648 2,147,415 2,360,798
Work in Process 20.01 19,015,472 15,121,154 15,023,145
Finished goods 20.00 3,948,258 3,412,587 3,513,241

244,824,448 222,632,613 237,591,805

i) Physical verification of inventories was carried out by the management staff of the company.
ii) Inventories were pledged & hypothecated to NRB Bank Ltd., Dhaka as security of working capital loan.

Particulars Opening Purchases Closing Consumption
Raw Cotton 881,329 | 1,818,469 958,250 1,741,548
Polyester Staple Fiber 887,005 | 1,027,308 877,712 1,036,601
6.00 Trade Debtor

M/S. Rupashi Colour Ltd. 17,225,369 16,166,272 13,734,093

Pach gaon Traders 3,125,248 3,885,519 4,538,002

A.J. Traders 1,425,453 1,368,889 1,598,762

Hazi Nazim uddin 1,746,983 1,606,776 1,876,597

Four Star yarn Traders 5,315,526 2,994,156 3,496,956

TT Textiles 1,144,797 1,085,219 1,267,457
29,983,376 27,106,831 26,511,867

Receivable's age analysis:

30 days due 12,534,193 10,748,498 12,245,112

Over 30 days but less than 60 days 12,985,345 13,234,350 11,230,830

Over 60 days but less than 90 days 3,630,177 3,123,983 3,035,925

Over 90 days 833,660 - -
29,983,375 27,106,831 26,511,867

The balance amount is receivable from Debtors against credit sales and considered good. The debtors have no other
securities except their personal security. Most of the above debtors have subsequently been realized.

Safko Spinning Mills Ltd.
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7.00 Advance, Deposits & Prepayment

Habigonj Palli Bidyut Samity

Jalalabad Gas

Deposit againest VAT

Prepaid Insurance

Advance Lease deposit (Dhaka Bank Ltd.) Year- 2006
Advance Lease deposit (Dhaka Bank Ltd.) Year- 2007
Excess bill paid to Jalalbad Gas

Advance to suppliers

Advance against Spare Parts and Raw Materiels
Advance against Fixed asset

1,107,700 1,107,700 1,107,700
3,576,269 3,576,269 3,576,269
47,689 47,689 47,689
- - 223,167
273,000 273,000 273,000
139,000 139,000 139,000
- 342,116 30,000
13,565,000 11,030,000 8,500,000
9,169,343 5,123,145 1,623,145
32,000,000 2,000,000 -
59,878,001 23,638,919 15,519,970

i) Tk.2,73,000 & Tk.1,39,000 was paid to Dhaka Bank Ltd. as advance lease deposits against lease generator for

2006 & 2007 respectively .

ii) There are no agregate amount due by Directors and associates undertaking of the company.

iii) The security deposit to Habirgonj Palli Bidyut Samity, Jalabad Gas is realiseable after one year.

8.00 Cash & Cash equivalents

Cash in Hand (Note: 8.01)
Cash at Bank (Note: 8.02)

8.01 Cash in Hand

Head Office
Mill Office

8.02 Cash at Bank

Janata Bank CD A/C, 48 MCA
Dhaka Bank Ltd. CD A/C
Janata Bank CD NOP

Janata Bank STD NOP

Pubali Bank Itd. Gulshan

NRB Bank CD

9,813,800 5107,177 64,161
7,652,828 810,301 112,511
17,466,628 5,917,478 176,672
5,501,676 1,974 2,754
4,312,124 5,105,203 61,407
9,813,800 5,107,177 64,161
3,259 3,259 4,409
1 1 856
2,912 3,487 4,637
7,165 99,500 35,220
2,426,323 703,472 67,389
5,213,168 583 -
7,652,828 810,301 112,511

i) The year end physical cash counting was taken place by the Management and found in agreement with record.

ii) The Bank Balances have been reconciled with the Bank Statement and found in order.

9.00 Share Capital
Authorized Capital :
100,000,000 Ordinary Shares of Tk. 10 each

Issued, Subscribed and Paid up Capital :

Opening Balance
Add. 10% bonus share (stock Dividend)
27,173,696 Ordinary Shares of Tk. 10 each

Safko Spinning Mills Ltd.

1,000,000,000

1,000,000,000

1,000,000,000

271,736,960 247,033,600 224,576,000
- 24,703,360 22,457,600
271,736,960 271,736,960 247,033,600
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Schedule of distribution of each class of equity setting out the member of holders and percentage thereon has been

as follows:
For the year 2016 For the year 2015
Shareholding No. of
R % of No. of .
ange sharehol| Total share . Total Share % of holding
ders holding shareholders
> 5000 3491 4,807,637 17.69 3,676 4,718,560 17.36
5,001 to 100,000 602 9,522,839 35.04 674 10,290,455 37.87
100,001 to 250,000 16 2,407,427 8.86 10 1,632,780 6.00
250,001 to 500,000 2 686,046 2.52 2 782,154 2.88
500,001 to 1,000,000 4 2,984,600 10.99 4 2,984,600 10.99
1,000,001 to above 3 6,765,147 24.90 3 6,765,147 24.90
Total 4,118 | 27,173,696 100.00 4,369 27,173,696 100.00
Composition of Share Holdings :
% of
Type of holders No. of shareholders holding No. of shareholders % of holding
Sponsors 5 30.000 5 30.000
Financial Institution 1 0.13 2 1.380
General Public 4112 69.870 4362 68.620
Total 4113 100 4369 100
10.00 Revaluation Reserve
Revaluation of Fixed Assets during the year (Annexure - A) 304,264,532 313,741,189 379,082,710
Adjustment for depreciation of Revalued Assets (Annexure - A) (3,826,200) (9,476,657) (9,975,429)
Deferred tax liability - - (55,366,092)
300,438,332 304,264,532 313,741,189
11.00 Lease Liability
Dhaka Bank Ltd. (140890001) 11.01 3,215,583 4,411,000 7,683,772
Dhaka Bank Ltd. (140890002) 11.02 4,326,527 6,977,436 10,143,285
7,542,110 11,388,436 17,827,057
Less: Current portion of Lease Liability
Dhaka Bank Ltd. (140890001) 2,588,655 4,244,440 3,650,698
Dhaka Bank Ltd. (140890002) 4,033,298 5,603,050 4,819,257
6,621,953 9,847,490 8,469,955
Non-current maturity of Finance Lease 920,157 1,540,946 9,357,102
Payment schedule of Lease Liability:
Next 12 months period 6,621,953 9,847,490 8,469,955
Next 12 months to 60 months 920,157 1,540,946 9,357,102
Over 60 months - - -
11.01 Dhaka Bank Ltd. (140890001)
Balance at the beginning of the year 4,411,000 8,450,992 9,928,190
Interest charged during the year 372,012 1,295,102 1,154,210
Installment during the year (1,567,428) (5,335,094) (3,398,628)
Balance at the end of the year 3,215,583 4,411,000 7,683,772
11.02 Dhaka Bank Ltd. (140890002)
Balance at the beginning of the year 6,977,436 11,156,087 13,106,122
Interest charged during the year 535,728 1,752,149 1,719,965
Installment during the year (3,186,638) (5,930,800) (4,682,802)
Balance at the end of the year 4,326,527 6,977,436 10,143,285
Safko Spinning Mills Ltd.
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12.00

13.00

14.00

Term Loan
Term Loan 373,261,243 312,818,928 -
Revolving Loan - 8,782,605 -
Balance at the end of the year 373,261,243 321,601,533 -
Payment fall due within one year 38,965,370 29,903,036
Payment fall due after one year 334,295,873 291,698,498
373,261,243 321,601,533 -
Brief description of Loan:
Bank name NRB Bank Ltd.
Interest rate 14.50%
Installment size Tk. 42,949.24 to Tk. 14,079,478.71
Tenor 6 Years (including 1 year moratoriam period)
Security Land, Building, Capital Machinery, Director Personal guarantee
Deferred Tax Liabilities
A. Property Plant and Equipment
Property,Plant and Equipment at Accounting base 252,533,439 169,763,828 172,015,753
Property,Plant and Equipment at Tax base 120,462,503 41,133,457 36,640,648
Temporary difference 132,070,936 128,630,371 135,375,105
Tax rate 15% 15% 15%
Deferred Tax 19,810,640 19,294,556 20,306,266
B. Calculation of deffered tax on revaluation on property plant and equipment:
Revalued value of land 179,574,140 179,574,140 179,574,140
Revalued value of other than land 175,555,072 180,056,484 189,533,141
Tax rate
On land 15% 15% 15%
On other than Land 15% 15% 15%
Deferred tax liabilities
For land 26,936,121 26,936,121 26,936,121
For other than Land 26,333,261 27,008,473 28,429,971
53,269,382 53,944,594 55,366,092
Total Deferred Tax Liability (A+B) 73,080,022 73,239,149 75,672,358
Short term Bank loan
The following are the reconciled and confirmed balances of the loans as at june 30, 2016
14.01 Sonali Bank Ltd.
Sonali Bank, Local Office-C.C A/C (Hypo) - 224,251,780 224,251,780
Sonali Bank Sonali Bank, Local Office (Block Account)** - (224,251,780) -
- - 224,251,780
14.02 NRB Bank Ltd.
Time Loan 31,050,739 -
Balance of OD A/C 75,582,810 72,839,547 -
106,633,549 72,839,547 -
Grand. Total 106,633,549 72,839,547 224,251,780
15.00 Current Portion of Long term loan (including lease finanace)
Dhaka Bank Ltd. (140890001) loan 2,588,655 4,244,440 3,650,698
Dhaka Bank Ltd. (140890002) loan 4,033,298 5,603,050 4,819,257
Term Loan 38,965,370 29,903,036 -
45,587,323 39,750,526 8,469,955

Safko Spinning Mills Ltd.
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16.00 Directors Loan
The company taken loan from directors and payable on demand by the director.

Mr. S.A.K.M. Salim - 547,758 547,758

- 547,758 547,758

17.00 Liabilities for Expenses and Other Finance

Electric charges 17.01 549,426 229,966 229,966
Gas charges 17.01 1,648,858 1,192,090 604,245
Fuel cost payable 5,325 6,208 6,208
Audit Fees 172,500 115,000 60,000
Workers Welfare Fund 53,421 53,421 53,421
Unpaid Dividend 15,460 15,460 15,460
WPPF 17.02 3,108,533 2,835,328 1,930,618
Finance lease installment due - 1,780,022

5,553,523 4,447,473 4,679,940

17.01 Electricity and Gas charges were subsequently paid in full.

17.02 The provision for WPPF was made on the basis of current year's net profit at a rate of 5% to comply with the
requirement of Labour Act 2006 (amended 2013).

18.00 Provision for Tax

Balance at the beginning of the year 16,575,649 11,428,311 10,358,417
Add : During the year 978,743 5,147,338 1,069,894
17,554,392 16,575,649 11,428,311

Less : Paid during the year - - -
Balance at the year end 17,554,392 16,575,649 11,428,311

Safko Spinning Mills Ltd.
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19.00

20.00

20.01

20.1.1

20.1.2

20.1.3

20.1.4

20.1.5

Amount in Taka

For the period

For the period

For the year 01

For the period

For the year 01

01 Jan. 2015 to | 01 Jan. 2016 to [| Jan. 2015 to 31| °1 %21 2019l jan 2014 10 31
30 Jun. 2016 30 Jun. 2016 Dec. 2015 2015 ’ Dec. 2014
Sales Revenue
Sale of Finished Yarn (net of VAT) 515,600,017 197,294,327 318,305,690 147,588,579 356,631,337
515,600,017 197,294,327 318,305,690 147,588,579 356,631,337
Cost of Sales
Opening Stock of Finished Goods 3,513,241 3,412,587 3,513,241 3,513,241 3,353,765
Add: Cost of Production (Note: 20.01) 430,468,548 163,753,657 266,714,892 115,220,260 284,526,505
433,981,789 167,166,244 270,228,133 118,733,501 287,880,270
Less: Closing Stock of Finished Goods 3,948,258 3,948,258 3,412,587 2,636,258 3,513,241
430,033,531 163,217,986 266,815,546 116,097,243 284,367,029
Cost of Production
Row cotton (Note:20.1.1) 201,046,362 81,334,400 119,711,962 62,194,183 149,390,594
Polyester Staple Fiber (Note: 20.1.2) 120,722,475 44,748,371 75,974,104 22,488,311 69,594,495
Spare Parts (Note:20.1.3) 8,847,775 2,684,792 6,162,983 1,968,965 5,360,463
Packing Materials (Note:20.1.4) 9,862,149 4,313,021 5,549,128 3,560,853 5,881,757
Direct Wages and Salaries 30,718,910 11,505,576 19,213,334 9,229,823 22,173,438
Factory Overhead (Note: 20.1.5) 63,263,204 23,061,815 40,201,389 15,779,108 31,666,798
434,460,875 167,647,975 266,812,901 115,221,243 284,067,545
Add: Opening Works-in-Process 15,023,145 15,121,154 15,023,145 15,023,145 15,482,105
449,484,020 182,769,129 281,836,046 130,244,388 299,549,650
Less: Closing works-in-Process 19,015,472 19,015,472 15,121,154 15,024,128 15,023,145
430,468,548 163,753,657 266,714,892 115,220,260 284,526,505
Consumption of Raw Cotton
Opening Stock 102,415,258 103,115,458 102,415,258 102,415,258 94,902,451
Add :Local purchase during the year 214,579,362 94,167,200 120,412,162 85,033,194 156,903,401
316,994,620 197,282,658 222,827,420 187,448,452 251,805,852
Less: Closing Stock 115,948,258 115,948,258 103,115,458 125,254,269 102,415,258
201,046,362 81,334,400 119,711,962 62,194,183 149,390,594
Consumption of polyester Staple Fiber
Opening Stock 106,321,507 92,248,541 106,321,507 106,321,507 93,421,179
Add: Local purchase during the year 110,949,297 49,048,159 61,901,138 43,425,125 82,494,823
217,270,804 141,296,700 168,222,645 149,746,632 175,916,002
Less :Closing Stock 96,548,329 96,548,329 92,248,541 127,258,321 106,321,507
120,722,475 44,748,371 75,974,104 22,488,311 69,594,495
Consumption of Spare parts
Opening Stock 7,957,856 6,587,458 7,957,856 7,957,856 6,755,982
Add: Purchase during the year 8,418,402 3,625,817 4,792,585 5,025,698 6,562,337
16,376,258 10,213,275 12,750,441 12,983,554 13,318,319
Less :Closing Stock 7,528,483 7,528,483 6,587,458 11,014,589 7,957,856
8,847,775 2,684,792 6,162,983 1,968,965 5,360,463
Consumption of Packing Materials
Opening Stock 2,360,798 2,147,415 2,360,798 2,360,798 2,387,235
Add: Purchase during the year 9,336,999 4,001,254 5,335,745 4,158,796 5,855,320
11,697,797 6,148,669 7,696,543 6,519,594 8,242,555
Less :Closing Stock 1,835,648 1,835,648 2,147,415 2,958,741 2,360,798
9,862,149 4,313,021 5,549,128 3,560,853 5,881,757
Factory Overhead
Electric charges 4,799,766 1,942,658 2,857,108 1,385,178 4,217,128
Gas charges 17,322,364 7,728,244 9,594,120 2,338,428 7,303,956
Carriage Inward 1,420,943 53,980 1,366,963 54,908 1,593,624
Insurance Premium (Fire) 1,344,795 109,090 1,235,705 108,999 1,391,789
Repairs and Maintenance 338,009 35,345 302,664 37,488 286,735
Fuel & Lubricants 2,994,840 773,356 2,221,484 802,486 2,553,428
Depreciation 35,042,486 12,419,142 22,623,345 11,051,621 14,320,138
63,263,204 23,061,815 40,201,389 15,779,108 31,666,798
Safko Spinning Mills Ltd.
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21.00 Administrative and Marketing Expenses

22.00

23.00

23.01

Salary and Allowances
Directors Remuneration
Auditors Remuneration
Office rent

Postage and Stamps
Printing and Stationery
Repairs and Maintenance
Maintenance of Vehicles
Traveling and Conveyance
Entertainment

Paper and periodicals
Advertisement

Donation and Subscription
Form, Fees and others
Medical and Welfare Expenses
Electric Expenses H/O
Telephone, Telex and Fax
Office maintenance

Water and Sewerage charges
Insurance Premium
Miscellaneous

Sales Promotion
Depreciation

Financial Expenses

Interest on term loan

Interest on Overdraft Loan
Interest on Revolving/Time Loan
Bank Charges and Commission
Profit Charge on Finance Lease
Rental

Imcome Tax expenses

Current Tax provision
Deferred tax expenses (Note:13)

Current Tax provision

Accounting profit before tax
Add: Depreciation charged

Financial expenses on cash credit

loan
Less: Tax depreciation allowance

Financial exp. charged by bank on

cash credit loan
Taxable profit/(Loss)

Tax rate
Current tax provision
Excess over required provision

Minimum Tax (.6/25*15)

Note: Minimum Tax amount or company tax rate amount whichever is higher.

Safko Spinning Mills Ltd.
Annual Report 20752016

11,528,453 3,870,915 7,657,538 2,329,688 5,349,493
700,000 100,000 600,000 100,000 600,000
172,500 57,500 115,000 30,000 60,000
327,402 90,000 237,402 90,000 215,820

2,534 1,050 1,484 1,045 1,123
152,629 27,691 124,938 34,679 112,455
36,032 10,254 25,778 - 27,075
140,787 78,000 62,787 50,000 67,215
200,261 79,154 121,107 113,052 90,244
108,116 12,890 95,226 9,950 77,328
92,182 64,956 27,226 66,577 27,572
55,455 19,840 35,615 3,520 46,718
49,743 12,700 37,043 8,600 30,500
251,026 36,000 215,026 49,500 250,967
137,642 54,000 83,642 147,476 94,116
95,977 50,155 45,822 - 41,235
117,799 45,003 72,796 29,100 66,914
274,298 89,405 184,893 25,000 168,804
9,593 6,099 3,494 2,902 3,540
872,463 1,646 870,817 915 54,545
291,349 156,039 135,310 70,245 158,124
410,320 200,000 210,320 75,915 169,175
439,880 199,592 240,288 94,155 218,911
16,466,440 5,262,889 11,203,551 3,332,319 7,931,874
28,527,295 14,870,230 13,657,065 11,006,261 20,903,052

9,752,667 5,241,336 4,511,330 -

2,079,594 2,034,664 44,929 -
49,284 22,169 27,116 12,227
3,954,992 907,741 3,047,251 1,384,541 2,874,175
44,363,832 23,076,140 21,287,691 _ 12,390,802 23,789,454
6,126,081 978,743 5147,338 4,152,472 1,069,894
(1,170,837) (159,127)  (1,011,710)  (1,774,587) (587,057)
4,955,244 819,616 4135628 2,377,885 482,837
23,558,300 5,464,107 18,094,192 15,017,348 38,612,362
35,482,366 12,618,734 22,863,632  11,145776 24,514,478
- - - 20,903,052
(18,200,127)  (11,557,887)  (6,642,240)  (2,648,533)  (5,443,335)
- - (77,107,310)
40,840,538 6,524,954  34,315585 23,514,591 1,479,247

15% 15%
978,743 5,147,338
710,260



24.00

25.00

26.00

27.00

28.00

29.00

Net Assets value (NAV) per Share

Total Assets 1,090,165,538  1,090,165,538 1,002,535,753 833,686,667 820,923,348
Less. Total outstanding Liabilities 583,624,839 583,624,839 500,639,545 287,169,552 334,407,204
Net assets value 506,540,699 506,540,699 501,896,208 546,517,115 486,516,144
Divided by number of ordinery share 27,173,696 27,173,696 27,173,696 27,173,696 27,173,696
NAV 18.64 18.64 18.47 20.11 17.90
Earning Per Share (EPS)
Earning Attributable to the ordinary
shareholder 18,603,056 4,644,491 13,958,565 12,639,463 38,129,525
Weight average number of ordinary

. . 27,173,696 27,173,696 27,173,696 27,173,696 27,173,696

shares outstanding during the year

EPS 0.68 0.17 0.51 0.47 1.40
Related Party Disclosure
A. Disclosure as per requirement of schedule XI, part Il para 4
Name of related party Types of transaction Relationship Transaction
Mr. S.A.B.M. Humayun Remuneration Managing Director 600,000
Mr. S.A.K.M Salim Loan Director Nil
Mr. S.A.B.M. Humayun Board Meeting fees Director 6,750
Mr. S.A.K.M Salim Board Meeting fees Director 6,750
Mr. Syed Sageb Ahmed Board Meeting fees Director 6,750
Mrs. Momena Begum Board Meeting fees Director 5,250
Mr. Syed Nasir Uddin Hyder Board Meeting fees Independent Director 6,000

Nine most board of Directors meeting held during the year and total fees of Tk 750 paid to the directors for these board

meetings .

Contingent Liability & Contingent Asset

The company does not hold any claim that meets definition of contingent liability or contingent asset in accordance with
BAS - 37 "Provision, Contingent Liability and Contingent Asset" exists at reporting date.

Amount Paid to Auditor
Auditor Purpose Year Amount
Rahman Mostafa Alam &Co. Statutory Audit 2014 60,000
Rahman Mostafa Alam &Co. Statutory Audit 2015 100,000

Subsequent Events-Discloser Under BAS 10 "Events after the Reporting Period"

"Subsequent to the Statement of Financial Position date, the Board of Directors in their meeting held on October 27, 2016
recommended 3% stock dividend for the period ended June 30, 2016 .

Except the fact stated above, no circumstances have arisen since the balance sheet date, which would require adjustment
to or disclosure in the financial statement or notes thereto.

Safko Spinning Mills Ltd.
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